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Represe tatives~ 'Welfare ref,orm is a top priority for my, 
Aclmini~, ratic:m' ,and forhmericans without re,gard i:o party~ _I look 
forwardtp,:,work1ng, with Republicans and Democrats 'in .both'hous&s 
of Cong 858" to enact real reform that promotes work and 
res~,ons' 'bil,ity and 'makes' welfa:z::ewhat it 'was-' meant to be;- a: 
second 
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House, R publican bill in it~ current' form does not appear to ' 
offer t a kind'of real welfare reform that Americans in both 
parties'expect. It is too weak ~n movingpeopla,frQm ,welfare to 

. work, ,n t, a,s t'ough aa it· shoul~ be on daa,cibeat parents, and too , 
touqh 0 ' innocent, cbi.ldran. ' 

, La t year, I sent congress the. most sweeping welfare reform 
plapanadminiBtration has ever presentad. 'It,aid.not paas,' but 

,.I· belie e ·the principles anci,.valuesat ,ita ..core will be the basi. 
of what" ultimately cio.a·,pass: ' , . '. :' '. '," ':, .::i:: . ", 

A'-'lrst~ ,:tha ce~tral goa'l of ,weltare 'rafo,:t;}tl must;''':b._ moving , 
::-':."people· rom' \!81far.~ to work', wbare they will earn .. a"paycheck r ' %)ot ':, 

~'a welfa e check. I oelia¥e we shouldci.mand .and r~ward ~ork., not 
,I,..... ,::~~punish hose who 90 to'iiwork.,If,,~p'opla ne,ed'child care or job ' ' 

skills n order to go, t~ wprk, wa should help, ~hem g.t 1.t. . 'But 
'within wo,years, anyone who can work must 90 to work. 

Th~. is not a partisa~ issue: Last year, 162 ,of 175 Housa 
Republl('ns co-sP,onsored. II bill" H.R. 3500, that pro,lIIo,tad work i" 
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the historic national debate,'~we' have, .be9un"6~ , 
to the tloor, of the House of . 

hance, not a way,of life. ", ' 

, years, we have'put ,the country on the road 
9 welfare as we know- it. ,':'In""1993, when Congress passed 
omie plan, 'we eut taxes for 1:5 ,million working' AIitericans 
rded work over welfare. We collected ~ record' lavel of 
pport in 1993 -- $9 billion -- 'and l~st mon~h I signed an 
e '''order to, crack 'down on tec1eral 'employee's who owe 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 
bi~ity in'stead of undermining it,. , 

ave always SQught to make welfare', ,reform a }:)ipartisan 
I stll:l~elieve it can and,must ba. ''Onfortunately, the 
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muoh way as ,our plari., , . But the current HouseRepu~lioan ' I'" 
, 'bill" yo , consider this, ,·tl~~l( fc.!lsto promote work, and would 

" , "'r e ",",,> ,',actuall make it harder 'for many reclpie~ts ":to '.Dlakelt, 'in the , 'I 
,,',~~. .'.:::-, ;" ,:workpla e.It cuts child care "for people ~trylriq ...to "leave', welfare ',' 
"" and for ork!'nq people 't:,;yinq to stay off welfare, rem~ves ariy"~·' 

":'r"real re ponsibility for" states' to provide' job,.phlc:ement:'and " ',' 
:"::::~~;skiil'lS',' and.:,'qives states" a perverse',:clncentlve·,t6.cu'tl'"p"eople'·'off· 

I. 

whether or not they have moved ;into a job. 'When people just qet 
cut off,ithout 90ing to ,work, 'thatts not welfare ,reform. ,,,:;rc~~urgQ 

'" ¥ou to ass, a welfare reform, bill that ends welfare as we 'know it' 
bY,.movA 9 people from welt'are: to work. ' 

, , 
, j :." . . • . ~." " ,

*' eo,ond,." welf,are reform'must make, responsibility a way of ~" 
.,llfa.. .. ,should demand respons-ibi1ity from parents.~who brinq, 
'ohildre ' into the world, not let "them off the hook:'and expect 

>, 

taxpaYes'·"to pick ,tip th•. tab' .fortheirneqlect. Last year,' 'my " 
Adminis ration proposed the, touqhestchild supportentorcement 
measure 
deadbea 
childre 
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'ever put forward. If,we collected all the money that 

parents sh,oul~ pay, we could move 'SOO', 000 women and 


, 

off welfa;-e immedl'ately., ',' , 

" , . , 

qr';'teful" to members in ·bot.h parties, for a1r~ady,' 
'to include most of the ,touqh c~ild support measures fr,om 
ate' reform"'pla,n. ,This week, , ,I nope 'you :w111<- go furt.her, , " 
ire states to deny drivers and professional licenses to ' 
ho ~efuse to pay chi1~ support. We have to 'send a clear 
No parent in America has a right to, walk away from' the 

bility to raise, their children~ , 
' , 

ird~, welfare reform should discourage teen preqnancy ~nd 
promote responsible parentin,g~ , We must discouraqe irresponsible 
behavio that lands people on, welfare, in the first place, with'a 
nationa campaign aqainst teen pregnancy that lefsyounq peopie 
know it'fswronq to, have 'a child outside l'llarriaqa. Nobodyshould 

'qet pre nant or t'ather' ,a child \11)0 'isn t t prepared to raise the" 
child, , ove ',the child, and take responsibil'ity,for the"child,' s 

~. ' future. ' ' 

, ' I Conqra'ss ~n both par'ties care' about this 
issue. ut many aspects of the ,current House plan woul:'g do more' 
harm, th goed ~ ,'Insteadot, 'refusInq to help tea.n lr!others and,' , 
their c ildren'l we should 'require' them to'turn't.heir lives around' 
-- to '1 eat homewi,th their. parentfh; stay"~tin'school,, and, ", 
identif -th,~child" s, .. father. We should' demand responsible .." 
bellavio' from people on welfare" but it "is wrong to make smarf", 
chiidre pay 'v the price; for their ~parEints'l mistakes. ..' :-" 

• ina11y, welfa~e reform should, give <'states more ' .' 
flexibility in return for 'more accountability. , I, believe we must 
give stes far m.ore flexibility so they can 'do the things they 
want to oday withou~: seeking waivers. ' 'But in its current' form, 
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e Republican bill may impede rather than promote reform 
ibili~y. ' The proposal leaves 'states vlo!l'n~rable, to ' 
rece,ssion.and. 4~In9qraphic,:chanCJe I ,putting workinq . ''"'' ,,,,,. 
at risk •. : States ,will have '..less money for child care,";. 

I and.' othe'"r, efforts to move people-from 'welfare, to work. 
e will not. be any.:~C;,Qount~bi11ty at, the federa't' level for 

•• '''~' -. -I ~, fraud"J:~~, ,pro.tect;1nq".cb,.t14X:.,n.. We will not: achievereal;.~ "~r'··,.:~... 
state flexibility if"c~nqress just'qives the states I '.', 

dens ,and less money ,an9. fails to mak.~.· work and 
bility t:t:l.e law of the •land'. . .,. ", I ' 

le the.current House'plan'is' weak on work, it is very 
children~' cuttinq_fiv:hoo 1 " lunche.fiI. a~d getting: tough on 
childrena'nd :children',in fost~r care is not, my idea of 

reform'. W. all have a national' interest in promoting the' 
nq of our~children and. "inputtrnq,,~'~governmentback in line 
national value.~ , 

I 

I . ppreciate all the work that you have done on this issue, 

and 'I a plCi!'!1sed .that .the country' lSfinallY,enqagin9'-in"'th~s


"importa t ,debate. 11'lthe. a.nd,I belieye we,can work it ,out 

'toqethe , as lonq as we remember the values this debata'is really 

about. The ,dignity of work, the bond ot family, and the virtue 


" .. ',- ,:" of respns.1:bility, .are not'Republi'can values or Democratic va;Luea; 

They ar American values --'and no chi'leS ·in America sbould ~v.r " , 
hava ~o grow up without them. ,. '. 

, . , 

,Sincerely, , 

'\ 

I . 
rable Richard A. Gephardt
ic Leader: ' , "I 
Repre.entatives . ,I 
on~p. C. ,.20!s15':;~, .. 
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EXECUTive OFFICE OF THE PRESIDENT 
, oFFICE OF MANAGEMENTAN~BtJOaaT . 

WAlHlNG1ON. D.e. ~" 
JO.roh 21, 1t•• 
(lroua., 

STATEMENT OF ADMINISTRATION POLICY, ,'. " 

, 	 . ~ , ,.' '. . 

, :' 
, I;B.·" - "raoul bipppal'llit)' "1; or 19U 

(SJulw fa) J'L aa" 121' CJosponaoZ'.)
, 	 , 

. 	 .' '. '.., . 

:' Tlle ,Aantinist;r:-atlon strongly support. enactment or real and.' . 
'. 	effective weltarareton'l that. promotes tha basic valuea of ttfo;r:k 

anct' responJi1bl11ty. 'tastY-ear, the President proposed' a sweeping
welfare refoDll package that embodieclthese values•. It would ha-ve'; 
established ~ough wQrk ~.quiraments while. providing opportunitie., 
for ed,ucation, job train~;, and child ~ar.tQworkin9' people, . 
iilposed. .tOu;hchil.d ,support. entQ,rce:JIent . measures, required. teen 
mothers, to 1ive at home, 'stay in' ,.8c:bool, ~d, identl~y their ' 
chi14'sfather, increasea Stat,a flexibility an4 accountiltli11tYl 
an4 maintai~ed protections for children. . 

~ .. > 

, In 'all its welfare r~form efforts, the'AdlIlnistration has 
emphasized. the basic values ot woz:'~ and responsibility. The 
Presicient',s economic plan expanr!e4 the earned, income tax cracllt; 
Which cut taxes for 15 m111ion working tamilia. to reward work . 

. ove~ weltar... Lastzaonth., th$ Pres1dent i.cued: an Ex.cut!VA 

'Order to orack down ,on Peeleral employees and Jldlitary per.annel 

whO owe delinquenthchild support•. In th&.pasttwo y••ra, the 

Adminiatration baa qranted veivers from Federal ruie~ to 25 

state. to tryinnovativa new ~ays to promote work and 

re.~nsibility~ . 


. The Administration' remain$ Clommittea, to working withthe :Congress
in a bipartisan way to,pass·bold welfare retormleqislation ~ls 
year.. In its current. torm, however I ,the Administration opposes
B.R. 4 because 'it faIts Short,otthebasic'gQals and value. that 

, , most AlIleriei1.na want we1far:'o 1;'efc>rm "t.o promote .. ' 	 , 

.. 
, RepubliClana and Democrats allke'agree that the' central 9~al of " 

welfare' rafon must be work., Unlike the IlgislatioD prgpo§ed by
th' Administration lIst year,'. howeYlr, H. B. .. would not; and 
welfare 01 we knoW it bymoying peOR].a' mm welfare to wpm. TIle 
bill provide. neither the resources nor the ,requirements tor 
sta.tes t·o prepare welfare, z::eclpients, to 'bec01Il8' self-:8upportinq . 
H.R. 4 would riot, ansurethat aa.,qua~e chilc:l care~ education, and 

traininCjJ a~ provided' to'make work pay ancigive'welfare 

recipi~nt. the.kills ,to hole! a job~ , , 


j , 

'J, . 

http:AlIleriei1.na


OMEPRESS OFFICE ID:202-395-7298 , MAR 21'95 17:59 No.009 P.03.,: 
'.' ' 

. " 

'rn tact, ,K.R. ,'woula ,give state,s a perverae ingentive t~ cut 
people ,off welfare. It would allow stataa to count people as 
"working" it they were.imply cU~ off the W8+tare rolla,·whether', 
or not they bad movec2,lnto .. ,job. ' It. alao would 'c:ut back on , 
child care both for. ~eople t:r:yin9 to laave weltare' and for' , 
working' people who are trying to st.ay ottwf4fan.. , Fina1.1y, it 
wou1d repeal the Job Opportunitie.aneS Basic Skills program, . . 

. removinq any real responsibility ror State. to provide job ••arch 
.assistance, eclueation, training; and job .place:mant to move people
ott welfare and into work. . , . . , . . 

In addition, B.a. 4 woU14el:1l&lnate the. dlild.,care quarantee for' 
familieslloving :from welfare. to work and would ·cap overall 
1'Un4inq . tor child carEt ,at a leval th<ltcoulc! force larg-8 numbers 
of working f ..ili~s to lose child care assistance ..: The bill als:o 
would eliminate child' 'care quality, health, and' safety 
protect.ions that are cZ',itlcal to ohildren's vell-being..' ,:"" , 

'U'IOJlSIBILI'1'I 
. .' .. 

Tbe AdminiatrationJ:>eliavQ,8 ~at welfare raform. .must promote . 
individual responsibility aiu:! ruponsiblo parenting' ... Tha . ' . 
to\lg'b.Qst possible child support enforcQJDent i.central to «J.tting 
people off w.lfara and belp1ng tha stay ofrt' Although tbi . 
Admini'tratiOn appregiate, that mony Af it, proposals tg increase 
ghild'suppor; c(lllection haYI been included in B.R. 4, the biJ,l . , =r~:;=t~~e' fa 6if:r:u:t:;ir;~t:~;re~:' uphold: 
~dministrat1onsupports re;ulrinq states' to a.eny drivers' . a.nd . 
other prot•••ional license. to pax'ants who .refuse, to pay child 
support. This' approaCh ha. proven very,sucoaBstul in States that 
have already implement.ed. such ~equi~e.ent.s. . , , 

. , 

WeIfar. r.form musta~so send a 'strongmesaag.to young people 
that they should not..get pregnant. or fathar a Qbl1d, until: they 
are ready to taka rasponsibll!tyfor that child'. fUture~ The 
president has called for a natio~al campaign 'a<ifainat, teen 
pregnanoy that sends • claar message' about abstinence an4 . 
responsible parentinq.· " .... .' ." " . 

The Administration balieves that minor motbe~5 should receiva 
benetit... whan 'tl;ley uke a ••tiouB effort·to ba r8spontJible and 
turn their ,lives arounc:l --' by living. at. ho.a~ staying in aoboo.1, 
and identifyinCJ the child's father.' In oontrast"B.R. 4 would 
automatica.l1Y punish innocent children by denyIng ,benefits to 
those born to unwed parenti; under age 18 -- reg-ardl... ot whether 
the mother has mad. an effor:t to turn her' lite around .and provide 
a stable anviro~nt tor,her obilc!. 

,2 . 
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The AdDdn1.tration lias serious oonoe:ns al::Ioutotb.ez: a_pects ot 
H.R. 4 that would: . 	

. 1, 

o 	 JeoWlJ:4iZ9 th,' h.althand' nutrii;,ion;of Wl1drenr fni'li.I,· 
ADS! th.,:LderlX. 'B.R... '4 would cut the rood st_p program 
c!ramatically and cap'" .penc!~g levellJ.· "The'bill Would 
further erca. the nutritional .af.ty·net by'outtin~'fun4inq 
and CZ'eating 'block grants to replace existing child 
nutrit.lo~ prQ9rams' and' the Spec!al' suppl_ental :NutritioD 
ProgrUl for W01llQft, Intants, anc:! Children•. 'Th••• programs'
have .producacS Significant anc:! measurable ~rov_antB 1n 
ba&lthoutcoaes among the many Who' participate ,~,them. 
H.R•. 4 would. el.iminate national nutrition standards and the 
f\U'USing mechanisma' that" pez:mlt these programs. to expand to 
.eet the increased needs' that occur in .tilneo of economic 
cSownturn.. These change.'would leave wOrkin9 Americans 
vulnerable to shifts in the econo.y and to. changes in . 
nu~Z"itj,on stant!arda that could be~riven .o~~ by.budqets
than the healtb of chi~4I:'en anc! mother••, ' 

o 	 Punish lJmooent qbildreD. X.R." 'il()uld deny cash benefits 
to over 150,OOOdisabled,cbildran. T.be bill a180 would cut 

.oft chilcSren who•• parents hav., rece1vacSwelfara for more, 
than five years, ,whether, the S'arent is a.ble·.t~ work oZ'" not .. 
Rather than letting ~tat•• d.~ide·,whatbQr to deny benefits 
tor additi~nal children born to a ,mother on weIfara , B.R~ 4 
wou1d 'impose a one-aize-tits-all Faderalmant!ate. Benefits 
also would be reduced for 3.3 million" chi1drcf whose 
paternity ia not established, :even if the mother is " 
coope~atin9 fully and th~ state bureauoracy is at fault. 

Many of' these chllctren oould well ~e pusha,f into the' child 
protection system. . Rather, than prota~ing th,ese chl1c!ren, 
H.R;' 4 would cut,tunding torfoatar ~a'C'e, ac1optlon , 
assistance,'· and ,child abu"e p~Qventlon activities. It' also 
would virtuallY,eliminate Federal oversiqbt of state child· 
proteCtive' systems, many of which ar.'acknowledged to ))a 
funot.ioning' very poorly.' As a result, thousands of children 
will be at inoreacea risk ofhar.. The Administration is 
strongly committee! to provlciJ.ng protection to the lIillions 
of ahilClrenwboare &bus.dor neqleC1:eCi each year ana. ·to 
promoting program. that prevent abu•• or· neglect. . 

o .Leave' St.at•• wU:h inadequatt. Ee.ourcei.. H.R•. 4 wo~ld. 
replace existing programs with capped gr,ants to. stat... In. 
contrast to the ·funding- mechanism. nOv in place, f...-"ndinq 

. under H~R. 4 would not adjuat;for a .recession. Without such 
an adjustment, stat.. in recession would. encount.et reduced 
revenues and increased ca••loads. In suoh' times, it is the 
working poor' who would most likely need, but not receive, 

, temporary assi.t.anea... Thus,. individuals ,needing' a temporary' 
lift coule! ba 1.~ wIthout cash assilltance" food stlUllp'" 

" 

http:encount.et
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'chil.d care, or .ev:en schoolluncb.8S ~or,'.tb.eir chl1drei1. :In 
aactltion, B.R. 4 would aeny public assistance 'to legal;
immigrants -- wbo pay taxes' and contribute to their 

'communities -- thereby shifting .ubat~tia~ burdens to state,
and local,taxpayers•. ' , " 

, 'l"he Adi41nistrat1on,'theratore, 'opposes B.a. 4: in 'its' currentrorm ' 
because: it would ,fail to'reform,welfare by ~ovlng paople ,frOID
welfare to work: it would reduce', Fed.eral' fUnding' in ways that 
would impair the health.nel nutrition of ,Children and 'families I , 
and it ia"not tough enouClh on parents who owe cbildllupport,' and 
18 too t~uqh. on lnnoce:ntchildren., ", " 

, by-Aa-XOU-GO,Sporiaq 
" 

B.it. .. speoifies that" none of' the c1i~nges in direct spending , 
resulting from. the bill shall be reflected Inestimates under the 

,Balancec! BudCjJQt and Emerqency Deficit Control lI.ct of,1~8!S., ' 

However, Members ot C~n9re•• have publioly'stated that ,tho budget

savings in H.R. " are toJ:>e included. in a paCkage'o'fOf'f••ts 


, d..liiqned to pay fOl: upcoming· tax leqislation. Therefore, the 
budget .avin~s ,in B.a. 4 would 90 neither towar4 real wolfare 
reform nor towar<l deficit reduction" but primarily to fInance ta.x 
outs· t9r the wealthy.;" " , . 

.' " 

, \ 

'" 
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DRAFT 
Major Welfare Reform Conference Issues 

July 1996 

Provision House Senate 	 Possible Conference 
Agreement 

. 1. 	 Reduction in Title XX 10 percent reduction 20 percent reduc:tion 15'0 
Block Grant 

2. 	 Maintenance of effort 8q percent for States that fail to 80 percent 

meet their work participation rates 

and 75 percent for those that 

succeed in meeting their rates 


·3. Job search 	 Allows job search to count as Allows 4 w~eks of job search, but 
work for up to 8 weeks in a year, allows 12 weeks for states that 
no more than 4 of which can be have above-average unemployment 
consecutive 

4. 	 Family cap National policy with State opt-out Similar policy deleted due to Byrd 
rule 

5. Increase in Secretary's 	 No provision The Secretary of HHS is given 
authority 	 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 

.. '~ 

~;..., 



Provision 

6. 	 Federal standards 

7. 	 Graduated work 
penalty 

8. 	 Medicaid: Connection 
with IV-A 

9. 	 Medicaid: Transition 

House 	 Senate 

States must have objective criteria. States must determine, on an 
for benefits, eligibility, and fair objective and equitable basis, the 
and equitable treatment; States needs and amount of assistance to 
must also provide opportunities be provided to needy families; 
for recipients who have been States must also treat family needs 
adversely affected to be heard in and circumstances similarly; 
State administrative or appeals families must be granted a fair 

. process 	 hearing if assistance is denied, 
reduced, or terminated or not acted 
on with reasonable promptness 

Only flat 5% penalty per yearof Imposes a graduated penalty on 
failure each. consecutive failure by a State 

to meet the work participation 
. standard (i.e., 5% in first year, 

10% in second, etc.) 

Requires States to cover all Same as House (there are 
families that meet current law differences in wording); no denial 
AFDC eligibility requirements; of Medicaid to families that fail to 
States may deny Medicaid meet work requirements 
coverage to any families that fail 
to meet the work requirements 

Requires States to provide Similar to House but no 

Medicaid coverage for families termination for income above 

that lose eligibility for cash poverty line 

welfare due to increased income 

but who remain below the poverty 


- 2 
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Provision House Senate Possible Conference 
Agreement 

10. 	 Medicaid: 
. Noncitizens 

II. 	Child protection 
block grant 

12. 	 Hours of work 
required 

13. 	 Work participation 
rate pro rata 
reduction 

14. 	 Work sanction 
. exception for 
inability to obtain 
child care 

level; cov,erage lasts for up to I 
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 ineligil:?le within 1 year 

Creates block grants that 

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 II· 

State option to restrict Medicaid 
for current resident noncitizens 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 
reductton incaseload is 1995 

Same as the House but adds the 
requiremen~ that States may not 
disregard such an adult in 
calculating work rates 
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Provision House Senate 	 Possible Conference 
Agreement 

15. 	 Provisions related to ' House wants to confine defihition Expands definition of vocational 
education 	 of vocational education; allows education to include all education; 


for 20% of work participants to allows for 30% of work 

be in vocational education; allows participants to be in education; 

such individuals to participate for allows such individuals to 

up to 12 months participate for up to 24 months 


16. 	 Money for Total of $0.5 billion ($100 Total of $1 billion ($175 million 

Performance Bonus million per year) 1999-2002; $300 million in 2003) 


J '/ 17. Biracial adoption 	 Includes provision ending delays No provision 

in adoption to promote race 

matching 


18. 	 Illegitimacy reduction Provides, for 5% and 10% Makes it easier for states to get an 
bonus fund 	 increases in block grant for 1 % ,award (Abraham amendment) 


and 2% reductions in illegitimacy 


19. 	 Individual Mandatory assessment, optional Mandatory plans 

responsibility plans plan 


20. 	 School lunch benefits Does not provide an exception Provides an exception allowing 
for illegal immigrants 	 allowing illegal immigrant illegal immigrant children to 


children to receive school lunch receive school lunch assistance 

assistance 


V7~ijd\ 21. Child care repeals 	 Repeals the following: Child Repeals struck under the Byrd rule 
Development Associate (CDA) 
Scholarship Assistance; State 
Dependent Care Development 

- 4 



·Provision 

22. 	 'Adoption Tax Credit 

23. 	 Earned Income 
Credit 

24. 	 Indian child care set
aside 

m\gov\confmaj2 

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 ~awaiian 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 
lRAs 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 

- 5 



Draft 

Minor Welfare Reform Conference Issues 


July 1996 


Provision House Senate 	 Possible Conference 
Agreement 

Cash Block Grant 

1. 	 State plan requirements No provision (although Adds requirement that 
similar language included State plan establish goals 
in the purposes section) and take action to prevent 

and rec:1uce illegitimacy 

2. Certification: 	 No added provision Add certification that 
·HfJ.CU)') [tcOdJ.YLIMedicaid for children children receiving foster 


, in foster care care and adoption aid are 

eligible for Medicaid 


3. Certification of 	 No provision States are required to 
I J .standards against fraud certify that they have 1r'WD_l:>--:' 


and abuse established standards 

against fraud and abuse 


4. Population growth 	 FY 1997 through 2000 FY 1998 through 2001 
funds: Years available 	 (plus other calculations 


adjusted back 1 year) 


r 

\, 

.\ 



Provision 

5. 	 Transfers among block 
grants 

6. 	 Contingency fund: 
Years funds are 
available 

7. 	 Performance bonus 
fund: Emphasize work 

8. 	 Work: Added' funds 

9. 	 Work: Providing child 
care counted as work 

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 
(61l1JL l)()C6)) 
No provision 

Senate 

Allows 30% transfer into 
child care block grant only 

FY 1998 through 2001 
I). cO ; -Iv J.u0-
~i07;jJ- , (jf.. 

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 Conference 
Agreement 

n'G) i 

~i..J..JU \'.:.:..t.J/CY.!d ,1 

. ,; 	 . ( . . . \{;,)jl./V I~.{ /../'__ l;/ 

.',/-fD' j ./,Ill 	 _,,~x_ 
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Provision House. Senate 	 Possible Conference 
A..g'reement 

10. 	 Work: Exception for State option to not require Same as House, except 
single parent of a single parent of under-I that parent may receive ~lOJJ&J,-__ 
child under 1 in child to work; State may this exemption only for a 
calculation of rates disregard parent in total of 12 months '(not 

determining work rates necessarily consecutive) 

11. 	 Work: Day care and No provision Both spouses in 2-parent 
work by spouses in 2- family must work- if day 

II', /parent family 	 care is provided by State 

12. 	 Definition of work Defined list of activities Same as· House, but limits !/J,~. I))· ; 
",j.):-;',,_ ,'/. ..1 {: .ft 'f; r..--activities: Education 	 "work-related education" 

for those under 20 	 and "secondary school 

attendance" to persons 

under age 20 


13. 	 Definition of work Limits vocational Expands "vocational" 
activities: Definition education creditable as education to include any 
of educational training work to 20 percent of education; allows 30% of 

caseload; individual case load in education 
countable as working if in countable as work; 
education for only 12 individual countable as 

. months 	 working if in education for 
24 months (Exon 
amendment) 

- 3 



Provision 

14. 	 Work: Community 
service requirement 

15. 	 Work: Worker 
displacement 

16. 	 Work: Review of 
work programs 

17. 	 Prohibition: School 
attendance of parent 
and children 

18. 	 Prohibition: 5-year 
limit 

House 

No provision 

Narrower language than 
Senate 

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 cortununity 
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 

- 4 



Provision 

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

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

21. 	 Prohibition: Family 
cap and vouchers for 
the excluded child 

22. 	 Prohibition: Family 
cap and continuing 
current State waivers 

23. 	 Prohibition: Reduced 
benefit for not. 
cooperating in 
paternity establishment 

24. 	 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 

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 
(DaschIe amendment) 

No added provision 

Same as House, but State 
may also continue terms of 
family cap policy resulting 
from law passed within 2 
y~ars prior to enactt;rl;ent 
)1- (:JrJJ ll.'~~' tf\K'jdllJ -{~J'!\QjItA '_ , \ "I.., _/ 

Individuals Who fait'to ' 
cQoperate must have grant 
reduced by at least 25% 

(:fr~Adds provision (Coats) 
,It{ UJ:flJ " to {AOre 
Uq\.I\M' ! IlL ';cod" 

>{\ 

- 5

Possible Conference 
Agreement 

/U--.J) 

~CA~:;)(jp.P-



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 
se,ttipg welfare benefits 

,I {;;..IU)(11i l\.M :;:'.\t~J) dl ~.'; 
N~ pt=8visi1)lilQJe;, <.i.ull,1i 

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

Senate 

No provision 

No provision 

Any progr-am that receives 
block grant funds must be 
subject to enforcement 
under age discrimination, 
rehabilitation, and civil 
rights laws 

No provision authorizing 
the Secretary to reduce 
penalties in the event of 
recession 

Possible Conference 
Agreement 

I 	 I; .
oJ 	 <-)t~) 

/ 11j:,i :. ,.), 
(lfl,)'tj.\.I1.A\,)·j ud ;P·'. 

:]wJJ!iJ2.' ILLQliQ/ \ 

tAJc/" 


-1" c.1' :1
/ 0 ·1~.t~1.j/) I 
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Provision 

29. 	 Penalty: State failure 
to comply with the 5
year time limit 

30. 	 Penalty: State failure 
to provide transitional 
Medicaid· 

31. 	 Tribal grants: Years of 
funding 

32. 	 Report on status of 
children affected by 
changes 

33. 	 Funding of studies and 
demonstrations 

34. 	 Census Bureau study: 

A vailability 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 availabl,e FY 1996 
through 2002 

Senate 	 Possible Conference 
Agreement 

If the Secretary determines JCnl ( y (,C,'.:.:.)!that a State is not in 
compliance, she is to 
reduce th~ State's block 
grant bylT5

7%the next year 
VluP:yWJ:b{!. (l,&,\g,)j ,II) 

! J!"1 

No provi~ion {I 

FY 1997 through 200 I 

No provision 
\ 

Available in FY 1998 
through 2001 


/: ,r, li{J!J ,1 !."i., 


Funds available FY 1998 
through 2002 

- 7 
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Provision 

35. 	 Report on child 
poverty rates 

36. 	 Waivers 

37. 	 Administration and 
Assistant Secretary for 
Family Support 

38. 	 Definition of "Staten 

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 

Senate 	 Possible Conference 
Agreement 

J.:',);._':i)· ;/'IIAA"I/',('" /
Adds required report by ~~-T-~1~~~~'~-~0'-'l~~#~t:~ -
States of child poverty 
rates; requires corrective 
action plan if rate 
increases by more than 5% 
(Kerry amendment) 

i} ,-'p " 

Waivers may continue if 
effect under a State's plan ~ (It;....-J,.JJI_- '-"~ ~~ as of 9-30-96, with other f· I,.' 1"1 1,

';i\ ,:~.r i' \ ,', , l\ \. (l..,)

conditions for subsequent -, -, '-' , '-) \ . 'i" I 
i.I5 /I ,JJ Ir~ O.. \.p",:-"

applications; Section 1 115 
retained 

Adds provision reducing 
certain federal government 
positions by 75 _pe~~enl,;_! I 
.l}-f', (/,j" [}ll1l-'n ifl(l' IQ(/'f/' 

Adds an option for States 
to contract to provide 
services, including with, 
charitable and religious 
organizations 

- 8 



Provision 

39. 	 Grants for territories 

40. 	 Services by charitable 
and religious 
organizations 

41. 	 Welfare commission 

42. 	 Battered individuals 

43. 	 Disclosure of receipt of 
federal funds 

44. 	 Medicaid conforming 
amendments 

45. 	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 
IV, XVI, and XX of the 
Social Security Act 

Makes several conforming 
amendments 

No added provision 

Senate 

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 s~andards and 
procedures (Wellstone & 
Murray amendment) 

No exemption from 
required disclosure 

Makes several conforming 
amendments 

Adds provisions regarding 
statutory rape (Lieberman 
amendment) 

Possible Conference 
Agreement 

. - 9 
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Provision House Senate 	 Possible Conference 
Agreement. 

50. 	 Children's benefits Adds provisions (I) Does not add (1) and (2) 

ensuring combined effects as in House; requires 

of physical and mental request for comments 

impairments taken into through federal register; 

account; and (2) providing grandfather extends until 

for evaluation of children July 1, 1997, not until date 

who cannot be tested of redetermination as in 

because they are too young House 


50. $300 million for CDRs 	 No provision Retains provision 

52. 	 Added accountability Includes section on Drops provision; also uses 

requirements disposal of resources for "shall" instead of "may" 


less than fair market value 	 regarding representative 
payees using funds for 
allowable expenses 

53. 	 Added enforcement Recovers SSI overpayment No provision 

from Social Security. 

9.enefit 


~~ 

54. 'Annual report 	 No provision Added provision to include 

data on prior enrollment 

by recipients in public 

benefits programs 


. 55. 	 Study of disability Includes provision No provision 
determination process 

. - II 
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Provision 

56: 	 NationalCorrimission 
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 

Possible Conference 
Agreement 

- 12 



Provision 

60. Disbursement unit 

61. 	 Disbursement unit and 
record keeping 

62. 	 Wage withholding 
notices 

63. 	 Sense of Congress on 
single disbursement unit 

64. 	 Uses of new hire 
information 

65. 	 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 

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" 

No sense of Congress 

States not allowed to . share 
information with 
contracted agencies 

Employers must remit 
income within 7 days 
(Nickles amendment) 

Possible Conference 
Agreement 

- 13 



Provision 

66. 	 Federal parent locator 
service 

67. 	 Collection and use of 
Social Security numbers 

68. 	 Use of forms in 
interstate enforcement 

69. 	 Voluntary paternity 
acknowledgment in 
hospital 

70. '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 numb~rs 
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 
ackriowledge paternity in 
hospital at time of birth 

Applicants must cooperate 
or state can reduce their 
benefits 

Senate Possible Conference 
Agreement 

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

Differences in conforming 
amendments 

Minor differences in 
wording 

Includes good cause 
exceptions 

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

- 14 
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Provision 

71. 	 Calculation of IV-D 
paternity 

72. 	 Automated data 
processmg 

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 

Difference in effective date 

Minor differences in 
wording in amendment to 

. Section 452(a)( 1 0) 

Delays enactment for 1 
year 

- 15 ..; 




Provision 

Noncitizens. 

76. 	 Public 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 

Senate Possible Conference 
Agreement 

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) 

- 16 



Provision House 

80 Reports to Congress: 
Deadlines 

See Senate 

81. Adjustment in 
discretionary spending 
caps 

No provision 

,Housing 

82. Failure to comply with 
other welfare programs 

No provision 

Miscellaneous 

83. Dedicate part of title 
XX to minors 

No provision 

Senate 

Changes deadlines for 
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 

1 percent of title XX block 
grants must be dedicated 
to help minors avoid out
of-wedlock pregnancy 
(Lieberman amendment) 

Possible Conference 
Agreement 

- 17 



Provision 

84. 	 End housing for fugitive 
felons and probation 
and parole violators 

85. 	 Sense of the Senate 
. regarding, enterprise 
zones 

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

87. 	 Establishing national 
goals to prevent teenage 
pregnanCIes 

88. 	 Sense of the Senate 
regarding enforcement 
of statutory rape laws 

89. '. Abstinence education 

90 	 Provisions to encourage 
EBT 

m \gov\confm in3 

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 Possible Conference 
Agreement 

Adds provision 

Adds provision 

Adds provision' 

Adds provision 

Adds provision 

Provision deleted because 
of the Byrd rule 

Adds provision in this 
section 

- 18 
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DRAFT - 7/14/96 - 10:00 am 

The Honorable Gerald B. H. Solomon 
Chairman' , 
Committee on Rules 
U.S. House of Representatives
Washington, D.C. ,2051? ' 

Dear:Mr., 'Chairman: 

I am writing to transmit 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 COInIllittee 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, familYi and responsibility" For the past 3 3z 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 

oes not ad "nsure accountability and the ability to move I 
from welfare to work. Nor qoes it fix the provisions of 

.R. 4 that would adversely affect benefits for food stamp 
households and legal immigrants. 

Improvements contained in H.R. 3437 

We appreciate the Committees' efforts to strengthen 
provisions that are central to work-based 'reform, such as child 
'car,e, 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 
lit~le to move people from ,welfare to work. H.R. 3437 includes, 



• 

important changes to these prov~s~ons that move the legislation 
closer to the President's vision of true welfare, reform. We are 
particularly pleased with the following 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 and protect the health and safety of 
children 'in care. 

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

Child Nutrition. The bill no longer includes H.R. 4's 
provisions for a child 'nutrition block-grant dem'onstration, 
which would have undermined the program's ability to resp,ond 
automatically to economic changes and maintain'national 
nutrition standards. 

• 	 Child 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. 

• 	 ' Supplemental Security Income CSSI). The bill removes the 
proposed two-tiered benefit system for disabled children 
receiving SSI, and retains full cash benefits for all 
eligible children. 

~vv~ ,The bill 'makes' other improvements that will strengthen 
States' abilities to move people-from welfare to work. ---:A 
· eves the performance bonus provisions by establisfU(ng a 
separate funding stream. It increases the cash'block-grant 
contingency fund modes,tly and adds a more . . er 

. n addition, it ,adopts more 
fIe ble,ex mptions from the time limit. 
~" 	 , 

- emain- pleased that ,Congress has decided to include 
central elements of the President's approach -- time limits, work 

,requirements, the toughest possible child support enforcement, 
. requiring minor mothers to live at home as a condition of 
assistance -- in this legislation. 

Key jroblems with H.R. 3437 
~ 

2 



The Administration however remains deeply concerned that the 
bill still lacks other important provisions that have earned 
bipartisan. endorsement. 

(k.;o,f
• 	 Size of the cuts. The welfare provisions incorporate ~t 
~of the cuts that were in the vetoed bill ~- $59 billion 
over 6 years [including the Earned Income Tax Credit (EITC) 
and related savings in Medicaid] over six years. These cuts 

Y 
far exceed those proposed by the NGA or the Administration. 

Cuts in Food stamps ,and benefits to legal immigrants are 


\ \ particularly deep. /1n--a-acrt'Eion , unlike em' , 

\ L~ b~~ H.R. 3437 .would allow States to substantially cut 


~~~~~J ~t~he~i~r~ow~n~s~en~'~'~~~~~~'~~='~~~~'~'~¥" ~~ T e res1dent'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 gran ,olimiBati:A9' the Federal nature of the 
program and jeopardizing the nutrition and health of 
millions of children, working families, and the elderly. 

Legal Immigrants. The bill retains the excessively harsh 
and uncompromisi ' grat,1on proV1s1ons 0 ar' 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, including.Medicaid, for new 
legal immigrants. These bans would even cover legal . 
immigrants who become disabled after entering the country, 
families with children or current re9ipients.~~11ie~~~J 

e s rengthening 0 requ1remen s on the sponsors 
legal immigrants applying.for SSI, Food Stamps, ,and AFDC, 

society shouls Bot b$ de:AieQ access to hasio safety Bet' 
p$ograms. 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 citizens and for state, local, and non-profit 
service providers. 	 ..r ,,' , , d , e.u.~ rJ.,A ft~

• 	 Medical Assistance Guarantee. The bill does not maintain + ' 
the guarantee for medical assistance for all those now, J)y-,V'~is, 
eligible or who reach the five-year time limit. ~~ 

~" 

3 	 v.'L 
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Protecti20 io E~onomiCD=tyro.~l~~L~~~~~!t:V'~~~t~• 
:BJretectioR for St:e:tes in the e....~ent of. economic downtu! I1S-. 

'. 

~ eent:ingellcyfulId" is 'too small and 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 state.s 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 pr6vi~es 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 soci~ ~~~ 
services activities, potentially c'tfiG~ing sGven elfiiilnCiL±n;s:::..: 
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. CBC 

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 CBC 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 prpvide 

vouchers to children whose parents reach the time limit. 


.' 

H.R. 4 contained no such prohibition, and theNGA opposes 

it. We strongly urge the adoption of the voucher language 

in the Administration's bill, H.R. ~266, 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 
e~ployees 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. In 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 ' 
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such large cuts are particularly ill-conceived when 
.considered in the context of real welfare reform . that is, 
encquraging work and making work pay~" 

We are also concerned. that the bill repeals the Family 
Preservation and Suppo~t program, which may mean less state 
spending on abuse and neglect prevention activities. 

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, 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 
provides the much needed opportunity for a real bipartisan 
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 bi'll to :replace the current system with 
one thatdemandsresponsibility, .strengthens families, protects . 
children, and gives states broad flexibility and the needed 
resources to get the job done. 

Sincerely, 

Jacob J. Lew 
Acting Director 
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THE SECRETARY OF HEALTH AND HUMAN SERVICES 


WASHINGTON, D.C. 20201 


DRAFT 

The Honorable Sam.M. Gibbons 
Committee on Ways and Means 
U.S. House ofRepresentatives 
Washington, D.C. 20515-0348 

Dear Mr. Gibbons: 

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

PROTECTING CHILDREN , 

1. Health coverage -- ~ow many children and parents will lose Medicaid coverage as a 
result of the Republican 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 blo,ck 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 ofelderly, children, families, 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 ofany 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 ofcash 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 reso~ce thresholds under Medicaid 
could lower these standards to the national average. In such cases, the income and , 
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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 denied 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 e~ends transitional Medicaid coverage for cash 
assistance recipients who leave welfare for work.' . 

I 
" 	 . 

The bill reported by the Commerce Cormriittee does not change'current law Medicaid coverage 
for poor children under age 14 (as ofFY 1997) and poor, pregnant women. In FY 1997, 
children above 14 years ofage are eligible for coverage ~t 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 n~ber of adulls and children 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 b,e 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 inillion 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 ofall 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 ofMedicaid coverage. However, irall states were to impose a shorter, two-year time 
limit, then by FY 2002 some2.0million adults could lose eligibility for cash assistance and 
Medicaid. 
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2. Child care -- How do the resources for child careh;' the Republican bill compare with 
present law? Are they adequate to meet the need that will be generated asa result of the 
increased work requirements? In making these estimates, what would you assume the, 
~~~wdd~~~~~W ' 

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 provjdes 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 billi~n. 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 ofchild care funds to states over the first four years. If they, use up their 
surplus, particularly to meet working poor child care needs, then, beginning in FY 2001 and FY 
2002, child care funds would fall short of costs. ' 

In its AFDC child care estimates, 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 ofchild care for all children up to 12 years ofage, and include the costs of 
administration. ' 

The House Economic and Educational Opportunities (EEO)Committee 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 
ofhours of work in FY 2000 through FY 2002; these changes would increase the costs ofchild 
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 1995Jeve1 ofchild care funding (rather than their FY 
19941evel) in order to draw down matching federal funds. This amendnient increases federal 
and state child care funds in the bill to $23.9 billion~ leaving a deficit of$.6 billion. 

Discretionary Child Care Funding , 
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 funding equal to $800 million over six 
,years, due to the effect of inflation. 
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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 significant potential effect on children and parents are the time 
limits on benefits and the mandatory (optout) family cap. The time-limit provision states that 
families may not receive benefits· under the federal temporary assistance program for more than 
five years, ~d states may not exempt more than 20 percent of families from this provision. 
States may end benefits sooner and exempt fewer families. Ofcourse, as shown in table 2, the 
impact of the time limit on families will depend on the length ofthe 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 implemente(;l. (The range reflects varying assumptions about the . 
behavioral effects of the time-limit policy and work programs on welfare spells.) Ifwe 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 limit is fully 
implemented. . . 

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 Medicaid under the circumstances described in our earlier response 
to question 1. 

While 29 percent of all recipients first began r:eceiving 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 ofall AFDC recipients and 72 percent of long-term 
recipients were not married when they first began receiving their benefits. Forty-three percent of t 

families that will reach the.timelimit are white, 34 percent are black and 23 percent are Hispanic. 
Ofall first-time recipients, 56 percent are white, 28 percent are black and 16 percent are 
Hispanic. .. 

Families 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 ofchildren 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 fainily 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 demographics 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 

<:v Republican bill? 


The response to this question was forwarded to you by letter from Office ofManagement 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 
doyou 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 activities recipients will engage in? 

... 

This' question is closely related to the following one, and our responses to both are combined 
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 mustbe 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 

http:parents.on
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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 ofcash 
'assistance' benefits to poor families and childferi. 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 EEO"committee (which increased both the' 
participation rates and the required hours ofwork). These estimates draw the same conclusion-
states face large resource shortfall~ 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 furiding for only 490,000 work slots. More work slots could he 
funded under H.R. 3507, bu~ only if states'wen;; to reduce .. cash assistance benefits.' 

NUMBER OF FUNDED WORK SLOTS 
(numbers in thousands) 

FY 1997 FY 1998 FY 1999 FY2000 FY2001 FY 2002 

Number of 
Recipients 506 643 779 917 1,046 1,331 
Required 
to Work 

Number of 
Funded 494 532 503 '499 492 ,490 
Work Slots 

The number of futded work positions in H.R.-350'7is roughly comparable to the,nuinber or' 
, recipients participating in thewelfare-to-work program currently in effect (known as JOBS). In 

FY 1994, 593,000 welfare recipients participated in the JOBS programs in an average month~.;. 
about 434,000 of them, for an average of20 hours per week. Under current law, unlike H.R. ' , 
3507, recipients are able to participate in a range of activities to meet the JOBS pat1icipation 
requirements, including job training and GED preparation. HistoriC;illly, states have not placed a .. 
large number of welfare recipients in work activities as defi~ed by H.R. 3507. Although states 
have been increasing their emphasis on such activities, in FY 1994, onlyA,percentof JOBS 

,participants were involved in subsidized employment or work experience. Given the lack of 
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resources and the nwnber of new work slots that must be created from scratch, states are likely to 
face considerable fiscal and admiJlistrative difficulties in meeting the work requirements in H.R. 
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 AFOC-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 AFOC-related spending each year 
through FY 2001; the bill has no maintenance ofeffort requirement in FY 2002. Asswning 
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 states 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 ip the areas of child welfare and foster care. 
The transfer provision would allow states to supplant up to $28 billion in stat~ 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 asswnptions about state behavior. Under the worst
.case scenario, states could reduce total state spending on AFOC-rel~ted programs by $57 billion. 
·over six years and still qUalify for the full amount of federal blo~k grant funding. The attached 
.table 3 shows on a state-by-state basis minimwn levels of state spending on AFOC 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 fo~ use in later years. The analysis asswnes that all states. 
implement the block grant on July I, 1997, and, thus, are subject to matching AFOC spending 
requirements for the first half of FY 1997 and to maintenance-of-effort· and transferability 
provisions for the second half. • . . 
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State AFDC-Related Spending Under. 

Current Law and H.R. 3507, as reported by the Committee on Ways and Means 


Worst/Best-Case Scenarios 


6 Year Total Reduction 
(in millions of dollars) 1997-2002 from Current Law 
Current Law 
State Spending (and Best-Case Scenario) 93,257 0 

H.R. 3507 

Minimum Required State Spending: 
75% maintenance of effort thr.ough 2001 and 
transfer 30% of funds out of cash assistance block g·rant 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 

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

Not,es: 

Sta,te spending under current law is calculated by applying match rates derived from HHS data to CSO estimates of federal 
spending under current law. 

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 ofhow 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 
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 fede~l 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 
und~r current law (see below). But after gaining $278 million in 1997, total block grants 

http:projections.of
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Projected Federal Income Assistance ~utlays 


(in millions of dollars) 1997 1998 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 2,096 2,159 

Emergency Assistance 1,735 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 2.6%.· 2.5% 2.6% 2.4% 2.6% ·2.6% 

Block Grant 16,423 16,508 16.591 16,637 16,340 16,340 

Gain/Loss 278 -48 -393 ·752 -1,497 -1,957 

Cumulative Gain/Loss 278 229 -163 -915 -2,412 -4,369 

Source: CBO March 1996 Baseline 

to states fall $48 million short of the current-law baseline in 1998 and from then on the shortfall 
steadily increases. In the year 2002, states are·projected to receive nearly $2.0 billion less under 
block grants than undercUrrent 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 infonnation meets your needs. Please let us know if you need additional 
infonnation .. 

Sincerely, 

Donna E. Shalala 

·Endosures 



Table 1 

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

(numbers in 10005) 

1997 1998 1999 2000 2001 2002 2003 2004 2005 . 2006 

Total AFDC Recipients 13,414 .13,603 13,795 13,964 14,133 14,302 14,474 14,649 14,824 14,998 

Total Recipients put at Risk 5,113 4,842 4,591 4,370 4,172 4,f64, 4,214 4,264 4,315 4,366 

Adult Recipients 3,905 3,960' 4,016 4,065 4,114 4.164 ,.4,214 4,264 4,315 4,366 

Child recipients> Waxman agee =14 in 1997) 1,208 882 575 305 58 0 0 0 0 0 

Lose Guarantee due to 5 Year .Time Limit 0 0 0 0 0 0 268 799 914 946 

Adult Recipients 0 0 0 0 0 0 268 ,799 ' 914 946 

Child recipients> Waxman agee =14 in 1997) 0 0 0 0 0 0 0 0 0 0 

Lose Guarantee due to 2 Year Time Limit 11 0 0 0 869 1,836. 2,030 2,094 2;127 2,154 2,180 

Adult ReCipients 0 0 o· 803 1,809 2,030 2,094 2,127 2,154 2,180 

Child recipients >, Waxman agee =14 in 1997) 0 0 0 66 27 '0 0 0 o· 0 

/' 

11 States have the option of choosing a lime limit shorter than 5 years. 

Source: HHS staff estImates 



Table 2 

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

(numbers in millions) 

Total 11 
Case load 5 Year Time Limit 2J 

Number of Children 
Number of Families. 

10.2 
5.2 

No 
. Exemption 

4.6 - 4.1 
2.0 - 1.8 

10%· 
Exemption 

3.7 - 3.3 
.1.6-1.4 

15% 
Exemption 

3.2 - 2.9 
1.4 -1.3 

20% 
Exemption 

2.6 - 2.4 
1.1 -1.0 

2 Year Time Limit 21 

No 10% 15% 20% 
Exemption Exemption Exemption Exemption 

Numberof'Chitdren 10.2 6.7 - 5.7 6.2 - 5.3 5.8 - 4:9 5.5 - 4.6 

Number of Families 5.2 3.2 - 2.7 2,.9 - 2.5 2.8 - 2.4 2.6 - 2.2 


Famil~ Ca~ 31 

Number of Children 10.2 2.3 
Number of F~milies 5.2 *** 

11 This shows the total projected caseload before the effects of any provIsions or behavioral changes. 
2J 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 Y,ears by 10%. 
31 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 it is rare that an entire family would be 
denied benefits under this provision. . 



Table 3 

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

~iIli0n8 of DoIIanI) 

Allowable T......r.n.bIe CombInIIcI FY 1_ 

FY1. FY1. Reductlalw III PotentIal Requiredput-.,....., 
FY1* Fedefalc.h CurrenlLw ..... Spendl'" IUoc:k ar.nt Alductlalw In ..... 

State ..... Spending 11 IUoc:k Gl"lnt 21 ..... SpendI!!!11 (Cl'1i18 • 75"'$4) S/ (30% of BOde Chnt) " ..... Spendl'" Spending 

Alabama $52.4 •.3 "$55.5 '18.2 129.5 ~.7 $9.& 

'AIaska 85.4 (18.9 67.7 18.8 20.1 38.7 28.9 

ArIzona 133.2 233.9 138.5 38.8 70.2 108.8· 29.7 
~ 25.9 1'l9.7 26.8 ~~---- 7.1 17.9 25.1 1.5 

·California 3.662.1 3.733.8 3,847.5 1.101.0 1.120.1 2.221.1 1.626.4 

Cokxado 111.2 142.1 137.0 53.8 42.8 18.2 40.& 

Connecticut 244.2 258.4 281.8 98.5 71.5 178.0 105.6 
DaIaware 29.2 32.3 39.3 17.4 8.7 2'7.0 12.2 
DiIIt of Columbia 94.3 82.8 84.0, 13.3 2'7.& 41.1 42.9 
florida 493.1 1587.5 489.5 129.8 178.3 305.9 193.6 

Georgia 240.4 348.7 247.9 67.8 104.8 172.2 75.7 
.Hawaii 82.9 98.9 115.9 46.2 29.7 75.9 40.0 
Idaho 17.7 33.5 21.8 8.8 10.1 18.8 3.2 
IIIinoI8 572.3 585.1 887.7 258.5 175.5 434.0 253.7 

indiana 150.4 208.& 132.7 19.9 82.0 82.0 50.& 
IoWa 82.2 130.1' .88.9 2'7.2 39.0 86.2 22.7 
Kansas 82.9 101.11 73.5 11.4 30.8 42.0 31.8 
KeIIbICky 87.5 181.3 80.1 14.5 54,4 86.9 11.3 
louisiana 85.1 172.2 60.4 11.5 ' 51.7 83.2 0 

Maine 41.0 7&.1 46.0 10.0 23.4 33.4' 12.6 
Maryland 237.7 229.1 247.1 88.8 88.7 137.8 109.5 
Massachuse\tll 478.3 451.& 458.8 100.1 135.8 235.7 223.1 
Michigllll 836.5 715.4 855.8 17&.4 232.8 411.0 244.& 
Minnesota 240.5 266.4 244.1 63.7 79.9 143.6 100.4 

Mississippi 28.4 91.1 28.7 7.3 2'7.3 34.7 0 
Missouri 159.8 211.8 182.8 42.9 83.5 108.4, 56.4 
Montana 20.8 47.& ' 26.7 11.1 14.3 25.4 1.3 
Nebfaska 37.6 58.0 51.8 23.4 17.4 40.& 10.& 
NevacIa 34.3 45.8 44.2 18.4 13.7 32.2 12.0 

New Hampehire 41.7 38.3 42.4 11.1 11.5 22.8 18.6 
NewJeraey 408.4 395.0 438.3 131.8 118.5 250.0 186.3 
NewMexico 52.1 132.6 83.8 24.8 39.& 84.3 0 
New York 2.287.0 '2.360.0 2.861.1 945.& 706.0 1.853.& 1.007.3 
North Carolina 202.2 319.6 229.1 77.5 95.9 173.4 55.7 

·North Dakota 12.4 24.7 16.2 6.8 7.4 14.2 1.9 
Ohio 512.3 717.9 459.2 75.0 215.4 290.3 168.8 
Oklahoma &1.1 141.0 72.5 11.7 44.4 ••1 16.4 
Oregon 123.6 167.9 140.5 47.9 50.4 98.2 42.3 
Pennsylvania 548.2 719.5 665.9 254.7 215.& 470.6 195.3 
Rhode Island 80.& 95.0 85.4 24.8 28.5 53.3 32.1 
,South Carolina 46.7 100.0 49.7 14.7 30.0 44.6 5.0 
South Dakota 11.7 ' 21.4 12.7 3.9 8.• 10.3 2.4 
Tennessee 107.1 193.8 140.8 80.3 158.1 118.4 22.3 

Texas 312.5 ' 511.8 aS4,4 120.0 153.5 273.5 80.9 
Utah 33.9 79.1 44.3 18.9 23.7 42.7 1.7 
Vennonl 34.5 47.4 33.7 7.8 14.2 22.0 11.7 
Virginia \ 170.8' 167.0 147.0 18.9 50.1 68.0 78.0 

Washington . 385.7 399.6 385.5 91.2 119.9 211.1 154,4 
W88t Virginia 42.3 110.2 33.8 1.8 33.1 34.9 0 
WIscorisIn 227.7 31&.2 178.4 5.8 85.5 101.1 75.3 
,Wyoming 13.& 21.8 13.4 3.0 U fJ.5 3.& 

Tote" '13.139.1 '18,507.8 ,14,ISIU ....at.1 ....ts:2.3 $I,3t1.4 $5,512.11 

1/lncludes the following ptOgl'11lTlS: AFDC benefits. admlnlstration. FAMIS. Emergency AasIstanoe JOBS, JOBS child care, AI·Risk child care, & TI'8I1IIItIonaI child care. 

Data for calculaJions _re provided by the Administration for Children and Families. 

2J Bkx:k grant Includes funding for AFDC benefits, administration. Emergency AasIstanoe and JOBS but excludes chlldcare which Is CO\/9f8d under another block grant. 

FY 1996 lethe firat full year of block grant funding. 

31 States allowed to reduce _1IanH'elated spending by 25 pecant of their FY 1994 1eYeI. AIItIough the cash block grant doe8 not Include child care funding. the base 

of the maintenance of 88011 provision eontalna child care expendlbJl1IIIln FY 1094 as doe8 the projected current law spending for 1998 . 

• / Stales are allowed to transfer up to 30 percent 01 their Federal block grant to the following pI'Ogl'11lTlS: T1de XX Block Or8nt. Child Care funding. 01' Child PToCecIlon 
funding..n- projections do, not Include the $25 mllJion bonus funds for nduc::tIona In out~~1oek child bearing. 



Table 4 
Projected Effects of Cash Assls'tance Blo~k Grants 

'. . 
H.R. 3507 as reported by the Committee on Ways and Means 

(Millions or-Dollars) 

FY1997 FY:,997 G.ln P..centag. ' G.ln 
Stat. (* denotea .tatea which E.t. CUrrent Law C••h AMI.tanc. (l,oe.) , G.1n (Loa.) (Loa.) 

~u.lI!l fOt ,ueelomental fund'l Exe!!:!dHur.. 11 Block Grant 2/ ,FY 1997 FY1997 FY97..o2 

A1.bam. • $87.3 $915.7 $8.4 8.6 "7.9 
·AI..k. * 82.8 65.3 2.15 4.0 -8.0, 
Arlzon. 202.2 228.2 26.0 12.8 122.4 
Arkan... • 48.7 158.2 8.5 18.6 45.2 
C.llfornl. 3,881.8 3,733.8 42.0 1.1 -1,206.1 

CoIOt.do - 134.2 138.8 4.6 3.4 -33.3 
Connecticut 271.1 2158.4 -12.7 -4.7 '180.3 
o.I.w.r. 315.1 32.3 -3.3 ...2 -37.8 
,Diet 01 Columbl. 78.15 82.6 14.1 18.0 73.8 
·FIOtld. * 525.1 573.0 47.8 9.1 217.4 

G_gl. • 314.9 338.7 24.9 7.8 51.7 
H.w.1I 109.2 98.8 ·10.3 ".4 -127.0 
Id,ho * 315.7 32.7 -3.0 -8.3 44.6 
lllinol. 826.5 565.1 -41.4 -8.8 -632.1 
Indian. 111.15 206.8 40.3 '# 24.2 201.3 

lOw. 125.1 130.1 5.0 4.0 ..0.7 
'Kan... 85.3 101.9 16.6 19.5 73.9 
Kentucky 
LouI,lan. *' 

145.9 
120.1 

181.3 
111.1 

35.4 
38.5 

24.3 
20.7 

165.15 
211.4 

M.ln. 68.8 78.1 9.4 13.8 315.8 

M.ryl.nd ,228.0 220.1 1.1 0.5 ...5 
M....chu••tts 434.1 451.8 17.7 4.1 -63.15 
Michigan 731.9 7715.4 43.5 5.9 -31.3 

'Mlnneaota . 252.8 211.4 ' 13.6 15.4 ·13.9 
MI..I..lppl • 77.4 11.9 11.5 14.8 49.7 

MI..ourl 203.0 211.6 8.6 4.2 -3.2 
Montan. • 48.9 46.7 -2.2 -4.15 -33.7 
N.bruka 
N.v.da -

63.6 
46.6 

58.0 
44.8 

-6.6 
-1.8 

-8.8 
-3.8 

-11.0 
-32.8 • 

Now H.mp.hlr. 36.1 38.3 2.2 6.0 0.8' 

NowJ•••y 409.2 395.0 -14.2 -3.5 .a8.0 
N.wM.xlco ,. 147.4, 120.3 '18.0 -12.2 ·184.1 
NowYOtk 2,849.9 2,360.0 -289.9 ·10.9 .!l.,977.2 
North C.rolln. • 307.2 31p.9 3.8 '1.2 -41.0 
North D.kota 26.6 24.7 -2.0 -7.4 .!l.2.4 

Ohio 588.4 717.9 120.15 22.0 106.8, 
Okl,hom. 118.4 148.0 28.6 25.0 111.7 
Oregon 170.7 167.9 -2.7 -1.6 -112.3 
Penn.ylv.nl. 837.5 719.15 -118.0 -14.1 -1,067.7 
Rhod.l.r.nd 87.7 915.0 7.3 8.4 24.4 

,South C.rolln. 89.7 ' 100.0 10.3 11.5 42.8 
South D.kota 20.9 21.4 0.4 2.1 "'.3 
Tenn..... • 190.6 168.4 ~2.2 -1.1 -78.8 
T.x•• * 472.5 ,498.8 26.4 5.6 14.8 
Utah - 71.2 77.0 15.9 8.3 7.15 

Vermont 42.0 . 47.4 15.4 12.7 24.7 
VirginI. - 130.8 162.7 31.8 24.3 178.1 
W••hlngton 368·6 399.6 31.1 8.4 57.3 
Weat Vlrglnl. 88.0 110.2 22.2 215.2 115.0 
WI.conaln 243.5 318.2 74.7 30.7 434.3 
Wyoming 18.0 21.8 3.8 21.0 14.1 

U.S. Total, 116,145.9 "8,.423.8 .277,s 1.7 -$4,388.5 

11 EatiUlales or ruture spending are based on actual FYl99S expenditure data. Each state' ••hare or Cunding Cor FYI996-2000 changes .ccording \0 

the state's projected growth in the number or il.$ AfDC children and its projected change in spending per child. The amounts states receive is scaled 
CBO's projected total Cor federal spending; In FY 2001 &. 2OOZ'each state', funding grows at CBO's projected growth in the national total. 

2/ Components of the cash assistance block grant are AFDC benerlts, administration (including MIS expenditures), JOBS, &. Emergency Assistance. 

Baseline: CBO, April 12, 1996. 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON, D.C. 20503 


THE DIRECTOR . July 18, 1996 

The Honorable Pete V. pomeniCi 

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 

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 -- 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 elderly, the poor, pregnant women, and people 
with disabilities .. We hope that removing this "poison pill" from welfare reform is a 

. breakthrough that sh~ws that the Republican leadership seriously wants t9 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 anq 
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 Agric.ulture Committees' efforts to strengthen 
provisions central to work-based refonn, 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 oftrue welfare refonn. We are particularly 
pleased with the following improvements: . 

• 	 Child Care. As the President has insisted throughout the welfare refonn 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 
refonn, . 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. 

• 	 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 refonn. 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 Perfonnance Bonus. We commend the Committee for giving States an 
incentive to move people from. welfare to work by providing $.1 billion in work 
program perfonnance 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 NOA 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 
s~ould take to strengthen this provision. 

• 	 Equal Protections. 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. 
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• 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 hard~hip 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 coricerned, however, that States could deny this 
transitional Medicaid 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. . 	 . 

• 	 Worker Displacement. We are. pleased that the bill incorporates provisions against' 
worker displacement, including protections from partial displacement as well as 
,avenues fordisplaced 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 including the Administration's 
proposed 8 percent commodity' floor. 

• 	 Child Protection. We commend the Finance Committee for pres~rving 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 (SSI). The bill removes the proposed two-tiered 
benefit system for disabled children receiving SSI, and retains full cash benefits for 
all eligible children. . . 

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 S. 1956 ' 

The Administration, however; remains deeply concerned that S. 1956 still lacks other 
important provisions that have earned bipartisan endorsement. 

• 	 Size of the cuts. The welfare provisions incorporate most of the cuts ~n 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. 
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Cuts in Food Stamps and'benefits to legal immigrants are particularly deep. The 
President's Budget demonstrates, that cuts of tQis 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 
program, jeopardizing the nutrition and health of millions of children, working' 
families, and the elderly, and eliminatfng'1he-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 
tim.e limit on childless adults who are willing to work but are not offered a work slot. 

• 	 Legal Immigrants. 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, 
ami Aid to Families with Dependent Children (AFDC), the bill bans SSI and Food 
Stamps 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 cliildren, 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 th~ harsh direction that the " 
House Rules COffi1l1ittee did yesterday in reporting a provision that would broaderi the 
ban on current Immigrants from receiving Medicaid coverage. ' , ' 

• 	 Medical Assistance Guarantee. 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 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 eligibility for poverty
related pregnant women and children. 

• 	 Protection in Economic Downturn. Although the Contingency Fund is twice what it 
was in the vetoed bill, it still does not allow for further e~pansions during poor 
economic:; conditions and periods of increased need. We are also concerned about' 
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, 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 n;:teet these more 
stringent rates. Based on CBO estimates,_the Senate .bill would,provide $12 billion 
less over -six years than is required to meetilie 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 $2A 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 transf~ramounts 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 childre~. 

• 	 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 . 
millions of YQung 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 the 

, NGA, seeks complete State flexibility to· set family cap policy. 
. 	 '.' .' 

• 	 EITC. The Administration opposes the provision inS. 1956 that raises taxes on over 
f\>ur 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 th,e 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 teforminitiatives 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 effOl;ts, welfare to work 
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measures, and protections for children. It pn;>vides 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 areal bipartisan compromise, and it should be the basis for a quick 
agreement between the. parties. 

The President stands ready to work with Cong~ess 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 

6. 
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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 --' 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 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 ipirit 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 tile 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 C,ontained in S. 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 .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 following 
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 pa~ents of sqhool-age children need child 
care in order to work. 

• 	 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 prov·ision. 

• 	 Equal Protections. The Committee includes prov1s10ns that 
would require states to establish objective criteria for 
delivery of benefits and to ensure equitable treatment. We 
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are pleased that the committee also incorporates appropriate 
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 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 Medic,aid 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. 

• 	 Worker Displacement. We are pleased that the bill 
incorporates provisions against worker displacement, 
including protections from partial displacement as well as 
avenues,for displaced employees to seek redress. 

• 	 Ch"ild Nutrition. ,The bill now includes many provisions 
proposed by the Administration, and no longer includes 
H.R.4's provision's f'or 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 (including" related Medicaid coverage), 

·and 	other family support and child abu~e 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 children. 

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 S. 1956 

The Administration, however, ~emains deeply concerned that, 
th~ bill still lacks other important provisions that have earned 
bipartisan endorsement. 
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• 	 Size of the cuts. The welfare provisions incorporate most 
of the cuts in the vetoed bil~ -- 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 
ach;ieve real we'lfare 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 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 benef~ts 
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 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 
Stamps, for virtually ali 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. 

• 	 Medical Assistance Guarantee. The Administration opposes 
p:r:ovisions 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 
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affect Medicaid eligibility determinations, including 
eligibility for poverty~related pregnant women and children. 

• 	 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 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 toa $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 
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 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 
policy. 

• 	 EITC. 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 
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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 
ref'orm -- 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 fora 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 resource$ to 
get the job done. ' 

Sincerely, 

Jacob J. Lew 
Acting Director 

IDENTICAL COpy SENT TO THE HONORABLE J. JAMES EXON 
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DRAFT - 7/16/96 -6:00 pm 

The Honorable Ger.ald B. H. Solomon 

Chairman 

Committee on Rules 

U. S. House of Representatives· 

Washington, D.C. 20515 


Dear Mr. Chairman: 

I am writing to transmit the Administration's views on the. 
welfare provisions ofH.R. 3734, the "Welfare and Medicaid Reform 
Act cif 1996." We understand that the Rules Committee plans to 
separate the welfare and Medicaid portions of the bil-land 

,consider only the welfare prov.isions on the House floor. 

We are 'pleased that the congr~ss 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·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 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 families by 
cutting the Earned Income Tax Credit (EITC). 

~:';;;"-'Improvementscontained in H.R. 3734 



We appreciate the Committees' efforts to strengthen 
provisions that are central to work-based reform, such as child 
care, and to provide some additional protec'tions for qhildren 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. 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: 

• 	 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 and protect. the health and safety of 
children in car.e. 

• 	 FoOd stamps. The bill removes the annual spending cap on 
Food stamps, preserving the program's ability to expand 
during periods of economic recession anc~_ help families when 
they are most in need. 

• 	 Child Nutrition. The bil1 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 maintain national 
nutrition standards. 

• 	 Child 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 collect-ion initiative. 

• 	 Supplemental Security Income (SSI). The bill removes the 
proposed two-tiered benefit system for disabled children 
receiving SSI, and retains tull,cash benefits for all 
eligible children.

• 	 Work Performance Bonus. We commend the Committee for giving 
states an incentive to move peop1e 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 case load changes. Further 
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steps the Congress should take to strengthen this provision 
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 hardship 
cases that reach the five-year time ,limit. 

We ,remain pleased that Congress has decided to iriclude' 
central elements of the President'sapproach -- time limits, work 
requirements, the toughest possible child support enforcement, 
requiring minor mothers to live at home as a condition of 
assistance'-- 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 lack's other important provisions that have earned 
bipartisan 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. 

• 	 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 qosts 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. ' 
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• 	 Legal Immigrants. 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 
stamps for virtually all legal immigrants, and imposes a 
five-year ban on all 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 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 immigrants. In 
addition, the bill requires' ~irtually all Feder~l, state, 
and local benefits programs to verify recipients' 
citizenship or alien status. These mandates would creat"e 
significant administrative burdens'for state, local, and 
non-profit service providers, and barriers to participa"tion
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 
guarantee continued Medicaid eligibility when states change 
AFDC rules. Specifically, we are concerned that fa~ilies 
who reach the 5 year time limit, or additional childre,n born 
to families that.are already receiving assistance couYd lose 
their Medicaid eligibility and would be unable to receive 
the health care services that they need. 

• 	 Protection in EConomic Downturn. "Although the contingency 
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 resourc~s they provide to poor children. We are 
deeply concerned that the bill provid~s 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. 

• 	 Resources for Work. 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 
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they p:laintained 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. 

• 	 Family Caps. '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 family cap 
policy. 

• 	 EITe, The Administration opposes the provisions in H.R. 
37,34 that increase the EITC phase-out rates thereby ra1s1ng 
taxes on more, than four million.. low",:,ihcome 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 making work pay.1t 

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. 

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 flexibilitYi incentives for AFDC 
recip~ents to move from welfare to w~rki more parental 
responsibility; and protections for children. It is a good 
strong bill that would end 'welfare as we know it~ Castle-Tanner 
provides the much needed opportunity for a real bipartisan 
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 flexibility and the needed 
resources to get the job done. 

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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,wELF.' ~ .....~~ 11.REFORM ~SUESFOR FUTIJRE IMPROVEME.~ . .. , 	 , J, ' j , ' 
Food Stamps, \)J.J..;4Y',< '<, ' ,,',' ,',,' ",',' • 

• 	 Shelter ~Qn - The ~nt'er';'ce bill ~ cap the excess shelterdeducti~n at 52 0 .k;A-
beginning in FY 1991, eventually rising to $300 for FY 2001 and beyond. The eXcess " ~. 
shelter cap deduction would be eliminated under current law on January 1. 1991. ' 
Retaining current law would prot~t benefit levels for 7 million households 'With high 

'" shelter costs. Over· 90% ofthe' benefits wowd go to households with children. 
, 	 ," 

• 	 Work RequirementS for Able-Bodied Adu1ts -- The bill limits panicipation by able-bodied 
childless adults to 3 months in a 36 month period, with,3 additional months of, ' 

, , participation for indi:Viduals that lose ajob. The Senate proposeq limiting p~icipatioIi to 
4 months withiD a 12 month period. alloWing 2 monthS for job search, a 20% hardship 
,exemption and and an opportunity for future participation after working 80 hours in a 30 
day period. The Senate provisions increase States flexibility and provide greater 

" protections for seasonal workers and 'individuals making job transitions that reqUire more 
, than three months. 

Legal Immigra~ts , 

• 	 Exemptions -Conference failed to exempt children'or those;who become disabled after ' 
entering the U.S.' Exemptions are a high priorityto protect the 300,000 children and' 
150,600 disabled adults who would lose benefits.' , " ' . " , , 

• 	 Effective Date aDd 'Naturalization PoliCy -- The SSI and Fo~d Stamps bans would be' 
effective for current recipients as they are subject to redeteiminations. This means some' . 
,immigrants will lose benefits shonlyafter enactment and3II affected iImnigrams will lose 
benefits within a year. A six month delay in the effective date.would provide a unifonn 
policyfor allimmigrants and would give' current recipients time to adjust and naturalize. In, 
addition, immigrants w~o apply to na.tilralize should not be subject to, the ban. It ' 
currently takes about ayear for INS to process an application to'naturaliz:e. with 
~ignificant variations across the country, Immigrants eligible to become citiz:ens should 
not ~e denied.benefits because ofad:minlstrative factors beyond theiicontrol. ' 

Cash Assistance B'ock Grant " 

• 	 ContingenCv'Fund ~ The Conference provides $2 billio~ for a contingency'fund, ,but this, 
may be insufficient in the event a recession. The Castle-TaDner 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 provision reducing the match rate for States'that ' 
use c,ontingency funds for l~ss than j? monthS in 'a fiscal ye:at should be remov:ed. 

: < 

, • 	 Child Vouchers -- The Conference alloW$ States to provide child vouchers after the 
Federa15-:-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 vou~hers through the cash block ~t for State time limits set shorter than S 
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years, and aiIow~ th~ -to do so after the 5-year Federal time limit. The Castle-Tanner " . 
provisions ,are stronger and provide more protection for" children affected by time limits. . " 

". , , 

• Worker Di~laCement -- The Conference does not proVide strong enough protections 
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 w01:lld ':' 
improve general labor issues. ' 

". ' 



STATEMENT BY TIm PRESIDENT 

July 18, 1996 


Today's bipartisan progress in the, House and Seriate has moved us a step clo'ser to 
national welfare refonn. The Congress has already adopted several improvements I have long , 

,advocated, inCluding, incre,ased funding for child Care, greater incentives for states to move 

p~ople from welfare to work, and fewer troubling cuts in child welfare, aid for' disabled 

children, and school hinch,. Today, the House made encouraging steps fOlWard by protecting 


,'the health 'care guarantee, strengthening state maintenance-of-effon, and dropping plans to ' 
raise taxes on working families." ,"" , 

We hav'e 'come a long way in this debate, but we still have' mote work to do. In the 

Clays to come, I urge Congress to go the extra mile and make further improvements to give 

the Anierican people the best possible welfare reform bilL We must not let this historic 

opp'ortunity siip through'our fingers. 




-~ 
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INTRODUCTION 

There are now three main options being discussed within the Republican 
leadership concerning future action on welfare reforin 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 foil owing areas:", 
executive actions; congressional activity; and press/communications. These activities 
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 bjll 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 accomplishment, not as 
the victim ofa presidential veto. . 

* 	 Dole's refusal to act on a bipartisan welfare reform bill is another sign that he 
has abandoned long-standing policies andprlnciples 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 embra~e bipartisan centrist . 
reform based on legislati.ori put forward in both Houses (Breaux/Chafee and 
Castl~/Tanner). Will he walk away from that too? . 

• 




EXECUTIVE ACTIONS 

We already have a gaad recard .of executive actians an welfare refarm that 
cantrast well with the inability .of Cangress ta produce bipartisan legislatian. We have 
approved 58 "welfare experiments" in 37 states, and are likely ta act an several 
additional waivers for key states this year. We alsa can paint ta an .overall decline in 
welfare caseloads and an increase in child suppart collectians since the President taak 
.office. 

We cauld take several new executive actions this year that wauld help ta 
strengthen .our palitical pasitian an welfare reform, and illustrate ta Dale and the 
Republican leadership that a strategy .of sharing credit an welfare has mare tractian than 
running an past vetaes .. Secretary Shalala's rece!1t merna ta the President propased 
several executive actians cancerning work and teen pregnancy that cauld be taken 
quickly. Bruce Reed has ather promising ideas in the areas .of wark and time limits. 
Future executive actians shauld be in areas cayered by pending legislatian ta avaid any 
appearance that we are trying ta undermine cangressianal refarm. These actians alsa 
shauld be facusedan wark, the issue Republicans are mast interested in capturing far 
themselves this year. 

The Administratian alsa can undertake studies and research activities that 
strengthen .our credentials an key welfare refarm issues while weakening the 
underpinnings .of the vetaed Republican legislatian. Far example, Bruce Re.ed has 
discussed a study that cauld detail the number of additianal welfare recipients wha 
wauld be invalved in warkas a result .of the PreSident's plan. This cauld becampared ta 
a lawer number invalved in wark under the vetaed canferencebill because .of inadequate 
child care resaurces. 

CONGRESSIONAL' ACTIVITY 

Senate Democrats will play a key-role this year in shapingpalitical issues and 
framing messages in Dale's frant yard. Using Senate rules, they alsa can farce vates and 
actianan majar issues and legislatian. Their role in the palitics .of welfare refarm will 
be especially critical. Thirty-five Senate Demacrats supparted the Senate bill and can 
validate the natian that the President and many Demacrats remain eager ta suppart 
bipartisan· refarm. They alsa can carry the message that Dale has abandaned the 
Senate~s bipartisan cammap ground and his own histary an the issue. 

Senate Demacrats can canduct a range .of legislative and press activities that 
reinfarce our .cm:e themes. These include flaor speeches during "Marning Business", 
press c,anferences, Dear Calleagues, and regianal press .outreach by senatars from key 
states. Perhaps. most important, we need to work with Senate Democrats Qn a joint 



..
, 

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

Because they are more removed from Dole and less united on the issue, HOuse 
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 recomrriit legislation with intructioils 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. Throughop-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 ACTM1Y 

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 opportunities 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, will 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 m:ganizations in the state, etc. 



TALKING POINTS 

WELFARE REFORM MEETING 


June 6, 1'996 


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

. 2. We support the Castl~-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 refonn: 


* 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 
Medicaid, not whether to support welfare reform. 

* OtTer 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 
recipients to sign personal responsibility contracts; GOP bill doesn't. 

Contingency Fund: Castle-Tanner has a more responsive trigger in 
economic doWnturns. 



CONGRESsiONAL MODERATES' POSITIONS ON WELFARE REFORM ' 

Major Areas of Con~ern 

•. 	 Immigrants -- Reducing the deep cuts and 'r~moving bans on assista~ce to legal
immigrants. ' . . 

• 	 Medicaid-AFDC Linkage -- Retaining categorical Medicaid eligibility for AFDC recipients 
and addressing health coverage for those who lose cash assistance d~e to time limits or 
other eligibility changes; , 

• 	 Post-Time Limit Vouchers ~- Requiring States to provide voucher assistance to children in 
familiesthat reach the 5-year Federal time limit., 

Key Differences Between the Castle-Tanner and Chafee-Breaux Proposals 

• 	 Recessions. The Castle-Tanner bill allows for additional contingency fund expansion 
during recess~~:mswhi1e the Chafee-Breaux proposal does not. 

• 	 Family Cap. The Chafee-Breaux proposal provides complete State opt-in flexibility while . 
Castle-Tanner t:etains State law opt-out requirements. 

• 	 Food Stamp Time LimitStwOrk Requirements OIl 18-50s. The Castle.,.Tanne~ bill requi~es' . 
States to offer a: work slot before terminating benefits while the Chafee-Breaux proposal 
does not. 

.. 	 ,' 

• '" 	 Food Stamp Waiver,AuthoritY. The Castle-:Tanner proposal does not include any changes 
. to the food stamp waiver,authority; while the.Chafee-Breaux proposal does include a' 

significant expansion in waiver authority. . 

.. 
"-: 
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Congressional Mode~ates' Positions on Welfare Reform 

House 
Coalition 

Senate 
Moderates 

AFDC, WORK, & CHILD CARE 

. State FundinglMainte~ance of Effort (MOE) Issues 

Overall MOE -- Raise level to 80% or higher 

Transferability ~- Allow transfers to child care only; prohibit 
transfers to Title XX Social Services Block Grant 

Contincency Fund u Require 100% MOE to access funds 

Child Care -~ Include State match on additional child care funds 

Contingency Fund . 

Base Fund u Increase to $2 billion and make permanent 

Recessions -- Allow further expansion of fund during reces'sions 

Work Participation -- Oreater' State flexibility to meet work rates , ' 

Family Cap -- Provide complete State flexibility ; 

Equal Protections -- Require States to establish fair arid equitable 
treatment provisions and develop State accountability mechanisms 

FOOD STAMPS 

Optional Block Grant -- Drop any version from bill 

Annual Cap on Program Spending -- Dtop from bill 

Shelter Deduction ~- Do not change current law 

Time LimitsfWork Requirements on 18-50s ~- States must offer 
work slot before terminating benefits 

IMMIGRANTS 

School Lunches -~ Exempt from verification requirements 

Bans -. Drop Food Stamps 'and SSI bans 

Medicaid' -- Drop Medicaid ban 

OVERALL SAVINGS TARGET 

Admi~istration,' -$40; House Coalition, -$50; Senate Moderates, 
mid-$40s 

+ 

+ 

+ 

+ 

+ 

? 

+ 

'IIP

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

+ 

? 

+ 

+ 

o 

+ 

+ 

.+ 

+. 

o 

(+) indicates position consistent with Administration; (-) indicates position inconsistent with Administration; (0) 
indicates partial support; (?) indicates unclear position. 
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Summary of Savings from Benefit to Immigrants Restrictions 
(7 year totals, dollar~ in billions, CBO estimates unless indicated) 

Deeming until . H.R. 4 Benefit Administration House Senate 
. Citizenship Ban Coalition Moderates 


SSI (no new exemptions) 6.6 
 liJ 
\ 

Cu~entlaw disabled exemption 6.6 ~,.10.7 


Exempt those over 75 4.4 11.6 
 ll. \P 
Exempt the disabled and over 75 4.4 7.3 4.4 ..-.... 7.3~ 

Food Stamps (no new exemptions) 0.6 @ 0.6 0.7 

Exempt for households with NA 1.0 .1.0 
children (OMB estimate) 

Medicaid (no new exemptions) . 2.0 to 2.2 

HR4 --5 year ban on new entrants, deem 
. until C thereafter with a state option to NA @ 4.1 4.1 
. ban permanently 

Child Nutrition (ban on iUegals) 0.4 

Other (Uniform definition ofeligibility 
and Medicaid interactions) 0.9 (included 0.9 (included (included 


above) above) above) 


Summary 9.5 to 10 23 to 23.6 5.9 ~ 12:1 


1~'1:I 0 -'" {"'r 

1 Senate moderates are .considering exempting only those disabled and over 75 currently in the country., This would only'slightly 
increase savings over the level shown. . ' \ 
CBO estimates are from multiple bills. Program interactions and different enactment dates may complicate comparisons. 
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Welfa.re, Conference Report Talking Points 

• 	 Child.. Care. The Conference report significantly underfUnds child care necesSary to make 
weIfarC reform a success. Based on CBq analyses, and taking into account both Federal 
and State funding, an additional $5 to $6 billion total would be necessary to provide child 

. 'careto those in the Conference work prograrn.andto maintain current law funding for.the ' 
.' 	 working poor (not.taki:rig into account increased need among those leaving welfare fOf. 

work). The, work provisions in the Senate bill and the ~GA proposal would give States 
'much more flexibility tlian the Conference rePort to meet the work requirements. and 
would reduce the costs ofchild, care substantially. The Administration strongly supports 
additional funding for' chil" care . 

o . ,Dlegititftacy. The Conference provides additi~nal grantS to States that reduce out-of
wedlock births., SecretaIy S~ala noted in her letter to conferees. hO'Yever, that the ' 
Administration "does not support the so,.called illegitimacy bonus mthe House and Senate 
bills, which some believe could promote abOrtion and which is unworkable in its current 

• 	 " ~ I 

" form." 
" 

.. 	 Child Protection. Despite growing numbers of abused and negkcte<i children needing 
protection services, the ,Conference legislation block grants a portion'ofthe open-ended 
programs funding such services. While the <;:onference bill maintains direct payments to 
families that take in foster children, it caps and block-grants funding for placement . 
services, c~e:..worker training, and program administration. 'The Administration supports 

. , mruntruning the current program struqture which automatically adjusts to chang~s in 'need. 

• Food Stamps. The·Conference bill would cause irreparable damage to the food stamp 
program - the only;nationaI universal safetY. net The program would lose its, abiJ.~ty to 

· respond during an· economic recession under the proposed annual cap on food stamp 
· spending ,and the optional food ~p block grant. While the A~istration opposes many 
of the cutS in the Conference bill~.two are partiCUlarly harsh on needy recipients. First, the 

· bill would place a cap on the amount of shelter expenses that poor families can dedu'ct from 
their income -- fo~ing families to ~hose between payiI+g,rent or buying food. This would 
reduce benefits to 2 million low income families with chlldren. Second, the bill woUld 

, force States.'~o tenninate benefits.to indiyiduals who are willing to comply with a work 
requiIementbut for whom the State will 'not provide a worK. or training opportUnity. 
CBOIUSDA estimate that aboUt 700,000 otherwise eligible people would be denied 
assistance under this provision in a',typical month. 

School Lunch. The Conference legislation would allow a School Lunch and Breakfasto 	

block grant to be established·m one State in each of the seven USDA regions. These block 
giants would not reqUire States to serve the same number of~hildren':they did before the' . 
block grant took effect, and would weaken the national standards ensuring that nutritious 
meals are avrulable to all children. Under the block grant, schools would be allowed to 
increase the price ofmeals served to children between 130 and 185 percent of poverty, 
thereby incre~ing food costs for low-income families .. 

, '~. 

http:benefits.to
http:Welfa.re
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• 	 SSI:Klds'and Other SSI Provisions. The Conference woUIdtighten eligibility' standards 
for childhood disability for cu:i:rent andnew beneficiaries. More than three quarters ofthe 
children remaining in the program who become eligible in the future would have their 
benefit reduced by 25 percent' In addition, the age ofeligibilitY ofelderly SSI benefits 
would be linked to the nonnal retirement age for Social Security benefits. 'This would 
gndually increase age ofeligibility 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 ofeffort requirements for state supplement paynlents. Several million SSI 
recipients depend upon State supplements for an average ofSlOO per month in benefits. 

, \.' 	 " '." J' 

• 	 'Medi~aicfEligibi1ity.':Curiently.A.F'DC're~ipients are catdgoric3Ily eligible for Medicaid: ",' 
The Conference bi1l~ however, would sever the link between' eligibility for c~h assistance' 
and Medicaid benefits. Under the new cash block grant, recipients would not be, 
automatically eligible for Medicaid. As aresult, millions ofpoor children and pregnant 
women could los~ acces~ to health care ~verage. 

,.' 

, i 

r·: 
, , ' 
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Welfare Reform Proposal: 
.'" ~ 

Maintenance' of Effort 

Require an 85~ maintenance of effort ;through 2002, with an increase in the MOE to 90% for states 
that fail to meet tPe participation rates and a reduction to 80% for states that meet performance: " , 
requirements. ' ' . ' 

,Tra~sferability 

Restrict transfers from the TA/lfF. block grant to only the child care, block grant, and limit the transfer to 
, 20% ofthe block grant. , " " ' , " . , ' ' "" ' ",' " ' ",' ' ' ' 

, ' 

, Performance Bonus 

, Provide pe~formance i~centives through a combi~ation ofcash paym~nts to high performance states (up 
: to $1' billion) and higher MOE for low-performance ,states.' ' 

Contingency Fund 

Increase contingency fund to $2 billion> 
, , , 

, Allow· states that qualify for contingency funds to draw 'funds even 'if the $2 billion authorization has' 
be'en exceeded if there is a'dowriturn in the national economy not assumed in the CB'O projections. 
(Contingent on CBO scoring) , 

, Require a 100% maintenance of effort before a state can draw down furids from the contingency fund . ."" . , . 

.. . .' . 
Work, participation rules , 

Change wor~ participation requirement to 25 hours a w~ek. 

Give states the option to reduce the work requirement to 20 ~ours for par:ents with children under age 6 

Count individuals leaving welfare to accept private sector employment in meeting participatio'; , 
requirements for one year provided tha~ they remain employe~. ., 

Child Care, 

Increase child care'spenclingby $4 billion above c~nference report. 

Require states to match additional federal child care funds at current match rates, (retain 100%' 
maintenance o'f effort in the conference report for base level funds). " " 

Work program funding 

, Provide $3 billion additional funds for work funding that states can draw in addition to T ANF funds 

beginning in 1999 if the state is spending 100% of 1994 level~ 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 


,I 



03/04196 ' 14 :03 ~003'\J 

'. 

Indi~idual ResponsibilitY 
'.'1 

. I.' 

Adopt the requireQ.lent in the Coalition bill arid the Senate bill that welfare recipients sign an individual 
responsibility 'contr~ct devt:?loped by the state upon becoming eligible for cash assistance. 

" 'Individual protection 

Require states to have abjective and equitable standards for detennining eligibility and certify that the 
','state has established a.dueprocess·appeal for individuals who have been denied assistance. ' 

State Accountability 

,Provide the Secretary:with the authority to reduce or withhold payments'to states if the state does not, 
meet the requirements of the statute. ' . ,.,' . , ' " , 

, Family Cap, 


Provide states with complete flexibility on family cap. 


Child Welfare 


, Eliminate, optional chi1d~elf8fe, bloc~ grant. , 


F09d stamps 


Set savings target of$22 ,billion ' 
. . \ . . 

Elil11inate the ?ptional blo~k grant 

Adopt the work requirements from 'the Coaliti~n bill, whi~h requires able-bodied individuals 
between age 18-50 without children to work or participate in a work program, but does not 
'eliminate benefits if there is nQt a slot available in a food stamp work program. ," 

, , , 

Non-citizens 


Exempt battered women from deeming requirements 


Elimtnare sdlOol Iluttititm 'and WI€ :&6m the 'baR ,~ 


Exempt families with childrenfrom foc;>d stamp ban. 


Exempt disabled kids from ban 


Exempt individuals over 75 from the ban. " 


, Exempt, individuals who have paid FICA taxes for 60 months (20 quarters). 
I ',! 



S'i:nolARYOF WELFARE PLAJI' 

• 	 five year time limit (~enate, NGA, conference)' 

• 	 80% maintenance of effort for Title I block grant (S~na~e) 

.. 	 100% maintenance of effort for additional child care and 

c,ontingency funds (Senate)'" 


.. FMAP match for, 'additionalchil¢! care and contingency funds' 
(Senate) 

',' 
.. 	 opt'ional family cap (Senate, NGA) 

.. 	 child welfarelfoster care cur~ent law (Senate) 

• 	 repeal ]FA 'for ChildrenisSSX,' new'definition of childhood 
disability, 1'00% of benefit for those who ~emain eligible,
(Senate, 'NGA) delay effective date (NGA) 

.. 	 broad minimum hea.lth and safety requirements for child, 

care (Se,nate)' 


.. 	 no block grants in child nutrition; means testing of Child 
and Adult Care Feeding Program; children of illegal 
immigrants remain eligible :for child nutrition assistance 
(Senate, NGA) , 

". 	 .sO%.work participation rate by 2000, (Senate) 

• 	 35hou~s of work per week required by 2002, (Senate) 

• 	 state'option to allow single parents witha,child under 6 to 
work '20 hours a week and count toward the participation rate 
(Senate, NGA) 	 , 

• 	 five-year ban on most federal "needs-based" benefits' for 
legal immigrants (Senate)* 

• 	 immediat'e ban ,on SSI for mo~t legal :bau.gTaDts (Senate)"" 

• 	 . deeming of legai immigrants until, naturali%ation 
,(conference) * , ' 

.. 	 allow legal immigrants access to public health programs* 

.... The NGA made' no recommendations,' on immigration issues 
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O'O'1'S"ANDIN~ MEMBER ,'ISSUES 

, I" 

1. 	 Chi14 care fundi;1g; 

,A. 	 $8 billion over five years ,($9.9 billion over seven years) in 
mandatory' spending for AFDC-related child care (Senat~) 

~ '," 1.' 

B. 	 $14.8 billion 'over' seven years' 'in mandatory spending for 

AFDC-relat.edchild care (NGA) , (cost:. $4.9 billi,on) 


'" I2. 	 Contingency fund 

A. 	 $l'billion over seven years for con~ingency fund (Senate,
, I 	 ' 

conference) 

B. 	 $2 billion over seven ye~rs for .contingency fund (NGA) 

(cost: $1 billion) 


3. 	 Perf'ormance" 'bonus 

A. 	 provide c;:ash bonusesbf five.pe~cent annually.to states that 
exceed specified employment-rel~ted performance target , 
percentages. T~ese bonuses would be funded with additional 
money, not out of the block grant base (NG~) (cost: up to 
$4.1 billion, ,depending on performance target) 

B. 	 Percentage' of Title I blocJ:c'grant funds set aside to provide' 
bonuses to states with high job placement rates (Semite) 

C. 	 The five states with,the highest performance in five 'areas 
(including job plac~ent) could reduce their maintenance of 
effort by two percentage points (conference) (cost: none) 

" • ' 	 J:mmigra:c.ts 

.A. 'SSI ban: add exception for disabled' (cost $4'.3 billion) or 

f,or. elderly over 75 ($3.4 billion) 


., 

'B. 	 Five-year ban:' Add' non-emergency Medicaid as exception ,to, 
five-year' ban on means-tested benefits ,(cost $,4 .1 billion) 

C.' ' 	 Corr,ect SSI\\bac.ksplash" (cost $1.4 billiori) 

',. 

http:J:mmigra:c.ts
http:annually.to
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5. 	 Food stamP, block' grant 

A. 	 'Allow states the option to convert food stamp program into 
block grant so long as BO percent of the funds are, 'spent on 
food. (Senate) , 

B. 	 Allow states to convert food stamp'program into block grant 
if one of three cOI+ditions: .1) state implements statewide 
electronic 'benefits transfer system; 2)' state has apyment 

, error rate below six percent or, 3) state buys in to a block 
g.t:'ant by.' t>aying ,thediffer~,ncebetween its own error rate' at ' 
six, percent" (conference, ,NGAl (cost: none) , . , 

C. 	 Eliminate 'optional food stamp block grant (cost: $B60 
million) 	 , 

6. 	 Food 'stamp ,wo:rk:requirement 

A, 	 Tenninate" f~od stamps after six months of every year for 
able-bodied childless recipients age 18 to SO who are not 
working, reg~rdl~ss of whether a, job is available (Senate)

, , , ' ,. ';-, . 

B. 	 Tenninate food stamps after four months of every year for 
able-bodied childless recipient,S age 18 to 50 who' are not 
working, regardless of whether a job is' available. 
(conference, NGA) (savings: $1.9 billion) 

c. 	 Terminate food stamps after six months 'of every year for 
able-bodied childless recipients age 18 to 50 who are not 
working even th9ugh they were offered a work slot 
(Administration) '(C9st:$2 .,4' billion) 

D. 	 Give· st'ates the option of terminating'food stamps after six 
months o.f' eve+y year for able-bodied recipients. ag.e18 ·to 50 
who are not working, rega.rdless of whether a job is available 
(cost: between $0 and $2.4 billion) 

" . 

I'~' , " 

,', 
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Welfare Reform Issues 
, , 

AFnC,WORK, &'CHILD CARE . , , 

StateF'und'ingIMailltenance of Effort' (MOE) Issues' ' 


Overall MOE --Raise level to 80% or higher 

, 

Transferability -- Allow transfers to child care only; prohibit transfers to Title XX 

SodalServices Block Grant 

,Continge!lcy' Fund -- Require 100% MOE to access ~ds 

Chiid Care -- ,InClude State match on additional child care rOOds 

Contingency Fund , 


Base Fund -- Increase to $2 billion and make permanent 


Recessions:..- Allow further expansion of fund during recessions 

, ' 

Chil~Care -.,. ,More money ,and quality standards 
.' "., " '. 

Work Participation --,Greater State flexibility 'to me~t'work rates 


Performance Bonus -:- Better incentives for States 

.

Family Cap -- Provide complete State flexibility 
, 


Equal Prot~cti()ns '.. Establi'sh fair and equitable treatment provisions andvouch<:;rs; 


develop State accountability mechru,J.isms,' , ' 

".- . ".- .' . 

Medicaid, -- Coverage for welfare families ' 


Displacement'--'WorkJare not displacing jobs 


FOOD STAMPS 


Optional Block Gran,t .,- Drop any version from bill' 


,Annu~l Cap on Jlrog~am Sp~nding:~~, Drop from bill . ./, 


,'" .
,Shelter rieductio~ -. Do not change curreht law 

Time LimitsIWork Req~irements on 18-50s·· States must offer work slot before 

terminating, benefits 

IMMIGRANTS " 

" ,School Lunches.;..,Exempt from verification requirements 
, " 

", , Bans -- Drop Food Stamps and SSI bans 
, ' 

I ',' 

Medicaid -- Drop Medicaid'~an 

CHILD PROTECTION 

,No Block Grant ' 

, OVERALL' SAVINGSTARGET , 

Administration, ~$40 



• 
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. THE CLINTON 'ADMINISTRATION'S ACTIONS TO REFORM 'WELFARE 


Under the Clinton Administration, AID.erica's welfare system has changed profoundly .. The evide~' of' 
President Clinton's leadership can be seen in both the evolving debate about national reform and in the positive 
ch~mges that are now occurring under .federally-.:approved state demonstrations. As the president has 

. emphasized, welfare caseloads are down while work and training activitiesa:i:Iiong recipients are up, the poverty 
rate is down, teen pregnancy rates are down, food stamps tolls. are down, and child support collections have 
reached a record high. ' , , .' . . . .. 

State Welfare Demonstrations 

Since taking office,. the Clinton Administration has approved 58 welfare reform demonstrations in 37 states, . 
giving more thliB Pll9' tJ:t.i.l:45 ,ef the states the 6f'!'efttln#yte test lle'l' welfare apPTf'8cheSi ThrtdmwsuatiO'ft

c:::= hilS granted waiVets"'ttt more~ than all previous administrations combined .. In an average month, these 
, welfare demonstrations co:v~r more than 10 million people, representing approximately 75 percent of all AFDC 
recipients. States are : .' .' . . requiring work, time-limiting assistance, 
making work pay" impr ing child support enforcement, and encouraging parental responsibility. ' 

, , 'r,t.,.~\"'t. ~e\~," \0",," ' 
Self-sufficiency...) ......J 

,Due in part to both the Administration's empha~is on welfar~reform and its policies' to strengthen· the economy" 
welfare caseloads are down by 5 percent since President Clinton took ,office in January: 1993. This represents 
'7oo~000 fewer recipient,S who rece.ive Aid to Families with Dependent C;hildren (AFDC) each month .. The 
. number of adult recipients participating in work and training activities is up dramaiical~y since the President 

. r:OOk office. In the fiscal year before the President tO,ok office (FY 1993), a monthly average of 510,000
\t. welfare recipients ,participated. i.n th.e Job Opportunities and Basic Skills Training .program (JOBS)', In the latest 

lJP year for which data is available (FY 1994); a monthly average of 600,000 recipients participated in JOBS, an 
increase of nearly 18 pe~ce~~.. , ' . ..,. . .':. .... .', , 

.. :, . , '.' .- , , • • • .• ,1,.' ," ' 

Work and Re . onsibilit Act of 1994 ~l'B...~J A-~ I.
(1.,,,, . . t...~s p.rop. . 

0,) 

flAk£' . . 
In 199\ the Clinton AdministratiopeaElJf.sweepin&t!Yslfa~ f!~{o..~!J8tll4es~ed to promote work, 
encourage parentay'esponsibility" and p'rotect children. -+\e."PIan ~CliCteEiim8"lrflti\= ftSStSfttBBI 'e'Q§lt work 
requirem~nts,Pc~dcare to h~~p people ~o:e fro~ welfare t<f't~!~:~~7~at~ tftat teen parents!.rive at home 
and stay In school as a conditIOn of recelvmg aSSIstance, and CQmp~II8P1B child support enforcement. .::ffie
GliBten Achntnisitatlon also Included these pIe~l,isiens 'iaits FY 1997' btidger. . Congress and the National 
Governors' Association have ~R6k1deEl ~y ef tRa prQvisions Presicb;nt-€linto:t:t-has eaHed :&!r}ft their ewfP 

welfare reform proposals. ,""~h. ~~~ f.,w.... ~a\~ ~\...... ,...,-0A. 

12u~c.\ .'., , ,', " l. I ~'. k (k.> ~ ., \ . . ~~f ~"\l ,
,,=Child Support Enforcement 1"0 ~.\tAIl- ,~, '/ ~~~ (M)f • 

.' IA~,....i.hifld . 2 . ~ 
J)fE~-~.~~,~s~(~~"'c su~port e ~ment...u;~,~lftg'oofej~li'eE!Ift 

&8:S-ti'!Jeooof:tieft-executive . . to .make ~ederall~>¥et~teftt.-tP-mA;;,Qe.1..... 

. 
, . 

mton Admmlstra ~~~_li:.:l'Ii1m;l1lJmcm:m::m~~~t::~j!j~ttt:!~~~:ffem, e 
ctionsby nearly 40 percent.and increased paternity establishment by over 40 percent between 
nder legislative proposals,supporteby e PreSIdent, c support collectIOns .could increase, 

by 1 Ion over the next 10 years. These measures include streamlined paternity establishment, employer' 
reporting of new hires, unifQrin interstate cbildsupport laws, computerized statewi~e collections, and tough 
new penalties such as. driVer.'s liC.ense revoeatiO,At. the..ur.ging of the President~ Congress and the NGA have.. 
included all of the Administration's provisions.fo ,child support enforcement in their welfare reform bills. 

.. . . ',' '" "".'~ ~~~kY14~(>Q: . .' 

' 

http:provisions.fo
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Draft 


Statement by Donna E. Shalala 


Secretary of H.ealth and Human Services 


I am disappointed that the Senate Finance committee has chosen to 

continue to take a "poisonpilill approach of combining meaningful 

welfare reform with a mi~guided ~ttempt to block grant Medicaid. 

The President has made it clear that he stands ready to reform 

welfare so that we reward work, and strengthen families. But he 

will not allow the Congress tO,take away the federal guarantee of 

health care coverage to 37 million vulnerable Americans including 

18 million children, six million people with disabilities, and four 

million frail senior citizens. Our nation needs welfare reform and 

a rational: reform of Medicaid. , But we don I t need legislation that 

leayes Americans more vulnerable and less prepared for the 

challenges ahead. 



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. "BiU Clititon can justifiably claim that he has indee1 ended welfare as we know it." Douglas J. Besharov, American 
Enterprise Institute, Business Week •.:May 20, 1996 

I ' 

Executive Action On May 4, 1996, President Clinton announced four measures to make responsibi,lity 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 right path, toward 
employment 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 Responsibility Act of 1994 ffi.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 anumber of provisions from the Clinton plan into their welfare reform proposals. The 

President's 1994 proposal represents lithe toughest work requirements ever attached to welfare, the first serious effort by any 
President, Democrat or Republican, to stop the disastrous generational cycle ofAmerica'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 iricrease 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 tOl,lgh sanctions. The President's welfare reform 
plan, the Work First and Personal Responsibility Act of 1996, would allow states to decide 
for themselves whether to implement drug testing for welfare recipients. 

Welfare Reform Waivers to A,How 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. 

Ohio: Approved in March 1996, this waiver requires preg~ant 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 Testing 

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 incl,ude drug testing and treatment under 
their personal responsibility contr~cts. .' 



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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ADMINISTRATION BILL WISCONSIN WORKS.PROVISION 
-'

CONFERENCE BILL , 
/ , 

YES YESGuarantees Child Care NO 

YES YESGuarantees Health Care NO 

YES YESFive Year Time Limit YES 

YES YESMinor Mother ProvisionS YES 

NO NOCuts School Lunches YES 

NONOCuts Aid to Disabled Children YES 

NONOCuts Funding for Child Welfare Programs YES 
. 



WISCONSIN WELFARE REFORM 

-The Wisconsin plan does the very thing the President 
advocated when he called r 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 Wisc'onsin, plan does two things that the President has 
always advocated and that the Dole-Gingrich welfare bill he 
vetoed iled to do: it guarantees health care and child care so 
people to work and stay off welfare. The real story here is 
the di erence 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 wel 
forever. The Wisconsin plan includes a five-year li time limit 
that was included in ~very 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 FY97 
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 
waivers 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 tha~ this proposal wasn't in the 
Republicans' 'own welfare plans this (and was not even 
offered as an amendment) -- and that enator Dole plans to 
announce it in Wisconsin, which has the most revolutionary 
welfare reform proposal in"the country but do~sn't see fit to 
include this provision. 



WISCONSIN WEUARJi REFORM DEMONSTRATIONS APPROVED BY 
'I'BE CLINTON ADMINISTRATION 

'. ' 

Wisconsw's refOlll1 plan, ·WOck Nor Wel~. • requires that most AFDC n:cipients eUber work 
or look: for jobs. The plan provides ~ manaptneDt. employment activities and work 
experience to faeilitate employment. Rea:ipt of AFDC benefits will be limited to 24 months in 
a four-year period, except uDder certain conditions, mch as ~ inability to rand employment" in 
the local area due to a lack ofappropriare jpbs. Upon e.xbaustiou of ~fits, rccipieDls become 
ineligible for 36 monthS. 

. With Q,~ptions, ch.ildIen born white I JD()tber tc:eeives AFDC \\'ill not be counted in 
dererminil1g a family', AFDC grant. 10', addition. child support 'Will be paid directly to the 
AFDC ClJ atodial pareot in cases wbere ~ fl.lDd& am collected by the state. 

I 

Wisconsil,', request was nx:eived July 14, 1993, aDd granIed Nov. l~ 1993. 

In addition. under Wl£COQ&in's AFOC Beriefrt CAP (ABC) Demonstration Prpject, no addir1DnaI 
benefits viII be provided to existinl Aid ~ Fanlilies with I>ependeItt Children cases due to the 
birth of a child, witb exceptions, although.,additional dIiIdrcn will temain eligible for Medicaid 
benefits Q1ld food stamps. All AFDC n:c.ipieuts will be ofIared family planning services and 
insuuctioll5 on paRlUiDg stiUs. 1be:~new rule goes into efftx:t feD months afte.c the 
demoILStr':trioD is implemented . 

. For tbiB waiver, WLso;maiD's applicadon:Was received on Fw. 9, 1994, and approved on June 
~lm, . , 

:.1 

TJnder W.llconsin's statewide ·Pay for PertOrmanccIl (pFP) project. AFDC appticaM" must meet 
with a flI liDCW platming resource spec~t to expJ.o:.e altematives ,to welfilIe. : FailUre to do so 
without I ood. cawe results in denial of digJ."Uity f!;:r APDC beJJefits fat aU m.cmbcIS of the 
family. ',~ ,~ 

ii-' 

Individuals wbo still want to apply for AF.nc aft.a" I1lf'diDg with the financial plaGuing resource 
specialist blUSt complete 60 houri of JOB$ acd\ities prior to approval for AFDC .. At least 30 
of the 60 hours IUUSt include contact with':,:mployeu. Not completing Ibis requirement 'Without 
good CM:.~ will result in denial of AFDC beDcfdsfor all membel:i of the family. • 

Recipier{.~ who do receive AFDC ~ required to panicipa~ in JOBS for up' tQ 40, hours per 
week. Rlor each hour of oon-participati9J1. the AJOC grant will be reduced by the Federal 
midimwJl wage. If the AFDC grant is·fully exhausted. the remaining sanction Will be taken 

.against t1e Food Stamp allotment. If~t& of part'.cipcltkua fall below as..., of us.igued·hour:a 
without f uod cause. no APDC grant wU~\be awa.nk·;t ar:&~ the'Food Samp IW10UDt will be $10. 

. , 
~ . 

Wisc:onnn's waiver was requested Aprl1)8. 1995 l'J.td approved AugUst 14. 1995. i 



WISCONSIN' 

STATISTICS RELATED TO "'ELFARE 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. 

I 

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 Enforcement: 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 minority 
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 was received on Feb. 9, 1994, and approved on 
June 241 1994. 

. 
Under Wisconsin's statewide "Pay for Performance" (PFP) project, AFDC applicants 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 August 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 decisiqn, and the one exception was approved 
wi thin 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 .10 
implement the project in more than two counties nor did HHS ever indicate that we would 
restrict the· s.cope 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 /7, 1996 



., 
.. 


made all appropriate efforts. to 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-experimental 
evaluation design that we believe will also contribute to our knowledge concerniI].g the 
application of non-experimental impact evaluation of welfare reform. 

PENDING AND ANTICIPATED WAIVER REQUESTS 

, Wisconsin has passed legislation to implement a project called Wisconsin Works (W2) that' 
would eliminate the AFDC program by January 1999. W2 would replace the ,AFDC cash 
and health care entitlements with work requirements in 'subsidized or uns,ubsidized 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 j9bs; 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 provisions would be implemented. 

HHS received Wisconsin's application on May 9, 1996. ,This waiver application is the 
state's first step in implementing W2 legislation. In the near future, we expect additional, 
larger applications. 

ADDITIONAL BACKGROUND' 

The state legislature has recently passed Governor Thompson's welfar,e 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 Democratic state legislators 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 Clinton Administration. States want to go beyond 
the waiver process to obtain easier and broader flexibility. Such 
flexibiliey should be achieved in ways that are combined with 
some national standards to assure State accountability for 
Federal dollars. There is a national interest in moving parents 
on welfare to work, breaking their cycles of dependency for eheir 
sake where they exist and clearlY that facing their children. 
That national 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 ofa 
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 banning 
of legal immigrants 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-partisanapproach. The major 
question continues to be: are the Republicans on this 
Subcommittee, int::he full Ways and Means Committee; on the floor 
of the House and in the Senate? 
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***Sti1l harsh 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 

Medicaid, if not provided through employment. 


.**dbes not assure adequate child care 
" 

where needed, 
because: 1) 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 child care in the States; 

.) 

**prohibits States from using block grant funds to 

provide even non-cash assistance to 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 


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

***Still weak on essential ingredients to help make, work 
requirements work 

The new bill: ' 

**still 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 participants to enter in 
individual responsibility contract~. 

**Weak on State accountability and responsibility 

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 D'emocratic 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 brokel1. 

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

The new bill introduced by the'Republicans moves toward the 
Democratic position in some instances: 

** a 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 o'f thousands of, low and very moderate, income families 
with very seriously handicapped 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 Republican bill 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 ap. approach is feasible. Indeed there is a mainstream 
welfare reform approach, if only the Republican,S will' let that 
approach express itself on a bi-partisan basis rather than trying 
to satisfy the extreme positions active on this.and so many other 
issues in the Republican Conference'" 

This ultra-partisan approach is reflected in the linkage of 
welfare reform with the block.granting of Medicaid. If the 
Republican's m..3.in 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 linkage 
is a clear pQison bill that ,will bring about a veto. 

" 

But the nation wants better than that, and it can be done. ' 
, . 

This means addressing these serious flaws in the Republican Bill, 
which: 

** is still harsh on kids 
** is still weak on linking welfare with work 
** fails to adequately' combine flexibility for the States 

with State accountability. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUOGET 


WASHINGTON, o.C. 20503 


May 23. 1996 

:MEMORANDUM FOR THE DIRECTOR 

FROM: Ken APfil 
SUBJECT: First Cut at New Congressional Welfare Refonn Bill 

.	The House Ways and Means Committee introduced 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 Adm.inistration should be pleased that the 
Republicans have taken a step in our direction .. Specifically the bill addressed some ofour 
concems with regards to: 

• 	 drops the 25% benefit reduction in SS! for many newly eligible 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 funding 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: 

• 	 . Immigrants The bill has not changed the vetoed welfare biil provisions to ban virtually 
all legal immigrants from SSI and Food Stamps pennanently as well as future immigrants 
from all federal programs for a five year period. 

• 	 Food Stamp~ 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. 

• 	 AFDCI\VORK While the above listed improvements are significan~ the revised bill 
retains many of the objectionable provisions from the vetoed bill. States.are still allowed 
to dramatically reduce their own,spending on wel~ programs, it eliminates voucher or 
non<aSh 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 provisiOns for the fair and 
equitable treatment ofindividuals. 

We aredrafting a more detailed analysis on the strengths and weaknesses ofthe 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. II 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 tougb 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 BreauxlChafee 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. 
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MEDICAID 

Eliminates guaranteed health care for millions of poor children. Total Medicaid 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 services from a doctor. 

Ends transitional coverage for families moving to self-sufficiency. The Republican welfare 
refonn 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 disease. 
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Proposed Changes in Welfare Reform Provisions 

Cbild Care, 

OptiOD I: Adopt Qhi1cl care proYisiOllS from Coalition plan, which {;ODSOlidate Qhild ~are 
assistance in a single program wllile mainf;sinmS the panmtee ofassistan«no all ' 
in.di"Yidusls who need child care assistance to participate in a work program or to obtain 

,md keep a job while 011 welfare and in the first year after leavmg welfare. 

Option l. Increase m&D~ry child caR fMdinS tmdcr the block gf3nt in 'the coDfe:r:ence 
agreem.ea.t by Sl.S billion over SCM:D years. The:ina'ease in fimding in each year should 
be proporticma1 to the ~k participation :rate in, the bill. 

Funding for work program 

OptioD 1: Adopt capped entitlement for w~kPrograms in the Coalition pl.au providing 
$9 billion over seven years to states to meet work requjrements.. 

Option 2! Increase funding for walfare bloc;k grant by a.:n amotmt relative to increases in 
work participation rates. . 

Persoal R~D..ubilit;y Contract 

Adopt provision i:ri. Coalition plan requiriDg all wdfare beneficiaries sip an iw:1ividual 
responsibility ~tract which requires tru:m to take ~'to tnQ'Ve,toward wodt: and act 
in a responsible mmmet' and provide sanctions for individualS who violated their co~ 

Contiagenc:y fiwd 

meIe8S0 eou.tingency fund levels to 51-4 billion over sevt:Il years for states 'With 
, , unemplDymcnt over 6.S% for three months. 

MsiateDSDCe af effort 

Require s1at~ to co.atinue to spend at least SOO/. of 1995 spending l~ls on block grdDt 
'far seven ~ instead ofthe 7S% maintenanc:e ofeffort requ.irement for five ye.i;n; ir 
the ccmference agreement. ' 

. " . : 

. : ;:: ~ ,r: " ~ :':"; '. .':. ', .. I ::..: 

.:' ... ".,." 
., ..... : 
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Performance Bonus 

Provide $1 billion 0Vf!T seven year.; for high peIfomumce states instead. ofthe reduction in 
maintenance of effgrt provisions in the conference agreement. 

Child Nutrition 

Restore ha1f of child nutrition savings by eliminating' all provisions exc;ept mems-testing 

ofchild and adult day I3'e food prognun. 


Foster Care 


Remove foster can: administrative expenses frODl block grant 


r '" ~ ['>1, ', •• ": :' .~." .•~. ".! 
-', 

.. : ;.,)~, . :.,.,:.. ' ~. 
. ,. 
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Analysis ofWelfare Reform CODferell~e Agreement 
Compared to Principles iu Coalition Alternative 

Spmm.an 

In offering a welfan:: reform altcmaliw;. The Coalition outlined three essential elements that rna<&: be 

included in a toush, meaningfglwelfare tefonn bill: 1) strong work requirements wiIh su£5~ent 

funding to allow st:atcs to meet these work requirements; 3) pfOY'isions io make work pay more than 

welfare. and 3) Rquiring personal responsibility by welfare nsciipients ..The ~n£'erenee ~ent 

falls shott of the Coalition plan on all thxee.elemen.rs. 


As 'W'8S the ~ with the welfare reform bills passed in the House and Senate, the ~ence 

agrecnent is fundamentally differ-c:nt from the Coalition plan because it bloclc grants welfare 

programs. The CQalition a1ternati.~ did not block grant welfare programs because of~neems 


about the efl"«t that abloc;k grant would have on state$ with high g:ro\Vth, economic downturnS and 

other em.crg.c:ncies. The Senate bill contained ~ provisions thai: somewhat mitigaled the 

c:ona:t"ruS that Coalition members had with the block grant approach in the House, including a 

contingency fund for high grvwth stat=s, maintenance ofeffort and higher mndiag levels fac the 

block. grant. Hc::rwever. in order to meet the budget targets the conferees were forced to eliminate or 

sC:.ale bac:k many of these provisions added by the Seriate. The block grants are funded. the lower 

House (~ which will :mab it rnuc:h more diffiCult far states to meet the goals of the bill and will 

make it much tnore difficult b states to accommOdate population yowdl a.a.d economic 

downturns. As a consequen~ most of the problems with the House bZcek grant approach remain 

largely unaddressed in the conference agreement. 


'. . , 

The confermce agreement CU1:S inc:ame sUpport proSrams by $82 billion over sevat. years (nol 
including EITC savings). nearly twice the amoUnt orsavings in the Coalition budget alremative . 

. \Vb.en the EITC savings are includ.ed.. the total savings in the confereace agreement arc Dearly three 
times ~e amoynt iD the Coalition alternative. In order to meet th~ higher savings goals, the . 
conference agremne:nt was nei able to provide ~fficient funding to meet the work requirements or 
to addn:ss the c::oncems ofbigh growth St.aZes and. made m.uch deeper cuts in food st:afi1ps and c:hild 
nutrition than the Coaliticm alternative. : 

Work Rmuiremeats .' 

The Coalition altc:m.al'ive contained a capped entitlement of$10 billion over the next seven years to 

fund. the wori:: Program. CBO determined that the Coalition pbn contained enough funding to . . 

allow stiles to meet the -work requirements. The conference egret:me:nt d~ not include a. capped 

entitiemem for wade programs~ States would be required to fund worle: programs Out oflhc ~asie 


+ block grant for welfare ~istance. StaleS are e:r::pected to provide sipificantly expanded wonc 
progrcu:n:s 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 mCrving roward the House funding levels,. the c:onfenmce 8,iI"CeJ11en:t will 
almost ce.nain1y Dot ineJude enoush flmding for the statc8 to meet the work requirements. 

. : ,', .. '. . .' 

. , '.,:,,, ;, 

http:includ.ed
http:thxee.elemen.rs
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The Senate added a $) billion contingency fund for states 'With high gCN.'th and economic, 

downmrris. Although this was an improvement over the House bill" the level offuDdiDg fen far 

shcn1 ofthe what would be necessary to allow staEes deal with ~h8l1ges in caseloBd,.. as the Coalition 

plan did. 'The conference agreement redUGed ,th~ fUndinS tee the contingency fUnd by $200 million, 

moving it further ::tWtI:J tiom the Coalition plan. . 


The Semu.e biU eontained a maintcrumce ofeffort provision thai required mazes to c:.r:mtinue to spend 

at least aQd/o ofwhat They spent in 1995 on ~lfate'for the next fiV'fll years. As with the contingency 

fund. this was an improvement over the House bill but stiUreprncnted a. significant step af4I8:Y fuml 

the Coaliticm plan. The conference agreement reduced the maintenance ofeffort to7S%. This 

represents 8 S3 billion reduc:'lion in state spending. making it evert ~ likely that the work 

requ'i'mnents will be met. 


The Senate bill in~luded a performance bonus that provided. additional funds to states the were 

succes.sfUl mplacing individuals in privale sector jobs. Unlike the Coalition p~ which contained 

a separate pool ofmoney for Stales that ~ded the; work requirementS, the Sena:te :fUr1ded the 

pedonnanc;:e bonus by Rducmg fiirtds for low performance st3tes.. The conference agreement 

eliminated the performance bonus funding and instead replECd it with a provision. rec:lueing the 

mainianancc ofeffort require:mern for high performance st8te$. 


The Coalition plan guaraftteed 'that any individual on ~ 'Who nceded. child c:are assistance in 

order to move from w-eI:&tre to work would receive assiSt3Dce anci inc;luded $4.5 billion in additional 

child care fimding in order to meet flUs gua:nm.tee and provide child ~ assisrance: to the working 

poor. Both the House ;and Senae elim.ir:lated the c;hild can: ~ fOt" individuals who need 

assistance to find private Sedor work. The Senate did provide $3 billion in additional fimds for 

child ~assistan~ but the conference agreement red.ucad me fUnding by $1 billion. This 

redut:tion in child. c3rc a.ssistmce will reduce the ability ofind%viduals on welfare to move to work. 


Making Work Pax 

The Coalition 'budget inc::luded several provisions to I!BSUl"e tha 3ft inoividual would.}e better offby 

wmkin& than by remaining on welfare. This included the fimding ter e:bUd can: assiSiance 

diSQWised above. extension, of'U'ainSitional ~edic;aid assistance for individ.uals who Iea:ve welfare, 

provicling the ~with additional fl~'bi1ity and funding to utiliz:e reforms that promcte work and 

savings among welfare bc:nd1ciari~ subjecting weltate benefits fa incOme ~s and preserving the 

earned. income tax c:Rdit for the working pOor-. the conference ~ent falls short of the 

CoaIiuon plan on all ofthese pomts. 


Although the bl'OCk gfaftt approach OSIensibly gi'Ye:i ~ flexibility to enpge in reforms, most of 

the U:mcvanans dust have beeo Rnplanented through state"Naiver$ fa promote work haw ~ 

f:Osts. The Coalition plan included. nearly S2. billion in fUndinS to provide states with me opuon to, 

implement reformS allowing welfare t~ipic:nts to accumulate aaset:s~ Vt'8.iving rules that peiWized 

welfare .recipients who aot married and otbeT reformsthaz bave been successruJ..at promoting wod:: 

and responsibnity. By reducing the money available in the block grant:. itwill be,exbamciy difficult 

for states to implemem th~ t}pes ofrd"orms. " 


., . . ~ " .. ,' 
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The Coalition plan ensured thSE the laX eade trea%ed an indmduaI who was working better than IiII'l 
individual on welfare by treating welfare benefits the same as esmect, income for 1a;::II:: purposes aDd 
.by preserving the Earned Income Tax: Credit The conference agreement cofttinues the ~erential 
treaDDenl for welfan: mcome while increasing taxes CD. the worlcing poor by reducing the BITe. 
The Coalition plan did contain p~sionsto build upon The efforts afthe Treasury Department to 
reduce fnwd in the progmm.but did not scale back eligibility for the program. The earned mcome 
~ credit reduaions that an: in the reconciliation bill (separare from the welfare agreement but 
obviously relat.c:d)~ will mean that many indmduals \Yith low-payirsgjobs would be better oftgoing 
on welfare. 

Personal Responsibilitt 

One of the cornerstones of The Coalition alternative was the requirement that all welfare benefits 
sign an individ'U81 n:spoDsibility contra.c:;t which required th~ to talce actiOD$ to move toward. work 
and act in 8. responsible manner. Individuals who violated this centrad wouJd be subject to 
sanctions, The senate added a. similar personw responsibility <;ontract tc the bill. but the ~"fenmce 
asreement dropped this. provision. 

Fundin&.lssues 

In order to achieve budget savinSs nearly twice as high as the Coalition plan, the ~nferencc 
~Bl'ltmade much d.eeper cuts in the saf'ety net than the Coalition plan did. In addition to the 
reduc:tions in basic Cash assistance in the block ,grant discussed. above" the agreement contains much 
deeper cuts il1':food stamps and chiJd nutrition 'thaD the Coalition altemative. 

The come:nmce agn:ement reduces food szamps by approximately S36 billion. more than twi~ ilie 
~ included in the Coalition budget (which cut food S13mpS much deeper' than the Coalition 
welfate substitute). 'This represent a reduetion ofapproximately one-nfth in food stamp benefits. 
The conference'agreement indudes IS cap Oft food s=np benefits that does not pro'Vide room for 
easeload growth and. would require additional reduc:tioft$ on top ofme redu<=ions in me ~ent 
'The ~ereuc:eagreement also includes provisions givin& stales the option ofconverting food 
stamps to 8 block grant with limitecl strings. 

The oonf'e.teace asreemcnt,contzIiDs S6 billion iD savings from ehild Jiutrition progr8ms by red=ing 
eligibfli1J for school JlUtriti:on programs and. ~ grving,stGtes the option ofconve.rt:ing dlild nutrition 
programs into a 'block grant. 

, , 


