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Forum: Regulatons for TANF program - 270 through 275=20

Date: Wed, 18 Feh 1998 22:01:45 GMT=20 \‘]M’ e W{/
From: Ror Hagkins <ron.haskins@mail hovse.gov>=20 M U}
Organization: Other Federal Department or Ageney State Government=20 /)JV’

February 18, 1998 Administration for Children and Families, Office of
Family Assistance. 5th Floor East, 370 L'Enfant
Promenade, SW, Washingion, DC 20447,

Dear Assistant Secretary Golden: I extend my compliments (o the Department for the
solid draft regulation on welfare reform that you made availabie to the
public last November, The propased rule is thorough, well

written, and thoughtful. 1 find myself in agresment with most of the

specific requirements set forth in the regulation. There are,

however, 4 few issues T hope you will consider before publighing the

final rule.

The broadest issue involves the assumption, which seems to underlie several of your
proposals, that states will take advantage of every opportyaity to foil the 1996 welfare
reform legisiation. T confess that many of us in Congress, based on

experience with a number of previous programs., assumed

more or jess the same thing. But [ have now somewhat changed my views.

In the first place, there is no guestion that the welfare reform movement was receiving
substantis] energy from the waiver experimems states had been conductiag since the

late 1980s. By the time we passed the welfare reform law in 1996, more

than 40 states were atready implementng their own

reforms, some of them quite original and far-reaching. Although a few

States may resist some features of the welfare reform

Faw. most states show no signs of registance —~ and indeed seem in some

respects to be abead of the federal requirements.

In addition, sigee the weifare Jaw was signed in August 1996, | have
experienced something between shock and amazement at the

progress states have made In chunging the old AFDC program and the
burealiciacics That siipported i, LiKE vou, we Bave Been” ‘
visiting prograny'sites; reading reports, talking with others who are -
conducting systematic studies of state programs, and watching -

the remarkable decline in the welfare rolls. As a veteran of effonts to

reform vartous federal and state social programs, nearly all

of which came 1o little or nothing, 1 am asrounded al the rapidity of

., change we are now witessing. ) /
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The most obvious sxample is the spectagular decline in welfare rolls.
Although newspapers and scholarly papers are full of reports about the decline, two
facts are especially notesvorthy. First, nearly every state has bad
substantial declines — 30 stares, for example, had declines of

over 20 percent between 1994 and 1957, Second, the rate of decling is.
sull increaging. The caseload decline for the 6-month

period ending in January 1995 was a Jitle over 1 percent. By July
1996, the 6-month decline was nearly 4 percent, the fastest

rate of decline in the prograr’s history. Even so, the 6-month declines
for the periods ending in January 1997 and July 1997 were

greater still -- ahont 8 percent and 12 percent respectively. I believe
we can conclude the caseload declines will continue for the

foreseeable future.

Finally, despite all the scrutiny state reforms are receiving, 1 am not aware of
evidence that states are attempting 10 undermine the major provisions of the
welfare reforiii 14w, RECE to the bortom, severe reductions in state spending.
cutting benefits, avoiding work programs. selling up separate programs ¢
to foil federal requirements -- none of these dire

predictions have come frue. In shont, states nitiated the welfare

reform mavement and, as far as anyone can ¢, they are

conminuiag their spirited efforts to reform their welfare programs. 1

take comfort from the very concrete resulls states are now

producing and believe their performance has ¢armed them more leeway
than T was willing 1o give & mere 18 } months ago.

In this regard, I now have mixed emotions about the waiver provision we piaced
in section 41 568 the Social Security Act THosE 6! UE
working on hE [EZISIALON Were greatly concerned that states wonld use
their section 1113 waivers to precmpt essential features

of the fegislation. We were pmxculariy concerned i ihat states would

limits Wmﬁeé in sz:cmné&ﬁ{a](’l}.ﬁzycn the growing evidence of
succasstul reform in most states, plus the lack of evidence

that states are using their walvers to preempt federal requirements, 1
weauld row recornmend that we let the waivers run their

course. If states do use their waivers 1o uvoid the Work requirements

6r umé linits, they will ip all likelibood experience a serious

jolt when their experiment ends and they must immediately comply with
- <~ foderal mies. In addition, they may find that such moves

will make them a magnet for recipients from surrounding states that
continue to operate aggressive reforms.

Similar suspicions about state inteations are raised by the separate programs a few stawes
are establishing and many more are comtemplating, In
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discussions with states and advocates, we have noted the consistent
concern that the draft regulation's dats reporting

requirements and restrictions on penalty reductions and corrective
complisnce are likely to discourage states from setting up

separate programs. Like those at HHS who drafted the regulations, I am
greatly concerned that by establishing separate

programs, states could avaid the data reporting, mandatory work, time
limit, and child support requirements inposed on regular

programs by federal rules. Even so, useful separate programs might be j
imagined — programs for noncitizen children or for

addicts, for example.

We understand that g pumber of individuals and

orgapizations favor combining the report of scparaie state
progx_'g&g%k the dth guarter report that s required by the

regGlation. ‘i‘h’c’@cbiem”&*izh this approach is that the regulation
requires rnpaning"df*sz’;[c‘if“c%‘éaza and the 4th quaner report is
aggregate data. The issue, of course, is whether we need

case-leve] data on SEpEFANESTALE Programs. [ have ried to conclude
that we do not because | am sympathetic with state

complaints about data reporting. On the other hand, we won't know much
about the recipients in these programs i we have ogly

aggregate data. We have been informed by the Congressional Kesearch
Service that Colorado, Hawail, and Illineis bave aiready

established separate programs and that these programs invalve 238
percent, 50 pereent, and 8 percent respectively of their ’
mainlenanse-of-effort fuads. If three states, including two large

states, have already cstablished sepasate programs, it seems

likely that more states will do so in the future. Thus. 1 cannot aved
the conclusion that we nead 10 have case level data‘in order

@mw precisely who is panticipating in these programs. Moreover, it
muy B¢ difficoli Tor either HHS or the Congress 1o

determine whether separase programs have been established to avoid
federal requirements unless we have case-leve) data.

{iven that case-level data seem necessary, perhaps you can respond 1©
the state concern about the high level of data reporting

by reducing the number of data elements that must be reported about
SEPATate PrOgrams.

One more point about separate state programs, | sympathize with

your intentian to deny penalty relief if the Department detects a

“significant patterns” of diverting familics into separate programs in order to cvade
federal rules and goals. The first point 1o make here js that you are correct 1o
threaten penalties if states use separate programs to avoid federal



P3/04/798 18:46 FAX 415 781 3426 MBRC gnah

rules. But my concern, which is widely shared, is how the
Deparumgnt will know that the state program is deliberately designed to
avoid federal rules on work, time Limits, child support,

data reporting, or other matiers? I cannot answer this question, but I
would suggest that if the Department is not confident that it

can make thiz determination with a high degree of accuracy, then we
should err on the side of allowing more state flexibility.

Once again, the achievements states have posied 5o far give me
confidence that most states will use separate programs for

constructive and appropriste purposes. If a few states try fo take
advantage of the flexibility that is the heart of the welfare

reform law, Congress and the Deparntment can work together to figure out
an effective way to stop them, In fact, the need 10

carefully monitor separate state programs is a major justfication for
requiring states (o report case level data

Here is one suggestion that might be acceptable to all sides mn this debage.
Perhaps you can develop guidelines that require full, case-level
reporting for some rypes of separate state programs and less complete,
perhaps &ven aggregate diita Tor olAer types of stale

prciga_ﬁ”i."?’or example, 1f states established @ separate program 1o
subsidize private-sector cmployment by using a wage subsidy %’
or an EIC-like mechanism, ¥ would be much less concerned aboul misuse
of thesz funds. On the other hand, if a state setup a

separate program and put most of its 3- parent caseload in the program,

I would be concernced and would want 10 know more

about both the program and the people participating in the program.

The problem of how much flexibility states should have in
implementing their programs also arises with the use of child-only .
cases. In effect, the draft regulation would disallow the

"Zonversion™ of regular cases into child-only cases if the Department
finds that the conversion was performed to avoid federal

rules. As in the case of separate state programs, the issue here is
reliable method for detecting the stalc’s true motivation in allowing
cases 1o be wreated as child-only cases? Again, 1 cannot

answer this question. | recommend that, unless the Department has a
compelling answer to this quesiion, the regulations err on

the side of atlowing more state flexibility. Once again, we cap work
wgether to discover and deal with states that try to subvert

federal rules.

A final issue I want to mention is the draft regulation
on work participation rates in 2- parent families. On its face,

_h-‘.-“-"""—-—t—..‘.
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the statutory requirement that states involve 90 percent of the 2-
parent caseload in work activities seems fzasonable. However,

we have searched the literature and bave not found any work programs
that Wg 2 90 percent

particiiEtion rate. Moreover, our discussions with state officials and
scholafe WG study welfare have Jeft us with the clear

impression thal many families in the 2-parent caseload have serious
barriers to work. I appland your proposal to sdjust the

penalty Tor fadlure to meel the 2-parent requirement so that the
penalty reflects the proportion of the entire TANF caseload in

2-parent famiiies.rbuz would support other measures meﬁﬁy the work pg
requirement for this group. One possibility would be to )
allow staies we count famll%iics 3;0% the nomber required o meet the L/ W‘D’Z””jf ¢ S
work requirement in the [-parent caseload toward fulfilling

the 2-parent requirement. Thus, for example, if a state exceeded by 100
cases the nomber of families required to meet the

I-parent work requirement in & particular year, they could count these

100 cases toward fulfilling the 2~ parent requirement.

Again, I congratulate you on a fine job on the proposed regulation. I

am confident that vou will carefully consider the many

thoughtful recommendations you are cenain to receive and make
appropriste adjustments in the draft rufe. In so doing, I hope

you will find ways 10 expand even fusther the substantial flexibility

starcs are now using to such good effect in reforming therr

welfare programs. Sincerely, E. Clay Shaw_ Jr., Chmrman, Subcommitiee
on Human Resources. Committee on Ways and

Means, U.S. House of Representatives.=20
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Tetal Number Qf Data Elements--Data Reports

| gﬁmaggxaf'ﬁ?ﬁﬁ—ﬁw fk%wvr

Type of Report ETDR mﬁﬁﬁ Pinal Rule
TANF Data Report: 5% 106 7€

s Dissggregated data on
TANF recipients
TANF Data Regort: 5 53 30
Disaggregated data on
closed cases.

TANF Data Report: ? i9 18 mH‘
Aggregated data,

f subtotal 68 178 124 .~5’27,
S8P-MOE Data Report: 28 70 _ &@
Disaggregated data on |
recipients,

| SSP-MOE Data Report: 49 27 -l 3
Disaggregated data on

‘closed cases.

BSP-MOE Data Repori: 18 13 -2
hAggregated data.
subtotal 1460 110

NOTE
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68 338 234

o Publishing the Appendices As a Part of the Rule

Comment: We received two types of comments on this issue. A

few commenters urged us to publish the specific data

. elements as a part of the fipal rule and to codify them as a

part of the Code ¢of Federal Regulations (CFR}. This

approach, they believed, would help ensure that States would

not only have early access o the reguirements buf, once
they were ¢odified, the *equzr&ments would be less subiect

to change, given the time it takes to revise Federal rules.

Other commenters urged us o publish the data elemente in

the Federal Hegister at the same time we publisghed the final

rele for the purpose of advance notice to the States of the

[

specific data reguirements, but they did not recommend that

they be a part of the final rule in the CFR,

Response: We agree with the importance of giving States

early access to the gpecific data e¢lements and nave

> vt

. published seven appendice$¢ 1nc1udzng all data elements and

Jae——— LA

R —

ingrructicons, in todev's Fe Mal Re ist v(fi;j:)wmzh the

final rule.

It was never ouy lﬁt&ﬁ»l&ﬁ, however, that these data

LI T
il e TSR Y [
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SUMMARY OF MAJOR CHANGES IN THE TANF DATA REPORT

This document is a summary of major revisicns made in the TANF
Data Repert that affected the total number of data. elements. For
each item discussed, we show the number of the <sta element as it
appears in the f£inal rule and the number of that data element asg
it appeared in the HPRM in parentheses.

CHANGES IN THE TANF DATA REPORT -~ SECTION ONE

1. [Data element 20): Amount of child care disregard

wWe eliminated this element,

2. Data elements 221;2$t22-3125 Types of Assistance
We reduced Lhe reporting burden by eliminating reporting on the

. fellowing types of assistance:

Break-outr Item #23 Educational

Break-out Item #24 Emplovment Services

Break-out Item §28 Other Supportive 8Sarvices and Special
Needs, including Rssistange with Meeting
Home Heating and Alr Conditioning Costs

Break-out Item #3080 Contributions to Individual Development
Aroounts

3. Data element #27(32-421: Reasong for and Amount of Reduction
in Asslstance

This data element was revized for clarity and specificity and re-
formatted to reduce burden. Instead of requiring States to enterx
the dollar amount of the reductios in assistance for aleven
reasons, we ask States to report the dollay amount of raductions
only fer three categories of reductlions {the same (hree
categories that are in the Emaergency TANF Data Report) and
indicate a YES/HO response for the eleven specific reasons for
reductions,

4. Data elemant #36(51-55): Recelives Disability Benefits

We clarified that data element #52 {in the NPRM; applies to
Gdisabilivy benefits received under pon~Sceial Security Aot
proegrams.  To reduce the numbgy of data elamgnts angd the
reporting burden, we re-~formattied five data elements as one data
elament with five bresk-oul iltems, We mado the same changex in

data olement item #71(84-858) for children.

5. Dhata element #40 (data elament not in the NPRMI: Needs of &
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Pregnant Homan

4o added thip as a new data element for clarity. In the NPRY,
this information was requasted under the instxacﬁxonﬁ for
.reporting on Child Characteristlics.

—] 6, Data element #41(59~ 50): " Educatiopal Level
Pe collapeed Gwo data elements ("Highest Level of Education
Attained” and *Highest Degree Attained™) into a single data
zlement ag requested by APWA and numezous States, Wo made the

-} same change in item #74({D7-98) regaxding children.

7. Data element £44(62-63): MNumber of Months Countable Toward
“! ¥eoderal Time Limit ]

We collapsed two data elemgnts into one, i.e., '"Number of Months

Countable within the State ([Tribe}" and "Number of Months

Counhtalle in other States [Tribesi®™ is now "Number of Manths

Countable Toward Federal Time Limit.”

w-f 8. Dats element §64(83-84d;; amount of Earned Income
. We moved Lhe ivem “rarnsd income Tax Credit [BiTL}" from the
Barned Income data element to the inearned Incoms data element.
We also allow States to report either for the reporting month or
for the month used to budget for the reporting month.

w- & 9, Data element #63(B5-8B): Amount of Unearned Income
We acged the 1tem "EITC” to this data element. We also allow
States to report either for the reporting month or for the month
used te budget for the reporiing month. In additioen, we reduced
the nunbey of data elements by re-~formatting five data elements
in the HPRM as Dreak-out items under #65., wWe made ths same ra~

- | formatting change in data clement E76(102-103) for child~level
dats.

- 10. Data elements #104-106 in the NPRM: Child Care
i? We deleted these Uhrea data elements ftrom Lhe final rule. Some
of this information is now required to be included in the States
annual report. See §265%.9,

o

TOTAL PLE
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Statutory Refarencﬁ&z;blﬁjf dix A o
15 648 o] amiles Rewivive
Datas Elements :
 Fiasthabiihiedi = - _ T —
1. State FIFS Code Iwmplicit in administering data
cellection syscen
2. County FIPS Code 411 (a} (1} ia) {4}
P 3. Tribhal Code Implicit in administering datsa
| colliection system
4, Reporting Month Implicit in administering datsa
collection aystem
| Srratum Implicit in administering data |

collection system

!!ramily Level Data

items 6 - 29

6. Case Numbey Implicit in adnminigtering data
collection system |

7. 217 Code Needed for geographic coding
{and rural/urban analyses} and
ig yeadily available,

8. Funding Stream 411 {a) (i} (A} {xii}: Use in
calculation of participation
rate.

g. Disposition Implicit in administering data
gollection uystem

i

10. New Applicant 431 (b}, regquires the |
Bgocretary Lo report Lo
Congress on families applying
for TANF asmistance. This
element identifies applicanis |
that are newly, approved
families receiving assistance.

11. HNumwbeyr of Family Members 411 {a) (1) (A} (iw} I

12. Type of rFamily for wWork 411 {a} (i} (A} (xii}: Use in

; Participation caleulation of participation

i . | rave.

|13. Receives Subsidized 411 (a) (1) (A} (ix)

! Houzing

I 14. Receives Medical 411 {a) (31 (A} {ix}
Agsigtance

15 . Receives Foord Stamps 411 f{a} 13} {(A) ¢ix}

Aes e Tone

o
T
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1 16. Amount of Pood Stamp 4131 (a8} {1} {A} {(ix)
Aopiatance
17. Receives Subsidized Child | 411 (a} (1} (A) (i
Care ‘
18. Amount of Subsidized 4313 {a)y 11Y {AY {ix)
Child Care

19. Amount of Child Support | 411 {a} {1) {A} {xiv}: break-
‘ ocut of ynearned income,

20, Amcunt of the Families:® 411 (b}, regquires the
Cash Hesources Secretary Lo report o
Congress on financial
sircumstances of families
receiving TANF assistance.

Aeount of Assisctance Received items 21 - 26 avre types of
and Number of Months the assistance ‘
Family Received Aassiatance by
Typa under the Btate TANF

Progrm

21, <¢Cash and Caph Equivalents {411 {(a) - {1} (A) (x} & (xiil)

22. Work Subsidies ’ 413 {a) {1} (A} {x)} & {xiii}

23, TANP Child Care 431 (al {2} A (x) & ixiii)

24, Transportation 413 {al (1) {RA; {x) & {xiii:

2%. Trangitional Services 431 fa) {3} IA) (x) & {xiii} |

26. Other 411 {a} {1} (A} (=} & (xiii}

27. Reason for and Amouni of 4131 far (1Y (&Y (=xiii)
Reduction in Assistance i

28, Waiver Evaluation 411 {a} {1y (A} {ixii}: Usme to
Experimental and Control calculate the participation
Group rate for States with an

ongoing waiver evaluation for
impact analyein purposes

28. Is the TANF Pamily Exempt | 408 {(a) (8}
Ffrom the Federal Time
Laimit

Adult Characteristios lepmg A0 - 65

™
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411 (al (1) (A} (iv) and 411 |
{b}: WNeeded to identify
persons in eligible family
recelving asgsistance and other |
individuals living in the §
houseneld.

306, Family Affiliation

31. Noncustodial Parent 411 {a) {4}: Regport on Non- i
Indicator custodial Parents reguires the §
number of non-custedial
Parents. To provide
assistance to non-pustodial
parents undex the State TANF
Program, States must include ‘
them in the family. Data
could be collected under the
element Relationship to Headw
of-Household. Element wasg
broken out te make the coding
cleaner snd easier for States
CO Yeport.

32. pate of Bivxth 433 f{ay (1) (&) {iii): Age -~
Pate of hirth gives the same
information but i8 a constant.

33. Social Securivy Number This informatvicn is alec
readily available. States use
Bocial Becurity Numbers o
carry out the reguirements of |
IEVS {see sections 4068{a) (4} |
and 1137 of the Actl. We nsed §
thig informatisn alse for 5
reseayrch on the circumstances
of children and familiss as
required in section 413{g)} of
rhe Act {(i.e., to track :
individual amembers of the TANT
family) .

34. Race/Ethnicity 411 f(a) (3} (a] (vii}

i
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35, Gender Data could be collected under
the elenment Relationship to
Head-of-Household (e.g.,
hushand, wife, daughtexr, son,
ety.}. Element was broken out
te make the c¢oding cleaner and
gasier for States toc report.
Uged the Secretary’s Report o
the Congreas.

36, Recejives Disability a1 {&} (1)} (&) {ii}) as

Renefivg reviged by P.L. 105-33
37. Marital Status 411 (a) {1} {A) f(vi)
38, Relationship ro Head-of- 411 {a; {1} (A} {iv} as=
Household reviged by B. L. 105-33
39. Parent with Minoy Child 411 {a) {1} (A) (xvii} as
in the Family reviged by P. L. 105~-33 and 41l
i ‘ {a)} {1) (&) ixii}: Needed to
; calculate the work
? participarion rate.

40. Needs of & Pregnant Woman 411 (&) {1) (A} [ivi and
421 {a) (1) (A} (xiii)

43i. PBducational Level 413 (&) (33 (A} (wvii)

42. Citizenship /Alienage 411 (&t {1} (A} {xv}: We have
updated our prioy c¢oding of
citizenship astatus to refliect
the complexity of TANF; also
409 {a) {1} !

43. Cooperation with Chilid 405 {a}l (5}

Bupport
44 . Number of Months 409 (a} (s}
Countable towsrd Federal
Time Limit
45. Number of Countable 403 {al [9}
I Months Remaining Under ’
Statety Time Limit

46. 1g Current Month Exempt 4038 (&} (9]

from the State’s Time
Limit
ﬂ&?. Employment Status 412 {aj (1) (A} {v

Fagde 14/33
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48. VWork Participation Status [411 (a) {11 (A} (xii]: Needed
to caleoulate the work
participation rate.
Adult work Particlpation Itema 49 - 62 are the work
Activitias participation activicies and
are needed to calculate the
work participation rate,
4%. VUnsubpidized Employment 433 {a) (1) (A} {xi) {XIT}
k0. Subsidized Private Sector | 411 (a} {1} (A) (xi} {II)
Employment
1. Subsidized Public Sectox 411 {a; (1) {A} ixi) (v}
mployvment
52. Work Experience 411 fal {1} (A (xi) (3w}
53, On~the-job Training 41% {a)} (1) (A} ixi} (VI)
54. Job Beaxch and Job 411 {a) {1} (A} (xi) (V)
Readiness Assistance
55. <Community Service &%) fa) {13 (A) Ixi} {(IV)
Programs
56. Vocational Educational 411 fa} (1) 1A} {xi) {(vixs
Training
i
l 57. Job Skills Training 411 (a) (1) (B) (xi} (VI)
Directly Related to
Employment
88. EBducation Directly 411 {a) {1} (A} (xi) {1}
Related to Employment for
Individuals with no High
School Diploma or
Certificare of High
School Equivalency
58. Satisfactory School 411 (a) {3¥ (A (xi)} (D)
Actendance for
individuals with no High
School Diploma oy
Certificate of High
Sehool Equivalency
60. Providing Child Care 41 {a} (1) (A} {(xi}
Services to an Individual
who ig Participating in a
Community Service FProgram

Page 11723
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Eﬁata Eliemonts dustification
p e i
€1. Addicional Work £11 {a}) {1} (A} ({xii;: Use to
Activities Permitted caleulate work participation
Under Waiver rate, when approved 1115 !
waiver permits other work §
activities,
62. Other Work Activities Related to 411 {a) {(3) (&)
: (xii) and 405 (a) {3)
€3. Reguired Hours of Work 411 ta) {1} {A} (xiii: Use =o

Under Waiver caloulate the Work
ﬂ participation rate, when
approved 111% waiver permits &
dirfferent number of hours of
work partic¢ipation Lo count ag
engaged in work

- 64. Amount of Earned Income £11 fa) {1} (A} {v)

£%. Amount of Unearned Income | 411 {a} (1) (A} {xiv) g

Child Characteristics Itema 66 « 7689

£§6, Family Affiliation 411 {a} (1} {A) {iv}) and 411 g
{b}: Needed to identify {
persong in eligible family
receiving assistance and other
individuals living in the
household,

67. Date of Birth 411 {a) {1} (A} (1ii}: Age - |

Date cf birth gives the same.
information but is a constant.

B8. Social Segurity Number This information is also
readily available. States u&e’

Soeial Security Numbavys o
carry out the requirements of
IEVE (gee pections 40%{a) {4)
and 1137 of the Act}. We need
this informaticn aiLso for

i regearch on the circumstances
of children and families as
rvequired in gection 413(g) of
the Act (i.e., to track
individual mewbers of the TaNF
fami.iyl .

68, Race/Brhnicity 433 tay (3] Ay (viid)

= ——— S A




fent Hy: OJHHS; 202 208 5802; SEN-22-83 2:08PM; Page 13723

o T, 1 LR ——

?Data Eilement Jugtification

t 70, Gender

i Data could be gollected under
i the element Relationship to

’ Head-of -Hougehold le.g.,

’ husband, wife, daughter, son,

ete.}. Element was broken out
to make the coding cleaner and
eapier for States to raport.
; Used the Secretary's Report Lo
i the Congress.
71. Receives Disability 4131 {a) (3} (AR} {ii) a=
Benefits reviged by P.L, 108-33
| 72. Relationship to Head-of~ | 411 {a) (1} {A) (iv) as
; household : reviged by P.L., 105-33
3. Parent with Minor Chilg 411 (&) (1) {A) {xvii} as
in the Family revigsed by P.L. 105~33

74. Educational Level 431 (&) (1) (A} (viii)

5 Qitizenship/Alisnage 411 {a) (1) (A} i{xvl: We have
updated our prior coding of
citizenship status to reflect
TANF: algo 409 {a} {1}

76. Amount of Unsarned Income | 421 (a) (1) {A) (xiv)




1 By DHHE;

Dats Elements

202 208 5902;

Scntutmri Reﬁgr;nce

Jan-22-89  2:109PN; Page

Table foi_hppan&ix B

v No Lonsir Bewasins
m——"L—mem.___w

Implicit in adminiatering data

1. Srate FIPS Code
collestion gystem

2. County FIPS Code 411 {b): Use to construct
comparable statistics based on
411 {a} {3} (A), for families
receiving asgigtance.

3. Tribal Code Implicit in administering data
gpllectien system

4. Repoxrting Month Implicit in administering dara
collegtion avatem

5. Stratum Isplicit in administering data

collection systen

Fanmily l.evel Data

Items & « 13

: Housing

8. Case Numbey Jdmplicit in administering data
collecrion gystem

7. 21P Code Needed for geovgraphic coding
{and rural/urban analyses) ané
is readily available.

B, Disposition Implicit in adminietering data |
collection system ‘

g, Reason for {losure 411 (a3 (1) (A] {xvi}

i0. Receives Subsidized 411 {b): Use to vonstruct

comparable statigtics based on
411 {a3} {11 (A), for families
reaceiving assistance.

Receives Medircsl
Agsistance

11,

#

£311 {b): Use o construct
comparable statistics based on
411 {a; (1) {A), for families
receiving apsistance,

12. Recgives Food Stamps

411 (k): Use to construct
comparahle statistics based on
412 {a) (1) (A), for familiesp
receiving assistance,

147123
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Data Eiements idunti£i¢ation
i L

13. Receives Subsidized Child 411 (bl: Use to gonstruch

Care corparable statigtics basged on
411 (a) {1} (A}, for families
receiving asgistancs .

 §

14. Family Affiliation HNeeded to identify persons in
State~defined famlly and other
individuals living in the
household, !

15. Date of Birth 411 {bl: Use to construct |
comparable gtatisties based on |
411 (a) {1} {a), for fawnilies

ﬁ receiving assistance,

16. Social Security Number This information is also
readily available. States use
Sorial Security Numbers to i
carry out the requiyrements of
IEVE {(mee sections 409{z) {4}
and 1137 of the Ac¢t). We need
this information also foy
research on the circumstances |
of children and families as
reguired in section 413{g} of
the Act (i.e., Lo track
individual membhers of the TANF
family) .

17. Race/Ethnicity 411 {p}: Use to construct
comparable statistics based on
411 {a) {1; {A}, for families
receiving assistance.

18. QGender Data could be gollected undsr
the element Relationship to
Head~-of~Hougehold (e.g.,
husband, wife, daughter, son, E
etc.}. Element was broken out
te make the ceding cleaner and
gasier for States to report.
Used the Secretary’'s Report to
the Congress. i

19, Receives Disabilitlty 411 {}: Use Lo construct
Benefits comparaple starvisties based on

4311 (&) (1) (&), for families

yeceiving assistance.
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Data Elemants Juntification
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20. Marital Starus 411 ik} : Use Lo construct
comparable stacistics baged on
411 f(a) {1} (A}, for families
receiving aasistance,

21. Relationship to Head-of- 411 {b}: Use to construct
Household comparakle gtatiptics based on

411 lad €1} (A), for fanmilies

receiving asmistance.

2¢. Parent with Minor Child 411 {b): Use to comngiruct
g in the Pamily comparaple statistics based on
| 411 {al {3) (A), for families
s ‘ recgiving aggistance.

‘;23. Needa of a Pregnant Woman @ 411 {b}: Use to congtruct

| comparable statistics based on
413 {(a) (1} (A}, for families
receiving asaistance.

24. Educational Level 411 {b}: Use to construst

comparable statigtics based on
412 (a) (1) taA), for families |}
receiving asgiptance.

25. Citizenship/Alienage 411 {bj: Use to constyuct
comparabls statistics kased on
411 f{a} (1) (A) and 409 (a)}
{1}, for families receiving

agsisthance.
2&. Number of Meonths 411 {b}: Use to construct
Countable toward Federal comparable eBtatistices based on
Time Limit 408 {a} (9}, for families
receiving assistance.
27. Bumher ¢f Countable 414 {b}: Use to gonstruce
Months Remaining Under comparable statistice based on

State's Time Limit 40% {a) (2}, for familiee
. receiving assistance,

2B. Employment Status 411 (b): Use to construgct
comparable statistics bamsed on
411 {(a) {1} (A), for families
receiving assistance,

2%. Amount of Earn Income 411 (b): Use Lo consiyust
comparable statistics based on
411 {a}l 1) (AR), for familiesn
receiving asgistance.

10
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Amount of Unearned Income
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411 (b):

30,
411 f{a}
receivin
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gugtification

comparable grtatistics based on

il

ge to vonstruct

(1) {A}. %oy families
asgistance.
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Lo for endix

X

Setatutory Basila

i. Btate FIPS Code Implicit in administering data
collection system
2. Tribal Code Implicit in administering data
collection system
3. Calendar Quarter Implicit in administering data
| gollection gyptem
4. Total Number of 431 (b): Use in Report to
Applications Congress.
5. Total Number of Approved 413 {a): Implicit in use of
Applicartions ‘ samples. Needed to weight
sample data report for the
newly, approved applicants
poxtion of the sample.
411 ip}: Use in Report to
Congresd.
6. Total Number of Denied 411 (b): Use in Report to
Applicavions CONYress . |
7. Total Amcunt of 411 (&} {&) as revised by P.1L. i
Agglgrance 105-33
&. Total Number of Pamilies 411 {2} (6) as yevised by P.L.
10533
407 () {3}: Uge in

calculation of caseload
reduction for adjusting the
participation vate standard

411 (&) : Implicit in use of
samples to weight State data
to national totals.

Total Number of

9. 41 {8} (€) as reviged by P.L.
Recipients 10533

18, Total nNumber of Adulr 411 f{a) {6} as revised by P.L.
Recipienty 105-33 :

11. Teual Number of Child 411 {a} {8) as revised by
Reciplencs Pl 3288-33
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22. Total Number of Two- 4.1 {al {6) as revised by P.L. |
Parent Families 105-33 ;
407 (b} {3): Use in
calculation of cageload
reduction for adjusting the
i participacion rate standard.
13, Total Numbaxy of One- 411 {al {6) as reviged by P.L.
Parent Families 108-33
14. Total Number of No-Parent 41l (a) {8} as reviged by
Families P.L. 108-33
18, Total Numbexr of Non- 413 (a) (4]
custedial Parents
Participating in Work
Arncivities
i8. Total Number «f Birthe 413 (e): Needgd to caloulate
the Annual Ranking of Btates
related to Qut-of-Wedlock
Births.
i7. Tortal MNumber of Dut.of- 413 (e): Needed to calculate
Wedlock Births the Annual Ranking of States
related to Cut-of-Wedlock
sirths.
18. Total Number of Closed 411 {a&}: Implicir in uwse of
Cages samples. Needed to weight

sample data report for
families no longer ratazvlng
apgistante, )

i3
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States were also concerned about sample sizes, sampling <iw <7
Lhandone

reguirements, and the standards for "complete and accura ﬁ”'ii
reports that we proposed to apply in relation to the o i
reporting psnalty. A very few States reported an inability

te report any data bevond basic caseleoad data and describeé

long-standing problems in develaping their information e
systems. Also, some States reparieﬁ continuing problems in
submicting standardized reports due to the autonomy of leocal

jurisdictions.

o Summary of Departmental Responsge

We continue to be committed to gathering information that is
critically important in measuring the success of the TANF
program and meeting the statutory reguirements for program

accountapility.

.We have seriocusly considsred all cémm&nts and concerns of
commenters in making c%ané&s to this rule. We appreciate
the partnership approach many commenters evidenced in
developing thely comments. It was cleaar thatlmany hours of
analysis &nd‘pclicy‘digcu$$ion went into the extensive,

detailed, and thoughtfiuvl comments we received.
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In preparing this final rule, we have worked to ensure that

our rules SUpport the creativity and commitment that §cates .
and communitlies have shown in supporting families and moving
cham to work. As a result, we héva accepted many of the
recommendations to eliminate or reduce the burden of

reporting, and we have made several substantive changes in

thié part. We have also modified or expanded & very limited

nughey of data slements.

We address the specific changes in detail in the section-by-~

section discussion below. Briefly, however, we have:

{1} Provided a phase-in period for the implementation of
the data ceollection and other regquirements: in the
interim, the Emergency TANF Data Report (ETDR) will .

remain in effsct;

{2] Retained the definition of "family" for repcorting on
the TANF and the separate State MOE programs, but made
reporting of gsome data eZemant% optional for certain
membaeys of the famii?;

{3} In secunion Qné/;f the TANF Dabta Report, reduced the
number of and modified some data elements

{disagygregated data on TANF recipients, Appendix Al
,MHM

@



{5)

(6)

(8)

In section two of the TANF Data Report, reduced the

number of data elements, clarified that only data from

the month of closure is required to be reported, and

modified the data element on reasons for case closure
to include additional break-out items {disaggregated
data on closed cases, Appendix B);

In section three of the TANF Data Report, reduced the

number of data elements {aggregated data, Appendix C);

Changed the name of the TANF-MOE, Data Report to the .
SSP-MOE Data Report to reflect the specific focus of

the data collection in this report; specified that

States must report information only on separate State

grograms that provide on:§oing payments to the family
\\_

to meet basic needs; and reduced the number of data

A gt

elements to be reported (Appendices E through G);

Dropped the provision that required disaggregated and

aggregated reporting on separate State programs as a

-

. ! v -
- ' Loy b e syl A
condition for penalty reduction; bvr ﬂ ARV R AR RV

0
A Fla—
, L { -~ \"’J:'\C‘/‘:" L. T’Qﬁ"' ey
INTIARTE i IPIN T LE VI IR L)
Clarified that States have considerable flexibility in

designing their sampling plans;

Reduced by one item and expanded by a limited number of

738
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items the informaticn reported annually that were

Y .
included in the A degd% ‘and are now in the annual .

L P o
report on the TANF and the State’s MOE program(s);

rbE T

e 2T L
et

e

(10} Eliminated the annual bfdgram and performance repor:
intended to gather additional information for the

Secretary’s report to Congress;

{11} CQlarified our policies on issues such as reporting on

non-custodial parents and penalty relief for less than
perfect ("complete and accurate™) reporting; and |

- £

(12} Consolidated the annual reporting reguirements in part

265,

CROSs~QUTTING ISEUES

Before we discuss the comments associated with specific
sections of the rsgulatory text or the Appendices, we want

to respond to several crosscutbing issues.

a. Phase«in/Transition Period

-

Comment : More than 34 States angd other commenters

39




of congern oY the basis for their objection. Also, somg did
not distinguish betweert those data to which the reporting

penalty applied and other data.

Some commenters rejected colliection of any data that would
be used for research and evaluation purposes and argued that
the increased reporting requirements were due to the
collection of information the Department thought it would be
"inveresting to knoew.® Asg an alternative, a few commenters
recommended that we develop all reporting requirements using
a wollaborative approach that would identif§ outcome
measuraes and performance indicators from which the data -

elements would then be derived,

Regarding the preposed annual program and performance .
report, many commenters stated that we had merely shifted to
States the responsibilitvty for preparing reports Lo Congress.
They suggested that we obtain data needed for these répax%s

by means of a national sample or other smechanism.

At the same time, many of fhe more detailed and analytice
comments based thelr obijections on administrative and/or
programmatic concexns., The data collsction that generated
the most concern in this area was the proposad reporting of
data on cloged cases and on participants in separate State

*

MOE programs. Commenters said that the proposals on MOE
[}

(('—»‘w
~]
.
Y

“w



reporting illustrated the disrrust that States found
throughout the NPRM and viewed it as an attempt to control .

Srate programs.

Response: We generally disagree with the comments indicating
we lack authority to impose the proposed data collection
réquiremeﬁts‘ We continue to believe that States are the
primary source cf the data rieeded for the report to
Canéreas, The ETDR collects only tgat information that éas
clearly specified in the statute. The Secretaxy was K
authorized to defiﬁ& the data elemente and ro specify the
data elements needed to determine work participation rates.
However, these definitions ang data elements required the
igsuance of regulations and, therefore, could not be
included in the ETDR. The additional data elements thar go .
beyond ﬁh& ETDR are based on cur rulemaking authoerity under

section £11i{g) (7} of the Act.

Aowever, we have re-doubled our efforts to reducse ¢
unnecessary reporting burdens on the States and have
carefully reviewed the jus&ific&tian foy, and value of, each
data element that we had proposed. Basged on that review,
and in response Lo the comments we recelved, we have
eliminated or streamlined many datz elements in.th&
Appendices published with this final rule. See the chart

below and a further description of the changes we have mads

H
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ir the gection-by-section discussion of §265.3. We believe
this reduced set of data represents a reasonable balance
between the requirements for data, our statutory authority,
and the burden placed ¢n Brates in providing this

information,

145



POLICY ISSUES IN TANF RULE

Mote: Textin | ] denotes unresolved 1ssue

Naote alse that this is to be preceded by a statement that the passback is an integrated position where all parts fit together, and we

reserve on other areas depending on HHS response on these issues; we also await the language reflecting all the clarifications we

discussed.

HHS Initial Position im Draft Final Rule

Tentative Passhack

HHS
OK

HHS
NO

I General Tone

Indicates, in certain places where changes were made from the
NPRM, that legal authority in NPRM was questionable; uses
this 1 bolster reason for change.

HHS has made changes based on new information, and retaing the

legal suthority 10 regulate in the same manner as the NPRM if

other evidence demonstrates the need 1o do so. HHS will carefully

monitor data to determinge whether future regulatory changes are
warranted based on the evidence,

11, WWaivers

A. No longer denies penalty relief and penalty reduction to
states that continue waivers inconsistent with TANF and no
longer requires states to shandon waiver program as part of
corrective compliange

Agree.

B. Expands the definition of inconsistent waiver that can be
continued under TANF 10 include the entire range of work rules
(exernptions, activities, hours, and who counts in the numerator
and denominator of the work rate) or time Hmit provisions that
existed in a state under the waiver if they have waived one or
more technical provisions related to work or time limits under
prior law.

Agree {still thinking about cxemption policy with respeet 10 time

limits].




HHS Initial Position in Draft Final Rale

Fentative Passhagk

HHS
OK

HHS
NO

JEE. Child Only

A. Deletes the provisions requiring states to report annuatly on
cases excluded from work rate and time limit calculations

Ensure that sufficient information is collected from States to frack
whether States are converting cases into child-only to avoid work
requirements; if key information was dropped from the child-only
report in the NPRM (including whether case was previousty child-
only), add back in {either as new data element(s) in the current
Feporting or a separate reportl.

B. Deletes provisions allowing the Secretary to add cases back
into a caleularon if found 1o have been exclnded to avoid
penaliies

Agree.

V. Domestic Violence

A. Allow watvers for as long as necessary, while requiring 6-
month redeterminations.

Agree.

B. Expand the reasons for a domestic vinlence waiver o avoid
tme Hmits from “inability to work™ 1o a variety of factors
related 10 the victim's condition.

Agree,

€. Allows the clock to stop when a family has a waiver {rather
than NPRM provision which allowed exemption from time
lieni if individual reached 60th month and was unable to work)

[Cppose stopping the clock. Instead expand the policy from the
NPRM to allow states to provide assistance past the 60 momth
tme limit for victims of domestic violence where it is in the best
mterest of the family not 10 leave agsistance at the 60th month.
This would include inability 1o work or 10 leave assisiance due to a
currestt DV situation, but recognize time spent under a DV waiver
earber in the past 5 years even though they may no longer be in the
DV sitoation. ]




HHS Initeal Position ip Draft Final Rule

Tentative Passback

HHS
OK

HHS
NO

IV. Separate State Programs

A. Eliminates proposed link between state decision 1o establish
SSP and eligibility for penalty relief, but maintains plan to
monitor state actions through data reporting and other
procedures,

Agree with elimination of direct link to penalty relief, but propose
an intermediate step for States where data indicates a pattern of
diversion, including evidence of mass shifts of two-parents
families into SSPs [could be disallowing & portion of the caseload
reduction credit]

B. Maintains participant-level data reporting in order to
qualify for high performance bonus and caseload reduction
credir, but not for penalty relief, with reduced mumber of duta
elements.

Agreed.

C. Limits case-level data and aggregate data reporting to SSPs
that are “welfare-like”, i.¢. which provide ongoing payments to
the family designed 1o meet basic needs of the recipients,

Agree with limited reporting but make the definition of “welfare-
like™ more like the definition of “Assistance”; have already asked
HHS to consider explicitly defining these programs based op

actual State activities from existing reports, rather than retain the

1 unclear “welfare-like” standard related 1o “basic needs”.




HHS Initial Positien in Drafe Final Rule

Tentative Passback

HHS
Ok

HHS
NO

V. Definition of Assistance

A. Continues to include in the definition of assistance spending
that provides explicit or implicit income support, including
child care, transportation, and related work supports,

Expressed policy support for excluding them, but indicates they
have no legal basis 0 do so. Continues to inchide workfare
pavmenis and some wage subsidies in assistance, but clanfies
that certain pavments o employers might be excluded {e.g.
under performance based contracts).

Disagree with HHS counsel’s position that there is no legal room
to define assistance differently. As a policy manter, narrow the
definitton to include activities traditionally associated with AFDC
that has direct and explicit (not implicit) monetary value {e.g.,
cash assistance) and exclude other services generally related to
work supports (e.g., child care, transportation) {See revised
definition from Werfel].

[Exclude IDAs as impractical.}

[Include cenain wage subsidies, which have direct and explicit
monctary value] ) ‘

[Base legal argument on fact that three primary areas where
regulatory definition of “Assistance” should apply are in the argas
addressed by this regulation {¢.g., data reporting, time limits, work
parlicipation, caseload counts, child support assignment) and not
an areas where HHS is precluded from regulating (e.g., workplace
protections, rainy day funds, disclosure} where a broader
definition can and should apply.]

7
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HHS Initial Positien in Draft Final Rule

Tentative Passback

HHS
OK

HHS
NO

B. Removes time limits on one-time short-term assistance;
clanfies that it can be used to prevent & family going on, or
returning 10, assistance; and makes general distinction that
assistance 18 1o meet ongoing or recluring needs.

Agree with removal of one time per year. Add language [1o the
regulation if legally permissible] to indicate an expestation that
recipients of diversion pavments be told that they remain eligible
and should apply for Food Stamps, Medicaid, and other
appropriate social services, w maintain strong linkages with these
programs. With a narrow definition of “assistance”, can provide
other supports during period of diversion payments,

‘{Define as: “Assistance™ excludes cash payments totaling

{3¥{4Y(6) months of assistance, where the period of TANF
ineligibility is no longer than the period for which the payment is
made.]

VI, Administrative Costs

A Explicitly includes eligibility determination within the
definition of administrative costs in the regolatory text,

[Agree ]

B, Count in the exclusion from the 15 % adnunistrative cost
cap for information technology used in monitenng and
wacking, all administrative costs directly charged 1o the use of
the technology for this purpose. Do not count indirect
adeministrative costs charged 1o the gramt.

[Count in the exclusion all costs associated with the purchase,
installation, operation, and maintenance of the information
technology; do not count general program costs like data entry.
Do not address issue of whether costs were directly charged 10 the

grant.]




HHS Initial Position in Draft Final Rule

Tentative-Vassbhack

HHS
OK

HHS
NO

VII. Bata Collection

A, HHS eliminated 30 data elements and made others optional.
None of the deleted ¢lements appears ¢ritical to understanding
program trends. HHS also reduced reporting on SSPs to collect
only information on programs that serve “basic needs”™ (e.g.,
SSP reports on cash assistance programs would be requared but
reports on child care programs would not). HHS eliminated
separate reports for child only cases and annual program
summaries, finding that similar information can be produced by
looking seross a number of other instruments and the regular
TANF reporting is sufficient to monitor trends. Conversely,
HHS has expanded somewhat the aggregate financial reports
for MOE spending to better track State use of funds.

Agree with general reductions, except as noted above and for
financial and annual reporting; for financial and annual reports,
given the reduced information (and burden) that will be reported
with a narrower definition of “assistance”, expand reporting to
inchade more on “non-assistance” services like transportation and
child care and to define “family™ for these purposes.

[Delete requirement that States report on total State expenditures
for each program claimed as MOE, so that the expenditure data
that is reported is limited to the amount claimed as MOE]

B. The new effective date for this regular reporting would be
October 1, 1999, w allow for a transition consisient with the
new fiscal vear,

Agreed.
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HHS Initial Position ix Draft Final Rale

Tentative Passhack

HHN
OK

HHS
NQ

Vi Fiseal Issnes

A. MOE Spending Test. HHS would use general reports and
audits to determine whether States maintain spending on
services for low-inceme families with children equal to 75 or
R0 percent of 1994 spending on AFDC-related programs, and
do not supplant previous spending with spending from the
TANF grant.

{HHS’ strategy is not specific enough. In light of recent reports
that raise a concern about supplanting, propose a specific sirategy
to assess State spending against MOE reguirements ]

B. Srate EITC Counting as MOE: Allow only refundable
portion of EITCs o be counted for MOEEITC

For States that design tax credits {such as EITCs) that only go to
TANF-eligible families and are tied to o TANF purpose, allow
entire credit as MOE; require that States report on the toral amount
used for MOE and be able 1o document the family-specific
amounnts as an audit requirernent.

1X. Casecload Reduction Credit

A, Biates do not have the option 1o use the two-parent or all-
parent rate in determining their credit.”

[Provide states with the flexibility to use either rate for credit
purposes)

B. De not include in the mle or the preambie the methodology
for determining the credit, including the way HHS expects
States to account for changes in eligibility.

[Provide this chart for our review and add it to the preamble and
porsibiv an appendix ]

1728199




HHS Initial Position in Draft Final Rule Ferstative Passhack HHS | HHS
OK NO

X. Recipient and Warker Protections

A. Inchide is preamble and regulation specific references (o fAgreed with DOL edits]
applicable worker protection laws

1128199




STATE TANF SUCCESS

OVERVIEW: A wide variety of evidence demonstrates that the nation's welfare system has
.dramatically changed. The message has changed. States have adopted work-first as their primary
approach for moving families from welfare to work., Wellare-to-work programs have expanded.
Employment, participation levels, and sanctions are up. Many States have implemented more
rigorous time limits. States are making extensive use of diversion programs, expanding suppaorts for
working families, and focusing more attention on the needs of the hard-te-serve, Decision-making
and program responsibilities continue to devotve,

The authors of the Implementation of the Personal Responsibility Act of 1996 [Dick WNathan and

Tom Gais] summarize this dramatic ¢hange, as follows:
The central theme of this Overview Report {8 that a lot is happening now and that there arc
surprises in the implementation of the Personal Responsibility Act,  As researchers and
participant-observers in this field for » long time, we have never seen, or expected to see, a
period of so much and such pervasive institulional change in socisl programs. ... These
changes have pocurred in large part because strong signals have been sent by governors and
state legislators that a work-based approach fo welfare reform is no fonger just one Federal
priority among many but is now g central objective within each siate. ..

While there are differences among States, counties, and communities about the extent of change, all
States have implemented work-oriented changes.

EVIDENCE OF CHANGE

1) States were suceessful in meeting the overall TANF participation rates for 1997 {and the vast
majority meets the rates without any waiver adjustments}. The natlonal average participation raic
for 1997 was 27.3 poreent and percent of welfare recipients engaged in work has tripled since 1992

In addition, several States that wére not subject lo participation requirements in FY 1997 have
reported significant participation rates to us. For example, lllinois is showing that 40% of recipienis
are empiloved, and employment rates in Cook County are now 34%. In Minnesota, 44% of the
cascload are involved in paid employment and another 22% in job search,

2} Cascloads {(number of recipients) are down 44 percent since January 1993 and based on the latest
data, every glatg s now showing g cascload decline. Caseloads 1n Florida went down 65%; in Texas,
36%; in Georgia, 48%; in Ohio, 42%; in Wyoming, 84%, and in Wisconsin, 77%. Stales with
relatively low declines - below 20% - include: Alaska (20%), Rhode Island {] 198}, Hawaii (1654,
and Mew Mexico {18%) :

3) For aduit recipients, duning the last quarter of FY 1997, employment levels mcreased by about 35
pereent. Compared to October 1996 to June 1997, when 14 percent of adull recipients were
eployed for the 39 reportimg states, in the July-September period, 18 percent were employed. The
average monthly carnings of those employed increased from about 3506 10 $5393, an increase of


http:recipier.ts

about 17 percent. :

43 Work participation was mandatory for three of every five adult recipients during the last quarter
of FY 1997, Siates reported that a tofal of 16 percent of participants werc cxempt under federal
statutory provisions: 7% were exempt from work participation because they were single custodial
parents with a child under 12 months of age, 3% were exemy because of a sanction or participation
in a Tribal Work Program, and 6% were teen parents who were required 10 participate in edueation.
Iy addition, states exem;}ted about 20 percent because of good cause due to disability or in poor
health,

3) Emplovment rates of individuals who were on welfare in the prior year increased 30% from (996
to 1997 ’

6} New evaluations show significant successes in moving recipients to work .

* [LA’s evaluation showed a 33% increase in employment levels and a 46% increase in
earnings {among participants, compared to a control group) after 6 months in the program.
This program served a population that was largely minority.

. Portland’s program achieved a 17% decline in welfare and 35% gain in earnings, with
positive owgomes for both fob-ready and harder-to-serve participants. It also showed gains
in job qualizy {Le., a 13-percentage point increase in full-time jobs and 1G-percentage poini
ingrease m health henefits).

* Minnesota’s MEIP program showed g 40% increase in ﬁmpiovment and a 17% decrease (n
poverty among single parents who were long-term recipients living in an urban snvironment,
’ Florida’s Family Transition Program increased employment by 7.5% and increased average

earnings 13.7%, over its first two years.

7} State claims of waiver inconsistency did not substantially affect the States' ability to meet the all

family participation rates, though waivers made more of a difference for the two-parent rates. While <
a total of 13 states claimed a waiver inconsistency for the all fiumily rate, 11 met the rate without the X+ .
waiver (CT, IN, MA, MO, NH, OR, 8C, 8D, TN, UT, VA). Of the 12 states claiming waiver
mnconsistencies for the two-parent rate, 4 met the rate without the waiver (CT, MO, NH, 8C), 6 met

the rate with the waiver (IN, MA, MT, OR, TN, and UT), and 2 ?‘ailed even with the waiver {TX,

VA),

#44% &k"‘%’“\&z o e
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8) There is littde evidence that States are setling up separate State programs for the purpose of
avoiding work requirements ot diverting the Federal child support collections.

. Ouly two States that were subject to participation rates for the last quarter of FY%7 avoided
them by setting up separate State programs—Florida and Marvland, Both have strong work
policics for twa-parent families. Also, Florida met the old JOBS UP rates {which indicates
an excellznt history of moving 2-parent families into work). Maryland’s UP rate for JOBS
was 38 5% (against the 50% standard in effect under JOBS). Georgia avoided the two-parent - ¥
requirements by funding its two-parent cases entirely with State monies. South Dakota did




not have any 2-parent cases {outside Tribal Work programs) during the quarter.

. OCSE 15 reporting no evidence that States have developed or are planning State-gnly child
support programs that would divert the Federal share of collectons. 1t reached this
conclusion based on; (a) this year’s audits of programs by the OCSE auditors; (b} the Lewin
Group study, which surveyed 1V-D directors and State budget stall; @ {c) internal analysis
of collections information. '

9} In the fourth gquarter of FY 1997, about 23 percent of TANF families had no adult recipients. The
number and percemtage of child-only cases have been steadily nising since 1988, but the rate of
increase slowed slightly between FY 1996 and Qctober-June 1997, Thus, our data suggest that the
growth in child-only cases may be slowing. Also, they provide no evidence of a shift in Stale
policies or practice with respect to child-only cases. Cemb g Prdbumdoion shady

10} States have nat shifted significant shares of their TANT caseloads into separaie State programs |
{SSP's). According to the third-quarter FYSR fiscal reports, 88P°s represent fess than 3 percent of
State MOE expenditures and are reported by only 14 States. They represent more than 20% of the
expenditures only in Colorado, Hawaii, Maine, and West Virginia.
S I A ~

. Cohrte iy Gafea fndt
11) We expect that nearly all States will participate in the High Performance Bonus and thus will
compete for awards bascd on job placements and recipients’ success in work.
12) In FY 97, States made significant investments in child care services, serving an average of 123
million children a month (up 25 percent aver 1996). All States made their MOE and matching
requirements for child care, and States spent 99% of the Federal funds. The total Federal and State
dollars spent increased 353% between 1996 and 1997, rising 1o $4.2 billion ity 1997, Yol for coows

133 Most Siates are moving forward on implementing the Family Violence Option or developing
other speciatized sirategics 10 serve viotimis of domestic violence. Early indications are that States
are taking a cautious approach in screening and granting waivers, We have limited data that suggest
it the number of victims ideniified and the number of waivers granted is very modest to date.

14} There have been substantial decreases in sexual activity among high school students (11%
between 1991 and 1997) and in (cen bivths (12 percent between 1991 and 1996),

X



HIGHLIGHTS OF WORK EFFORTS INKEY STATES

California:  On January 1, embarked on CalWORKS, which ¢reates a strong framoewerk for
implementation of work requirements throughout the State (Including job acceptance requirements,
up-front job scarch, and county performance expectations).  The State has also instiluted generous -
earfings disregards and achieved significant caseload reductions. The LA evaluation showed large
carnings and employment gains for o highly urban, largely mineority population {i.¢., 33% and 46%,
respectively). State shows high participation in unsubsidized employment.

District of Columbia: Recently took major step forward in moving its welfare-to-work agenda;
effective December |, entered performance-based contracts with third-party providers to provide
wel fure-to-work services for recipients,

Florida: WAGES program has shown very strong resulis along a variety of indicators, including
casetoad reductions, employment enirics, and reductions in time on assistance. Claims best results
of the big-cight States. Also, FTP evaluation shows significant gains in employment and earnings.

Hawsail; Working in most difficult economic environment, has federalized assistance for two-parent
families, instituted stronger work requirements {32 hours for all families), and adopted a full-family
sanction {to be effective 7/59),

Illinets: Has instinuted strong requirements, especially for those with children over 13, and strong
financial incentives for those finding employment. Impressive rocord of job retention, case closures
due to employment (for both State and Cook County), and enaployment rates (Tor both Staie and
Cook County).

Minncsota: High employment levels (30%); strong support for working families; 40% gains in
employment and camings and 17% reduction in poverty in demonstration for single-parent, urban
participanis

New Mexico: Had achieved significant caseload reduction (27%), but progress has been slowed by
intgrnal political and legal disputes,

New York: Has achieved a significant caseload reduction {25%) and provides strong support for
working families through disregard policies.

Ohio: Has achicved a significant caseload reduction (26%), implemented strong sanction policies
and strong work supports (including significant, tme-limited carnings disregards}, and an employer
tax credit to expand job opportunities. Participution and work levels are high stalewide and in
Cuyahoga.

Pennsylvanda: Has achieved sigmificant caseload reduction (37% decreasg in recipients since 8/906)
and implemented a vary tough appeoach to 2d-month work requirement.  State rules are raising



concerns that State policies are too ough, especially in Philadelphia,

Rhode Island: Has only recently come under duta collection ahd work penalty provisions. Work
focus evident in requirement for participation within 45 days, progressive sanction policy, and
enhanced digregards.

Toxas: Began to {ocus more intensively on work about one vear ago, oo ate to be evident in-
participation rates. State data show significant sanction aciivity. Evaluation shows high level of

employment among individuals diverted from the rolis or feaving welfare for work and off of TANF .
for 6 months (as well as some evidence of good job quality).

Vermont: Has achieved significant caseload reduction (32%). Supports work through saraings
disregards and job acceptance requircments.

Washington: Has achieved significant caseload reduction (27%6). Supports work through enhanced
disregards and progressive sanctions. 37 percent of the TANF caseload ia King County employed.

West Virginia: Has experienced very significant caseload reduction (58% between 8/96 and 6/98}.
WYV Works expanded from 9 counties to statewide in January 1998, Govemneor 13 leading effort (o
create jobs (9,696 as of November 1998},
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November 5, 1868 Lcsﬁ‘w

Mr. Bruce Reed

Assistant to the President for Domestic Policy
White House, 1800 Pennsylvania Avenue, N'W,
Washington, D.C. 20800

Biear Mr. Reed:

I am wriling in regards 1o the proposed Temporary Assistance for Needy Families (TANF)
program regulations submitted to you by the Administration for Children and Families (ACF).

in February 1988, Wisconsin, along with other states, submitted comments to the ACF, federat
Cepartment of Mealth and Human Services, regarding their proposal. One of our major
concerns was that flexibility given to states by the snactment of welfare biock grants would be
negatively impacted by these proposed reguiations.,

| understand the ACF recently subrmitted its version of the proposed final TANF regulations to
the White House and the Office for Management and Budget (OMB) for approval. | appreciate
that the ACF responded to'some of the expressed concerns by makmg changes in the
proposed reguiations. However, | have been informed that many of the areas of concerns
neted by Wisconsin and other stales have nol been addressed.

Specifically, | am concesned the definition of assistance has not been modified. Under the
proposed regulations, ransportation subsidies (such as & monthly bus pass) and TANF-funded
child care would count against the 80-month lifetime efigibility fimit. Wisconsin, as you know,
has been very succassiul in maving families from welfare to work., Support services such as
transportation and child care are critical to helping these families remain employed. Excluding
child care assistance transportation subsidies, or benefits for working families that are not
directed at their basic needs, from the definition of assisiance, would aliow stales more
flexibility in serving low-income families. - This will allow Wisconsin and other staies to effectively
help individuals reach and maintain self-sufficiency.

tn addition, data collection raquirements under the proposed regulations impose a significant
worktoad on states. The proposed federal reporting requirements are more than double those
required under the Emergency TANF Data Repori and 9o far beyond the statutory mandates.
To meet these dala collection requirements, considerable resources will be directed toward
deali ing with systems issues rather than direct services whlch halp move families to sefi-

suff“ <: iency. . o .

Iy general ACF s proposed regulatlons Srgmf cantiy |il"¥'|it szates fi&x:bt ity gfanted under the
Personal ResponStbiltty and Work Qppontunity Reconciliali on Act of 1896 (?RWCR&)
Modification of these propesad reguiations to reflect states’ concerns will restore the spi{zt c}f ’
state and federal partnarship in welfare reform initiated with the enactment of PRWORA

R 115 East, State Capitol, PO, Box 7863, Madison, Wisconsin 33707 « (608) 266.1212 o FAX {808} 2678883

A
TOMMY G. THOMPSON v v l(ﬂ,\f}*
‘Governor C(_‘.z %
State of Wisconsin Y{«f"‘r




November 5, 1998
Page Two

I Hook forward to working with you to ensure states’ flexibility is maintained in the proposed
TANF regulations. Thank you for your consideration.

cc: Secretary Linda Stewart
Department of Workforce Development
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Tuly 30, 1598
Mr. Bruce Reed
Advisor to the Pregident for
Domegtic Policy

The White House

1600 Peansylvania Avenue, MW, . ,

Washington, D.C. 20500 -

Dear Brace:

The AFL-CIO and the Clinton Admirdstration share a keen interest in the fair treatment
of individuals who are required to work as a condition of receiving Temporary Assistance for
Needy Families (TANF). The Admimstration has frequently stated its view, which we strongly
share, that such individuals should be afforded the same status and protections as other workers,
and should not be subjected 10 second-class status or inferior weatment.

We mzderstazad that for several months, the Treaswry Department aud Internal Revernus
Service have been working on a draft regulation to address the tex treatiment of TANF payments
for TANF recipients engaged in work ectivities, We believe that Treasury’s proposed approach
would relieve states and TANF recipients of all tax Hability (income tax, FUTA, and FICA) for
TANF payments under the JRS's “peneral weliare doctrine.” That dootrine has typically been
applied in circumstances where individuals receive benefit payments and receive training but do
0ot perform services in exchange jor their benefits. We are greatly concerned that applving the
doctrine to TANF payments in cwcumstances where individuals are clearly performing services
sends the message that these individuals ave not “real workers,” and jeopardizes their status as
employees under Jabor and smployment laws. Given its prior pronouncements on the -

importance of employment protections for workfare participants, 1 am confident that the
&dxmmsmzm shams this congem,

H

We have cxms:smﬂy taken the view, and have conveved g detailed anslysis suppomng
ouy view, that 40 approach wiilizing existing “work relief” exemptions n the goversding stafutes is
superior o the approach under canstdezamm by Treasury, because the “work refief” gpproach

B
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Mr. Bruce Reed
July 30, 1998 .
Page Two :

both meets the policy objectives of the Administration and the states without expanding TRS
precedent and endangering employee status and related protections for TANF workers,

Earlier this week, we leamed that Treasury had decided to proceed with its orighnal
“seneral welfare” approach, albeit with the addivion of language aimed at making ciear that the
ruling in no way was intended to have any effect on labor and erployment laws. To the extent
lapguage has been added to address concerns regarding potential adverse implications of the
Treasury riling, we appreciate those efforts. At the same time, we do not believe this cures the
problern, because by issuing a directive applying the “general welfare doctring” to TANF
payments where recipients are clearly sngaged in services, Treasury’s approach stil) sends the
message that TANF recipients engaged in work activities are not like other workers, We believe
such an approach wonld also sonstitate a significant expansion of the gencral weifare doctrine
from current precedent.

We are greatly disappointed that the Administration appears to have decided to proceed
down this path when a superior and fess hannful approach is available 1o it, and we ask that the
Administeation reconsider its decision. If the Adminisiration ingists on following the “general
welfare doctrine” conrse, it must ensure that it correctly applies, and does not expand, the
doctrine. ‘We ask thet the Administration not publish any potice until we have an opportunity 1o
discuss this matter.

Thank yon for your consideration. o

> Assistant to the dept for Government Affairs
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OFFICE OF THE GOVERNOR
Fan DX IO
BOISF 837 20-CO34

PRILIP E. BATT
SOVYERNGR . (H0E: 384.27100

March 26, 1998

_The Hoporable Bill Clinton

President of the United States of America
White House

Washington, D.C.

Dear President Clinton: -

Thank you for the letter megarding transportation, housing and child-care as they

relate ro Idaho's participants in the TANF program. From the beginning of Weltare

___Reform in [daho, T have been supportive of a plan to uase TANF mpnies to eXpand a0eEss
to transportation and affordable housing for TANF participants. We believe e
continued availability and use of a wide range of supportive service options will help us
move cash assistance participants and their families toward self-reliance. To that end, we
have dedicated much of our TANF funding to assure supportive services are available to
our participans,

Because Idaho is primarily a rural, agricultura) state with fow large cities and
limited transportation, we have found it necessary to be as flexible as possible in meeting
nceds on an individual, local basis, Because of Ihisd’m appreciate your

gontinued work with Idaho’s Cangessxouﬂ delegation to sponsor innovative aptions that
allow states maximuny Tiexibility i scmr;g aur mc;s: vzzi:zmblu families as they move
_toward sclforcliance. . g \ ~

Yery wuly yours,

@A‘Q‘S; /’Bzam———

Philip E. Batt
-overmar

PEB:pmed

W 30 598
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THE WHITE HOUSE
WASHINGTON

Februazry 17, 1988

The Honoralxle Frank O Bannon
Governor of Indiana
Indianapclisg, Indiana 46204

Dear Frank:

When I delivered my 1998 State of the Union apeech to Congress,
I was joined by Elaine Kinslow from Indianapolis, one of the many
individual heroes of the welfare revolution. After 13 years on and
off welfare, Blaine now works as a transportation dispatcher with s
van company. This job is not only helping Elaine creats & bhetter life
for her family, but it’s also helping other welfare recipients travel
to and from work., Her company takes patients to doctors appointments
and provides rides to former welfare recipients who cannot resch their
jobs by public transportation.

Throughout our country -- in xrural, urban, and suburban areas --
there is a critical need for transportation to move people physically
from welfare to work. As you know, few welfare recipients own cars.
In many areas, either thers is no mass traneit or the transportation
available does not provide adequate links teo jdobs within a reasonable
commute time. In addition, many entry~level jobs require work during
evenings oxr weekends, when transportation services are limited.

To support innovative efforts such ap the one in Indianapolis,
I have proposed a $100-million-a-year welfare-to-work transportation
plan as part of my ISTEA reauthorization bill, FPunds cculd be used
for both capital and operating expenses, and local transportation
and human service systems would be strongly encouraged to collaborate.
This competitive grant program will assist states and localities in
developing flexible transpeortation alternatives o help welfare
recipients and other low-income workers gel Lo where the obs are.
This plan, 1if enacted, and the 56,000 new welfare-to-work housing
wouchers I‘'ve proposed will help welfare recipients move closer Lo
new jobs or obtain stable housing.



2

Because of the tremendous nsed for transportation services, T
urge you Lo uge existing funds for this purpose wherever possible,
Both the Temporary Assistance for Needy Families {TANF} block grant
established in the 19%6 welfare reform law and the Welfare-to-Work
grants created by the Balanced Budgel Act of 1397 offer considerable
flexibility to provide certain transportation services. For example,
TANF funds can be used for families esligible for TANF, and Welfare-
ro-work funds can be used for a subset of the welfave population,
those long-term recipients with specific employment barriers. To
encourage each state and community to take {ull advantage of current
funds, the Secretaries of HHSE, Labor, and Transportation will provide
you with written guidance by early April.

Together, we’ve helped reduce the welfare rolls by 4.3 nmillion
people over the last five ysars -- by 2.4 million in the new welfare
law’'s first 13 months. I urge each of you to take the savings from
these lower caseloads and use them {& help even more people move
from welfare to work by investing in transportation, child care, and
other critically needed gervices., I look forward Lo our continued
partnership in this arvea.

Sincerely,

(Y
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UNITED STATES DEPARTMENT OF EDUCATION
THE DEPUTY SECRETARY

NURES -~

Mr. Bruce Reed
Assistant to the President

for Domestic Policy
Office of Policy Development
Executive Office of the President
1600 Pennsylvania Ave. N W,
2nd Floor, West Wing

‘wWashington, D.C. 20860

Deay Byuge:

I am writing to convey the Department’s views regarding one issue
under the House and Senate verysions of the reconciliation bill
that ralses important considerations £or education. The isgue
concerns a provision in the welfare legislation which provides a
cap on -the number of TANF recipients *[participating] in
vocational educational training” who “may be determined to be
engaged in work" for purpose of meeting a State's mandatory work
participation regquirementa. (Section 407(¢) (2) (D) of the Social
Security Act, ae amended last year by the Personal Responsibility
and Weork Qpportunity Reconcilation Act of 1896, P.L. 104-183)

Under current section 407, as gensrally understood by the States
and by our Deparvtment, 20 per cent of a State's wslfare casgeload
{including teen parents who may remain in high school or complete
their GED} may bs counted for work participation purposes by
virtue ¢of participatrion in vorational edusaticnal trainin

The House reconciliarion bill {(H.R, 2618 contains two revised
vergions of this provision. One vargion, sa¢. 2003, emanating
from the Ways and Means Commities, would reduce the cap to 30
percent of the number of TANF recipients *who are Lreated as
engaged in work for a month,® but would remove teen parents from
nhe computation. The other, ssc. 5002 from the Committes on
Bduzation and the Workforce, would limit the cap to 20 per cent )
of those "treated ag engaged in work for a month,! including teen
parents. The Senate version, section 5%05(k) of 8. 347, as passed
by the Senate on June 25, would clarify that the cap is 20 per
cent of *individuals in all families and 2.parent families," or
the entixe caseload, the same language as lg in the current TANF
statute, and would remove the teen parents f£rom the calculation.

£00 [NDEPENDENCE AVE., 3. W, WASHINGTON. DA, 202020550

Cur misgien 8 10 ansere dgual aooess 19 edyurasion and i promuse educalianal excefience throughout the Notion
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Page 2 -- Mr. Bruce Reed

In geveral letters to the relevant committess, the Administration
oppesed any changes in the ¢ap as not within the scope of the .
Budgel Agreement and recommended that the current law limitation
{20 per cent of ¢aseload, including teen parents) be retained.
Howgver, both Houses, by their different actions on the
provieion, have indicated an intent to change cuxrent law. For
the reasons gtated below, w2 believe that the Administration
should now express a preference for tha Senate version.

1. The Senate version is clogest to the Administyation position
ine changes in current law) except that it ramoves teen parents.
in removing teen parents from the computation, the Senate bill
simply and properly avelds diiferences in trsatment among States
bazed on their significant variations in teen parent counts, thus
putting States on a more egual footing in serving their adult
TANF populations who need vecational educational training to be
placed in a job that wl‘l permanantly remove them from the
walfare rolls.

2. The Senatve varsion gives greater flexibility to the States in
responding o these needs without jeopardizing receipt of TANF
funds. Both House versions reduce the flexibility of States in
responding to the educaticnal needs of their adult TANF
recipients as compared with current law. The option ©f how to use
this flexibility lies with the States. The Hational Governors!?
hsso¢lation wrote the House Committee on Wayvs and Means on June
5, regavding an earliex version of its proposal: "The proposed
new cap would -place states at risk of financial penalties and
greatly limit the state flexibility and discreticn that we
bhelieve is essential Lo grate implementation ©f the TANF
program. "

3. The Senate varsion retains the overall emphasis of the TANF
ratuyte on placement in work rather tLhan vecational education.
Ne change is mzde in the work reguirements applicable to
individuals. FHowaver, data indicates that acguisition of
targeted, sustained vocational rtrainiang provides a walfare
recipient with a greater opportunity fo find and hold .a job
providing a wage sufficient o support a family. A healthy mix of
education angd training has contributed to the success of welfare~
ta-work programg. Education, along with work expaerience, ls
«learly important toc further the careers and financial well-besing
of TANF recipients. Hased on a survey of a number of models of
welfare-to~work programs, including the successful Riverside,
California GAIN program, a yeceant study ccralad“d that the most
sucoegsful programs wsre those that involved a “wixed® approach,
including strong education and zraqung &ampon&nts as well as
3ob searcb See Dan Bloom, Halfarye-io-Work icae and Chal
e £ me, ab 40-50 (MDRED,1%97).
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We believe that the Administration should state a c¢lear
praference for the Senate version s closer to current law and
the Budget Agreement, and as more likely to enhance State
flexibility and foster links between education and work in

the interest of woving recipients from weliare to work. _An
identical leter has been gent to Director Raines.

Sincerely,

/A
Marshall &. Smith
CActing Depuby Secretary
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THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON, D8, 1024t

MAY 16 1997

SUBIECT:  Siate Use of “Excess” TANF Funds

Recent news stories have asserted that states have “excess” or “surplus™ funds available to them
under the new Temporary Assistance for Needy Families (TANY) block grant created by the
welfare reform legislation. In fact, many states are receiving more federa] funds in Fiscal Year
(FY) 1997 under TANF than they received in the previous year under the predecessor programs
{Aid to Families with Dependent Children (AFDC), Emergency Assistance (EA), and the Job
Opportenities and Basic Skills (JOBS) Training program), largely due 0 sefting the funding at
historically high levels followed by dramatic caselood decreases. However, these extra funds are
distributed very unevenly across states and may be only a first- and possibly second-year
phenomenon. Given our commitment 1o moving wellare familics to self-sufficiency, we must
take advantage of every opportunity o urge Congress and the states to view thesc resources not
as a “surplus,” but rather as essential for making cnitical early investments to enable welfare
families 1o wransition to work.

We all must use every available sccasion to strongly encourage states (o invest these federal
resources (along with state Maintenance of Effort resources) to support the welfake-to-work goals
of the legistation, Based on what we know so far about the costs of reaching and serving the
most disadvantaged welfare {amilies, we need to ensure that states and cities receive the
additional welfare-o-work resources provided in the new budget agreement, and states nced to
mnvest wisely o prepare all welfare families for selfosufficiency within the time Hmits in the
siatute.

The purpose of this memorandum is to;

. explain what we know now about the level of resources available {o states for investment
in welfare reform ender TANF;

. describe what we know at this interim point in state legisiative sessions about the choices
that state legislatures are currently making about the use of these resources, and provide
some examples both of promising state choices that seem likely to attain the goals of the
Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA), and of
less promising choices that sould undercut those goals;

‘ argue that achieving the goals of weliare reform, cspecially i high unemployment arcas
ke inner cities and rural areas, requires both the additiona] welfare-to-work resources
and tools provided in the new budget agreement grd that states invest wisely the federal
and state resources available to them; and

b . g S RS T
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Page 2 - The President
» highlight what you can emphasize in your speeches and meetings about this issue,
Resonrees Available to States

Since fapuary 1993, the number of welfare recipients has dropped in nearly all states. However,
the reductions have not been uniform, and the financial impact varies across states. Table |
shows that all but four states have a smaller number of welfare recipients now than they did in
January 1993, with 36 states experiencing at least 20 percent reductions. The welfare reform law
provides fixed federal funding at historically high levels for child care, work programs, and other
assistance; for Y 1997 TANF funding exceeds FY 1996 funding for AFDC and related
programs by about 10 percent, or $1.5 billion. While the great majority of siates are receiving
maore money under TANF than their combined federal funding for AFDC, EA, and JOBS in FY
1996, as Table 2 shows, 24 states are receiving only a modest increase, and seven states are
actually receiving less federal funding. -

States experiencing sizeable reductions in welfare caseloads and funding increases under TANE
that have already made substantial investments in work and child care are in an cspecially good
position 0 continue the historic transformation from welfare programs to job programs. On the
other hand, states that have experienced smaller caseload reductions, have low benefit levels, or
have unmet needs for supportive services face a remendous chellenge.

Child care is one of the most important services that families need in order to work., As TANF's
work requirements (both participation rates and hours) increase, states must make more child
care services available. Investments are also needed to provide child care for the working poor in
order to enabie those parenis to sustain their employment and 1o ensure continuity of care for the
children whose parents are making the transition from welfare to work., The PRWORA provides
separate and enhanced funding to states for child care that allows them to pay for child care in
any of a variety of ways: out of the Child Care Development Fund (CCDF}, by transferring {up
to 30 percent) TANF funds into the CCDF, or by paying for child care services direetly out of
TANF. States can alsa use their own state money on child care. Despite the child care funding
increases, resources still may not be sufficient to meel the needs of both transitioning and low-
income working parents. We will advise vou as we get closer to the next budget cycle about the
unimet child care needs and our deep concerns about quality standards.

There also are other important areas in which states must maintain or enhance their investment o
help recipients move from welfare to work. One critical area is job creation and partnerships
with the private sector, including subsidized workiare positions. In addition, it is generally
accepted that afier the most employable recipients bave made the transition from welfare 1o
work, the remaining adult participants will have more bariers to self-sufficiency and will reguire
more intensive services, These supportive services run the gamut from expuanded job readiness
and job scarch programs, public sector jobs, literacy programs, and intensive case management
services, to drug testing and treatment, services to address domestic violence, accommodating
populations with special needs such as memal and physical disabilities, and rural trangportaticn.

JEE—
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States are required to maintain only 80 percent (or 75 percent if the siate meets its mandatory
work participation requirements) of historic expenditures. Because the law permits states to
disinvest up to 25 percent of their prior expenditures on needy families with children, there is
some risk that some or all of these “surpius” funds will simply be used 1o substitute for state
dollars, thereby effectively reverting o stale treasuries. The initial choices that states make in
spending their TANF funds and in providing child care and other supportive services to families
are critical to their success in moving families from welfare to work and to the overall success of
welfare reform.

What We Know

It is still too early for the Department to have a full picture of how states will decide 10 use these
“surplus” funds. Many states have not yet made the funding and program design decisions that
will shape therr TANF programs, but from what we can tell now most changes are Tneremenial.
Many states appear Lo be basing their TANF programs on their welfare reform waiver
demonstrations or the AFDC program, withoul making significant program design changes at
this point. Therefore, from a budget perspective, most states are assuming that they will have to
spend a certain amount of TANF money on cash assistance and existing job teaiming programs, i
should be noted that fow state fegislatures have compieted their sessions for this year, so the
information we do have on allocation of funds comes from several different stages in the
decision-making process and may represent only preliminary steps in that process. Reports from
the Department’s Regional Offices and other sources have given us some information about what
somé states are proposing to do with "excess” TANF funding. Enclosure A includes a fuller
discussion of the carly information we have on state decisions and the oritical investments they
are making to spend “excess” TANF funds.

Welfare-to-Work Programs and Child Care: 1t 1s widely acknowledged that helping recipients
move from welfare to work often requires up-front investments in training and supportive
services, {Enclosure B provides some information on the costs assaciated with operating work
programs and providing child care services. 1t should also be noted that the Congressional
Budget Office (CRO) estimated that the state costs of meeting the PRWORA work requirements
were underfunded in the TANFE block grant. Ifthe CBO were to re-estimate the costs of the work
program, it is likely that the shortfall would be considerabiy smaller, given the larger-than-
expected caseload decreases.) Many states are assuming that, as time goes on, the remaining
adult participants will have more barriers to self-sufficiency than those who have already made
the transition from welfare o work, and that such recipients will require more intensive services.
As a result, states are also considering spending more money on drug testing and treatnent,
intensive case management services, rural transportation, job preparation, job training, and public
sector jobs. Many stales are also considering putiing more money into child care services,
although it is not yet clear if this represents simaply the increased CCDF allocations staics
received under the PRWORA, plans 1o spend state “maintenance of effort™ (MOE) dollars on
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chzié care, or s%nf%s éfTANI wcifaz‘e ﬁmds for 3éémonal child care funding. mmm
. ales (o use o 8 18 AN} 3 10 supplement rather lant

Other TANF Purposes: Siates are also looking at the broad flexibility they have under the TANF
block grant and are considering other types of programs, including juvenile justice and other
services formerly funded under the Emergency Assistance program, housing and nutnition
programs, tcen pregnancy prevention initiatives, energy assistance, family planning, fatherhood
conferences, and {ransfers to the Title XX social services block grant 1o offsct previous federal
reductions.

Rainy Day Funds: Notwithstanding the availability of the contingency fund, state allocations are
fixed regardless of the state of the economy or caselond trends. Therefore, 3 number of states are
counsidering building a reserve in the event of a recession, since there is no requirement that slates
spend their full federal allocations in the fiscal year in which they become available.

Services ta Immigrants: Under the welfare law, qualified aliens are banned from receiving Food
Stamps and SS8I benefits, and qualified sliens who arrived in the United States after August 22,
1996 are banned from receiving assistance from federal TANF funds for 4 period of five years,
A number of states have mdicated that they expect to continue benefits for such aliens
nonetheless, using state funds. States also have the option of continuing TANF benefits for
immigrants who arrived before the bill's enactment. Only Alabama, South Carolina and
Wyoming have indicated that they will pot be continuing benefits for these aliens.

Chaices that Undercut the Goals of PRWORA: Not all states, however, intend to reinvest their
savings in welfare-related services or assistance for immigrants. In addition to anthorizing
federal TANF funding, the welfare reform law requires states to maintain a certain fevel of
historic effort (MOE) in order to access the TANF block grant. Both TANF and MOE funds
must be spent fo provide assistance to needy families with children and to promote job
preparation and waork, among ether purposes. Some states are treating the difference between the
MOE requirement and the sinount they would have spent in the absence of welfare reform as a
general surplus, 1o be used for any purpose they desire. Proposed uses include dividing the funds
between the state and local governments for unrestricted spending, allocating them to the staie’s
general fund, and replacing state spending on child protection services and the elderly. The state

{unds thus freed can be used for any purpose including underwriting @ tax cut, which has glrgady
been proposed in several sialcs.

Do States Need More Funding?

In contrast to the increased child care funds and “excess” TANF funds many states curvently have

available, other provisions of PRWORA cut funding and inereased demands on states. The new
law significantly reduced foderal funding for other programs serving lew-income populations, in
particular fegal immigrants. Jt established increasingly tough work requirements within &

- o g, ¢ Y i . A s e
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framework of time-limned federal assistance for needy families with children. The requirement
that families to achieve self-sufficiency within five years or less presents a tremendous challenge
to states and demands a commitment 10 making critical investments a5 early as possible.

¥
Moving families from welfare to work requires increased state investments in critical services
such as child care, supports and subsidies for work, services to address barriers hike substance
abuse and domestic violence, literacy programs, expanded job readiness and job search programs
and expanded case management, Some states have an especially great need for supportive
services, have experienced smaller reductions in caseloads, or have other special circumstances
{like inner city or rural areas of high unemployment and poverty or large numbers of noscitizen
residents) which might necessitate costly invesiments in economic development or
transporiation. In addition, since the 80 {or 78) percent MOE requirement is based on FY 1994
expenditures, some states that have experienced significant caseload reductions since 1994
potentially could be required lo commit farger sums of state funds under TANF than they would
have spent under the predecessor programs. The wide variation in benefit levels across states {as
iHlustrated in Table 3) highlights the difficulties some states will face. Clearly the states with .
higher benefit levels and a history of greater state effort on low-income assistance have more

capacity 1o invest in additional services to help families move from welfare to work and sustain
their employment.

States must begin now to make front-end investments if they are to have in place the programs
they will need 1o move large numbers of single parents from welfare (0 work in the later years,
when participation and hours of work requirements are higher and populations begin reaching

state lime limits. States must also obtain unprecedented commitment fwm busm&ss non-q;rei“ i
orgammtmns, and rellgwus msututxons Ihgﬁg-»cal : '

Getting Out the Message

The new budget agreement will enable us 1o ensure that needed {unding is available 1o staies and
communities to achieve the goals of welfare reform, especially in areas with high unemployment.
Three initiatives included in the new budget agreement have been and continue to be particularly
imporiant: enabling welfare families to trangition to work, restoring unacceptable cuts in benefits
to tmmigrants, and providing support for low-income working families to sustain their
employment. As a result of your efforts, states and communities will have §2 billion over the
next five years to spend on wage subsidies and job creation and retention sctivities to help the
hardest-to-employ long-term welfare recipients find and keep jobs. An additional $500 million is
available in the form of tax incentives (o employers to create job opportunities for long-term
welfare recipients and able-bodied childless aduli food stamp recipients who face work and time
limit requirements. Legislation to Tulfill your goal of moving people from welfare to work mus:
include the grants and tax incentives necessary to support states, cities, and the private secier in
ereating job opportunities for the hardest to employ welfare recipients.
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The budget agreement will also protect the most vulnerable populations of legal immigrants -
children and individuals with disabilities - from the restrictions placed on their receipt of
Medicaid and SS1 benefits. It helps to protect a minimal safety net for the most needy legal
immigrants and supports our immigrant traditions and profects public health,

We are already taking the lead in reducing the number of children without health insurance, and
this is one of the most imporiant things we are doing. Twenty-three states currently have
gxpanded trangsitional Medicaid benefits through waivers, some by extending the period of
eligibility beyond 12 months and others by expanding who is eligible. Four additional waiver
requests are under review, including two new states. In addition, the new budget agreement
expands health coverage for millions of uninsured children, including a new grant program that
provides additiona! dollars to supplement state efforts (o cover uninsured children in working
families.

As 1 indicated earlier in this memorandumn, it 15 & little too early (¢ know how shon the stafes are
on child care money. We arc increasingly concerned about quality standards for child care. The
recent White House Conference on the Brain highlighted the need for substantial quality
imvestments and high standards. The White House conference planned for later this year will
focus on qualdity child care.

We need your help to encourage states 1o make the right decisions for their needy citizens and
taxpaying citizens alike. Your achievement of the recent historic budget agreement presents a
particularly opportune time to take the lead and through your speeches and meetings with public
and private sector leaders to encourage all states 1o make the serious invesiments that are needed
to help move families from welfare 1 work and sustain their employment. These investments
will require not only effective use of {ederal funding (including the new funds provided through
the budget agreement) but also a commitment 10 continued state funding. The needs are great, as
are our epportunities to make a difference in the lives of the nation’s most vulnerable
populations -~ welfare families, children without health insurance, and legal immigrants.

I am sending a copy of this memorandum to Bruce Reed.

Enclosures



CHANGE IN WELFARE CASELQOADS

TABLE i,

fotal AFDC/TANF recipients by State

Pargent

. change

State Jan .93 Jan 84 Jan 9% Jan, 97 ‘9347
Wisconsin 241 068 230,821 214,404 123,758 =48
Wyaming 18,2714 16,740 15,434 10,117 -45
Cregon 117,658 116,380 167,610 68,818 43
West Virginia 118,816 115376 107,668 58500 43
Indiana 209 882 218,081 197,225 121224 42
{kighoma 148 454 133,152 127,338 a7.144 -40
Tannessee ' 320,709 382,608 281,982 184,860 -39
kdississing 174,083 161,724 148,319 108,365 -38
Muassachusetts 332,044 31,732 286,475 207 832 -37
North {ekola 18,774 16,785 14,820 11,804 S ¥4
South Caroina 154,028 143,883 183,587 97,145 ~35
Alabama 141,748 135,088 121,897 51,569 w35
¥anszas 87 8235 87,433 84.504 57,528 34
Litah 83,172 55,657 47,472 %442 33
Michigan 658,356 &872,760 612,224 460,763 -33
Flofida 701842 589,133 657,313 478,328 32
South Daksta 20254 15,413 17 852 14,650 31
Virginia 184,212 184,859 168,493 135,568 30
Colorado 123 308 118084 110,747 L gard )
Kentucky 227 B7Y et Rl a1 183,722 161,150 2%
Hew Hampshire 2R472 36,306 28,671 20,627 -29
Lihia 720,476 681,098 529,719 518 585 28
New Jorsey 345 8902 334,780 a21,154 256,000 27
Arkansas 73,982 76,583 85,325 54,751 -28
Maine 67,838 65008 80873 54,038 25
HMontana a4 848 a8 415 34,03 2B.254 25
Hehraska i 48,085 36,004 42038 38,450 -24
Georgia 452228 386,726 344913 3658 732 -24
North Caralina 331833 334,451 7838 252,564 -24
Maryland 221,338 219,863 227 8E7 169,723 w23
lowa 100,94% 110,638 103,108 78,078 23
Arizona ’ 194,115 202,350 195,082 184,526 e

Louisiana 263,338 252 880 258180 08502 .- 2N
Texas . 785,271 786348 FE5 460 825478 20
Fennsyivania 804 7N 815,581 814,245 483,626 -G
- Migsouri 258,039 282073 255,595 208,132 20
Vemont 28,861 28,085 27,718 23,515 -18
Nevada 34,843 47,008 41,848 28,817 18
Minnescia 191,526 189,615 167,948 159,855 A7
Delaware . 27,852 28,286 26,344 23,141 S E
innis 686 5808 FoR5ey 7.0 568 620 -13
Rhode fsiand 81,118 82,737 62,407 54,588 =11
New York 1,375,522 1,241,625 1,268,350 1,074,100 ]
Washington 288258 282 808 280,940 283,782 8
daho 21,118 23,342 24 050 18,925 5
New Mexiso 94,838 101,678 105,114 80814 5
Connecticut 160,462 184,285 170,714 188 578 -3
LCafifornia 241812 2621 383 2892202 2474 584 2
[sstrict of Columbis 65 860 72,3350 72330 87,871 3
Alaska 34 851 37,506 37,264 36,189 4
Hawssi 54,511 50,875 a5 207 55312 20
United States 1} 44,114,902 14 275,877 13@ 8412 41,359,582 ~20

Hmdudes Guarm, Puartn Rico, ang the Yirgis leiarwds,

Souwe: 105, Depi. of Health A Human Servces, Adminisization fee Shildren v Famifins, Office of Family Asztance, AFDCITANE Fiash Repon, Jumery 1997,
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TABLE 2.

COMPARISON OF FEDERAL FUNDING FOR AFDC AND RELATED FROGRAMS
AND FAMILY ASSISTANCE GRANTS UNDER PRWORA

fiey iheasainhs’
o G SRR
Pearosrd
Y 1508 Grants for ¥y 1997 Stete Family Increase froers increase from
State AFDC, EA & JOBS Apsintance Gramt 2/ FY 1955 Level ¢ 1856 Level
indiana $183.14% 2208709 L YR RG] 553
Yyoming 14,5965 Fa b 5813 455
Locdsiara 114,262 153972 49,720 435
Tennenses $37.445 181,624 B4,075 33
Ohilo 843,666 7279658 184,303 338
Dist. of Colurnbis 70513 92 B 21,756 308
Virginia 124,388 8288 36805 304
Massachussits 383,060 458371 .31 0.1
Waest Virginia BT BE3 3110178 22493 8.7
{kfahomg . 118,234 148,014 271G B
Lonnection 215255 266,788 5152 e
Missiuaippi T 344 88,768 5427 23.4
Alabama £15.909 % 17,406 g
Michigzn H32.232 ¥75.383 143,124 el
Minnesota 20 83% BT B85 47,145 - 2.3
Utah 54,895 THEM 12,10 188
Cragon 142,645 187.8508 25879 18.2
Teuns 415024 456,287 87 23 180
Kanturky 457,238 181,268 24,050 153
Wisconsin e as7 315,183 41 834 5.1
Georgla 288410 30,742 42332 14.7
Kanzas 84,783 WLEN 12178 138
MNew York 2,160,852 244283 oL o i) 131
Flofida 497 536 SO SN0 84,801 13.0
Maniansg 40351 45634 5,143 12.7
Arizona 187,754 222,420 24666 128
Vermont 42578 47,353 4875 1.7
dissour TS 308 AR Y Zi854 51
New Hampshine 677 B2 3844 E2 N
Arkansas 51 854 R KX 4818 84
Alnsis 58,665 83509 4944 B.4
South Daketa 2 242 21,854 1,652 82
Mardand 214262 235068 14,806 684
Nevada 41,367 43977 2820 63
Rhexde istand B3ATY 95,022 5543 62
South Carviing 4401 9 8 5.567 %
New Jersey /3T A4 535 26,867 84
Maine . 74,788 7812 335 4%
Nebragks 5604 S804 2015 36
Cafiformia pre 758 3733818 131,062 31
Horih Dakota ity s 26,400 740 23
iwa 128 853 131,525 2672 R
ittako 31,47 31,5338 (323 28
Hawail 97 908 098 0% way 18
Wishington 415,384 404,332 ~11,05% 2t
Wirwis 601,059 : 585057 48007 27
North Caling 2830 B2 240 ~$0.300 33
e Mexico Az 122103 H025 A48
Petinavivania . THIIRH T 40 <50 599 B&
Lielaware 35,590 32,261 -2,805 B3
L olorado 158,314 136,057 -2 255 ~141
Siate Totals 314,931,044 $16, 488,857 $1.807.823 44

VW Exchades 174 child ewe. AFTXC benefing inchalo the Fodeaal shase of child suppart oollections in arder 1 be tornpsarabie to the Family Axsislanes Grant
¥ Does not bartude sddinionsd funds suthorinsd opder B3, 164327,
Seamer: U B Dept, of Hestih & Haman Services, Adminisnsion for Chitdren and Famities, ©ic¢ of Financist Manggesions,
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TABLE 3.

Maximum AFDC Benefit for 2 Three-Person Family by State

July, 1996
— R
State Scheduie/Geography Monthiy Annual
Algsis Statewide $523 $M.076
Ml Statewide 712 5,544
Now York Suffalk Co. 703 8,436
Guam Statewide 673 8078
Connecticut Region A 838 1832
Vermom Chittenden 833 7588
Caifornia Statewide 596 752
New York New York City 77 §924
Litah Statewida 568 £818
Massachusetls Statewdde 585 B 7846
Rhode lstand Statewide 854 B.648
New Hampshire Sintewide 850 6800
Waghington Siatewide 548 8 5452
North Caling Sttessde 544 6,528
Minnesoia Statewide 532 6,384
Wisconsgin Urban 517 6,204
Kichigan Region Vi (Washianaw Co.) 450 ~ 5,868
Cregoh Statewide 460 5,520
Michigan Region IV (Wayne Co.) 459 5 508
Kontang Slatewide 438 5258
North Dakata Statewide 431 5,172
South Dakota Statewide 430 &,180
Kansas Schedule 1 428 5148
lowa Statewide 426 5113
Naw Jarcey Statewida 424 £,088
Fennsylvania Sroup 1 . 421 80482
Maina Statewids #18 5018
Dhstrict of Columbia Statewide 415 4 880
New Maxito Statewide 308 4,668
Hnols Group ¢ K rrd 4524
Marvtand Statewide 374 4476
Nebragks Statewids 354 4,368
Wynming Lrban 360 4320
Colorato Statawade 56 4,272
Virginis Group 3 354 4,248
Nevada Statewide 348 4175
Arzana Statewide 347 4,184
Ohio Statewide 341 4,082
Delawara Statewide 318 4 058
idaho Statewids 7 3,804
Okiahoma Statewide 307 3584
Flotids Stateside 303 3638
Missourt Siatewide 282 3,504
inchana Statewide 288 3,455
Georgia Statowide FB80 3,360
Kenlucky Statewide 282 3,144
West Virginia Siatewide 253 3,036
Virgin isiangs Statewide 240 2,880
Arkansas Hlatewide 204 2448
South Carcling Slatewide 200 2,400
Louisiana Lrban 14D 2,280
Texas Btatewide 188 2258
Tennsssee Statewide i85 2
Puerto Rico Statewide B0 2,180
Alabama Statewids 164 1,968
Mississippi Gatewids 120 1,440

Source: Congressional Roganrch Service, Ald to FamiBes with Gependnni Dhildeon (AFDES: Proprem Soneld Rales, July 1, 1888,
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ENCLOSURE A

EARLY INFORMATION ON
HOW STATES ARE SPENDING “EXCESS” TANF FUNDS

Yery Preliminary Indicationy

Information about how states propose to spend “excess” TANF funds is only preliminary. Most
state legislatures are working out their welfare reform plans now, and are at different stages of
decigion making. Information from newspaper atticles, state press releases, as well as early
reports from HHS Regional Offices suggest that many states are making investments in child
care, work programs, and supportive services while other states are putting money into less
“desirable™ practices such as supplanting state funds with federal dollars. At this stage, it s hard
to get information on state expenditures and categories of spending, It is particularly difficult at
this time to determine whether states will be spending federal TANF monies or stalé maintenance
of effort (MOE) monies on an activity, and whether they are spending new monies ot merely
supplanting state funds with federal dollars. The following material surnmarizes our carly
information.

Welfare-to-Work Programs and Child Care

It is widely acknowledged that helping recipients move from welfare to work often requires up-
front investments in training and supportive services. Many states are considering putting more
mongey into child care services. Florida, Michigan and Tennessee reportedly are adding $60
million, $44 million and $25 million, respectively, to child care. 1t is not yet clear if this
represents simply the increased CCDF allocations states received under the PRWORA or shifls
of TANF welfare funds for additional child care funding. Georgia’s budget includes $3.5 million
in federal TANT funds to hire addittonal staff to coordinate and determine eligibility for child
care services. Under the child care provisions of Wisconsin's W-2 program, the state intends (o
increase annual child care funding from 548 million in 1996 10 $186.2 million in 1999, The state
has requested legislative authority to transfer $63.637 million from TANF 1o child care in 1998,
They believe that cash outlays originally targeted for assistance can, as a result of cascload
decreases, be rebudgeted for child care, provided that their economy stays strong and thewr
cascload trends continue. Among all states, Wisconsin has had the largest percentage drop in
welfare caseloads. These state actions to increase child care subsidies may benefit the working
poor as well as welfare recipients, For example, the Wisconsin legislature is considering
expanding ehigibility for child care by raising income eligibility Himits from 165 percent of
poverty to 200 percent .

In discussions with our Child Care Burcau, state officials have indicated orally that they are
transferring TANF dollars to CCDF in order to invest in child care. States appear 1o be spending
their own funds to draw down fully the CCDF funding as well. States report using these monies
for welfare families, quality improvements and working poor familics. Because of the multiple
demands on TANF dollars, it s wornsome when states spend federal TANT funds on child care



in lizu of state funds or without first having drawn down sl of the child care funding to which
they are entitled under the CCDF, which can be spent only on child care. 1f the Administration
makes a concerted push to have states spend their excess TANF funding on child care, the
message has to be that federal funds should supplement, rather than supplant, state funding
needed to access the CCDFE.

States are also considering spending more money on drug testing and treatment, intensive case
management services, rural transportation, job preparation, job training, and public sector jobs.
California, Indiana, Maryland and Massachusetts are reported to be considering these
possibilities. These states are aware of the possibility that the remaining adult participants will
have more barriers to self-sufficiency than those who have already made the transition from
welfare to work, and thus that such recipients will require mote infensive services. Georgla’s
budget inchudes §8 million in federal TANT funds to purchase job placement services for
recipients who have traditionally been hard 1o place, New York’s proposed budget would sedt
aside $42 million for client work activity assessments, medical examinations, and incentive
bonuses for local distriet performance, 345 million to expand work training activities, and §57
million for a variety of targeted initiatives involving work activities.

Chther TANE Purposes

States are also looking at the broad flexibility they have under the TANF block grant and are
considering other types of programs. California is considering putting $141 million into juvenile
justice services formerly funded under the Emergency Assistance program. Indiana, whose
welfare caseloads have dropped more than most other states, plans to use MOE monies to create
more positions for child welfare workers and to increase funding for employment and training
activities, Plans for the state’s TANF funding include rural transponiation, encrgy assistance,
family planning, working with non-custodial parents, as well as employment services, child
care, and data collection. Connecticut reports planning to put $24 million of TANF funding into
programs such as housing and nutrition. Georgia’s budget includes $3.5 million from the
Indigent Care Trust Funds to implement teen pregnancy prevention initiatives in support of
welfare reform. Indiana is considering funding energy assistance, family planning, and
{atherhood conferences, among other services, .

Rainy Day Funds

Because TANF is a block grant, state altocations will not increase in the event of a recession.

Therefore, a number of states are considering building a reserve 1n case the economy cools down

and caseloads increase. While only actual expenditures of state funds can count towards the

TANF maintenance of effort requirement, there is no requirement that states spend their full

Jederal allocations in the fiscal year in which they become available. Ohio, New York and

Vermont are three states that gre reportedly considering saving significant p{zr{z{ms of their
“excess” TANF funds.,



Services to Immigranis

Under the welfare law, qualified aliens are banned from receiving Food Stamps and SS1 benefits.
Those qualified aliens who arrived after August 22, 1996 are banned from receiving assistance
from federal TANF funds for a period of five years, A number of states have indicated that they
expect to continue benefits for such aliens nonetheless, using state funds. For example,
Massachusetts has estimated that it will spend $26 million on legal immigrants who are not
citizens. In states with substantial immigrant populations, most notably California, continuing to
provide services to qualified aliens is expected 1o be  significant financial burden,

Other Purposes

Not all states infend to reinvest their savings in wellare-related services. Some are treating the
difference hetween their MOE requirement’ and the amount they would have spent under prior
law as a general surplus, 1o be used for any pwrpose they desire, For example, the Governor of
New York has proposed to divide 3416 million between the state and the local governmenis, to
be spent without restrictions, California is considening allocating 3562 million over two years
into the state’s general fund. Texas™ Governor has proposed to use federsl TANF funds and part
of the state’s required mainicnance of effort expenditure to replace 3190 million in state spending
on child protection services and the elderly. The state funds thus freed can be used for any
purpose including underwriting the Governor’s proposed tax cut.

1, Each stae’s maintenance of effort (MOE) level is set at 75 percent of the state’s FY
1994 spending for AFDC, EA, JOBS and IV-A chuld care (80 percent if the state fails to meet
TANF work participation rates).



ENCLOSUREB

INFORMATION ABOUT COSTS OF
INVESTING IN WELFARE REFORM

It is difficult to estimate how much more it will cost states 10 operate weifare t0 work programs.
Since the mid-1980's, MDRC and Abt Associates have evaluated numerous work-oriented
demonstrations with relatively high participation rates, and the per recipient costs repotied in
their major studies have varied as the able below shows. The gross per person costs to the
government range from about $2,200 (in FY 1997 dollars) under Florida’s Project Independence
1o about $27,000 under the Supported Work program’.

Estimated Gross Costs® Per Person
for Selected Welfare to Work Programs

Program Period of Costs | In 97 Dollars
Supported Work*” (many sifes) 27 months $26,038
Homemaker- Home Health Aide** (many sites) NA 14,588
Grand Rapids JOBS (Labor Force Attachment) 2 years 4915
Atlanta JOBS (Labor Force Aftachment) 2 years 3,888
Riverside GAIN 2 years 3,289
San Diego SWIM 2 years 2,272
Florida Proiect Independence 2 years : 2,189

Source: MDRO [the Homemaker-Home Health Aide project was evaluated by Abt Associates.]

* includes ¢osts of job clubs, case managers, child care, and training. ** These costs include program
wages paid to participants, but do not inchide non-welfare agency costs. Costs shown in this table are for
single-parent AFDC recipients averaged across ail sxperimentat group members, inciuding those who did
and those who did not participate in program aclivities. ‘

it should be noted that while each of these programs produced significant increases in
employment and declines in welfare outlays, these cutcomes do not replicate the work
expectations and time limits of the PRWORA, Under the Riverside GAIN program which
produced particularly impressive results, only 23 percent of the program participants were
working and off AFDC at the end of the project’s three-year follow-up period, indicating the
challenges faced by these programs.

Some states have an especially great need for supportive services, have experienced smaller
reductions in caseloads, or kave other special circumstances (like large urban centers, significant
areas of Tural poverty, Indian reservations, and pockets of high unemployment) which might

The Supporied Work Demonstration provided work experience to hard-to-employ 1arget
groups including long-term AFDC recipients. To help them achieve self-sufficiency, participants
worked in crews in closely supervised jobs with gradually increasing demands.



require that they make greater costlier investments in economic development or transportation.
The wide variation in1 benefit levels across states (as illustrated in Table 3) highlights the
difficulties some states will face. Under the AFDC program, the maximum annual benefit for
family of three ranged from 81,440 in Mississippi to $11,076 in Alaska. Nationally the cost of
a part-time child care slot is $3,160 a year; a full-time, full-vear slot costs $4,406, In 11 states
and territories the cost for part-time child care is greater than the welfare benefit.

More than in its predecessor programs, TANF requires that states deal with special needs
populations. These include individuals who are substance abusers ag well as those who are
victims of domestic violence. Over a quarter of the AFDC caseload includes adults with
disabilities and, under prior law, these individuals were exempted from the training and work
requitements of the JOBS program. States have never addressed preparing recipients with
disabilities for work including special case management, remedial services and accommodations.



