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reform will move to the floor of the House of = -
Representatives. Welfare reform is a top priority for my. :
Adminigtration and for Americans without regard to party. _I-1look
forward|td: working with Republicans and Democrats in both houses
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o iThls ‘waek, the hlstorxc national debate we' have begun on |
~ welfare _

ress. to enact real reform that promotes work and
ibility and makes welfare what it was- ‘meant to be: &
.hance, not a way of life. \ i

the last two years, we have put the country on the road
g welfare as we know it. ~In"1993, when Congress passed

{ssue. -
House R
offer ¢

" of what

skills

- Ropubli

omic plan, we cut takes for 15 million working Americans
rded work over welfare. We collected a record level of
pport in 1993 -- $9 billion -~ ‘and last month I signed an

ve order to crack ‘down on federal employees who owa child -

In two years, we have granted waivers: from federal
+ 25 states, so that half the country is now carrying out
ant welfare reform experiments that promote work and -

-blllty instead of undermining it.

ave always sought to make walfare reform a bipartxsan

I still believe it can and must bé. Unfortunately, the

publican bill in its current form does not appear to

a8 kind of real welfare reform that Americans in both.

expect. It is too weak on moving people from welfare to

t-as tough as it should be on daadbeat parants, and too
" innocent childrsn.

8t year, I sant Congress the most sweeping welfare reform

‘administration has ever prasented. ' It-did not pass, but

e the principles and. values at ita core w111 be the basis .

ultlmately does Pass", e , Lom

rom welfare to work; where they will earn-a-paycheck,- notﬂiftf’;

e check. I believe we should demand and reward work, not
hose who go to- work. -If:. poople need child ¢ara or job .
n order to go to work, we should help them get it.  But
wo years, anyone who can work must go to work. . ',:

%irst, tha central goal of welfare. reform must”be moving

Last year, 162 of 1?5 Houso

March 20, 1995... . . - . .0 o e

ans co-sponsored a b111 H. R. 3500 that. promotod work 1ng

H

: js is not a partisan issue:

g



'same way as our plan But the current House Republican ,
will consider this weck fails to promote work, and wauld
13 make it harder for many recipients 4o ‘make -1t in the

orking people trying to stay off welfare, removes any"w
ponsibility for states to prQV1de job. placdement -and

: ;o land--gives states a perverse {ncentive-té. cutipecple off
~ whether jor not they have moved into a job. When people just get
-cut off without going to. work, ‘that's not welfare .reform. I,urge
Y ass. a welfare reform bill that ends weltara as we know it
NG paopla from welfara to work.,,., .

td

. We should demand reSponsibility from parants :who brinq
children into the world, not let them off the hook:and expect
taxpayers to pick up the tab for -their neglect. Last year, my - =
Administiration proposed the toughest child support enforcement
measures ever put forward. If we collected all the money that
deadbeat parents should pay, ve could move 800,000 women and
children off welfare immediately : .

I'a grateful to members in both parties for already

' agraeing to include most of the tough child support measures from
"our welflare reform plan. .This week, I hope you.will go further, -

.-and require statas to deny drivers and professional licenses to

parents who refuse to pay child support. We have to send a clear
' gignal: | No parent in America has a right to walk away - from tha

- rasponsibility to raise their’ children.

It cuts child care for. pecple -trying-to leave- welfaréi;ﬁ

.ok Third welfare reform should discouraga teen pragnancy and - °

. promote responsibla parenting. = We must discourage irresponsible
behavior that lands people on welfare in the first place, with'a
national campaign against teen pregnancy that lets young peopla

‘know it |is wrong to have a child outside marriage. Nobody should "_:."

- get pregnant or father a child who isn't prepared to raise the
child, iove the child and take responsibility for the’ child‘
“future, = : A » :

. I now members of Canrass in both partias care about this
issue. ut. many aspects of the .current House plan would do more -

~ harm €h good.. ‘Instead of rafusing to help teen mothers and

their children, we should require them to turn their lives around'«
e at home with their parents, stay“in-achoel, and.
Zﬂtha child's. father. We should demand responsible

: inally, walfare raform should. give states more T
flexibility in return for more accountakility. I believe we must
: es far more flexibility so they can do the things they
‘want to oday without seeking waivers. ‘But in its current form, -
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e Republican bill may impede rather than promote reform
ibility. - The proposal leaves states vulnerable to .
recession.and demographic change, putting working - e
‘at risk. .
, and other efforts to move pecple -from welfare to work.
e will not be any accountability at the federal level for ...
fraud-or, protecting.children.
r state flexibility if Congress just gives the . states
dens .and less money, and fails to make work and
bility the law of the 'land. :

le the current House ‘plan’ is weak on work, it is very
children. Cutting_school. lunches and getting tough on-
children and ‘children in foster care is not my idea of
reform.- We all have a national- interest in promoting the- .

ng of our-children and- in putting govarnmant back in line
national values. ‘ ‘ :

ppraciate all tha work that you have dona on thia 1ssue,
pleased that the country is finally engaging in-this

t debate. In the end, I believe we can work it out

, a8 long as we remember the values this debatae is really
The dignity of work, the bond of family, and the virtue

nsibility are not" Republican values or Democratic values.
American values --.and no child in America should ever
grow up without thenm. - . : ‘

‘Sincerely, °

R

orable Richard A. Gephardt

tic Leader:

f Representatives o o : , L
ton, D.C. 20515 "7 UL

R

States 'will have:-less money for child care, .. | B

We will not. achieve real ... | . ...
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"The Administration strongly supparts enaotnent of real and .

. aeffective welfare reform that promotes the basic values of work :

- and responsibility. Last year; the President proposed a sweeping
wolfare reform package that embodied thege values. It would have:

: established tough vork requirements while providing opportunities
L for education, job training, and child care to working peopler
- imposed tough child support: senforcement measures; reguired teen

- mothers to live at home, stay in .school, and idepntigy their
child’s father; increased State flexibility and accountabilityr
. and maintained protections for children.~ “

" In all its welfare retorm efforts, the Adninistration has
' emphasized the basic values of work and responsibility. The
President’s economic plan expanded the sarned income tax credit;
. which cut taxes for 15 million working families to reward work
. .over welfare. Last month, the President issuced an Executive
. ‘Order to crack down on ?edaral employees and military personnel
who owe delinquent child support. ' In the past two years, the
‘Administration has granted waivers from Federal rules to 25
States to try innovative naw ways to promote work: and
responsibility. : R

ATha Administration remains comnitted to working with the CQngress~~‘
. in a bipartisan way to pass bold welfare reform legislation this

. year, In its current form, however, ‘the Administration opposes

- H.R. 4 because it falls short .of the basic 'goals and valueﬂ that -
. most Americans want’ welfare retorm to promota,' ‘ ‘

‘!QBI : S L :
. Republicans and Democrats alike agree that the central goal of

velfare refom nust be vcrk-,

7 it ing people from welfare to work. The
bill provides neither the rasources nor the requirements for
States to prepare welfare recipients to become’ self-supporting.

. H.R. 4 would not ensure that adeguate child care, sducation, and .
. training are provided to make work pay and give wclfara
recipients tho skills to h¢1d a job.H - T
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'In tact, H.R. 4 would. give States a perverst incentive to cut
people off welfare. It would allow States to count people as -
"working" if they were simply cut off the welfare rolls, whether
or not thay had moved into a job. It also would cut back on
~¢chila care both for pecple trying to leave welfare and for =
working people who are trying to stay off welfare.. Finally, it
_ would repeal the Job Opportunities and Basic S8kills program,
removing any real responsibility for States to provide jobk gearch .
‘assistance, sducation, training, and jeb placamnnt to move peopla“-
-, off welfare and into work. : ‘ SR

3 In addition, H. R. 4 would eliminate the . child care guarantee for‘

‘ femilies moving from welfare to work and would cap overall .
funding for child care at a level that could force large numbers -
of working families toc lose child care assistance.” The bill also
would eliminate child care quality, health, and safety S

. protections that are critical to children’s well-being.

_'EBEEQE&IEILIIX

-

" The Administration believes that welfara reforn must promote
individual responsibility and responsible parenting. Tha
toughaest possible child supiort enforcament is central to getting
people ott welfare and help although the

ng thqm stay o::.f ou

‘ Adminlstration supports requiring states to dnny drivers’ and
other professional licenses to parents who refuse to pay child :
support. This approach has proven very. succasstul 1n States that
have already implemented such requirementu. : , . S

walfare reform must also send a strong message to young peopla
that they should not gaet pregnant or fathar a child until: they
are ready to take responsibility for that child’s future. The
President has called for a national campaign against teen L
pregnancy that sends a clear message about abstinence and .
responsible parenting. . ,

The Administration believes that ninor nothers should receivc
benefits when thay make a serious affort to be responsible and
' turn their livas around =~ by living at home, staying in school,

and identifying the child‘’s father. In contrast, E.R. ¢ would
automatically punish innocent children by denying benefits to :
those born to unwed parents under age 18 ~- regardless of whether
the mother has nade an effort to turn her life around and provide
a stabla anvitonmcnz tor her child.
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"The Administration has sarious conccrns abaut othor aspects cf
H. R. 4 tha't: would° o :

‘o ' the nutrition o
.and the elderlv. H. R° 4 would cut thse Pood stamp program
dramatically and cap:spending levels. The bill would g
further erode the nutritional safety: ‘net by cutting ‘funding -
and creating block grants to replace existing child
nutrition programs and the Special’ Supplemental Nutrition
Program for Women, Infants, and Children. These programs
have producad significant and measurable improvements in
" health outcomes among the many who participate in them, ‘
H.R. ¢ would eliminate national mutrition standards and the
 funding mechanisms that permit these programe to expand to
neet the increased needs that occur in times of economic
downturn. These changes would leave working Americans
' wvulnerable to shifts in the economy and to changes in -
" nutrition standards that could be driven more by budgets
than the health of children and mothtrs.

° zggign_inngggn;_ghilgxgn. B.R. 4 vould deny cach bonefits ‘

. to ovar 150,000 disabled childraen. The bill also would cut
off children vhose parents have received welfare for more
than five years, whether the parent is able to work or not.
Rather than letting states decide whethar to deny benefits

- for additional children born to a mother on welfare, H.R. 4
would impose a one-pize-fits-all Federal mandate. Benefits
also would be reduced for 3.3 million children whose -
paternity is not eatablished, even if the mother is
cooperating fully and the state bnrtaucracy is at !ault.

T Many of these children could wall be pushcd into the child
protection system. . Rather than protacting these children,
H.R. 4 would cut funding for foster care, adoption . :
assistance, and child abuge prevention activities. It also

- would virtually eliminate Federal oversight of State child .
protective systems, many of which are acknowledged to be
funotioning very poorly. As a result, thousands of children
will be at increased r ek of harm. Thc Adnministration is
stronzly committed to providing protection to the millions
of children who are abused or neglected each year and to
prouotinq programo that prevent abusa or. neglcct. : :

o WLWM H.R. 4 would E
replace existing programs with capped grants to States. In .

- contrast to the funding mechanisms now in place, funding
.under E.R. 4 would not adjust: tor a recession. Without such
‘an adjustment, States in recession would encounter reduced

. revanues and increased caseloads. In such times, it is the

. working poor who would most likely need, but not receive, o

. temporary assistance.. Thus, individuals needing a temporary

) lirt could be left without caah assistance, food stamps,

SEPRIE
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~child care, or even schocl lunches tor their children. In
addition, H.R. 4 would deny public assistance to legal - :
immigrants -- who pay taxes and contribute to their
‘comnunities -- thereby shifting substantial burdens to stateA
and local taxpayera. . : ,

The Adiministration,’ theraforo, opposes H.x. 4 in’ its cnrrent form
. because: it would fail to reform welfare by moving pecople from
' walfare to work: it would reduce Federal funding in ways that
would impair thae health and nutrition of children and families;"
and it is. not tough enough on parents who ove child support and
is too tough on 1nnocent children. o

H.R. 4 speoities that non« of the changes in direct spending
resulting from the bill shall be reflected in estimates under the

. Balanced Budget and Emergency Deflcit Control Act of 1985..
However, Membars of Congress have publicly stated that the budget -
savings in H.R. 4 are to be included in & package of offsets

. designed to pay for upcoming tax legislation. Therafore, the
budget savings in H.R. 4 would ¢go neither toward real welfare

- reform nor toward deticit reduction, but primarily to financa tax
- outs - for the woalthy. ‘

RGP .
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Provision

" 1. Reduction in Title XX

Block Grant

2. Maintenance of effort

3. Job search

4. Family cap

5. Increase in Secretary’s

authority

DRAFT
Major Welfare Reform Conference Issues
July 1996

House
10 percent reduction

80 percent for States that fail to
meet their work participation rates
and 75 percent for those that
succeed in meeting their rates

Allows job search to count as
work for up to 8 weeks in a year,
no more than 4 of which can be

consecutive

National policy with State opt-out

No provision

Senate

20 percent reduction

80 percent

Allows 4 weeks of job search, but
allows ,12 weeks for states that
have above-average unemployment

Similar policy deleted due to Byrd
rule

The Secretary of HHS is given
new-authority to impose penalties
of up to 5% of the block grant

~ amount for failure to comply

substantially with any provision of
Title IV-A

Possible Conference
Agreement

153,



Provision

6. Federal standards

7. Graduated work
" penalty '

8 Medicaid: Connection
with IV-A

9. Medicaid: Transition

House

States must have objective criteria.
for benefits, eligibility, and fair
and equitable treatment; States
must also provide opportunities
for recipients who have been
adversely affected to be heard in
State administrative or appeals

- process

Only flat 5% penalﬁy per year of
failure

Requires States to cover all
families that meet current law
AFDC eligibility requirements;
States may deny Medicaid
coverage to any families that fail
to meet the work requirements

Requires States to provide:
Medicaid coverage for families
that lose eligibility for cash
welfare due to increased income
but who remain below the poverty

Senéte

States must determine, on an
objective and equitable basis, the
needs and amount of assistance to
be provided to needy families;
States must also treat family needs
and circumstances similarly;
families must be granted a fair
hearing if assistance is denied,
reduced, or terminated or not acted
on with reasonable promptness

Imposes a graduated penalty on -
each consecutive failure by a State
to meet the work participation

" standard (i.e., 5% in first year,

10% in second, etc.)

Same as House (there are
differences in wording); no denial
of Medicaid to families that fail to
meet work requirements

Similar to House but no
termination for income above
poverty line

-2 .

Possible Conference

- Agreement



Provision

10.

11

12.

13,

14.

Medicaid:

. Noncitizens

Child protection
block grant

Hours of work
required

Work participation
rate pro rata

reduction

Work sanction

exception for

inability to obtain
child care

House

level; coverage lasts for up to 1
year if family left due to

increased earnings from work and
- for up to 4 months if family left

due to increased child support

~ Medicaid restricted for all
" noncitizens; current recipients
made ineligible within 1 year

Creates block grants that 7
consolidate 11 programs and
streamline red tape for States

Hours of work rise only to 30 .

“when fully phased in

Ways and Means wants to
consider adding 1994 as an
optional base year

No sanction on a single parent
who proves she cannot find child
care for a child under age 11

Senate

State option to restrict Medicaid
for current resident nencitizens and
for noncitizens arriving in the U.S.
in the future after 5 years.

No provision

Requires 35 hours of work per
week when fully phased in

Base year for determining
reduction in caseload is 1995

Same as the House but adds the
requirement that States may not
disregard such an adult in
calculating work rates

Possible Conference
Agreement



Provision

15.

16.

i, [
(S RTY

18.

19.

20.

gy b 21

Provisions related to-
education '

Money for
Performance Bonus

. Biracial adoption

lllegitimacy reduction
bonus fund

Individual
responsibility plans

School lunch benefits
for illegal immigrants

Child care repeals

House

‘House wants.to confine définition

of vocational education; allows
for 20% of work participants to
be in vocational education; allows
such individuals to participate for
up to 12 months

Total of $0.5 billion ($100
million per year)

Includes provision ending delays
in adoption to promote race
matching :

Provides, for 5% and 10%
increases in block grant for 1%

and 2% reductions in illegitimacy

Mandatory assessment, optional
plan

Does not provide an exception

allowing illegal immigrant

children to receive school lunch
assistance

Repeals the following: Child
Development Associate (CDA)

~ Scholarship Assistance; State

Dependent Care Development

Senate

Expands definition of vocational
education to include all education;
allows for 30% of work
participants to be in education;
allows such individuals to
participate for up to 24 months

Total of $1 billion ($175 million
1999-2002; $300 million in 2003)

No provision

Makes it easier for states to get an

.award (Abraham amendment)

Mandatory plans

Provides an exception allowing

“illegal immigrant children to

receive school lunch assistance

Repeals struck under the Byrd rule

- Possible Conference
Agreement



‘Provision

22. ~Adoption Tax Credit

23. Earned Income
- Credit ‘

24. Indian child care set-
aside

migoviconfmaj2

House

Grants; Programs of National -

Significance under Title X of
ESEA (child care related to
Cultural Partnership for At-Risk
Children and Youth, and urban
and Rural Education Assistance);
and Native Hawaiian Family-
Based Education Centers.

No provision

Restrictions apply only to illegal
workers and for math error

1% of block grant amount

Senate

Provides a fully refundable tax
credit for expenses and excludes
from gross income employee and
military adoption assistance
benefits and withdrawals from
IRAs for certain adoption expenses

Includes House provision, but adds:

provisions on disqualified income,
adjusted gross income, and

.inflation adjustments for childless

workers

3% of block grant amount

Possible Conference
Agreement



Provision

Cash Block Grant

1.

State plan requirements

2. Certification:

Medicaid for children

-in foster care

Certification of -
standards against fraud
and abuse

Population growth
funds: Years available

Draft

Minor Welfare Reform Conference Issues

House

No provision (although

similar language included

in the purposes section)

- No added provision - -

- No provision

FY 1997 through 2000

July 1996

Senate

Adds requirement that
State plan establish goals
and take action to prevent

and reduce illegitimacy

Add certification that.

children receiving foster
care and adoption aid are

eligible for Medicaid

States are required to
certify that they have
established standards -
against fraud and abuse

FY 1998 through 2001

(plus other calculations

adjusted back 1 year) -

o i(],uua E

Possible Conference
Agreement
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Provision

5. Transfers among block
grants o

6. Contingency fund:
Years funds are
available

7. Performance bonus‘
fund: Emphasize work

8. Work: Added funds

9. Work: Providing c_ﬁild
care counted as work

(e Do

House

Allows 30% transfer into
child care, social services
and child protection block
grants; only 10% of cash
block grant can be
transferred into social
services, and then only to
aid children and families

FY 1997 through 2001

- No added provision

Creates work program
authorized at $3 billion

0
No provision

Senate

Allows 30% transfer into
child care block grant only

FY 1998 through 2001
Db K A gk

Ghdid sk e

Formula for measuring
State performance to

" emphasize success in

moving families into work -

No provision

- Counts parents who |

provide child care for -
other welfare families
towards work rates

(Faircloth amendment)

| Possible Conférence

Agreement
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Provision

10.

11.

12.

13.

Work: Exception for
single parent of a
child under 1 in
calculation of rates

Work: Day care and

- work by spouses in 2-

parent family

Definition of work
activities: Education
for those under 20

Definition of work
activities: Definition

of educational training

House

State option to not require
single parent of under-1
child to work; State may

disregard parent in

determining work rates

No provision

Defined list of activities

Limits vocational
education creditable as
work to 20 percent of
caseload; individual
countable as working if in
education for only 12

-months

Senate

Same as House, except
that parent may receive -

- this exemption only for a

total of 12 months (not
necessarily consecutive)

Both spouses in 2-parent B

family must work-if day
care is provided by State

Same as House, but limits
"work-related education”
and "secondary school

attendance” to persons

under age 20

Expands "vocational™
education to include any
education; allows 30% of
caseload in education
countable as work;
individual countable as
working if in education for
24 months (Exon
amendment)

Possible Conference
Agreement
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Provision

14.

15.

16.

17.

18.

Work: Community
service requirement

Work: Worker
displacement

Work: Review of
work programs

Prohibition: School

_attendance of parent

and ch_ildren

Prohibition: 5-year
limit

House

No provision

Narrower language than
Senate o

- Ways and Means and

Finance must review
implementation of work
program by States

No provision

Single, separate prohibition

Senate

State must detail that it
will require community.
service for recipients not

- working within 2 months

(D’Amato amendment)

Broader language than .

House (e.g. adds grievance .

procedure) :

No provision

Adds provision that the
State .may require school
attendance by parent (if
she has not completed high
school) and by children in
family (Ashcroft
amendment)

Adds to prohibition related

to "no minor child” a new =

section on the 5-year limit

- Possible Conference
‘Agreement



Provision

19.

20.

21

22.

23.

24.

Prohibition: 5-year
time limit and the use
of State funds

Prohibition: 5-year
time limit exception
for Indians in low-
employment areas

Prohibition: Family

‘cap and vouchers for

the excluded child

Prohibition: Family

-cap and continuing

current State waivers

Prohibition: Reduced
benefit for not.
cooperating in
paternity establishment

Individual
development accounts

House

Specifies that States may
use own funds to provide
assistance after 5 years -

No provision

Allows block: grant funds

to be used to provide
vouchers for the care of
the excluded child:

If State has a family cap

~ policy under a section

1115 waiver on the date of
enactment, it may continue
under those terms

State sets level of penalty
with no minimum required

No provision

Possible Conference
Agreement

Senate

No explicit provision

Does not count months
during which a recipient
lived on a large reservation
on which at least 50% of
all adults are unemployed
towards time limit
(Daschle amendment)

R ST ION Ao

No added provision

Same as House, but State

may also continue terms of
family cap policy resulting

from law passed within 2

‘years prior to enactment ;.
]ﬁ san b= ateadly Goie pebio

S N IR

Individuals who fail to
cooperate must have grant

reduced by at least 25%

o .
2 'Adds provision (Coats)
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Provision

25. Medicaid: Coverage
assured only for
recipients of cash (not
non-cash) benefits

26. Disregard of income
security payments

27. Nondiscrimination
requirements

- 28. Penalty: Failure to
‘'meet work requirement
during recession

House

States required to cover
only those who received
cash benefits under the
block grant; recipients of
non-cash benefits provided
using block grant funds are
not assured Medicaid

State option to disregard
some federal payments in
setting welfare benefits

P-i‘ {antiy Lfm =iy il )

L, & = DY lﬁlﬂﬂ f/{l.],,»
No prowsmn Jt ;;- i,

N WL A

Senate Possible Conference
Agreement

No provision

No provision Cowy  bagd &0 <1aed

Any program that receives
block grant funds must be
subject to enforcement
under age discrimination,

Houso. 8375
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" rehabilitation, and civil o

Secretary can reduce
penalty for missing work
participation standard if
State is in recession

rights laws _

No provision authorizing

Ny, N
the Secretary to reduce ' L b o b { i
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penalties in the event of ST e
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Provision

30.

31.

32.

33.

34.

. Penalty: State failure

to comply with the 5-
year time limit

Penalty: State failure
to provide transitional

Medicaid

Tribal grants: Years of ‘

funding

Report on status of
children affected by

" changes

'Funding of studies and

demonstrations

Census Bureau study:
Availability of funds

House

No added provision

States lose 5% of: their

block grant for failure to
provide transitional
Medicaid to those with
increased earnings

FY 1997 through 2000

Requires the Secretary to-
report to Congress on how
children are affected by
welfare policy changes

Available in FY 1996

through 2001

Funds avéilablc FY 1996
through 2002

‘through 2002

Senate

Possible Conference
_Agreement
If the Secretary determines , /o
’ : : J {1y (il i
that a State is not in : _

compliance, she is to
reduce thz State’s block
v &7
grant by’) % the next year , |
WDvauosd. adind Ly o
{,’ S0 . ) ‘:_'/'f

No provision a ‘(.?/ R b R ]

[l 2

FY 1997 through 2001

No provision

Available in FY 1998 S
through 2001 , : R ‘
g s;g(f('j 1 fxi.', ?“:i’”}'w,th"«/

Funds available FY 1998
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Provision

35.

36.

(VS

38.

7.

Report on chilid'
poverty rates

Waivers

Administration and

Assistant Secretary for -

Family Support

Definition of "State"

House

No provision

Waivers may continue if in
effect under a State’s plan
as of 9-30-95, with other
conditions for subsequent

-applications; Section 1115

retained

No added provision (FTE
provisions included in later
title)

No additional provision

Adds required report by

: posmons by 75 pe cent [ /
SN

Possible Conference
Agreement

Senate

A >/, I}'kjl//l“{l/{/
L\_ '—_“it-&— //J‘M\f ""wL

States of child poverty
rates; requires corrective
action plan if rate
increases by more than 5%
(Kerry amendment)
Diro Aaio. fOA il
Waivers may continue if in
effect under a State’s plan

as of 9-30-96, with other
conditions for subsequent
applications; Section 1115
retained

(s e

Adds provision reducing

certain federal government :
Iy

£ f’) K AJ x!(.’/’ E :

J{VJ?{ ]

b ok g
Adds an option for States

to contract to provide ’
services, including with
charitable and religious
organizations

Iy “ (! @://



Provision

39

40.

41.

42

43

44,

45.

. QGrants for territories

Services by charitable
and religious
" organizations

Welfare commission

. Battered individuals

. Disclosure of receipt of
federal funds

¥

Medicaid conforming
~amendments

Special provisions to
prevent statutory rape

House

Provides funds for Puerto
Rico, Virgin Islands,
Guam, American Samoa

- Authorizes States to

provide a broad range of
assistance services through

~ private organizations

No provision -

No provision

Exempts organizations
receiving aid under titles
1V, XVI, and XX of the
Social Security Act -

Makes several conforming
amendments

No added provision

Senate Possible Conference '

Agreement

Similar to House, but at
lower funding levels

Same as House, except
limits contracting of
services to only cash
welfare and SSI programs

Establishes commission to
review funding formulas in
cash block grant

- Adds provision requiring

States to set standards and
procedures (Wellstone &
Murray amendment)

No exemption from
required disclosure

Makes several conforming
amendments

~ Adds provisions regarding

statutory rape (Lieberman
amendment) ‘



Provision

46. Denial of benefits for »

drug-related
convictions

47. Community Steering
~ Committee
Demonstrations

48. Work: Limit TANF

benefits to 24 months

for families not
working or exempt

Supplemental Security

Income (SSI)

49. Benefits for prisoners

House

No provision:

No provision

No explicit provision

Adds vz_lrious technical and
clarifying changes

Senatg

Denies all Federal means-

tested public benefits
(except for emergencies)

for 5 years for drug-related

misdemeanor conviction
and for life for felony

_conviction (Gramm

amendment)
Requires Secretary to
establish up to 5 (Kerrey

amendment)

(Ashcroft amendment)

No éhanges

"~ Possible Conference
Agreement
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Provision

50. Children’s benefits

50. $300 million for CDRs

52. Added accountability
- requirements

53. | Added enforcement

54. 'Annual report -

Study of disability
determination process

House

‘Adds provisions (1)

ensuring combined effects
of physical and mental .
impairments taken into
account; and (2) providing
for evaluation of children
who cannot be tested
because they are too young

No provision
Includes section on

disposal of resources for
less than fair market value

Recovers SSI overpayment
from Social Security

benefit

-~

No provision

Includes provision

APns‘sible Conference
Agreement

Senate

Does not add (1) and (2)
as in House; requires
request for comments
through federal register;
grandfather extends until
July 1, 1997, not until date
of redetermination as in
House

Retains provision

Drops provision; also uses
"shall" instead of "may"
regarding representative
payees using funds for

allowable expenses

No provision

Added provision to include

. data on prior enrollment

-l -

by recipients in_public
benefits programs

No provision
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Provision

56: National Commission
on the Future of
~ Disability

Child Support

57. Simplified process for
3 year review of orders

58. Child support
agreements between
tribes and States

59. Distribution

House

Includes provision

State reviews are optional
unless requested by parents
No provision

Distribution rules operate
in similar _fashion for all
families

Senate

No provision

- Major differences in

review; Senate retains
most of current law as in
introduced bills

Added provision (McCain

amendment)

Same, except adds
provision stipulating that

-in case of family receiving

assistance from Indian
tribe, state must distribute
support in accord with any
cooperative agreement
between the state and tribe

Pdssible Conference
Agreement



Provision

© 60.

61.

62.
63.

64.

65.

Disbursement unit

Disbursement unit and
record keeping

Wage withhélding
notices

Sense of Congress on

single disbursement unit

Uses of new hire
information

Income withholding

(there are also some

- wording differences in

this section)

House

States must keep records

on AFDC cases and cases -

in which "income is
subject to withholding"

Relieves state of the
requirement of providing
records that predate
passage !

- Withhold from "income”

Camp amendment on
disbursement unit

States allowed to share

‘new hire information with

agencies working under
contract with the child
support agency

Employers must withhold
income and remit to state
within 5 days

Senate Possible. Conference

Agreement

Same, except "wages"
rather than "income"
subject to withholding;
Senate uses "wages" rather
than "income" throughout
this section '

State not relieved of the
requirement to provide
records that predate
passage

Withhold from "wages"
No4 sense of Congress

States not allowed to share
information with
contracted agencies

- Employers must remit

- 13 -

income within 7 days
(Nickles amendment)



Provision

66.

67..

68.

69.

70.°

Federal parent locator
service C

Collection and use of
Social Security numbers

Use of forms in -
interstate enforcement

Voluntary paternity
acknowledgment in
hospital

Cooperation by
applicants in paternity
(See -also description of

“this-provision under the
cash block grant above)

House

Secretary must use
information to conduct
various data comparisons

Procedures for recording
Social Security numbers

- on applications and other

documents

Secretary must issue forms-

to be used in various
interstate enforcement
activities -

States must have
procedures by which

-unmarried parents can |

acknowledge paternity in
hospital at time of birth

Applicants must cooperate
or state can reduce their
benefits

Possible Conference
Agreement

Senate

No requirement that
Secretary determine the
accuracy of payments
under the SSI program

Differences in conforming
amendments

Minor differences in
wording

, Includes good cause

- 14 -

exceptions

States must impose a
penalty on noncooperating
parents of not less than
25% of benefit amount
(here and elsewhere in the
Senate bill, there are
references to Title XV)



Provision

71. Calculation of IV-D
paternity

72. Automated data
~ processing

73. Technical assistance

74. Reports and data

collection by Secretary

- 75. 'Grants to States for
access and visitation

House

States have two broad
options in how they
compute their paternity

establishment rate

Several provisions on
previously enacted and
new data processing
requirements

Secretary can use 1% of
federal share of child
support collections to
provide technical
assistance to states-

New data reporting
requirements on states;
Secretary must submit
report to Congress

Annual appropriation of
$10 million for visitation
grants

Senate Possible Conference

Agreement

Minor wording differences
in amendments to Section

452(g)(2)

Differences in effective»
dates

, Différence in effective date

- 15 -

Minor differences in
wording in amendment to

“Section 452(a)(10)

Delays enactment for 1
year



Provision

Noncitizens.

76. Pu_blic health and
immunizations

77. Additional programs
- available to noncitizens

78. Exception to restrictions.

for education

Federal Government
Positions

79. Reductions in positions:
Placement of provision

House

Changes (in several places)
to conform with

_immigration bill

Adds Head Start and JTPA

to the list of programs for -

which noncitizens would
retain eligibility (several
places) '

Limited to Higher -
Education programs

House includes separate -
subtitle providing for

- reduced positions

- 16 -

Senate

No changes to conform
with immigration bill;
result is to provide
narrower exceptions for
testing and treatment of

communicable diseases for

(1) illegals; (2) State
deeming, if sought; and (3)
sponsor payment

No provision

Adds Public Health
Service Act programs to
list of excepted programs

Senate merges provision

into subtitle A (cash block

grant)

" Possible 'Confetence

Agreement



Provision

80 Reports to Congress:
- Deadlines

81. Adjustment in
discretionary spending
caps

.Housing

82. Failure to comply with
other welfare programs

Miscellaneous

83. Dedicate part of title
XX to minors

House

. See Senate

No provision

No provision

No provision

Senate

Changes deadlines for

-1 percent of title XX block
grants must be dedicated

217 -

reports required; (this
subtitle was deleted
because of the Byrd rule)

Adjusts discretionary caps
down for FY 1997 and
1998 by savings; (this
subtitle was deleted
because of the Byrd rule)

Restores original Senate
provision allowing
reduction in housing
benefits for failure to
comply with State law

to help minors avoid out-
of-wedlock pregnancy
(Lieberman amendment)

Possible Cohference
Agreement



Provision

84.
85.

86..
87.
88.

89."

90

End housing for fugitive
felons and probation
and parole violators

Sense of the Senate

- regarding.enterprise
zones

Sense of the Senate
regarding the inability
of noncustodial parent
to pay child support .

Establishing national
goals to prevent teenage
pregnancies

Sense of the Senate
regarding enforcement

of statutory rape laws

Abstinence education

Provisions to encourage
EBT

m\goviconfmin3

House

No provision
No provision

No provision

No provision .

No provision

* Commerce provisions

include set-aside for
abstinence education

Provision included in
Agriculture section

Senate

Adds provision

Adds provision

Adds provision’

Adds provision

Adds provision

Provision deleted because

of the Byrd rule

~ Adds provision in this

- 18 -

section

Possible Conference
Agreement
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The Honorable Gerald B. H. Solomon
Chairman A 4 :
Committee on Rules E
U.S. House of Representatives

- Washington, D.C. 20515 ‘

Dear ‘Mr. Cha1rman°

: I am wrltlng to transmlt the Admlnlstratlon's views on the
welfare provisions of H.R. 3734 the “Welfare and Medicaid reform
Act of 1996." We understand that the Rules Committee plans to
separate the welfare and Medicaid portions of the bill and
consider only the welfare provisions on the House floor.

We are pleased that the Congress has decided to separate
welfare reform from a proposal to repeal Medicaid's guarantee of
health care for the elderly, poor, pregnant and disabled. We
hope that removing this “poison pill “ from welfare reform is a
breakthrough that indicates that the Congressional leadership is
serious about passing bipartisan welfare reform this year.

It is among the Administration's highest priorities to

. achieve bipartisan welfare reform reflecting the principles of
work, family, and responsibility. For the past 3 % years, the
President has demonstrated his commitment to enacting real
welfare reform by working with Congress to create legislation
that moves people from welfare to work, encourages
responsibility, and protects children. The Administration sent
to Congress a stand-alone welfare bill that requires welfare
recipients to work, imposes strict time limits on welfare,
toughens child support enforcement, is fair to children, and is
consistent with the President's commitment to balance the budget.

The Administration is also pleased that the bill makes many
of the important improvements to H.R. 4 that we recommended --
improvements that were also included in the bipartisan National
Governors' Association and Castle-Tanner proposals. We urge the
committee to build upon these improvements. At the same time,
however, the Administration is deeply concerned that the bill
ensure accountability and the ablllty to move
‘ o1& from welfare to work. Nor does it fix the provisions of
..R 4 that would adversely affect benefits for food stamp
households and legal immigrants. V

Impfo&ements contained in H.R. 3437

We apprec1ate the Committees' efforts to strengthen
provisions that are central to work-based reform, such as child
‘care, and to provide some additional protections for children and
families. In rejecting H.R. 4, the President singled out-a
number of provisions that were tough on children and did too
little to move people from welfare to work. H.R. 3437 includes



. important changes to these provisions that move the legislation
closer to the President's vision of true welfare reform. We are
particularly pleased with the following improvements: »

States' abi (o) le_from“ﬂg;_are to work.
mproves the performance bonus provisions by establishing a
separate fundlng stream. It increases the cash block grant
contingency fund modestly and adds a more

Child Care. As the President has insisted throughout the
welfare reform debate, child care is essential to move
people from welfare to work. The bill reflects a better
understanding of the child care resources that States will
need to implement welfare reform, adding $4 billion for
child care above the level in H.R. 4. The bill also
recognlzes that parents of school-age children need child
care in order to work and protect the health and safety of
children in care.

Food Stamps. The bill removes the annual spending cap on

' Food Stamps, preserving the program's ability to expand

during periods of economic recession and help famllles when

‘they are most in need.

‘thld_ﬂgtritign. The bill no longer includes H.R. 4's

provisions for a child nutrition block—grant demonstration,
which would have undermined the program's ability to respond
automatically to economic changes and malntaln national
nutrition standards.

¢hild Protection. We commend the Committee for preserving
the open-ended nature of Title IV-E foster care and adoption
assistance programs, current Medicaid coverage of eligible
children, and the national child data collection initiative.

. The bill removes the
proposed two-tiered benefit system for disabled children
receiving SSI, and retains full cash beneflts for all
eligible chlldren.

The b111 makes other improvements that will strengthen

'n addltlon, 1t adopts more

emain pleased that Congress has decided to include

central elements of the President's approach -- time limits, work
'requlrements, the toughest possible child support enforcement,
"requiring minor mothers to live at home as a condltlon of
assistance -- in this legislation.

Key g:nb&ems With H.R. 3437

Corncerns
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" The Administration however remains deeply concerned that the

bill still lacks other 1mportant prov151ons that have earned
bipartisan endorsement. B - . ‘ A : »
: ' Mod f,

Size of the cuts. The welfare provisions incorporate‘;lmﬂﬁt
of the cuts that were in the vetoed bill -- $59 billion
over 6 years [1nclud1ng the Earned Income Tax Credit (EITC)
and related savings in Medicaid] over six years. These cuts
far exceed those proposed by the NGA or the Administration.
Cuts in Food Stamps and benefits to legal lmmlgrants are
particularly deepA//Inwaddﬁﬁ7ﬁi_TEH3R§“' e Admiy
bin”"ﬁ R. 3437 would allow States to substantlally cut

're51dent's budget demonstrates that cuts of this size
are not necessary to achieve real welfare reform, nor are
they needed to balance the budget.

Food Stamps. The bill makes deep cuts in the Food Stamp
program, including a cut in benefits to households with high
shelter costs that disproportionately affects families with
children, and a four-month time limit on childless adults
who are willing to work, but are not given a work slot. The
Administration strongly opposes the inclusion of a Food

amp block grantjy eliminating-the Federal nature of the
program and jeopardizing the nutrition and health of

o millions of children, worklng families, and the elderly.

Legal Immigrants. The bill retains the excessively harsh
and uncomproqé;%gg»%mmi@fﬁtion provisions orf ta car's
vetoed bill. e bill bans SSI and Food Stamps for
virtually all legal immigrants, and imposes a five-year ban
on all other Federal programs, 1nclud1ng Medicaid, for new
legal immigrants. These bans would even cover legal
immigrants who become disabled after entering the country,
families with children, or current recipients. “WHile we

e strengthening of requirements on the sponsors’of
legal 1mm1grants applylng for S§8I, Food Stamps, and AFDC,

- service providers.

3
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sQQlet¥_shou;é—aee~ba—denied~accessmtn_bas;e~eefeey~ﬂet—~ :
programs. The proposal unfairly shifts costs to States with
high numbers of legal immigrants. Finally, the bill
requires virtually all Federal, State, and local benefits
programs to verify recipients' citizenship or alien status.
These mandates would create significant administrative
burdens for citizZens and for State, local, and non- profit

Medical Assistance Guarantee. The bill does not maintain o

the guarantee for medical assistance for all those now Prﬁd&g
~eligible or who reach the five-year tlme limit. ég;{
| Y
3 O'L

ﬁm#
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mhe—eea%tngency—fund*ts~tce—sma&1—and ‘does not allow for

further expansions during poor economic conditions and

perlods of increased need. We are also concerned about
provisions that reduce the match rate on contingency funds
for states that access the fund for periods of less than one
year.

Transfers to the Social Services Block-Grant (SSBG). We are
deeply concerned that the bill provides the proposed cash -
assistance block grant with transfer authority to the SSBG.
Transfers to SSBG could lead States to substitute Federal
dollars for State dollars in an array of State 5001-
services activities, potentially cdEtd e
the effective State maintenance of effort levels required
for the cash block grant. :

Resources for Work. H.R. 3437 would not provide the.
resources States need to move recipients into work. CBO
estimates about a $9 billion shortfall over six years in
resources for work under H.R. 3437 if States were to

“maintain their current level of cash assistance benefits to

poor families and children. Moreover, the Education and
Economic Opportunity Committee increased this shortfall and
cut State flexibility by raising the weekly number of hours
that States must place recipients in work activities and
increasing the participation rates. As CBO has noted, most
states would probably accept block grant penalties rather
than meet the bill's participation rates and truly refocus
the system on work.

ygggne;g% The b111 actually reduces State flex1b111ty by
prohibiting States from using block grant funds to provide
vouchers- to children whose parents reach the time limit.
H.R. 4 contained no such prohibition, and the NGA opposes
it. We strongly urge the adoption of the voucher language
in the Administration's bill, H.R. 3266, and Castle-Tanner.
i We are deeply concerned that the bill
does not include adequate protections against worker
displacement. Workers are not protected from partial -
displacement such as reduction in hours, wages, or benefits,
and the bill does not establish any avenue for dlsplaced
employees to seek redress.

EITC, Moreover, the Administration is concerned that H.R.

3437 increases the EITC phase-out rates for four million

low-income working families, including seven million’
children. 1In addition, the budget resolution instructs the
revenue committees to cut up to $18.5 million more from the
EITC. Thus, EITC cuts could total over $20 billion, and

4



such large cuts are particularly ill-conceived when
considered in the context of real welfare reform ——'that is,
encouraging work and making work pay."

"~ We are also concerned that the bill repeals the Family
Preservation and Support program, which may mean less State
spending on abuse and neglect prevention activities. :

The Admlnlstratlon strongly supports several provisions
included in S. 1795, as reported by the Senate Finance Committee.
These provisions include. allowing transfers only to the child
care block grant, increasing the maintenance of effort
requirement with a tightened definition of what counts toward
this requirement, improving the fair and equitable treatment and
enforcement language, prohibiting sanctions for families with
children below 11 for failure to participate in work if due to
lack of child care, and eliminating the child protection block
grant. We urge the Congress to include these provisions in H.R.
3437. ' ’ '

We strongly support the bipartisan welfare reform
initiatives from moderate Republicans and Democrats in both
Houses of Congress. 'The Castle-Tanner proposal addresses many of-
‘our concerns, and it would strengthen State accountability
efforts, welfare to work measures, and protections for children.
It provides a foundation on which this Committee should build in
order to provide more State flexibility; incentives for AFDC
recipients to move from welfare to work; more parental
responsibility; and protections for children.. It is a good
strong bill that would end welfare reform as we know it. It
prov1des the much needed oppcrtunlty for a real bipartisan
compromise and should be the bas1s for a qulck agreement between
the partles.

The President stands ready to work with the Congress to
-address the outstanding concerns so that we can énact a strong
bipartisan welfare reform bill to replace the current system with
one that demands responsibility, .strengthens families, protects
children, and gives States broad flexibility and the needed
resources to get the job done. .

Sincerely,

Jacob J. ﬁew
Acting Director
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Assistant Secretary
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C~ T © - THE SECRETARY OF HEALTH AND HUMAN SERVICES

- . WASHINGTON, D.C. 20201
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The Honorable Sam M. Gibbons
Committee on Ways and Means

U.S. House of Representatives
Washington, D.C. 20515-0348

Dear Mr. Gibbons:

Thank you for your letter requesting information concerning the welfare-related budget
reconciliation recommendations reported by the Committee on Ways and Means on June 12.
Each of the issues you raised is addressed below and the attached tables contain more detailed
information.

. PROTECTING CHILDREN

1. Health coverage -- How many children and parents will lose Medncald coverage as a
result of the Repubhcan welfare reform bill? What are their demographic characteristics
and which provisions of the bill are the cause of the eligibility loss? Conversely, how many
children are guaranteed Medicaid protection?

All the welfare-related Medicaid provisions in H.R. 3507 must be viewed in an overall context

- under which any Medicaid “mandates” or “guarantees” do not carry the same meaning as under
current law. The bill reported by the House Commerce Committee repeals Medicaid, and
replaces it with a block grant that does not include an enforceable or a funded guarantee for
Medicaid. Without the assurance of funding and enforcement, any ‘‘guarantees” cannot be real.
Under a block grant structure, federal spending reductions could force states to reduce coverage -
of benefits for vulnerable populations of elderly, children, famlhcs and individuals with
disabilities.

There is currently an inconsistency between the House Commerce Committee and the House
Ways and Means Committee bill provisions regarding Medicaid eligibility for people receiving .
assistance under title IV. Under H.R. 3507, as reported by the Committee on Ways and Means,
recipients of any assistance funded by the “temporary assistance for needy families” block grant
is a mandatory group for Medicaid coverage. However, under H.R. 3507, as reported by the
House Commerce Committee, states have the choice of three options with respect to whether and
how recipients of cash assistance under the block grant will be eligible for Medicaid:

. States could cover persons receiving cash assistance benefits automatically,

. States that currently have relatively high income and resource thresholds under Medicaid |
could lower these standards to the national average. In such cases, the income and .



Page 2 -- The Honorable Sam Gibbons

resource limits could be set lower than the limits for cash assistance recipients within a
state and, in so doing, certain recipients of cash assistance would be demed Medicaid
coverage, or
. States could extend Medicaid eligibility to individuals and members of families who meet
‘ AFDC eligibility criteria (as of May 1, 1996) related to income and resources.

The Commerce Committee bill also retains and extends transitional Medicaid coverage for cash
assistance recipients who leave welfare for work. :
: /
The bill reported by the Commerce Committee does not change current law Medicaid coverage
for poor children under age 14 (as of FY 1997) and poor, pregnant women. InFY 1997,
children above 14 years of age are eligible for coverage at state option and the age for mandatory
coverage phases in a year at a time as in current law. - States must link Medicaid eligibility to the
rules of its cash assistance plan under Part A or E in effect as of May 1, 1996

According to our calculations shown on table 1, the number of adults and chﬂdren who will be at
risk of losing their Medicaid coverage each year under the Commerce Committee bill is 5.1
million. The states are permitted to cover all recipients of assistance, but states could redefine
eligibility in such a way that some of these recipients lose coverage. . If states were to withhold
eligibility from'as few as 5 percent of the at-risk group, 256,000 individuals would lose their
Medicaid coverage. The HHS estimates are based upon projections of the AFDC caseload under
current law.and characteristics of recipients as of 1994. It should be noted that estimating the
number of individuals who would lose or be denied Medicaid coverage under H.R. 3507 as
reported is extremely difficult, because we do not know with certainty how the states will
behave. It also should be noted that the inconsistency between the Ways and Means Committee
and the Commerce Committee provisions on Medicaid eligibility for recipients of cash assistance
under the block grant hinders the Department’s ability to quantify the impact of the Medicaid
provisions for adults and children. Overall, for reasons noted above, the nature and scope of
Medicaid benefit coverage for all current cash assistance recipients can change.

Of the 5.1 million recipients at risk in FY 1997 under the Commerce Committee bill, 1.2 million
are children aged 14 and over, and 3.9 million are adults. Together, they comprise about 40
percent of all the AFDC recipients; only poor children less than age 14 and poor, pregnant
women would be certain of continued Medicaid eligibility. When the full impact of the federally
mandated five-year time limit is felt in FY 2006, nearly one million adults would lose their
guarantee of Medicaid coverage. However, if all states were to impose a shorter, two-year time
limit, then by FY 2002 some 2.0 million adults could lose eligibility for cash assistance and
Medicaid. :
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2. Child care -- How do the resources for child care in the Republican bill compare with
present law? Are they adequate to meet the need that will be generated as a result of the
increased work requirements? In making these estlmates, what would you assume the:

‘ average cost of child care to be? ' ,

Overall, H.R. 3507 as reported by the Committee on Ways and Means provides $13.9 billion in
mandatory child care funding over six years, $4.2 billion more than present law trends. When
these federal child care funds are combined with state matching funds, the bill provides enough
to meet the child care needs associated with the bill’s work requirements and to maintain the
current level of funding for low-income working families as is now provided under the
‘Transitional Child Care (TCC) and At-Risk Child Care programs. Including state matching -
funds, the bill provides a total of $22.9 billion. Total child-care costs equal $22.1 billion--$15.4
billion for child care to meet the bill’s work requirements, and an additional $6.7 billion to
maintain the TCC and At-Risk Child Care programs. According to our estimates, the bill
provides a small surplus of child care funds to states over the first four years. If they-use up their
surplus, pamcularly to meet workmg poor child care needs, then, begmmng in FY 2001 and FY
2002, child care funds would fall short of costs. - ;

‘ In 1ts AFDC child care estunates, HHS assumes average annual child care costs of $3,400 per
family in FY 1997, increasing to $4,200 in FY 2002. These costs represent an average of the
part-time costs of child care for all children up to 12 years of age, and include the costs of
administration.. *

The House Economic and Educational Opportunities (EEO)Committée passed several

amendments to H.R. 3507 which together would result in a $.6 billion child care shortfall over

six years. The Committee increased both the required participation rate and the required number

of hours of work in FY 2000 through FY 2002; these changes would increase the costs of child

care for AFDC recipients to $17.8 billion over six years. Adding in TCC and At-Risk, child care

costs would total $24.6 billion. The Committee also increased required state child care funding
by requiring states to maintain their FY 1995.1evel of child care funding (rather than their FY

© 1994 level) in order to draw down matching federal funds. This amendment increases federal

and state child care funds in the bill to $23.9 billion, leaving a deficit of $.6 billion.

Dzscretzonary Child Care F unding

H.R. 3507 reauthorizes the current law Child Care and Development Block Grant (CCDBG)
funding at a flat $1.0 billion a year. Current law CCDBG language allows Congress to authorize
“such sums as may be necessary.” Without this authorization flexibility, Congress would not be
able to increase CCDBG funding even to keep up with inflation. The proposed flat authorization
would result in a reduction in discretionary child care fundmg equal to $800 million over six
.years, due to the effect of mﬂanon ~
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3. Termination of cash assistance -- A variety of provisions in the Republican bill can
result in parents and children losing cash assistance eligibility. How many children and
parents will lose benefits? What are their demographic characteristics and which
provisions cause this loss of eligibility? Conversely, are any children guaranteed cash
assistance under the Republican bill? ' ‘

The provisions with the most 31gmﬁcant poten’ual effect on children and parents are the tlme
limits on benefits and the mandatory (opt out) family cap. The time-limit provision states that
families may not receive benefits under the federal temporary assistance program for more than
five years, and states may not exempt more than 20 percent of families from this provision.
States may end benefits sooner and exempt fewer families. Of course, as shown in table 2, the
impact of the time limit on families will depend on the length of the time limit, the size of
exemption states choose, and how many parents find jobs. The impact will also depend on what,
if any, behavioral changes the time-limit policy and the work programs have on welfare spell
durations. We estimate that if all states implement a five-year time limit with a 20 percent
.exemption, some 1.0 to 1.1 million families and 2.4 to 2.6 million children would lose benefits
when the time limit is fully implemented. (The range reflects varying assumptions about the
‘behavioral effects of the time-limit policy and work programs on welfare spells.) If we assume
that all states implement a two-year time limit with no exemptions, we estimate that 2.7 to 3.2
million families and 5.7 to 6.7 million children would lose beneﬁts when the time lumt is fully
1mplemented :

The bill prohibits states from using temporary assistance block grant funds to provide any

- assistance including cash, work-related services, and non-cash vouchers, to families after five
years. States who choose a time limit shorter than five years may use federal funds to provide
vouchers to families for the remainder of the five-year period. Time-limited families would still
be eligible for food stamps (unless a state chooses to implement a time limit under the optional
food stamp block grant) and Medlcaxd under the circumstances descnbed in our earlier response
to question 1. :

While 29 percent of all recipients first began receiving AFDC when they were in their teens,
more than 43 percent of recipients who will reach the five-year time limit started receiving
AFDC as teens. Fifty-eight percent of all AFDC recipients and 72 percent of long-term
recipients were not married when they first began receiving their benefits. Forty-three percent of

. ~families that will reach the time limit are whlte, 34 percent are black and 23 percent are Hlspamc

Of all first-time recipients, 56 percent are white, 28 percent are black and 16 percent are
Hlspamc :

Famlhes losing benefits due to the time limit have less education and work experience than
average AFDC families. According to a study by the Urban Institute, among parents receiving
welfare more than five years, nearly 63 percent do not have a high school diploma, and 50
percent had no work experience in the year prior to starting their receipt. Within the total
caseload, only 47 percent had no high school diploma and 39 percent had no work experience in
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the year prior to starting receipt. Long-term welfare recipients also tend to have more children
per family. Recent data indicate that the average number of children for families on AFDC five
years or longer was 2.3, compared to 2.0 for the caseload in general.

Under the bill’s family cap provision, States would have the option of denying cash assistance to
-additional children born to parents already on welfare or born to parents on welfare during the 10
-months prior to the child’s birth. Children born as the result of rape or incest would be exempt.
An amendment adopted in the Committee on Ways and Means would require states to implement -
‘this provision, but states could opt out of this provision by passing a state law which exempts
their program from the family cap. It is not known how many states would choose to opt out of
the family cap provision. Our preliminary estimates indicate that approximately 2.3 million
children would be denied assistance due to the family cap provision, if no states elect to opt out
of the family cap. The estimate does not include affected families in states that have already
adopted this policy under waivers. Obviously, our estimate would be lower if any states opt out.
There is currently little information available on the demographlcs of families likely to be denied
benefits under the family cap..

The findings discussed here do not include the other program benefits, i.e. Supplemental Security
»Income and Food Stamps, that families may lose due to other changes made by the bill.

4. Poverty effects -- Have you completed your analysis of the poverty effects of the |
Repubhcan bill?

The response to this question was forwarded to you by letter from Office of Management and -
- Budget Acting Director, Jack Lew on June 26. :

"WORK-

1. Participation -- How many adults will be subject to the work requirement under the
Republican bill? How does this compare to historical state experience? How many people
‘do you estimate states will be able to engage in work activities, given the resources that are
available? Based on state experience to date, can you make any assumptions about the
‘kind of actlvmes recipients will engage in? ~

This question is closely related to the follovwng one, and our responses to both are combmed
below. :

2. Resources -- Given the participation requirements in the Republican bill, and historical
state experience, will states have sufficient resources to serve all those who are required?

For work requirements to be real, they must be backed up by the resources states will need to ‘
implement them. The problem with the work program in H.R. 3507 is that it would not provide
the resources states need to move recipients into work. CBO estimates that H.R. 3507 as
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reported by the Ways arid Means Committee would fall $8.7 billion short over six years in the
resources states would need to meet the work requirements and maintain current levels of cash
-assistance benefits to poor fam1hes and children. Based on HHS estimates, this shortfall would
be $6.7 billion over six years for the bill reported by the Ways and Means Committee and $9.9
billion over six years for the bill reported by the EEOcommittee (which increased both the-
participation rates and the required hours of work). These estimates draw the same conclusion --
states face large resource shortfalls if they are to meet the work requirements. '

HHS estimated the difference between how many recipients states are required to move into
work under H.R. 3507 (as reported by the Ways and Means Committee) and what they can
actually accomplish given the resources provided. The first line of the table below shows that
H.R. 3507 -- without taking resources into account -- would require significant numbers of
welfare recipients to work. However, as the second line shows, the bill provides adequate
funding for only a portion of the required work slots, assuming states maintain current levels of
cash assistance benefits. In FY 2002, H.R. 3507 would require 1.3 million recipients to

.work, while providing enough funding for only 490,000 work slots. More work slots could be
funded under H.R. 3507 but only if states ‘were to reduce.cash asswtance beneﬁts

NUMBER OF FUNDED WORK SLOTS
(numbers in thousands)

FY 1997 FY 1998 4‘ FY 1999 FY 20{)0/ FY2001. FY 2{)0_2'

Number of o _— o o S -
Recipients - 506 = 643 779 917 1,046 1,331 .
Required : ‘ A o _ R

to Work .

Number of L A » R \ N

Funded 494 532 503 499 492 490 .
Work Slots ‘ I | : , :

The number of funded work pésitions in H.R.3507 is roughly comparable to the.number of

' recipients participating in the welfare-to-work program currently in effect (known as JOBS). In
 FY 1994, 593,000 welfare recipients participated in the J OBS programs in an average month-«
about 434,000 of them, for an average of 20 hours per week. Under current law, unlike H.R.
3507, recipients are able to participate in a range of activities to meet the JOBS participation .
requirements, including job training and GED preparation. Historically, states have not placeda . -
large number of welfare recipients in work activities as defined by H.R. 3507. Although states -
have been increasing their empha313 on such activities, in FY 1994, only.4 percent of JOBS -
. participants were involved in subsidized employment or work experience. Givén the lack of
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resources and the number of new work slots that must be created from scAratchv states are likely to
face considerable fiscal and administrative difficulties in meeting the work requlrements in HR.
3507.

STATE ACCOUNTABILITY

1. ‘Maintenance of effort — Under a best and a worst case scenario, by how much could a
.state reduce its current spending and still qualify for the welfare block grant in the
Republican bill? Of the state funds that can be counted toward the maintenance of effort
requirement, what portion are not now spent exclusively on AFDC children?

As shown below, current law state AFDC-related spending is estimated to be $93 billion for
fiscal years 1997-2002. Under the Temporary Family Assistance Block Grant, states would be
required to maintain 75 percent of their FY 1994 level of AFDC-related spending each year
through FY 2001; the bill has no maintenance of effort requirement in FY 2002. Assuming
states maintain 75 percent of their FY 1994 spending through FY 2002, however, state spending
would total $64 billion over six years, a reduction of $29 billion from current law. ‘

H.R. 3507 as reported by the Committee on Ways and Means would also allow stafes to transfer
30 percent of federal block grant funds to child welfare and foster care services, the Social
Services Block Grant, and the Child Care Block Grant. States now greatly outmatch federal
spending on social service programs, particularly in the areas of child welfare and foster care.
The transfer provision would allow states to supplant up to $28 billion in state social services
spending with federal funds from the cash assistance block grant.

. Under a best-case scenario, states would maintain their current level of effort. The table above
presents several scenarios based on various assumptions about state behavior. Under the worst-
.case scenario, states could reduce total state spending on AFDC-related programs by $57 billion
‘over six years and still qualify for the full amount of federal block grant funding. The attached
table 3 shows on a state-by-state basis minimum levels of state spending on AFDC families that -
will be required to draw down the entire temporary assistance block grant. As the table shows, a
few states would not have to spend any state funds to draw down their federal block grant
allocation. ' :

This analysis does not take into account the bill’s reserve fund which would allow states to set
aside federal block grant funds for use in later years. The analysis assumes that all states.
implement the block grant on July 1, 1997, and, thus, are subject to matching AFDC spending
requirements for the first half of FY 1997 and to mamtenance-of—effort and transferability
provxslons for the second half. - S



Page 8 -- The Hénorable Sam Gibbons

State AFDC-Related Spending Under |
Current Law and H.R. 3507, as reported by the Committee on Ways and Means

Best- e
. : 6 Year Total Reduction
(in miliions of dollars) . . 1997-2002 from Current Law
Current Law - o - - ‘
State Spending (and Best-Case Scenario) ‘ 93,257 . 0
HR. 3507 . ’ .

Minimum Required State Spending: ‘
75% maintenance of effort through 2001 and _
transfer 30% of funds out of cash assistance block grant - 26,290 - 66,967

Assume 75% maintenance of effort through 2002 and ;
transfer 30% of funds out of cash assistance block grant 36,744 56,513

Assume states maintain spending at 80% through 2002 and |
transfer 30% of funds out of cash assistance block grant- 40,578 ' 52,680

Aséumg—z states maintain spending at 80% through 2002
and limit transfers to 15%. 54,338 38,919

‘Notes:

State spending under current law is calculated by applying match rates derived from HHS data to CBO estimates of federal
spending under current faw.
‘Welfare-related state spending reflects state spending in the 50 states and the District of Columbia.

2. Allocations -- What is the state-by-state allocation for the various sources of funds under
the Republican bill? : :

A comparative analysis of how states will fare under current law versus under the bill’s cash
assistance block grants is illustrated in table 4. The table shows immediate short-run gains for all
but 14 states. Over a six-year period, however, 26 states will be losers, and their losses will B
exceed the $4.4 billion gain of benefiting states. Many of the 26 states will be hurt severely,
losing more than 15 percent of their federal assistance. ‘These current law allocations use CBO's
projections.of total current law expenditures as their baseline. The block grant projections used
are consistent with those developed by the Congressional Research Service. Under these
assumptions, states would receive greater funding in 1997 under the block grant system than
under current law (see below). But after gaining $278 million in 1997, total block grants
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_ Projected Federal Income Assistance Outlays
(in millions of dollars) 1997 - 4988 1999 2000 2001 2002

Current Law

AFDC Benefits 11,596 11.824 12,083 12,394 12,713 13,041
AFDC Administration 1,866 1,922 1,978 2,036 2,086 2,159
Emergency Assistance’ 1735 1,851 1,953 1,989 2,058 2,117
JoBS » 949 . 959 970 970 970 980
Total Cash Assistance 16,146 16,556 16,984 17,389 17,837 18,297

percent change . 26%. 2.5% 2.6% 2.4% 2.6% - 2.6%
Block Grant 16,423 16,508 16,501 16,637 16,340 16,340
Gain/Loss 278 - -48 T -383 752 -1,497 -1,957
Cumulative Galn/Loss 278 229 T 915 2,412 -4,369

Source: CBO March 1896 Baseline

‘to states fall $48 million short of the current-law baseline in 1998 and from then on the shortfall
steadily increases. Inthe year 2002, states are projected to receive nearly $2.0 billion less under
block grants than under current law. The cumulative loss though 2002 (despite the $278 million
gain in 1997) is nearly $4.4 billion dollars, a reduction of 4.2 percent. These figures do hot take
into account any behavioral changes that might result from time-limit policies and work

requirements.

I'hope the enclosed information meets your needs. Please let us know if you need additional
- information..

Sincerely,

Donna E. Shalala

‘Enclosures



Table 1

AFDC Recipients who are Put at Risk of mMediéaid Loss under HR 3507 as Amended by the Commerce Committee

(numbers in 1000s})

Total AFDC Re#ipients ’

Total Recipients put at Risk '
Adult Recipients ‘
Child recipients > Waxman age( =14 in 1997)

‘Lose Guarantee due to 5 Year Time Limit
Adult Recipients
Child recipients > Waxman age( =14 in 1997)
~ Lose Guarantee due to 2 Year Time Limit 1/

Ad;ﬂt Recipients |

Child recipients >. Waxman age( =14 in 1997)

1997

13,414

5113
3,905

1,208

0

0

1998

13,603

4,842

3,960

- 882

0

1999
13,795

4,591

4016

- 575

2000

13,964

4,370

4,065

305

869
803

66

2001

14,133

4,172

4114

58
0
0

0

1,836 -

1,809

27

2002

14,302

4,164

4,164

0

2,030

2,030

-0

2003

14,474

4,214

- 4,214

. 268

- 268

2,094

2,004

2004

14,649
4,264

4,264

799

-799 -

2,127

2127 .

2005

14,824

- 4,315

4,315
0
914

914

2,154

2,154

- 2006

14998
4,366
4366

0

946

946

2,180

2,180

1/ States have the option of choosing a time limit shorter than ‘5‘ years,

Source: HHS staff estimates



Table 2:

‘Number of Families and Children Affected by
Time Limit and Family Cap, When Fully Implemented ,
Under HR 3507 as Reported by the Committee on Ways and Means

{numbers in millions)

Total 1/

Caseload = § Year Time Limit 2/
No - 10% .  15% -  20%
- Exemption Exemption Exemption Exemption
Number of Children  10.2 46-41 37-33 32-29 26-24
Number of Families 52 - 20-18 16-14 14-13  11-10
2 Year Time Limit 2/
No 10%  15% 20%
Exemption Exemption Exemption Exemption
‘Numberof Children -~ - 102 67-57 62-53 58-49 55-46
Number of Families - 5.2 - 32-27 29-25 28-24 26-22
~ Family Cap 3/ -
Number of Children 10.2 2.3

Number of Families 52

17 This Shows the total progecfeﬁ caseload before the effects of any provisions or behavioral cﬁanges
2/ These estimates show the number of children and cases that would be affected by time limits under
HR 3507 for different assumptions about the size of exemption and length of time limit states will implement.
. The estimates are based on spell durations under current law, and assumptions about program effects.
‘The size of the time limit effect is given as a range. The high number represents the time limit impact
if there are no behavioral effects. The low number represents time limit impacts assuming that Work
programs reduce the caseload on over 2 years by 15% and the caseload on over 5 years by 10%.
3/ The estimates show the number of children losing benefits due to the family cap. There are no
families shown losing benefits under the family cap, because itis rare that an entire family would be
denied benefits under this provxsnon



Table3 = -

Potential Reductions In State Welfare Spending
H.R. 3507 as reported by the Committee on Ways and Means

(Millions of Dollars)
Allowable Transferrabie Combined FY 1998
FY 1908 FY 1988 ‘Reductions In part of Federa! Potential Required
FY1994 . FederaiCash . Curentlsw State Spending . Block Grent Reductions in State
Stnte State Spanding 1/ Block Grant 2/ Giate Spending 1/ (CL'S - 75%94) 3/ _(30% of Block Grant) 4/ Stats Spending Spending
Alabama $52.4 $98.3 " $55.5 $16.2 . $285 S 7L ¥ $5.8
‘Alaska 854 65.9 &7 | 18.8 201 387 289
Nizona Co1332 238 - . . 1385 3.6 702 106.8 - 27
Arkansas . 259 587 266 — T 17 251 15
California " 36621 37338 38475 11010 1,120.1 22211 . 16264
Colorado : "2 R T X I 1370 538 426 86.2 408
Connecticut 212 : 258.4 . 2818 : 885 775 176.0 105.6
Dolaware . 282 323 - .3 17.4 R ¥ 210 122
Dist of Columbia 4.3 82.6 84.0. 133 7 28 411 . 429
Floride 493.1 587.5 | 4095 - 1298 , 176.3 3058 183.6
Georgla ' 2404 o . sasy 2479 . 678 1048 . 722 757
Hewail 829 88.9 1158 46.2 - % { 759 400
idaho N 12 < ] o 218 8.8 10.1 18.6 3.2
Binols 5723 585.1 ! es87.7 258.5 1755 4340 - 2537
indiana 150.4 206.8 ey 18.8 2.0 820 50.8
lowa 822 1301 888 -2 39.0 88.2 227
Kansas o e29 101.8 - T3 1.4 0.6 420 316
Kertucky 87.5 181.3 80.1 145 . 844 68.9 Co13
Loulsiana .. 88 722 . 604 - 15 517 : . 832 0
Maine 48.0 78.1 46.0 10.0 234 34 126
Maryland . 247.7 201 - 2471 . 688 68.7 137.6 108.5
Massachusetts 4783 4518 ' 458.8 100.1 1356 2357 2231
Michigan 836.5 ' 77154 855.8 178.4 2328 4110 2448
Minnesota 2405 - ' 266.4 2441 63.7 ' 7.9 1436 100.4
Mississippl 28.4 911 : 287 73 213 a7 0
Missourl 159.8 2116 1628 420 4 835 - 1064 86.4
Montana 208 478 267 1.1 . 13 254 13
Nebruska 376 T 580 516 234 174 ©s . 10.8
Nevada 343 45.6 ' “u2 . 18.4 ) 137 322 120
New Hampshire "7 -38.3 424 1.4 1.5 286 19.6
New Jersey A06.4 395.0 433 131.6 1185 . 250.0 186.3
New Mexico 521 132.6 63.6 246 398 8.3 0
New York 22870 '2.360.0 2,661.1 845.8 708.0 1,853.8 1.007.3
North Carolina 2022 3156 . 229.1 775 85.9 173.4 . 857
‘North Dakota 124 247 16.2 6.8 74 142 19
Ohio 5123 779 459.2 75.0 2154. 2903 . 168.8
Okiahoma 81.1 148.0 725 1.7 4“4 6.1 164
Oragon 1236 167.9 140.5 478 50.4 88.2 423
Pennsylvania 548.2 7195 665.9 2547 2158 AT06 185.3
Rhode Island 80.8 95.0 85.4 24.8 285 533 321
‘South Carolina 4.7 100.0 497 147 2.0 a6 5.0
'South Dakota 1.7 214 127 as 6.4 10.3 24
Tennessee 1071 183.6 140.6 €0.3 58.1 118.4 223
Texas 3125 5118 3544 1200 153.5 2rs 80.8
Utah 339 78.1 4“3 18.9 23.7 427 1.7
Vermont 345 474 337 78 14.2 20 o nz
Virginia ¢ 170.8° 167.0 147.0 189 50.1 €8.0 780
Washington - 265.7 399.6 365.5 81.2 1199 2111 154.4
Wast Virginia 423 1102 336 1.8 331 349 0
Wiscorisin 217 3182 176.4 56 95.5 101.1 753
Wyoming 138 21.8 134 30 ‘ 85 9.5 3
Totals $13,939.1 $16,507.8 ‘$14.8934 $4,430.1 $4,0523 " $9,391.4 $5,512.9

1/ Includes the following programs: AFDC benefits, administration, FAMIS, Emugenw Assistance JOBS. JOBS child care, At Pa&k child care, F Tmnsiﬁona! child cara,

Data for calculations were provided by the Administration for Children and Families.

2/ Block grant includes funding for AFDC benefits, administration, Wmmmmwmwimmuhmummmam
FY 1008 is the first full year of block grant funding.
3/ States aliowed to reduce welfare-related spending by 25 pecent of their FY 1894 level. Although the cash block grant does not include child care funding, the base

of the maintenance of eflort provision containg child care expenditures in FY 1894 as doos the projected current law spending for 1958,

4/ States are aliowed to transfer up to 30 percent of their Federal block grant to the following programs: Tithe XX Block Grant, Child Care funding, or Child Protection

funding. These projections do not include the $25 million bonus funds for reductions In out-of-wediock child bearing.

L



Table 4

Pro]ected Effects of Cash Assistance Block Grants

R H.R. 3507 as reported by the Committee on Ways and Means
(Millions of Dollars)

. FY 1997 T FY997 Gain Percentage - Galn
State (* denotes statos which Eat. Current Law Cash Asslatance {Loss) . Gain {Loss) {Loes)
qualify for supplemontal funds)  Expenditures 1/ Block Grant 2/ .FY 1887 - FY 1987 ' FY87-02
Alabama * $87.3 $95.7 $8.4 9.8 $17.9
-Alsska * . 628 . . 653 25 - ' 40 8.0
Arlzona * ' 202.2 . 228.2 26.0 12.8 122.4
Arkansas * 487 - 582 ‘ 85 19.6 . 482
Californla h " 3,691.8 ‘ 8,733.8 42.0 1.1 41,208.1
Colorado * , 134.2 138.8 4.6 34 - 833
Connecticut 7.t 258.4 -12.7 R % 4 -190.3 )
Dolaware ‘888 . 323 ) 8.3 £2 C 879
Dist of Columbla 78.5 | 926 141 18.0 73.8
‘Florlda ¢ 525.1 L 573.0 : 47.9 0.1 2174
Georgla * .- , 3149 830.7 249 79 . 51.7
Hawall - “109.2 : 089 ' -10.3 L R4 -127.0
idaho * ‘ 357 a7 4.0 8.3 4.8
Hinola : €285 -, s8sa . 414 - 88 5321
‘indiana : ' 1665 | 2088 403 » 24.2 201.3
iowa © 1254 : 130.1 so © 4.0 0.7
‘Kansas - 85.3 ) 1019 . 168 19.5 73.9
Kentucky ' 1459 . 1813 8854 243 165.5
Loulslana ¢ : 120.8 ' 168.1 . . ", 88.5 , 2.7 _ 211.4
Maine : es.8 : 78.1 9.4 138 85.8
Maryland . .20 229.1 ‘ 1.1 05 £9.5
Massachusotte T 4341 . 43518 17.7 . 4.1 -83.5
Michigan . S T3 o 7754 438 C 89 813
‘Minnesota - : 252.8 . 268.4 13.6 5.4 3.9
Misslesippl * < T4 ' 88.9 11.5 14.8 T 487
Missouri ) + 203.0 7 2118 8.6 - 42 4.2
Montana * ‘ 489 487 . 2.2 -+.5 837
Nobraska - 83,6 - 58.0 56 48 ) 6.0
Novads * 46.6 . 449 ' 1.8 S 3.8 8320 ¢
Now Hampahire 36.1 383 2.2 . 6.0 o 08
Now Jorsoy 409.2 395.0 © 142 . 88 - T 208.0
Now Mexico * : 1474 1263 -18.0 12.2 184.1 .
Now York ) 2,648.9 2,360.0 C . .289.9 10.9 2977.2
North Carolina * 307.2 3109 38 1.2 -41.0
‘North Dakota 26.6 24.7 20 7.4 : 224
Ohlo 588.4 7178 1205 . 220 606.8 -
Okishoma . 1184 : 148.0 29.8 25.0 1686.7
Orogon ‘ : 170.7 167.9 2.7 1.8 “112.3
Pennsylvania A 8378 719.5 -118.0 -14.1 -1,067.7
Rhode laland , 87.7 950 7.3 8.4 ; 24.4
Bouth Carolina : . 897 £ 100.0 . 103 115 ' 42.8
South Dakota © o200 ‘ 214 - 04 2.1 4.3
Tennsssoe * - 190.6 o 1684 2.2 : 1.1 798
Toxas * ’ 47258 - . 4989 264 5.8 ) 84.8
Utah * , o -T2 ' o ' 5.8 - 83 7.8
Vermont 42.0 ' - 47.4 54 12.7 24.7
Virginia * : ' 1308 1627 31.8 .- 243 179.1
Washington . .. 8686 399.6 31.1 i 8.4 . 573
‘Wost Virginla - 88.0 1102 - 22.2 252 115.0
Wisconasin 2435 3182 . 747 30.7 434.3
" Wyoming , . 180 ‘ 21.8 38 21.0 14.1
U.S. Totals ) | $16,145.9 - 164238 $277.8 17 | «$4,368.5

1/ Estimates of future spending are based on actual FY1995 expenditure data. Each state’s share of funding for FY1996-2000 changes according 10 -
the state’s projected growth in the number of its AFDC children and its projected change in spending per child. The amounts states receive is scaled
CBO's projected total for federal spending. In FY 2001 & 2002 each state’s funding grows at CBO's projected growth in the national total.

2/ Components of the cash assistance block grant are AFDC benefits, administration (including MIS expenditures), JOBS, & Emergency Assistance.
Baseline: CBO, Apnl 12, 1996,



. EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
TWASHINGTON, D.C. 20503

THE D'IRECTOF'\*‘ ' - ‘ - _Iuly 18', 1996

The Honorable Pete V. Domenici
Chairman, Committee on the Budget
United States Senate

Washington, D.C. 20510

Dear Mr. Chairman'

, I am writing to transmit the Administration’s views on S. 1956 the "Personal
‘Responsﬂ)ﬂlty, Work Opportumty, and Medlcald Restructuring Act of 1996 !

We understand that the Senate Repubhcan leadershlp plans to move tostrike the
" Medicaid provisions of this reconcﬂlatlon legislation -- leaving a welfare-only bill for Senate
floor consideration. :

: We are pleased with this decision to separate welfare reform from provisions to repeal
- Medicaid’s guarantee of health care for the clderly, the poor, pregnant women, and people
with disabilities. - We hope that removing this "poison pill" from welfare reform is a

" breakthrough that shows that the Republican leadership serlously wants to pass bipartisan
'welfare reform this year.

\ Enacting bipartisan welfare reform reflecting the principles of work, family, and
responsibility is among the Administration’s highest priorities. For the past three-and-a-half
'years, the President has demonstrated his commitment to enacting real welfare reform by
working with Congress to enact legislation that moves people from welfare to work,
encourages responsibility, and protects-children. The Administration sent Congress a stand-
alone welfare bill that requires welfare recipients to work, imposes strict time limits on -
welfare, toughens child support enforcement, is fair to children, and is consistent with the
President’s comnntment to balance the budget.

The Administration is pleased that the bill makes many of the important improvements
to H.R. 4 that we recommended -- improvements also included in the bipartisan National
Governors’ ‘Association (NGA) and Breaux-Chafee proposals. The Senate bill improves upon
the bill that the House is now considering. We urge the Senate to build on these
improvements, and to continue the bipartisan spirit displayed in last year’s debate on welfare
reform. At the same time, however, the Administration is deeply concerned about certain -
provisions of S. 1956 that would adversely affect benefits for Food Stamp households and

legal immigrants, as well as the need for strong State accountability and flexibility. And, the =

bill would still raise taxes on millions of workers by cutting the Earned Income Tax Credit
‘ (EITC) :



Improvements Contained in S. 1956

We appreciate the Finance and Agriculture Committees’ efforts to strengthen -
‘provisions central to work-based reform, such as child care, and to provide additional
protections for children and families. In rejecting H.R. 4, the President singled out a
number of provisions that were tough on children and did too little to move people from -
welfare to work. S. 1956 includes important changes to these provisions that move the
- legislation closer to the President’s vision of true welfare reform. We are particularly

pleased with the followmg improvements:

® - Child Care. As the President has insisted throughout the welfare reform debate, child
- care is essential to move people from welfare to work. The bill reflects a better
understanding of the child care resources that States will need to implement welfare
reform, adding $4 billion for child care above the level in H.R. 4. The bill also
recognizes that parents of school-age children need child care in order to work.

L Food Stamps. The bill removes the annual spending cap on Food Stamps, preserving
the program’s ability to expand during periods of economic recession and help
families when they are most in need. We are concerned, however, with other Food
Stamp proposals, as discussed below. :

] Maintenance of Effort. The Administration strongly supports the Finance Committee’s
- changes to State maintenance of effort (MOE) and transfer provisions and believes
these are critical elements of bipartisan welfare reform. The Committee removed the
objectionable transfer authority to the Title XX Social Services Block Grant and other
programs and would allow transfers to child care only. In addition, the Committee
restored the 80 percent MOE level in last year’s Senate bill and tightened the
definition of what counts toward this requirement.

. Work Performance Bonus. We commend the Committee for giving States an
~ incentive to move people from welfare to work by providing $1 billion in work
program performance bonuses by 2003. This provision was an important element of
last year’s Senate bill and the Administration’s bill, and will help change the culture
- of the welfare office.

®  Contingency Fund. The bill adopts the NGA recommendation to double the
- Contingency Fund to $2 billion, and add a more responsive trigger based on the Food
Stamp caseload. Below, the Administration recommends further steps that Congress
should take to strengthen this provision.

L Equal Protections. The Comrmttee includes provisions that would require States to
establish objective criteria for delivery of benefits and to ensure equitable treatment.
‘We are pleased that the Committee also mcorporates approprlate State accountability
measures.



- Hardship Exemption. We commend the Finance Committee for following the NGA
recommendation and restoring last year’s Senate provision allowing States to exempt
‘up to 20 percent of hardship cases that reach the five—year time 1imit.

,Transrtronal Medicaid. We are pleased that the Finance Comm1ttee has taken steps to
ensure the continuation of Medicaid coverage for some of those who are transitioning
from welfare to work. We are concerned, however, that States could deny this
transitional Medicaid to many who would lose cash benefits for various reasons. In.

“addition, we still have eoncerns wrth Medicaid coverage for those on cash ass1stance

©o.as noted below.

Worker Dlsplacement We are pleased that the bill incorporates provrslons against
worker displacement, including protections from partial dlsplacement as well as
-avenues for dlsplaced employees to seek redress.

Child Nutrition. The bill now includes many provisions proposed by the
Administration, and no longer includes H.R. 4’s provisions for a child nutrition

- ‘block-grant demonstration. . In addition, the bill exempts the child nutrition program
from burdensome administrative provisions related to its alien provisions. We believe .
that the Senate could further improve the bill by mcludmg the Administration’s
proposed 8 percent commodity ﬂoor

~ Child Protection We commend the FinanceComrni.ttee for preserving the Title IV-E
foster care and adoption assistance programs (including related Medicaid coverage),
and other family support and child abuse prevention efforts.

Supplemental Security Income ‘(SS D). The bill removes the proposed two- tiered

benefit system for disabled chrldren rece1v1ng SSI, and retains full cash benefits for -
all eligible children.

We remain pleased that Congress has decided to include central elements of the

rPresrdent s approach -- time limits, work requirements, the toughest possible child support
enforcement, and the requirement that minor mothers live at home as a condition of
assistance -- in this Iegrslatron

Kejr Concerns With S. 1956 -

- The Administration, howerer,cremainsvdeeply concerned that S. 1956 still lécks other

important provisions that have earned bipartisan endorsement.

Size of the cuts. The welfare provisions incorporate most of the cuts in the vetoed
bill -- about $60 billion over six years (including the EITC and related savings in-
Medicaid). These cuts far exceed those proposed by the NGA or the Administration.



Cuts-in Food Stamps and ‘benefits to legal irnmigrants are particularly deep. The
President’s Budget demonstrates that cuts of this size are not necessary to achieve real
welfare reform, nor are they needed to balance the budget '

Food Stamps.. The Administration stmngly opposes the inclusion of a Food Stamp.
block grant option, which could seriously undermine the Federal nature of the
program, jeopardizing the nutrition and health of millions of children, working '

- families, and the elderly, and eliminating the-program’s ability to respond to
economic changes. The Administration also is concerned that the bill makes deep
cuts in the Food Stamp program, including a cut in benefits to households with high
shelter costs that disproportionately affects families with children, and a four-month
time limit on childless adults who are willing to work but are not offered a work slot.

Legal Immigrants. The bill retains the éxcessively harsh and uncompromising =
. immigration provisions of last year’s vetoed bill. While we support the strengthening
of requirements on the sponsors of legal immigrants applying for SSI, Food Stamps,
and Aid to Families with Dependent Children (AFDC), the bill bans SSI and Food -
Stamps for virtually all Iegal immigrants, and imposes a five-year ban on most other
- Federal programs, including non-emergency Medicaid, for new legal immigrants.
These bans would even cover legal immigrants who become disabled after entering
the country, families with children, and current recipients. The bill would deny
benefits to 300,000 immigrant children and would affect many more children whose .
parents are denied assistance. The proposal unfairly shifts costs to States with high
numbers of legal immigrants. ‘In addition, the bill requires most Federal, State, and
local benefits programs to verify recipients’ citizenship or alien status. These
mandates would create extremely difficult and costly administrative burdens for State,
local, and non-profit service providers, as well as barriers to participation for citizens.
Also, the Administration urges the Senate not to go in the harsh direction that the -
" House Rules Committee did yesterday in reporting a provision that would broaden the :
ban on current 1rmmgrants from recervmg Medlcald coverage ' :

Medrcal Asmstance Guarantee The Administration opposes prov1srons that do not
guarantee continued Medicaid eligibility when States change AFDC rules.. We are
concerned that families who lose cash assistance for various reasons, such as reaching -
the five-year limit or having additional children while they are receiving assistance,
could lose their Medicaid eligibility and be unable to receive the health care services. .
that they need. In addition, State flexibility to change these AFDC rules could
adversely affect Medicaid eligibility determinations, including ehglblhty for poverty-
related pregnant women and chrldren

Protection in Economic Downturn Although the Contingency Fund is twice what it
was in the vetoed bill, it still does not allow for further expansions during poor
economic conditions and periods of mcreased need. We are also concerned about



: provisions that reduce the match rate on contmgency funds for States that access the
fund for perlods of under a year. ,

® Resources for Work 'S. 1956 would not provide the resources States need to move .
* recipients into work. The bill increases the work mandates on States above the levels
in H.R. 4 while providing no additional resources for States to meet these more
stringent rates. Based on CBO estimates, the Senate bill would provide $12 billion
less over six years than is required to meeﬁe bill’s work requirements and maintain
“the current level of cash assistance to poor families. CBO notes that "most States '
would be unlikely to satisfy this requirement.” Moreover, the Senate bill would lead
to a $2.4 billion shortfall in child care resources (assuming States maintain their
current level of cash assistance benefits, continue current law Transitional and At-Risk
child care levels, and do not transfer amounts from the cash block grant to chlld
" care).

] Vouchers.- The bill actually reduces State flexibility by prohibiting States from using
block grant funds to provide vouchers to children whose parents reach the time limit.
H.R. 4 contained no such prohibition, and the NGA opposes it. We strongly urge the
_ adoption of voucher language, similar to that in the Admlmstratlon $ bill and Breaux- -
' Chafee that protects chlldren :

L Child Care Health and Safety Protections. . The bill repeals current child care health
and safety protections and cuts set-aside funds to the States to improve the safety and
quality of care. We strongly urge the Senate to restore these basic health and safety

- protections, which were enacted with strong bipartisan support in 1990 and
maintained in last year's Senate bill and are essential to the safety and well -being of -
mllhons of young chlldren

®  Family Caps. The Senate bill reverts. back to the opt-out provision on family caps
. which would restrict State flexibility in this area. The Administration, as well as the
" NGA, seeks complete State ﬂexlblllty to set famlly cap policy.

. EITC The Admlmstratlon opposes the provision in'S. 1956 that raises taxes on over
four million low-income adult workers by ending inflation adjustments for working
households without dependent children, and thereby substantially cutting the real value
of their tax credit over time. . Raising taxes on these workers is wrong. In addition,
the budget resolution instructs the revenue committees to cut up to $18.5 billion more
from the EITC. Thus, EITC cuts could total over $20 billion. Such large tax

- increases on working families are particularly ill-conceived when considered in the
context of real welfare reform -- that is, encouraging work and making work pay.

- We strongly support the bipartisan welfare reform initiatives of ‘moderate Republicans
and Democrats in both the House and Senate. The Breaux-Chafee proposal addresses many.
of our concerns, and it would strengthen State accountability efforts, welfare to work



measures and protections for children. It provides a foundatlon on which the Senate should

build-in order to provide more State flexibility; incentives for AFDC recipients to move from |

- welfare to work; more parental responsibility; and protections for children. It is a good, -
sfrong proposal that would end welfare as we know it. Breaux-Chafee provides the much
needed opportunity for a real bipartisan compromise, and it should be the basis for a quick
agreement between the. parties.

The Presulent stands ready to work with Congress to address the outstandmg concerns
S0 we can enact a strong, bipartisan welfare reform bill to replace the current system with

one that demands responsibility, strengthens families, protects children, and gives States
' broad ﬂex1b111ty and the needed resources to get the job done.

- Sincerely,

Jacob J. Lew
Acting Director
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DRAFT -- July 18, 1996 (8:28am)

The Honorable Pete Domenici
Chairman

Committee on Budget

United States Senate
Washington, D.C. 20510

Dear Mr. Chairman::

I am writing to transmit the Administration's views on S.
1956, the Personal Responsibility, Work Opportunity, and Medicaid
Restructuring Act of 1996.

We understand that the Senate Republican leadership plans to
move to strike the Medicaid provisions of this reconciliation
legislation --'leav1ng a welfare-only bill for Senate floor
con51derat10n.

We are pleased with this decision to separate welfare reform
from provisions to repeal Medicaid's guarantee of health care for
the elderly, the poor, pregnant women, and people with
disabilities. We hope that removing this "poison pill" from
welfare reform is a breakthrough that shows that the Republican
leadership seriously wants to pass bipartisan welfare reform this
year.

Enacting bipartisan welfare reform reflecting the principles
of work, family, and responsibility is among the Administration's
highest priorities. For the past three-and-a-half years, the
President has demonstrated his commitment to enacting real
welfare reform by.working with Congress to enact legislation that
moves people from welfare to work, encourages responsibility, and
protects children. ' The Administration sent Congress a stand-
alone welfare bill that requires welfare recipients to work,
imposes strict time limits on welfare, toughens child support
enforcement, is fair to children, and is consistent with the
President's commitment to balance the budget.

. The Administration is pleased that the bill makes many of
the important improvements to H.R. 4 that we recommended --
improvements also included in the bipartisan National Governors'
Association (NGA) and Breaux-Chafee proposals. The Senate bill
improves upon the bill that the House is now considering. We
urge the Senate to build on these improvements, and to continue
the bipartisan spirit displayed in last year's debate on welfare
reform. At the same time, however, the Administration is deeply
concerned about certain provisions of S. 1956 that would
adversely affect benefits for Food Stamp households and legal
immigrants, as well as the need for strong State accountability
and flexibility. And, the bill would still raise taxes on ,
millions of workers by cutting the Earned Income Tax Credit
(EITC). S

Imprevemehts Contained in 8. 1956


http:taxes.on

\ We appreciate the Finance and Agriculture Committees!'
efforts to strengthen provisions central to work-based reform,
such as child care, and to provide additional protections for
children and families.  In rejectlng H.R. 4, the President.
singled out a number of provisions that were tough on children
and did too little to move people from welfare to work. S. 1956
includes important changes to these prov151ons that move the
legislation closer to the President's vision of true welfare
reform.  We are partlcularly pleased with the following
improvements:

'y Child Care. As the President has insisted throughout the
-welfare reform debate, child care is essential to move
people from welfare to work. The bill reflects a better
understanding of the child care resources that States will
need to implement welfare reform, adding $4 billion for
child care above the level in H.R. 4. The bill.also
recognizes that parents of school~age children need child
care in order to work.

L Food Stamps. The bill removes the annual spending cap on °
Food Stamps, preserving the program's ability to expand
during periods of economic recession and help families when
they are most in need. We are concerned, however, with

" other Food Stamp proposals, as discussed below.

® Maintenance of Effort. The Administration strongly supports
the Finance Committee's changes to State maintenance of
effort (MOE) and transfer provisions and believes these are
critical elements of bipartisan welfare reform. The
Committee removed the objectionable transfer authority to
the Title XX Social Services Block Grant and other programs
and would allow transfers to child care only. In addition,
the Committee restored the 80 percent MOE level in last
year's Senate bill and tightened the definition of what
counts toward this requirement. :

° o) ormance Bo . We commend the Committee for giving
States an incentive to move people from welfare to work by
providing $1 billion in work program performance bonuses by
2003. This provision was an important element of last
year's Senate bill and the Administration's bill, and will
help change the culture of the welfare office.

® Conti und. The bill adopts the NGA recommendation to

V double the Contingency Fund to $2 billion, and add a more
responsive trigger based on the Food Stamp caseload. Below,
the Administration recommends further steps that Congress
should take to strengthen this provision.

® Egugl;gxg;gggigng. The Committee includes provisions that
' would require States to establish objective criteria for
delivery of benefits and to ensure equitable treatment. We



are pleased that the Committee also incorporates appropriate
State accountability measures.

o ﬂg;dghip_ﬁxemp;ign. We commend the Finance Committee for

following the NGA recommendation and restoring last year's
Senate provision allowing States to exempt up to 20 percent -
of hardship cases that reach the five-year time limit.

° Transitional Medicaid. We are pleased that the Finance

Committee has taken steps to ensure the continuation of

Medicaid coverage for some of those who are transitioning

from welfare to work. We are concerned, however, that

States could deny this transitional Medlcald to many who

would lose cash benefits for various reasons. In addition,

we still have concerns with Medicaid coverage for those on
‘ cash assistance, as noted below.

®  Wo is cemen We are pleased that the bill
incorporates prov151ons against worker displacement,
including protections from partial displacement as well as
avenues' for displaced employees to seek redress.

] Child Nutrition. The bill now includes many provisions
proposed by the Admlnlstratlon, and no longer includes
H.R.4's provisions for a child nutrition block-grant:
demonstration. In addition, the bill exempts the Child
Nutrition program from burdensome administrative provisions
related to its alien provisions. We believe that the Senate
could further improve the bill by including the
Administration's proposed eight percent commodity floor.

® Child Protection. We commend the Finance Committee for
. preserving the Title IV-E foster care and adoption
" assistance programs (1nc1ud1ng related Medicaid coverage),
-and other family support and child. abuse prevention efforts.
®  Supplemental Security Income (SSI). The bill removes the
proposed two-tiered benefit system for disabled children
receiving SSI, and retains full cash benefits for all
eligible chlldren.

We remain pleased that Congress has decided to include
central elements of the President's approach -- time limits, work
requirements, the toughest possible child support enforcement,
and the requirement that minor mothers live at home as a
condition of assistance -- in this legislation.

Key Concerns With 8. 1956
The Administration, however, remains deeply concerned that .

the bill still lacks other important provisions that have earned
b1partlsan endorsement. ,
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Size of the cuts. The welfare provisions incorporate most
of the cuts in the vetoed bill -- about $60 billion over six
years (including the EITC and related savings in Medicaid).
These cuts far exceed those proposed by the NGA or the
Administration. Cuts in Food Stamps and benefits to legal
immigrants are particularly deep. The President's budget
demonstrates that cuts of this size are not necessary to
achieve real welfare reform, nor are they needed to balance
the budget.

Food Stamps. The Administration strongly opposes the -
inclusion of a Food Stamp block grant option, which could
seriously undermine the Federal nature of the progranm,
jeopardizing the nutrition and health of millions of '
children, working families, and the elderly, and eliminating
the program's ability to respond to economic changes. The
Administration also is concerned that the bill makes deep
cuts in the Food Stamp program, including a cut in beneflts
to households with high shelter costs that :
disproportionately affects families with children, and a
four-month time limit on childless adults who are willing to
work but are not offered a work slot. '

Legel_lmmigzgn;w. The bill retains the excessively harsh
and uncompromising immigration provisions .of last year's
vetoed bill. While we support the strengthening of
requirements on the sponsors of legal immigrants applying
for SSI, Food Stamps, and AFDC, the bill bans SSI and Food
Stanmps. for virtually all legal immigrants, and imposes a
five-year ban on most other Federal programs, .including
non-emergency Medicaid, for new legal immigrants. These
bans would even cover legal immigrants who become disabled
after entering the country, families with children, and
current recipients. The bill would deny benefits to 300,000
immigrant children and would affect many more children whose
parents are denied assistance. The proposal unfairly shifts
costs to States with high numbers of legal immigrants. In
addition, the bill requires most Federal, State, and local
benefits programs to verify recipients' citizenship or alien
status. These mandates would create extremely difficult and
costly administrative burdens for State, local, and
non-profit service providers, as well as barriers to
participation for citizens.- ‘ -

ssista . The Administration opposes
provisions that do not guarantee continued Medicaid
" eligibility when States change AFDC rules. We are concerned
that families who lose cash assistance for various reasons,
such as reaching the flve—year linit or having additional
children while they are receiving assistance, could lose
their Medicaid eligibility and be unable to receive the
health care services that they need. 1In addition, State
flexibility to change these AFDC rules could adversely



affect Medicaid eligibility determinations, including
eligibility for poverty-related pregnant women and children.

ction in Eco i . Although the contingency
fund is twice what it was in the vetoed bill, it still does
not allow for further expansions during poor economic
conditions and periods of increased need. We are also
concerned about provisions that reduce the match rate on
contingency funds for States that access the fund for
periods of under a year.

Resources for Work. S. 1956 would not provide the resources
States need to move recipients into work. The bill

increases the work mandates on States above the levels in
H.R. 4 while providing no additional resources for States to
meet these more stringent rates. Based on CBO estimates, '
the Senate bill would provide $12 billion less over six
years than is required to meet the bill's work requirements
and maintain the current level of cash assistance to poor
families. CBO notes that "most States would be unlikely to
satisfy this requirement." Moreover, the Senate bill would
lead to a $2.4 billion shortfall in child care resources
(assuming States maintain their current level of cash
assistance benefits, continue current-law Transitional and
At-Risk child care levels, and do not transfer amounts from
the cash block grant to child care). : '

Vouchers. The bill actually reduces State flexibility by
prohibiting States from using block grant funds to provide
vouchers to children whose parents reach the time limit.
H.R. 4 contained no such prohibition, and the NGA opposes
it. We strongly urge the adoption of voucher language,
similar to that in the Administration's bill and Breaux-
Chafee, that protects children.

Child Care Health and Safety Protections. The bill repeals

current child care health and safety protections and cuts
set-aside funds to the States to improve the safety and
guality of care. We strongly urge the Senate to restore
these basic health and safety protections, which were
enacted with strong bipartisan support in 1990 and
maintained in last year's Senate bill and are essential to
the safety and well-being of millions of young children.

Family Caps. The Senate bill reverts back to the opt-out
provision on family caps which would restrict State
flexibility in this area. The Administration, as well as
NGA, seeks complete State flexibility to set family cap
pollcy.

ELIQ. The Administration strongly opposes the provision in
'S. 1956 that raises taxes on over four million low=income
workers by ending inflation adjustments for childless



workers. Raising taxes on these workers is wrong. In
addition, the budget resolution instructs the revenue
committees to cut up to $18.5 billion more from the EITC.
Thus, EITC cuts could total over $20 billion. Such large
tax increases on working families are particularly ill-

. conceived when considered in the context of real welfare
reform -- that is, encouraging work and making work pay.

We strongly support the bipartisan welfare reform
initiatives of moderate Republicans and Democrats in both the
' House and Senate. The Breaux-Chafee proposal addresses many of
our concerns, and it would strengthen State accountability
efforts, welfare to work measures, and protections for children.
It provides a foundation on which the Senate should build in
order to provide more State flexibility; incentives for AFDC
recipients to move from welfare to work; more parental
responsibility; and protections for children. It is a good,
strong proposal that would end welfare as we know it. Breaux-
Chafee provides the much needed opportunity for a real bipartisan
compromise, and it should be the basis for a quick agreement
between the parties. ‘ ' '

-The President stands ready to work with Congress to address
the outstanding concerns so we can enact a strong, bipartisan
welfare reform bill to replace the current system with one that
demands responsibility, strengthens families, protects children,
and gives States broad flexibility and the needed resources to
get the job done.

Sincerely,

Jacob J. Lew
Acting Director

IDENTICAL COPY SENT TO THE HONORABLE J. JAMES EXON



DRAFT - 7/16/96 -6:00 pm

The Honorable Gerald B. H. Solomon
Chairman )
Committee on Rules

U.S. House of Representatives:
Washington, D.C. 20515

Dear Mr. Chairman:

I am writing to tfansmit the Administration's views on the .
welfare provisions of H.R. 3734, the “Welfare and Medicaid Reform

~ Act of 1996.”" We understand that the Rules Committee plans to

separate the welfare and Medicaid portions of the biXrl and

_consider only the welfare provisions on the House floor.

We are 'pleased that the Congress has decided to separate
welfare reform from a proposal to repeal Medicaid's guarantee of
health care for the elderly, poor, pregnant and people with
disabilities. We hope that removing this “poison pill “ from
welfare reform is a breakthrough that indicates that the
Congressional leadership is serious about pa551ng blpartlsan

welfare reform this year.

It is among the Administration's highest priorities to

- achieve bipartisan welfare reform reflecting the principles of

work, family, and responsibility. - For the past 3 % years, the
Pre51dent has demonstrated his commitment to enactlng real
welfare reform by working with Congress to create legislation
that moves people from welfare to work, encourages
responsibility, and protects children. The Administration sent
to Congress a stand—-alone welfare bill that requires..welfare
recipients to work, imposes strict time limits on welfare,
toughens child support enforcement, is fair' to children, and is
consistent with the President's commitment to balance the budget.

The Administration is also pleased that the bill makes many .
of the important improvements to H.R. 4 that we recommended =--
improvements that were also included in the bipartisan National
Governors' Association and Castle-Tanner proposals. We urge the
committee to build upon these improvements. 6 At.the same time,
however, the Administration is deeply concerned about certain

provisions of H.R. 3734 that would adversely affect benefits for

food stamp households and legal immigrants, as well as with the
need for strong state accountability and flexibility. And, the
bill would still raise taxes on millions of working famllles by
cutting the Earned Income Tax Credit (EITC).

=~Improvements contained in H.R. 3734



We appréciate the Committees' efforts to strengthen

- provisions that are central to work-based reform, such as child

care,

and to provide some- additional protections for children and

families. 1In rejectlng H.R. 4, the President singled out a

number of provisions that were tough on children and did too |
- little to move people from welfare to work. H.R. 3734 includes
important changes to these provisions that move the legislation

‘closer to the President's vision of true welfare reform. We are

particularly pleased with the following improvements:

Cchild Care. As the President has insisted throughout the

welfare reform debate, child care is essential to move

people from welfare to work. The bill reflects a better
understanding of the child care resources that States will
need to implement welfare reform, adding $4 billion for
child care above the level in H.R. 4. The bill also
recognizes that parents of school-age children need child
care 'in order to work and protect.the health and safety of
chlldren 1n care.

Egod_s;gmpg. The bill removes the annual spending cap on
Food Stamps, preserving the program's ability to expand
during periods of economic recession and help families when
they are most in need.

Child Nutrition. The blll no longer includes H.R. 4's
provisions for a child nutrition block-grant demonstratlon,
which would have undermined the program's ability to respond
automatically to economic changes and maintain natlonal
nutrition standards.

Child Protection. We commend the Committee for preserving
the open-ended nature of Title IV-E foster care and adoption
assistance prograns, current Medicaid coverage of eligible
children, and the national child data collectlon 1n1t1at1ve.

(SSI). The bill removes the
proposed two-tiered benefit system for disabled children
receiving SSI, and retains full .cash benefits for all
eligible chlldren.

ﬂgzk_ngﬁgxmgngg_&gnugL We commend the Committee for giving
states an incentive to move people from welfare to work by
providing $1 billion in work performance bonuses by 2003.
This provision is an important element of the
Administration's bill, and will help changes the culture of
the welfare office.

contingency Fund. The bill adopts the National Governors

.Association (NGA) recommendation to double the size of the
" Contingency Fund to $2 billion, and add a more responsive

trigger based on the Food Stamp caseload changes. Further

2 .



steps the Congress should take to strengthen this prov151on
are outlined below.

.. Hardship Exemption. We commend the Committee for following

the NGA recommendation and the Senate-passed welfare reform
bill by allowing states to exempt up to 20% of hardshlp
cases that reach the flvewyear time limit.

We .remain pleased that Congress has decided to include’
central elements of the President's approach -- time limits, work
requ1rements, the toughest possible child support enforcement,
requiring minor mothers to live at home as a condltlon of
ass1stance‘—— in this legislation. :

The Administration strongly supports several provisions
included in S. 1795, as reported by the Senate Finance Committee.
These provisions include: allowing transfers only to the child
care block grant, increasing the maintenance of effort
requirement with a tightened definition of what counts toward
this requirement, improving the fair and equitable treatment and
enforcement language, and eliminating the child protection block
grant. We urge the Congress to include these provisions in H.R.
3734. :

Key Concerns with H.R. 3734

" The Administration however remains deeply concerned that the
bill still lacks other important prov151ons that have earned
blpartlsan endorsement.

® Size of the cuts. The welfare provisions incorporate most
of the cuts that were in the vetoed bill -- $59 billion over
6 years (including the EITC and related savings in Medicaid)
over six years. These cuts far exceed those proposed by the
NGA or the Administration. Cuts in Food Stamps and benefits
to legal immigrants are particularly deep. The President's:
budget demonstrates that cuts of this size are not necessary
to achieve real welfare reform, nor are they needed to ’
balance the budget.

L Food Stamps. The Administration strongly opposes the

-+ inclusion of a Food Stamp block grant, which has the
potential to seriously undermine the Federal nature of the
program, jeopardizing the nutrition and health of millions
of children, working families, and the elderly, and
eliminating the program's ability to respond to economic ‘
changes. The Administration is also concerned that the bill
makes deep cuts in the Food Stamp program, including a cut
" in benefits to households with high shelter costs that

disproportionately affects families with children, .and a
four-month time limit on childless adults who are willing to
work, but are not offered a work slot. . , '

3



nggl_lmmignantg. The bill retains the excessively harsh.
and uncompromising 1mm1gratlon provisions of last year's
vetoed bill. While we support the. strengthening of
requirements on the sponsors of legal immigrants applying
for SSI, Food Stamps, and AFDC, the bill bans SSI and Food
Stamps for virtually all legal immigrants, and imposes a
five-year ban on all other Federal programs, including hon-
emergency Medicaid, for new legal immigrants. These bans
would even cover legal immigrants who become disabled after
entering the country, families with children, and current
- recipients. The bill would deny benefits to 0.3 million
immigrant children and would affect many more children whose
parents are denied assistance. The proposal unfairly shifts
costs to States with high numbers of legal immlgrants. In
addition, the bill requires virtually all Federal, State,
and local benefits programs to verify r901p1ents"
citizenship or alien status. These mandates would create
significant administrative burdens for State, local, and
non-profit service prov1ders, and barrlers to part1c1patlon
for citizens.

Medical Assistance Guarantee. Even after the proposed
removal of the Medicaid reconciliation provisions from H.R.

. 3734, the Administration opposes .provisions that do not
gquarantee continued Medicaid eligibility when States change
AFDC rules. Specifically, we are concerned that families
who reach the 5 year time limit, or additional children born
to families that are already receiving assistance could lose
their Medicaid ellglblllty and would be unable to receive
the health care services that they need.

E:gzggtign_in_ﬁggngmig_ngmntuxn- Althouqh the Contlngency
fund is twice the size of that contained in the vetoed bill,
it still does not. allow for further expansions during poor
economic conditions. and periods of increased need. We are
also concerned about provisions that reduce the match rate
on contingency funds for states that access the fund for
periods of less than one year. «

 State Maintenance of Effort. Under .H.R. 3437, States could

reduce the resources they provide to. poor chlldren. We are
deeply concerned that the bill provides the proposed cash
assistance block grant with transfer authority to the Social
Services Block Grant(SSBG). Transfers to SSBG could lead
States to substitute Federal dollars for State dollars in an
array of State social services activities, potentially
cutting the effective State maintenance of effort levels
required for the cash block grant. .

~Rg§ggxgg§_£g;_ﬂgsz Based on Congressional Budget Office
(CBO) estimates, H.R. 3734 would leave states with'a $9

billion shortfall over six years in resources for work if

N
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" they maintained their current level of cash assistance.
Moreover, the Economic and Educational Opportunity Committee
increased this shortfall and cut State flexibility by

- raising the weekly number of hours that States must place
recipients in work activities and increasing the
participation rates. - The Economic and Educational
Opportunities amendments would also create a shortfall in
child care funding. As CBO has noted, most states would
probably accept block grant penalties rather than meet the
bill's participation rates and truly refocus the system on
work.

Vouchers. The bill actually reduces State flexibility by
prohibiting States from using block grant funds to provide
~.vouchers to children whose parents reach the time limit.

" H.R. 4 contained no such prohibition, and the NGA opposes
it. We strongly urge the adoption of the voucher language
that protects children similar to that in the ~
Administration's bill and Castle~Tanner.

Worker Displacement. We are deeply concerned that the bill

does not include adequate protections against worker
“displacement. Workers are not protected from partial
displacement such as reduction in hours, wages, or benefits,

and the bill does not establish any avenue for displaced
employees to seek redress.

Egm;;y_gag_L ‘The House bill reverts back to the opt-out
provision on family caps which would restrict State :
flexibility in this area. The Administration, as well as
NGA, seeks complete State flexibility to set famlly cap
pollcy.

ELIQ* The Admlnlstratlon opposes the prov151ons in H.R.
3734 that increase the EITC phase-out rates thereby raising
taxes on more than four million. low-income working-families,
with seven million children. In addition, the budget
resolution instructs the revenue committees to cut up to
$18.5 billion more from the EITC. Thus, EITC cuts could
total over $20 billion, and such large increases on working
families are particularly ill-conceived when considered in
the context of real welfare reform -- that is, encouraging
work and maklng work pay." :

We are also concerned that the ‘bill repeals the Famlly

Preservation and Support program, which may mean less State
spending ‘on abuse and neglect prevention activities.

We strongly support the bipartisan_welfare reform

initiatives from moderate Republicans and Democrats in both
Houses of Congress. The Castle-Tanner proposal addresses many of
our concerns, and it would strengthen State accountability '
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efforts, welfare to work measures, and protections for children.
It provides a foundation on which this Committee should build in
order to provide more State flexibility; incentives for AFDC
recipients to move from welfare to work; more parental
responsibility; and protections for children. It is a good
strong bill that would end welfare as we know it, Castle-Tanner
prov1des the much needed opportunity for a real blpartisan
compromise and should be the basis for a quick agreement between
the parties.

The President stands ready to work with the Congress to
address the outstanding concerns so that we can enact a strong
bipartisan welfare reform bill to replace the current system with
one that demands responsibility, strengthens families, protects
children, and gives States broad flex1b111ty and the needed
resources to get the job done.

. K - Sincerely,

Jacob J. Lew
Acting Director

IDENTICAL COPIES SENT TO THE HONORABLE,JOHN‘J. MOAKLEY, THE
'HONORABLE JOHN R. KASICH, AND THE HONORABLE MARTIN O. SABO

.
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~ Food Stamr.ns

shelter costs. Over 90% of the beneﬁts would go.to households wnth chxldren

‘Work ggq_u_lremmg fQI Abl ;-ngxgd Agg! § - The bill limits paruclpanon by able»bodxed

'WELFARE REFORM ISSUES FOR FUTURE IMPROVEMEN . %‘:‘; N

begmmng in FY 1997 eventual]y rising to $300 for FY 2001 and beyond The excess
shelter cap deduction would be eliminated under current law on January 1, 1997.
Retaining current law would protect benefit levels for 7 million households with high

childless adults to 3 months in a 36 month period, with 3 additional months of .

o pamc:lpauon for mdmduals that lose a job. The Senate proposed limiting parnclpatlon to
4 months within a 12 month period, allowing 2 months for job search, a 20% hardship

exemption and and an opportunity for future participation afier working 80 hoursina 30
day period. The Senate provisions increase States flexibility and provide greater

 protections for seasonal workers and mdmduals making job transitions that require more
) than three months : : »

Legal Immlgrants |

-

Exemptions -- Conference failed to exempt chddren or those: who become dxsabled after
entering the U.S.” Exemptions are a high priority to protect the 300, 000 cl:uldren and’
150,000 dxsabled adults who would lose beneﬁts ‘ o

wmmm - The SSI and Food Stamps bans would be’

effective for current recipients as they are subject to redeterminations. This means some

immigrants will lose benefits shortly after enactment and all affected immigrants will lose .-

benefits within a year. A six month delay in the effective date would provide a uniform

policy for all immigrants and would give current recipients time to adjust and naturalize. In .

addition, immigrants who apply to naturalize should not be subject to. the ban. It
curremly takes about a year for INS to process an application to naturalize, with
sxgmﬁcam variations across the country. Immigrants eligible to become cmzens should
not be demed beneﬁts because of admxmstrauve factors beyond their control.

Cash Assxstance Block Grant

QQ__QMEL@ - The Conference provxdes $2 bllhon for a contmgency ‘fund, but ﬂns ‘

" may be insufficient in the event a recession. The Castle-Tanner proposal would have
- allowed the fund to expand beyond the $2 billion cap when national unemployment rises
- above 7 percent. This would improve the fund and make it more responsive to economic

downturns. In addition, the Conference provisxon reducing the match rate for States that -
use oonungency funds for less than 12 months in'a ﬁscal year should be removed

g;bﬂd Vguchg_*s -- The Conference allows States to provzde child vouchers after the
Federal 5-year time limit (through the Title XX Social Services Block Grant, but not

~ -through the cash block grant). Castle-Tanner and Breaux-Chafee required States to
_provide child vouchers through the cash block gran;_ t_‘or State time limits set shorter than §
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years, and allowed them to do'so- aﬁéf the S-year F'edera.l: time limit. The Castle-Tanner
B provxswns are stronger and prowde more protectlon for chlldren affected by time hrmts

.. ‘Wgrker Dx;plagmer_rt -- The Conference does not prowde strong enough protecn0ns
" - against worker displacement. Provisions are needed to protect against partial displacement-
‘such as.a reduction in hours due to workfare positions, and provisions are needed to
restore merit system protections for cash assistance Workers These changes would
1mprove general labor i 1ssues :



STATEMENT BY THE PRESIDENT
July 18, 1996

, -Today's bipartisan progress in the House and Senate has moved us a step closer to
national welfare reform. The Congress has already adopted several improvements I have long

‘advocated, including, increased funding for child care, greater incentives for states to move
people from welfare to work, and fewer troubling cuts in child welfare, aid for disabled

children, and school lunch. Today, the House made encouraging steps - forward by protecting

}‘the health ‘care guarantee, strcngthcnmg state mamtenance-of-cffort and droppmg plans to
raise taxes on workmg families. :

, We hav’e ’c(imé a long way in this debate, but we still have more work to do. In the
days to come, I urge Congress to go the extra mile and make further improvements to give
- the American people the best possible welfare rcform bill. We must not let this historic

'Opportumty slip through our fxngers :



 INTRODUCTION

There are now three main options being discussed within the Republican
leadership concerning future action on welfare reforim legislation: package welfare
reform with Medicaid changes; include welfare reform in a targeted or omnibus FY1997
reconciliation measure; or take no action at all and use the presidential veto of earlier

legislation to its best political advantage.

Given the Republicans' current thinking, it is important that we develop a strategy
to help change the political calculus of Senator Dole and the Republican leadership, and
increase the chances of Congress sending the President a signable welfare reform bill this
year. If, in the end, Congress takes no action or we are "jammed” with an unacceptable
package, this strategy will lay the firmest political foundation possible to defend the
Administration’s actions and record on welfare reform.

Our strategy should include a set of integrated activities in the following areas:-
executive actions; congressional activity; and press/commumcatmns. These actlvmes
would be based on the following three themes:

*  The President was justified in vetoing extreme Republican welfare reform and will
continue to reform the system one state at a time if the Republican Congress
refuses to send him an acceptable bipartisan bill. This message is essential if
Dole and the leadership are to be convinced that the political/legislative status
quo on welfare favors the President or at least is a wash. Eventually, Dole could
be convinced that accomplishing a major legislative goal and sharing credit on the
issue with the President is the better way to go.

* Dole is playing presidential politics with an issue that has broad bipartisan and
public support and should be passed this year. We can steer them toward a free-
standing bill by raising the price Dole and the leadership would pay for doing
nothing, passing an unacceptable welfare /Medicaid package, or playing with the
reconciliation process to squeeze through the Senate a partisan welfare bill.
Critical to this theme is the argument made by several national columnists that
welfare reform is an issue that serves Dole better as an accomphshment not as
the victim of a premdentxal veto. ‘

*  Dole's refusal to act on a bipartisan welfare reform bill is another sign that he
has abandoned long-standing policies and principles this year to pander to the
.extremist "Gingrich" wing of the Republican party. The message here is that
candidate Dole has abandoned the common ground of the bipartisan Senate-
passed bill for the extreme conference report that the President was forced to
veto. Dole also walked away from a 30 year moderate record on welfare and
nutrition issues. He now has the opportunity to embrace bipartisan centrist .
reform based on legislation put forward in both Houses (Breaux/Chafee and
Castle/Tanner). Will he walk away from that too? -



EXECUTIVE ACTIONS

We already have a good record of executive actions on welfare reform that
contrast well with the inability of Congress to produce bipartisan legislation. We have
approved 58 "welfare experiments” in 37 states, and are likely to act on several
additional waivers for keg states this year. We also can point to an overall decline in
welfare caseloads and an mcrease in child support collections since the President took
office. : :

We could take several new executive actions this year that would help to
strengthen our political position on welfare reform, and illustrate to Dole and the
Republican leadership that a strategy of sharing credit on welfare has more traction than
running on past vetoes. Secretary Shalala's recent memo to the President proposed
several executive actions concerning work and teen pregnancy that could be taken
quickly. Bruce Reed has other promlsmg ideas in the areas of work and time limits.
Future executive actions should be in areas covered by pending legislation to avoid any
appearance that we are trying to undermine congressional reform. These actions also
should be focused on work, the issue Republicans are most interested i in capturing for
themselves this year.

The Administration also can undertake studies and research activities that
strengthen our credentials on key welfare reform issues while weakening the
underpinnings of the vetoed Republican legislation. For example, Bruce Reed has
discussed a study that could detail the number of additional welfare recipients who
would be involved in work as a result of the President's plan. This could be compared to
a lower number involved in work under the vetoed conference bill because of inadequate
child care resources.

CONGRESSIONAL ACTIVITY

Senate Democrats will play a key role thlS year in shaping political issues and
frammg messages in Dole's front yard. Using Senate rules, they also can force votes and
action on major issues and legislation. Their role in the politics of welfare reform will
be especially critical. Thirty-five Senate Democrats supported the Senate bill and can
validate the notion that the President and many Democrats remain eager to support
bipartisan-reform. They also can carry the message that Dole has abandoned the
Senate's bipartisan common ground and his own history on the issue.

Senate Democrats can conduct a range of leglslatlve and press activities that
reinforce our core themes. These include floor speeches during "Morning Business”,
press conferences, Dear Colleagues, and regional press outreach by senators from key
states. Perhaps most important, we need to work with Senate Democrats on a joint



strategy for them to begin offering welfare reform amendments to prlonty Repubhcan
legislation if Dole refuses to act on bipartisan reform. Possible amendments include the
original Senate-passed bill, Breaux/Chafee, child support enforcement only, etc.

Because they are more removed from Dole and less united on the i issue, Hggusg~
Democrats will tend to be less helpful as a group on welfare reform. We should still
work with the leadership to organize activities like "one minute” floor speeches, press
conferences, Dear Colleagues, and regional press outreach by pro- -reform Democrats
from key states. House Democrats can be most helpful in tying the Republican (Dole)
welfare strategy to Gingrich and the extremist House freshmen. They can also offer
motions to recommit legislation with intructions to include bipartisan welfare reform.

Finally, moderate Democrats in Congress particularly Senator Breaux and the
House "Blue Dogs", will continue to be the main bridge to the Republicans on welfare
reform. Through op-eds, Dear Colleague letters, and floor speeches (particularly with
their moderate Republican allies), they can validate the notion that centrist, bipartisan
reform is doable this year. This would reinforce our push for a bipartisan bill and
weaken the Republican claim that the opportunity for reform has come and gone.

COMMUNICATIONS ACTIVITY

Columnists; We should reach out to national columnists and those in key electoral states
to carry the message that Dole is playing politics with welfare reform and is better
served politically by working towards a signable bill. Recent columns by Jerry Seib and
Mickey Kaus are good examples. This press focus is critical if Dole is to see welfare as
an issue for his "Majority Leader accomplishment" list and not the "Clinton obstacle" list.

Editorials: We should target some key markets in major electoral states and try to get
editorials written to the effect that Dole should stop playing politics with welfare reform
and move forward along the lines of the bipartisan centrist packages introduced in both
Houses. Administration officials, Democratic Governors, and Senate Democrats all
could be tapped to talk with editorial boards. :

Direct Administration/Cabinet: We should think about key opportuniti¢s for the
President and other Administration principals to carry the message that the President is
eager to sign a bipartisan welfare bill, but, if necessary, W111 continue to reform welfare
one state at a time.

We also should target a small handful of states (midwestern battleground states
with Republican governors who are potential VP candidates) for more intense press
outreach on the part of the Administration. This could include a combination of radio
interviews, editorial boards, op-eds, speeches to organizations in the state, etc.



TALKING POINTS
WELFARE REFORM MEETING
June 6, 1996

1. Our message as Democrats should be: We support welfare reform, but we're
not going to send America's children a Medicaid poison pill. We should focus the éntire
debate on the Republicans' cynical strategy to force a veto. We should attack them for taking
health care away from poor children and the cldcrly —-- and for holding welfare reform
hostage.

2. We support the Castle-Tanner welfare reform bill. We can support a block
grant as long as it provides health care and child care to move people from welfare to work.
In an ideal world, we would prefer immigrant deeming. But Democrats should unite behind
" the Castle-Tanner bill as much as possible.

3. Your strategy in committee should be: 1) Attack the Republican Medicaid
plan; and 2) Use Castle-Tanner as the basis of your substitute and amendments. We
can put the Republicans on the defensive on this issue by showing our own eagerness' for
welfare reform:

* Castle-Tanner as the basis of a substitute. It has broad bipartisan
support, including from some moderate Republicans like Nancy Johnson on Ways &
Means. The closer your substitute mirrors Castle-Tanner, the clearer it will be that
the real difference between Republicans and Democrats is over whether to gut
Medlcaxd not whether to support welfare reform

* Offer key elements of Castle-Tanner as amendments as well:

Maintenance of Effort: Castle~Tanner is 85% (and higher for states
that fail to meet work requirements); GOP bill is 75%.

Work Funding: Castle-Tanner provides $3 billion for work programs.

Individual Responsibility Contracts: Castle-Tanner requires welfare
rc‘cipicnts to sign personal rcsponsibility contracts; GOP bill doesn't.

Contingency Fund: Castle—Tanncr has a more responsive trigger in
economic downturns.




CONGRESSIONAL MODERATES' POSITIONS ON WELFARE REFORM

Major Areas of Concem =

: _I_rx_mgr_a_ts -- Reducmg the deep cuts and removmg bans on a331stance to legal

1mm1grants

‘ gd'ggigi—AE DC Linkage -- Retaining eategorical Medicaid eligibility for AFDC recipients
- and addressing health coverage for those who lose cash assistance due to time hmlts or

other ehglblhty changes

‘ .BQSPTImC Limit Vgughe_r_g - Requmng States to prowde voucher assistance to children in
: faxmhes that reach the S-year Federal tlme hmlt : '

Key Differen‘ce‘s‘BetWeen the Castle-Tanner and Chafee-Breaux Proposals

VRegessmng The Castle-Tanner bill allows for additional contingency fund expansxon

during reces31ons ‘while the Chafee—Breaux proposal does not.

| amlly g;gp The Chafee-Breaux proposal provndes complete State opt-m ﬂex1b1hty Whl]e 5

Castle—Tanner retams State law opt-out requ1rements ‘

: di Stamp I;me lelISZEQIk Regulgemgnts on 18-§ s. The Castle-Tanner bxll reqmres N

States to offer a work slot before termmatmg beneﬁts while the Chafee-Breaux proposal _

- does not. .

Food Stam mp Wineg Authority. The CaStle-Tanner proposal does not ihelude eny changes -

to the food stamp waiver authority; while the, Chafee-Breaux proposal does mclude a

E mgmﬁcant expansmn in waiver authonty
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| Congressional Moderates’ Positions on Welfare Reform

AFDC, WORK, & CHILD CARE } v
. State Funding/Mainteﬂance of Effort (MOE) Issues
Qverall MOE -- Raise level to 80% or hlgher \

gnsfgrablhgy -- Allow transfers to child care only, prohibit
transfers to Tltle XX Social Services Block Grant ‘

g;ggntmgengg Fmd - Require 100% MOE to access funds
Child Care -- Include State match on additional chlld care funds
Contmgency Fund
Base Fund -- Increase to $2 bllhon and make permanent

Recessions -- Allow further expansion of fund during recessions

Work Participation -- Greater State flexibility to meet work rates .

Family Cap -- Provide complete State flexibility

Equal Protections -- Require States to establish fair and eﬁuitable
treatment provisions end develop State accountability mechanisms

FOOD STAMPS T
Optional ﬁlock Grant -- Drop any version from bill -
Annual Cap on Program Spending -- Drop from bill -

* Shelter Deduction -- Do not change current law -

" Time Limits/Work Requirements'on 18-508 -- States must offer
work slot before terminating benefits

IMMIGRANTS
School Lunches -- Exemf)t from verification requiremerrts
Bans -- Drop Food Stamps and SSI bans
Medicaid -- Drop Medicaid ban

OVERALL SAVINGS TARGET

Admrmstranon -$40 House Coalmon -$50 Senate Moderates
mid-$40s

House
Coalition

2D -

Senate
Moderates

(+) indicates position consistent with Administration; (-) indicates position inconsistent with Administration; (0)

indicates partial support; (?) indicates unclear position.




Summary of Savings from Benefit to Inmigrants Restrictions
(7 year totals, dollars in billions, CBO estimates unless indicated)

SSI (no new exemptions)
Current law disabled exemption
" Exempt‘ those over 75

"Exenipt the disabled and over 75

Food Stamps (no new exemptions)

Exempt for households with
children (OMB estimate)

Medicaid '(no new exemptions)

_ HR4 --5 year ban on new entrants, deem
- - until C thereafter with a state optlon to
‘ban permanently

Child Nutrition (ban on illegals) '

Other (Uniform definition of ellglblllty
and Medicaid interactions) -

' Summ#ry

-
AT R e

ISP

Deeming untii - H.R. 4 Benefit Administratibn » House ‘ Senate
~ Citizenship Ban Coalition ‘Moderates
6.6 { 15.0>
66— 107
4.4 11.6 I\ v
44 ‘ 7.3 4.4 2= 7.3
06 06 0.7
NA 10 1.0 o
201022 o
NA 41 © 41
04
09 (included 0.9 (included - (included
above) above) above)
'9.5t010 23 t023.6 : 5.9 2l 121

! Senate moderates are con51der1ng exemptmg only those disabled and over 75 currently in the country This would only shghtly

increase savings over the level shown.

CBO estimates are from multiple bills. Program interactions and dlﬁ‘erent enactment dates may compllcate comparisons.
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~ families that take in foster children, it caps and block-grants funding for placement
© services, case-worker training, and program ‘administration. 'The Administration supports
mamtalmng the cumcnt program structure which automaucally adjusts to changes in need.
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Welfare Conference Report Tallung Pomts

Child Care. The Conference report SIgmﬁcantlv underfunds child care necessary to make

 welfare reform a success.. Based on CBO analyses, and taking into account both Federal

and State funding, an additional $S to $6 billion total would be necessary to provide child

-care to those in the Conference work program and to maintain current law fundmg for the .
" working poor (not takmg into account increased need among those leaving welfare for

work). The work provisions in the Senate bill and the NGA proposal would give States ‘
‘much more ﬂex1b111ty than the Conference report to meet the work requirements, and -
would reduce the costs of child care subsvantxally The Admzmstranon stronciy supports
addmonal fundmo for cIuld care. ’ - S

: Illegmmacy The Conference provxdes addmonal grants to States that reduce out—off
- wedlock births. Secretary Shalala noted in her letter to conferees, however, that the
Administration “does not support the so-called illegitimacy bonus in the House and Senate

bills, which some bel1evc could promote abomon and wmch is unw orkable in 1ts cun:ent
Child Pfotééﬁon. Despite growing nufnbers of ‘abﬁséd‘ and xicgléétéd clﬁldre'n‘r'xeeding
pretection services, the Conference legislation block grants a portion of the open-ended

programs funding such services. While the Conference bill maintains direct payments to

o

' Fo‘od Stamps. The: Confer‘ence bill would cause irreparable damagc to the food stamp

program - the only national universal safety net. The program would lose its ability to

‘respond dunng an- economic recession under the proposed annual cap on food stamp
' 'spendmo and the optional food stamp block grant. While the Administration opposes many
- of the cuts in the Conference bill, two are particularly harsh on needy rec1p1ents First, the
‘bill would place a cap on the amount of shelter expenses that poor families can deduct from
. their income -- forcing families to chose between paying rent or buying food. This would

reduce benefits to 2 million low i income families with c¢hildren. Second, the bill would

. foree States 'to terminate benefits 1o mdmduals who are willing to comply with a work

requirement but for whom the State will not provide a work or training opportumty
CBO/USDA estimate that about 700,000 otherwise ehg1ble people would be demed
assistance under this provision in a- typlcal month.

School Lunch. The Conferencc legxslauOn would allow a School Lunch and Breakfast
blcck grant to be eszabhshed 1in one State in each of the seven USDA tegions. These block
grants would not require States to serve the same number of children'they did before the
block grant took effect, and would weaken the national standards ensuring that nutritious’

- meals are available to-all children. Under the block grant, schools would be allowed to

increase the price of meals served to children between 130 and 185 percent of poverty, -
thereby mcreasmg food costs for low-mcome farmhes ”

-
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SSI'Kids and Other SSI Provisions. The Conference would tighten eligibility standards

for childhood disability for current and new beneficiaries. More than three quarters of the
children remaining in the program who become eligible in the future would have their

" benefit reduced by 25 percent. In addition, the age of eligibility of elderly SSI benefits o
- would be linked to the normal retlrement age for Social Security benefits. This would A
~ gradually increase age of eligibility for elderly SSI benefits to 67, eliminating benefits to as -
- many as 100,000 of the poor elderly. Finally; the Conference would eliminate existing -
" maintenance of effort requirements for state supplement payments. Several million SSI
recipients depend upon State supplements for an average of $100 per month in benefits.

o ‘Medicaid Eligibility. Currently, AFDC recipients are categorically eligible for ‘Medxcai‘c'i‘ -

The Conference bill, however, would séver the link between eligibility for cash ass1stance

- and Medicaid benefits. Under the new cash block grant, recipients would not be

automatically eligible for Medicaid. As a result, millions of poor chxldren and prcgﬁant
women could lose access to health care coverage. '

3/3
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Welfare Reform Proposal
Mamtenance of Eﬂ'ort o | 7
Requlre an 85% maintenance of effort through 2002, with an increase in the MOE to 90% for states
. that fail to meet the participation rates and a reductlon to 80% for states that meet performance .
; requrrements : : , ‘
T ransferability
" Restrict transfers from the TANF block grant to only the child care. block grant and ltmtt the transfer to
- 20% of the block grant , \ , ‘ A

' Peiformanc'e Bonus

* Provide performance incentives through a combznatzon of cash payments to hlgh perfor mance states (up
. o $1 bzllzon) and hlgher MOE for low-performance states. ‘ , :
Contingency Fund
Increase contlngency fund to $2 brlhon
o Allow states that quallfy for contlngency funds to draw funds even 1f the $2 brlhon authorrzatlon has - -
been exceeded if there is a downturn in the national economy not assmned in the CBO pro;ectlons

(Contlngent on CBO scoring)

"Require a 100% malntenance of effort before a state can draw down funds from the contlngency fund.

.Work participation rules

Change work partrcrpatlon requrrement to 25 hours a week.

~Give states the optlon to reduce the work requlrement to 20 hours for parents W1th chrldren under age 6
Count 1nd1v1duals leavrng welfare to accept prlvate sector employment in meetmg partrclpatlon |
requirements for one year provrded that they remain employed ‘
‘ Chlld Care
o Increase chrld care spendlng by $4 brlllon above conference report

Requ1re states to match additional federal child care funds at current match rates (retaln 100%
maintenance of effort in the conference report for base level funds). .

Work program fundmg
' Provrde $3 billion additional funds for work fundlng that states can draw in addrtton to TANF funds
beginning in 1999 if the state is spending 100% of 1994 levels on work programs and demonstrates
that it needs additional funds in order to meet the work participation requirements. Require states to
coordinate TANF work programs with one-stop shopping centers established by the CAREERS Act.
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Indwndual Responsnblhty

Adopt the requirément in ‘the Coahtlon blll and the Senate blll that welfare rec1p1ents sign an 1nd1v1dua1 ,‘
; respons1b111ty contract developed by the state upon becommg ehglble for cash assistance. :

Indmdual protectmn

Reqmre states to have ob_]ectlve and equltable standards for determining e11g1b111ty and certify that the
. state has cstabhshed a due process appeal for mdmduals who have been demed assxstance '

State Accountablhty

Provide the Secretary thh the authortty to reduce or mthhold payments to states if the state does not
meet the requlrements of the statute. , o L .

Q‘Famﬂy Cap. S
Prov1de states w1th complete ﬂembﬂlty on fatmly cap D&’ ){ ,0.)\( L

~Child Welfai‘e

: _ Eliminate. optional child,‘welfa‘_'re‘ block grant. .

Food stamps -
- Set savings target of $22 billion ‘
Eliminate the optlonal block grant
‘ Adopt the work requirements from the Coahtxon b1ll which requlres able~bod1ed md1v1duals
between age 18-50 without children to work or participate in a work program, but does not
-eliminate benefits if there is not a slot available in a food stamp work program. -~
- Non-citizens . n
Exempt battered ;women from deeming reoui:enients D

Exempt families with vch’ildrien from food stamp ban.

Exempt dlsabled kids- ﬁ'om ban
Excmpt mdmduals over 7 5 from the ban

Exempt mdmduals who have paid FICA taxes for 60 months (20 quarters)
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SUMMARY OF WELFARE PLAN %

" five year’tima linit‘(Senate, NGA, conference)"

‘ 80% maintenance of effort for Title I block grant (Senate)

100% maxntanance of effort for addltlonal Chlld care and

' contlngency funds (Senate) . v R

* FMAP match for. addltlonal Chlld care and cont;ngency funds’

(Senate)

. ‘,l

optlonal famzly cap (Senate, NGA)
child welfare/foster care current law (Senate)
repeal IFA for ch:ld:en's‘ss:, new definition of childhood

disability, 100% of benefit for those who remaln ellglble
(Senate, '‘NGA) delay effective date (NGA) L

‘broad minimum health and safety requlrements for chlld

care (Senate)

‘no block grants in child nutrition; means testing of Chlld
and Adult Care Feed;ng Program; children of illegal

immigrants remain ellglble for child nutrltlon asszstance

“‘(Senate, NGa) -

| 50% work participation rate by 2000 (Senate)

35’ hours of work per week requ;red by 2002 (Senate)

- state’ opt;on to allow single parents with a child under 6 to '

work 20 hours a week and count toward the part1c1patlon rate
(Senate NGA) ‘ . ,

five-year ban on most federal “needs—based” beneflts for
legal zmmxgrants (Senate)* ~

‘immediate ban .on SST for most legal 1mmxgranxs (Senate)*

deeming of legal 1mm;grants until naturallzatlon
_(conference)*-

allow legal 1mm;grants access to publlc health programs*

The NGA made no recommendations on immigration issues
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: }'OU'I'STAN'DIANG 'MEMBER . 'ISSUES

Child care fundipg:

$8 billion over five years ($9.9 billion over seven years) in

mandatory spendlng for AFDC related child care (Senate)

$14 8 billion over seven years 1n mandatory spendlng for (
AFDC—related chlld care (NGA) (cost $4.9 billion) E

‘Contingency~fund

$1-billion over seven years for contlngency fund (Senate,
conference) : y 4

$2 billion over seven years for contlngency fund (NGA)
(cost $1 bllllon) . o o

1
Performance bonus'--',’ , - R

PrOVlde cash bonuses of five' percent annually to states that

. exceed specified employment-related performance target

percentages. These bonuses would be funded with additional
money, not out of the block grant base (NGA) (cost: up to
$4.1 billion, - depending on performance target) '

Percentage of Title I block grant funds set aside to provide
bonuses to states with hlgh JOb placement rates (Senate)

The five states with the hlghest performance in five areas
(including job placement) could reduce their maintenance of
effort by two percentage points (conference) (cost: none)

)

1.

'88I ban add exceptlon for disabled (cost $4. 3 billion) or
for elderly over 75 ($3 4 bllllon)

sze -year ban Add non-emergency Medlcald as exceptlon to.
_flve year ban on means- tested beneflts (cost $4.1 bllllon)

.«f4Correct SSI “backsplash’ (coSt $1.4 blllzon)‘
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Food stamp block grant_ '

'Allow states the optlon to convert food stamp program into

" block grant so long as 80 percent of the funds are spent on

Vfood (Senate)

. Allow states'to convert‘food stamp'program into block grant
if one of three conditions: 1) state implements statewide
electronic benefits transfer system; 2) state has a pyment

- error rate below six percent or, 3) state buys in to a block

. grant by paying  the difference between its own exrror rate- at
T six percent (conference, 'NGAJ (cost: none) - :

'.‘Ellmlnate opt;onal food stamp block grant (cost 5860

million)

‘Food stanp work requzrement

Termlnate food stamps after six months of every year fork
able-bodied childless recipients age 18 to 50 who are not
working, regardless of whether a job is available (Senate).

‘Terminate food stamps after four months of every year for
able-bodied childless recipients age 18 to S0 who are not
working, regardless of whether a job ls“avallable, :
(conference, NGA} (sav;ngs $1 9 billion) :

Termlnate food stamps after six months of every year for .
able-bodied childless recipients age 18 to 50 who are not-
working even though they were offered a work slot
(Admlnlstratlon) (cost: $2.4 bllllon)

Give- states the option of termlnatlng food stamps after six
months of every year for able-bodied recipients. age ‘18 'to 50

' who are not working, regardless of whether a ]Ob is avallable

(cost between $0 and $2 4 bllllon)



“Welfa‘r}e Reform Issues

AFDC WORK, & CHILD CARE ,
‘ State Fundlng/Mamtenance of Effort (MOE) Issues
‘Overall MOE -- Raise level to 80% or higher
Transferabrhty -- Allow transfers to Chlld care only, proh1b1t transfers to T1tle XX
Soc1a1 Services Block Grant ‘
‘g;gntmgency Fund -- Reqmre 100% MOE to access ﬁmds Y
_ Child g;are -- Include State match’ on addmonal Chlld care funds
Contmgency Fund o
Basg Fund -- Increase to $2 billion and make permanent
&egessmn -- Allow further expansmn of fund durmg recessrons
| Chlld Care -- More money and quahty standards
Work Partlclpatlon --,Greater State flexibility to meet‘work rates
~ Performance Bonus -- Better incentives for States
) Family Cap -- Prov1de complete State flexibility ‘
Equal Protectlons -- Establish fair and equltable treatment prov151ons and vouchers,
‘develop State accountabrhty mechamsms o - }’ L
. Medlcald -- Coverage for welfare families - ‘ |
‘ Dlsplacement -- Workfare not dlsplacmg jobs
. FOOD STAMPS
' - Optional Block Grant -- Drop any verswn from bill o _
'Annual Cap on Program Spendmg -- Drop from blll o -
I:-Shelter Deductlon -- Do not change curreht law o o
. Time Limits/Work Requlrements on 18 505 -- States must offer work slot before
, terrmnatmg benefits
IMMIGRANTS . | o
School Lunches -- Exernpt from ver1ﬁcat10n requlrements N
Bans - Drop Food Stamps and SSI bans |
- Medicaid -- Drop Medicaid ban
, .CHILD PROTECTION
’ .No Block Grant -
: OVERALL SAVINGS TARGET
| Admmrstratrom '$40°
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THE CLINTON ADMINISTRATION’S AC’I‘IONS T O REFORM VVELFARE

Under the Chnton Admlmstratton Amenca § welfare system has changed profoundly The evidence of
President Clinton’s leadershrp can be seen in both the evolving debate about national reform and in the positive -
- changes that are now occurring under federally- -approved state demonstrations. As the president has
emphasized, welfare caseloads are down while work and training activities among recipients are up, the poverty
rate is down, teen pregnancy rates are down, food stamps rolls are down and child support collectlons have
reached a record high. - ’

Sta'te -We!fare Demonstration '

Smce takmg ofﬁce the Chnton Admtmstratron has approved 58 welfare reform demonstrattons in 37 states, ‘

(hae-grarned‘wai'm more sr:ate-s than ali previous admuustrattons combmed In an. average month, these

- welfare demonstrations cover more than 10 rmlhon people representmg approxzmately 75 percent of all AFDC
- recipients. States are implementing - poats: requiring work, ttme-lumtmg assistance,
making work pay, improying chﬂd support enforcement and encouragmg parental responsibility.

v-:.-arws.s-j wtwwv. \o:!

Self-sufﬁciency )

~ Due in part to both the Admlmstratron s emphasrs on welfare reform and 1ts pohc1es to strengthen the economy,
welfare caseloads are down by 5 percent since President Clinton took office in January' 1993. This represents
700,000 fewer recipients who receive Aid to Families with Dependent Children (AFDC) each month. The
-number of adult recipients participating in work and training activities is up dramatically since the President -
took office. In the fiscal year before the President took office (FY 1993), a monthly average of 510, 000
" welfare recipients participated in the Job Opportunities and Basic Skills Training Program (JOBS). In the latest
e year for which data is available (FY 1994) a rnonthly aVerage of 600,000 recxptents parﬂcrpated in JOBS, an
increase of nearly 18 percent .

- Work and_Responsibility Act of 1994 &.d 'B~(n~.~u( E&é— N oP_ ﬁfﬁ:
) . aJ s p / m\:

416, A ‘
In 1994 the Clmton Admlmstratlon mm;sweepm elfare reform, prapese] des ed to promote work
§ B et e I
encourage parenta d‘r.esponsrbthty, and protect children. an included-tine-fimited-assistanse—tough work
requuements ARiid Care to help people move from welfare t0 worl& Eeqmremeate-thet teen parentsﬁtve at home
and stay in scﬁool as a condatlon of recexvmg ass1stance and oomp:ef;enswe child support enforcement The-
G ‘ et.  Congress and the National

‘ 'Govemors Assoctatwn have mel’aded—ﬂ?mf-ef-ehe provisions Premmfmoﬂ—hes—wﬂm their ewsr
welfare reform proposals “‘\C“'\”"""‘ a winlse~ '8 Eom o p\ IR‘{jo

© ecor oo EE , ( ‘ ew? : {(* :
| Chxld Support Enforcementi o “'v \ru»/ L W(f (L’"“" 7) \;ﬁfm owe,
. & -
. R . , . i ,' m ’ N
The President has prepesed-gasuat-es -.:.: chrld support rcement JincEed respurees by 32 percent -
since taklng foice The President has—a "I“ alcen xecunve to make %ﬁd&r&l : Cat-2~-FRode

v M 2
) £ - £ av =W Bilid -n.\
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om-parents-who iove Yronstate e—Ag-a-resuit-of-theseefferts, fhe Clinton Admrmstranon T
child support colféctions by nearly 40 percent and increased paternity establishment by over 40 percent between )
1992 and 1995( Under legislative proposals.supported by the President, child support collections could increase
by $24billion over the next 10 years. These measures include streamlined paternity establishment, employer
. reporting of new hires, uniform interstate child support»lews, computerized statewide collections, and tough
- new penalties such as driver’s license revocatione At the urging of the President, Congress and the NGA have
included al] of the Admunstratron ] provrsronsnt%} child support enforcement in their welfare reform bills.

@/“'LDV_\J/O\N iap-a
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Statement by Donna E. Shalala

Secretary of Health and Human Services

5

I am disaépointed that the Seﬁate Finance Committee has chosen to
continue td take a "poiéohAﬁill" approach of combining meanianulb
welfare reform with a misguided attempt to block grant Medicaid.
The President has made it clear that he stands ready to feform
welfare so that we reward work and strengthenyfamilies. But he
will not allow the Congress to take éway the federal guafantee of
'health care covérage’to 37 miliion vulnerable Aﬁeficans including
18 million children, six million peoplé with disabilities, and four
million frail senior citiéens.f our natioﬁ needs welfare reform and
a rational reform of Medicaid. But we don't need legislation that
leaves Aﬁeriéans more vulnerable and less prepéred for the

challenges ahead.
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THE CLINTON ADMINISTRATION’S ACTIONS TO REFORM WELFARE

Under President Clinton’s leadership, America’s welfare system has changed profoundly. Three out of four
AFDC recipients are now covered by reforms approved by the Clinton Administration. Welfare caseloads
are down, the poverty rate is down, teen pregnancy rates are down, and Food Stamp rolls are down, while
work and training activities among recipients are up, and child support’ collections have reached a record

high. "Bill Cliiton can justifiably claim that he has indeed ended welfare as we know it." Douglas J. Besharov, Amencan
Enze:pnse Institute, Business Week,. May 24, 1996

.'

Executive Action On May 4, 1996 President Clinton announced four measures to make responsibility the
law of the land, by ensuring. that teen mothers on welfare stay in school and live at home. These four
executive actions include: requiring all states to submit plans for requiring teen mothers to stay in school
and prepare for employment; cutting through red tape to allow states to pay cash bonuses to teen mothers
who finish high school; requiring all states to have teen mothers who have dropped out of school return to
school and sign personal responsibility plans; and challenging all states to require minor mothers to live at
home or with a responsible adult. With these actions, we’re focusing on one of the key components of
welfare reform: parental responsibility. And we’re putting young mothers on the rzght path, toward
cmployment and self-sufficiency.

State Welfare Demonstrations Since taking office, the Clinton Administration has approved 61 welfare-to-
work programs in 38 states -- more than all previous administrations combined. In an average month, these
welfare demonstrations cover more than 10 million people -- approximately 75 percent of all AFDC
recipients. With our support, states are reforming welfare by requiring work, time-limiting assistance,

making work pay, improving child support enforcement, and encouraging parental responsibility. "As senators
dicker over welfare policy ... President Clinton has fostered what amounts to a quiet revolution ... While Republicans talk wholesale
overhaul, the Clinton Administration lets states cut rolls." New York Times, 8/13/95.

Self-sufficiency Due in part to the Administration’s emphasis on welfare reform and its policies to
strengthen the economy, welfare rolls have decreased by 1.3 million -- almost 10 percent -- since President
Clinton took office. Participation in the Food Stamp program has dropped by over one million people --
with a savings of more than $1.3 billion since August 1994. ' In addition, the number of adult recipients
participating in work and training activities is up dramatically since the President took office. In 1992,
about 510,000 welfare recipients participated in the Job Opportunities and Basic Skills Program (JOBS).
According to preliminary data, about 650,000 welfare recipients participated in JOBS in 1995 an increase
of 28 percent over 1992.

Work and Resgonsibilitg Act of 1994 (H.R. 4605 and S. 2224) and Balanced Budget Plan of 1996 In

1994 and again in 1996, the Clinton Administration proposed sweeping welfare reform plans designed to
promote work, encourage parental responsibility, and protect children. These plans impose tough time limits
and work requirements, provide more funding for child care, require teen parents to live at home and stay

“in school, and crack down on child support enforcement. Congress and the National Governors’ Association

have incorporated a number of provisions from the Clinton plan into their welfare reform proposals. The
President’s 1994 proposal represents “the toughest work requirements ever attached to welfare, the first serious effort by any
President, Democrat or Republican, to stop the disastrous generational cycle of America’s dole society.” New York Times, 7/31/94.

Record Child Support Enforcement In 1995, the federal-state partnership collected a record $11 billion
from non-custodial parents, an increase of $3 billion or nearly 40 percent since 1992. In addition, paternity
establishments increased by over 40 percent from 1992 to 1995. President Clinton also signed an executive
order to make sure federal employees pay the support they owe. Under the President’s legislative proposals,
child support collections could increase by an additional $24 billion over the next 10 years. Congress and
the NGA have included all of the Administration’s provisions for child support enforcement in their welfare
reform bills.



WELFARE REFORM AND DRUG TESTING

The Clinton Administration has already given several states welfare reform waivers to
test innovative ways to combat drug abuse -- including drug testing, substance abuse
screening, mandatory drug treatment, and tough sanctions. The President's welfare reform
plan, the Work First and Personal Responsibility Act of 1996, would allow states to dectde
for themselves whether to implement drug testing for welfare rec1p1ents

Welfare Reform Waivers to Afllow Tough Drug Policies

The Clinton Administration is giving states the tools they need to get welfare
recipients off drugs, and to get tough with those who refuse to cooperate. In the past three
years, the Administration has granted a record 61 waivers to 38 states to reform their welfare
systems. These waivers include:

. South Carolina: Earlier this month, the Administration approved a waiver to
allow random testing of welfare recipients identified as having drug problems.
Those who refuse to comply with treatment can lose all welfare benefits.

»  Texas: Through a waiver approved in March 1996, applicants must sign a
personal responsibility contract that makes drug abstinence a condition of
eligibility for benefits. Recipients convicted of drug crimes after signing the
statement are subject to increasing sanctions.

. Ohie: Approved in March 1996, this waiver requires»preg'nant women to
participate in substance abuse screening as part of prenatal care, with sanctions
-for failing to comply.

. Oregon: Also approved in March 1996, the Oregon plan requires welfare
: recipients identified as having drug problems to get treatment. Failure to
comply results in escalating: sanctions that lead to a cutoff of all benefits.

. Connecticut: Under a waiver approved in August 1994, welfare recipients
" with identified drug problems must comply with drug treatment, with sanctions
for failure to do so.

The President’s Welfare Reform Plan Allows States to Implement Drug Testiﬁg

The President's welfare reform bill, the Work First and Personal Responsibility Act of
1996, already allows states to carry out drug testing of welfare recipients. Under the
President's plan, all welfare recipients are required to sign personal responsibility contracts,
which spell out the responsibilities they must meet in order to receive assistance. States
would be able to decide for themselves whether to include drug testing and treatment under
their personal responsibility contracts. '



‘Under the President's plan and any other welfare reform plan, courts will subject any
state's drug testing efforts to Constitutional scrutiny to make sure they are consistent with the
"reasonable requirement" under the 4th Amendment.
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PROVISION ADMISTRATION BILL WISCONSIN WORKS | CONFERENCE BILL _
Guarantees Child Care | YES ~ ves NO
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WISCONSIN WELFARE REFORM

~-The Wisconsin plan does the very thing the President
advocated when he called for an end to welfare as we know it:
replacing a system based on dependency with a system based on
work. As the President has always proposed, the Wisconsin plan
guarantees a job instead of a welfare check.

-The Wisconsin. plan does two things that the President has -
always advocated and that the Dole-Gingrich welfare bill he
vetoed failed to do: it guarantees health care and child care so
people go to work and stay off welfare. The real story here is
the difference between the Wisconsin plan and the Congressional
Republican welfare bill on health care coverage and providing.
child care. The President has always insisted on these
provisions -- and that is one of the major reasons he vetoed the
extremist Republican plan.

-When the President called for an end to welfare as we know
it, he said that anyone on welfare who can work should go to work
and no one who can work should be able to stay on welfare
forever. The Wisconsin plan includes a five-year lifetime limit
that was included in every major welfare bill -- Republican and
Democrat -- that Congress took up in the past year. The
President has supported a 5-year limit; it's included in his FY397
budget proposal; and every member of Congress in both parties has
voted for a bill that includes a lifetime limit.

-The President believes the current system is fundamentally
flawed, and he will support any serious effort to move people off
welfare into work and to restore basic American values of
responsibility and family. We've approved more than 60 different
welfare reform experiments in 38 states to do that. We're
pushing Congress to pass comprehensive welfare reform that is
serious about putting people to work -- which the bill the
President vetoed was not.

-Furthermore, this is nothing new. We've already granted 3
walvers to Wisconsin. We're glad that Wisconsin and other states
keep coming up with innovative prOposals to require work, demand
responsibility, and promote family. It's worth noting that the
. Clinton Administration has granted more welfare reform waivers in
3 years than the two previous Republican Administrations granted
in 12 years. (61 for us vs. 11 under Bush & 13 in Reagan's 2nd
term) ~

OTHER POINTS TO REITERATE:

1. Welfare rolls are down 1.3 million since January 1993

2. Food stamp rolls are down 1 million since 1993. )
3. Child support collections are up 40% since January 1993, to a
record $11 billion in 1995. :



-We find it interesting that this proposal wasn't in the
Republicans' own welfare plans this year (and was not even
offered as an amendment) -- and that Senator Dole plans to
announce it in Wisconsin, which has the most revolutiocnary
welfare reform proposal in the country but doesn't see fit to
include this provision. ,
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WISCONSIN WELFARE REFORM DEMONSTRATIONS APPROVED BY
THE CLINTON ADMINISTRATION

Wisconsin's reform plan, "Wock Not Welfare,” requires that most AFDC recipients either work
or look for jobs. The plan provides case managemment, employment activities and work
experience to facilitate employment. Receipt of AFDC benefits will be limited to 24 months in
a four-year period, except under certain conditions, such as an inability to find employment in
the Jocal arca due to a lack of appropriate jobs. Upon exhaustion of benefits, recipients become
ineligible for 36 months.

- With emépﬁons,clﬁldrenbomwhﬂeémomermcivesmwﬂl oot be counted in
determiniog a family's AFDC grant. In addition, child support will be paid directly to the
AFDC custodial parcnt in cascs wheve the funds are collected by the state. '

Wisconsis /s request was received July 14, 1993, and granted Nov. 1, 1993.

In addition, under Wisconsin's AFDC Besiefit CAP (ABC) Demonstration Project, no edditional
benefits will be provided to existing Aid to Families with Dependent Children cases due to the
birth of a child, with exceptions, although additional children will remain eligible for Medicaid
benefits and food stamps. All AFDC recipients will be offered family planning services and
insuuctions on parenting skills, The:.new rule gocs imo effect ten months after the
demonstration is implemented. _ :

' For this waiver, Wisconsin’s application was received on Feb., 9, 1994, and approved on June
24, 1994, _ o V "

Tnder W sconsin's statewide "Pay for Performance” (PFP) project, AFDC applicants must mect
with a fir uncial planning resource specialist to explave elernatives to welfare. : Failure to do so
without ; vod cause results in denial of eligibility fir AFDC benefits for all members of the
family. o i ; :

Individuals who still waut to apply for AFDC after meeting with the financial planning resource

specialist must coraplete 60 hours of JOBS activities prior to approval for AFDC. At least 30

of the 60 hours must include contact withemployers. Not completing thig requirement without
~ good cavsc will result in denial of AFDC benefits for all members of the family, -

Recipierss who do receive AFDC are required to parvicipate in JOBS for up to 40: hours per
week. lor each hour of non-participaion, the AFDC grant will be reduced by the Federal
minimum wage. If the AFDC grant is fully exhausted, the remaining sanction will be taken
-against !¢ Food Stamp allotnent. If houes of participation fall below 25% of assigned hours
without § vod cause, no AFDC grant will. be awarde.! an! the Food Sump emount will be $10.

Wisconrin's waiver was requested Apﬂl.:i,s. 1995 2134 approved August 14, 1995. :

1.
i

u



WISCONSIN

STATISTICS RELATED TO WELFARE REFORM

AFDC: The total number of AFDC recipients in Wisconsin has decreased 23.6 percent,
from 241,098 in January 1993, to an estimated 184,209 in January 1996. |
Teen Pregnancy: According to the CDC, the birth rate for teens aged 15-19 declined four
percent from 1991 to 1993. The birth rate for teens 15-17 declined two percent from 1991
to 1992, and remained stable in 1993. Teen pregnancy rates, currently unavailable for
1993, declined from 1991 to 1992 in 30 of 41 states that reported data to CDC. In
Wisconsin, teen pregnancy rates dropped by 6.3 percent.

Child Support Enferccment: In FY 1995, Wisconsin distributed $427,487,251 in child
. support collections, up from $293,459,750 in FY 1992 (a 45.7 percent increase). In
addition, the number ‘of cases in which families received child support services rose 39.3
percent, from 399,159 in FY 1992 to 411,085 in FY 1995. The state also increased
paternity establishment by 45.4 percent, from 17,678 in FY 1992 to 20,994 in FY 1995.

WELFARE REFORM DEMONSTRATIONS APPROVED BY THE CLINTON
ADMINISTRATION

Wisconsin’s reform plan, "Work Not Welfare," will require that most AFDC recipients
either work or look for jobs. The plan provides case management, employment activities
and work experience to facilitate employment. Receipt of AFDC benefits will be limited to
24 months in a four-year period, except under certain conditions, such as an inability to
find employment in the local area due to a lack of appropriate jobs. Upon exhaustion of
benefits, recipients become ineligible for 36 months. .
With exceptions, children born while a mother receives AFDC will not be counted in
determining a family’s AFDC grant. In addition, child support will now be paid directly to
the AFDC custodial parent in cases where the funds are collected by the state.

Wisconsin’s request was received July 14, 1993, and granted Nov. 1, 1993. WNW is a
signature initiative of Governor Thompson. Although approved by the state legislature with
some Democratic support, WNW has been criticized by advocates, labor, arid minotity
leaders.

In addition, under Wisconsin’s AFDC Benefit Cap (ABC) Demonstration Project, no
additional benefits will be provided to existing Aid to Families with Dependent Children
cases due to the birth of a child, with exceptions, although additional children will remain
eligible for Medicaid benefits and food stamps. All AFDC recipients will be offered family
planning services and instructions on parenting skills. The new rule goes into effect ten
months after the demonstration is implemented. :

As of May 17, 1996



For this waiver, Wisconsin’s application v;fas received on Feb. 9, 1994, and approved on
June 24, 1994. C '

Under Wisconsin’s statewide "Pay for Performance” (PFP) project, AFDC applic'amts must
meet with a financial planning resource specialist to explore alternatives to welfare. Failure
to do so without good cause results in denial of eligibility for AFDC benefits for all
members of the family.

Individuals who still want to apply for AFDC after meeting with the financial planning
resource specialist must complete 60 hours of JOBS activities prior to approval for AFDC.
At least 30 of the 60 hours must include contact with employers. Not completing this
requirement without good cause will result in denial of AFDC benefits for all members of
the family. ‘

Recipients who do receive AFDC will be required to participate in JOBS for up to 40 hours
per week. For each hour of non-participation, the AFDC grant will be reduced by the
Federal minimum wage. If the AFDC grant is fully exhausted, the remaining sanction will
be taken against the Food Stamp allotment. If hours of participation fall below 25% of
assigned hours without good ‘cause, no AFDC grant will be awarded and the Food Stamp
amount will be $10. '

Wisconsin’s waiver was requested April 18, 1995 and approved Augu_st' 14, 1995.
Although passed by the Legislature with bipartisan support, the statewide family cap has
been criticized by advocates and the Catholic Church.

Governor Thompson repeatedly has criticized the waiver process describing it as a process
in which the governors have had to come to Washington to "kiss the ring" of the
bureaucrats to obtain approval. In this Administration, we have approved all three of
Wisconsin’s waiver requests in a manner that demonstrates our resolve to provide state
flexibility. All but one of these requests was approved within the 120 day target
established by the President for reaching a decision, and the one exception was approved
within 135 days. '

Governor Thompson also has claimed repeatedly in various forums that the Federal
Government only allowed Wisconsin to implement the Work Not Welfare (WNW)
demonstration in two counties. In point of fact, the State never requested authority to
implement the project in more than two counties nor did HHS ever indicate that we would
restrict the ‘scope of the demonstration. -

Being the first state to propose time limits with very limited extensions, WNW also
required careful attention in resolving a number of issues. This included a visit to the State
by senior HHS officials to work out agreements around several issues. For example, the
State originally asked for a strict time limit. After lengthy discussion we agreed to allow
the State to impose a time limit as long as there was an exemption for persons who have

As of May 17, 1996
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made all appropriatee‘ffortsjo find work and are unable to find employment because local
labor market conditions preclude a reasonable job opportunity. In addition, we agreed with
the State’s concern that the demonstration was not best suited to a random assignment

-evaluation. As a consequence, we allowed the State to employ a non- experlmema!

evaluation design that we believe will also contribute to our knowledge concerning the
application of non-experimental impact evaluation of welfare reform.

PENDING AND ANTICIPATED WAIVER REQUESTS

' Wisconsin has passed legislation to implemeﬁt a project called Wisconsin Works (W2) that -

would eliminate the AFDC program by January 1999. W2 would replace the AFDC cash

VV ~ and health care entitlements with work requirements in subsidized or unsubsidized jobs.

Wisconsin’s waiver application appears to follow the provisions in the W2 legislation and
proposes to amend two existing demonstrations: : Pay For Performance, which is operating
statewide; and Work Not Welfare, which is operating in a small number of counties.
Provisions of W2, if approved, would apply in addition to those existing demonstrations
statewide and/or in the respective counties. - -

Wisconsin proposes to guarantee placement in jobs; increase the value of assets and a car
that recipients can own; change health coverage provisions; base payment amounts on type
of employment rather than family size; and limit total lifetime participation in job
placement to 24 months and in AFDC to 60 months. Clarifications are needed on several
remaining issues and questions about how these prowsxons would be lmplemented

HHS received Wisconsin’s application on May 9, 1996. This waiver applicaticn is the .
state’s first step in lmplementmg WZZ legislation. In the near future, we expect additional,

. larger applications.

ADDITIONAL BACKGROUND'

~ The state legislature has recently passed Govérnor Thompson’s welfare reform initiative,
“Wisconsin Works. Governor Thompson has stated publicly that he has completed welfare

reform for the state and the Clinton Administration is the final hurdle. Labor, community
advocates, and religious organizations have provided vigorous opposition to many issues in
the Governor’s proposal, particularly the lack of protections for beneficiaries reaching the
time limit, payment of a sub-minimum wage to some beneficiaries, and displacement of
organized state and local employees. Numerous Democratlc state leglslators have expressed

* support for the ﬁnal welfare reform package

As of May 17, 1996
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Democrats support broad flexibility as to how States shape
welfare to work programs. This has been seen in the waivers
issued by the Clintcon Administration. States want to go beyond
the waiver process to obtain easier and broader flexibility. Such
flexibility should be achieved in ways that are combined with
some national standards to assure State accountability for
Federal decllars. There is a national interest in moving parents
on welfare to work, breaking theixr cycles of dependency for their
sake where they exist and clearly that facing their children. _
That natiocnal interest will not be carried out if Federal dollars
are basically substituted for State dollars. .

- Most of the dollars saved in the bill being presented to the Ways
and Means Committee by the Republicans come from two programs
that go far beyond welfare reform: services for legal
immigrants; and food stamps. :

Democrats have favored and continue to favor reforms in those

. programs. We have supported reforms in the deeming of a
sponsor’s income to the legal immigrant to determine eligibility
for social service programs and favor further efforts to
.strengthen these provisions. We also have led efforts to tighten
the food stamp program and eliminate abuse .in it. As members who
have actively supported deficit reduction, we will continue to
search for ways to cut the budget and reduce the deficit--the
right way. If the Republican efforts in these two areas were to
succeed, it would mean: not only the potential for block grants
of food stamps but especially in times of recession in a state,
lots of hungry families because of the reduction in food stamps
for families with high housing costs and persons with periods of
layoffs beyond four months; and as to legal immigrants, immense
added financial pressures on local government through the bannlng
of legal 1mm1grants from a large number of programs.

We have said before and say again: Welfare reform is essential;
it can only be achieved on a bi-partisan basis. Democrats remain
ready and prepared for a bi-partisan approach. The major
question continues to be: are the Republicans on this '
Subcommittee, in the full Ways and Means Committee; on the floor
of the House and in the Senate°
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***Stiltharsh on kids

' The new bill :
**does not assure that, as a parent moves from welfare
to work, health care will be available as now provided under
Medlcald if not provided through employment

. ++does not assure adequate child care where needed
~ because: l) there is no assurance of health and safety standards;
2) there is a 20% cut in the Social Services Block Grant that is
a major source of funding for chmld care in the States,
**prohibits States from using block grant funds to
provide even ncon-cash assistance te children whose families are
eliminated from assistance because of the five year time limit.

**has a contingency fund to help states in times of
recession which provides increased assistance less than half of
what would be needed based on the experiences in previous

‘recesszons, which would leave tens of thousands of kids and thelr
.parents in the cold despite best efforts to find work.

***Stlll weak on essential 1ngred1ents to help make work
requirements work

The new 'bill:

**gtill provides no additional monies to the States to
“ help with programs that will put people to work (unlike the
Republican proposal of 1994, which provided $10 billion in
additional funding) . '

**shapes participation rates required of the States so
that they can meet them mainly by a favorable economy or
elimination of participants from the rolls through time limits,
rather than through a successful program to move recipients from
welfare to work.

+*does not require all welfare part1c1pants to enter in
1nd1v1dual responsibility contracts.

- **Weak on State accountability and respousibility

The new bill has a State maintenance of effort provision .
that is set only at 75% and can be reduced still lower, allows
broad discretion to the States as to what is defined as their
match, and then allows the States to transfer up to 30% of the
cash assistance block grant to a quite broad array of other

~ programs. ’ '
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The Democratic Party’s commitment to welfare reform has been firm
and its principles clear; strong on moving parents on welfare to
work, for their own benefit and that of their children;
protective of,the children as the cycle of dependency~is broken.

Democrats, led by the President, were compelled to reject the
bills passed by Republicans in 1995 because they missed the mark
on both key counts: they were weak, instead of strong, on welfare
to work; they were harsh on, instead of protective of, children.

The new bill 1ntroduced by the Republicans moves toward the
‘Democratic position in some instances:

** 3 significant increase in funding for child care:

** dropping of the proposed block grant for foster care and
other child welfare programs; :

**elimination of the punitive . cut of 25% in payments to :
“hundreds of thousands of low and very modérate. income famllles

- with very serlously handlcapped children.

They also have dropped the cap on food stamp expenditures which
would have left innumerable families hungry especially in case of
an economic downturn, as well as the optional block grant for
school nutrition funding.

However, the Republlcan blll remains fatally flawed

.From the outset, the Republicans have failed, indeed refused to
sit down with Democrats and work toward a bi-partisan approach.
Such an approach is feasible. Indeed there is a mainstream
welfare reform approach, if only the Republicans will let that
approach express itself on a bi-partisan basis rather than trying
to satisfy the extreme positions active on thls and so many other
issues in the’ Republican Conference

Thls ultra -partisan approach is reflected in the llnkage of
welfare reform with the block granting of Medicaid. If the
Republican’s main aim is to pass a bill that the President will
surely veto, avoiding any situation ‘where the President would
receive some credit for passage of welfare reform, this 11nkage
is a clear poison bill that will brlng about a.veto.

‘But the natlon wants better than that and it can be done.

- This means addreSSLng these serlous flaws in the Republlcan Bill,
_ which:

Cwx is still harsh on kids
+*+ is still weak on linking welfare with work
** fajls to adequately combine flex1b111ty for the States
with State accountablllty ‘ ,
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, R C. 20503

May 23, 1596
MEMORANDUM FOR THE DIRECTOR
FROM: Ken Apfel
SUBJECT:  First Cut at New Congressional Welfare Reform Bill
The House Ways and Means Comﬁnw mﬁodu;ed a new welfare reform bill yesterday that
builds upon the National Governor’s Association welfare proposal. This bill contains some real

improvements to the vetoed welfare bill and the Administration should be pleased that the
Republicans have taken a step in our direction.. Specifically the bill addressed some of our

concemns with regards to:

-  drops the 25% benefit reduction in SSI for many newly cligible disabled children
. drops the School Lunch Demonstration and the Child Protection Block Grants

. increases child care funding by $4 billion

. increases and improves somewhat the AFDC contingency ﬁmdmg trigger

provides $800 million for performance bonuses by 2002
. drops the Food Stamp annual spending cap.

Unfortunately, the bill still contains many of the unacceptable ‘policies contained in the original
Conference Bill. It still cuts as deeply as the vetoed bill. The Administration should caveat any
kudos for the new bill with serious reservations on the following fronts: .

. : Lm_ng.\:a_x_lts_ The bill has not change& the vetoed welfare bill provisions to ban virtually
all legal immigrants from SSI and Food Stamps permanently as well as future immigrants
from all federal programs for a five year period. ‘

. Food Stamps Other than dropping the annual spending cap, the new bill is exactly the
- . same as the Conference bill. It retains the optional block grant, cuts to the shelter
deduction, a four month time limit on childless workers and deep budget cuts.

. AFDC/WOQRK While the above listed improvements are significant, the revised bill
retains many of the objectionable provisions from the vetoed bill. States are still allowed
to dramatically reduce their own spending on welfare programs, it eliminates voucher or
non-cash assistance to children after the 5-year time limit, State would be allowed to drop
Medicaid coverage for those who lose AFDC under the new program, the contingency
fund would not expand during a recession, and there are no provxszons for the fair and
equitable treatment of individuals.

We are drafting a more detailed analysm on the strengths and wea.lr.m:sses of the bill that will be
available later today. ,
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THE REPUBLICAN PLANS ARE TOUGH ON CHILDREN

WELFARE -

Welfare reform should not contain any "poison pills." The President wants real welfare.
. reform that’s tough on work, not tough on children. The single greatest obstacle to achieving

bipartisan welfare reform is the Republicans’ insistence on linking it to a Medicaid bill that
would eliminate guaranteed health care coverage for millions of poor children. Republicans are

intent on forcing a veto, rather than making progress on real bipartisan welfare reform. As the

President has repeatedly said, if Congress sends him a clean welfare reform bill that requires
work, promotes parental responsibility, and protects children, he will sign it right away.

‘The Republican Conference bill was tough on children. The President vetoed the Conference

bill for a good reason -- it did too little to move people from welfare to work and too little to
protect children. The Conference bill lacked adequate child care to enable single parents to
work, a performance bonus to reward success, and a contingency fund to protect states and
families -- and it included deep cuts in help for abused, disabled, and hungry children. By
making specific recommendations to improve the vetoed Conference bill, the nation’s 50
governors and even Congressional Republicans have stated, in effect, that the President was right
to veto this flawed legislation. » ,

Bipartisan progress on welfare reform. There are bipartisan welfare reform plans sitting in
the House and the Senate right now that do what the American people agree welfare reform must
do: they require welfare recipients to work; they limit the time people can stay on welfare; they
toughen child support enforcement and they protect our children. Both the Breaux/Chafee and

‘the Castle/Tanner bills contain the elements for real welfare reform. As the President has said,

if Congress sends him a bill that honors these fundamental principles, he’ll sign it right away.

Welfare reform must move people into work and protect children In 1994 and again this
year, President Clinton presented a sweeping welfare reform bill that would promote work,
encourage parental responsibility, and protect children. We’ve also granted waivers to 38 states
that are now reforming welfare for more than 10 million parents and their children -- 75 percent

~of all AFDC recipients.

A strong record of success for children. Since taking office, the Clinton Administration has
increased child care resources by 36 percent -- serving about one-third more. children than in
1992. We’ve increased both paternity establishments and child support collections by about 40
percent -- collecting a record $11 billion in child support in 1995. Since the Administration has
taken office, the welfare rolls have gone down, the poverty rate has gone down, the teen
pregnancy rate has gone down, and child support collections have gone up -- all adding up to
a stronger future for our children. ' '

ooz
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MEDICAID

Ehmmates guaranteed health care for millions of poor children. Total Medlcald cuts could
reach $265 billion by 2002 if states spend only the minimum required to received their full grant '
allocation. These cuts would put severe financial pressure on states to reduce the health benefits
for many of the 18 million children who currently receive Medicaid. Under current law,
mandatory Medicaid coverage of children ages 13-18 is being phased in, and by the year 2002
all poor children ages 13 to 18 will receive Medicaid. The Republican bill repeals this
guaranteed extension of coverage, potentially affecting up to 2.5 million children.

" Disabled children have the most to lose. Since States have the option to define disability under
the Republican bill, some of the over 800,000 disabled children on Medicaid could lose
- coverage. Medicaid is the primary payment source for medical services for children with
disabilities. Their conditions demand intensive health care services - usually the most expensive
to provide. If states are forced to provide medical care under a block grant, coverage for some
of the most ‘expensive services, particularly services provided in a home setting, could be
reduced.

Guarantee of meaningful benefits no longer secure. The Republican bill gives states complete
flexibility to define the amount and frequency of medical services and the benefits children
receive. The bill eliminates the current minimum standard of benefits as well as current
treatment guarantees for conditions discovered during health exams -- such as drugs or inhalers
for asthma. In addition, states can arbitrarily offer different benefits in different parts of the
state, so that children in rural areas may lose vital services such as home visits from a nurse or
clinical serv1ces from a doctor

Ends transitional coverage for families moving to self-sufficiency. The Republican welfare
reform bill also eliminates the transitional health care coverage families need to successfully
move from welfare to work. A 1994 Census Bureau study found that over a 20-month period,
only eight percent of people who left welfare were able to find a job with health insurance.
Transitional health care coverage helps ensure that single parents will not have to chose welfare
over work simply because they cannot afford health care for their families.

Repeals the Vaccines for Children program. Vaccines for children is a key part of the
national strategy to reach the one million American children under two who are unvaccinated
against one or more deadly diseases. VFC is working to break down one barrier to proper
childhood immunization, by reducing the costs of vaccines for poor and uninsured children. The
Republican bill would repeal the VFC program, threatening our ability to ensure that children
are adequately protected against potentially life-threatening childhood dlsease
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Proposed Changes in Welfare Reform Prmusmns
Child Care .

Option 1: Advpt child care provisions from Coalition plan, whick consolidate child care
assistance in a single program while maintaining the guarzotes of assistance 1o all .
individuals whe need child carc assistance to participate in a work program or t0 abtsin
-and keep a job while on welfare and in the first year after leaving welfarc.

Option 2. Increasc mandatory child care funding under the block grant in the conference
agreement by $1.5 billion over seven years. The increase in funding in each year should
be proportional to the work participation rate in the bill.

Funding for work program

Option 1: Adoprt capped entitlement for work ; programs in the Coalition pla.n pmmdmg ‘
$9 billion over seven years to states to meet work reqmmmcnts

Option 2: Increase funding for welfare block grant by an amount relauve to increases in
work participation rates.

PeMl Responsibility Contract ’ .
Adopt pravision m Coalition plan requiring a]l welfure beneficiaries sign an individual

responsabi]ny contract which requires them to take actions to move toward work and act
in a responsible mammex and provide sanctions for individuals who violated t'ne:r contract

Contingency fund ‘ N - =
Increase contingency fund levels m $1-4 bﬂlmn over seven yeats for statcs mﬂx

" unemployment over 6.5% for three mauths

Maintenance of effort .

Require states to continue to spend at least 80% of 1995 spending levels on blocls‘grdnt

for seven years, instead of the 75% maintenance of effort reqmrement for five years m
the conference agreement.
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Performance Bonus

Provide $1 billion over seven years for }ugh performance states instead of the reduction in
maintenance of effort provisions in the conference agreement.

Child Nutrition

Restore balf of child nutrition savings by eliminating all provisions except mesns-testing
of child and adult day care food program. '

Foster Care

Remove foster care administrative expenses from block grant.
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Anélysis of Welfare Reform Conference Agreement
Compared to Principles in Coaslition Alternative

Summsry

In offering a welfare reform alternative, The Coalition outlined three essential elements that must be
included in a tough, meaningful welfare reform bill: 1) strong work requirements with sufficient
funding to allow states to meet these work requirements; 3) provisions to make work pay more than
welfare; and 3) requiring personal responsibility by welfare recipients. . The conference agreement
falls short of the Coalition plan on all three elements, ,

As was the case with the welfare reform biils passed in the House and Senate, the conference
agreement is fundamentally different from the Cealition plan beczuse it block grants welfare
programs. The Coalition alternative did not block grant welfare prograuns because of concerns
about the effect that a block grant would have on states with high growth, economic dowmturns and
other emergencies. The Senate bill contained severa provisions that somewhat mitigated the
concerns that Coalition members had wath the block grant approach in the House, including a
contingency fund for high growth states, maintenance of effort and higher funding levels for the
block grant. Hawever, in order to meet the budget targets the conferces were forced to eliminate or
scale back many of these provisions added by the Senate. The block grarnts are funded at the lower
House [evels, which will make it much more difficult for states to meet the goals of the bill and will
make it much more difficult for states to eccommedate population growth and economic
downturns. As a consequence, most of the problems with the House bloek grant approach remain
largely unaddressed in the conference agreement.

The conference 8g.memem cuts income suppoxt programs by $82 billion over seven years (not
including ETTC savmgs) nearly twice the amount of savings in the Coslition budget alternative.

" When the EITC savmg,s are included, the total savings in the conference agreement arc nearly three
times the amount in the Coalition alternative. In order to meet these higher savings goals, the
conference agrewment was not able to provide sufficient funding to meet the work requirements or
to address the concerns of high growth states and made much deeper cuts in food mnps and child
nutrition than the Coalition altematwe

Work Rgmrements )

The Coahucn alternative oontamed a capped entitiement of $10 billion over the next seven ym to
fund the work program. CBO determined that the Cealition plan contained enough fundingto
allow states to meet the work requirements. The conference agrexment does not include a capped
entitlernent for work programs. States would be required to fund work programs sut of the basic

“block grant for welfare assistance. Stares are expected to provide significantly expanded work
programs with less funding The CBO reports on the House and Senate bills indicated that states
would not be able to meet the work requirements under either bill, although the Senate bill would
be somewhat better. By moving toward the House funding levels, the conference agreement wall
almost certainly not include encugh funding for the states to meet the work requiremnents.

E L]
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The Senate added a $1 billion commgm:y fund for states thh ‘high growth and economic.
downturns. Although this was an improvement over the House bill, the level of funding fell far
short of the what would be necessary to allow states deal with changes in caseload, as the Coalition
plan did. The conference agreement reduced the funding for the contmgency fund by $200 million,
moving it further away from the Coalition plan.

The Senate bill contained a maintenance of effort provision that required stazes w continue to spend
at least 80% of what they spent in 1995 on welfare for the next five years. As with the congingency
fund, this was an improvemment aver the House bill but still represented o significant step away fiom
the Cealition plan. The conference agreement reduced the maintenance of effort to 75%. This
represents 8 $3 billion reduction in state spending, makmg it even less likely that the work
requirements will be met.

The Senate bill included a performance bonus that provided additional funds to statcs that were
successful in placing individuals in private sector jobs. Unlike the Coalition plan, which contained
a separate pool of money for stares that exceeded the work requiremeants, the Senate funded the
performance bonus by reducing funds for low performance states. The conference agreemert
eliminated the performance bonus funding and nstead replaced it with a provision reducing the
maintenance of effort requirement for high performance states.

The Coalition plan guaranteed that any individual on welifare who needed child care assistance in
order to move from welfare to work would receive assistance and included $4.5 billion in additional
child eare funding in order to meet this guarantee and pravide child care assistance to the working
poor. Both the House and Senate eliminated the child care guarantee for individuals who nead
assistance to find private sector work. The Senate did provide $3 billion in additional funds for
child care assistance, but the conference agreement reduced the fupding by $1 billien. This
reduetion in child care assistance will reduce the ability of individuals on welfare 1 move to work.

~ Makig g Work Pay

@oos

The Coalition budget included several prmm to ensure that an individual would be better off by -

working than by remzining on welfare. This included the funding for ehild eare assistance
discussed above, extension of wransitional Medicaid assistance for individuals who Ieave welfare,
providing the states with additional flexibility and funding to utilize reforms that promote work and
savings among welfare beneficiaries, subjecting welfare benefits to income taxes and preserving the

‘eamed income tax credit for the working poor. l‘he canference agreemnent falls short of the
Coalition plan on all of these points.

Although the block grant approach ostensibly gives states flexibility to engage in reforms, most of
the innavations that have been implemented through state waivers to promote work have incressed

- costs. The Coalition plan included nearly $2 billion in funding ta provide states with the option to
implement reforms allowing welfare recipients to gccugmulate assets, waiving rules that penalized
welfare recipients who got married and other reforms that have been successful at promoting work
and responsibility. By reducing the money available in the block grant, it will be exh'Jmncly dxfﬁcult
for states to implement ﬂzese types of reforms.

Qv
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The Cozlition plan ensured thar the tax code treated an individual who was working better than an
individual on welfare by treating welfare benefits the same as eamed income for tax purposes and
by preserving the Eamned Income Tax Credit. The conference agreement continues the preferential
treamment for welfare income while i mcmsmg taxes on the working poor by reducing the EITC.
The Coalition plan did contain provisions to build upon the efforts of the Treasury Department to
reduce fraud in the program, but did not scale back eligibility for the program. The eamed income
tax credit reductions that are in the reconciliation bill (separate from the welfare agreement but
obviously related), will mean that many individuals with lovaaymg jobs would be better off going
on welfare,

Personal Responsibility

One of the cornerstones of The Coalition alternative was the requirement that all welfare benefits
sign an individual responsibility contrast which required them to take actions to move toward work
and act in a responsible manner. Individuals who violated this contract would be subject to
sanctions, The Sénate added a similar personal responsibility contract to the bill, but the conference
agreement dropped this pmvns:cn

Funding Issues

In order t achieve budget savings nearly twice as high as the Coalition plan, the conferenee

agreernent made much deeper cuts in the safety net than the Coalition plan did. In addition to the

reductions in basic cash assistance in the block grant discussed above, the agreement contains much -
- desper cuts in food stamps and child nutrition than the Coalition aiternative.

The conference agreement reduces food stamps by approximately $36 billion, more than twice the
savings included in the Coalition budget (which cut foad stamps much deeper than the Coalition
welfare snhstinite). This represent a reduction of approximately one-fifth in food stamp benefits.
The conference agreement includes a cap on food stamp benefits that does not provide room for
caseload growth snd would require additional reductions on top of the reductions in e agrewment.
The conference agreement also includes provisions giving states the option of converting food
stamps to 3 block grant with limited strings. .

The conference agreement contains $6 billion in savings from child autritien programs by redubhmg
eligibility for school nutrition programs and by gwmg states the opttcn of comrerung ch:]d nutrition
programs into a block grant
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