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Citizen Action 


• 

~ 1730 Rhode Island Avenue, Suite 403 
, Washington, DC 20036 

(202) 775-1580· (202) 296-4054 FAX 

2608 Green 'Bay Road 
Evanston, JL 60201 
(847) 332-1716· (847) 332·1780 FAX. 

April 30, 1997 

The Honorable William 1. Clinton 
President ortheUnited States 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington. D.C. 20500 

Dear President Clinton: 

On behalf of9tizen Action. the nation's largest consumer and envirpnmental watchdog 
Organi7.atiOn, and Texas Citizen Action, we want to express our Strong opposition to 
proposals to privatize the administration ofMedicaid, Food Stamps and other public 
services. ,Therefore. we ask that you reject the pending request by the state ofTexas to 
implement such a program. 

Citizen Action believes that public services sbould be administered through publicly
accountable agencies. W~ are greatly concerned thAt determinations involving the health 
and weU-being of children and fiunilies should not be turned over 10 private contractors, 
where concerns about profits may outweigh concems about people's lives. Privatization 
would make it exi.remcly difficult to guarantee adequate staff training., oversight. and 
·public input. It would increase the difficulties already facing those most vulnerable among 
us and those families snuggling to cope with temporary economic di.slocations. 

While we agree with the need to make public s.eMces as efficient and effective as possible, 
there is no evidence that privatization will lead [0 either glOaL .Instead, there is ample 
evidence pointing to problems with private contracting for public services, including 
duplicatlon, cost overruns, inadequate investment in equipment and personnel, and fraud 
and abuse, Privatization wiU likely lead to new and greater problems, These problems, 
however, will be harder'to address because private contractors arc not subject to the same 
accountability requirementS as public agencies and because employees of private 
contractors do not have the same protections as public employees. The Texas 
privatization scheme. wruch remains ill~defintd and has not even been subject to public 
discussion within the state, is simply bad publlc policy. 
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Both the feder.d and state governments are responsible for making the wisest'use of 
taxpayer doliar, and fur properly implementing public programs. Neithcr the state of 
Texas nor any other state" should be allowed to shirk that responsibility or tum it over to 
private contractors, Again, we strongly urge ·you to protect the public in1~st by rejecting 
privatization proposals . 

. Sincerely, 

95':::! Sandra Haverlah 
Deputy Director Executive Director 
Citizen Action Texas Citizen Actioh 

ce: 	The Honorable Donna Shalal. 
The Honorable Dan Glickman 
John Podesta 

'. 
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VIA FAX 

April 7, 1997 

Mr. Erskine Bowl.s, ChiefofSt.ff 

The White HOllse 

Washington. D.C. 2Q500 


near Me Bowles: 

As the Administration continues its review ofthe TOXIlS TIES Prollflln!, I thought you would 

be interested in the results of n poll conducted among Texas eligible voters last week by 

Lake Re..;earch Tnc. A summary is attached, 


The poll found that 84 percent ofTexans believe that local protessionally trained people-not 
prlvate COIlLttlcturs-should run Texas' human services program and that 70 percent of Texans 
believe that "opening up Texas' human scrvices system to large corporations invites conuption, 
bribery.,.and will COtl't Texas taxpayers more money in the end." 

The people ofTexas understand that human service programs should be administered by trained 
stale employees who are accountable to taxpayers, not to shareholders. 

SincerelYl 

~~ 
President 

cc: 	 John Podesta 

Bruce Reed 

Do'Ul' ShaJaI. 

Daniel Glickman 
Gerry She. 

Attachment 
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Lake Sosin Snell & Associates 


NEW TEXAS POLL FINDS SIGlIlFICA.'IT DOUBTS ABOin' PRIVATIZATION 

A new .~y of 57; likely Texas voters by LW Sosin so.n & Associa'es reve.ls 
t.hat,. comrary to conventional wisd.Qm. TexaDs oppo$e privamarion Qf staff human senier:s; 
PfOgrams after hearing equ1l1 af1Umeati trom both propolteDt! IDd. oppontDts. 

All voters polled heard it. mes3Aie in :avot' of ptivlti.ut:tion focusing en improving 
efficiency and e"tring w_. Aftor on opposition me55",' foclUlng on <O",.rtl. 
prottu at the expense of T~~s join and ~ervi~ts f-or TeDJ familiu, unuors and 
cbild~n. 'Voten appote prlvuu:t:tion by ten perctftmat points 150%, opposet :cU% 
hvoe). 

• 	 AD th. QI"S~p$ tested against printiz.ation are $Qrprisingly Strong Ilbong 
Tex:aQ5. 

• 	 In :PUticu.:u~ 84% fiDc it a convincing reason to oppose privati2.ation that 
AAqq!@ in ISm Mould run the huwm Grvii~n s"'SI$m in T~Wl p.ru;l ,evepteea 
th9\WJnd Iews would lose their 19b; until[{ Wi pig (570/. very coDvuu::iug), 

SevlDf)'~1tV' -poemt fmd it a convincing reason to oppose pr.vanzation that 
lruu ~)oDS would have: access tg uersonaj..£onflci;ntia! information 

, IR9ltt miUiw of TeJCIW -- awl gne af the corpowiqns lhat nuts to om 
Th>wi' human if!'Vj&.. $Y$'!I!J ~ .Ireadv l?e<m fined l!l l;lgrid. for similar 
~ (52% ver,- coaviuclng). 

• 	 Seventy ptf'Cftlt find it!l convinting reason to opPOje prJv8.[tzuicn mal 
()gening Ull tM JVJ!Ul to priu;,e intgmts invlte§ .grrupqon. hilth~priced 
Is!blivim, mix" I!lld ddie;t\!>us cam"aj"" OlImriblllio!llijo go< ,q"I!l!C\! (49% 
very ~Dvlncing). 

• 	 Sisty~$ll pt~.nt find it a convicting I'QSOn to oppose privatization that 
deCeose contrwor£.wbg want to run WII;' huma.ruervWe$ ,\fUCIP Ire known 
fpr wast=. fraud p.n.d mi~mMal:cmenr -~ these are the sam. peRRI!;: JYho s:bargsd
the goyemmcnt hundredS ofdoUW for a hamroe:·(47*/. vet')' c:onvinci.ng} 

,'t{(ll/toriDlDfly: ihu a~1J it bawi ~:J fiUtl JII)/,.-:I&I nwicwt-,jlrr-dlal (fU)C) ;..r..y lJ/ J1J Mull rt~a/l.l 
lib}, II) W:tlil ilt IJu 1m .;.meltS, duir#d If>vi 'Uflllf/"i.,r,,,,,..,J b)' [,i1U Stuilf S""H .:t AstKlalfJ!CF ,,,. 

C/)/'II#llI"w4f'iDN W<l,qrJ' ~I ..4/ft¥,j.ta. Til< fill}} lOW f:enr/Ilf;w:i /nt'>1'.un April I G~d 1. J99i. Tit. "'l1rllj~ 4l,r,or/0'
I"" .IW'Vt)o' i.s ~/~ ,( l~. 

http:nt'>1'.un
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Mr. Bruce Reed 
Domestic Policy Council 
The White House 
1600 Pennsylvania Ave, N.W. 
Washington, D.C. 20500 

Dear Bruce: 

ADA is deeply concerned about Texas' proposal to turn operation of the state's 
Medicaid, Food Stamp, TANF, and other social safety net program.s over to a private 
corporation. At a lime of massive restructuring of these prograrn.s. turning the operation 
of these programs over to private for~profit corporations could result in great harm to 
vulnerable low-incume individuals and familia. We, therefore. strongEy urge -the 
Administration to deny the Texas request 

With good reason. Medicaid and Food Stamp regulations require that activities that 
require discretionary judgement. such as eligibility determination. appeals, and fraud 
investigations, mUSt be handled by merit system civil service employees. Merit system 
empIoyec!\ are accountable to the public, whereas employees of private corporations are 
ultimately accountable to sharehoIders. Merit system employees' civil service status 
provides them some measure of independence to make difficult judgements without fear 
of capricious or unjust retaliation. The same cannot be said of the employees of a private 
company who work "at will" for employers whose bottom line is profit. 

Eligibility specialist" and intake clerks play important roles in helping clients -- many 
of whom may be poorly educated and vulnerable and may not speak English -~ to 
understand the documents used to qualify [or public benefits. Their myriad judgements 
help to ensure that clients receive the benefits to whkh they are entitled. These interviews 
provide the record upon which appeals are based and fraud investigations proceed. 

ADA also is concerned about client confidentiality should private corporations take 
over the operation of T ANF, Medicaid and Food Stamp programs. Eligibility speci.lists 
consult Social Security, chUd support enforcement, and other sensitive pubJic data bases to 
verify client information. How will client privacy be assured absent puillie administration? 

FinaIiy, some report that Texas claims it will save as much as 40 per cent through 
its automated enrollment and privatization project. \Ve ask where the cost savings wHf be 
found? One possibility is that the private companie.. ... intend to close welfare offices and 

PmIdtnt Jack Shcinkman. (''hair, Nfltitmal Executive Committu Heru:y Berger • Counsel Jack Blum 
TMUuru Joel Cohen. SecrdtUy Ellen VoUinger. fDA Chair Jamal Watson· NaiUJndl Diredbr Iurrj Isaacs 

.-. 
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substitute computer tenninals for human interaction. How will the affected dient 
population successfully maneuver its way through a kiosk-based system to determine 
eligibility; moveover, how will such a system protect taxpayers against fmudulent claims? 

The Administration's decision on the Texas proposal have national ramifications 
for the success of welfare reform. But. it also has enormous implications for how we ensure 
that public and private profit making fUllctions not be improperly blurred. We strongly urge 
you to send a clear message to Texas that the gatekeeper function for Medicaid and Food 
Stamps is an inherently public function. 

0::2-
1aCk Sheinkman 
President7
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TIES ISSUES: MERIT SYSTEMllEQUlREMENTS 
<\NO DEUIGAnoN OF.w1l{OlUTY 

In tb<"""""'ofT....• TIES "'-i_wilhtmllS ...fUSOA,IlwImol __ 

him: miscd "'" ....."" 

• 	 _tho mcrit~~orlho faod SIlImpAaond tile Social ~lY Aa 
opplia1blc"'. ~ oIigibility ___ 

• 	 Do tho merit sy.rtcm pro';';"" !""h>1>it tho ..... Il:om delogzting eligibility 
~ 1iw:;tiom '" A COOIrlO<tCl'? 

(1) 	 _tho11llSpropmal.lhor_ro,,,,ur"""ieooi,.,,".iJ..n 
l¢.1Jpc:msiln1i1:ies for adrrrinislJatinn thatare .~ with ~ dt::rignatiQfJS as 

siDglc"""" "II""""" 
(2) 	 tho...,. i ••bligatal to ....... 1lIa% -..dInmi"""'<l pot1ians ofTIES pmgr:m>.> 

will use a merit S)'StCm ofpcracamela(hxriNmation. "I'bat mc:rlt S)'S1em. ~. 
iii "'"appliooblc to ony p;vot< :workforce wilh ..niclI the '""'" _as\1> 
MmimRfl:f elbaparts ofthe digibl6ty dermniaariouprocessi 

(3) 	 tI<ll:b!ns in __'"~jWhibibu.. star< from~_ 
oliJlihilliy ~nu..tious'"a_iD<.b.n.g"""",~_
",Istedllmdi__<he Food SIlImp}lZ<>__ 

-r.,... <Ioes _ ~ 1b.U, ".."","'''' ..."ply wl1h 1OdmIl~. tmly tho 
individual "pUshlng tbl: bllI!mi' tl> ...:tIt'y oIigibility YIIlIIit 1>: • puIoW; ""'Iil ~. 
PlclOGt«i """Ploy",,- !lut the Il:dcm! govcm_b.. ..bW for ~ the.1I>=' 
<X!!<:rcc, Ilall'ltly Ihnt /Ill clig!bllity!iou:t!tms 1>:yond data iIII>b ""'"1>: potformod by 
public ""pl_ 

r=-bas ~ lholh:laal ....'" ""!""*lly", idecti!Y whacllloy cWwlho Uno 
botwo:xm pubIiJ> IllId pri""'" empIoy_ ill 1110 d1gihili1y cct1l&eUon l""""-'!. PecIe:nI 
>aeocy _'" dale .... _ to..u. f""llIioc oclhnt ....... 

"Ill< ;..,.. ofwl>:thapriv... ""'Ploy"" WI a:rtifY clieol.tigibility i.a.mh<IrilIg for 
the follnW'ins T'O'SO'1lS' 

. 
(A) 	 Theoli&ibililY~~lllIdau_._""'ntl....bastd· 


whk.h minimize<u..pomibility orjmhli<m:private """loy"", ~ 

uabridIed_ 


http:tho11llSpropmal.lhor_ro,,,,ur"""ieooi,.,,".iJ


,-, , 

• 	 i 
.. , ....... , ....... v. '" ~. H/-"""""'" ""Cl\Ir'I...LUv-.J' "'... ,L;}o;'V 

, , 

(Il) 	 1'be"""" AI an _ wiII""""'''p_iblllly mr\!lo ptIlIIllIlp1i....f~ 
ruI..1OI4 paIicr, fa Glh..r -as, the obj""'" c:ciu:da .,...j by sial!IIZIll :oysU:m8 

m.r-mlnlns client dig;hility in ani-....will bcd<fiucd by jlIlbw: 
.....~ 

(C) 	 1'be sram willre:ainliaol8jl!1!O\'al1lDd ~ 1IIIIhotiIy.,...,an dig!bility
_IIDd\!lo__aptl_.._ ...... wmbc~ltfi:1t 
.-mg the __cigbtsofan.ppUmllS ...n-digibility b ~ 

(I) 	 1'be...". will_ comol ...... all clia1Dili1Y d.....",io_IilPoIi."" by holdjnc 
thc_lOstU<t~_1h,,"lgh~~or 
contn:tctar opa:aDQI'IS. 

While bolding !he conttacU>r Slridly ""IIoosiblc /llr ~ the SUIte will""";'; 
the party Ibln is "..,.l\IIII:IbJ.to !he f<doraI go~ /llr """,pI;""..with aU 
t'cd<mI~ 
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The Honorable Franklin Raines 

Director 

Office of Management and Budget 

Old Executive Office Building 

Washington, O.C. 20500 


--. Dear Fra::.k: 

I a7r. writing cn behalf of ;ny constituents in the 17th District a:::d 
the State of Texas to request your prompt attentio~ to Texas' 
request for approval of the Request. for Offers for the Texas 
Integrated Enrollment Syste:n (7IES). This request has beer: pendLr.g 
for several ~cnths and has reached a critical point for a decision, 

W:--.en the welfare -reform debace began in earnest in 1995, I ,set up 
welfare task ::orces in my district a:1d asked them to put toge<:her 
their recommendations on how to structure the welfare delivery 
syste~, The number one recommendation of the task force was that 
che application process be streamlined and simplified across various 
means-tested programs. The task force concluded that streamlining 
the appl':cation process would provide better service to needy 
individuals and would use SCilrce reSOl;rces :nore efficiently. I was 
therefore pleased that the Texas legislature directed the Texas 
Human Services Commission to develop an integrated enrollment system 
as par::.: of the state's welfa::-e reform plan. ::. have. bee:1 even more 
pleased that the Co~mission has taken this direction very seriously 
and developed an integrated enrollment: proposal very consistenc with 
t.he goals outlined by the welfare task force! established. 

I am enclosing a copy of a letter tr~t Dr. Mike McK2nney, 
Commissio:'ter of the Texas Humar:. Services Commission, sent to 
Secretary Donna Shala!a on February 19 infQr':ning che Department of 
Healch and Human Services of his incention co proceed with the 
release of the TIES Requesr:.: for Offers. The Commission is 
proceeding under th.e a'Jthorityof HHS regulations that deem req"-.tests 
to be approved if the Department.does not provide the state with 
approval, disapproval or a written request for mo:::'e information 
within 6C days. 

While I share Dr. McKinney's disappointment that the Commission has 
fou~d it ~eces9ary ~o proceed without formal approval from HHS ~~ 
USDA, I believe that the Commission has been extremely patient 
througho~t the app:::'oval process and has ample legal and substan=ive 
justifica'.:ion to proceed with the program a:: this point. The Texas 
Human Services Cot;\oission has been developing the TIES at. the 
direction of the Texas leg::..slature since June of 1995, . The initial 
RFO was presented to HHS and USDA in June of 1996, Sin::::e that tiF.le, 
state officia:s have worked extensively with the administration to 
refine and improve the proposal ar.d have responded to several 
reques=s for infor:uation. Further delay risks jeopardiZing the 

I 
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success of the Texas welfare reform i~itiative, which anticipaced 
"irr,pleme!1tation of the TIES. ':'he tir.ting is especially critical 
because t.he 'I'exas legislature wil: only be in session for a few 
;nonths. Cr. McKinney and his staff need to begin to work wi:;::' the 
legislature very soon if any d:anges need to be made to the TIES 
that need legislative approval, or if the welfare reform legislation 
needs to be modified to".adjust to the absence of the TIES. 

I have worked with Dr. McKinney ~n seeking fede~al approval of the 
TIES and several other issues, most notably approval of a waive.:.::- for 
~he Texas welfare reform plan in 1995. In all of these instances, I 
have found Dr. McKinney to be extremely reasonable ana willi:1g to 
make accommodations ::'0 add.:.::-e$$ administration conce.rns. Dr. 
McKinney remains 'i.'illing to 'i.·ork with the administration t.o resolve 
any problems preventing federal approval of the TIES. I am willing 
to work with yeu, Dr, McKinney, Governor Bush ar.d othe=- state ar.d 
administration officials to foster a cor:.s:::;"uctivE! dia':'ogl..i.e that can 
lead to pro~pt resolution of this matter. If the administration 
determines that legislation is necessary to allow approval of t.he 
rIES, I will work in ~y capacity as Ra~k~ng Member of the House 
Committee on Agric.... lture to pursue such legislatien, and belie',re 
that there would be bipartisan support for such a~ effort. r hope 
that the cooper~:;ion between the State of '1'exas, my office a:;;.d the 
administrat.ion that led tc the appccval of the Texas welfare waiver 
under ~erms thac were acceptab~e to all parties can serve as a model 
for dealing with this issue. 

Thank you in advance for your attention to this mat~er. I look 
forward to wo~kir.g with both the Stat:e of Texas and the 
Administration::.o see that we con::inue to make progress toward final 
implerr.enta.'::ion 0: the Texas Integ~ated Enrollmect Syste:n. ?J.ease 
feel free to contact: me if r can be of assistance. With kind 
regards, I remain 

Sincerely yours, 

Charles W. stenholm 
Member 0= Congress 

CWS; esl 
Enclosure 
cc; Governor George Bush 

Lieutenant Governor Bob Bullock 
Dr. Mike MC~n~ey 
Bruce Reed V 
Ker. Aj?fel 
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TEXAS HEAI:m AND HliMA.'i SERVICES COMMISSION 

MICHAEL D, McKrNNEY, M. C. 
COMMISSIONER

February 19, 1997 

Donoa e. Sha",la, Ph.D: 
Secretary 
UrUted States Department of Health & Human Services 
200 Independence Avenue, S,W, 
Washington, D. C, 20201 

Re: Texas Integrated EnroHment Services Project 

Dear Secretary Shalala: 

The purpose of this letter is to respond to correspondence dated January 31, 1997. from Mr, Mark 
Ragan. 'Director of the Office of State Systems. Administration for Children and Families. to my office 
regarding the review of the State of Texas' request for approval ~f the Request for Offers for the Texas 
Integrated Enrollment ServiceS rnes] project [Copy attached.] Mr. Ragan advises that the ACF and 
HCFA continue to review the RFO and that a final decision cannot be given at this time. He states that 
discussIons were being conducted at the highest levels within DHHS, 

It is therefore appropriate to direct my COfIcems about the approval process to your office and to inform 
you of my office's plar..-s, based on our understanding of applicable federal regulations, to re!ease the 
TlES Roquest for Off.", [RFOI. 

As you may know, the State of texas, through this agency and the State Cour.dl on Competitive 
Govemment. has embarked on a challenging initiative to integrate the eligibility detemtination and 
client enrollment functions of several pubfic assistance programs, including Medicaid and cash 
assistance under the Temporary Assistance to Needy Families program. The State's overarehing goal 
is to improve service to recipients of public assistance by maximizing efficjencies and taking advantage 
of technical and business innovations available through the marketplace. The State also has selected . 
this project as a means to encourage public~pri\(ate'competition and, in the process, stimulate the 
fo-rrnation of public~private partnerehips. 

The Texas Legislature directed this agency and the Council to detennine the potential benefits of 
contracting out these functions and. if this option was deemed feasible. authorized this agency to 
contract OLlt those functions. Following an extensive study of the programs to be induded in the project 
and an assessment by the Council, the Council determined that there was a compelling business case 
to support the contractlng out of eligibility determination and enrollment functions. The Council directed 
this agency to prepare and conduct a competitive procurement to implement the Council's findings. 

We first presented the RFO for an integrated enrollment service for required prior approval to your 
agency and the Department of Agr:culture in June of 1996. Following' an extensive review and 

P. O. Scx 13247 • Austin, Texas 75711 • 4900 North Lamar, Fourth Floo( Austin, Texas 78751 
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Secretary Donna E. Shalala 

February 19, 1997 
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comment by the federal agencies, we met with agency representatives in Austin on July 23, 24, and 
25. Based on tne input and direction we received from federal staff and otherS, we resubmitted the 
RFO and Planning APO for !he pr!,jf!ct for prior federal approval on October 17, 1996. We received 
acknowledgment in a letter from Mr. Joseph F. CO$ta, Director of lIle State Systems Policy Staff for 
ACF, dated October 24, 1997. 

We met once again with federal staff at the offices of the Food and Consumer Servrce in Alexandria on 
November 15. 1996. where we received additional comments and direction. We received requests for 
clariflCatioo from DHHS and USDA on November 19th. We submitted information in response to these 
requests on November 27 and December 13, 1996. Mr. Ragan's letter Is the most recent 
correspondenca we have received from the Department on this matter. 

Although your agency has jndlcated more time is needed to make a final decision on our request for 
approval, we believe a OHHS regulation adopted last year authorizes !he State of T""as to proceed 
with the implementation of the TIES on a provisional basis without the Department's prior approval. 
The regulation, codified at 45 C,F.R sedion 95,611{d), promises prompt agency action on states' 
requests for: prior approval of Planning APDs, Implementation APDs, RFPs, contracts, and certain 
contract amendment$., Under the new regu-lation, a state's request ;s automatically deemed to have, 
proviSionally met the prior approval condr.ions· of the regulations if OHHS has not, within 60 days 
following the Ciata of the its letter acknowledging receipt of the state's request, provided the state 
written approval, disapproval, or a request for lnfonnation. 

Based on olJr understanding of the purpose and intent of the regulation, we believe that. due to the 
delay in federal actioI'!, the State has provisionally met the prior approval conditions of DHHS and 
USDA regulation..' . 

In the notice of proposed rule maiQng that appeared in the Federal Register, the Department eXplained 
that the "prompt action- regulation was proposed in the interest of Increasing effidency and reducinf:j 
federally-«nposed burdens on the states_ The Oepartmenfs avowed intention was to help states 
contaln costs by minimizing the delay in granting required approvals. The Department acknowledged 
that states which are confident their proposed ADP projects satisfy feaera! requirements should not be 
pena,zed by excessive delay In lI1e Oepar.ment's approval See 60 Fed. Reg. 37859 (July 24, 1995). 
On final adoption of the regulation, the Department responded to a comment that the regulation may 
be employed to delay the approval of state requests bY offering explicit assurance that -this Will not 
happen: 61 Fed. Reg. 39894, 39896 (July 31,1996). 

Unfortunately, It appears that this is precisely what has CCCUrre<j with the State's request for approval 
of the TIES RFO. Our concem is that the current and - if we interpret your agency's actions correctly 
potentially interminable delay in the approval of the nes RFO lIlolates the spirit, if not the letter, of the 
prompt action regulation. Certain that this is not the Department's intention, we believe it is reasonable 
to interpret the regulation to authorize the State of Texas to proceed with the TIES project under the 
provisional approval criterta of the regulation. 

The regulation is silent as to the Department's duty and a state's reasonable expectations in cases 
where federal approval takes longer than 60 days. It seems clear, though, that the policy basis for the 
regulation was to bring closure to a precess that unfairly delays and adds costs to proposed state 
action. The Department's actions imply. however, that it interprets the regulation to permit an extension 
of the period of review for an additional 60 days upon delivery of written notice 1:0 the state. This 
application is plainly at odds with the Departl'nent's justification (or me rule. 
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Secretary Donna E. Shalala 
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If the regulation is to apply in this instance, we think the more reasonable application would be to 
~it the Oepartment to reCeive ~. additional 60 days to review a state request for approval when it 
either (1) requests aMrtionai information from the state or (2) receives information ftom the state in 
response to such a request Under thiS interpretation, the Department would be required. WIthin the 60 
days foltowing the request 0( receipt of information, to provide the state a written approval, disapproval, 
or request tor additional information. Mr_ Ragan's tetter of January 31, then. would not extend the 
Department's review period because it did not provk1e approval, disapproval, or request additional 
information from the State, 

Aecordlngly, under this reading of the prompt review regulation. the State of Texas was deemed to 
have provisionally met the pn'or approval conditions of regulations, at the earliest, on January 18, 1997 
(60 calendar days following November 19, 1996, the date of the Department's request for more 
information) or February 11, 1997, .t the latest (60 days following the State's December 13, 1996, 
submission in response to the November 19 request), 

Based on this understanding of the regulation, my staff is proceeding with final preparation of the TIES 
RFO for formal release to the marketplace, If we are Incorrect in our reading of the regulations, we 
believe ;t is the 'Oepartmenfs responsibility to so advise and provide the State of Texas information 
ne~ssary to fulfill 'the prior approvaJ requirement If we receive nQ direction from the Department by 
february 28, 1997, we will assume you concur in our reading of the .egwations and we will formally 
issue the nes RFO. 

We have conducted the dialog with our federal partners in the utmost good faith and in the spirit of 
partnership. We think this commitment is critical to the uffimate success of the TIES proiect Almost 
without exceptJon., our federal counterparts have been extremely helpful in providing my staff useful 
advice and direction. Their input has been indispensable to ensuring the success of the project. Yet, 
despite these efforts and repeated assurances of a prompt federal decision, we appear no closer to 
aoproval than we were nearly nine months ago when we first approached our federal partners. To my 
knowledge, we have responded {Of have attempted to respond) to every request for information and 
dartficatlon from federal oversight agencies, We are unaware of any reason why the RFO cannot be 
iSSUed at this time, Mr, Ragan's letter discloses no lingering or insurmountable issues regarding the 
project Thus, we are left to speculate whether the delay in approval is for reasons ot~er than the 
adequacy of the RFO and compliance with federal requirements, 

I agree with Mr, Ragan that a project as large and ambitious as TIES deserves carefui COO$icferation, 
and we are committed, as your staff are, to ensuring that the needs of our dients and taxpayers' . 
interests are protected. However, each month of delay In the release of the RFO costs the taxpayers cf 
Texas. To date, the State of Texas has invested approximately $1.8 million in the plannilig and 
deve!cpment of the TIES pro~ect. Additional expenditures will no doubt be necessarj to accommodate 
further fe<leral delay. 

More Important. we conservatively estimate that each month of c:e!ay in the statewide lmp!ementation 
of integrated enrollment in Texas costs the taxpayers of this state at feast $1Q,ooO,OOO. The Texas 
legislature, in authorizing this project in 1995, instructed my office to direct the savings generated by 
integrated enrollment to fund additional health and human services programs. I estimate that the 
annual savings in administrative costs alone generated by TIES could provide health care coverage an 
additional 150,000 needy Texas children. Thus, the inability of the federal authorities to fulfill their 
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responsibilities frustrates the intent of the Texas Legislature and IS bof1'ie directly by our agencies' 
clients and the citizens of Texas. 

I regret that this action ~as beo::ltne necessary, but it is my duty to ensure the intent of the Texas 
legislature 1s implemented and the interests of the peopfe of Texas are advaneed. We firmly believe 
that the TIES projed is the right thioglor recipients of pubUc ...islance and the State of Texas, and it 
is long overdue. I understand our effort&: have been criticized by people whose interests may be to 
preserve the status quo. Unlike your staff. these persons either have not taken the time to consult with 
us, have not given us the courtesy of an open and honest discussion of the issues, or have chosen to 
ignore the dear commitments 'tole have made to improve service to our clients and give value to the 
taxpaye"" 	 . 

We vlew the TIES project as art opportunity to realize President Clinton's vision of a nation where the 
important and critical decisions of govemment are made dosest to the people whose lives they affect. 
We also share his beUet that restoring to the states this responsibility and authority is critical to 
reforming the welfare system and meeting the chaUenges of the next century, And we agree with your 
recent remarks that "when we target our resources responsibiy and Jnnovati've!y> when we team up 
with our private and public partners. and when we act as· tough, savvy managers, the federal 
government 'can help tead tt'ie way in creating a stronger and healthier nation - a nation capable of 
meeting challenges both old and new,· With your help. the State of Texas can follow a similar path. 

Consequently. 1 respectfully ask for your assistance in resolving the apparent impasse over the 
approyal of the Texas Integrated Enrollment Services Request for Offers. As always, we are prepared 
to supply ~ny information you or jour staff may need to reach a prompt and correct decision. 

~t)l!I4(/ 
Michael 0, McKinney, M.D, 

Commissioner 


Attachment 

c: 	 Governor George W, Bush 

Lieutenant Governor Bob 8uliock 

Speaker Pete Laney 

Comptroller John Sharp 
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INITIAL ISSUES 

TEXAS: "PRO~~lNG CHILD HEALTH 

IN TEXAS" DEMONSTRATION 
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o 	 In this nix year, Statewide demonstration, Texan would amend 
tho Aid to Families with Dependent Children (AFDC} program 
by requiring that all pre·school age children within a 
houaehold be il'l',munized Ill) a condition of receiving AFDC. 
The demonatration would impo&e a $25.00 sanction per child. 
per houa.ehold at each six month periodic revie..... for each 
pre-aohool child not immunized on the recommended -achedule. 
It appears that the $25.00 per child per household sanction 
would have no maximum, Does the State have any evidence 
that a Banction of more than $25 io necessary to get the 
caretaker to comply? If SOl has the State considered a more 
progressive sanction or a maximum limit? 

o 	 The proposal etate& that pereon$ re~eiving AFDC benefits on 
behalf of a child may be exempt from the sanctione for good 
cause/ i,~ .. a medical oondition which makeo i~~nization 
undesirable, or the parent or legal guardian of the child 
objects to immu.:lization for religious reasons. 
Additionally, a family would be exempt from the oanction if 
the child were ill when an immunization was due, and they 
show a good faith effort in getting the child immul::lzed and 
intend to continue with the immunization proceee, The 
propoeal further notes that Medicaid does not cover the full 
coat of immunizations making it difficult to find providers 
because they have to pick up extra adminiacrative coats. 
Would Texas be willing to aseist familiee who have probleme 
finding a provider, or add :'..ack o! access to provl.dera a.s a 
good cauoe exemption? Additionally, the propooal noteo that 
language can be a harrier to immunizations. Effective 
cOI'fIml,lnicatioll is neceauary to communicate the need for the 
immunizations and schedules. would Texas he willing to 
aasiet familiee in fi~ding a bilingual provider, or aleo 
ii\ddiug this as a good cause exemption? 

o 	 A critical coneideration for approving welfare reform 
demonstrations is that a rigorouB evaluation design be 
employed to allow un ~o reliably meanure impactn related to 
the waivers. 

Neither eot~bliohing experimental and control groupo baaed 
on the office to which cliento go for ae6ie~ance, no~ 
OtGBuring that these popUlations are comparable I as you have 
propoeed, will accomplioh this objective. 

The pre£ert'ed research deuign is random ali"'~i9u!li!;;'cnt: of 
individu;:3.l C:'l<)eo. Random af)algn~ent may be Scatewide or 
rest.ricted to a litrdted nt<.mher of geographic areae which 
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provide a large enough caBeload to measure significant 
effectB. 

o 	 Federal matching funds are requelitecl for all costa incurred 
ao a reault of thio de~onotra~ion. If approved, the 
demonstration mue!;. be coat neutral to the Federal government 
with reapect: to AJi'DC', Food Stamps, Medicaid, and Emergency 
ABoiatance benefits,und adminiotrative coste. We will reatch 
coets to the extent that there ie net coat neutrality over 
the full period of the demol1stration. 

Random assignment alao provides a mechar.iem for deternining 
coat 	neutrality, in that the control group can be used to 
estimate what coeta would have been in the absence of the 
demonatration, 
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November 14, 1994 

Mr. Bruce Reed 
Deputy Assistant to the President 

for Domestic Policy 

The White House 

1600 Pennsylvania Avenue, N.W. 

Washington, D.C. 20500-0006 

Dear Bruce: 

Lieutenant Governor Bullock has requested the Comptroller's Office to develop potential 
options for reform. of the state's welfare system. Our analysts have just completed a drafl of 
the paper - "Texans Achieving Independence: Public Assistance Reform Options." The 
package covers all areas of welfare reform, from preventing dependency to controlling fraud, 

lBCfore the,p_aper;is:released:~iAm:;;OliCiiing,£9.IDrnen'ts:fiOiifP.U~s:si!!!i.hc'e-~~s~sl!ch·as] 
. ~~.o!.itself,=;Any~comments,'isuggest1ons and mSlght you could share will ralse the overall value 

-" of the project. 

Because of our tight schedule. it would be a great help if we could have any comments and 
suggestions by November 21. You may send your comments to the attention of PhyHis 
Coombes, Project Manager, Research Division. Please send your comm:;nts overnight by 
using our Airborne Express Account Number 666-80387. 

If you have any questions, please reel rree to COntact Phyllis Coombes, at l·gQQ·531·544I, 
extension 3-4973. Thank you for raking the time to review this document. We are looking 
forward to receiving your input. 

Billy Ham; 

Deputy Comptroller 


Enclosure 
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The Vision of Public Assistance Reform 

The federal welfare system was created in 1935 to aid widows and children. Today, 

Americans widely view this system as one of the primary forces holding some families below the 

poverty line, The public perceives that the welfare system fails 10 get poor people back on their 

feet and into jobs. Many welfare redpients who do find full-time work wind up less well off than 

when they lived on welfare, 

As a rtsuJI, efforts are under way across the natton to encourage welfare recipients to 

become self-sufficient through training and employment. Concerned about long-term welfare 

dependency, increases in caseload. teen pregnancies and out-of~wedlock births. almost aU state.,1i 

are implementing or exploring welfare refonns, 

At the request of Lieutenant Governor Bob Bullock, the Comptroller has developed a set 

of recommendations to improve Texas' publiC assistance programs and to try new, more cost~ 

effective methods of providing critical services to the state's neediest citizens. These initiatives 

draw on exemplary practices in other states, on federal proposals and on the views of a range of 

Texans with an interest in this issue. Our report proposes Texas.-specific solutions as part of a 

Jegislative package on welfare reform. 

These proposals differ from other states' public assistance reform efforts in several 

important respects. 

Fil"5t. the package of proposaJs in this report is revenue-neutral. Efficiencies gained from 

streamlining current operations and maximizJng federaJ revenues would be used to finance 

demonslratjon projects to test new approaches to welfare reform. Of course, the primary goal is 

to layout a broad range of sound options for the legislative leadership to consider. 

Second, these proposals go beyond welfare programs. Some lnitialives seek to reduce 

welfare dependency by preventing dropouts and improving school-to-work transition and adult 

Htemcy-measures to keep at-risk individua1s from entering the system in the first place, Other 

initiatives are part of a broader effon to strengthen Texas' work force. 
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Third, these strategies are tailored to meet the needs a/Texans. Texas has a relati~ely 

large low-income population and is very diverse both economically and demographically. There 

is no single rational "model" for welfare cefonn, and a "one size fits all" approach may not work 

throughout the state. OUf proposals would give Texas' local governments greater resources and 

opportunities to design their own training, employment and other programs. 

Fourth, to avoid the "bleeding edge" of reform, we do not recommend statewide 

implementation of largely untested programs. Rather. we propose demonstration projects to test 

the feasibility and appropriateness of ideas that appear to have merit but-like many reform 

proposals-have no track record. These demonstration projects typically require federal waivers. 

The initiatives in this package seek to accomplish five major goals: 

• prevent Texas' "at-risk" population from becoming dependent on public assistance; 

• keep Texans from returning to the welfare rolls once they leave: 

• enable Texans with disabilities to leave public assistance; 

• encourage personal responsibility; and 

• streamline the system and reduce fraud and administrative errors. 

In developing this multi-part refonn strategy, Comptroller analysts sought advice from 

national and stale experts on public assistance, including the officials and senior staff of health 

and human service agencies. In June and July 1994, the Comptroller held roundtable discussions 

to elicit the opinions of state agencies and other organizations with a stake in welfare refonn. 

Comptroller staff coordinated their efforts with those of the Senate Joint Interim Committee on 

the Family Code and the House Committee on Human Services Interim Study on Welfare 

Reform. which also held public hearings in the summer of 1994. 

Comptroller analysts surveyed other states, collected state and national data and visited 

welfare offices in several parts of Texas to get a first-hand look at the processes and to discuss 
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refunn efforts with front-line employees. Consultants with extensive knowledge of the public 

assistance system helped evaluate current processes and recommended reforms. 

CiuJnglng the Focus ofthe Welfare System 

The main adminjstrative activities of Texas' current welfare system are detcmtining the 

benefits for which clients are eligible and ensuring that the right amount of money gets to the 

right people. While those functions are important. the system places little emphasis on breaking 

the cycle of welfare dependency. If the federal government funded these programs according to 

how many people leave the welfare system, rather than how many people the system serves, the 

results might be quite different 

The Comptroller's Texas Performance Review. in its report entitled Gaining Grouml: 

Progress and Refoml in Texas Government, has recommended creating a new state agency to 

take charge of all major work force development programs tn Texas. This new agency wouJd 

operate job training programs now administered by the Texas Department of Human Services, 

Texas Department of Commerce. Texas Employment Commission. Texas Education Agency and 

other agencies. 

A single agency in charge of work force development, education and employment could 

focus Texas' efforts to help families learn to support themselves, The new agency's success 

would be measured. among other indicators, by how well it gets Texans out of the welfare 

system and into jobs. Some of the recommendations in this report depend on the creation of that 

agency. 

Reforming public assistance in Texas will not be easy. but this report lays out many 

options to reach that goal. These refonns aim not only to deliver benefit<i more efficiently. but to 

encourage recipients to view their benefits as transi(ional aid. Public assistance in Texas should 

'nor be a way of life~ ir should be a means to achieve permanent independence. 
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The foundation of the public assistance system in Texas and other states is Aid to· 

Families with Dependent Children (AFDe), a cash grant 10 families in which children are 

deprived of parental support. AFDC families become eligible for other assistance programs such 

as Medicaid and food stamps. which also serve some families who do not qualify for AFDC 

Food stamps are 100 percent federally fuoded, while Medicaid and AFDC are partially funded by 

state matching funds. 

States must provide Medicaid services for families receiving AFDe. When a family loses 

its AFDC cash assistance. it also loses Medicaid benefits unJess it qualifies for transitional 

benefits, Several federal laws require states to extend Medicaid to other categorically needy 

groups. including pregnant women with children up to age 6 and children born after October 

1983 in families below tbe poverty leveL 

Mos' AFDC families 3lso qualil'y for food slamp'< Although AFDC rules do no' count 

food stamp benefils against AFDC eligibility, lhe food slamp program does consider AFDC cash 

aSSistance, reducing the food stamp benefit by 30 cents per dol1ar of income. 

Only very poor families may receive AFDC.ln fiscal 1992, 6 percent ofTexa,' AFDC 

families reponed earned income in addition to their AFDC payments; their income averaged only 

$214 per month< 

In 1993, Texas' AFDC payments tOlaled $533S million< That year, more than 2<6 million 

Texans received food stamps, up 43 percent from fiscal 1990; the value of food stamps 

distributed lotaled $2<2 billion< 

A typical Texas family receiving AFDC includes a single female caregiver and two 

children who receive no financial support from their father, In 1994, the'typical Texas welfare 
< 

family received benefits totaling $752 per month: $188 in AFDC peymen", $269 in Medicaid 

and $295 in food stamps. Texas' monthly AFDC grant is the nation's third lowest after 
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Mississippi ($12Q) and Tennessee ($185), Tellas also is among the lowest in per-capita Medicaid 

expenditures, 

In slates like Texas that provide low AFDC benefits. Medicaid is the primary driver of 

public assistance costs. Since Texas' Medicaid progJ"J.ffi began in September J967. the state's 

costs have soared. From 1989 to 1993, cOstS rose by more than 20 percent annually. During the 

1994-95 biennium, Texas will spend $18,6 billion in state and federal funds for Medicaid-26 

percent oftbe total budget, more than public safety, corrections and transportation combined. In 

the biennium. 13 percent of all state dollars-$6.7 billion-will go to Medicaid. L 
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Program History 


Early American colonists modeled the new country's public relief system on principles of 

the British system, contained in the Elizabethan Poor Law of 1601 and the Law of Settlement 

and Removal of 1662. Three lasting principles of the "poor laws"' were that: 

• local communities are responsible for providing support for the poor, 

• people are responsible for supporting their poor relati Yes, and 

• towns are responsible only for their own residents, 

The Law of Settlement required an individual's original1egal residence to provide all 

needed aid, If an individual moved to a new pariSh, did nor own property and could not guarantee 

that be or she would not seek public relief in the future, the parish could send the individual back 

to the original legal residence, 

In the early stages of the U.s, welfare movement, communities implemented a wjde range 

of state. local and community laws and prd.C(ices. Geogf'dphy, economic conditions and social 

attitudes influenced these laws. In 1682. Pennsylvania financed care for the poor with county 

taxes distributed by the courts. The overseer of the poor sent children to work or to apprentice 

with anisans or tradesmen, if their parents were unable to support them. In 1766. Pennsylvania 

passed legislation autnorizing the construction of workhouses in Philadelphia. and a 1798 law 

authorized the state's counties to buy land for poor farms. 

Poor fanns were not as popular in southern stales as in other parts of the country. In 

South CaroHna, for example, even though poor farms were available, the law allowed locaJ 

officials to give aid to poor people Hving with their relatives rather than force them to live in 

poorhouses" 

When Fr..mklin D. Roosevelt became president in 1933, a third of the nation's workforce 

(12 million to 15 milHon people) were unemployed. and an estimated 18 miHion people were 
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receiving public relief. Congress passed the Federal Emergency ReJief Act soon after Roosevelt 

took office. This was the first U,S. law that addressed welfare as a national rather than a iocal 

problem. 

In 1933, the average national momhly assistance grant was S15. Although the federaJ 

government preferred the convenience of cash payrnenl~. it authorized local communities to 

disburse funds through cash, vouchers or supplies. Later that year, President Roosevelt 

introduced ajobs program called the Works Progress Administration to provide work for the 

able-bodied in exchange for government aid.2 

Aid 10 Families with Depemient Children 

The Social Security Act of 1935 established the Aid to Dependent Children (ADC) 

program, later renamed Aid to Families with Dependent Children (AFDC). The purpose of ADC 
. 

was to preserve family life by enabling mothers [0 stay home with their children. As initially 

dmfted. the law provided aid to children age 160r younger living in "homes in which there was 

no adult person, other than the one needed to care for the chHd/chHdren, who was able to work 

and provide (he family with reasonable subsistence."] The original draft would have provided 

support to families in which the primary breadwinne-rs were ill. disabled, unemployed or 

underemployed, As enacted. however. the law provided support only to children who were 

deprived ofsuppon due to a parent's death. physical or menta) impainnent or absence (through 

desertion, divorce or confinement in an institution). In practice. children did not receive aid as 

long as their fathers lived at home. 

Under ADC. the federal government contributed $1 for every $2 spent by states up to $18 

for tbe jjrnt cbild and $12 for each additional child. Tbe average national payment was $31.73 

per family. The federal government provided less in ADC payments than in its 50~50 matching 

grant.. for the aged, poor and blind. and provided no money for ADC mothers, 

In J988, the federal Family Support Act expanded AFDC with an emphasis on work and 

child support Its main goal waS: to help parents and children obtain education. training and jobs. 
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The program provides cash payments to needy children deprived of parental support if the father 

or mother is continuously absent from the home or is incapacitated. unemployed or deceased. 

AFDC also provides cash assistance to the caretaker living in the home with the chHdren.'; 

Food SUlmps 

The federal Food Stamp program provides food coupons to famiHes with low income and 

assets, regardless of family type or marital status. The U.S. Department of Agriculture 

administers the program nationally, and state weJfare agencies administer it locaHy. 

A federal food assistance program introduced during tbe Great Depression of the 1930::. 

was a forerunner to the current Food Stamp program. The government distributed ~urplus food to 

the hungry to help the thousands who stood in bread lines as well as fanners who were unable to 

seU their produce. This program evolved into the Food Stamp Plan, under which families 

exchanged money for stamps to buy regular food items and received additjonal stamps to buy 

designated surplus foods at retail. The Food Starnp Plan was discontinued in 1943, when World 

War n reduced food surpluses and unemployment. 

The depressed economy of the mid-1950s renewed public interest in providing food to 

the needy. The Food Stamp Act?f 1964 established the current Food Stamp progmm and 

authori7.ed expansion in states that wished to take part. In 1971. the federal government set 

uniform standards of eligibility and reqUired an states to inform low~income individuals of the 
. 

availability of food stamps. (n 1972. the Texas Legislature initiated a statewide Food Stamp 

program. The federal program went nationwide in 1974. and progf'dffi provisions have been 

modified several times since then.!i In 1987, Congress created the Food Stamp Employment and 

Tnlining program for food stamp recipients. 

Medicaid 

The federal Medicaid program. pan of President Johnson's War on Poverty, was created 

by Title XIX of the Social Security Amendments Act of 1965 to ensure access to health care for 
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low-income individuals. Medicaid is a kind of basic heallh insurance for the aged, disabled and 

those with chronic or long*term care needs. The program does not pay benefits to covered 

individuals but pays their health care providers directly. 

A 1989 federal law expanded slate Medicaid services for children. The new language 

requires that all state programs must "cover any medically necessary service that is needed by a 

Medicaid-eligible child, as long as that service is allowable under the federal Medicaid laws."6 

Medicaid is jointJy funded by the federal government and the states. The federal medical 

assistance percentage (FMAP) is based on a formula using the average state per..capita income 

compared to the U.S, average. FMAP rates are updated annually. CUITemly, the maximum 

FMAP is 83 pereenl and the minimum 1S 50 percent For fiscal 1994, Texas' matching rate was 

64.18 percent: Mississippi had the highest match. 78.85 percent. Twenty states matched federal 

funds at the minimum FMAP of 50 percent 

Job Opportunities and Basic Skills 

The Family Support Act (FSA) of 1988 required slales to establish a Job Opportuoities 

and Basic Skills (JOBS) program to help needy families with children avoid becoming long-tenn 

welfare recipients. JOBS. which replaced the Work Incentive program. provides AFDC families 

with education. training and employment service...;; [0 help them become self~sufficient. Services 

include chHd care for those who participate in approved education or training activities. Those 

who find employment receive transitional child care and Medicaid for 12 months" 

FSA emphasizes the responsibility of both the custodial and the non-custodial parent 

Parents receiving public assistance must participate in job training programs and seck 

employment. The non-custodial parem must pay child support. Title I of FSA increases child 

support enforcement efforts and seeks to improve the states' pcrfQnnance in establishing 

paternity for out-or-wedlock births and enforcing child support orden;} 
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Poverty, Welfare and AFDC Caseload Growth 

Texas historically bas bad a relatively high poverty rate but stringent eligibility 

requirements for state welfare programs and a Jow level of benefits, As a result, participation in 

AFDC has been fairly low. Over the past 10 years, however. the state's AFDC caseload has 

burgeoned, largeJy because of the rapid increase jn the number of female·headed households, and 

because of changes in AFDC benefits and the state economy: In the future, the AFDC caseload 

will c,ontinue to grow, but at a more moderate pace. 

Poverty in Texas 

Poverty is. more pervasive in Texas than in the U,S, as a whole. In 1993.3.2 million 

Texans-I 7,4 percent of the state population-lived below the poverty line of S11.521 for a 

famity of three. defined by the U.S. Bureau of the Census, In comparison, about 15.1 percent of 

all Americans are poor, 8 Texas, like many southern states. has historically exhibited relarively 

low h.ousehold incomes and a relatively high poverty rate because -of low industrialization and 

wage rates, lower levels ofeducation and job skiHs and a Jarge rural and minority population,9 

Texas' high poverty rate in comparison to the U.S, is associated with the state's relatively 

large Hispanic population. Poverty rates by race and ethnicity are fairly similar in Texas and the 

U.S. Roughly one-third of African Americans and Hjspanics are poor. versus to percent to 15 

percent of whites, 10 Hispanics represent 26 percent of Texas' population versus only 9 percent of 

the U.S. population. 

As a result of the relatively strong family and working traditions in Hispanic 

communities, Texas has a relatively large number of poor two-parent families with working 

parents. In Texas, about haJf of poor families with children have two parents present. In contrast, 

oniy about 35 percent of poor families in the U.S. are headed by both parents. j I In addirion, 

about twowthirds of adl1iL, in Texas' poor families with children are employed. compared to 

fewer than haif of adults in comparable poor families across the nation. 12 
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Short-leon changes in the Texas economy appear to have less effect on poverty than do 

broad demographic trends. Despite major fluctuations in economic conditions. Texa<;' poverty 

rate has remained in the range of 16 to 18 percent since 1982 (see Figure 1). In both Texas and 

the U.S., long~fcnn structuml trends-including the rapid growth of female-headed families, 

particularly those with never-married mothers. and declining real wages among low-income 

workers-primariJy account for the growing number of poor. 

The number of poor, femalc~headed famHies is growing rapidly. In Texas. the number of 

female-headed fnmilie:- with children under 18-of which nearly half are poor-rose by one

third from 1983 through 1993. In the same period, the number of families with children under 18 

headed by never-married mothers-two-thirds of which are poor-almost doubled. B 

The reasons for the rapid growth in tbe number of never-married mothers are not well 

understood, Some of this trend appears due to the decline in the "supply" of marriageable men 

because of declining real wages and employment rates among young men, Some may reflect 

reduced incentives for wornelllO marry due to the improving economic po~ition of women. 

Finally', part may be due simply to the postponement of marriage and the growing social 

independence pf women in American sociely. 14 

Declining real wages add to the poverty problem. Because of relatively stagnant real 

wages and the loss of low~skilled. relatively high«paying jobs. the average inflation~adjuslcd 

income of the poorest 20 percent of households in Texas: declined by nearly 15 percent from 

1980 to 1990.'5 

The economic well~bcing of households typically is discussed in terms of the official 

poverty threshold. first established by the U.S. Social Security A'dministration in 1965. Today. 

the official poverty threshold is seriously outdated and probably Significantly understates the 
, 

. level of income needed to make ends meet in modem America. Updated e.stimates indicate that 

the level of income a family needs to establish self-sufficiency today is at least 50 percent above 

the official measure, 16 Still. this report refers to the official poverty threshold because it is used 

in most welfare-related programs to establlsh eligibility and benefits. 
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Welfare in Te:ms 

Texas' welfare program is characterized by stringent income eligibmty requirements and 

relatively low bene filS. To qualify for benefits initially, a single parenl with two children may 

earn no more than 60 percent of poverty. compared to 80percenl of poverty on average 

nationwide. After receiving benefits for one year. a Texas family loses all benefits jf its annual 

earnings exceeds $6,000. Nationally, the Same family could earn up to $8,500 per year on 

average before losing benefits. I? 

In fiscal 1994, an average of 277,000 families, or 781,500 persons, received AFDC and 

related benefits in Texas. IS The typical AFDC family-a mother and two children-received a 

maximum AFDC grant of$188 per month, or about $2.250 annually, less than 20 percent of the 

povcny level, AFDC families. however. automatically qualify for food stamps and Medicaid 

benefits. The total combined value of AFDC. food stamps and Medicaid in Texas-about $9,350 

annually-is about two~thirds of the income from a full-time. minimum-wage job (including 

additional income from the Earned Income Tax Credit and the cash value of food stamp benefits) 

and three-quarters of the poverty threshold." (See Figures 2 and 3.) 

The typical Texas AFDC caretaker (household head) is a single 30-year-old female with 

12 or less years of schooling, no current employment and no additional outside sources of 

income. The typical family includes an average of two children, one of whom is of preschool 

age, About 40 percent of Texas AFDC caretakers are Hispanic. 35 percent are African American 

and almost one-quarter are white. 20 Almost half have never been married.21 Allhough data are 

not available for Texas, slightly more than 40 percent of the caretakers on nationwide AFDC 

rolls are single women who were teenagers when they gave birth to their first child. 22 

-
Especially in Texas, AFDC largely excludes most of the "working poor." Except for 

participants in Texas' small AFDC-UP (Unemployed Parent) program; federal and state 

requirements automatically exdude the hulk of the 55 pen::ent of poor famities in Texas in which 

the parents are still married. About 20 percent of Texas' poor population who live in single-
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parent households are also automatically excluded. 23 Even within the target group of poor 

female~headed families with children under 18, only about 45 percent receive AFDC benefits in 

Texas, compared to 60 percent of ~uch families in the U,S.24 

An overwhelming majority of caretakers begin receiving APDC benefits because of a 

change in their family circumstances. Nationalty. more than 80 percent of householders begin 

receiving benefits because of the mother's divorce or separation or when an unmarried woman 

starts a family by having her first child (see Figure 4). 

Demographic factors also playa major role in exits from the welfare roils. About 30 

percent of mothers leave weJfare because of marriage; another 15 percent do so because they no . 

longer have an eligible child or the number of family members has decreased (see Figure 5). 2S 

Work is another significant factor affecting movement off the caseload. About 40 percent 

of exits from Texas' AFOC roUs are work-reJaled. 26 These new workers, however. are unlikely 

to find permanent jobs. National figures indicate that about two-thirds of recipients who leave 

AFDC because of work are likely to return to the rolls within five years. 27 

The role of work in the lives of AFDC caretakers is the subject of fairly intense debate. 

Officially. slightly less than 6 percent of Texas' AFDC households have earned income, 

averaging about $214 per month. 28 Because reponing earnings oftcn threatens a recipient's 

AFDC eligibility, however, these official statistics greatly understate the role of work in 

recipients' lives. Nalional figures indicate that at !ea"t 40 percent of AFDe mothers either 

combine welfare and work or "cycle" between welfare and work over their lifetimes.29 State 

surveys indicate that 35 percent to 40 percent of AFDC recipients have worked at some time in 

the past year.1O 

Even these survey fCSUJtS. however, may understate the importance of work in making 

ends meet in AFDC families. In~deplh interviews with welfare mothers in four U.S. cities 

indicate that almost 40 percent of recipients. supplement their household income with "off-the

books" earnings .in the "informal" economy. 31 
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Most welfare recipients, however. cannot rely on full-time employment for an ex·tended 

period. While about one~lhird of nalionwide AFDC recipients in 1988 worked al some time 

during the year, only 6.5 percent worked on 11 fuH- or.parHime basis for the entire year.Jl 

Because of low wage rates, poor job security and lack of medical, child care and other benefits in 

the jobs available to welfare recipients, many mothers view welfare as a type of "unemployment 

insurance" as. they repeatedly cycle between welfare and work,33 

The lack of health insurance coverage in most low-wage jobs appears a particularly 

important barrier tu employment fOf welfare mothers. Fewer than 40 percent of female heads of 

families with chiidren are covered by private health insurance. Some analysts have estimated that 

extending private health insurance to ail female workers would decrease the national AFOC 

caseJoad by more than 1 ~ percent and increase the employment rate of fema)e family heads by 

almost 15 percent.34 

The welfare population is not static. About 60 percent of Texas welfare recipients have 

been on the rolls one year or Jess during the latest "spell" or period of continuous receipt of 

benefits. When all spells are considered. about half of Texas AFDe caretakers have received 

benefits for two years or less (see Figure 6 ).35 Although the average Texas beneficiary will 

receive benefits for only a little more than one year in the current spell, most will eventually 

return to welfare. Nationally. about three~quarters of caretakers who leave AFDC eventually 

return to the rolls within five years. 36 About 55 percent of Texas AFDC caretakers have been on 

the rolls two or more limes and about 30 percent have been on the rolls three or more times (see 

FigureH37 

Overall, Texas' AFDC ca.'ieload appears to comprise three groups:38 

(I) Shorf.lerm recipients (J5 percent) rarely use AFDC; even then, they receive benefits 

for only a short time, They tend to be older white women with relatively small famBies of older 

children. These women have strong educarion and work experience and are temporarily forced to 

tum to welfare~because of family crises such as divorce or separation. These recipients are 

usually able to regain seif-sufficiency ql1Jckly.39 
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(2) Income combiners amI t:yders (60 percent) combine the income of welfare benefits 

and work aodlor repeatedly cycle berween work and welfare, Like the first group, 'these 

recipients are primarily high school graduates with strong previous work experience and have 

relatively small families with older children. Unlike short-lerm recipients, however, income 

combiners and cyclers are likely to be young, non-white mothers who have never been marr.ied, 

Many ulso receive social security and other non-meaos-tested benefits, which often provide an 

additional financtal buffer allowing easier transitions from welfare to work.40 

(3) wng-umn recipients (25 percent) remain on the welfare rons for an extended period. 

This group is dominated by African American and Hispanic mothers who are relatively young. 

huve never married and have relatively large families of younger children.41 These recipients 

have relatively low ievels of educalion, little work experience and generally enler the welfare 

rolls early in their lives,42 

Texas AFDC recipients appear to remain on welfare rolls for a shorter period than tbe 

U,S. average, The 5.0 percent of current Texas AFDC recipients who have been on the rolls for 

lWO years or less compares to about 35 percent of the U.s. caseload. Recipient" who have been 

on the AFDC rolls for five years or more make up only about one~quarter of the Texas caseload. 

versus 45 percent ofthc national caseload:o The median stay on welfare in Texas is about 14 

months, compared to 22 months nationally.44 These differences probably result mainly from 

Texas' relatively stringent income eligibility requiremems for AFOC. 

Even though long tenn-redpienl'i comprise a relatively small portion of the Texas welfare 

caseload at any, time, (hey receive the highest benefits and-because they remain on the cascload 

so long-probably account for most of the program costs. 

International immigration has a relatively small impact on the AFDC easeload. OfficiaJly. 

AFDC pays benefits only to famiHcs headed by legal aliens and to U.S. citizens' children in 

otherwise eligible households. Except in unusual cases. families who are in the U,S, illegally 

may not receive bcnefits. 45 In fiscal 1992, only about 35,000 (13 percen!) of Texas' AFDC 

househotds included iegal aliens. compared to 11 percent or AFDC household'i nationally, 
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Households with legal aliens represent 35 percent of Cali fomi a's AFDC households and J7 

percent of New York's. Also. the $132 average monthly grant to Texas AFDC households with 

aliens is well below the average grant of $166 to non-alien households in the sta[e,46 

Reasons for AFDC Case/oad Growth 

Since 1983, the number of Texas families served by the AFDe-Basic program has 

increased by almost 10 percent per year, from about 105.000c.'O, in 198310270.000 in 1993 

(see Figure 8). Three factors probably account for this r.1pid growth: 

• the rapid growth in the number of female-headed households. 

• changes in AFDC benefits and the state economy that have made welfare more 

attractive toon work to some citizens, and 

• changes in AFDC eligibility requirements ?Jld the qualification process that have made 

it quicker and easier to qualify for benefits. 

The U.S. Congressional Budget Office found that the rapid growth in the number of 

femaJe-headed families explains almost 60 percent of the increase in the national AFDC caseload 

from 1989 through 1992.47 Similar trends are evident in Te,.,.. From 1983 to 1993. lbe number 

of female-headed families with children under Jg and with never-married mothers increased by 

almost 7 percent annuaUy, while the number of families in which the mother was separated or 

divorced increased hy only 1.5 percent per year. Given that about 50 percent of never-married 

mothers use AFDC benefits versus only aboul 25 percent of single/divorced mothers. the 

underlying growth in Texas' AFOC caseload due solely to demographic factors wa'i about 3.5 

percent per year.48 

Economic factors have contributed to AFDC cat.;eload growth in two ways. First, since 

1983, the real value of AFDC~related benefits has increased by about 10 percent, mainly because 

of the increased cost of Texas' Medicaid program,49 AI the same time, real wage rates in 
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retaiHng-the most typical work alternative to welfare-have declined by to percent.50 This 

shifl in the benefits of AFDC versus work probably explains much of the growth in the AFDC 

caseload during this period, Second, the state economic downturns in 1982-83. 1986-87 and 

1990-91 added even more to AFDe caseload growth. Since 1982, caseload growth during 

economic downturns ha..;; averaged twice that during economic expansions, 

Changes in slate and federal eligibility requirements and the qualification process also 

may have increased Tex<l:';' AFDC rolls somewhat. Since 1982, federal income "disregards" for 

work~re)ated expenses of AFDC clients increased twice. in October 1984 and more significantJy 

in October 1989.51 The availability of the new JOBS job-training program in October 1990, 

combined with greater dissemination of infomtation on state welfare benefits as required by the 

Family Support Act of 19815, also may have increased the number of AFOC clients. Finally, 

Medicaid outreach programs in state hospitals. along with efforts of the Department of Human 

Sefvices to automate the eligibility process, may have identified more potential AFDC clienfs 

and made it faster and easier to qualify for benefits,S2 

Appendix A describes the Comptroller's regression model of the factors influencing 

Texas' AFDC caseload growth. This model indicates thal demographic factors-particularly the 

growth of female-headed households-account for about 35 percent of (he 168,00() increase in 

the state's AFDC caseload from 1983 to 1993. Additional families headed by separated/divorced 

mothers accounted for about 7 percent of Texas' total caseload increase, while new families 

headed by never-married mothers accounted fOf 28 percent of [he gain, 

Nearly 60 percent of Texas' caseload growth has resulted from changes in the trade~off 

between welfare and work, The 10 percent increase in real AFDe benefits. mainly due to 

growing Medicaid costs, accounted for about one-quarter of the caseload increase. while the 10 

percent decline in real wage rates in retailing Recounted for one~third of the gain. 

These results illustnlte the significant role of the availability of health insurance in the 

de~j$ion 10 use AI-TIC rather than work. Because of growing medicaJ costs. polential AFOC 

mothers who have children with health problems often have little alternative to going on welfare, 
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when the only other choice is to take a job in retailing with declining ieal ~:g;" .~~ ii~cJ'h 
msurance coverage. 

The final factor significantly affecting the growth in the state AFDC caseJoad since 1983 

is the implementation of the JOBS program in October J990. The attractiveness of expanded job 

training and child care programs under JOBS led to a one-time increase of about 5 percent to 10 

pereen{ in Texas' AFDC caseload. 

Overall, the health of the Texas economy. as measured by job availability, appears to 

have had liule effect on AFDC caseload growth over the past decade. In fact, job avaHability was 

marginally better in 1993 than in 1983, slightly reducing the potential number of welfare 

recipients. Changes in job availability, however, have slgnificantly affected Texas' AFDC 

caseloads in periods when the state economy has moved from recession to recovery or vice versa. 

The implications of current demographic and economic trends for future poverty and 

welfare in Texas are not reassuring. The rapid growth of female-headed families. particularly 

those headed by never-married mothers. wiH continue. This growth of families highly vulnerable 

to poverty wi)) make it hard to reduce the stale poverty rate significantly. even with a healthy 

economy. In addition. although the Texas economy will remain healthy. real wages are likely to 

remain stagnant as health care costs continue to soar. 

These trends suggest that although AFDC easeload growth will slow in good economic 

times. it is likely to soar when the economy turns sour. On average. Texas' AFDC cascload 

should continue to grow at an average rate of about 5 percenl per year through 2000. 
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Figure 1 
Texas and U.S. Poverty Rates, 1982 to 1993 
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Figur. 2 Chart 
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Figure 2 

Estimated Value 01 Monthly Benefits and Services for a Typical AFDC Family· 


Fiscal 1995 
Federal Poverty levsl = $1.027 

• A typical AFOC family in T6lC8S consists at a Single lemale caregiver and two children. 

IFOod Stamps: $304: 

SOURCES: Texas Department of Human Sefvices and LegistalfVe Budge! Board. 
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Figuro 3 Chart 

Figure 3 
AFOC Eligibility and Elenefits in Te •••, Fiscal 1995 
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Figure 4 Chart 

Figure 4 
Events Associated with the Beginning of AFDC..aasic Spells 
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Figur. 5 Chart 
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Figure 5 
Events Associated with the Ending of AFDC·B.sic Spells 
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Figure 6 

Share of AFDC·Basic Recipients by Period 

of ContinuQus Receipt of Benefits, 


Fiscal 1993 


Percent of Recipien15 
Time On AFDC·Basic All Speu, Latest Spell 

I Year or Less 325% 81.0% 
\-2Ycars 16.3% 15.6% 
2-3 Years 10.9% 7.4% 
3-4 Years 8.2% 4.7% 
4-5 Years 6.7% 3.5% 
5-6Years 5.1% 2.3% 
6-7 Years 3.1% 1.4% 
7-8 Years 2.6% 1.1% 
8-9Years 2.1% 0.8% 
9 - !OYears. 1.9% 0.5% 
!O  11 Years or more 10.7% 1.8% 

Total 100.0% 100.0% 

SOURCE: Texas- Department of Human Services, 



Figure 7 Chart 
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Figure 7 

Number of Spalls of Texas AFOC Recipients, 1990 


60% " 


Number ct Spell$ 1 


SOURCE: UnJversrty 01 Texas Center For The Study Of Human Resources 

40% 

20% 

10% 

0% 

2 3 4 5 or more 


Page 1 




Figura 8 Chart ' 
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Figure 8 
Tex•• AFDC Caseload Growth, 1982·1993 --.. 
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Regional Variations in the Profile of Texas AFDe Recipients 

From [he standpoint of welfare reform. the most lmportant charJ.cterisrics of AFDC 

recipients arc their education, age. access to jobs and length of time on the welfare rolls. 

Analysis of Texas' adult AFDC caseload for fiscal 1993 shows that these characteristics vary 

substantiaUy for recipients in Texas' 10 economic regions. Tables 1 and 2 show economic 

, and dernogr.tphic characteristics relevant to welfare refonn for each region. 

Educational Attainment 

A strong jnvcrsc correlation exists between the percentage of a region's population 

that relIes on AFDC and the percent of adults in the region with high school diplomas or 

OED certificates. In a preliminary analysis. the percentage of adults over 25 with at least a 

high scbool diploma or GED accounted for almost half the variation in adult AFDC 

participation in the 10 regions., 

In South Texas, which has the highest AFDC participation of any region with more 

.han 6 percent of.he popula.ion on AFDC in 1993, slightly more than 63 percent of adults 

age 25 and older have high school diplomas Qr GEDs, In comparison. just over 3 percent of 

residents in the Metroplex region were on AFDC in 1993, and more than 78 percent of 

Melroplex adults have high school diplomas or OED,. 

There is also an inverse correlation between educational attainment and long-term 

dependence on AFDC The percentage of a region's AFDC enrollees with at least a high 

school diploma or OED has the strongest association with how many enrollees will be on the 
• 


rolls for more than two years. While county educational levels ~ppear n main-if not the 


main-predictor of the county's initial AFDC enrollment. however. its relationship to the 

county's long-term dependence pattern is less clear. 

Unempwymenl Rates and Job Availability 
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As might be expected, a strong correl.,ion exists between AFDC re,iaDREt;': ! 
unemployment rates. As Maps I and II show, counties along the Texa~Mexico border have 

both the highest jobless rates and the greatest AFDC participation in Tex'-ls. 

Much of the correlation between unemployment rates and AFOC partidpation may 

actually be related to educational attainment. Unemployment appears: to explain most of the 

variation in AFDC participation rates until educational attainment i~ factored into the 

equation. If education and unemployment are both consldered. however, unemployment is no 

longer significant. 

For example. aUhough the Upper" Rio Grande region has higher unemployment than 

South Texas-12,2 percent versus 10.4 pen::ent-AFDC participation is only 5.2 percent in 

the Upper Rio Grande. compared to South Texas' 6.4 percent This variation is explained 

partly by the Upper Rio Grande's slightly higher high school gmdu.'ion rate (63.5 percent 

versus 63.2 percent). 

No correlation appears fO exist between county unemployment rates and the amount 

of time individuals spend on AFOC. 

There is a correlation between the number of jobs avaiiabJe in the community and 

both overull AFDC participation rates and Jong~term dependence on AFDC. In both cases, . 

however, job availability appears to be tied to other factors such as educational attainment. 

Long-Term Dependence 

The phenomenon of long-tenn welfare dependence demands much more in~depth 

study. Initial analyses of the major economic and demographic characteristics of Arne 

recipients do not explain the variation in length of enrollment throughout the state. 

African Americans appear most at risk of long~rerm dependence. Statewide. about 73 

percent of African American recipients in fiscal 1993 had been on the roHs longer than two 

years. cOl1}pared lo 47 percent of white recipients and 58 percent of Hispanic recipients. From 

a regional perSpective, Southeast Texas has the highest percentage of African American adult 
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AFDC recipients. 5l percent. and the highest percentage of recipients who hay n tJin .1 ~""- <'.~f\I,. ! 1 " 
welfare longer than 10 years, 15 percent This pattern is by no means universal. however. 

African Americans make up 47 pcrcenJ of Metroplex AFDC parents. yet only 9 percent of 

Metroplex parents have been on the we,fare rolls longer than 11) years. 

Overall.1irniting AFDC participation to two years would affect somewhat more than 

half the recipients jn nil but 50 counties in the stale. 

Age Distribution 

The most significant aspect of .age distribution in Texas' AFDC cascload is the 

concentration of recipients over age 37 in South Texa<i. Parents over 37 make lip 9 percent of 

AFDe recipienl'i in South Texas, compared to 4 percent to 6 percent in other areas of the 

state. About 22 percent of Hispanic recipients are over 37, compared to 15 percent of white 

recipients and 14 percent of African American recipients. 

Younger teen parents make up onlY a small fraction of AFDC cases in Texas. 

ThroughQut the state. recipients under 17 made up about 2 percent of the 1993 adult caseload. 
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Texas Population Characteristics By Region 

1990 Percent 1990 Percent 

1992 1990 of Family of AduHs Over 


Percent Poverty 1993 Householde with Age 25 with HS 1992 Percentas. of Poeulation 

Region UnemploY*d R... Population female Heads Diploma or GED White Black Hispanic: Other 


, Central Texas 5.9 17,1 1;600,659 14.8 76.0 68.9 12.2 16,7 2.2 
Guffeoas. 7.8 14,8 4,102,545 16.5 74] 57.7 17.5 21.2 3.• 
High Plains 6.5 18,5 751.488 12.4 70.2 70.1 5.0 . 23.5 1.4 
Metrople:t: 7.5 11.8 4,523,598 15.0 78,1 71.0 13.4 13,0 2.7 
Northwest Texas 7.2 11.2 530,010 12,1 68.5 8M 5.2 12.8 1.1 
South TexH 10.4 26.8 3,307,039 172 • 63.2 35.8 3.7 59.4 1.1 

Soulheast Te:t:U 9.2 19.5 676,974 15.6 68.8 73,5 20.7 4.5 1.3 
Upper East Texas 6.6 1Rt 922,603 14.2 6RO 77.5 17.7 4.2 0.7 

Upper Rio Grande 12.2 26.5 658,988 19.2 63.5 2·H~ 3.3 70.5 1.3 
West Texas 8.3 19.1 531,662 12.6 67.1 63.1 4.2 31,6 '.0 

SOURCES, U.S. Bureau of u.s. Texas State U.S, Bureau of the U,S, Bureau of the U.S. Bufeau U.S- Bureau U$. Sureau U.S. Bureau 

labor Stalistics Bureau of Data Center Coosus Censvs of the ofth$ 


end Texas 'he Census Census Coosus Census
'" ''''' "' ... 
Employment Census 
CommiSSion 

~~ .... ~ f -.. 
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Texas Population Characteristics By Region 

1993 Percent of 1993 Percent of Adult 
1993 1993 Adult Recieients With: Reclpionts With Total 1992 Ratio of 

AduH AFDC Percentage of Adult AFOC fleelplents Fewer Than 9 HSOiploma Spell! Lanier Than: Recipients 
Region Rec:ipients White B"",k Hi$p8nlC Oth'" Years School «GEO 2 Years 10 Years to Population 

Central Texas 24,333 $6.0 362 27.0 0.8 11.9 54.7 61.3 11.4 3.3 
Gulf Coost 84,385 24,8 49.8 23A 2.0 11.4 57.7 tl2.9 12.7 4.4 
High Plalns 15,192 33.7 17. i 48.' 0.7 17.9 45.7 58" •.7 3.' 
Matroplex 70,006 35.0 47.4 15] 1.9 57.B 55.3 8.9 3.1 
Northwest Te)(as 8,555 57] 16,8 241\ 0.8 13.6 51.0 57.0 6.1 3.0 
South Texas .. 94,965 11.1 8.2 82.5 0.3 32.0 37.1 aLO 13.3 6.' 
Southeast Texas 14,664 445 51.3 2.8 1.4 8.6 59:.3 $8.9 14.7 4.5 
Upper East Texas 19,053 5O.S 44.4 4.' OA 8.7 60.3 60.3 12.4 4.0 
Upper Rio Grande 17,156 7.7 3.5 00.4 0.3 26.9 45.8 52.9 7.1 52 
West Taxas 12,510 29.5 11.:2 58.' 0.• 24.S 40.3 584 6.1 3.9 

SOURCE::S: Texas Texas Toxas Texas Texas Texas Texas T&xas Texas Texas 
Department of Oepartmon Departm Departmen Oepartm Department of Departmenl oJ Departmenl of Department Department of 
Human t of Human enl of 101 Human ent of Human SeNices, Human Human ot Human Human 
Services, 1993 Servic@s, Human Services, Human 1993 AFDC Adult Services, 1993 Services, 1993 Services, Services, Annual 
AFDC Adult 1993 Servicos, 1993 Services, Data File AFDC Adult AFDC Adult 1993 AFDC Report 
Data File AFOC 1993 AFDC 1993 Dala File Data File Adult Data 

Adult Data AFOe Adult Data AFDC File 
FilA Antill RIA Arlull 
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Public Assistance: The Client's Perspective nR"A, F'"[ 
For the first-time recipient. a trip through Texas' iabyrinth of welfare programs • 

. 
applications. interviews and regulations is both intimidating and time~consumin8. To obtain 

assistance for basic necessities, an individual may have to visit as many as 15 offices and 

complete several interviews and applications. Then, a recipient who finds even a low~paying job 

risks losing part or aU of the benefits. 

The client's first step in getting on public assistance may be to visit a local office of the 

Texas Department of Human Services (DHS) to apply for AFDe, food stamps .nd Medicaid. As 

needed, DHS provides services to help establish paternity, locate absent parents, estabJish 

support and enforce support obligations, If necessary. DHS notifies the Anomey General's 

Office to request child support enforcement. 

Texas' child support enforcement program collected $370 million in J993, more than 

double the collections of 1983, and obtained more than 34.000 support orders. More than 90 

percent of the new cases coming into the s.ystem, however, have no orders. 

Upon leaving DHS, the new client, seekipg shelter, may journey to the local housing 

authority to complete another application and interview. The client may also apply for utility 

3bsistance here. The U.S. Department of Energy provides funds for household weatherization 

costs for jow-income persons and those lea'>, able to provide for high energy costs, such as the 

elderly and disabled. 

To fill the gap between being approved for public assistance and actually receiving 

benefits. the new client may obtain food from food pantries and get short4erm emergency 

housing from the Salvation Anny or local churches. 

Tne client may then make an appointment to apply for lhe Special Supplemental Food 

Program for Women, Infants and ChiJdre-n (WIC). WIC provides families with items such as 

milk, eggs, cheese. infant fonnula, cereals and fruil or vegetable jujces. as well as nutrition 
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education. To qualify for the program, applicants must show evidence of hcal!1BL~J~s~ 
medically verified by a health professionaL 

Next, the client may apply for free food distribution. This U.S. Department of Agriculture 

program feeds people directly through food banks and soup kitchens, 

Before enrolling her children in school. the client may take them to a public health clinic 

for free immunization, [hen travel to the local school to apply for free or reduccd~cQst school 

meals for the children, The Nationa) School Lunch Act helps states provide breakfasts, lunches, 

suppers and snacks, 

Child welfare services cover a broad range of funclions such ,1S child protection, care for 

homeless and neglected chil~ren. nutritional or emotional developme~t services and children in 

out-of·home care. These services are designed to support or protect the child until the family can 

provide financial support or perform appropriate parenting. Fedeml assistance enables states to 

provide funds for foster care and adoption assistance. 

Visiting the local Head Start office. the client fills out another application. this time for 

language development services and hearing screening for any preschool-children. 

The client now must obtain education, job training and support services such as child care 

and transportation through JOBS (the AFDC program) and Food Stamp Employment and 

Training (FSET). If necessary. the clien{ may contact the local literacy council. 

At this point, the client may arrange for child care through a state contractor. States must 

guarantee child care for a welfare recipient if such care is necessary for the individual to work or 

to attend required education and training pmgrams. States also must pay for transportatton and 

other work~rela(ed activitie~. 

After the client locales the Texas Employment Commission and files for job search and 

placement services through JOBS and FSET. she may fill out yet another application, this time 

for additional job training and assessment under the Job Training Partnership Act. 
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Although the AFDC need standard covers food. clothing. sheller. Ulililie:?BA FT 
personal care and household items, the standard may ~lso provide for special dietary needs. 

pregnancy allowance or expenses for training or education. 

If the need arises, the client may go to the local Social Security Administration and apply 

for Supplemental Security (ncome (SSI). cash payments for needy, aged, blind and disahled 

persons. AFOC recipients and (heir families may also qualify for Adull Basic Education, English 

as a Second Language. Compensatory Education. Vocational Rehabilitation Servkes and Pre

Kindergarten programs.. AFDC clients and some other low~income groups qualify for college 

education assistance through Pell Grants and C::>llege Work-Study programs, 

Cliems who can navigate through the convoluted bureaucracy finally wind up on the road 

to self·sufficiency. Since the qualifications for public assistance benefits vary from program to 

program, requiring the applicant to satisfy scores of complex regulations-and because programs 

often have limited funding-the applicant's slruggle often ends in defeat. 
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Welfare Reform Efforts Nationwide 

Almost a1l states are pursuing some type of welfare refonn, These efforts are us diverse as 

the states themselves. yet they share common goals. Overall. they strive to encour..tge work by 

reducing penalfies on earnings, to enforce parental responsibilities (particularly child support). to 

alter rules that penaliz.e two-parent families, to simplify the delivery of benefits, to create jobs fof' 

weI fare recipients and to improve access to child care and health care. 

Many state approaches to public assistance refom require exceptions 10 federal law 

before implementation. Slates must obtain federal waivers to enact certain changes in AFDC and 

food stamp programs, To do so, a state must show that its new program is designed as a pilot 

project, lasting for a limited period and involving only a portion of the state, and that it is cost~ 

neutral to the federal government. That is. while the state may spend morc money, the federal 

government will approve no plan that costs it more than it would have spent on the s,ame 

recipients had they been served under existing rules. Changes in other aspects of public 

assistance that do not affect federal law. such as child support enforcement, require only state 

legislative approval, 

Many states are seeking to modify stringent ~ rules that restrict welfare families 

from earning a rea.'lionable income and from accumulating assets, at the risk of losing benefits. 

Current rules reduce a family's AFDe grant by one doUar for every dollar the family eams and 

prevent families from acquiring assets of more than $1,000 or owning II vehicle worth more than 

$ I ,500. Some exceptions help ease thc depIction of APDC benefits due to employment. For 

example. AFDC recipients may deduct child care and work-related expenses from their income 

and, during a four-month grace period. may keep one-third of their income after other 

deductions. Seventeen states have pHot programs to permit higher earnings and raise the limits 

on assets and vehicle value without reducing the AFDC gmnL 

One criticism of AFDC regulations is that tw(}-parent families face more stringent 

eligibility require~nts than do single-parent families, Thirty-four states are attempting to 
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n)Oi' , 
strengthen rather than penalize families by repealing or altering the main dtsmj~~j f~; 
staying together. These disincentives include: 

• the "IOO-hour rule" prohibiting two-parent famil!es from re<;civing AFDC if either 

parent works more than 99 hours per month; 

• the "work history test" requiring the principal earner to prove employment over a 

period of time before applying for benefits; and 

• the "stepparent deemjng rule." which counts a p<Jrtion of the stepparent's income as 

being available to the rest of the AFDC family, 

As for program efficiency, 35 states, including Texas, are exploring electronic delivery of 

public assistance benefits. States are replacing AFDC checks and food stamp coupons with 

plastic benefit cards, using the same technology as bank debit cards. . 

Fourteen states have pilot projects designed to create jobs for AFDC clients. California 

and Oregon try to encourage employers to hire AFDC clients by allowing the use of AFDC 

grants to subsidize wages. In lUinois. about 300 public assistance recipients in 1992 were trained 

and employed in housing rehabilitation projects. In Iowa, Minnesota, Michigan and South 

Carolina, AFDC recipients are trained to start their own businesses. Overall. 30 states have 

implemented or are planning job creation programs for AFDC recipients, 

Currently, AFDC dients receive child care and health CafC benefits for only one year 

after they begin work. Many critics consider this a barrier to long~term self-sufficiency, At least 

3 j states are considering extending this transitional support. Comprehensive healtb care refonn 

efforts in states such as Hawaii and Tennessee may extend health benefits beyond the cutoff. 

Beginning in January! 995. employers in Texas wiJI get a tax break for hiring AFDC 

recipients, To receive this one~time tax credit, the empJoycr must agree· to cover 80 percent of the 

worker's medical insurance and keep the worker on the payroll for at least one year. The credit, 

which applies to many taxes collected by the Comptroller, may not exceed $2.000 per employee. 
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, State strategies differ on whether to adjust the level of benefits in response to reciplents': 

behavior. Experts say it is still too early to derennine whether if is more successful to reward 

recipients for improving their education, work or health habits. or to penalize or sanction them 

for refusing to change. 

Wisconsin's "Leamfare" program requires all teen parents and teen recipients to attend 

school: failure to comply may cost them a portion of their AFDC grants. Learnfare assistance 

includes child care, transportation, alternative education funding and case management. Ohio's' 

learning. Earning and Parenting Project (LEAP) requires aH teen AFDC teen parents to attend 

school and offers bonuses (0 teens with good attendance, In Missouri. a voiunteer program on the 

drawing board will assign business leaders, teachers and neighbors to be mentol'S to welfare teens 

and children. This pilot program also will permit AFDC teens who work to keep their wages and 

benefits if they stay in school. live with their families and have no more children. 

Colorado has implemented a program requiring a five-county piJor group of AFDC 

parents (10 percent of the statewide caseload) to have their children age two and younger fully 

immunized against infectious diseases. Two counties in Florida also require AFDC children to be 

immunjzed as a condition of benefits, Four states are panicipating in a pilot project [0 integrate 

public health with child care, a key objective being to increase the percentage of children who 

are properly immunized. 

Several states ask public assistance recipients to perfonn community service. In Iowa, 

community service is an option under the Family [rwestment Agreement, the state's new sociaJ

contract initiative, A two·year-old Michigan program requires welfare recipients to perform 20 

hours of community service per week. New York is developing waivers that would involve pay 

for perfonnance in community service programs. 

Controversy surrounds severa) refonn initiatives: placing time limits on AFDC benefits, 

limiting family benefits despite additional births and "cashing ouC' food stamp benefits. 

According to the National Governors Association, 25 slates are studying proposals to 

require AFDC recipients to get ajob after a certain period of assistance. These proposals range 
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individually tailored "social contractli, ,> as in Iowa. 

Several stales have implemented "famHy caps" to prevent mothers on AFDC from getting 

additional benefib if the'y bear more children, The pilot programs range from denying cash 

assistance for any child born at least 10 months aftertbe mother enrolls in AFDC. as in New 

Jersey, to limiting benefits fOf the birth of an additional child in families that have received 

benefits for more than two years. as in Georgia. 

"Cash-out" initiatives offer welfare recipients the cash equivalent of food stamp benefits, 

a move designed to make clients more responsible, Minnesota consolidates food stamps. AFDC 

and family generru assistance into a single cash benefit pilot program with simplified eligibility 

rules and income allowances. An Ohio proposal would use food stamp and AFDC benefits to 

supplement wages. Oregon wiH subsidize mlnimum~wage jobs for welfare recipients by 

converting food stamp and AFDC benefits to wage.s. Wisconsin plans a pilot program in which 

food stamps would be included in it cash benefit. Three Alabama counties have operated a "cash

out" system for food stamps since 1990, 

SlateS that seek to demonstrate innovative ways to meet the goals of a federally funded 

program must first apply for a waiver of federal laws, rules or regulations. The federal 

government has approved large and small demonstration projects. One approved project covers 

an entire state, Demonstration projects usually are limited to three to five years. The government 

is reluctant to approve projects for less than three years because measuring the effecriveness of 

such programs requires rigorous evaluation. l It can be difficult to assess the effectiveness of 

programs operaled for less than two years. 

Federal approval of waiver applications may take from one month to two years, Most 

states obtain approval within six mOlith-t;;. Predictahly, proposals that break new ground take the 

longest to approve. while minor changes to a program generally receive quick approval. 
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In the following sections of this report, all proposals requiring federal w'neRA 
recommended for three years to allow enough time to complete an evaluation without 

committing the state long-tenn. 

Endnote 

1 Interview with Cindy Mllnn, senior policy analyst, Center on Budget and Policy Priorites, city. state. OclOber 10. 1994. 
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Prevent the At-Risk Population From Depending on Public Assistance ~ 

Dependence on public assistance often results from a series of prohlems-difficulty 

staying in school. lack: of ba'dc educational skills. teenage pregnancy. divorce or separation, 

losing a job. Part of reforming Texas' public assistance programs is helping those most at risk of 

dependence to avoid the downward spiral. 

At-risk Texans typically lack the education and job skills to get or keep well-paid jobs. 

Many are single parents or pregnant teenagers who lack the income to support their children. 

Many teenage parents drop out of school before obtaining the necessary education for a 

productive life, 

The most direct way to refam\ Texas' welfare system is to reduce the number of Texans 

who enter the system in the first place. The recommendations in this section seek to prevent at~ 

risk Texans fl'omjoining the welfare rolls by: 

• reducing teen pregnancy rates and encouraging more teen parents to finish high school. 

• increasing adult literacy, 

• ensuring the availability of money for work force training through the state's Smart 

Jobs Fund, and 

• providing emergency cash assistance to divert certain at~risk families from welfare, 

TeelJage Pregnancy 

The public costs of teen pregnancy are significant because teen parents are fllore likely 

than other young people to drop out of school. become unemployed or underemployed. live in 

poverty and depend on welfare programs. President Clinton has characterized births to unwed 

mothers and teenage preg~~?~y as the driving forces behind many national problems related to 

poverty, crime, drugs and ~d~cationaJ failure. 
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Teenage mothers make up nearly half of th~ national Aid (0 Famili~~ Wi~~nde'n~i 

Children (AFDC) <aseload. From 1976lhrQugh 1992, about 42 percent of all single women 

receiving AFDC were or had been teenage mothers. In 1992. fewer than half of the women who 

had given birth as teenagers had a high schoo) diploma, Teen mothers earn less and are more 

likeJy to have family incomes below 50 percent of poverty. They also contribute significantly to· 

high dropout rates. 

Teen pregnancy in Texas has reached alarming proportions, In 1990, the birth rate for 

. mothers age 13 to 19 was 55.7 per l~OOO teenage women, and Texas ranked sixth nationally in 

the birth rale for mothers age 15 to 19.' In 199 I, Texas led the U.S. in births to girls age 14 or 

younger and ranked second in birth' for girls age 15 to 19. From 1991 through 1993, the resident 

birth nue for teenage mothers remained stabJe at about 58 per 1,000 teenage women.2 

The inability to secure a satisfactory diet and suitable prenataJ care increases the risk of 

pregnancy complications. low birth weights. infant mortality. dis~ase and social and emoliona1 

problems. In 1990. almost 10 percent of babies born to Texas girls under 18 were low·birth

weight babies. The average hospital cost that year for a baby weighing tess than .5 ..5 pounds waS 

S39.000: for a baby less than 3.3 pounds. the cost could reach $500.000.' In fiscal 1991. Texas 

spent $58.5 million on Medicaid births to teen mothers. plus $32.3 million for AfDC benefits 

and $22.9 miJ~ion in Medicaid premJums for teen parents: and their children. 

In 1990. one-lhird of aU dropouts from Texas puhlic :>choo~s were pregnancy-related. The 
, 

associated cost in lost income, tax revenues and unemployment insurance exceeded $5.6 binion. 

More than half of Texas' AFDC recipients in 1993 did not have high school diplomas. 4 

Texas' primary program for teen parents is Pregnancy, Education and Parenting {PEP), 

operated by the Texas Education Agency (TEA), PEP seeks to reduce the number of students 

who drop out of school due to parenthood. and to place parents 21 Qr younger back into the 

educational system. Under the Texas Education Code, PEP programs must include VariOllS 

counseling. education, life skills nnd job training programs as well as support services sllch as 

day care and transportation,S 
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For male teenagers, the PatemitylParenthood (PAPA) project of the Texas Attorney 

General's Office has produced a curriculum guide for grades 9-12 that explores the legal. 

financjaJ and social consequences of teenage parenthood. 6 The progr4m aims to ensure parental 

support while reducing public assistance costs to the taxpayer. 

TEA. the Texas Department of Human Services (DHS) and eight school districts in El 

Paso County provide funding for the largest leen pregnancy prevention program in Texas. In 

1993, the EI Paso program served 1,817 teenagers from school district offices, clinics and youth 

organization facilities. Ninety percent of the teem served were mothers age 12 to 19, Five 

percent were repeat pregnancies.7 Ten percent of the teens served were males. 

DHS also has funded neigbborhood centers in Houston that have contracted with a local 

medical school to provide services for young mothers. A program in San Antonio helps teenage 

mothers in a hOllsing project. Total DHS funding for the projects in EJ Paso, Houston and San 

Antonio is about $600,000,8 

Family planning programs in Atlanta, San Diego and Rochester, New York, address 

teenage binh rateS by promoting sexual abstinence, Postponing Sexuallnvolvemcnt {PSI). a 

course created by Grady Memorial Hospital and used in Atlanta eighth grade classes since 19&5, 

teaches y.oung people to wait until they can make mature decisions. The plan pays teen leaders to 

guide classes supervised by adults. More than 36,0Cl0 students in the Atlanta area have taken the 

class. A five-year evaluation found that students who had not taken the course by tbe end of 

eighth grade were five limes more likely to have had sex than those who took the course. 

Sexually active teens who had taken the course were more likely to use binh control. 9 

As of March 1993.leglslaturcs in 13 states had c?nsidered financial incentives for 

welfare recipients who use 1M contraceptive Norplllnt. but none had enacted these measures. 

Baltimore has the first program in a public high school that offers NorpiantlO students in 

addition to counseling about contraceptives, abstinence and sex.ually transmitted diseases. 

Michigan offers free or reduced~cost Norplant to low-income women. In April 1993, the state 
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began providing NorpJant to public health clinics for women whQ cannot afford the $ t15 ice 

plus additional medical charges. 

Maryland. Delaware. Maine, Michigan. Georgia. California. Massachusetts, Vermont, 

Wisconsin. the Virgin Islands and Puerto Rico require tecn parents to live at home or in a 

supervised setting to receive AFDC payments. Some expens. however. question requiring teen 

parents to return to their homes for help if they do not feel safe and secure there. Many tccriagers 

who have experienced physical and/or sexual abuse become sexual~y active early. 

The Ohio Department of Human Services developed tbe Learning, Earning and Parenting 

(LEAP) program. which uses financial incentives and penalties to encourage pregnant and 

parenting adolescents on welfare to attend .school. 

The U.S. Department of Health and Human Services funded the Teenage Parent 

Demonstration in New Jersey and Illinois from 1987 to 1991. Similar to LEAP, this 

demonstration program was mandatory for teenage mothers with one child and for first-time 

recipients of AFDC. The program provides case management, child care and transportation 

assistance and may withhold the teen's portion of the AFDC grant for failure to register or 

comply with job search requiref!lcnts, 

Under the federal Job Opportunities and Basic Skills (JOBS) program, which provides 

education, training and employment services for AFDC families, states may design their own 

programs for teen parents who are potential welfare recipients. Local agencies may use 

expenditures on reen services to match or draw federal JOBS funds. 

In fiscal 1993, about $lO.9 million in federal JOBS funds were unclaimed in Texas. DHS 

projects that unclaimed funds will rise 10 $19.3 million for 1994 and $29 million for 1995.10 

Texas could use these funds to provide services to help teen parents stay in school. 

This report recommends three measures aimed at preventing teen dependence on 

welfare. One would ••pand the use of JOBS Tille IV-A funds 10 provideloeal school 

districts with addillonal funds 10 develop dropout prevention programs. Another would 

diseourage dropouts by prepaying tuition in post-..,.ondary schools for selected high-risk, 
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low-income children. Thes. two proposals appeared first in Gaining GroQii~ 
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report of the Comptroller)s Texas Performance Review. Another recommendation would 

provide mone~ry incentives for teenage AFDe mothers to remain in school 

School·to·Work Transition 

Earlier in this cemury, high scbool gmduatcs had a reasonable assurance of a good job at 

the Jocal factory or assembly plant. If it graduate could read and understand simple instructions, 

other plant workers could teach bim the skills needed to perfonn the task or operate the machine. 

These jobs, the mainstay of the U.S. economy of the 19505 and I %Os. enabled many high school 

graduates to support their families with a single income. 

The past decade, however, has witnessed a rapid decline in entry-level assembly jobs tbat 

offered high schoo) graduates career advancement and good wage increases. 

Beginning in the 1960s, as U.S. companies confronted the developing international 

economy and began competing directly with foreign producers, many found they could not 

compete effectively with imporled products, European and Japanese companies began taking 

over U.S. markets, 

As U.S, companies moved toward high~perforrnance work structures, many reduced the 

number of middle managers to remain competitive. Factory production workers took: over many 

functions once perfonned by coUege-educated managers and engineers. Workers who prevjously 

might simply have tightened a bolt or run a machine were asked to schedule production, order 

parts. deSIgn quaHty-control work plans. maintain equipment. set production goals and work tn 

production teams to solve daHy problems. 

Most American production workers. however, had never been trained for those functions, 

Companies blamed the American school system for not properly tmining students to function in 

these new areas. Schools responded that they had been turning out good workers for year!\ who 

sutted the needs of the business community. Many soon realized that to leach the necessary new 
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effective programs. . 'I' 

Many Texans graduate from high schoo) with few marketable skiHs, no connections 10 

local employers and no knowledge of how to pursue an occupation. About half of Texas' high 

school graduates do not attend college before joining the work force. Many other students fait to 

gntduate from high schooL 

Dropout rates in Texas, while declining. remain a[ unacceptable levels. The longitudinal 

dropout rate, which measures dropout rates over time, was about 18 percent in [he 1992~93 

school year, the most recent statewide figures available.11 This is good news only in. comparison 

with the 34 percent longitudinal dropout rate for 1987~88, w~en Texas-with a rotal population 

of 17.7 million-had more school dropouts than Japan, with its population of 129 minion. 

In 1993, the average unemployment rate for Texans age 16 to 19 was 21.5 percent-more 

than three times the overall unemployment rate. On average. more than 109,000 Texans in their 

late teens were out of work, 

According to the Comptroller's projections. Texas will gain almost I A million jobs 

between 1993 and the end of the decade. While high school graduates may be able to fill nearly 

half of those jobs. dropouts will qualify for only 14 percent-typically the dead-end, minimum

wage jobs with little chance for advancement and few benefits. 

The challenge for Texas is to design programs to prevent these school dropouts from 

becoming the welfare recipients of the next ~ntury, 

Schools and businesses have begun developing partnerships- to design "career tracks" 

leading to broad occupational clusters that local job markets require. The federal Schoo!-!o-Work 

Opportunities Act of 1994 gives ~ocal communities start-up funds and the freedom to implement 

programs that unite local businesses with public schools and community colleges to help young 

people make the transition from school to work. 

Texas' Technical Prepru-dlion (Tech-Prep) program, funded by the federal 1990 Carl D. 

Perkins Act, began operating statewide in the 1993*94 school year, following several years of. 
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pilot projects, The state's 24 Quality Work Force Planning Regions contain ~'lp'lf .. , 

consortia that operate local programs. These consortia of public schools. co~:U!.J;i~'leges, " 
universities, buslnesses and labor groups work to develop skill standards and curricula targeted at 

the needs -of locaJ job markets, Each local program must be certified at the state leve1 for content, 

delivery of services and assurance that it serves a rapidly growing employment area, 

Local Tech'Prep program, involve two years of high school plus two years of post

secondary education. leading to an associate degree and an advanced skills mastery certificatIon. 

The programs offer supervised, structured on-the-job training for community college students. 

High school students take a series of company tours with summer work experience guided by 

company mentors, 

The School,to-Wotk Opportunities Act provided Texas with $630,000 in startwup funding 

for Tech~Prep and similar programs in 1994 and will make more funds available over the next 

five years, The legislation focuses on the 11th and 12th grades and encourages high schools (0 

set up programs to provide students with a solid core academic foundation. plus technical courses 

that teach applied skills, The core curriculum must produce advanced proficiencies in math, 

science and communications, with an emphasis on critical thinking, problem-solving and both 

individual and group activities. 

The weakness of Texas' Tech-Prep system IS that local businesses and Industries are not 

yet sufficiently 1nvol ved in the evolution of the program. In most parts of lhe state, high school 

students cannot participate in scheduled on-too-job training. as businesses and colleges must 

consider liability and child labor Jaws that affect work training efforts. Texas should encourage 

and eventually require its Tech-Prep programs 10 include on-the-job work experience in the high 

school years. 

In countries like Gennany. Sweden and Denmark. nearly all companies work closely with 

local schools to develop apprenticeship programs that assure a continuing supply of highly

trained workers. In Japan, companies work closely with high schools to interview and hire the 

brightest gmduates. 
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Texas schools need guidance from employers to make sure .he SChol/SJ.nh the skills 

that are needed in the workplace. Such partnerships also wiU provide needed on-trie~job trainIng 

positions for students in Tech-Prep and similar programs, 

Adult Uteracy 

in 1993, the National Adult Uteracy Survey, conducted by the Educatjonal Testing 

Service 'for the U.S. Department of Education, reported that 6 million adult Texans-more than 

half of the adult population-are functionally illiterate. These Texans cannot read a bus schedule, 

write a letter or solve a simple math problem. They are also more likely to rely on welfare. The 

survey estimated that adult illiteracy costs Texas $17 billion in lost income and laxes, welfare 

and unemployment payments, training. crime and incarceration. 

Improving the basic education skills of Texans would greatly improve the quality of the 

. Texas work force and prevent many Texans from entering the welfare system. 

The Comptroller's Texas Performance Review has recommended two measures

reproduced in this section-to improve the literacy of adult Texans. In particular, one 

proposal calls for the creation of a statewide system of adult learning laboratories with 

child care facilities for AFDC recipients, using state and local money to match federal 

funds, 

SmarlJobs 

The Texa... Legislature created the Smart Jobs Fund to belp tbe Stale's businesses train 

new and existing employees for high-paying. high-skill jobs. The law dedicates. onc-tenth of I 

percent of Texa,,' taxable wages to the Smart Jobs Fund in yeats when the s.tate's Unemployment 

Ins.urance Trust Fund]1' above the floor level. In years when the fund will be needed most, 

however-when state unemployment is high-Smart Jobs will have no funding. 

A recommendation of the Texas Performance Review. reproduced in this section, 

proposes to create a Urainy day" account within the Smart Jobs Fund to belp ensure the 
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a,ailability of funds for work force training in years when unemployment /;JR."'",",", 
are unavailable. rtr I 
Emergency Cash Assistance 

Some families receive AFDC to address short-term financial problems. These famllie...:;; 

could be diverted from the welfare rolls if they received emergency assistance. In this section, 

we propose a demonstration project to determine whether providing emergency cash to 

families in crisis situation/) could divert potential A"~DC clients. 

Other families could be diverted from [he AFDC roHs by receiving timely treatment for 

mental health problems or chemical dePendence. The final two recommendations, already 

proposed by the Texas Performance Review, would increase these services to Texans by 

using federal funds Bl'ailable for emergency assistance under tbe Social Security Act. 
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Use JOBS Funds For Teens 

The stale should expand the use or Job OpportunitIeS and Basic Skills (JOBS) training program 
rundlng to help local school distrkts provide services tbat wiU tncourale teen parents to stay in 
«hoot 

Background 
Over the last 20 years. about half of the single women receiving welfa.re in the United States were teenage 
mothers at one time. Teen mothers-<:onsidercd the core of dw welfare population-have Itss education 
and are less likely to ever leave poverty or marry. than welfare recipients who did not give birth as 
teenagers. I For these women. famHy responsibilities and poor education make bolding down a job 
difficult. Women with high school diplomas or General Educational Development (OED) certificates are 
llkely to leave welfare more quickly than tbose W.ilhoUl.:2 'I'he welfare system should encourage leen 
parents to stay in school. 

According to data from the Texas Department of Human Services (DHS) and the Texas educatiOn 
Agency (TEA), Texas has about 92.000 public school students, ages 12 to 22. who are eligible for Aid to 
FamiJies with Dependenr Children (AFDC). In fiscal 1993.lhe TUM AFOC rons included 37,000 teen 
mothers. 

The Family Support Act of 1988 created ,he Job Opportunities aod Basic SkJlls (lOBS) training program 
to provide recipients of AFDC with the education. training and support necessary 10 gain employment and 
become: economically self·sufficienL Under the federaJ program. states design their own projects to assist 
leen parents who are potential welfare recipients. In a June 1994 report to state agencies administering 
lOBS programs. the Office of Family Assistance of the U.S, Department of Health and Human Services 
noted; "Regan1less of the service delivery .approach taken. it is essentiallhat states make serious efforts to 
ensure that young custodial parents receive the educational and supportive services they need to avoid 
long~letm welfare dependency.") 

Funding for JOBS 
To qualify for federal funds under the lOBS program. expenditures on teen services at state or local levels 
may be used to match or draw federal JOBS funds. provided that the same amount of non~federaJ funding 
cominues to be spent. Federal funds for lOBS programs cannot replace non~rederal funds for existing 
services and activities. State or local funds expended for such purposes must be maintained at least at the 
level of ~pe:ndiwres for fiscai 1986." 

Whi1e there are limits 00 the amount of federal dollars available to each SUitt. there is nQ limif on the 
amount of JOBS funding available for child care, Many leen parents do not attend school because they 
lack child care or transportation. or they face social or financial barriers, housing problems. dysfunctional 
families and dangerous neighborhoods. S 

In fiscal 1993, approximately $)0,9 million in federal JOBS funds went unclaimed in Teu.s. DHS 
projects unclaimed funds of $193 million for fiscal 1994 and in fiscai 1995, S,29 million. 6 These funds 
could be used [0 provide services for leen parents to help them stay in school. Education increases the 
likelihood of eligible students' eventual employment. thereby decreasing (he likelihood of dependence 
upon public assistance. 
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WorkForce 

In Arizona, several programs link lOBS funds with local money to serve pregnant and parenting teens. 

One small JOBS program in Phoenix contracred with the City of Phoenix's Young Families Can to help 

II) teen parents obtain GEDs, Twenty~fivc partlcipants received vocational training and 25 became 

employed, 


States use funding from JOBS. local school districts. grants. cities. community schools. colleges and other 

private and public agencies to offer a variety of services [0 the students ranging from financial incentives 

to individual and family counseling. Oregoo's JOBS program. for example. makes teen panicipation a tOP 

priority by lowering the eHgtbihty age for teen parents and requiring aU teen parents to participate in 

educational programs. 


Not all teen programs are as successful as the programs mentioned above. New Chance. a national 

demonstration program in 10 states. targeted cenain families headed by young m()(hers receiving AFDC, 

The pl,lblidy and privately funded voluntary program focused on education. employability developme'lt 

classes. personal development and life skills, Manpower Demonstration Research Corporation'S 

evaluation of New Chance found thai. wniie more than 40 percent of the women found work. more than 

80 percent were on welfare l8 months later, 8 


JOBS In T8X86 

Texas' primary program geared to teen parents is Pregnancy. Education and Parenting (PEP) operated by 

TEA, PEP's mission is to enable school-age parents to become self-sufficient through education, The 

program aims to reduce (he number of students who drop out of scbool due: to parenthood, and strives to 

place parents who are 21 or younger back into the educational system. Under the Texas Education Code, 

PEP programs must include a variety of counseling, education. life skills and job training programs 35 


well as support services such as day care and transportation. 9 


PEP was funded with $24.6 million set~aside in Foundation School Program funds for the 1994-95 

biennium. Ouring the 1993~94 school year, PEP enrolled 18.652 teen parents and ll.2OS children of teen 

parents, About 38 percent were high school dropouts; nearly a quarter fC(:eived high school diplomas or 

GEDs. Child care: was provided at an average cost of $663 per student ~nt per year. 


In additIon to Slate compensatory education funds to serve teen parents. many Texas school districts use 

local. state and federal funds to stress career and vocational education. 'The opportunity exists. based upon 

efforts of other stales. to combine State education funds-Career and Tecbnology Education aJ:Id PEP

wilh available JOBS fllnds'for strengthening and expanding teen parent education programs. 


Recommendation 

The u .. of Job Opporluni!ies and Basic Skill, iJOBS) TIU. IV.A funds should be ••panded, 

enabling local school districts to PNvWt man support servi(es ror teen paHnts. 


Implementation of this rtcommendadon would be the responSlbility of the" new Depanment of Work 

Force and Economic Competiti~eness. proposed elsewhere in this report. 
, 
TEA. DHS and the Comptroller's office plan to targel four or five distressed school districts. as well as 
povert), pockets within less distressed districts to design JOBS servkes appropriate to' the area. Services 
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may include child care, transpOttation, tutorial services. guidance and <:ounseling~4~...3'~areer 
counseling, mentor programs and on~the·job training based on the uniqut needs of participants/'andjhe 
local labor market 10 • 

TEA and Comptroller personnel will be reviewing plans and program costs of target districts to determine 
the amount of funds the districts can certify for federal matching funds and the programs they intend to 
implement. Case slUdies will begin in January 1995. Under this plan, federal, stale and local funds. as 
well as "match iniliatives," will all be considered fOf funding. Any match funding attracted must be used 
for new programs. Private-stClor participation will be sought in school~t<rwork programs. 

Impllcatlons 
Without spending additional state doliafs. this recommendation would provide local school districts 
additional funding for programs aimed at keeping teens in schooL It would enhance federal support of 
local districts through JOBS Title IV -A funds. Money could not be taken from school dis(ricls for 
savings. or Texas would lose Ihe funds. 

Teen parent welfare recipients who are potential adult recipients could be identified. trained and placed in 
the work force as cost-effectively as possible. Recognizing that nol all teen parent programs are equally 
effective, services must be tailored 10 the population served. The cooperation of the proposed work foft~ 
agency and the Telf.a$ Education Agency is essential. ' 

Flscallmpact 
There would be no impact on the General Revenue Fumt All funds would be federal, state Of local funds 
already in U3e plus federal funds. available but presendy unused, TEA estimates using about $3 minion as 
matching funds in the pilot programs in the spring semester of 1995. 

Galll/llosliin 
Fiscal Federal Fumll .. CllaI1\lI 
Yea. Lopl S_I Dlslrlots InFl& 

1996 $10,000.000 0 
1997 16,000.000 0 
1998 16.000.000 0 
1999 16.000.000 0 

,2000 016.000.000 

Endnotes 
I u.s. General Acco~inB office. Fl1milies 011 WtlfrJu: Focus on TUf'fIJgt Mor/vrs Could ~ WtJfon Rt/(ImI EjforlS 

(Washington, D.C.. May 1994). p. 3:aoo N.ancyGibb!i, 1'he VkiousCyde." T~ (JUIlt 20. 1994). p. 26. 
2 FomiJlts 011 WtJ!an. p. 3. 
J U.S. Oepartrnem of Health and Human Services. "Job Opportunities and Basic Skills Training (JOBS) Propm Information 

Memorandum." Washingtoo., O.C.• June 17, 1994. 
4 42 USC 681. Social murilV 04£"1, ParI F, Sec, 482(a)(3). 
~ Deborah L. Cohen, "'8anie~ 10 Ending Welfare Dependence Reported," £.ducatiotf Wl!t!k. Exlni Addi1Um, JUly I], 1994. 
~ Depatttnl!:nt of Human Servius, Progmm Budger and StaUSltcS, JOBS ~nditures. <klObet 14, 1994. 
7 "'Job OppornInitics and Bujc Skills Tr;Uning (JOBS) Program Information Memorandum." 
8 "When Welfare Works,"' Los Angel/!'$ TiwKs (June 26. 1994). p. M4. 
'iI V.T.C.A.. Education Code §21.114. 
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Provide Incentives for Teenage Mothers to Complete High School. .
<."','/' ." . 

Teenage mothers in Texas who receive Aid to Families with Dependent childr1:;l/Fbt:) , 
should receive additional benefits to stay in school or sanctions if they drop out. , 

Background 

Ohio. California. Colorado and Kansas have implemented programs to help keep teenage 

mothers in school by providing benefits or sanctions to promote school attendance. Ohio's model 

program, called LEAP (Learning, Earning and Parenting), is considered one of the best. LEAP 

intervenes early to help prevent young mothers from becoming long-leon welfare recipients. The 

program is mandatory for pregnant girls and custodial parents under 20 who receive AFDC 

benefits. Non-participants lose a portion of their monthly AFDC allotment. These penalties also 

apply to those receiving assistance on someone else's case, usually the mother of a teenage 

recipient. All recipients must attend school leading to a diploma. General Educational 

Development (OED) certificate or adult basic education. 

Teens who provide evidence of school enrollment receive a bonus payment in addition to 

their nonnal benefits. Students who do not attend an initial LEAP assessment interview or who 

fail to enroll in school have the bonus amount deducted from their AFDC checks. Those who 

exceed the allowed number of total absences but do not exceed the allowed number of unexcused 

absences receive neither a bonus nor a sanction, but are given an opportunity to provide evidence 

of "good cause" for unexcused absences-thus providing a reasonable lag between the month of 

attendance and the corresponding bonus or sanction. 

Recommendation 

Texas should implement a pilot project to encourage teenage mothers to complete 

high school by providing incentive bonuses,based on school attendance and 

performance. 

November 12, 1994 
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Implications:f J...' ..;, 
~.r t, ' 

The pilot project would help develop procedures for providing. model of fid(;~t~e 
to implement this program in Texas. The lob Opportunities and Basic Skills (JOBS) program for 

teens, discussed elsewhere in this section. would provide additional support services to 

encourage teenage mothers to Slay in schooL Both pilots should be coordinated to develop the 

best methods to encourage Texas teens ,to stay in school. 

Fiscal Impact 

The most recent evaluations of Ohio's LEAP program show that 7 perc~nt more students 

who were on LEAP graduated from high schoolth.n those who did not participate. Because of 

differences in grant amounts and opponunities for employment or additional training. Texas 

could show better results. Even at 7 percent, such a program could mean lifetime increases in 

earning power for [hose who complete high school. 

About 65 percent of the teenage mothers in Ohio's LEAP program received bonuses and 

the remainder received sanctions. Based on that experience. and assuming it $50 monthly bonus • 

. Texas would incur the costs shown below for a pilot project affecting J,000 teenage mothers. 

These estimates are based only on bonuses because of the additional costs of establishing 

sanctions in a state that now has no easy way to coordinate school attendance reporting and the 

receipt of AFDC. The pilot project could explore possible solutIons to those administrative 

problems and the potential use of sanctions. 

FIscal 
Year Cost 

1996 $500,000 

1997 $500,000 

1998 $500,000 

1999 $0 

2000 $0 

November 12, 1994 
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Establish a Guaranteed Prepaid Tuition Plan· 

The Lrgislatun should establish a guaranteed prepaid tuition plan to increase postsecondary 
education opportunities for Texas residents. 

Background 
During the 19805, tuition rates at public and private colleges across the country grew twice as fast as 
inflation, I Recent figures from the College Entrance Examination Board indicate that the tuition growth 
rate continues to outpace inflation.2 Given these trends. families must begin saving for coJlege expenses 
when their children are young. 

Failure to adequately save for college now may bring higher coSls in the future for both prospective 
students and the slate, Althougb tax~exemp[ college savings bonds have become the most popular state
supported mechanism for college savings, parents are uncertain of the amoum of rtlOnt:y they will need 
when {heir children reach college age. . , 
Students without the resourccs '0 pay for college may need financial assistance Ihrough grants and IOMs 
funded by the state. Although srudent loans are repayable. they carry significant CoslS associated with 
interest rate subsidie. .. and high default rates (student loans are guaranteed-the federal government picks 
up the bill when a student defaults. dies or becomes disabled). Loan program costs may also reduce the 
amount of money available for grants that benefit the neediest students. 

Students who borrow heavily for college may face years of loan repayments. This may discourage some 
srudents from obtaining postsecondary education, costing society the additional productivlty and earnings 
Ihat can result from additional education. Students also may forego careers such as teaching in favor of 
higher-paying Jobs that make it casier for them to repay their loans. Such concerns mdicale that a new 
approach is needed. 

PtepI!id Tuition Programs 
Some SlatC$ provide prepaid tuition programs to help families save for their children's college education. 
A prepaid tuition plan provides an incentive to parents that is not available through the existing college 
savings bond program: the state gUIJramus that the amount put aside 10day will cover tuition. regardless 
of what happens to higber education financing and fees in lhe future. Increased family savings will let the 
state direct more resources to its neediest students. For famil!es who cannot afford ~o save, financial aid 
will remain essentiallQ ensure access to higher education. 

While the tuition guarantee makes these plans attractive, only eight states---Alabama. Alaska. F1orida, 
Massachusetts:. Michigan, Ohio. Pennsylvania and Wyoming-operate guaranteed prepaid tuition plans. 
Michigan, which pioneered this program. stopped accepling new purcbaserS after the Internal Revenue 
Service (IRS) ruled that 1he Michigan program's trust fund was not exempt from federal income taxes. 

1n recognition of the IRS ruiing on the Midjigan program. Florida created a plan structured differently 
from Michigan's. Florida asserts that its plan is an integral part of [he state. not a separate entity. The 
program provides an essential government function to the residents of Florida and is backed by the full 
faith and credit of the state. Florida does not deny that current law requires the difference between the 
amount paid and its current value must be included in 1he beneficiary's gross income in Ihe year it is 
redeemed, While proposed federal Jegislation would change this tax: treatment by exemptlng any payment 
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used exclusively to pay educational expenses, current law is clear on this maner-any i~lom"rom an 
education savings aCCQum should be included in gross income. 3 

Beyond the IRS ruling. some experts expressed concern Ihal Michigan's program underestimated future 
tuition costs, which CQuid make the trust fund insolvent or force the stale tp spend additional funds 10 
keep it sound. Prepaid tuition plans must be actuarially sound. and should be analyzed and reassessed at 
regular intervals to make sure that purchase prices are sufficienl 10 meet future lUilian rates. Actuaries 
also must anlicipate the consequences of students who choose to delay their education, enroll less than 
fuJl·time, or take a leave of absence from college for fmancial. academic or health reasons. 

State-guaranteed prepaid tuition programs have had a significant consequence on savings'for college 
beyond securing a guaranteed tuition rate. For example. a survey of Florida prepaid tuition contract 
holders revealed that nearly two-thirds of them had no specific savings plans for college prior to· joining 
the plan. 4 However. after purchasing a prepaid tuition contract. more than 43 percent of the panicipants 
secured additional savings plans to pay for costs such as books. supplies. housing. food and basic personal 
needs. 

Providing Access to Higher Educstlon 
Although Texas institutions charge relatively low tuition rates compared to other stales (tuition rates 
cover only one-sixth of actual costs), low-income students are not proponionately represented in Texas 
colleges and universities. While it may seem reasonable 10 assume that low tuition rates help ensure 
access for poor sludents. in practice this has not been the case. The cost of higher education is much 
greater than just tuition and fees: room. board and other living costs. for example, can be substantial. 

In Texas. the Legislature determines tuition costs and sets maximum rates for student fees. The fees, set 
by each institUlion within prescribed limits. cost nearly as much as, tuition. For example, during the 1994

.95 school year, Texas students will pay an average $840 in tuition for a full academic year (30 semester 
credit hours). 5 Mandatory fees. which cover such things as building use and student services, are higher 
than those in most states and add an average of $708 to the higher education bill. 6 

Other factors beside cost playa role in limiting access to higher education. Historically low graduation 
. rates for disadvantaged students. inadequate academic preparation. a lack of college counseling and low 

levels of parental education all affect a child's educational expectations. None of these factors can be 
addressed solely through changes to tuition and student aid. Reforms of the public schools, greater 
incentives for student performance and access to adult literacy and education programs also are necessary 
to increase panicipation in higher education. 

Existing prepaid tuilion plans tend to benefit mainly middle- and upper-income families. Florida's inilial 
plan was criticized for this. pattern: during the first two years of Florida's program. white families 
accounted for 90 percenl.of the contracts sold, while only 3.5 percent went to black families. Only 13 
percent of the families earned less than S30,OOO a year and 4 percent earned less than $20.000. 1 Rorida 
has since developed a scholarship program to provide economically disadvantaged youth with prepaid 
tuition. 

A major challenge in designing a prepaid tuition program is to structure the program to benefit all 
citizens. A poorly-designed program could be viewed as a state guarantee-and potentially a subsidy
primarily for upper-income families. Access to higher education for all citizens is critical to the 
development of a diverse. well-educated work force. 

Florida's Prepaid Tuition Scholarship Program 
The Florida legislature created the Prepaid Tuition Scholarship Program in 1990 to provide economically 
disadvantaged youth with prepaid tuilion. Recognizing the tremendous need for the program and the 
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state's inability to adequately fund it. the legislature opted to enact a requirement f~ a , ~"1':ilh 
private contributions. The private sector's. response has been overwhelmingly supportive. A'b:Lt SLl 
million was appropriated in 1990. and more than $1.5 minion in contributions were received, The 1994 
legislative appropriation of S1 million has been matched by pledges in eXCess of $2 million. 

The scholarship program. known as Project S.T,A.R,S. (Scholmhip Tuition for At-Risk Students), 
encourages private contributions through an effective marketing theme. which stresses that donations are 
a "down payment" on a beuer SQCial and business ciimale and a better-educated work: force. 8 

Middle~M:hool students muSt be economIcally disadvantaged and al risk of dropping OUt of school to be 
eligible for consideration. All students selected to receive a scholarship must agree to rema.in drug~ and 
cfirue~free throughout their secondary education, 1} 

Impset on Enrollment 
A prepaid tuition program could have an impact on future college enrollment. For e:tampJe, one-third of 
lhe estimated available openings in Florida's university system in the year 2000 have been sold Ihrough 
tuition prepayment contracts. Although Florida does not guarantee contract holders admission to the four
year university program of their choice. the state does guarantee all academical1y eligible students 
admittance to at least a communit), coJlege, Ali students who successfully complete an associate's degree. 
at a community coUege are guaranteed uni'lersity admittance, University officials worry that there could 
be as many prepaid students preparing to enroll as Ihere are openings. ' 

Texas' college and'university system can handle enrollment increases that may result from tnt purchase 
of prepaid tuition contracts. fl is possible. however. that not aU COnltaCt bolders wiJI be able to attend the 
college of their choice. even though they may meet the admissions standards, Future enrollment may be 
limited. especially al Te:tas' "flagship" institulions-::The University of Texas at Austin and Texas A&M 
UniverSity-where enrollments are at or neat capacity, A prepaid mition program guarantees mirion. but 
does not give preferential treatment to participants; students would still have to compete on academic 
grounds. 

Recommendation 
A. 	 The Legislature should establish a guaranlftd prepaid: .mUon plah, the Texas Tomorrow Fund. 

to • __ Ibe educatlonalopportunltl ..., all T .... students. 

The,Legislature ~hould establish the Texas Tomorrow Fund to' pro-vide futore Texas college and 
university students with the opportuni1Y to prepay tuition and statutory srudent fees, The slate should 
guarantee that ptepald tuilion contracts"purchased through the fund would always be wolth a credit at 
a Texas college Of university. 'The Texas Tomorrow Fund shOUld offer (wo-.year, four~year and "two
plus-two" contracts to purchasers. (A two-pluNwo contract would allow a student to complete two 
years at a community college before transferring to a university.) While a contract would not 
guarantee a srudcftl admission to any col1ege or university. any student could attend one: of Texas' 
many community ~Ileges. 

As another recommendation within this repan abolishes the office of State Treasurer. the Texas 
Tomorrow Fund would be administered by the Comptroller's office and would be self supporting
interest and application fees would pay for program operations. Private service providers, througb 
contracts with the Comptroller's office. could pro-vide marketing, actuarial. accounling. trustce. 
records administration. auditing and investment consulting services. 

A governing board would be created. composed of the Comptroller and si:t other appointees who 
possess knowledge. skill and experience in higher education. business or finance, The Governor, 
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LieUlenant Governor and Speaker of the House would each appoint two me«J;t~a~ Ute, 
Comptroller would act as chair of the board. The board would establish the purchase pnce ~~uiti9Tl 
and fee contracts based upon actuarial recommendations and would have ",Ieroaking authority 'for lie 
administration of the fund, All funds collected through the program would be managed by the 
Comptroller's office, 

Prepaid tuition and fee COnlracts through the Teus Tomorrow Fund could be purchased for the 
benefit of any Texas resident from birth through age 17. The purchaser (parenl, grandparent, other 
relative. non-relative or organization) would not be required to live in Texas. Non-custodial parenls 
residing in Texas could buy the contracts for their children living outside the state. 

The Texas Tomorrow Fund would be nexible, A contract would be transferable to any sibling. step
sibling or half-sibling of the student for which it was purchased, Students choosing to attend a private 
college would receive payments equal to those they would have received had they gone to a public 
institution. This policy would continue the precedent established by the Tuition Equalization Grant 
(TEG) program that Tellas independent colleges and universities operate in partnership with Texas 
public institutions to educate Tellas residents, Contract purchasers should be provided the option to 
convert one plan to another with the beneficiary responsible for making up the difference among the 
value of the plans. Once a contract is purchased for a Tellas resident student, that student would be 
guaranteed payment at in-state tuition and fee rates even if the student moves out-of-state. Th'c 
program should grant students a IO-year period from the initially projected graduation year (not 
counting any military service) in which to use the benefits. 

(n the event of the death or disability of a student. the contract would be transferable to another 
beneficiary or would be refunded, U a student opts for a two-year or two-plus-two program, the 
balance of a four-year contract would be refundable. (f a student receives a scholarship to cover 
tuition and fees (or a portion thereof). the unused benefits would be refunded. Similarly. if a student is 
able to complete the program in fewer than the estimated semesters (four for a two-year program and 
eight for a four-year or two-plus-two program), the balance of the contract would be refunded. 

To make the program affordable to as many families as possible. several payment options would be 
offered, including lump-sum. annual. quarterly or monthly payments or in a five-year series of 
installments. The interest rate for the payments or installment options would be based upon actuarial 
recommendations. Once the payment is determined. however, the payment should be guaranteed to 
remain constant. To promote ease of payment and low processing costs, the state should allow 
purchases to be made through electronic funds transfers and employee payroll deductions. 

The Texas Tomorrow Fund would begin accepting contracts on October 15. 1995, following approval 
by the Texas Legislature ~n 1995. 

B. 	 The Legislature should establish a scholarship program to benefit needy Texas students 
through a publiclprinte partnership. 

While a prepaid tuition program would provide a convenient way for many Texas families to save for 
college, it also should address the need to provide access for lower-income students. It should do so 
by creating a public/private fund to purchase tuition contracts for needy students. (nitially. the state 
should appropriate S1,5 million as a challenge grant to the state's business community, which would 
be asked to match (or exceed) the state's initial purchase. Contributions from individuals also should 
be sought. Provisions to ensure that each Texas region is equitably represented in the distribution of 
the scholarships should be developed. 
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Disadvantaged students who stay in school and graduate should receiv~JUition contracts in a 
manncr similar to the "r Have A Dream" program. where philanthropists havE aI?!,! 10 pay tuilion 
for inner-city students who stay in school and receive their high school diploma. sA~ 'wjditional 
provisions for receiving Ihis benefit should require students to graduate high school '''n-time'' 
(without fatling a grade); eam a minimum grade-point average; maintain a good attendance record; 
and not be adjUdicated for any drug offense or crime that is a felony. 

Implications 
The Texas Tomorrow Fund would provide Texans with the opportunity to ensure against rising luiliol1 
rates. Texas residents could purchase tuition contracts texiay to use in the fUlure with the assurance that 
the contract would cover ruiuon and fees, regardless of how they may increase. 

The Texas Tomorrow Fund should be reviewed by legal staff and submitted to the IRS fO Obtain a lax
exempt status ruling, However. the program can begin operations before such a ruling is given. In 
creating the plan. the state should declare it to be an integral part of state government. as in Florida. 

The Texas Tomorrow Fund should be seen as one element of an overall state (:ommtu'f'Ient 10 providing 
access to higher education in Teus, Additional programs for disadvantaged students stili would be 
required, This program would make a college education more affordable to low- and middle~inco~ 
families who can participate. in combination wilh the public/private partnership scholarship program. the 
Texas Tomorrow Fund could reduce the demand for other types of financial assistance. notably 
guarameed student loans. and make more money available for otber student assistance programs. 

A guaranteed prepaid tuition plan CQuid influence future legislative decisions on tuition rates. If the 
legislature raised tuition to a rate above the amount assumed by the plan's administrators, the slate would 
have to pay [he difference. 

Fiscal Impact 
The Texas Tomorrow Fund would be self-supporting. Applicalion fees and a portion of the intereSI 
income would be used to cover administrative costs. A state appropriation would be required to set up the 
matching ~holarship program. 

FitcaI C... to III. Cllaq. 
V... GeRml Almn fund 101'1& 

1996 $1.500,000 -HI 
1997 1,500,000 -HI 
1998 I,500,000 -HI 
1999 1.500,000 -HI 
2000 1.500,000 -HI 

Endnotes 
Ruben K, l.imden.. "Wha,'s Bthil'\d Hiah College Pncc Tags," ,Co'lgrtsJJorml QuDroerly'J &literial R~Jt!tJrrh. Rt!pcm 
(May 19, 19891. p. 279. 

;) 	 ''CoUese T~ition Still Climbing," USIo Toda,Y (Sq'Membc:r 28. 1994). p. D· L 
J 	 Dayid Williams II, 4'lUation 1)f Prepaid Tuition Plans," in Pr~paU1 CQllelt Tui/ion Pimu: Promitt and Probienu, cd 

Michael A. Olivas. (New York: College Entrance E\amimnion 8oard, 1993,. p, 64, 
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Endnotes (continued) 
4 	 William Montjoy, "Slale Prepaid Tuition Plans; Designing a Successful Program." in P-,cpaiIJ CmlEg~ Tuitioff Pimu: 

Pr(»fliu arad Probl~ms. ed, Michael A. Olivas (New York: CMlege EnlrllllCe Examination Board, 1993). pp. 4546. 
5 	 Teus Higher Education Coordinating Board. RCJufu ofAnmml frumutiollal SloU"H'YS (Au>.ein. Texas} June 1994. 
6 	 RtSl,jJls ofAlJlluai Ins/ltulimwl Su~ys, 
1 	 South Carolina CommrSlioo on Higher EducatIon. An £.wmiflillion ofTyp1!$ ofCellt',!' Savings Program.! {Charleston, Soulh 

Carolina. February 27, 1m}. p. ! L 
8. Florida Pl'tpaid Col/ege Foundation. "1l1e )99) Proj«t S.'t.ARS. Repute Tallahauee. Florida, p. 2. 
<i' 'The 1993 Project S,TAR.S Report," p. J. 
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Improve T~xans' Literacy Levels "TA:t!::'
The u.glslature should establish matogles I<> raise lb. lltera<y level of adult Te .... to iC.ve 
their quaJity of Ute and Mlp10yment opportunities. 

Background 
Six minion adult Texans-more than half the adult population-ate unable to read a bus schedule. write a 
letter to correct 3 credit error. or use a calculator to solve a simple arithmetic problem, according to a 
national sUf\ley released in September 1993. l 

Half of "poor or near poor" Texans rank. in the lowest of the five JitetaCy levels defined by lhe National 
Adult Literacy Survey (NALS). These irufividuals. accenting 10 NALS. are far mort likely to receive food 
stamps. live in poverty and rely on non-print sources for lnfomnuion. 

Also. literacy expens believe adults with limited literacy skills ate less likely than more literate adults Lo 
read to their children or have reading materials in the home, These children are s.usceptihle to repeating 
the <:ycle -of literacy deficiency and limited skills. ' 

Generations of human capital are at risk. Texas' social and economiC future will suffer if large numbers of 
Texans cannot read. Adult illiteracy carries a price: lag in Texas of SJ7 billion in lost income and taxes. 
welfare and unemployment payments. training. crime and inca.n:eradon.l 

Television 1111 II LJteracy Tool 
Telecommunications as a tool (or honing literacy sk.ills remains largely Ul'Jderused. A«:ording 10 one 
estimate,97 percent of American homes are equipped with a TV set and 75 percent of them have a VCR 
A literacy campaign tnitiated by the British Broadcasting Corporation united 80,()(X) tutors and IOO.OClO 
learners in the United KIngdom between 1975 and 1978. j 

Television can overcome barriers to adult literacy, according to a study conducted by the Adult Media 
literacy Project (AMlP). The study revealed that 90 percent of adults in need of basic education are not 
being served and that "distance learning" is particularly suited to meet their needs, Television CM reach a 
population that otherwise would not be served. 

The study also (ound that television increases educational opportunity without a corresponding jump in 
cost, raises the quality of instn.l¢tlon faster than hiring more teachers. and e,;tends the reach of education. '" 
The Ford Foundation has given AMLP $3 million to develop four literacy demonstration projects lhrough 
television. 5 

Kentucky offers: one of the best examples of successful televised adult literacy lnstruction. The Kentucky 
Network. (KET) produces literacy, math and General Educational Development (OED) videos and 
accompanying workbooks, many of which are distributed nationwide. Texas Education Agency (TEA) 
proVides these GED videos to all public broadcasting stations IPBS) in Texas. 

The Louisiana PBS literacy coordinator estimates that broadcasting the KET li!tracy tapes generates 
about 6,000 inquiries each year.6 KET reports that i 50.000 students nationwide are enrolled in its home 
study courses, and more than 2 million individuals have been involved in the home study courses since 
1975' 
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These videos oflen spur communilY lileracy cenlers 10 link pup. Is 10 olher r~ For e.ample, 
Indiana's director of adult education praised the program as a recruiting tool for ra t' literacy 
training. In West Virginia. the library commission furnished the videos for each public I a~able 
companies volunteered 10 broadcast the programs. A West Virginia man began viewing Ihe tapes.l' home. 
His wife and their children joined the exercise, then the grandfather. Soon aunts, uncles and cousins were 
ordering workbooks provided free by the state's library commission. 8 

Texas cable broadcasts reach about 3.1 million subscribers in 900 communities. From 5.5 million to 6 
million homes in Texas have the capability to view c:\ble,9 Many Texas schools. which are often sites for 
night adult literacy classes, have television sets in the classrooms. 

Literacy Instruction and Assessment 
V~lunteers are the backbone of the literacy effort. literacy Volunteers of America and Laubach .Literacy 
Action have trained almost .150.(X)() volunteers. and in 1992 taught some 200.000 people. to The Teltas 
Center for Adult literacy and Learning (TCAll) at Texas A&M University provides information to 
more than 500 literacy organizations. TCAlL is the paramount source of adult literacy information in 
Texas and of the five-state region of the Southwest. 

Texas lacks a statewide system for assessment of literacy skills. although literacy experts believe an 
evaluation of an individual's English deficiency should accompany each pupil. [n addition.' the 
considerable mobility of some pan.s of the Teltas population interferes with class attendance and 
recordkeeping. requiring a reevaluation with each relocation. Some literacy students find this so daunting 
they gi ve up. 

Recommendations 
A. 	 The Texas Center lor Adult Literacy and Learning (TeALL) should evaluate literacy instruc

tion videos and encourage cable companies to broadcast the best literacy programs, provide the 
Texas Education Agency with literacy tapes to distribute to public school districts, and explore 
the possibility 01 becoming one 01 the Adult Literacy Medla demonstration projects funded by 
the Ford Foundation. 

TCAll should evaluate basic literacy instruction videos with the goal of identifying the highest 
quality literacy broadcasts available. 

Cable companies should broadcast these videos with a supplemental tag line offering the TeALL toll
free number where the viewer can obtain information about programming. workbooks and local 
literacy providers. 

Literacy providers would play the videos for adult students. and educational service centers could 
promote the broadca.us through the schools. 

B. 	 The legislature should encourage universities that have approved teacher education programs 
to include adult literacy or adult English as a Second Language tutoring as part of their teacher 
preparation programs. 

This could alleviate the shortage of literacy instructors and provide education students with 
instructional experience in observation (raining. Texas' Centers for Professional Development and 
Technology offer internships for teacher certification and could channel student literacy teachers to 
the network of private and volunteer agencies and organizations in communities where the colleges 
are located. 
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Te).as Education Agency (TEA) should encourage the literacy student and lhe teacher 10 sign()~a contract, committing the pupil t-o attendance and complction of a ~signed m" Literacy 
Iraining is more 5ut:cessful when the pupil fulfills a commitment to a required schedule :R. 

C 	 The Legistaw« should instruct TeALL to appoLnt a task fOKe to evaluate existing ~'1 
assessment programs and establish a pilot program. 

To develop a statewide program. tht Legislature should form a consortium of statewide literacy 
providers such as Adult Basic Education. correctional facilities. English as a Second Language and 
pri'Vate literacy U'ail'ling groups to address literacy needs and establish a statewide standard. 

The goal would be to produce an individual assessment that CQuid be passed on to different literacy 
providers: in the form of a "portfolio" as a portable explanation of the leamer's proficiency" 

D. 	 The Legislature should encourage stale employees to particlpale as volunleer literacy 
mstruetors. 

Implications 
Literacy broadcasting is an efficient and quick way (0 ~:ach a large and diverse population. linking 
viewers to literacy providers. The televlston classroom offers a unique approach for the individuill 
reluctant to join a fannal class, 

These efforts must be part of a broader approach to reducing adult illiteracy through improvements in 
public education. employment training efforts and. ultimately, improving Texas' human resources. 

Flacallmpact 
The broadcast rights fee for the Kentucky Network. rapes. dupJicac:ion costs, workbooks, expanding the 
hteracy toll·free phone line, adding one person to help with the phone line and program ex.pansion would 
cost about $110,000 a year. This would be paid to TeALL as part of the statewide share of the literacy 
program funded by the Social Security Act. If the federal government does nol approve the plan, this 
program should be funded with general revenue. 

Endnotes 
I 	 US Departme:nt Qf Educa'lioo, National Center fot Education Swistics. Office of Rts.etn:h and !mprovtmen1. Adull LiII!!fl(Y 

m Anutj'ca: A fir-Sf Look at 1M Rt.1/o1lu 0/lite Naticnal A.dult Ut~TQ£)'Sur...,)' (Washington. D,C" September 199)). 
PI' 69-103. 

: Te:\as Li~y COUllCil, lHlidcpina HW1'ttUI CopltJli:.4 Fivr· Yl!ar Plan for &handllJ Litl!~ in 11!:Ws (Austill. Teus). p. 2. 
} The Ford Foundatiot\, 1t'ftlillWh 0Ni .4dvlt Litf'fQCY: Pumllial/or AcUlJ to i.Lamm, jar mt UfUtfWId POpuiOllM b)' Marian 

l, Schwartt (New York. New York. June 1992). p. 47. 
'" 	 1rlt'~;sj"'l aNiAdJdt £,iteracy. pp. 63-66. 
, 'n(etview with Marian L Schwanl, project director of Adult UW'XY Media ProjeCt. Educalional Development Center. New 

YOfk, New Yorit,0ct0bef4, I~. 
6 !nttn'tew with Lucille McDo'.lo'eli. iitcrncy coordinator, Louisiana Public Broadcasting Symrn. Baton Rouge:. Louisiana. 

Sc:tnembc:r 22. !994. 
1 	 TI!/t'lluion and 14du/r Lirtracy. pp. 21·18. 
It lme:rview with Donw Carver. diredor of sel'\'ices, Wesl Virginia Library Commission, Charleston, W(':st Yifsillia. 

Celom I j, 1994 . 
., InterView with Bill Arnold, Texas Cabic: TV Associa!ion, Austin. Teus, October II, 1994. 
10 U,S. Congress, Office nfTe:chnoto,)' Aucum<:nl.. Adull uruac.v 0IId Ntw 1u:ltrwlngirs: tools fer a l.if~lifftt (Washington, 

D.C" July 1993), p. 103. 
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Create a Statewide System of Adult LeaW41:-..,.., 

Labs for Public Assistance Recipients , . 

The Legislature should creait Educate Tex~ a statewide system of adult Jearning labs with child 
care facilities (or redpients of Aid to Families with Dependent Children. using state and local school 
funds and malchin, federal funds. 

Background 
Aid to Families with Dependent Children (AFOC) is a federal and state-funded program for needy 
families with children, The Job Opponunities and Basic Skills (JOBS) program. created by the federal 
Family Support Act of 1988, offers AFOC clients education. uaining. and support necessary to gain 
employment and become e<:onomically self-sufficient. l1te Texas Depa.rtm<:nt of Human Sel"lfices (DHS) 
administers both AFDC and JOBS. 

Federal regulations require states to enroll a certain percentage of AFDC diems in the JOBS program 
each year. [f these goals are not mel, the federal matching rate ror JOBS drops from 64 percent to 50 
percent, In the last two yeatS Texas nearJ)' lost this enhanced funding. and faces the possIbility this year of 
losing between $5 million and S 10 minion of the $33 minion in annual federal aid, I 

Adult Stu#c Education NIHIdtH1 by MIUIY 
One of the principal barrlt:rs to employment facing many AFDC clients is a lack of education. In a june 
1990 sample group of 12.000 Texas AFDC clients. 46 percent had no! obtained a high school diploma or 
a General Educational Development (GED) certificate. Among current heads of AFDC households. the 
figure is closer to 52 percent. 2Thirt)'~rour pertent had reached high school but not graduated, 13 percent 
had not gone beyond middle school. and 5 percent had only some elementary school education) Most 
employers require at least a high school diploma or GEn. One of tht lop priorities of the lOBS program 
is to ensure that AFDC clients reach this minimum le~1 of education. but JOBS lacks the resources to 

'serve all those who need basic education.. 

DHS has a $2 million contract with the Texas Education Agency (TEA) to provide adult education and 
literacy services (or JOBS dtenlS. Adult education programs m also run in TClI:AS by at teast 600 school 
districts and community colleges. The programs include basic skills training in English. computers and 
hteracy as weU as life skills and OED preparatIOn. Currently. more than 80 TeUlS school districts have 
child care facilities for student parents or labs for students enrolled in child development and 
intergenerationaJ care classes. 

Most of the adult education and literacy programs in school districts are funded through local 
cooperatives administered through TEA. using a variet)' of state and federal literacy funds. Carl D. 
Perkins federal vocational funds. state vocational funds and local funds. According to a study of adult 
education programs in Texas commissioned by TEA. sthool districts and community colleges pay for 44 
percent of adult education programs through in-kind support such as building usage. utilities. custodial 
services. maintenance, duplicating services and occasional staffing. 4 

For example. in the EI Paso Independent School District. the adult education program uses an otherwise 
vacant elementary school building_ and the school district pays for rour full-time custodians. utililies, 
maintenance. mail services. fumiwl"C and equipment This in-kind support is not turrenU)' considered to 



be state spending on adult basic education and literacy. and thus doesO~wn additional federal 
funds. ~/Lf 

Job-Rlttenl/Off Sid/Is IJnd Child Csre Are Also Crltlcsl ~'ll:"~ . 
Another barrier to employment for many AFOC recipients is an absence of "employment re ness" skills 
thai heJp a pcrs()fl keep a job. Studies show that more people lose their jobs nOl because the lack spedfic 
job skills or knowledge but because they are consistently absent or late for work, have poor work habits. 
are unable to get along with fellow workers or have poor personal grooming. lOBS provides classes in 
these skills. but agwn, it cannot serve all eligible AFDC clients because of insufficIent resources, 

JOBS also provides child care, transportation and other support services that enable AFDe clients to 
attend adult education classes, job training and work, When available child care and suppon service funds 
are exhausted, AFDe clients ate placed on waiting lists, 

About 47 percetlt of Texas' current JOBS dients receive aduJt education, parenting. life skills and GED 
preparation. bur no actual job training or search services, This group accounts for about 42 percent of 
JOBS child care and other support services. 

The Stare Auditor's Office (SAO) pointed out in its 1994 audit of the JOBS program that child care funds 
are spent inefficiently in Te;\a5. The Child Care Management System (CCMS) often pays for 40 hou('$.of 
chiid cal"e per week for clients training 20 houl's or less. From March 1992 tbrough 1anuary (993. child 
care expenditures through CCMS totaled $42.5 million. Annual client partiCipation houn for that period 
totaled 11.2 million. At the S 1.56 hourly rate, these client hours should have required $17.5 million in 
child care costs . .') Instead. CCMS spent ITl()Te than twice as much on chiid care than was required, 
according (0 the SAO audit 

Reeommendation 
The Legislature should ereak: Educate Tex~ a statewide system of adult Itarninllabs with child 
tare facilities in public scbools and community ('oUege lor dlents of Aid to Families with 
Dependent Children (AFDC). using state and local school funds to draw makhlng Ceder.1 
......geo<y _ran« and Job Opportunities and Bask Skins (JOBS) child care funds. 

The Texas Education Agenc)" the Texas Higher Education Coofdinating Board and the lteW work force 
agency described elsewhere in this repon should work'with school districts and community colleges to 
create on-Silt adult education learning labs and child care facilities, These facilities could significaft(1) 
increase the number of AFDC chen's receiving adult education services. Educate Texas could enable 
thousands of AFDC clients to train for their General Educational Development (GED) certificate and 
could shorten the: wait for openings into tile JOBS remedial education program. without increasing state 
general revenue expenditures. 

The initial interview for' enrollment in Educate Texas would be conducted al the time of J08S 
application. A case manager would determine the client's need. goals and eligibility for services. If 
educational needs wete identifted during the JOBS interview, (he client would be referred to the Educate 
Texas program. As with the California GAIN {Greater' A venues to Independence} program, Educate 
Texas would recognize and attack 'Caucational deficiency as a principal barrier to employment. 

The client would have one year from entrance Into Educ3le Texas to: complete the program and obtain a 
OED. On completion, these individuals would be- referred to JOBS for specific job training and 
employment referral services, Educate Texas would anow Texas' JOBS program to serve only clients in 
need of job training and employment services, 
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Educate Texas would provide the following basic emergency services: ./'\~'US' literacy training, 
GED preparation. pareming ski1ls. family dynamics and family re5pon$ib~ ~nseling and case 
managemem. child care and employment readiness training (such as work ethics ,~iew skJlls). 

One funding source for this program would be Title IV -A of the federal Social s~k which 
provides uncapped federal emergency assistance ror one year, matched dollar for dollar with ~Or local 
funds. Each state defines the conditions of an "emergency." lOBS child care funds, which currently have 
a federal matching rate of 64 percent, would also be used. 

Unencumbered state funds. local funds and donated funds and equipment could be used 10 draw down 
federal Title IV-A Emergency Assistance funds and JOBS child care funds for AFDC clients in the 
Educate Texas program. 

Implications 
The agency administering the JOBS program at the state level (the Texas Depanment of Human Services 
or the new work force agency proposed elsewhere in this report} would have to approve the creation of 
Educate Texas at the slale level. In addition. an amended Tex.as Emergency Assistance Plan would 
require federal approvaL If the plan did not receive federal appmva), Educate Texas couid pnxecd with 
designated state and local funds to draw down Texas' unused JOBS money. New funding (state. local and 
federal JOBS marching funds) would be used entirely for the increase in the number of 108S clients 
enrolling in Educate Te:r.as. Federal regUlations require that these funds be used entirely for new programs 
or enhancement of existing JOBS programs. 

At the local level. work force development boards would have to s~;:)ect Educate Texas as one of the ways 
(If serving AFDC clients in their area. Educate Texas would be optional for local school districts and 
community colleges. Districts involved in adult education programs could apply for matching funds, 
using existing in-kind contributions. 

Educate Teus could be enhanced by learning labs using a statewide television broadcasting system of 
basic literaCy. math literacy, English as a Second Language classes and OED preparation. recommended 
in another pan of this report, 

By diverting future JOBS clients into Educate Teus for education and related services. support set"Vices 
for these cllents could be funded through independent {and uncapped) federal sources-Title IV·A 
Emergency Assistance and JOBS child care. This would allow 42 percent of JOBS support service funds 
to be reallocaled to ex.pand JOBS services for clients who are ready for job training and employment 
search, 

Educate Texas clients WQuid be inCluded in JOBS enrollment. This would ell.pand the Texas JOBS 
program to include an estimated 47 percent more clients in the target population served. and should 
enhance the state's effon. (0 reach federally required levels of pan.icipation. 

Flacallmpacl 
This recommendation would have no impact on state general revenue funds. It would increase funds 

, available to I~al school districts and community colleges without requiring them to spend addiuonal 
money. 

Local school district and community college: funds already being spent would be matched dollar for dollar 
with federal Emergern::y Assistance. or matched 64 percent with federal JOBS funds'to expand cUlTent 
aduh education efforts and child care services. 
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()~JOBS program gains the most by being able to serve 47 percent more clients with no b ase. In 
addttton. about 42 pertent of current child care expenditures would be feaJ10cattd to m ~~ 
AFDC reeipients. 	 ~ ~,r 

Assumptions for the funding estimates below are based on surveys sent out to 12 of the state's 58 adult 
education cooperarives. The public school fund base is estimated at $9.3 million. the communit), college 
fund base is estimated to be $1.2 million. other adult education and literacy centers in publicly owned 
facilities have a fund base estimated af S720,00Q. and there is an estimated S2.4 million in other funds. 
Other assumptions include an overall federal matching nne of 50/50, a 100 percenl AFDC/JOBS 
participation rate. which covers new JOBSIAFOC clients entering the Educate Tex.as program only: and a 
15 percent program administrative cost 

Not O,in i. 
local 15'1. Foderal Funds 

Fiscal 
Yair 

S,~••IJCoII.g.
Fund Blla 

G.11I in Fed...1 
F.n'" 

Admini1lnlH.. 
C....• 

fOI Adult Ed...H•• 
Coop.ratlv.... " 

1996 $13.585.000 S 6.793.000 $1.019.000 $ 5.774.000 
1997 13.585.000 13.585.000 2.038.000 11.547.000 
1998 13.585.000 13.585.000 2.038.000 11.547.000 
1999 13.585.000 13.585.000 2.038.000 11.547.000 
2000 13.585.000 13.585,000 2m8,000 11,547,000 

• 	 Administrative ~5U are Split between inn Oepartmem of Human Services and Texas Center fw Adult Literacy and 
Learning. Texas A&M Uni¥en;ity. Department of Educalion. 

• ~Locaj 80vernmenUil entitieJ. 

Endnotes 
I 	 lnlet'Yiew with Kenneth lylu. Departnxnt of Human Services. AlISIin. ic\at. Febnwy 22. 19f/.t 
2 	 Texas Oepanmtfl! of Human St:f'Ii«s:, /Rmbgft1(lJtic Proj'ik ofAFDC CarntlUrs (Austin, Tens, AlilUst 1993), p. to. 
J 	 ~lftClmphic Pf'f>fti(r ofAFDC C(JniDi.ln, p. Hi. 
~ 	 Buttau (If 8uSU'tess and Government Rnean:h. Midwellem State University, A R~POf1 0/Adult EdlM:arklll Fwtding {It TofUU 

(Austin, Texas, August 1992;, p. 39 . 
.5 	 Office of the State AudiIOC. An Asu,t,!ItW!tU I)fliu JOBS Pragfl2m (Aunin, Texas. Marth 1994), pp. 23·24. 
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Establish a Permanent "Rainy Day" Account fOr"8tf~JObS 

The lqlslature should establish a pennaoenl "rainy day" a«OWIt within !be Smart J'.l::nd to 
help ensure the fund's solvency in years when state unemploymtnl imuraru::e fun. are unavailable. 

Background 

tn 1993, the Legislature created Smart Jobs, a customized jotHraining initiative to be administered by the 

Texas Depanment of Commerce. Smart Jobs reptaced the Work Force Development Incenaive Program. 

which was supponed with general revenue. 


The Smart Jobs program encourages companies: (0 offer training for existing employees that would 
position them for better paying jobs. and to hire and train new employees for certain high~wage jobs, If 
existing employees receive training to upgrade their skills, the training must result in at least Ii 10 percent 
Increase in wages, If new jobs are created, the jobs must meet certain statewide high~wage standards. 
Smart Jobs will pay up to 50 percent of businesses' costs for this training. In fiscal 1994.74 businesses 
applied for training grants through Sman Jobs.. Thirtywthree companies wen: awarded funds to train a total 
of 2.738 employees at a cost to the state of about $2.7 million.! " 

To pay for the Smart Jobs program. the Legislature created a holdtng fund into which IS deposited QIle

tenth of , perc:ent ofTelt8S' total (3Jtable wages. In years when the state Unemployment insurance (UI) 
Trust Fund exceeds its Hcor level-an amount set at either $400 miJ)ion. or 1 percent of the state's lo[al 
taxable wages for that year. whichever is greatet-molley in the holding fund becomes available for the 
Smart lobs program. In fiscal 1994. the Ut Fund balance fell below this floor level; consequently. Smart 
Jobs received no new revenue other than interest earned by money remaining in the fund. 

(n fiscal 1995. the Smart Jobs program has: a budget of $4.5 million. Because of a shortened collections 
year and a need to repay start~up costs. Smart Jobs should receive about $30.3 million for fiscaJ 1996. 
pro\l'l~d the trust fund is above the floor level. The fiscal 1997 estimate for lhe Smart Jobs holding fund 
is SS8.3 million.:2 

Smart lobs' funding system is inherently weak. simply because new funding will be unavaiJabfe in years 
when [he fund is nceded the most. In years of high unemployment. due to the high demand for 
unemployment insurance benefits. the UI trust fund balance wHi fall below Its floor, Acoording to Texas 
Employment Commission data. if the Smart Jobs fund had been created a decade earlier, in six of (hose 
years-1983 through 19S5-no appropriation would have been made to the fumP Although Texas is 
witnessing an upswing in business activity, there will be years of economic downturn. In such years. the 
demand for job training wiH increase. and no Smart Jobs aid will be available under the current funding 
plan. . 

The Bureau of Business Research of the Amencan International College recently surveyed a number of 
chief eXe(;utive officers across the country on factors influencing relocation decisions. T~ availability of 
a skilled labor forte ranked highest. ahead of traditional recruitment incentives such as tax abaremel1(s. 
urban renewal efforts and taxes," The survey results highlighted the imponance of job training for Texas' 
future economic development. The Sman Jobs fund should be put on .a more sound footing. not so 
vulnerable to the effects of Changing economic conditions, 
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. ReconvmmdaUon (?,() 
The Legislature should fStabllsh • pe"""""ot "nIlny day" .<count within the $~Obs fund to 
help e:nsure tbe availability of funds: iu years when state unemployment inlu nds aft' 
unavailable. '~ 

TPR recommends that the Legislature institute an annual spending cap of $40 million for the ~~ Job 
program. In years in which dedicated funds exceed $40 million, money above this Jevel should be set 
aside for a permanent "rainy day" account maintained within the Smart lobs fund. This would be an 
imerest~bearing account. with all earned interest dedicated to the fund, In years in which dedicated funds 
fall below S40 million. money from the "rainy day" account could be used to make up the difference. 

The Legislature could subsequcndy adjUSt the spending cap (0 reflect change$: in state training needs and 
;he amounts being received by the fund. . 

Implications 
This recommendation would provide funding for Smart Jobs in yea1$ in which tbe Unemployment 
Insurance (UI) fund is not solvent The spending cap level of S40 minion should be adequate to fund 
e~pected training needs for the immediate future, 

Fiscal Impact 

There would be.no impact on general teVenue. 


Endnotee 
I 	 Tel;!tS l)epanment of Cornmette. "Smart Jobs FuDdioB AwanWGoals for fY 94," Aus¥in. T(:U$. October 4. 1994, (Computer 

prilUCUL) 

2 	 InfetYiew with Mike Wheeler. Texas Employment Commission. Auatin. TeJ(lS, October 18. 19')4, 

3 	 Texas Employment Commission. -u,c. Trust fund History," Auwn. TcU&, My II, 1991, (Computer printout.) 
4 	 Bureau of Business R(:SC8fI!h. Ametian Intemalional College. WItr:I, TrJp Firms WIMtJl'Qffl MlUlidpaJitilfJ (SPrntgfieki 

Manacbusetts, May 191M). p, L 



Provide Emergency Cash Assistance to Families in C~tuations 

The Texas Department of Human Services should seek funding for a i~~:;Oject
to provide emergency cash paymenls for families at risk of becoming welfa__ ,...-~ 

Background 

Poor working families often are unable to pay for emergency expenses such as 

unexpected medical biUs, an unanticipated rent increase or a major car breakdown, Cash 

payments to cover emergency expenses caused by threat of an eviction or other loss could 

prevent many famities from entering the weUare system. 

The Social Security Act allows states 10 operate an emergency assistance program if the 

a5:sistance is necessary to avoid the destitution of a child or to provide living arrangements in a 

home for a chlld. I Some states use this approach 10 divctt potential welfare recipients and keep 

families intact Emergency assistance programs provide cash to families who receive Aid to 

Families with Dependent Children (AFDC) or to those at risk of becoming dependent on AFDC 

Cash payments may cover housing. utHtties. child care, housing security deposits. repair of 

household heating or coollng systems or plumbing expense..'i, moving expenses or car repairs. 

Some states provide emergency cash for cases of domestic vioJence or disasters. 

New York provides a one~time cash assistance benefit to AFDC recipients and those at 

risk of becoming AFDC cliems for basic needs involving housing, child care or utBitjes, This 

program has been in effect since the 1970s but has never been evaluated, 2 

Utah provides an annual one-time cash assistance payment for emergencies: for example, 

$300 for rent. $500 for a mortgage payment, $200 for utilities. In fiscal 1993-94, the first year of 

operation, Utah's demonstration program paid out $251.700 to serve 959 cases. 3 

Montana's prevention proposal is a once-in-a-lifctime cash payment for up to three 

montbs' assistance for famiHes who might otherwise become AFDC recipients, The benefit is 

conditionw on an agreement. If the family eventually goes on AFDC, it must agree to give up 

two months' payments for every month of emergency cash assistance the family receives. Also, 
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AFDC will provide up to three months' assistance one time if an A~ recipient obtains 

employment and goes off ArDC,4 <.JL\ '~"1 
Re<ommendation ~J' 

The Texas Department of Human Services (DHS) should seek funds for a 

demonstration progra~ to determine whether providing emergency cash for 

families ill crisis situations could divert potential AFDC clients. 

If the demonstration project receives funding. DHS should locate the project in high ~ 

employment areas. The project could save the state money provided thal employment exists for 

applicants whose emergencies might otherwise result in their winding up on AFDC. 

Implications 

This program would require the development of guide1ines to determine at the time of 

application which AFDC eligibles would be appropriate, The family's work history and ability to 

fulfill the 12~month obligation would be major considerations. DHS would need to study 

whether the emergency grant could be increased to include the whole family, thus ensuring cost w 

effective tracking of all individuals in a case, 

Fiscal Impact 

The emergency assistance grant level was assumed not exceed 25 percent of the grant for 

a year-in fiscal 1994. about $380. The foHowing estimate assumes that the state's share of the 

ArTIC grant for an adult only would be l:lsed to fund the emergency as.sistance grant. 

Fiscal Slate 

Year Savings 

1994 $0 

1995 o 

1996 o 

1997 o 

1998 o 
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Endnotes b 
Iu.s. Heo" or Rop""",";"', Comm;lt" o. w" ..." M"",, 1993 em. Book, o,,~;<W ~~'ilI Programs 

(Washington,D.C" 1993), pp. 650-654. t A 
21nter\liew with Robert Sharkie, program manager, New York Department of lIuman Resources lcity). A ~~1. 
31ntcrvicw with Steve Hillahrant. manager of support services, Utah Department of Human Resources [Suit Lake Utah?). 

August 5, [994. • 
4Interview with Penny Robbe, program manager, Monlana Depanmenl of Services and Resources, Austin, Texas, August 10, 

1994. 
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Increase Funding for Mental Health C: rIA. 
Children and Families " ~ 

The Legislature should finance mental healtb services for the T~xas Department of Me-ntaJ Health 
and Me.,.1 Ret.mUo. through lire us. or the ftderal Emergency Assistance Program In Titi. IV. 
A of the Sodal Seeunlr Act. 

Background 
The Texas. Departrmnt of Mental Health and Mental Retardation (TxMHMR) develops and coordinates 
services ror {he mentaJly iU.1he severity of the children's mental illness and the growth in the number of 
children needing services has placed enonnous demands on the servlce system, 

TxMHMR has budgeted $25 minion for children' s mental hulth services for fiscal !995 to serve about 
30,00(} children, Services include needs assessment, medicati()n~related services. crisis resolution. day 
treatment, family services. therapeutic foster and group care, substance abuse treatment and school~based 
services. The funds are distributed to Ihe mental health community centers through an interagency 
community management team. 

Elfl(lfglNlCY AsBllltBnce Program 
The Emergency Assis.tance Program in Title IV-A of the Social Security Act is a federal assistance 
program that could be used to fund mental health services. States are beginning to turn to the federal 
government for more help under this program, Although this program has craditionally been used by 
states as a supplemental or catastrophic income maintenance program. at least two states-Colorado and 
California-have begun claiming Emergency Assistance for mental health services. l 

The federal Emergency Assistance starute allows states great latirude in defining an emergency, the 
eligibility limits of the group to be served and the services to be provided to eligible persons. These funds 
provide assistance in emergency Situations to youth and their families. The federal government pays 50 
percent of the cost of maintenance, services and administration. 

In October 1993, Colorado began to use Emergency Assi!aance for mental health care of children 
ineligible for Medicaid under an approved slate plan that defines an emergency as the t'emoval of a child 
from home into publicly funded can: or supervision. 

Children enter the Colorado mental health system through hospitals or community mental health cenlers, 
[f ineligible for Medicaid. tney are screened for Emergency Assistance eligibility, Most claims are made 
for children entering expensive institutional cate, rather than those going into community or in~bome 
services. California's current definition targets families which have children suffering from mental illness. 

California has proposed a new, expanded definition of an emergency whlch would cover any child at risk 
of removal from the home due to a family member's serious mentat disorder or emotional dislurbance. 
This would allow E:rnergency Assistance eligibility in cases where a significant ~dult in the family is in 
need of treatment fOT mental illness and the child is threatened with removal from the home. 

Both ColoradO and California limit Emergency Assistance eligibility to persons not eligible for Medkaid. 
Both Siales have high income thresholds ($92,000 per year in California and $75.000 per year in 
Colorado). A high familYlncome threshold makes most children eligible. Withou( Emergency Assistance, 

Gaining Ground-253 



H.alth and Human Services 

both states would be serving-at state expense-all of the families they se~~he Emergency 
Assistance program. The definitions of emergency technically coincide with stat es defining the 
mental heaJtn service population, The state agencies continue to use the same menta assessment 
tools they used prior to Emergency Assistance implementation. Their goal i5 to achieve funding 
support without increasing the service population. thereby enabling them to provide a ~uate 
service mix. 

Te:\as has implemenled an Emergency Assistance program administered by the Texas Department of 
Prolective and Regulatory Services (DPRS). in which the definition of emergency is tbe risk of abu~ or 
neglect of a cbild, Texas could amend lis Tille IV~A plan to include Colorado's or Ca\ifornia's definition. 
Ihereby extending the program !o mental heallb. 

Detennining how many persons now served by TxMHMR would be eligible under the new Emergency 
Assistance definition depends on exactly bow the definition is written (and wbether it applies to adu!" 
mental illness or only children), the percentage of TxMHMR caseloads that are families with childrer 
(childless adults are not eligible), the income test (OPRS uses a limit of $63,000 per year) and the spee, 
and consistency of implementation, 

Recommendation 
Tnt Texas Department of Menea) Health and Mental Retardation (TxMHMR) should enter into an 
interagency agreement with the Department or Human Services (DRS). the nsponsibJe state agency 
for TItle IV-A. to amend the Title IV~A State Plan to include mental health emergencJes under the 
Emtrgenty Assistance program. 

'To realize new revenue, it would be necessary for Texas to amend its Title IV~A stare plan 10 include 
mental heahh emergencies. It would be necessary to implement the program statewide simultaneously and 
to provide a consistent set of services statewide, on an entitlement basis. to all persons meeting the slate' s 
designated eligibility criteria. 

In addition. it would be necessary for DHS to delegate much of the administration of menta) heallb 
emergency asslstance to TxMHMR and its local operatives. TxMHMR woutd deliver (certify) the non~ 
federat expenditures on which 1ht: federal Title IV~A claims would be based. DHS would relain final 
eligibility decision responsibility, as was done when the Departmenl of Protect've and Regulatory 
Services initiated the Cbild Welfare Emergency Assist·ance Program. 

Local community centers should be given 66 percent of all additional Emergency Assistance funds 
collected to cover adminislfarive costS and give them an incentive to administer the Emergency 
Assistance program. 

Impllcallona 
By including children's mental health services in the Emergency Assistance program. the current amount 
of state funds could be matched to receive addilional federal funds, 'The community also would receive 
additional federal funds. Under this recommendation, the state and the communities gain additional funds 
to mett the gmwing needs of children. 

Fiscal Impact 
The TxMHMR fiscal 1995 budget contains almost $25 million in general revenue for children's mental 
heahh services. These services were reduced to account for children who may be receiving Medicaid. 
While most of these funds would be sent to the community, the state would keep 34 percent. 
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About 15 percent of the Emergency Assistaru:e funds would be needed ti> cove,~ACI"Iw administering 
the program. including eligibility determination and documentation. ac(;ounting~~nagement, 
personnel srafflng and trajning, - I~ 

The net savings for the biennium would be $3.2 million. and local community centers would see12)...of 
$2.6 minion. To achieve c((lifiable savings. appropnaljons to T~MHMR would have 10 be re4uuiT ~ 

fiscal 
Y.., 

Sawl"",I.lho 
GlOmI Revenu, 

fund 

Cost I. Ih. 
GIMral Rev,nue 

Food 

N81Savi1lp 
10Il10 General 
Rmnul Fund 

Additional 
lotal 

RMOU' 
Change
Inrns 

1996 $1.289,000 $194,000 $1.095.000 $ 635.000 0 
1997 2,578,000 387.000 2,191,000 2.063.000 0 
1998 2.578.000 387,000 2,191.000 2.063.000 0 
1999 2,578.000 387.000 2,191.000 2,063,000 0 
2000 2,578.000 387.000 2,191,000 2,063.000 0 

Endnote 
I 	 Te.lu Cumptroller of Public Accounts, Rl'cammtlmttuion IQ Improw NO#t·Sta(~ FWlding/OT Slmt "ublic AtSUtGlK'.!, by ,he ~ 

Institute for Human Services M,mag¢ment (Au$!in, TexM. October 14, 1994). p. L <Con:wiW!t'r. report-) 
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Increase Federal Funding for Chemical De~ejlcy 
And Treatment Services fA>

The Legislature should use federal funding under the Emergency Assistance Program in Title IV.A 
of the Social Security Act to nnance chemical dependency services for the Texas Commission on 
Alcohol and Drug Abuse. 

Background 
The Texas Commission on Alcohol and Drug Abuse (TCADA) provides an array of chemical 
dependency prevention and treatment services. including community-based outpatient and residential 
programs and services within corrections facilities. The demand for prevention and treatment services has 
risen steadily the last several years, but funding has not kept up with this demand. In its 1996-97 
appropriation request. TCADA estimated that, with its projected level of spending. only a small 
percentage of Texans in need of its services would be reached. 

TCADA receives the majority of its funding from the federal government for chemical dependenc'y 
prevention and treatment services. TCADA's fiscal 1995 budget is more than SI80 million, of which the 
federal share is 53 percent. about $96 million. I 

Federal funds supporting TCADA programs are either "capped" or discretionary. In capped programs, the 
funding level can only be a certain amount regardless of TCADA's demonstrated needs, while in 
discretionary programs, TCADA must compete with olher stales for a limited source of funds. available 
only for a limited period. 

Health and human services agencies in other states, including those with chemical dependency programs. 
are beginning to seek funding from federal entitlement programs to give tnem a more stable and 
expansive funding base. Two federal entitlement programs that have substantial potential for TCADA 
programs are the Emergency Assistance (EA) program in Title IV-A of the Social Security Act and the 
Title XIX Medicaid Program. 

Emergency Asslstsnce Program 
Since its enactment in 1968. EA mainly has been used by states as a supplemental or catastrophic income 
maintenance program. Emergency Assistance funds provide help in emergency situations for children and 
adolescents and their families. 

The definition of an "emelJency" in Texas' Emergency Assistance plan. wh!ch detennines what programs 
may receive federal EA assistance. does not include chemical dependency; no other state's plan does. 
Even so, the federal statute on EA grants states a great deal of nexibility in defining emergencies. the 
eligibility limits of the group to be served and the services to be provided. In recent years, several states 
have received approval to define emergencies more broadly. thereby increasing their federal funding. In 
California. for instance. Emergency Assistance is available to youths at risk of removal from their homes 
because of behavioral problems. 2 

Some of TCADA's chemical dependency services could be paid through Emergency Assistance by 
amending the state's Title IV-A plan. An emergency could be defined as a situation in which a child is at 
risk of removal from the home because of his or her own or an adult family member's chemical 
dependency. The amended definition of an emergency. combined with a fairly high income threshold for 
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assistance (an EA program conducted by the Texas Oepan:ment of Protec ve: egulatory Services 
uses an annual income limit of $63,000), ~ould make many individuals serv C VA eligible for 
EA. The treatment services available under EA could include both communityw insHrutional 
programs, 'l' 
The number of TCADA clients who wou1d be eligible for EA would depend on a number of factors, 
including how the Emergency Assistance definition is written; whether il includes adult or children's 
chemical dependency; the pen:entage of the TCADA caseload that would comprise families and children 
(childless adults are not eJigibie); designated annual income thresholds; and the speed and consistency of 
field implementation of the program. ' 

Medicaid Program 
Funding for some of TCADA'5 chemical dependency prevention and treatment services also could be 
caprured through Medicaid. These treatmenl services could be covered by Medicaid funds for eligible 
clients. if prescribed by a physician. Also. certain outreach. case management and other support activities 
may be eligible for reimbursement, resulting in new federal revenue for the state, 

TCADA already has initiated an effo" to 5e<:ure Medicajd reimbursement for its :residentiaHy~based 
treatment suvices. While the outcome of this effort is not yet clear. the potential ellisls for TCAOA's 
communify~based services to receive similar reimbursement. In fiscal 1995. TCADA's state-only budscI 
for outpatienl and community-based residential services was more Ihan 517 ,5 miUi'l>n) A large 
percentage of community-based services are targeted for children and adolescents. Thirty~four percent of 
Te:-:as children are eligible for Medicaid," 

Recommendatlone 
A. 	 The Health and Human Services Commission should coordinate with the Texas Commission on 

Al<ohol and Drug Ab.... (TCADA) and lbe Te ... o.partment .f Human Servi .... the ,i"llie 
,lat. agency for Title IV·A. to .....nd !be TItI. IV·A ~II<Y Assisu.- Plan. 

The state's Title IV·A Emergency ASSistance plan should be amended to define eHgibiHty 
requirements 10 include either the ch.ld or a significant adult '" the family in need (If chemical 
dependency treatment. . 

B. 	 TCADA should continue 10 study the benefits ofincludinl dttmkal dependenq tRatment as 8 

Medicaid ..",ice. 

This would require amending the Slate Medicaid plan to include chemical dependency treatment as an 
allowable service. 

Implications 
By including chemical dependency in (he Emergency Assistance and Medicaid programs. the current 
amount of state funds speD( could be matched to receive additional federal funds. Defining chemical 
dependency as a covered service under the Medicaid or Emergency Assistance programs carries a risk of 
creating an open-ended entitlement program for Ihese services, For [his reason, it wouJd be important to 
define eligibility carefully 10 ensure: that Ihe program is not expanded to increase costs to the state. 

Fiacallmpact 
TCADA's fiscal 1995 budget reflects $30.4 million in general revenue and $53,4 million in interagency 
contracts.:S The majority of the interagency revenue comes from TCADA's contract with the Tens 
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Department of Criminal Justice (TOeJ). The population served by TDCJ that'wl be eligibk: fOf 
Emergency Assistance includes inmates, probatiooers and parolees aged 11 (brou ~d all who are 
parents of children and adolescents, TPR's estimate conservatively assumes that 20 pe¥ejlt'tJ the total 
TDC1 population should be considered for lhe Emergency Assistance analysts. A ~ 

Based on ex:perience in other states. i1 is estimated that 25 percent of the services provided ~TC~ADA 
could be reimbursed Ihrough the Emergency Assistance Program or tbe Medicaid Program. (. At least 10 
percent of TCADA's caseload should be eligible either fOT Emergency Assistance or Medicai(.t The 
federal matching rale of 50 percent for Emergency Assistance and Medicaid administration was used for 
!he estimate. 

The administrative costs have been estimated at 15 percent of any new revenue. Startup is assumed 10 

take six months. 

Net savings for general revenue would be $653,000 for the 1996·97 biennium. To achieve certifiable 
savings. appropriations IQ TCADA woold have to be reduced accordingly. 

Fistal 
Vm 

SIYIIIgs In 
fII. Go....1 

ReYHuefand 

C." 10 
tile G...."'I 

R.~.ftu. Fund 

Nol Slvlngs 10 
lila Go....1 

R'MftU8 Fund 
ChanQoln 

FT& 

1996 $256,000 $39.000 5211.000 0 
1997 513,000 77.000 436.000 0 
1998 513.000 77.000 436.000 0 
1999 513.000 77.000 436,000 0 
2000 513,000 77.000 436,000 0 

Endnotes 
I Texas Commission on Alcohol and Drug Abuse. ugiJ/gliw Appropriall'oru Rnp;D'for Fiscal Yt'an I~ and 1997 

! August 3, 1994, AUSlin, TUa!t, p. $. 
1 T(:us Comptroller of Public AccountS. Rt't:~ndoritm Ie Improvt Non-Srat/! Funding/Dr Stak PJJJic Assistal'lu. bylne 

Institute tor Human Strvices Management ,Austin. Te.as.. October 14. 1994). p. 11. (Consullanl's reporo 
,) ugislativt' Appropriations Rttqwsl fer Fiscal Yt'ars 1996 and 1997. p.23. 
4 E511mat-es jointly developed by the TC1l1U Education Agency and Ihe Depanmem of Human Service~, 199.l 
:. ugislaJill, Approprwtions Rl!quut1M' Fiscal rt'~r.t 1996 and /997. p. 5. 
6 Rt'COIMIt'lidalifNI10 ImproY/! NOI'I·Stall Funding lor Stale Public A.uUfatU:t. p. 18, 
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Stop Returns to Welfare '»J 

~ 
Sometimes families struggle out of the welfare system only to fan back in beC~ 

cannot make a living wage or because the system itself provides few incentives to work. Many 

people rely on Aid to Families with Dependent Children (AFDC) for short periods between jobs. 

Others cycle in and out of the system many times as their life circumstances change. 

The overriding goal of any welfare reform effort must be to help families become self· 

supporting. The first priority of every element of the welfare system--eligibility detennination. 

case management, service delivery, education, job training and employment services-must be 

client self-sufficiency. If the provided service docs not somehow move the client closer to that 

goal. then that service should be examined and changed. 

Local communities must have the means to develop their own specific delivery systems. 

Public assistance programs that work in Dallas may be useless in the Rio Grande Valley. The 

role of state agencies administering these programs should be to determine broad priorities and 

goals, provide technical support and information and help fund local programs. 

A key initiative in this section proposes empowering local work force development 

boards to design and implement the education, training and employment plans that best suit 

community needs. These boards, created by Senate Bill 642 in the 1993 legislative session, are 

now overseen by the Texas Council on Workforce Competitiveness. The Comptroller'S Texas 

Performance Review (TPR) has proposed the creation of a new state work force agency that 

would oversee local board programs and, among other duties, would take over administration of 

the state's Job Opportunities and Basic Skills (JOBS) program from the Texas Department of 

Human Services (DHS). 

The local boards could tailor innovative programs, using state and local funds to draw 

down federal funds under the JOBS program and cash from AFDC or food stamps. Texas 

communities could adapt other states' initiatives-which might include privatizing work training 
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and placement services. temporary job subsidies or community work ex~~rogr-.uns-to 
suit thejr own needs. ' '4 

To'cover these boards' start~up costs and micro-loans, we recommend fA ' 
Legislature ~1ablish it permanent revolving loan fund to local governments from &31 
revenue. Among the innovative programs that local boards might implement are job clubs, 

internship programs and entrepreneurial incubators for AFDC recipients. 

Also in this seetion. we re<ommend adjustments to the state AF[)C and JOBS 

programs that would remove disincentives to work and move caretakers into the job 

training system more quickly. We aL~o recommend that Texas~ private industry councils' 

use funds available under the Job Training Partnership Act to create programs to train 

public assistance recipients for jobs iliat are In demand locally. 

Finally, a TPR recommendation reproduced In this section would designate the 

Comptroller's office as the lead agency for promoting awareness of the federal Earned 

Income Tax Credit. Greater use of this tax credit could put thousands of additlona] federal 

dollars In the hands of Te.as' working families. 

Texas JOBS: flow Do We Slilck Up? 

Many AFDC recipients arc required to participate in JOBS education, training and 

employment programs to heJp them become self-supporting. The program exempts AFDC clients 

who care for children under three, who or are ill or incapacitated or care for such a person, who 

work more than 30 hours per week or who are under 16 and in school full-time, While in the 

JOBS program. a client continues to receive the basic AFOC grant-in Texas, $1&8 per month 

for a family of three-plus Medicaid and food stamps. 
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States must provide JOBS participants with case management, edUl¢,jeb skills and 

job readiness training, job development and placement services, child care and";~ation, 
States also must provide at least two of four optional services, including group and il~:a,\J~tI job 

search activities, on-the-job training, work supplementation programs and community w~ 

experience. The optional components of Texas' JOBS plan are on-the-job training, job search 

and a specially approved alternative work experience program. 

DHS administers the JOBS program in 87 counties that serve about 90 percent of the 

eligible adult caretakers. In 1992,45 percent of Texas' JOBS funds were spent on child care; 36 

percent went for service delivery and case management; 8 percent for job readiness and job 

search activities; 6 percent for transportation and other support services; and 5 percent for 

education services through an interagency contract with the Texas Education Agency (TEA). I 

Texas does not use federal JOBS funds for job training. Rather, job training for Texas' 

JOBS clients is funded by Title IIA and lIe of the federal Job Training Partnership Act (JTPA), 

administered by the Texas Department of Commerce. 

In other states, job training is an integral part of the JOBS program. Arkansas, which 

captures all available federal funds from JOBS, has a very active job training component. JOBS 

case managers go out into the community looking for companies that are hiring. Case managers 

can offer to train any JOBS clients the company will hire, as well as provide customized training 

for the company. Some companies in Arkansas have agreed to locate in low-employment rural 

areas in exchange for customized training provided by the JOBS program.2 

In Texas, JTPA job training consists mostly of vocational-type training classes. On-the

job training is rare, except that hospitals often provide training in health-related fields. 

Texas supplies job search and job readiness activities mainly through an interagency 

agreement with the Texas Employment Commission (TEC). Levell clients-those with a high 

school diploma or General Educational Development (OED) certificate·andlor recent work 

experience-are referred directly to TEe. Clients who cannot find jobs through TEC are referred 
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back to the JOBS case manager, who may refer them to other sources of job tr~r education 

if they are available. . ~.I\' 
(n Texas' alternative work experience program, case managers seek out local PUbll~ 

non~profit agencies wming to use these cljenls as volunteer workers. Unpaid work experience. 

lasting up to six months. may help the client find a pennanent job later. 

In March 1994, the Office of the State Auditor released the results of an extensive study 

ofTexas' JOBS program. The report cited the following problems: 

• The program needs to define its goals and evaluate the program in relation to them. 

AlthQugh the Slaled goal oft~e JOBS program 1S to "'move toward self-sufficiency," 

self-sufficiency has never been defined in mea..urable terms. This make~ it impossible 

to measure the program's success objectively. 

• 	Shorl~term results indicate that program participants have yet 10 achieve higher wages 

than non-parricipants. The study examined one group of AFDe clients in the JOBS 

program and another AFDC client group not enrolled in the program. When members 

of these two groups became employed, the study found no significant differences in 

their earnings-although a larger pen:entage of the lOBS group had jobs by the end of 

the analysls period. 

• 	Avaiiablefedaalfundingfor the JOBS program is nol beingfuily used. State funds are 

insufficient to draw available federal appropriations to Texas. The state lost an 

additional S7.4 million during 1992~93 because DHS transferred some available state 

funding-which couJd have been used as. matching money at the higher JOBS rate-to 

another program with a lower matching f'dle. 

• Managemem controls over child cure are not effective. Ineffident use of child care 

funding cost the state $6.6 million during an II ~month period ·in 1993, the State Auditor 

found. One reason was iliat the Child Care Management Services {CCMS} Division of 

DHS often paid for a 4O~hour child care week when client~ were in training for only a 
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part of that time. The audit also found instances where CCMs~or inappropriate or 

unnecessary child care. In such cases, a case worker mighl indica~eed for Ihree 

child care slots for a client's three children, when in fact, two of the ~~ere 

enrolled in school. As a resul!, some regions of Ihe Slale had 10 Slop laki(g~c1ienlS 

because they ran out of child care funds . 

• Opportunities exist to increase cooperation between JOBS and JTPA. Although serving 

JOBS clients is one of JTPA's top priorities, the number of clients served has actually 
, 

declined . 

• Cumbersome management processes for case managers limit the effectiveness ofthe 

JOBS program. The audit report cited specific management problems within DHS and 

burdensome documentation requirements, some of which are not required by the federal 

government.3 

The audit report concluded with a series of recommendations designed to solve some of 

these problems. The Comptroller's recommendations in this report incorporate some of the State 

Auditor's proposals. 

Endnotes 

Iintcrview with Kenneth Lyles, Texas Department of Human Services, Austin, Texas, October 31, 1994. 

2 Interview with Ken Cook, Texas Department of Human Services, Dallas, Texas, October 24, 1994. 

30ffice of the State Auditor. An Assessment ofthe JORS Program (Austin, Texas, March 1994), pp. 1-3. 
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Create Innovative Local TraininglEmployment I'rog~ 

Texas should empower its local work rorce development boards 10 desig~lement
innovative educational, training and employment programs for welfare r .,. , (alloN({ 
to meet local nerds. . :,..(\ 

'JA 
Background 

One summary of the results of programs to train or find jobs for welfare recipients notes 

that programs developed and supported at the local level tend to work best. "Management 

experience in both the public and the private sectors suggests that decentraJjzed programs that are 

responsive to local conditions and 'owned' by participants are more likely to be successful than 

programs imposed from the top." I 

In 1993, the Texas Legislature created the slate Council On Workforce and Economic 

Competitiveness and toeal boards to improve the coordination of Texas' employment and 

training programs. These optional boards arc responsible for designing local plans to deliver a 

broad range of employment and training servi-ees, 

The Comptroller's Texas Performance Review (TPR) has recommended the creation of a 

new state agency to take Charge of all major work force development programs, This agency 

would djfectly control programs such as Job Opportunities and Basic Skills (JOBS) and Food 

Stamps Employment and Training (FSET), administered by the Texa'i Department of Human 

Services (DHS): Job Training Partnership Act (JTPA) programs administered by the Texas 

Department of Commerce; Adult Education. administered by the Texas Education Agency~ and 

Employment Services. administered by the Texas Employment Commission. 

Currently. the resources of all these programs are used to serve public assistance clients 

through a system of interagency referrals. subcontracts and infonnal networks. but their separate 

location and administration-including separate planning, budgeting. and information systems~ 

make increased cooperation and efficiency difficult, The new state agency proposed by TPR 

would administer an these programs. making it easier to implement "one-stop" employment and 

training centers for an trainees and busmesses. 
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,The new agency also would work with the federal go~ernme~liminate the current 

separate bUdgeting" reporting and other requirements thaI draJn money a1~r admini,trative 

costs at the state level when it couJd be used much better at the local leveJ, Mf~e individual 

sums now coming to Texas for JOBS. FSET, Adult Education and other progr~?eg 

current and potentja] public assistance recipients would be allocated to Texas in a smgle block 

grant for work force development. 

The local work force development boards would use state and federal funds, provided 

initially through the major existing education. tr.aining and job programs-and in the long run by 

the work force block grants-to operate the specific programs the boards chose to implement. In 

addition, any local funds brought to these programs could be used to draw down additional 

unused federal funds under the JOBS program. 

Once the new state work force agency took control of the JOBS program, it would be 

responsible for the state plan and could make changes to coordinate JOBS with other work force 

efforts related to clients of Aid to Families with Dependent Children (AFDC). One change would 

be to allow JOBS money 10 cover training costs and to allow local boards to develop their own 

programs. DHS estimates that Texas will have $41 million of unused JOBS funds in fiscal 1996 

and again in 1997. 

Through Qne·srop employment centers. simplified and streamlined eligibility 

detennination systems. single case management and other innovations, the local boards would 

re-engineer their many delivery systems into a single manageable and coherent program. To 

perfonn these functions. local boards would have the full technical and informational support of 

the new Slate agency. 

In addition. the local boards would have the authority to select programs for their areas, 

based on the needs of their welfare and unemployed populations, The board,' primary goal 

would be to help people find well·paying jobs and leave public assistance as quickiy as possible. 

If the local population needs basic education and training, the board should estahlish appropriate 
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programs. If major employers are moving or closing. the board should~ resources on 

retraining employees for new jobs. 1:",,"1 
In Fort Worth. when a major defense business shut down, leaving hund~~~hNlg-tjme 

employees our of work, a major electronics firm moved into the facUity and needed Cers 

trained in that industry. Local private industry councils under the JTPA system worked closely 

with the new employer, designing customized training programs to teach workers the needed 

new skills. This kind of government~industry cooperation can heip meet the complex problems 

of local labor markelS. 

Placing AFDC Clients in JQb, 

For many AFDC clients. lack of work experience is a significant barrier to finding steady 

employment. About half of all clients have not graduated from high school and many have no 

work experience or skills that would make them employable. 

States have attacked this problem in different ways. Indiana, Missouri, Minnesota and 

New York have experimented with programs that offer temporary subsidized work to give clients 

experience in the work place, Most supported employment plans subsidize jobs by "cashing out" 

food stamp benefits. Oregon has begun a similar program, Jobs Plus, combining a cash~out of 

food stamps with AFDC payments to subsidize jobs. 

Business involvement is critical for Ihis Iype of approach, since participating companies 

are usually required to offer on-the-job trainjng and employ the clients for a specific length of . 
time. In such programs, clients get work experience and on-the-job training, receive a reguJar 

paycheck for their efforts and increase their self«csteem by going to work every day. 

On the minus side, such work experience is brief, usually six months. The clients, 

however. do receive vatuable work experience and the motivation to find a permanent job. 

Other states enroll elienls in communily work experience programs (CWEP). 

Connecticut. Vermont, Wisconsin and other states offer community service work for cHents who 

fail to find jobs after specific periods on AFDe. Like supported work programs. CWEP 
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progmms offer clients temporary work and are not designed as permanent jO~~nts. One 

problem with .his .ype of program is that the local community often hears the b~/~anCing, 
and the program becomes a local mandate. [(Congress passes a time~limited model Of~~ 
reform, however, community service programs will become the most likely vehicle for per- .. 

AFDC employment. 

A few states have turned to the private sector to place AFDC diems in jobs. America 

Work!'; is a private corporation specializing in this area. New York has contracted with America 

Works for seven years and claims an 82 percent success rate. The state pays the company a 

specified amount, usually about $5,500, for each client successfully placed in a job for several 

months. \Vhile acluaJ job training is minimal, the program stresses punctuality, appropriate work 

behavior and dress and jnterview skills. Once a client is hIred, America Works supports the dient 

for three months. paying a minimum-wage salary, visiting the work site, working with the client 

and his supervisor and belping resolve any personal problems the client may have. 

Critics of America Works claim that New York is paying thousands of dollars for c1ient.'i 

who never find jobs, Once the dient finishes the initial one-week session, America Works 

receives $980, the first of three installment payments. The bulk of rhe fee--$3,855-is paid after 

the dient has completed three months of work: and is pennanentJy hired hy the employer. 

According to the New York Times, "since 1989 New York State has paid nearly SI miIJion to 

America Works for pwple who never found pennanent work-about $]33,000 for people who 

entered the course but never found jobs and about $857,000 for people who did not stay in their 

full4imejob for more than three months,": 

}obClubs 

A program called Work First helps potential welfare clients find work. sometimes even 

before their AFDC application is approved. This concept uses job clubs and job readiness 

activities to motivate clients 10 find and apply for jobs. The job clubs may be operated by non

profit groups such as the Salvation Anny or United Way and are funded through JOBS, using 
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local matching funds. The Work First models in Wisconsin and New yo;9~e been 

particularly successful, " ~ 

In the Work First program in Kenosha County, Wisconsin, all mandatory J~'Xam 
participants must be looking for jobs within seven days of application. The goa) is to ha(;aJi 
clients working within 11 weeks of application, Clients spend 40 hours a week in job clubs while 

their children receive on-site day care. By the end of 1992, 70 percent of the 1,263 progrnm 

participants were either off AFDC (54 percent) or working (16 percent).' 

New York operates a pilot program caHed Jobs FIRST in two counties, Applicants are 

screened and classified as either job~ready, not immediately job-ready but employable or faced 

with substantial barriers. (This classification system is similar DHS Levels I, II and HI in Texas,) 

Ali clients are encouraged to enter the Jobs FlRST program and are placed in job clubs. 

Internship Programs 

Almost every state pursuing welfare reform has developed programs to provide training 

or incentives to encourage welfare recipients to go to work. Few modejs. however, consider the 

role businesses should play to ensure that jobs exist for those willing to work. 

Utah's Single Parent Economic Independence Demonstration Project (SPEID). in 

partnership with Utah's Women in Business Management organization. paired single AFDC 

parents whh mentors in the workplace. This public-private partnership concentrated on entry~ 

level positions in industries that gave SPEID participants the opportunity to obtain widely 

marketable job skills.4 . 

Utah marketed SPElDJO area businesses as a practical. manageable way to take part in 

uddressing the needs of single-parent welfare recipients and to increase the pool of skilled and 

experienced workers,S Since 1988. wben the program began. more than 200 businesses bave 

agreed to provide internships for and to mentor more than 1,000 participants, () 

SPEID asked participating businesses to a<;sign a mentor to each intern in the program. In 

return, SPEID placed an intern with the business for three to six months at no cost to the 
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plus additional cash to cover work-related expenses such as transportation. doti1l;lIl'lf" 

Businesses were not obligated to hire the intern upon completion of the internship. 

mentors were asked to assist participants with references and networking opportunities. 

Participants were referred to SPErD from traditional tr'dining programs where they had 

already received their general equivalency degree.... (GEDs) and pre-employment training, 

including job seeking and retention skills. Utah used both state funds and federal JOBS funds to 

cover expenses in excess of its usual welfare grant. The state obtained appropriate waivers to 

allow direct payments for work-related expenses to be treated as a reimbursement rather than as 

recipient wages. This waiver permitted participants to receive additional funding without 

jeopardizing their benefit levels. 

Each participant in SPEID received intensive case management. including monthly group 

sessions and lunch seminars covering topics such as appropriate work attire, leaving children to 

go to work and coping with new situatIons. Both participants: and mentors viewed the case 

management requirement as essential 10 the success of the program. 

Utah's leadership decided early to house SPEID with area private industry councils rather 

than with the state welfare agency to help create ajob placement atmosphere and to encourage 

business involvement. Both rural and urban counties participated in SPEID. 

Three years into the project. the University of Utah. at (he request of the U.S, Department 

of Health and Human Services, evaluated SPEID. The study examined three groups of welfare 

recipients: non-random, random and control groups. Those in the firs.t tWQ groups had 

participated in SPEID: the control group had not. About twice as many SPEID pantcipams ali 

controls had full-time employment after 12 months.? Perhaps more importantiy, after six months. 

more than 55 percent of the SPEID participants were no longer receiving AFDC payments. 

versus fewer than 40 percent of the controls and program dropouts. More than half of those 

completing the internship received job offers from the company that provided the internship, 
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Enlrepreneuriallncubators ~ 

In 1988, a consortium of five states-Iowa, Maryland. Michigan, MinneS~d 

Mississippi-contracled with the Corporation for Enterprise Development 10 conduct~xear 
demonstration project testing the concept that self-employment or business ownership caf""be ~ 
viable way for some AFDC recipients to leave public assistance. The objectives were to provide 

tfaloing. technical assistance in business development, access to capital and a support network 

for AFDC recipients, 

Each state obtained waivers from existing federal AFDC regulations that prohibit self

employment. The regulations concerning the treatment of asseLo; and income had to be adjusted 

so that participants who started businesses would continue to receive AFDC and Medicaid 

benefits for one year. The program ran for four years in each state and has provided positive 

outcomes for more than 500 smaJl businesses.8 

In Michjgan. the Detroit Setf Employment Project (DSEP) has been successful in 

developing entrepreneurs. Case management responsihilities include training participants in 

special budgeting and reporting procedures; records management; maximizing benefits in the 

least obstructive manner for participants; and helping the participant build a successful business. 

support services include day care, Medicaid. transportation and access to small grants. 

The program's II-week training component helps participants assess their interests and 

skills (elating to enterprise opportunities. Training is provided through classes, workshops, 

conferences and problem~solving clinics. A revolving loan fund provides resources for 

entrepreneurs (0 buy start~up eqUipment Participants are given access to computer training and 

help in conducting market research and crealing a business plan. 

DSEP has produced almost 100 successful new businesses. including accounting 

services, advertising firms. catering services, child care facilities.. construction contractors, food 

manufacturers Dnd printing and secretarial services.'} 

Two loan fundI! were established to support DSEP and provide capital for busines.·, 

development The Direct Loan Fund, providing up to $2,000 for qualified applicants, was 
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established with a $75,000 grant from the Mott Foundation. The Loan L~L~ve Fund was 

established with a $50,000 grant from the Michigan Department of com::r~ ~sed to 

back up loans from participants with a reliable repayment history with the Direct ~d. 

Recommendations 

A. 	 Texas should empower local work force development boa~ds to design and 

implement educational, training and employment plans for their areas, choosing 

from ihe many available programs. 

The local boards would submit proposals to Texas' new work force agency for approval. 

Approved area plans would become local demonstration projects. 

Local boards should have as much freedom to develop proposals as possible. Boards 

would have the authority, for example. (Q bid for a cash-out demonstration project using AFDC 

and food slamp benefits to subsidize jobs. The jobs could provide temporary work experience, or 

the money could be used to subsidize pennanent jobs for a specified period. 

The Legislature would need to create a pennanent revolving fund to cover start-up costs 

until cash-out funding becomes available. This pennanent fund would come from general 

revenue, drawing down matching JOBS funds at the 36/64 state/federal rate. Money drawn from 

this fund would be replaced from the cash-out funds as they become available. 

Although the local boards would be responsible for administering their programs, the new 

state work force agency would have to approve any changes in the structure of local programs. 

Local boards would have to report quarterly to the agency on the administration and 

effectiveness of their programs. 

B. 	 Texas should encourage those applying for or receiving AFDC benefits to 

participate in job readiness and job search activities. 

The local work force development board could establish a Work First program under the 

JOBS program and use state and local funds to draw down federal funds. 
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/~
Local public or non-profit groups could bid to run job clubs whe~tU~ would spend 40 

.. ',_ ,t
1'

bours per week in job readiness and job search activities, Block grants rnight'Q..",,, 

allow each local board to offer a limited number of subsidized jobs for clients w 

difficulty finding jobs through regular channels. 

Job clubs could aJso work with local agencies and non~profit groups to establish a 

community work experience program. Such programs would pro"Jde limited part-time work 

experience as a first step in obtaining job skills. 

C. 	 Texas should empower local work foree development boards 10 offer inlernshlp 

programs as an option fur AFDC recipients. 

Such progrJ.ms could be !lponsored by business-related service groups, as in Utah. 

Funding through hoth JOBS and JTPA would be required, Local funds donated could receive 

federal JOBS matching funds. and the proposed stale revolving fund could provide local start-up 

funding. All AFDC benefits would continue for clients in the internship program. and a 

combination of JOBS and ITPA support funds could provide work clothing and 1001s. 

transportation and child care, 

D. 	 Texas should allow local work force deve,lopment boards to create entrepreneurial 

incubators for public a'tSistance recipients to start their own businesses. 

Local boards could include this option in their area plans and apply for start~up funds 

from the state revolving fund. These funds should be matched 50150 with funds donated by loca] 

businesses. 

Once AFDC dients were enrolled in the program. regular funds for training and child 

care would be forthcoming from the JOBS program, Money from the state revolving fund would 

be repaid with these JOBS funds. As Wilh other JOBS programs. any local funds donated to the 

program could be used to draw down additional unused JOBS funds. Start-up loans for new 

businesses would be paid buck inl0 the fund by the businesses. 

e 	 November 12_ 1994 
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Implicatloos ~...(\ 

Recommendation A would require a statewide federal waiver approving the use Of~ 
out funds. and each approved proposal might require an individual waiver. Congress recently 

passed legislation linljtjng the number of states that may use cash·out options for food slarnps. 

Other states have already submitted waiver requests. One of the requirements. to receive a waiver 

is that the state must be working to implement electronic benefits transfer (EBT). Texas, as one 

of the few states with a working EBT program, should be a prime candidate fo~ a cash-out 

program waiver. 

Any waiver reque~( would have to demonstrate federal cost-neutrality. With Texas' small 

AFDC gram, only limited funds would be available to provide job subsidies. Local boards would 

need to consider the number of eligible clients and available jobs in the community in designing 

a cus.tomized program. 

Although JOBS funds could be matched. the proposed programs would have to comply 

with JOBS regulutions and could not be used to replace existing programs or funding. 

Fiscal Impact 

The Legislature would have [0 provide funds from general revenue [Q establish a 

pennanent revolving fund for local start·up costs. 

Endnotes 
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. ! . C·. ." .' 
Use Job Training Program Funding More Efficiently 10 Train unemploy.~&.'ld 

Underemployed Public Assistance Recipients ~/ ", 
~. ".~':, 

~\, ...~ 
Texas' private industry councils should create local pilot projects that target Job Traininy\ 
Partnership Act (JTPA) funds toward training of public assistance recipients in 
nontraditional occupations for which demand exists in the job market. 

Background 

Title IIA of JTPA funds training for needy adults, while Title IIC supports training for 

youths age 16 to 21. JTPA Title III is used for job training for dislocated workers who lose tbeir 

jobs because of layoffs or plant closings, These workers. in most cases, are not clients of Aid to 

Families with Dependent Children (AFDC). 

In Texas, JTPA is administered by the Texas Department of Commerce (TDOC), 

primarily through 35 services delivery areas (SDAs). Private industry councils (PIes) in ~h 

SDA decide how to distribute funds among the various providers. 

Most job training offered in Texas for economically disadvuntuged people is of the "train

and~dispatcb" type. Client!'> arc 1rained Lo do a specific job and sent into the job market in the 

hopes that such jobs are available, This focus on lmining AFDC clients for the traditional work 

force is costly and inefficient. 

Recommendation 

Texas; private industry councils should create local pilot projects that target JTPA 

funds toward training public :assistance recipients in nontraditional occupations for which 

demand exists in the job market. 

Public assistance recipients participating in current job training programs do not receive 

the kind of training they need to qualify for jobs that pay high enQugh wages to assure long-term 

economic independence. );lore carefully targeted training would yield higher earnings than 

traditional training prograrp~ sucb as: cushiers, hOlel laundry room attendanls, restaurant entry- \. 

level workers, etc. 

November 14, t994 



\ 


Lower the JOBS Child Care Work Exemption ~d . 
....1\, 

Texas' new work force development agency should consider modifying .J:::... Job 
Opportunities and Basic Skills (JOBS) plan to move caretakers into job'i;;;W-~ore 
quickly. ~ 

Background 

Most working mothers in the traditional job market are allowed six weeks' to six months', 

leave following the birth or adoption of a child. After that period, the mother must either return 

to work or face losing her job. 

Under federal regulations .• c1ien. of Aid.o Families with Dependent Children (AFDC) 

who provides care for a chi1d under three years ~f age is exempt from the requirement to 

participate in the JOBS program. When the child reaches three years of age, assuming the mother 

has not had another child. the AFDC client must register for JOBS. 

Many states have changed this exemption to apply to caretakers of children younger than 

one or two years of age. Five states use a two-year-old child as the work exemption limit. and 

eight states use one-year-olds. Federal regulations leave this option to the states and do not 

require a waiver. 

Work exemptions for caretakers of younger children generally have the effect of getting 

caretakers through the system faster. The state JOBS program can count these: caretakers as 

JOBS participants, which helps meet federal requirements for participation rates while avoidjng 

federal fiscal sanctions. 

One advantage of this approach woutd be that caretakers of neW-born infants entering the 

AFDC system would spend one year at home-more time than most working mothers: are 

aHowed-and then a maximum of two years in JOBS receiving adult education. job training and 

employment services. If the c.aretaker were a Level I client (high school diploma. recent work 

experience). she would be immediately eligible for job readiness and job search activHies 
.< 

through Texas' new work force agency. Under the current system, the caretaker may spend three 
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years at home with the child before being required to enter the JOBS progr~'.', g her a total 

'" ' of five years in the program under u 24-month limit on benefits. ~ 

One disadvantage of this plan is that infant care costs more than care for a nJ~01d 
child. However, it is estimated that the eventual savings of two years of AFDC grant pay~

• 
would more than offset the added expenses of infant care, 

Re£ommendation 

Texas' new work force agency should examine the option of modifying the state 

JOBS plan 10 lower Ihe child care work exemplion threshold from three years of age 

to one year. 

After a child reaches one year of age, the caretaker-client would have to enter the JOBS 

program. If a 24~month limit on welfare were set. the "clock" would begin ticking at that point 

The new work force agency should study this option as an alternative to the current system, 

especially if a 24~month limit is imposed on benefits, 

Implications 

Tne new state work force agency would have to perform a study comparing the added 

costs of infant chHd care for these caretakers against the savings from the reduced length of grant 

payments. The agency could do this either through a pilot demonstration project or by examining 

results from the eight states that now use this option. 

Fiscal impact 

The fiscal impact cannot be determined at this time. 
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Texas should create a demonstration projeci for Aid to Families with De t Children 
(AFDC) using fill-th.-gap budgeting or other measures 10 give dienl' more t~'~Nbecome 
self-sufficient. 

Background 

One argument against the current AFDe system is that it creates a high rate of reddivism 

by discouraging work, The system penalizes clients for working by making them ineligible for 

the grant and support services at a very Jow income level. 

An AFDC client with two dependent children who earns $681 a month loses eligibility 

for AFOC and is limited to 12 months of transitional Medicaid. child care and other benefits. An 

income of $681 a month representiO about 37 hours a week at a minimum~wage job-not enough 

to pay for rent, utilities, clothes. child care and medical expenses for a family of three in Texas. 

When transilional benefits expire. the client loses Medicaid and child care suppon benefits, and 

some clients are forced to quit work and return to welfare. 

Texas' welfare system should reward clients for working by means of a gradual "ramp" 

of declining benefits that allows families 10 reach a reasonable level of !\elf-sufficiency before 

dropping oul of the sy.'item. One way of achieving this within the current system would be to 

extend transitionaJ benefits, including Medicaid and child care support, from 12 months to 24 

months, By extendIng the period of supported employment. AFDC clients would have a better 

chance at reaching seif·sufficiency. 

Another method of achieving this "ramp effect" is a system of budgeting for AFDC 

called "fill-tIle-gap." in which benefits are gradually lowered. Fill-the-gap budgeting works by 

setting the standard of need (the level the state recognizes as meeting the basic needs of a family) 

higher than the payment standard (the maximum amount of the AFDC grant). In Texas. the 

standard of need is currently $751. while the payment standard for a family of three is $188. 

One method of fill-rhe-gap budgeting uses a percentage of the difference between the 

standard of need and the countable income to calculate the grant benetit This approach is nOw 
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used in Colorado, Kentucky, Mississippi, North Carolina, Sou.h Carolina ~lIt With this 

type o~ budgeting. the state hegins reducing the grant amount as soon as tbe cli~~~untable 
...~ 

income (income less disregards) exceeds zero. /'.,A
.'\' 

This form of budgeting can have two outcomes, depending on the percentage of ~t , 
paid. In general, the higher the percentage paid, the higher the grant level stays. By lowering the 

payment percentage, a longer period of gradually reduced grant payments can be obtained, 

New York has administered its Child AssistllI1Ce Program (CAP) demonstration project 

since the faU of (988. This program u~s a grant payment of 10 percent of the difference between 

the standard of need and the countable income-allowing the client to keep 90 percent of income 

earned and gradually reducing the grant level over a longer period of time. The advantage of 

such a system is that by the lime the family loses all benefits, their salary is high enough to 

handle expenses, By rewarding work and enco~raging wage increases, :New York has fQund that 

CAP participants, compared with a control group, had salary levels 27 percent higher and were 

18 percent more likely to have income exceeding 125 percent of poverty. New York achieved 

these results without significantly increasing the amount of benefits paid. 

Recommendation 

Texas should create a demonslralion projecl for AFDC using a form of flll-the.gap 

budgeling or extending transitional benellls 10 24 months 10 eXlend the supported 

work period and to reward those who work toward becoming self~sumcient. 

The demonstration project cou.d employ flll-the-gap budgeting using (he currenr Texas 

standard of need of $751, the current maximum benefit of $188 and a percentage of payment 

between 10 percent and 25 percent. The percentage u~ed controls the grant amount and is a 

multiplier of the difference between the standard of need minus countable income, 

If the percentage is set at 10, the AFDC grant drops faster-$34'at full time. mjnimum 

wage-and falls gradually until the client reaches ${i50 an hour. where she drops out of the 

system. This is an earned income of slightly more than $13,500 a year and combined witb other 
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benefits still in place-food stamps and the Earned Income Tax Credit (EITC)-t~ annual 

earnings would be $16,500, or 135 percent of poverty. . ~, 
If the percentage is set at 25, the AFDC grant stays at a higher level-$I 07 at fU~~ 

minimum wage-and slowly drops until the client reaches $7.50 an hour, where she drops out of 

the system. This is an earned income of $15.600 and combined with other benefits still in place, 

the total annual' earnings would be nearly $17,00(1', or 139 percent of poverty. 

Because of the difference in grant amounts (of which Texas pays about 36 percent), a 

lower percentage costs Jess to implement. In either scenario, a time limit of24 months from full-

time employment is assumed, with no further transitional benefits after that point. 

The proposed demonstration project could also extend transitional benefits to 24 months. 

In this approach, a client reaching the monthly income level of $681 would lose the AFDC grant 

and enter th~ 24-month period of transitional benefits. This would provide 24 months of 

supported employment with full Medicaid and child care benefits in place. As in the other two 

proposed projects. these benefits would stop after 24 months, giving the client ample time to 

receive pay increases and company benefits. 

The advantage of this demonstration project is that at every level of salary increase, the 

client's total income (monthly salary plus benefits) continues to increase. At all income levels up 

to the point of ineligibility, Medicaid, child support, food stamps and EITC benefits continue; 

although at decreased levels. 

Implications 

The three proposed methods of implementing this demonstration project can be compared 

in several different ways. From a pure cost analysis, extending transitional benefits is the most 

cost-effective and fill-the-gap budgeting at the 25 percent rate is the most expensive. For a 

demonstration project of 1,000 clients, extending transitional benefits would cost about $5.12 

million a year, while the fill-the-gap (25 percent) method would cost about $7.7 million because 

of the continuing higher level of the AFDC grant. 
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Analyzing the total income (eamed income plus benefits), the fill.Q;(55 percent) 

method provides a longer "ramp" effect and higher total income, The fill.the';~~)!et) 
method has a lower grant amount at the beginning. but compared to the 25 percent m~~ 

gap narrows as the earned income increases. At $6,00 an hour. the difference is only about $28 !l 

month, Extension of transitional benefits provides about $81 to $122 a month less income at the 

full-lime, minimum~wage (eveJ because this is where the AFDC grant is lost. As the salar; 

increases. there is less difference between this and the fill~the-gap models. 

FlH-the-gap budgeting does not require a federal waiver for a state demonstration project, 

. but extending transitional benefits to 24 months would require a waiver. 

Fiscal Impact 

The following assumptions are made for the demonstration project: 

1, Full-time, minimum-wage job ($4.25 per hour) with no raises over a 24-momh period 

(worst case seen\!rio~ 

2. Two-year limit of benefits from the time a fuJl~time job is obtained, 

3. Project includes 1,000 clients, 

4. No transitional benefits paid following the 24~month period, 

Fill-the Gap Budgeting FiII·the·Gap Budgeting Extension of transitional 

(25 ~~rcent rale) (10 percent fate) Benefit.  (24 mQUlhsl 

Rate Cost Rale CoS! Rate Cos! 

AFDCGrant $107 x 24 $2,568 $34 x 24 5816 $0 $0 

Medicaid $286 x 12" $3,432 $286 x 12· $3,432 $286" 12· 53,432 

Child Care $141")( 12* $1.692 $141** x 12· $t,692 $141"" 12· $1.692 

Food Stamps no change $0 Ill/change SO no change SO 

EITC nocbaQit $0 no cbanet SO no chan!:, $0 

T<lt.al Cost per-Client (biennium) $7,692 $5,940 5$,t24 

Co!>! per 1,000 (biennium) $7,7 million $5.9 million $5.1 million 
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Fedeml Funds $4.9 million $3.8 million 

State General Revenue $2.8 mjlljoD $2. I milljon 

* 12 months of Medicaid and child care benefits ~erc used because the first 12 months are presen ~~ 
through the 12 months of transitional benefits. ~ 
**$141 is the stale average child care expenditure for a family of three (per DHS). 

OPTION! - Fill-the-GaD Budgetjng @ 2S oercent 

(in millions) l.22!i l221 l22I! 1m ill!!! Il!!lll 

State Gen. Rev. $0.5 $2.3 $0 $0 $0 $2.8 

Fed. $0.8 $4.1 $0 $0 $0 $4.9 

Total $1.3 $6.4 $0 $0 $0 $7.7 

OPTION 2 - Fill-the Gap Budgeling @ JO percent 

(in millions) l.22!i l221 l22I! 1m ill!!! Il!!lll 

Slate Gen. Rev. $0.1 $2.0 $0 $0 $0 $2.1 

Fed. $0.3 $3.5 $0 $0 $0 $3.8 

Total $0.4 $5.5 $0 $0 $0 $5.9 

OPIION 3 - Extension of Transitjonai Benefits to 24 Months 

(in millions) l.22!i l221 l22I! 1m ill!!! Il!!lll 

State Gen. Rev. $0 $1.8 $0 $0 $0 $1.8 

Fed. $0 $3.3 SO $0 $0 $3.3 

Total $0 $5.1 $0 SO $0 $5.1 
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lru:rease Automobile and Asset Limits for AFDC R~4ts 
-~~¢ 


Tex.. should Increase the automobile and asset limits for recipients of Alddj.hnilies with 
Dependent Children (AFOC). I'~ 

;.. 
Background 

APDC recipients may not own an automobile worth more than $1,500. Older automobiles 

are more Hkely to be subject to hjgh repair biBs, low gasoline mileage and frequent breakdowns. 

Increasing the automobile eqUity value limit would allow potential AFDC clients to have a 

reliable source of,transportation to and from training classes and work. 

FedernI limitations on other owned assets are $1,000. Increasing the asset limit would 

encourage clients to plan for the future and work harder to get ahead. Client'i wou1d learn the 

normal skills of buying products that improve their standard of Jiving. 

Many stales have experimented With raiSing the allowable automobile and asset limits for 

AFDC eligibility. Colorado'S new welfare reform plan provides for an asset limit of $5,000 for 

employed recipients and $2,000 for non~employed~ one automobile is entirely exempt. Florida's 

refonn package increases the asset limit to $5,000 plus an automobile of "reasonable worth." In 

1993, Iowa increased asset limits to $2.000 for applicants and allowed program participants to 

accumulate up to $5,000 in assets. Iowa also aHows a vehic1e equity of $3,000 and another 

$10,000 worth of "tools of the trade" for self~empJoyed people. New Jersey allows "countable 

resources" to be $5,000 and vehicle equity up to Sl5,OOO, Oregon has proposed a S9.000 

automobile equity value limit 

Recommendation 

Increase the automobile and asset limits to $3,500 each for Texas AFDe recipie~ts. 

The current lili1it~ of $1 ,500 for automobiles and $1,000 for other a.",se{i> would he left in 

place for determining AFDC eligibility, but raised to $3,500 once the applicant is accepted into 

the AFOC prognnn. By leaving the entrance gateway narrow, the AFDC caseload would not 
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grow, but clients would be encouraged to save and accumulate assets ~hile o~ad t? self-

sufficiency. "'~ . f. 

Implications ~ 


Increasing automobile and asset limits for AFDC participants statewide would require a 

federal waiver. 

Fiscal Impact 

The Texas Department of Human Services has provided the following estimates for a 

statewide program. 

(in millions) l22Q l221 ~ .l222 2Q!lQ I2W 

State General Revenue $0.7 $1.4 $1.4 $1.5 $1.6 $ 6.6 

Federal Funds $1.1 $2.1 $2.2 $2.4 $2.5 $10.3 

Total Cost $1.7 $3.5 $3.7 $3.9 $4.1 $16.9 
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· Establish Individual Development Accounts (~ 

.r.~To encourage economic security and productivity, the Legislature should es . 
Individual Development Accounts to enable public assistance recipients to save "?W for 
post-secondary education, self-employment, retirement or a first home. ~ 

Background 

Federal niles prohibit those receiving Aid to Families with Dependent ChHdren (AFDC) 

from having more than $1,{)(X) in a savings account. Individual Development Accounts (IDAs). 

however. could help lower~income families break the cycle of poverty. Asset accumuiation not 

only hetps AFOC recipients financially; it also can increase self-esteem and provide greater 

stability for the entire family. 

Policies based on asset accumulation are not new, The Homestead Act, which provided 

land to early seulers, helped instill self-respect and led to economic prosperity. 

An IDA would operate much Ilke an Individual Retirement Account (IRA). but the IDA 

would be available on an optional basis for those with low Incomes. The IDA would be an 

intereslMbearing account, which could be established as earJy as birth. 

In the past, institutional programs such as lRAs and retirement funds have enabJed 

higher~income people to accumulate wealth, but the poor have been excluded. The IDA concept 

is based on the premise that providing poor Texans with the incentive to save would help lift 

them out ofpoveny. Today's public assistance programs provide food, financial aid and medical 

care~ however, these services do little to get poor families off welfare. 

Iowa is the firSt state to have an lDA pilot through lhe Family Investment Plan and the 

"Iowa Invests" program, which combines asset development with welfare reform. Iowa Invests 

authorized the creation of 10,000 IDAs. Participants may place a portion of their earnings into 

the IDA and save [he money for future approved uses. (owa also aJlows anyone whose household 

income does not exceed 200 percent of the federal poverty level to accumulate assel'i in an IDA. 

As part of Oregon's welfare reform effort. JOBS Plus (a subsidized employment 

program) establishes Development Accounts, Under [his plan, one dollar per hour of the money 
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that would typically go to the recipient" employer would go into a develoP",",~!l\!"t, This 

interest-bearing account would be maintained by the state treasury and could onIY;bf~ for 

education. Mississippi has proposed a similar program. -Y~ 
Another alternative way to fund IDAs would be to encourage recipients to save part ~ 

the money received from their Earned Income Tax Credit (ElTe). This should encourage 

participation in toe EITC program. 

Recommendation 

The Legislature should establish Individual Development Accounts to enable public 

assistance recipients to S81'e money for post-secondary education, self ..employmen~ 

retirement Of a first home. 

The state treasury. in cooperation with the Texas Department of Human Services. should 

implement an IDA pilot program. At first, the number of IDAs would be limited to 5,000. The 

state would provide matching funding of up to $200 per account for a total of $1 million from tne 

General Revenue Fund. The private sector would be encouraged to provide additiona1 matching 

funds. Each account would be capped at $5,000. 

Implkollnns 

[DAs would help encourage assel accumulation, which would help recipients move 

toward self-sufficiency. This project would require a federal waiver, 

Fiscal Impact 

The CHnlon adrnjnistratioo's welfare reform plan would provide match.ing federal money 

00 u demonstration basis, but these funds are not currently available. This project requires a 

waiver; after two years, the progr.un would be expanded to allow additional accounts. 

DHS provided the following estimate for a 5.000-person demonstration, 
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Federal Slate 
Fiscal Year To"'ICost Funds Gellll11l1 ReyeOIlll .q~
19% $1,128,000 $64,000 $1,064,()00 '4~1997 1,128,000 64,000 1,064,000 

1998 1,128,000 64,000 1,064.000 
"/ 
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Increase Earned Income Tax 

Credits to Texas Families 


The Legislature should designate tbe Comptroller's omce as the lead agency for promoting 
awareness or federaJ income tax credit programs for working famUies, and sht'uki encourage other 
state agencies to cooperate in this effort. 

Background 
The earned income tax credit mITe) is a federal tax credit for working families wno fall within certain 
income guidelines. Internal Revenue Service (IRS) officials estimate that as many as 15.3 million families 
nationwide wiU qualify for the EITC refund in 1995. in addition to 4.5 million working individuals 
without children.; This will be the first year in which individuals without children may panicipate in the 
EITC program. 

In 1994. IRS estimated that 1,5 mlUion working Texas families would qualify for $1.6 billion in EIT~ 
refunds: 1.3 million ofth~se families had received refunds totaling SI A billion for tax year 1993, 

While the IRS has not made an official 1995 estimate for Te'las. given the higher credit 'amounts and 
expanded eligibility that became effective in the 1994 tax year, the state can expect a dramaIie increase in 
the number of families claiming the credit and in total credits claimed. Simply extending .he patterns of 
growth experienced over the last six years suggests tbat at least 1.8 miHton families will claim credits in 
1995 totaling $2.3 billion, money that will be injected lnto the Texas economy. 

Although the number of Texans claiming EITC is rising. each year an unknown percentage of working 
Texas families who qualify for the refunds do not participme because !.hey are not aware of the program, 
To encourage greater participation. the ComptroUer's office in !995 will conduct its fourth annual EITC 
public information campaign, This statewide. bilingual multimedia awareness program generated 
thousands of requests for infonnation in J994. 

To claim the: EITC, families must meet specific income qualifications and file the appropriate foons, The 
vast majority of families claiming the refund do so when they file their federal income tax forms, 
However, families who later reaHze they quatified for the credit but did not apply for it may submit 
amended income tax. returns. Families who owe no income taxes and qualify for the EITC receive a lump· 
sum refund. Families who owe income taXes and are entitled to the mc receive a lump~sum refund less 
their tax debt. 

Low-income taxpayers with children may claim advance payment of the EITC to help meet daY~lo*day 
expenses. To claim the advance earned income tax credit (AEITC), an employee completes a one-page 
fonn. The employer then calcuJates the EITC refund thai the employee would be due when filing a tax 
return the following year. Total advance EITC p.a.ymenls are limited to 60 percent of the total estimated 
credit due the employee. 2 A worker may claim the balance of (he credit when filing a tax rerum the 
foUowing year. "The empwyer pays the AEITC through payroll checks. using Ihe income. Social Securit)' 
and Medicare taxes withheld from the employee. J . 
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Heatth and Human Services 

Recommendation ~.The Legislature should designate the Comptroller's office as the state's lead age promoting 
awareness of earned income tax credlls (EITe), and encourage othe:r state agencies ~ ~rate in 
~_ . A~ 

Designating the Comp(roller's office as Ihe lead agency would ensure Ihe continuity of ttre ;Ublic 
awareness campaign, The participation of other Stale agencies in the Comptroller' 5 outreach efforts would 
increase awareness of the EITC and advance eame<llRCome uu credit (AEITC), A coordinaled campaign 
Involving all agem:ies (hat provide services or benefits to working Texans wo~ld increase the number of 
qualifying families and individuals who apply for and receive SITe refunds and who receive AEITC 
payments through payroll checks. 

Implications 
The Texas Health and Human ~ices Commission. comprising a dozen state agencies that provide: 
benefits to Texans, should be rt: ted to distribute tax cwiit information to their WOrking clients. The 
materials distributed should inch an IRS Fonn W~5. an IRS flyer describing employer requjrements 
and an AEITC fact sheet. WOrking families who qualify for the EITe then could file an IRS Fonn W-5 
and begJn to receive an advance portion of their EITC refund in every payroll cheek.. Also, promotion of 
the AElTC encourages quaHfying parents to stay employed to continue receiving advance refunds. ' 

Human services agencies should distribute the ElTe materials at the end of the calendar year. when 
annual benefits statements are mailed to clients. 

. 
Distribution of EITC and AElTC infonnation would be especially useful to firsHime food stamp cliems, 
who often are unaware of the availability of tax credits or of their potential eligibility for them. 

Stare agencies that do not dire<:dy provide benefits: to clients also could assist in the ootn:ach effort. For 
example, the Governor's Office could require that EITC materials be included in ex.it packages for laid
off workers, The Texas Education Agency couid include ElTC and AEITC materials in the packets that 
inform parents about the eligibi!ity requirements for student participation in the federal school lunch 
program. 

Fiscal Impact 
This recommendation would have no fiscal impact. It would not be necessary t.o train the staff of the 
agencies involved about the details of either the EITC or Ihe AEITC, since clients could call the 
Comptroller's office or IRS for infonnation. The costs of distributing infonnalional materials will be 
contained within the Comptroller's office budget for its annual public awareness campaign. Agencies 
could rep~uce most of t~se materials as needed. 

Endnotes 
I lru.ervitw with Pam KirOOl"$ki. (oordinalor, VQ!unteer and EdtIcailon Program~ Ofr~, Imemal Rellenue Serllice. AUSlin 

District. Austin, Texa$, July 25, 1994. 
2 Internal Rellenue Servi.;c, "Et.:paruion of t~ Eamed Inromc: Tax Credit and: the Advance Paymem." WashinglOn. D.C.. 

Marcl19', 1994, iFact sl\e¢L) 
J ImemaJ Rtvet'!ue Service. "Ad\'IW:e Earned lw:onle Credit." Washington, D.C.• October 1993. (Fact sheet., 



Enable Texans with Disabilities to'Leave Public AS~S. 

~. 

•• (J 
Some recipients of Aid to Families with Dependent ChHdren should instea;;S:~ing 

Supplemental Security Income (551) or Social Security Disability Income (SSDI). 'J't. 
• 

SSt a federal income support program based on disability and need, pro,\'ides monthly 

cash payments up to $446 per month. plus medical support under the state's Medicaid program, 

to people who are disabled, aged or blind. SSPI provides monthly cash benefits for disabled 

workers under age 65 and their dependents, and provides Medicare to disabled workers, 

widow(er)s or adult children afterthey have been entitled to SSDl for 24 months. 

Both 5Sl and SSDl pay considembly more than AFDC. and they provide job programs 

for disabled people with many support services that are unavailable to AFDC recipients. 

Moving AFOC recipients into one of these prtlgram.tt" as recommended in this 

section, would benelll the state financially. since both SSI and SSDI are 100 percent . 
federally funded. In addition, bolplng Texans with dt••bllities obtain supported 

employment i.n their communities would enable them to become more selr-sufficient. 
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Transfer Eligible AFDC Clients to SSI and S~~ 

The Department or Human Services should tran,f.r oases of individual. with dlsabilCWhO 
receive Aid to Families with Dependent Children 16 (ederal Supplemental Security Income and/or 
Social Security Disability Insurance programs (or improved, benefits and reduced costs to the state. 

Background 

Recipients of Aid to Families with Dependenl Children (AFDC) who are disabled. elderly or blind may 

be eligible for Supplemental Security Income (3SI) andIor Social Security Disability Insurance (SSDI) 

benefits that are considerably higher than those granted under AFOC. 


Although Department of Homan Services (DHS) caseworkers are trained to ask each applicant if anyone 
in the household has disabilities. the agency keeps no record as to how the question is answered. If any 
members of the appiicant's household do have disabilities, the DHS caseworker is supposed to offer tbem 
an ssr and SSDI applit:alion and refer them to tbe Soctai Security office, This procedure is not followed 
consistently. ' . 

This assistance. moreover. is often inadequate because. many times. the DHS caseworker does not have 
time to follow up the referral and make sure that the applicant has applied for SSf or SSDI. Individuals 
with cognillve disabilities (which more than 50 percent of all S51 recipients have) may find it difficult 10 
even find Ihe, Social Security office. much less complete the complex. J6-page application form and 
obtain the supporting medical or mental health assessments rnat sometimes are required, 

SSiandSSDl 
SSt is a federal income suppon program. enacted in 1972. based on disability and need, A disability under 
SSI is defined as a severe physical or mental impairment that is expected to iast (or more than one year or 
result in death and that prevents an individual from doing substantial work. SS) is available both to adults 
and children, but tbe U,S. Social Security Administration estimates that many of the people eligible for 
SSI have not appHed for benefits.' SSI pays up to $446 a month. plus rnedicai support under the state· 
administered Medicaid program. Payment amounts are based 6n the recipients' income. living 
arrangements and state of residence. 

SSOI is a similar program intended for persons who have worked for a substantial length of time. The 
program offers monthly cash benefiu to disabled workers under age 65 and their dependents, plus 
Medicare benefits after tWO years. SSDI payments are based on a worker's lifetime average earnings 
covered by Social Security ~d are not affected by other income. 

80th SS[ and SSDI provide job programs for people with disabilities (0 help pay for long*tenn job 
lraining, education and readiness. Many of the support services-uniforms.. ruiliOD and books, job coaches 
and transponation-are not available to AFDC recipients. With these benefits. an individual with 
disabilities may gain independence. AFOC recipients who have disabilities would bt more likely (0 enter 
Ihe WOrK force if they have ~ess to such support progratm. 

AFOC reCIpients who are eligible for SSE or SSDI. but fail fO receive it. miss out on useful services. SSI 
and SSDi both can pay considerably more than AFDC. which offers an average of $J 88 a month per 
(ami!y. An individual cannot receive both AFDC and SSt or SSDI. Moreover. moving AFDC re<:ipients 
into 551 or SSDI offers the state a financial advamage. because AFDC is funded with state and federal 
dollars. while SSt and SSDI are 100 percent federaJ(y funded. 
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Smoothing tile Appllca/lon Process 	 '.<1 
Mos! imtlal SSJ and SSDI applicatIOns are demed, but If Ihe declSIOO is appealed. the IJe~ of 
approval Increases significantly 2 The firsl appeal is a wrinen requesl for a reconSldera~~e 
reconsideration upho-Ids the denial. subsequent levels of appeal include a hearing before a ".~~ 
administrative law Judge. a review by an appeals council and finally a law$uit in federal court:. The Clenial 
can be o\lenurned at any slage of the appeal pr;x:ess. 

Several states have instituted programs 10 help AFDC recipients leave the program and pursue SSI Qf 

SSD! beneflls. Oregon assigned three AFDC-SSI liaison workers to a:i$isr AFDC recipients with the SSI 
process. These liaison workers help individuals complete the SST application, assiSI [hem wilh gathering 
sup-porting documentation and represent the client through appeals. Oregon liaison workers estimate that 
10 percent of their SSI applications are approved initjally, MOSl of the 90 percenl denied are appealed. 
and more than half of these are finally approved. 

Other AFDC·SSllransfer programs ex.ist in Los Angeles County. California: Rock County, Wisconsin: 
and Charleston, South Carolina. One recent survey indicated that only lhose programs that assist clients 
with the lengthy application and throughout the appeals process have been successful in transferring the 
clients to the proper programs. J 

Oregon and WaShington slale personnel estimate that 5- percent of (he AFDC population is eligible fdr 
SSI; by thaI yardstick. well over 13,000 Te",as adults receiving AFDC are eligible for SSt Based on a 
computer match of children on AFDC currently enrolled in spe<:ial education, TPR estimates thai as many 
as 91,0Q() Texas AFDC children may be eligible for SSt. In WaShington and Oregon. 80 percent to 90 
percent of children receiving SSI are enrolled in special education. 

Recommendations 
A. 	 The Legislature should require the Health and Human ServictS Commission (HHSC) to enler 

into a no-risk t contingency contract with a consulting firm to obtain Supplemental Security 
Income (SSI) and Social Security Disability Insurante (SSDl) .....n .. ror ,..ciplents of Aid to 
Families with Dependent Children (AFDC) who an eligible tor those: programs. 

Consultants should be knowledgeable in SSI and SSDJ eligibility guideJines, determination processes. 
work programs and definitions of disabilities. The consultants' fees should be based upon the number 
of cases convened from AFDC to SSI or SSDI. The contract should contain perfonnance 
requirements such as a minimum number of appJica.tions filed. reconsiderations requested. percentage 
of administrative law hearings filed. percentage of approved grants and time guidelines. It also should 
include a provision for training state workers to transfer AFDC cases to 55I and SSOL 

B. 	 The Health and Hunuln Servka Commission should organize a pbmnlng group Involving the 
Texas Department of Humin Servi~ Texas Education Agency and Texas: Rehabilitation 
Commission to work wjth the: consultant to impron workload coordinaUon among the 
agencies. 

This initiative would require interagency cooperation at all steps of the eligibility and dtttnnination 
process. The group should aid (he consuJt3nts by providing access to regulations. procedures. cHent 
records and any other necessary informatioo. 

The planning grQUp should work with tbe consultant in training eHgibllity workers to adetjuately 
screen applicants for SSI and SSDI eligibiiity, and should prepare a progress report for the 1991 
Legislature, 
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'.." J",
Implications .<1 \> , 
As noted above, Texas pays a substantial amount (35 percent) of the AFDC granl. Whili~~SSD[ 
are fully paid by tM federal government Moving Texans with disabilities from AFDC 10. sSJI~ Dl 
programs would benefit both the individuals involved and the state's bottom line. TPR eSl1 1 '5 l)w 
Texans moved from AFDC to 551 and SSDl would receive the following additional federal benefits, .. 

Fiscal New Fedml Dollars 10 
roar TO.... Wnh OlrablllUH 

1996 $ 829.000 
1997 15.843,000 
1998 37,074.000 
1999 63,S02,OOO 
2000 92,218,000 

Moving people from AFOC to S51 should not increase the number of individuals on Medicaid. since 
AFDC recipients already receive Mtdicaid, The federal government continues to change Medicaid 
requirernenls, so many of the children who would be moved to SSI would have otheT'Nise qualified for 
medicaid on a longwlenn basis, 

. 
A consulfarn with knowledge and e;t;perience in SSI and SSDI eligibility and processing would ensure 
that the Texas Rehabilitation Commission's workload does not increase as a resuh of inappropriate 
referrals. 

Fiscal Impact 
TPR estimates Ihal more than 100.000 Texas AFOC nx:ipients may be eligible for SSI Or SSDI, This 
popu'ation is too large to be processed in a five-year period. so case processing is assumed to begin at 100 
per month and increase to 500 pet month by the end of the second year. The SQ()..per·month level is 
assumed to remain constant over the next three years, resulting in 22,000 transfers over five years. 

Applicants who apply for SSt and are subsequently approved receive federal payments for the entIre 
approval period in the fonn of a lump-sum payment. The state is allowed to deduct its portion of AFDC 
payments paid out during the SSIISSDI approval process from these Jump-sum payments, and TPR 
assumes the state would do so, General revenue gains reported below represent the cumulative effect of 
Ihese one-time deductions. as wen as the state: share of AFDC that would be covered by SSI and SSDt 
These savings would accumulate from month to month and the state's AFDC budget must be adjusted 
appropriately to realize the savings. Administrative costs are based on a consultant contract e~pected to 
cost $500.000 annually. 

GaIIl/lL....) I. SIYlnpl. Cooli. Nat SIIn/(Loso) In 
Fiscal til. a ..... 1 the General the Ganaral tlle Ganaral Change
Y,ar RlVlnul fund Revenue Fund R...... Fund R...... f.nd 10 FT£s 

1996 $ 35,000 $ 6,000 S500.000 S (459,000) 0 
1991 665,000 431,000 500,000 596,000 0 
1998 1.049,000 1,690,000 500,000 2,239,000 0 
1999 1,049,000 3,089,000 500,000 3,63S.000 0 
2000 1.049.000 4,48g.000 500,000 5.037,000 0 
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Provide Supported Employment ,,~ 
to Texans with Disabilities J::n 

'k 
Tire State of Texas should provide mort people with disabilities the opportunity for sup~-l....
employmenL .,,-

Background 
Umil about ten years agO', the only employment opportunities for people with severe mental and physical 
disabilities were in sheltered workshops doing piece work such as folding rags, usually at 'marginal 
salaries. Many people. even some -vocalional eA.peru. believed that people with severe disabilities were 
in<:apable of participating in competitive employment-that is, working alongside individuals without 
disabilities. while eaming equal wages. 

The advent of supported employment in recent years has allowed individuals with disabilities to move 
into the compe~ilive workplace. At least one poil has indicated that as many as 80 percent of people w,ith 
disabilities would go to work if some of the barriers to their panicipation fn the work force were 
removed. I "Supported employmem" is competitive work that provides support services. such as a job 
coach. to assist an individual in obtaining and maintaining -employment. NationaJly, thousands of people 
with severe disabilities have entered the competitive work force with the help of empJoyment specialists 
and supportive ro-workers and employers, ' 

The Art:. a national advocacy organization for peopie with developmental disabilities (formerly the 
Association for Retarded Citizens), published data in. October 1993 that ranked states on supported 
employment efforts. Texas ranked last among states.2 

In its supported employment programs in fiscal 1993. the Texas Commission ror the Blind (TCB) served 
144 clients a.nd placed 28 in the work force. while the Texas Rthabilitation Commission (TRC) served 
I.J02 clients and placed 58-.1 in the work fort:e, Both (:Offimlsslons obtain funds for supported employment 
through the Federal Rehabiliunion A(:l. In fiscal 1993. the Texas Department of Mental Heath and Mtntal 
Retardation (TxMHMR), acting through community cenretS, served 487 clients in supported employment. 
but the numbet placed in the work force was 00( reported.3 

TPR's prehminary analysis of supported employment programs for dients in institutions and in the 
community indicates that such programs produce substantial and quantifiable benefits. Costs for 
supported employment are greater on average than those for sheltered workshops. In five supported 
employment programs eltamined {Of a five~year period. costs per dient ranged from $2.032 to S23.5 , •. 
averaging $6.478. By contrast. the average client cost for sheltered workshops was $4,045, However, 
measurable benefits from supported employment also are significantly higher than those (¢sulting from 
segregated employment programs, These include indicators of increased potential for client self· 
sufficiency and lower institutional costs. which can be as high as $80.000 per client per year in mental 
health. institutions. Case studies identified significam benefitS to clients from supported employment. 
induding greater integration into the community, higher functioning levels and. Qver time. greater dient 
independence and autonomy. Overall, Texas prospers from the contributions to the economy by persons 
in supported employment. 

A Supported Employmenl Summit sponsored in 1994 by the ComptrQUer's offic-e brought together 
representattve~ of clients and their family members, advocacy grouP~. state agencies. service providers 



and employers, An action plan was developed to assist persons with disabil: ,~~:~btain jobs ;1'1 
competitive tmpioyment with non-subsidized pay. The summit produced a "vision sta~nt:: outlining 
the participants' ultimate goals: . ,Jr' ,~ 

·.,r'~Cf 
The Slate of Texas shall ensure that all Texans with disabilities have the: opponunilY ~ 'f"'\, 
support necessary to work in individualized. competitive employment in the communhr ... ~ 
and have choices about their work and career.;. ""J 

The substance of the summil's action plan focused on clienl choice; no new funding for segregated 
employment~ increasing [he funds and number of people served through supported employmem by 50 
percent in five years; requiring aU special education s(udenrs [0 deveit)p individual educational goals for 
future integrated employment; and using more untapped,funding sources for supported employment 4 

Transition from School to Work 
Students receiving special education services are required by the federal Individuals with Disabilities 
Education Act (IDEA) to have an Individual Transition Plan (ITP) in place by the age of 16, The rrP Can 
be prepared as early as the age of 12 if the child is at high risk of dropping out of schooL h is designed to 
allow special education students a transition into employment and community jiving without a break in 
continuity and loss of support. The Texas Education Code bas: adopted the age of 16 as the requirement 
unless the child is at high risk'.. 

The queslion of whether the age of 16 is too late to start an rIP was one concern addressed al the 
Supported Employment Summit, Another concern was chat the ITP fonn does not list competitive 
employment as an option. indicating that educators may not fully appreciate the importance of preparing 
special education students for competitive employment. 

The Texas Education Agency (TEA). TRC. TCB. TxMHMR. the Texas Department of Human Services 
and the Teltas Employment Commission have signed a memorandum of understanding on transition 
planning for special education students. The understanding is intended to establish the responsibility of 
each agency for the provision of services necessary to prepare students enrolled in special education for a 
successful transition to life outside the public school system. 

TRC provides for continuation after high school of services :such as evaluation. planning. counseling. job 
training. job placement. transportation. job coache:s and other needed supports, TRC budgeted S407,OOO 
in fiscal 1995 for such transition services, In fiscal 1995. TRC plans to serve just 405 students in 
transition planning s.ervices, although 2.425 are expected to be referred by school districts. S However, if 
TRC plans to drop these services in fiscal 1996. as it has indicated in the agency's request for legislative 
appropriations. it will create a break in the continuity of services after graduation. '" For example, if a 
school district provides a job coach for a student working In supported employment, the job coach 
services wouki cease upon graduation, The job might, too. 

Worl< Incentives 
The primary sources of currently untapped funding for Texan:s with disabilities are the U,S, Social 
Security Administration (SSA) work incentive programs, According to SSA. 370.719 Texans with 
dlsabilities received monthly income support and medical coverage under Medicaid from SSA's 
Supplemental Security Income (SS[) program in December 1993,7 SSt. a federal income support program 
based on disability and need. was enacted by Congress in 1972. sTIle program provideS cash payments up 
to $446 per month. plus medical support under the state~adminlstered Me<ikaid program. to people who 
are disable<i. aged Qr blind. "Disabied" under 5SI means that a person has a severe physical or mental 
impairment e~pected to last fOf more than one year or result in death. and the impairment prevents him or 
her from doing substantial work.1) SSt suppan is avaiiabJe to adults and chHdren, SSA estimates (hat 



· . a, 
many people eligible for 58! are unaware of the disability benefi( programs or *.db\: applied for the 
support programs. 10 <""':p~ 


~n 

The determination of disability for Social Security purposes is delegated (0 the indivltu~~~ on the 
assu~ption that s~~tes.will refer individuals to app:opriate re.hab~litat~on assistance wi~~t... 
vocauonal rehabliltatlon programs, In Texas, thIS delermmauon IS made by TRC's Di hy 
Determination Service, 

SSA continually looks for ways to move people with disabilities from dependence on income 5uppon 
programs to self-support through work, A number of current work incentive programs are designed for 
people with disabilities who would like to return to or attempt work. These "work incentives" are little 
known to the public and are not widely promoted by SSA or TRC. As a resuJt. they are not widely used 
by people with disabilities or rehabilitation service providers. 

The original SSt statute provided a way for people with disabilities to pay for rehabilitation programs. 
either through private programs or state v~ational rehabilitation programs. The Plans for Achieving Self 
Support {PASS) allows individuals to purchase employment-related goods and services with S5) that they· 
would otherwise lose as a result of work activilY. This provision is vastly un<lerused as a funding source 
for rehabilitation services, As of June 1994. in Texas, there were only 154 PASS users. as compared to 
1,411 in California. II 

In 1980. Congress amended the Social Security Act to remove some of the barriers preventing people 
from working. ~ fear of losing benefits before becoming self·supporting is the primary impediment to 
seeking self·supponing work. To overcome this bamer. the amendment changed the way 5S1 benefits are 
calculated when b(neficiaries begin earning income, allowing them to earn more without losing all SSt 
benefits. Another change was (he clarification against the loss of Medicaid. Many people with disabilities 
and their advocates still believe that work will result in the loss of support and medical care, This 
misconception is a major obstacle to $te'king and securing work. 

The amendments allow people effectively to recover 50 percent of their work:~related expenses from SSI 
through a program refem:d to as Impairment·Related Work Expenses (IRWES).ll Last year, 354 Tex.ans 
rook advantage of the IRWES work. incentives. 

SSI work incentives allow peuple with disabiiilies to purchase the work~retated services they need (as 
opposed to the state purchasing them) and receive a reba~ from SSt maintaining Medicaid el:igibitity as 
they work to become self.supponing. These programs are e~ceUent funding sources for people wi.th 
disabilities who rrquire support TRC should help its clients obtain these funds. 

The federal Rehabilitation Services Administration. the primlU)' furuhng source for state VR programs. 
pays states based on the number of people with disabHities who are "successfully rehabilitated .. (on (he 
job for 60 days). Consequently. TRC counselors have incendves to concentrate on easier dients-those 
they can move quickly through the system. An individual counselor's perfonnance is measured primarily 
by lhe number of cases closed under TRC's definitioo of "successfully rehabilitated." What is nor 
measu~d is the number of people with more severe disabilities who do not get added to TRC caseloads 
because they would not produce a quick "successful rehabilitation." According to a private funding policy 
specIalist. "creaming" the client caseload basically serves people who could usually pay for their own 
programs; altering the presem sysrem would free stale resources for people Wifh severe disabilities in 
supported work environments, I) .. 

The Tex". CommltrH 
The Texas Committee on Purchases of Products and Services of Blind.and Severely Disabled Persons {the 
Texas Cornmiuee}, created by the LegislalUre in 1975. assists disabled persons in achieving independence 
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(), 

through work and allows state agencies to mecH affirmalive~action ; .(uirementsfo~rning [he 
employment of disabl~d persons. 14 Under the s~te ~1-~1~~ program. state agencies are ~~ed to 
buy products and servtces produced by perSons Wtth dl!:iabdtttes. ~jl ,

f ?"'. 

As TRC, TeB and TxMHMR move toward more competitive employment for people with dis'ilt,i~b 
the Texas Commillee has not put forward an initiative on supponed employment. even though the st,ate~ 
gives it {he authority to do so. . 

The Te1.as Committee designated a central nonprofit agency, Te~as Industries for the Blind and 
Handicapped (TIBH}. to provide administrative assistance for the set·aside pro-gram. TIBH is paid a 6 
percent to 7 percent commission based on the gross sales of the products sold and services provided to 
slIne agencies. regardless. of (he: amount of assistance from TIBH, For fiscal 1993. TlBH received about 
$1.6 million in comrnissions~ projected commissions for fiscal 1994 are Sl.8 minion. 

At a T1iMHMR VOCAtional adminiSlTa~ors' workshop in August .993. representatives of MHMR centers 
and stale facilities voiced concerns about TIBH's role, One such concern was that TISH's commission is 
based on gross revenue, not net revenuc:; therdore. 00 incentive exists to evaluate contrJ;cts for 
profitability.15 

Recommendations 
A. 	 Texas' heaJth~ human services and work (orce development agencies should 51dopt the vision 

statement of the SuppOrted Employment Summit: uThe State or Texas shall ensure that all 
Texans with disabilities bave tbe opportunity and Sdpport necessary to work in indJvtdualiud. 
competitin employment in the community and have choices about their work and careers.'· 

B, 	 The Texas Department of Mental Health and Mental Retardation (TxMHMR), Texas 
Rehabilitation Commission (TRC) and Texas Commission toJ' the BUnd (TCB) "oc:ational 
funds, as well as any additional (unding. should be redirected to increase the number of persons 
with disabilities ....ployed In Integrated settln .. by 50 percent by the year 2000. 

This would ensure that any new funds fOl vocational services would be spent on supported 
employment instead of sheltered workshops or segregated. employment, 

C. 	 A work group or TxMHMR, TRC. TCB and tbe Te... Education A.oney (TEA) should bo 
~uin!d to impRntent the action plaD of the ComptroUfI"S Supported Employment Summit. 
The Comptroller's omee should monitor the implementation of this plan and prepare a 
prog..... report to th. Lqlslature by November IS. 1996. 

D. 	 TEA ~s Individual Transition Plans should be chaa.pd to include a -goal for competitive 
employment. TEA should study the effects of changing the Education Code to require the 
Initiation or lransitlon planning at age l4 for students with disabilities. 

The change to Individual Transition Plans should be implemented for school·year 1995·96. TEA 
should report the results of the study for changing the age to 14 for transition planning to the 
Legislature by November 1S. 1996. 

E. 	 The Texas Legislature sh.ould ftmd at 'ts current level the TRC strategy to provide a Transition 
PI.aoning Program (or Students with Disabilities. 

F. 	 THe should (reate a position at its central omce to train counselors to uaderstand and use 
work incentives; r~view uses to ensure tbat SSt and work incentives are oft'~red when 
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applk:able; and belp clIe~ throoglt the SSI del<nninallon proc .... TRC ~1'I,rtquind to 
provide this lralnlng 10 other sial< agelldoo along with training "",I<rials. #"',.1' 

J'.4'" 
MHMR rommunilY centers' contracts with TxMHMR should include a provision that d~W·at.aff 
detennine the eligibility of their clients for 551 and work incentives, The contracts should hItllitR'_ 
training of counselors on Social Securit)' work incentives to fund supported employment. and rer"> 
related information be presented to clients and their familie$:, 

The counselors should determine If the ellent is a candidate (or SS[ or work incenti.... es and assist their 
clients through the SSl detenninatlon process. People with cognitive difficulties require such 
assistance because they oflen cannot understand or work themselves through the complicated maze of 
determination. redeterminatMm and appeals, 

G. Th. T.... Commltt.. on PUI'tb .... or Produtts and Sern<es or Bllmland Se.....ly Disabled 
Persons (th. Te... Committee) sbould be active in the ..... of supported employment I_d 
ot designating a central nonprofit ageney to adminisltr the- state Ht~asldt program. the Texas 
Commillt'e" should tootnet directly for these services. The commission from the producers 0( 
....1<.. and goods sbould be limited to 4 porcent, instead of tbe oxlstlng 6 po.«nt, and tbat 
amoont should go to the Texas Committee. 

This would require one or tW€) staff positions to carry out administrative functions for tbe Te~as 
Committee. The salaries of these administrative personnel would be paid from the limited 4 percent 
commission. Any additional earnings snould be directed ~o supported employment endeavors in the 
state. 

tmplk:allons 
Supported employment gives people with disabiHties the opportunity (0 become independent. These 

recommendations should help the state encoura~ supported employment initiatives by requiring agendes 

to work together and continue to increase the number of people in supported employment. 


By obtaining SS( and SSI work incentives for more people with disabi)ities. mQre vocational funds will 

be made available to help people with severe disabilities move into supported watt environments, 


Fiscalimpad 

The cost of creating a social services administrator position at TRC's central office. including salary, 

associated costs. capital equipment and electronic data processing. would be as follows: 


RSCII ColI to Ibo till",.

Yw Go....III...... Fund InF1& 


1996 ' $51.000 +1 

1997 47.000 +1 

1998 47.000 +1 

1999 47.000 +1 

2000 47.000 +1 


The other recommendations would have no impact on general revenue. 
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Encourage Personal Responsibility 


Public assistance was designed as temporary help for people in need. not as a permanent 

alternative to work. Hence, one of the COmmon goals for welfare reform in every Slate is to 

encourage recipients to assume personal responsibility. Time limits on Aid to Families with 

Dependent Children {AFOC), increasing child support collections and altering rules that 

discourage marring/?, are among the most common reroon efforts in this area . 
• 

Tjme~Jlmited programs are tied to education, job training and placement so that recipients 

are not "thrown out into the cold," The-lie programs also require recipients to enter into self~ 

sufficiency contracts. which outline specific goals and time periods. Clients who do not meet 

these goals within the lime limJts and Jose AFDC cash benefits customarlly receive other support 

such as Medicaid and child care for at least one year. 

In Ihls seclion, we propose Umitlng AFDC benefits In T.... to two y.ars for 

employable recipients, and limiting benefits to individuals with college degrees. Several 

other proposals would adjust benerHs so as to encourage the preservation or t,wo~parent 
families, 

Many state reform proposals include child support initiatives, a key to limiting the growth 

of public assistance caseloads. In Texas, the Comptroller's office has worked with the Senate 

Joint Interim Committee on the Family Code in examining child l>Upport issues and drawing up 

recommendations 10 strengthen child support establishment and enforcement. 

This section presents 11 separate recommendations in the area of child support,. 

se••ral of which were propoSed originally by the Comptroller's Te.as Performance 

Child Support En/orcement 

Child support enforcement remains at [he forefront of the growing national debate on 

helping families become more self-sufficient Cuseloads are growing because of changes in 
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federal law that expand child support services to non-AFDC clients. Nationally, caseJoads have 

grown from 7.5 million cases in 1983 to 15.2 tciHlon in 1992.1 Texas:' caseload is projected to 

quadupte from 1985 to 1995, with more than a million cases statewide by the end of fiscal 1997.2 

(See Figure I.) Both nationally and in Texas. this growth is driven hy many factors, including 

rising divorce rates and the increase in births to never-married women and teens. 

Figure J 

Texas AU"rney General Child Support Enforcement 


Expenditures, Caseload and Colledions ., 


Child Support 
Enforcement 

Fiscal Expenditure. 
Year (In miliionx) 

1985 $11.3 
1986 1M 
1987 18,9 
1988 24,0 
1989 35,8 
1990 57.4 
1991 64,2 
1992 79,9 
1993 108.4 
1994* 119.4 
1995* 119,5 

* Projected. 

Fiscal 1985-1995 

Average 
Monthly 
Caselood 

204,219 
·226,703 
281.384 
336,669 
401,622 
397,732 
501,193 
673,764 
751,363 
664,250 
835,000 

Total Child 
Support 
ColI..!ions 
(in millions) 

$31.9 
49.7 
70.1 
96,2 

136.6 
18Q.6 
21L7 
30U 
370,0 
420,0 
485,5 

SOURCES: Legislative Budget Board and Office of the Attorney General. 

The federal government requires states 10 operale child suppert enforcement (CSE) 

programs. established in 1975 by Title IV-D of the Social Security A,ct. This }aw wa.~ designed to 

limit the growth of public assistance caseloads by ensuring that parents assume the primary 

responsibility of providing for their children's financial security. 

Major amendments to this law in 1984 and provisions afthe Family Suppert Act of 1988 

were designed to strengthen enforcement. States' CSE responsibilities expanded from recovering 

public assistance expenditures fmm non-custodial parents to assisting any custodial parent in 

child support enforcement if such services were requested. 
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The Office of the Attorney General (OAG) administers Texas' CSE program, The CSE 

staff helps families who receive AFDC benefits to locate absent parents. establ~s,b paternity and 

child support orders. enforce those orders and collect payments. Staff also must provide these 

ser,vices to non-AFDC families who apply for them. Some counties have set up registries to 

facilitate CSE coHection and recordkeeping functions. 

A substantial backlog in caseloads. exacerbated by delays in implementing automated 

systems, has drawn increasing criticism of the OAG operation. Many acknowledge that the 

agency's CSE caseS are difficult to work and often invo!ve paternity disputes. obligors who are 

in prison, welfare recipients or others unable to pay support. In some cases, support hao:; not been 

sought in a Iime1y fashion. In aI!. only 21 percent of the approximately 664,250 cases on file in 

fiscaJ 1994 received support payments as a result of OAG actions.:I 

Of 332,000 AFDC cases in fiscal 1994, about 30 percent had coun-ordered child support 

obligations e~aablj~hed, Of these court-ordered cases. only 31 percent were paying, Thus; only 9 

percent of all AFDC cases are receiving chUd support payments. Non-AFDC child support cases 

accounted for 50 percent of all cases. Of these. 64 percent had court~ordered obHgaHons and 51 

percent were paying.4 

The OAG has improved some areas of enforcement. In fiscal 1988. Texas ranked 38th 

nationally in the number ofpaternitie."i established; today. Texas ranks third. Establishing the 

father's legal identity is necessary before a court (;!lll order child support. The OAG increased its 

paternity establishments from 6.010 cases in fiscal 1989 to 32.202 in fiscal 1994. bm paternity 

still remains to be established for more than 200,000 children) 

The OAG has worked to establish more paternities in hospitals through a voluntary 

program, By the end of fiscal 1994, this program included 255 hospitals. 6 No data is available to 

determine how many paternity establishments were directly related to thl;; program. 

In addition. OAG's efforts to intercept more federal income tax:refunds have paid off. 

This program resulted in about S35.1 milHon in child support collections for fiscal 1993. nearly 
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double the total in 1989. In 1993.47 percent of cases had child support orders in place and 44 

percent of these court~ordered cases were paying." 

The OAG has instituted i! Kew Hire Reporting Program in whtch 180 Texas businesses 

have reported more than 12.000 new hires. This effort bas resulted in 890 matches for CSE 

purposes. The OAG also has a pilot program to speed the eSE administrative process. 

Despite these recent improvements. with slightly less than ha1f of its total caseload 

having court orders for child support and only 44 percent of these cases categonzed as paying, 

the OAG falls far short of the goal of parenta] support forevery child.s 

The CUntOn administration's proposed national welfare reform plan would change child 

support programs substantially to encourage parents to support [heir children whenever possible 

rather than aJlow them to depend on public assistance. The plan would: 

• require hospitals to participate in universal paternity estabHshment; 

• require public assistance applicants to help identify and locate thelr absent parents 

before receiving benefilS~ 

• require regular updating of child support awards; 

• impose new penalties, including suspension of driver's licenses, for obligors who refuse 

to pay court-ordered support; and 

• establish a national chiJd support clearinghouse to track payments and locate parents 

who flee across state lines to avoid paying support 

In 1991, the Comptroller's Texas Performance Review report. Against the Grain: High* 

Qualiry. Low-Cost Government for Texas, contained 15 recommendations addressing the state's 

. child support program. The t993 Legislature adopted many of those recommendations intact o~ 

in a modified fonn. 

The Legislature's Interim Committee on ihe Family Code is examIning a:dditlQnal child 

support issues and will report its recommendations before the 1995 legislative session. This 
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committee has considered mandatory hospital participation in the paternity establishment 

program: suspension of driver's and professional Jicenses for non-payment of child support; 

creation of a ccntrul registry of child SUppOIl orders in Texas and the U.S. to monitor payments: 

creation of a statewide paternity registry; requirements for the IV-D agency to certify applicants 

before determinjng public assistance eligibility; expanded use of adrninjstrative review to speed 

up the handling of child suppan enforcement cases; requirements for businesses to report new 

hires; unifonn wage withholdjng orders; and creation of motor vehicte title liens for pasl-due 

child support arrearages, 

Many of the recommendations in this section address the same issues. Implementing 

these measures would save money for Texas' public assistance and health programs. increase 

revenues and-more imporlantly-provide additional support for Tex~s children_ 

Endnotes 

1"It's Nol Easy, Says Siale Worker," Aus/in Amerimll-Sla/r,mWIl (August 27, 1994), p, _, 

2Memol:mdl.lm from Alice Embree 1'0 Arlene Poco, Ofticc of the Attorney General, Austin, Texas, Septemoor 21, I994), 

3MemorandLim from Alief: Embree to Arlene Pace, 

4 MemonmduTl'l from AliC(l Embree to Arlene Pace, 

5 Memonmdurn {rom Alice Embree to Arlm.: PaCe, 

6"'Stale Child $uP'J'IOrt Office Under Fire," Austill Amcrictlfl·Srtue5man (ALlg\l~t 30, 1994), p, _' 

7"StalcChiltl Suppnrt OFfice Lnder Fire," p._, 

Btrkmonmdum from AliC(l Embree to Arlen.: Pate. 
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Limit AFOC Benefits 10 24 Months for Employable Recipients 

Texas' Aid to Families with Dependent Children (AFOC) program should limit benefits to 
24 months over a lifetime for employable recipients. 

Background 

Time limits on benefits are the CornerStone of President CHnton's welfare reform 

package. The plan was designed to shift the focus of welfare from providing checks to promoting 

work. The President has said. "No one who can work. should be able to stay on welfare forever."l 

•Active partJcipation in the Job Opportunities and Basic SkiHs (JOBS) training program is 

one of the keys to self·sufficiency. Under the Ointon plan, AFDC recipients who cannot secure 

employment after two years must participate in a state-sponsored work program, short-term 

subsidized jobs in the public or private sector. Other crucial points of the Clinton proposal 

include preventing dependence on public assistance, rewarding work. enforcing child support 

and allowing families to accumulate savings through Individual Development Accounts. 

AFDC clients commonly receive benefits for one~ or two~year "spells," leave the 

program and return again. State time-limited programs are tied to education. job training and 

placement to ensure that individuals leave the welfare rolls permanently, Programs also require 

recipients to enter into "social contracts" that outline specific goals the recipienl~ must meet 

within stated time periods, Clients who do not meet these goals within the time limits and lose 

AFDC ca.'ih benefit~ customarily receive other support such as Medicaid and child care for at 

least one year. Most states cut benefits to the adult. leaving the children eligible. 

In Oregon. the proposed two-year AFDC limit is preceded by life skills and General 

Educational Development (OED) certificate training, job training and placement services and 

drug and alcohoJ treatment and rehabilitation, All options may jnclude community work and job 

search programs if recipients arc still unemployed after two years. 

Tile Wisconsin "Work Not Welfare" plan-a cooperative effort between the public and 

private sector-involves 1,000 AFDC recipients who pledge to work for their benefits. Within 30 
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days they begin work or training; after one year they must be working in a private-sector job for 

payor in a public job in exchange for benefits: after two years, cash benefits end but transitional 

benefits (child care and Medicaid) continue for one year. 

Michigan has one of the most aggressive time~limited AFDC plan5. Beginning in October 

1994. jf an AFDC recipient is not participating in JOBS after one year of benefits, the case is 

closed for the entire family, Since 1992, all APDC recipients have entered into social contracts 

that require them to work at least 20 hours per week, enter a job training program or work in 

community service after 90 days. This is it statewide demonstration project. 

About 22 states are implementing or developing time-limited AFDC benet1ts statewide or 

rcgionaHy. Since all such projects are relatively new. no AF'DC £eCjpient has yet been dropped 

from the program bccau~ of lime limits. 

More tban half of Texas' adult APOC recipients have been receiving benefits more than 

(wo years; almost 11 percent. about 79,000 jndividuals, have received benefits for 10 years or 

more, according to the Texas Department of Human Services (DHS), National statistics show 

that 25 percent of AFDC recipients receive benefits for eight years or more. compared to about . . 
15 percent in Texas.! 

Per<entage of AFDe Recipients hy Total Period, Fiscal 1993 

Time on AfDC (B•.,ic) All Spells 
(Percent) 


Up to I Year 32.5% 

1~2 Years 16.3 

2-3 Years 10.9 

3-4 Years B.2 

4-5 Years 6.7 

5-6 Years 5.1 

6-7 Years 3.0 

7~8 Years 2.6 

&-9 Yeor, 2.1 

9-10 Ycars 1.9 

JO + Yo"" 10.7 
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The 1993 Legislature directed DHS to study time-limited AFDC benefits in Texas. This 

report. due to be reiea'\ed in December 1994, will e~amine the state fiscal impact and the impact 

on support service-Ii and possible exemptions, but not necessarily the demographic characteristics 

of clients who have received benefits for more [han two years, Such information, however. is 
. 

vital in determining the characteristics of tbose affected and how many people ate potentially 

employable. 

Recommendation 

The Texas Department.f Human Services should Implement a two-year, time

limited AFDC demonstration project in areas with low unemployment and an 

effective JOBS program placement rate. 

Before establishing the pilot program, DHS should examine the characteristics and 

demographics of Texas AFDC recipients who have receiveo benefits for more than two years. 

The study. which should include information from recipient focus groups, should be completed 

by January 1996. Other states including California. Minnesota. Vermont and Washington have 

conducted "cohon" studies to track AFDC usage over time) Tbe Legislature could select severa1 

options fur tbe Texas demonstration project. 

Implications 

Time limits on AFDC benefits are controversiaL Though it appears that terminating 

benefits after two years would save money, accompanying services-education, job training. 

child care, transportation and placement-are expensive. Many states. provide transitional 

Medicaid and child care benefits. while recipients work~ other stales continue to offer all benefits 

to unemployed recipients past the imposed time limit 

In Texas, JOBS provides AFDC recipients with education and support services to the 

lune of $55.3 million in state and federal money in fiscal J994, An assessment of the JOBS 

program by the State Auditor's Office found that on))' 69 percent of potential federal funds are 
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drawn down and that much of the money used for child care is spent so inefficiently that several 

areas run out of funding early in the year, A time·limitcd progrnrn cannot work without 

examining child care funding for working AFDC parents, 

Creating jobs for Texas' hundreds of thousands of AFOC redpients would be very 

expensive, Administrative cost'iJ would rise for record keeping and tracking, which could create 

additional quality control errors. 

Time-limited programs often are tied to reforms of asset and income disregard limits. 

which are intended to encourage work. Nebraska and Montana have hired consultants to 

construct models that evaluate the results of different variables related to time limits. 

DHS recommends tbat AFDC benefits be limited to a cumulative two years with a 

"freeze~out" period of three years in which cJients cannot receive any benefits. This approach 

would simplify and limit administrative activities. 

Opponents of time limits on AFDC benefits helieve two years is not enough time to 

educate or train people to achieve long~tctm self-sufficiency. The minimum wage is too low, 

child care is not available and such limits could exacerbate homelessness. child neglect and 

poverty, they believe. Also, if children's benefits are terminated aJong with the adult's, additional 

costs may occur in AFDC and other programs. Children may be placed with a relative or in foster 

care, in which case AFDC benefit costs would rema'n the same or increase. 

Supporters of lime limits believe that welfare should not last forever. The Heritage 

Foundation has stated that the current welfare system subsidizes illegitimacy, divorce and 

dependency" 

The proposed demonstration project would require a federal waiver. 

Fiscalimpaci 

Estimate for a lO,OOO-person demonstration project, assuming that the participants are 

already enrolled in the JOBS program: 

State 
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Fiscal Year Total Savings Eedernl Fund. General Revenue 

1996 ($231,000) ($115,000) ($115,000) 

1997 0 0 0 

1998 212,000 13U)OO 81,000 

1999 499,000 308,000 191,000 

2000 885,000 546,000 339,000 

Potential additional costs: 

Year Subsidizell Job, Child Care Recipients 

1996 $0 $0 0 

1997 0 0 0 

1998 790,000 373,000 184 

1999 1,862,000 878,000 433 

2000 3,302,000 1,558,000 768 

Endnotes 

[Governor Sill Clinton and Senator AI Gore. Pulting People Firsl'" How We can AU Change America (~cw York: Time Books, 
1992), p. 164. 

'-'Mary JO" Bane and O;1vid C, Ellwood, Wdfore Realiti .. s: Ptom ithttoric to Rtjorm {Cambridge, M~buse!ts; Harvrud 
University Press, 1994}, p. __ 

3Milrk Greenburg. Beyond SleF£otypes (Washington, D,C,; Center lor Law and Social Policy, July 1993), p. t 
410e Heritllge Foundation. "Combating Family Dislmtgratioo. Crime. and J)ependeru:c: Welfare Reform and Beyond" 

(Washington. D.C .• AprilS. J994). p, 7, (Newsletter,) 
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Limit Benefits Based on Educational Level 

Texas' Aid to Families with Dependent Childffll (AFDC) program should limit benefits for 
individuals with college degrees. 

Background 

Pcrwns with college degrees should have limited access to AFDC benefits. In rruee 

Wyoming cQunties, any AFDC recipient who eams either an associate or bachelor's degree while 

receiving public assistance is eligible for no more than six additional months of benefits. Any 

recipient pursuing a bachelor's degree beyond the sixth year or an associate degree or vocational 

program beyond the fourth year is ineligible for benefits. Any individual pursuing a second 

degree is ineligible for benefits. 

These limitations do not apply to individuals who are temporarily ill or injured, or to 

those who are physically or mentally incapacitated, 

Recommendation ,, 

Tbe Legislature should ",quire tbe Tex.. Department of Human Services (DHS) to 

limit benefits to six months for AFDe recipients with college degrees. 

Implications 

According to DHS estimates, this recommendation would affect about OJ percent of the 

state's AFDC caseload, DHS estimates that by r.scal2000, this program would reduce AFDe 

grant cas.es by 995 per month. The recommendation would require a waiver. a rule change and a 

state pian change. 

Fiscallmpacl 

DHS estimates that AFDC payment savings from fisca11996to 2000 would lOlal about 

$5,2 million, of which the states share would be $1.98 million. 
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Cases With 

Grants Reduced 


Year Sayings Federal State PerMQnth 


1996 $942.859 $585.515 $357,344 818 


1997 990,002 611.227 378,775 859 


1998 1,039,502 641,789 397,713 902 


1999 1,091,477 673,878 417.599 947 


2000 1.146,()SI 707,572 438,479 955 


, 
r 
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'Create a Working Group to Improve 
Child Support Enforcement 

The Governor's omce and the omce of the Attorney General should create a working group to 
increase child support coUeaions. 

Background 
Most of Texas' largest urban counties. including Tarrant, Bexar, Harris and Travis. provide services 10 

custodia) parents who are not receiving their court-ordered payments. These counties pay for their 
programs with no financial aid from tM state. 

The Office of the Attorney General (OAG) has cooperative agreements with 19 counties that maintain 
local child support programs. For example, under some of the agreements. county employees monitor 
cases to ensure that child support IS paid as ordered by tbe court, and if the support is not paid. [he county 
refers the case to OAG for enforcement Additional1y. under other cooperative agreements. counlies 
receive. process and disburse child support payments on behalf of OAG. 

Under federal law, federal aid is available fQ slates and (be states' designees to fund child support 
enforcement acrivilies. The state could make this funding available to -county programs. Texas counties. 
howe\ler. have not soughl this aid because the law would require them to forfeit all fees they currently 
receive for perfonning various state functions. such as those related to adult probation and the 
enforcement of child support court orders. For example. Tal11Ult Counly collects about $1 million 
annually in child support processing fees alone. I ' . 

Even if this requirement were tefOO\led. however. other barriers to federal support exist. As mentioned 
above. counties curren11y work with stale employees on child support cases wirhQUt any reimbursement 
The state cannol, however. distribute federal Social Security Tide IV~D money to eligible counties for 
child support enforcement unless- county recordkeeping and procedures are improved 10 include securing 
applications for non~Aid (0 Families with Dependent Children (AFDC) services from custodial parents 
emitltd to child.5upport. and to clearly differentiate between Title IV~D and non·Title IV~D services. 

The "Complalnt·Orl",,"" AppIlcatIon"System 
A major barrier 10 increastng child support collections is the current "romplaint~driven" child support 
application system. If a family that is not receiving AFDC wants to obtain its court-ordered child support 
from a delinquent (non~AFDC) parenl, the cuslOdial parent must file an appli~ation that amounts to a 
request for assistance. This is a federal requirement. However. many custodial parents are afraid of 
relaliarion rrom 1he non"",ustodial parent1 In 1his complaint-driven system. only about one third of the 
parents pay, In systems where a simple reminder letter is sent from (he county to the delinquent non
custodial parent, Ihe pay rate jumps- to 70 percent.:1. 

To address this problem. OAG's Child Support Enforcement (CSE) program has established cooperative 
agreemenlS with seven counties to monitor child support cases. Unlike the agency's other agreements 
with counlies, this project has an automatic, "self-~Iartjng" enforcement ~hanism. When payments 
be<:ome more than 10 days late. a letter is sent oul from the county, lriggering eady intervention to 
prevent further delinquency. The intervention process includes an automated referral to eSE.A: For 
example. Be"ar County has been involved in an enforcement demonslratton project with OAG since 
1990. Bexar County is electronically linked wirn OAG, allowing (he county to update local support 
paYmc::nt histories on~line, and to electronically transmit child support payments to OAG.} 
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Recommendation 
The Governor, in cooperation with the Attorney General, should create a working group or county. 
state and rederal child support omcials to investigate strategies to maximize rederal assistance for 
county staff working on child support collections, reduce state non·Aid to Families with Dependent 
Children (AFDC) child support caseloads and eliminate the "complaint.driven" application system. 

Expanding cooperative agreements with coumies could increase the number of counlies' moniloring 
delinquencies. which in the long run should save money. Success rates are much higher and costs much 
lower when non-paying child suppo" offenders are brought into compliance as quickly as possible. 6 

County officials and their suppon staff already work child suppon cases. If they also receive applications 
for AFDC services at the county level, it is possible that federal funds could be passed through the state to 
the counties. 7 However, county recordkeeping and procedures would have to be improved so county 
employees could keep track of the services they provide that qualify for federal reimbursement. 

I 

Implications 
By transferring part of the non-AFDC child suppon case load to the counties, the state could reduce its 
child suppon enforcement backlog. Expanding the delinquency monitoring effon to more counties also 
should reduce state costs. Delinquencies resolved at the county level, or with limited involvement at the 
state level. would help reduce the ever-increasing child suppon caseload. 8 

Eliminating the current application system could drastically reduce non-AFDC caseloads because more 
delinquent parents pay up when they receive a letter from the county than when they know the custodial 
parent must file a complaint to force them to pay. 

An existing federal "maintenance-of-effon" requirement for administrative matching federal funds could 
require counties to maintain current levels of spending for child suppon enforcement. This would spur 
program expansion because the county would be obligated to spend all of its commitment as a 
requirement' of the federal match. The federal match money could be passed along to the counties along 
with some of OAG's non-AFDC caseload, which should financially benefit the counties. This would 
allow OAG to concentrate its effons on the more difficult-to-work AFDC cases, which draw additional 
federal mOrley into the child suppan program. 

A self-staning system would remove the adversarial aspect of the current system and the custodial 
parent's fear associated with filing a compiaint against a non-custodial parent. As mentioned previously, 
self-starting systems often achieve a 70 percent pay rate, compared to a one-third pay rate for complainl
driven systems. 9 

Fiscal Impact 
Improving child suppon collection could result in savings and cost avoidance for the federal, state and 
local governments. The amount of the savirlgs and cost avoidance is not quantifiable because, without a 
unified effon among all levels of govemmem, reliable infonnation cannot be compiled. 

TPR believes that eliminating the "complaint-driven" application system could double the pay rate on 
non-AFDC child suppan cases. 
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Endnotes 

, IruCf'\'iew with Noms Branham, director. Tarrant COOl'll)' ()omcstic Rdalioo$, Fon Wont!, 'feu$, AUguM 1994. 
In\er'liews wilh Howard Baldwin. Jr., ,3(tlln'!ey..-dircctor nf lru.crgovemnx:nlal A((am, TeJ.a,$ Otpanment of Prot«tive and 
Regulatory Sef'licts, Austin, Texas. ounng JUM. July and August. 1994. 

J 	 Public I~t;m¢ny by Charles ChikireH, special roun!.el. Office of the Attorney GeOeral, Tuns House HellJIl'I and Human 
Servi~s Committee Interim Study on Wdfare Reform. Austin. TeKas, June 10. 1m. 
Public hearing of (he Te~:u House: HumM Ser\li~es Commillee Interim Study on Welriue Reform. ;UI"IC 2{), 1994. {NO(Ci), 

InrCfView with Howard Baldwin, JJ., 
Pubhc heanng of the TCt,;lS Hoose Human SC(\'lces Commin«: Interim Study on Welfare Rl'!form. June 20. 1W4. 

7 Interview wilh Howard Baldwin . .Jr. 
8 Interview wll11 Howard Baldwin. Jr,, 

Public Teslimony by Chades Clnldrt!u 
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Improve the State's Medicaid Cost Recovery Program 

Th~ legislature should reappropriate half of the Medicaid costs recovered from third.party 
insurance sources in medical assistaoec only casts to tM Attorney General's Child Support 
Enforcement Program as an incentive to improve colfec:tions. 

Background 
The Office of the Attorney General (OAG) administers the Child SUpPQrt Enforcemem (CSE) program 
mandated by the federal Social Secu:rity Act, CSE is required 10 help families locate absent parents. 
establish paternity and child.support orders. and collect chUd support payments, 

in addition. the CSE program is responsibJe for ensuring that persons whom the courts have ordered to 
pay child support provide medical support as well. CSE also provides information to assist the Texas 
DepartmeiH of Health (TDH) in recovering children's medical costs when they are entitled [0 medical 
benefits from third-party insurance resources. When legally responSible persons do not provide medical 
insurance or cash medical support. the state and the federal government pick up the tab through MediC<\id 
programs. known as medical assistance only (MAO). f(tr those who are income~eligibJe. 

In fiscal 1994. the slate processed more than 6.9 million MAO recipients, and together the Slate and the 
federal government spent about $872 million on MAO recipients' medical care. I The state reoovered 
costs on only about 9 percent of the MAO recipients. capturing an estimated $78 million total, of which 
almost $27 million was returned to Texas,l 

Since 1990, CSE has participaled in an interagency COriltact with IDH through its third-party resources 
program.) The program attempts to recover children's medical costs paid by Medicaid if the children were 
entitled to private carrier coverage, As part .of the conuact., TOH pays CSE 25 percent of the state' s share 
of any recoveries related to a TDH~CSE computer tape match,4 

By federal mandate. the Texas Department of Human Services and TDH routinely refer MAO cases to 
eSE, However. the MAO c~es are rarely enforced.5 As a result, only a small percen13ge of lhe 
information on MAO clients is conveyed to TDH's mird-party recovery program. 

One of the main reasons for eSE's failure to enforce MAO cases: is that CSE does not have the capabilily 
to work MAO cases wilh its limited automation resources and staffing. The system in place does not 
identify these types of cases because it was developed before MAO cases became a Significant pan of the 
workload. CSE is already s.trUggJing with an .ever-increasing caseload without considering the additional 
MAO cases. To help remedy the situation. the Texas Child Support Enforcement System (TXCSES). a 
new $17 million-plus automation system. is scheduled 10 begin February I. 1995.6 

Federal law provides an incentive for states to recover costs through its federal state split for Medicaid 
and Aid to Families with Dependent Children (AFDC) costs recovered from other providers. By state law, 
the state's share of the AFDC split is reappropriated to the CSE program. However. the state's share of 
Medicaid (non cash assistance; money recovered goes to general revenue-not' eSE. Therefore. CSE has 
limited financial incentive to' recover MAO funds. especially in light of ttieir backlog of regular child 
support casts, 
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Recommendatlon 
TM Legislature shouid reappropriate hal! of the 5tate t s share of Medicaid costs recovered from 
tbird~party insurance I'6:OUr«S to the Attorney Genual's Child Support Enforcement program 
(CSE1 

Attempting cos.t recovery on medical assistance only (MAO) cases will ensure the cases are worked and 
provide a new revenue source for the state. CSE can use the additional fUnding to expand and improve its 
program, 

The Legislature should make the additional appropriations conlingenl upon the Comptroller's certificaticn 
(hat the increase in cost recovery of MAO cases is in e~cess of the current 600 new cases per month. 

Implications , 

If the MAO caseload is not worked as a priorilY when TXCSES is implemented. an opportunity to 

recover these funds will be lost because the claim evaluation period will expire. 


Flscallmpact 
A key oompt>nent to recovering the MAO money is TXCSES's startup in February 1995. MAO caselo~d 
data eould be added in increments over (he first operating year. and the caseload is assumed to remain 
constant after February 1996. A six-month lag from data entry to cost recovery is scheduled 10 allow for 
processing time and system debugging. The estimated caseload does nOI include the estimated 52.000 
recipients currently worked monthly.1 

Based on Texas populalion trends. about 40 percent of the MAO caseload has group health insurance 
through an employet. Medicaid aggregate statistics indicate haif of the caseload 1S active and recoverable 
at any lime. 8 The average cost per recipient paid in fiscal 1994 is assumed to remain constant tbrough 
fiscal 2()(x). Half of the reCipient cost is assumed recoverable through third-pany resources. TIle state 
share of the coSt recovery is assumed 10 average 35 percent tbrough fiscal 2000. if Savings over five years 
are summarized below, Since this is a conservative est'mate or (he potentia! cost recovery, additional 
actual cost recoveries should be allocated according to the recommended distribution. 

flsl:al 
y.., 

Glloj( .....j 10 
0""...1 R ..o.... fund 

Galn/(Lossj 10 
AIIamoy Gono..1CSE 

Ooill/l""'j I. 
Federal Government 

1996 $ 5,821.000 $ 5,821,000 $21.621.000 
1991 10.746.000 10,746,000 39,915.000 
1998 10.746,000 10,746,000 39,915.000 
1999 10,146.000 10,746,000 39,915,000 
2000 10,146.000 10.746,000 39,915,000 

Endnoln 
I 	 TC)las Departmc:lu of Healtl't, "'FY 93-94 AFOe and Medicaid Redpieru Moruh1.oo Pure Pumiums:' AU$lin, Tens. 

August 24. 1994. (Intcroffice commuAA:atklll.) 
2 	 Interview with Terry Cotlrell. Third Pany Resot.m::e$ Program. Teus [kpartmeru of Heallb. Austin. Teus, A\;Ii\i$ll994; 

imerview whh Ra)' Morales. Budgel. Te)la.'.i Department of Health, AUSlin, itllu. August 1994: andTexll$ Department of 
Heallh, "Monthly TPR. Updale COn!rol Totals," Austin. Te)l3s. Augus! 9". 1994 (Computet printout) 

j ln1ervttW \l;lth Terry Cottrell. 
4 Inu:rview with Terry Contel!. 

http:Moruh1.oo


DRAFT 
General Government 

Endnotes (CDntinuedl 
l lntervtew with Kelly Evans, ilIUOI"ne)'. Bledsoe, Bwwll. Evan:;. & McCullough. Au&tin. T-.'!xas, August 1994: and interview! 

with Howat<! Baldwin, It" altomey..wre<:tor of Intergovernmental Aff;IIf'S. Te.as Depanmeru of ProtectiW! and R!:'gulalOfy 
Service:;., AUllin, Tua:;., June and Augusl 1994. 

6 Federa! regulations tequi~ the system to be implemenltd by Oclober 1995. 
7 Interv~w with nrry CCUn:lt, 

Interview with Terry COIlu-11. 
q Interview with Heward Baldwin, 1t. 
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Increase Cash Medical Support Payments 

The Legislature should strongly encourage the Offler: of the Attorney Ge:nerld and the Depanment 
of Health to work together to maximize cash medical child support payments in CasH whtre private 
insuran« is not availabJt. 

The Health and Human Services Commission (HHSC). the Office of the Attomey General (DAG) and the 
Tex-as Depanment of Health {TDH) have worked fo improve (hird-party reimbursement for medical 
support for cbildren in Aid to Families with Dependent Children (AFDC) programs in response ro 
recommendations made in TPR's Against the Groin. Among factors limiting this effort are the increase in 
employers who have reduced or eliminated their employees' health insurance benefits; the large number 
of absent parents of AFDC and nonwAFDC Medicaid children who are unemployed or under...employed in 
low~wa8e jobs: and the variation 1n bea}th insurance benefit packages related to costs of co...erage. 
eXi:essive premiums and high deductibles, 

Texas law al$O lacks certain provisions necessary lO comply with federal requirements. Ilmiting'tbe 
effectiveness of third-party ~covery. The federal Omnibus Budget ReconciHation Act of 1993 (OBRA 
93) requires states to enact laws designed to decrease Medicaid expenditures through better medical 
support enforcement. A few pro... isions remain to be enacted by the Legislature thal would bring Tex.as 
law Into i:ompliance with OBRA 93 and hetp remove obSl:acles to enrolling cbildren in health insurance 
coverage. One such provision would prohibit Insurers from laking into account a person' s Medicaid status 
when enrolling the person, Ot when making benefit payments. OBRA 93 also requires insurers and 
employers 10 pennit the child to be enrolled witbout restrictions at the request of the custodial paJent. dw 
stale Medicaid agency or the Slate child support enforcement agency, Finally. this federal law prohibi[s 
insurers and employers from disenrolling a child. except under specific circumstances. 

A vailable data indicate that 35 percent to 40 percent of the employers of non~custodiai parents of 
Medicaid children do nm: provide health insurance benefits to their employees, Ev.::n if OAG and TDH 
operate at maximum effIciency and effectiveness. thousands of AFIX' and non·AFDC Medicaid children 
will never have access to private, employer-based group health insuran.ce coverage, State Medicaid 
recoveries will continue to suffer as a result. 

Under <:urrent federal law. state child support enforcement agencies under the Social Security Act. (lV~D 
agencies}. are required to coneCt and distribute cash medical suppon as designated in the child support 
order. 1ne cash medical support is assigned to the slate Medicaid agency. Federal law and regulations 
require OAG. the IV·D agency, to distribute- this money to IDH. the state Medicaid agency, to help offset 
Medicaid ex.penditures. l . 

Cash medical support col1ections may benefit the state when collected in Medicaid cases. panicularly 
wilen the non-custodial parent does not have access to a group health insurance plan, In AFDC CtlSeS, the 
amount collected counts as an AFOC collection f-or federal incentive purposes. OAG receives an 
incentive payment from the federal government for child support colle.:ted on an AFDC case, Thus. cash 
medical support collected on AFOC cases has the potential to increase federal payments to the state. 

These cash medical collections are a1so assigned to Ihe state Medicaid agency. paniaUy offsetting state 
Medicaid expenditures in both AFDC and non~AFDC medical assistanre only (MAO) cases. Collection 
of cash medical suppon in appropriate cases couid yield substanttal revenues to the state with efficienty 
and predictability beyond that of Ihird-pany recovery programs alone. 
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OAG is implementing a new automated child support enforcement system in February 1995. This system 
will enhance QAG effons to colJ~Cl child suppon and medical support. Increasing cash medical support 
collections should be routine upon installation of the new system. More timely recovery and enforce~ 
rnent of medical support orders will allow the stolte 10 receive additional revenue to offset Medicaid 
e:.\penditures. 

CoSt avoidance from enfon::ement of medical support orders is significant. According to OAG and TDH. 
(he state has avoided $2,6 million in fiscal 1994 in~state Medicaid expenditures due to the successful 
enrollment of AFDC and non~AFOC Medicaid children in health insurance plans by the child support 
program. ~ Despite Ihe real benefit to tbe Medicaid program. OAG receives no federal incentive payments 
for successfully enforcing medical support orders. As a result. medical support enforcement is viewed as 
draining resources from the child support program. 

Since OAG does nOI receive a federal incentive payment for tbe costs of successfully obtaining health 
insurance coverage for dependent child~n, all funds h) improve medical support enforcement must be 
drawn from revenue that supports efforts to cQilect cash child support. Since the primary mission of the 
agency is Ie increase child support collections. medical support enforcement competes to some exteru 
with resources directed at that goal, 

OAG and TDH have enacted an in1eragency agreement intended to assist OAG in defraying costs 
associated with medical support enforcement. The agreement ~y~ OAG 25 percent of the state's share of 
all Medicaid expenditures collected through third-party recovery attributed to successful medical suppon 
enforcement. This agreement generated only $14.500 in additionaJ funds for OAG child suppon functions 
in fiscal 1993. 

Other states have provided incentive bonus plans that are more successful at rewarding medical support 
enforcement. Minnesota and Wiscoosin provide incentive payments that encourage greater recoupment 
Payment of an incentive should eliminate the drain on traditional child support enforcement services and 
allow OAG to improve its medical support enfOfCement program. 

HHSC retained a pnvate consulting firm (0 implement TPR's Againsr 1M Grain recommendations. As 
part of this initiative, TOH currently pays a cash incentive of $39.00 to a private third¥party recovery finn 
for every Medicaid chUd successfully enroiled in health insurance coverage. J With the installation of the 
new child support system. OAO's medical support enforcement activities will be automated, allowing 
many of these cases to be: identified and worked more easily for medical support. reducing the need for 
follow-up recovery operations. TOWs incentive payment concept used in its third-pany recovery contract 
could be applied to OAG under its newly automated sys.tem. It could provide a similar cash incentive 
payment to OAG on a front--end performance*based contract arrangement for every Medicaid child 
successful1y enrolled in health insurance, Legislative action could also provide incentive payments by 

. appropriating a ponton of the· state" s share of cash medical support collected CO OAG for expenses related 
to the coUe<tion and distributJon of cash medica! support in AFDC and non-AFOC Medicaid cases. 

Recommendations 
A. 	 Aner installation or the ••'omated child support ""U«'lon system a' the 0Ifke or Ihe Att ......y 

c"...ral (OAG), the Legislature should strongly .ncourage OAG's Child Support Enrorcement 
(CSE) Division to maximize the collection of medical child support. OAG should be encouraged 
to HtabJlsh ("ash medical child support orders (tn AFDC and non-AFDC Medleaid cases when 
private insuran« is not availabJe. 

Orders should be modified and entered where appropriate to establish cash medical support amounts 
when no insliranct! is available through the non-custodial pmnt'sernployment Cash medical support 
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should be used as a more direct and predictable offset 10 Medicaid ex.penditures than third~party 
recovery efforts. 

B. 	 OAG 's CSE and the Texas Department or Htalth (TDH) should negotiate an incentive structure 
to bring improvements in medical support Enrorcement and support order esu.bUshment. TD" 
and OAG should be required to report the results or this effort to the Legislature by Odober t. 
1'196. 

C. 	 To identify additional revenue opportunities for the state. the Legislature should Initiate a study 
to further address the following issues: 

• establishment of a IV..D htalth insurance purchasing alHance or the addition 0( this ategory 
to any bulk buying strategy for heaJth insurance for the sQite; ami 

• legislative action needed to conform fully to the provisions of the ftdual Omnibus Budget 
Reconcillati.n Act or 1993. 

Implications 
Cost avoidance by obtaining medical coverage under private heallh insurance is a significant benefit to 
the state" In cases where private insurance is OOf available, the state should pursue cash medical payments 
to reduce the cost of AFDC and non--AFDC Medicaid children's slate paid health insurance, 

Fiscalimpacl 
Savings cannot be estimated from the infonnation available from OAG. OAG cannot provide the number 
of paying AFDC or non~AFDC Medicaid cases with cash medical suppon orders or the potential amount 
of cash medical support collections. OAG does nol have the capability to distribute accurate and timely 
cash medical support collections due to deficiencies in the current automated system and the complexities 
of relevant federal rules, After 1nslallalion of the new automated child support collection system in 
Febrn~ 1995. OAG will have Ihe capability (0 provide more accurate information on this issue. 

Provision of an incentive payment system for cash medical child support enforcement will allow recovery 
by OAG for costs associared with this function. This payment would provide additional incentive 10 

-monitor and update medical support enforcement orders. 

:2 	 hW!l"View whit Michael GetlmJli, Child Support EJlf~emenl Division. Ofi1ce of the AllOt'fley GcflCtal. Al,Ilftin, Tun, 
October !994, 

J 	 Interview willa Charks Childres:>, special counsel. Child Suppon Enforcemrnt m'ii$ion, Office of me Anomey General. 
AU$!m, TUM, Oclobi:r 1994; and joltf"liew "'im Te/1)' Cottrell. sec1ion manager, Third·J'ttty RellOUrctj. Telh'tl De:panmenc 
of Heahh. Oc1obrr 1994. 
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Improve the State's Administrative Hearings Process 
for Child Support Enforcement 

The Legislature should improve tht!: administrative hearings process for thUd support enrorcement. 

Background 
Tens is siruggling to keep up wilh the growing need to enforce child sUpp<ln: laws. The total caseload for 
Ihe Child Support Enforcement (CSE) program of the Office of the Attorney General (OAG) grew 
by 5S percent. from 427.565 cases in fiscal 198910664,250 cases at the end of fiscal 1994" The total 
number of cases is projected to exceed one million by the end of fIscal 1997, Child support obligations 
have been established in ress than half of ttte cases. I 

Texas faces federal requirements t£1 $Cr.'!! CSE clients. In addilion. OAG faces many administrative 
requirements of the federal Office of Child Support Enfon;:ement (OCSF). suth as case processing time 
deadlines and case updating targets. 

OAG determined [hat its CSE division filed (75.893 court actions in fiscal 1993. which is near the 
capaCity limit of the cumnt judi.cial process. The capacity of the system restricts the number of cases that 
can be completed. 2 

The Comptroller's 1993 report AgainJ'llhe Grain recommended Ihe establishment of an admintstrative 
hearings process for child support enforcemenllo simplify and speed up the process of establishing child 
support orders.:I The recommendation suggested an administrative process that was quicker and less 
costly lhan the coon-based process. Cases with nO' real factual disputes would be handled more quickly. 
without sacrificing fairness to the parties involved. 

The LegiSlature enacted House Bill 724 in 1993. partially fulfiUing the recommendation, Based upon 
OAG's pilot projects, some adjustments bave been identified to streamline and expedite the admini· 
strative process, 

Participants in child support review (CSR) are not required to attend the negotiation conference bur they 
may request a court hearing. Participants may walk out of negotiations. but CSR muSt continue. and (hen 
the participant ma.y request a court hearing. Parties may sign an agreement and may request a court 
hearing at any lime before CSR is confirmed by a court. 

The statute also requires thl\t a CSR agreement contain nOlice in boldfa.ced type Or in aU capilalleners that 
a hearing can be requested: The final petition for confirmation of orders must contain a fotm: to request a 
court hearing as an attachment to the pelilion. even though no other civil suit procedure requires that the 
respondent be provided with a Conn for an answer or coon nearing along with the petition. Finany. OAG 
muSt make available a fonn to requesl a court hearing to the clerk of the court and to a party 10 the CSR 
proceeding. Since many more opportunities arc presented to request hearings than in {he OAG court 
proces~ for working child support cases, it is not surprising tbat a bigher proportion of the (.:ases in the 
pilots request hearings than in other OAG cases. 

The administrative reView prQCess statute requires thai CSE process officers have "ccflified family law 
mediation training," No group certifies mediation training. Dispute Resolution Centers offer training in 
dispute resolution and allow individuals 10 mediate with about 40 hours of training, They need to seek 

Gaining Ground-499 



DRAFT 

General Government 

child support. medical support coverage and paternity establis.hment under the statute"s guidelines with or 
wilhoUllhe parties' agreement 

The statute now indicates (hat lhe purpose of the CSR process is 10 mediate a settlement on child support. 
The slaled statutory purpose of the process is "to anemp' 10 reach an agreement regarding child support 
payments" when the real purpose should be (0 resolve the issues of child support and paternity, regardless 
of whether an agreement can be reached. 

Certain procedures should evolve as a matter of course with changes in the statute for the administrative 
process. CSR dt:termines the amOunt of child support owed in negofiation procedures. A more efficient 
way of establishing this amount would be to notify obligors before the beginning of the administrative 
pCQCess. The State of Washtngton's administrative procedure relies upon defaults: the obligor must serve 
a written objection and appear for any hearings. or the preliminary notice of child support is adopted as 
the order,4 Washington's Paternity Affidavit Program helps to obtain an administrative order for child 
support through a N<xice and Finding of Parental Responsibility, an Agreed Settlement. a Consent Order 
or an Administrative Order in 85 percent of the cases. Cases are worked within a median time of 156 days 
after the birth, of a child, primarily {hrough default. Due process constitutional challenges to Washington' 5 

statutes have not been upheld in the courts. s 

Requirements for the negotiation conference in CSR have the effect of encouraging court hearings in 
wh.ch nu change in fin(.1 action tesults. The Slate of Washington has about 90 percenl of its cases 
resolved through their informal adminislrative procedures without a court hearing. At negotiation 
conferences in Texas, Ihe CSR process officer is required by law to explain the process and the rights of 
Ihe parties in substantial detail. Nego(iations held outside CSR require no nolificarion 10 Ihe parties and 
allow a free~form negotiation, sometimes resulting in an order in 30 minutes or less, compared to the CSR 
sessions that take up to two hours. In many instances. a court hearing is held, although few actions to 
;;Mange support orders result. 6 

Implementation of the existing CSR process statewide by OAG may result in fewtr filings and orders 
than procedures under the current statute. If implemented statewide in this fom,. these administrative 
procedures may cost more than before. In some areas of the state where court proceedings are more 
elaborate. these administrative procedures still could be COSl efftctive tinder tbe current statute. 

Recommendation" 
A. 	 The Legislature should clarify that the purpose for the negotJaiJon conference is to resolve the 

child support issues In a lItaDner that makes a f.ir deef"rmination of the rf"levane (adS and an 
appropriatf" disposition. 

ThiS recommendation would strenglhen and speed up the administrative child support process by 
focusing on a fair detetmil1atlOn and limely disposition. instead of {he nego1ia[ion of a settlement. 
Iltls mort closely follows other states' successful administrative processes. 

B. 	 The Legislature should simpUfy the chUd support re¥iew (CSR) process to require notice ot the 
right to request a court hearing be oltered on'y at the negotiation conrerence; to rely more on 
default and "consent orders and agreed settlements" outside the judidBI process; 10 confer 
Quthorily tor CSR omcers 10 obtain compliance with subpoenas; and effectively onler paternity 
""ling. 

The administrative process should be structured to provide a speedy and fair disposition of child 
support matters, and encourage only necessary court hearings. 
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C. 	 The Offke of tbe AUornty General (OAG) should expand as soon 85 possible the Ult of a 

simplified administrati~ process, where it is detemtined to be cost effective-. 

D. 	 OAG should condu~t a study to determine the cost of regular and CSR Pf"O«SSU for child 
support ettfon:emtnt. to be p~ted *0 the Govel1lor and the Legislature by September I, 
19%. 

The OAO's report should make findings and recommendations for modifications to laws improving 
COurt and CSR processes for child support enforcement. 

Implleallons 
Further modifications to the administrative CSR process are necessary (0 provide more cost effective 
alternatives to the court system process, These recommendations would further reduce the costs of the 
administrative CSR pnxess to speed up and streamline the establishment of child support orders for the 
populations served by OAG. 

Flscallmpact 
The fiscal impact of this re<:ommendation cannot be estimated from the data available under,OAO's 
current automation system. It is anticipated that savings would result from a reduced case processing lime 
for the establishment and modification of child support orders, [n addition. as more child support orders 
and <:ollections are made. [he state should have increased n::venue in OAG's Child Support Retai.ned 
Collections Account and pubhc assistance programs as chUd support is applied against those 
e;w,pendjtu~s. 

•Endnotes 
I Alief: Embree, Child Support Enfoo:tmem Division, Office of1he Attorney General, :memorandum to Arlene Pace, 

Seprcmber 21,1994. 
2 Testimony by Charles Childress, special counsel, Child SLlpport Enfort:e1lV!ol Dhiston, Office of Ihe At\orney General. lit the 

Hoose HLlman Services Coounittee. Interim Study 00 Welfare Ref«m. public hearing. June: 20, 1994. 
] Comptroller I)f Public Acrounu. A841r1.1l th, Grain. High-QUlJlity Low.con G(W~rrt.fMlIlfoF T~Jr4S, AU$tin, Texas, Janlllry 

199), p. 509, 
.. Charles Childress, special caunsel, Child Suppan Enforcemcm o.visiol'l, Office of me AttOrney General, Sc:plembeJ 21, 1994, 

!Mel'OOfaflduQ'q 
:s Charles Children, special J:ounKI, Child Suppott Etlforeemcat Division, Office of the Auomcy General. Septl:mber 22, 1994, 

lMernoraIldum,) , 
6 Charles Cbikireu, SpecIal counsel, Child Suppoo Enforcement DiyIsion. OffICe of the AUOOtey GeneraL September 16, 1994 

(Mernorn.ndum,j 
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Improve Information Collection in 

the AFDC and Child Support Programs 


The Texas Department or Human Services and the omce of the Attorney Genera. should jointly 
develop a streamliMii system (or taking immediate action to enf(.)t'U child support collections when 
a person applies for public assistance. 

Background 
In Texas. like the resl of the nation, many children receive Aid to Families with Dependent Children 
(AFDC) because of the failure of an absent parent to provide child support, Only 9 percent of Texas' 
AFDC cases received child support in 1994,1 

The Socia! Security Act requires AFDC cliems to assign their rights to child support to the state. AFDC 
applicants and rectplcnts also are required to cooperate with the state in efforts to' enforce the child 
support obligations of an absent parent uniess the state deiennbtes that it is not in the best interest of the 
child to do so. Failure 10 coopcnue withool a state-determined "good cause" makes the custodial parent 
ineligible for AFOC. In such cases. benefits for the ctlildren that remain eligible then a.re made in the form 
of a protective paymenl 10 a person ether than the caretaker. 

[n Teus. the AFOC program IS administered by the Department of Human Services (DHS) while the 
child support enforcement (CSE) program is administered by the Office of the Attorney General (OAG). 
The cooperation of DHS and OAG is essential in ensuring child support for children on AFDC, 

Applicable federal policy provides that DHS must give OAD written notice within two working days that 
a dependent child has been accepted for AFDC. Despite this federal mandate. (:oop¢ration between DHS 
and OAG in TeKas could be improved in several respects, First, OAG reports thar the infonnation 
provided by DHS about the absent parent is often incomplete, inhibiting enforcement activities. 
Applicants for AFOC in Texas are required 10 complete a "Parent ProfiJe Questionnaire" about the non~ 
custodial 311d absent parent. Infannation requested on the two~page questionnaire includes name. date of 
binh. current or last known address and telephone number. current and previQUS empJoyer. collateral 
contacts who may know the whereaboufs of the absent parent. access to medical insurance. and 
relationship between the mocher and father of the child. The more complete and accurate ihis infonnation 
is, the easier it is to locate an absent parent and enforce the absent parent's obligation to pay child 
support. 

OAG reports that few referrals are complete. and mISsing information may relegate a case to a lower 
enforcement priority, In nearly two~thirds of alll;ases. the address of the absent p<uent is not known. Eight 
percent of all refettals from DHS are not acted upon by OAO because the absent parent is listed as 
"unknown" or no infonnation is provided about the absent parent, 2 

A notable exception to this panern of inl;omplete referrals is an informal pilot project now underway in 
Houston, where OAG has stationed CSE staff to work in the local DHS office, 'The results of the OAG's 
pilot project are encouraging. The benefits include more complete referrals 10 the child support staff from 
DHS. a minimum of redundant data collection on the agencies and the applicants, and the agencies' 
clearer understandtng of their roles in child support enforcement. 
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This approach was discussed by OAG in its response to TPR's 1993 Against the Grain recommen. 
dations. OAG stated that "DHS and the Office of the Attorney General are discussing co-location. 
locating DHS and OAG field staff in the same place to facilitate accessibility to both programs. This is an 
initiative In progress and is being pursued in several areas where the change would be feasible,") With 
only one pilot area currently in operation and apparently successful. OAG and DHS could pursue 
expansion more intensively. Currently. OAG reports that it is considering expanding its Houston effort 
and co-locating child support staff with DHS staff as leases expire and staffing pennits. 

Second. the referrals from DHS to OAG are only made afler eligibility has been determined. delaying 
enforcement activity for at least 30 days. Research shows that the earlier CSE activities begin. the more 
effective they are. As noted previously. federal rules pennit DHS to make referrals to OAG at the time an 
application for AFDC is made and before eligibility is detennined. If DHS were to make its referrals to 
OAG at the point of application. instead of after eligibility detennination. it would be possible for OAG to 
ensure that the infonnation it received from the custodial parent applying for AFDC is complete. 
Custodial parents failing to cooperate with OAG within the 30-day window. could be reported to DHS. 
and their benefits could be denied. 

Third. the referral process from DHS to OAG is largely automated. Each day, system information from 
the Parent Profile Questionnaire is automatically transmitted from DHS to OAG. Approximately 16.000 
referrals are made each month. Currently. OAG receives AFDC case information too late to infonn DHS 
of non·cooperation before eligibility is determined. Thus. non-cooperation notices must be enforced 
through sanctions to those already receiving benefits. 

DHS has begun to take action on OAG notices. Before January 1994, only 400 cases per month were 
sanctioned after notice from OAG. Since January 1994. when DHS established a manual system of 
tracking cases that OAG reported as non-cooperative. DHS has penalized an average of 1.500 cases per 
month out of an average of 4.000 cases referred by OAG. Less than I percent of these incomplete cases 
are able to establish good reason for the case to be exempted from the non-cooperation requirement. 4 

Generally. the federal rules denying eligibility make it much easier and more effective to deny assistance. 
Reducing aid to persons who have already been found eligible for AFDC is time·consuming and 
cumbersome. 5 In addition. the requirement of cooperation reinforces the message that custodial parents 
have an important role to play in securing self-sufficiency for themselves and their children. In some 
cases. vigorous child support enforcement may obviate the need for AFDC entirely. since child support 
payments would make most cases ineligible for public assistance. 

The federal government has been increasingly supportive of state initiatives to improve the connection of 
child support infonnation in AFDC and CSE programs. It has sponsored several demonstration grants to 
improve the connection between child support and AFDC prl?grams and to promote co-location and other 
one-stop-shopping initiativ.es·. Key findings from these demonstration projects that have been included in 
the Clinton Administration's welfare refonn initiative show that the custodial parent's role in CSE should 
be discussed at the time of application in a meaningful way; the child support agency should be required 
to certify that an applicant cooperated fully before eligibility is determined. 

Recommendations 
A. 	 The Texas Department of Human Services (DnS) and the omce of the Attorney General 

(OAG) should develop a streamlined procedure for ensuring that all Information required to 
establish and enforce child support obligations is provided by the custodial parent at the time of 
application for Aid to Families with Dependent Children (AFDC), before eligibility is deter
mined. 

518-Galning Ground 
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, . 
Information ne(:essary to coile<;t child support is an impottrutt part of the pubJic assistance process. 

B. 	 OAG should submit to the Legislature by Septembu 1. 1995. a spedfic plan and timetable to 
ensure the stationing of child support staff at appropriate DHS locations when it is cost effective 
to do so. 

OAG and DHS have Iniliated a successful pilot program in Houston using ca.-located staff. Currently, 
no ~onnal plans exist to provide Ihis in additional locations statewide. 

C. 	 Until a linkage between AFDC and child support is developed~ OAG should return aU 
incomplete referrals for cblld support enforcement to DUS. 

Federal regulations require DHS 10 provide OAG with the infonnation neceM.ary fO establish and 
enforce child support DHS staff would be more likely to secure complete questionnaires on the 
absent parent if they knew that incomplete forms would be returned to them with no action taken. 

Implications 
If these recommendations are implemented, chUd support enforcement staff would be required to certify 
the cooperation of applicants as a condition of AFOC eligibililY. placing responsibility for the financia.l 
support of the child first on the parents, The primary advantage of placing the child support enforcement 
process squarely in the AFOC eligibility determination process is that il can ensure Ihar the infonnation 
needed to establish and enforce child support can be secured in a timely fashiOon. Further. the interaction 
between child support staff and applicants for AFDC would reinforce the message that the pUrpQ5e of 
public assislance is to provide temporary support to cuslodiaJ parents until se(f~sufficienc:y can be 
achieved through employment and child support enforcement. Finally. these recommendations wou1d 
require two agencies to work together to improve customer service, reduce duplicate data collection and 
clarify eacb agency's role in promoting welfare recipients' self-sufficiency. 

As a result of implementing these recommt:ndalions, (he AFDC caseload could faU by as much as 5.700 
cases. In some of those cases, children would be able to apply separately from the parent and, if qualified. 
receive children-only AFDC benefits, 

More importantly. the income that AfOC families receive should be increased as a result of more 
effective child support enforcement Federal pollcy requires that lhe first $50 of AFDC child suppOrt 
coUections eacb month be paid to the custodial parent as an incentive for their cooperation. For a fam1iy 
dependent on AFDC in TCX.8S, this amount is significant, although the amount is not proportional to. the 
child support paid. since benefit levels would be- partially reduced by th.is additional income. 

Finany. OAG's AFDe child. support collections should increase. Beyond the $50 level. federal po:lic:y 
provides that all AFD('>reiated child support payments are returned to the state and federal government to 
offse~ (he current and aU 'prior AFOC payments. Since Texas will pay approximately 38 percent of Ihe 
AFDC grant in fiscal 1996-97, the state is entitled to 38 percen( of these collections, Further. unlike oon~ 
AFOC child support collections. increases in AFDC-related child support collections also may increase 
the federal government's incentive payments to the stale. 

Fiscal Impact 
The federal government reimbUrses an states 50 percent of AFDC adminis;rative costs and 66 percent of 
the costs related to: child suppa" enforcement. and makes additional federal incentive payments based 
upon performance criteria. The state pays approximately 38 percent of the cost of Arne and is entitled to 
the same proportion of th<: additional AFDC>related child support collections. 

Gaming Ground-S19 
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Assuming a six-month phase-in period. this recommendation would save $4,1 million in fiscal 1996 and 
$4,6 million in fiscal 1991. These savings would be achieved by reducing the appropriation to DHS. 

A gain of S1.3 miUion in fiscal 1997 would result in the OAG"s Child. SUPPOI1 Relained Collections 
Account These saYings would aUow OAG to perfonn more CSE functions. 

GalnJILou) III th. 
Fiscal GaInllLon) 10 th. CIllid Support 

_Y...,o",aL, ___--"Gu...,.1 R....... Fond Relalnld Collections ActooWll 

1996 $4.100.000 $ 0 
1997 4.600.000 1.300.000 
1998 5.000.000 1.400.000 
1999 5.500.000 1.600.000 
2000 6.100.000 1.800.000 

Endnotes 
I Memorandum by Ali«: EI'nhru. Office of the "-!lome)' Gentral. AuMin, Tens (September 21. 1994). p. I. 
2 InleTVlCW with Cecelia BuB.«:. Charles Children, Alice Embret! and Arlene Pace, Office of the Attomey General. Austin. 

Te.as. $tptember e. 1994. 
3: Letter from C~lia Burke. ditutot. Child Suppon. Enforcement Division, Office of the AUamey General, February 17. J99), 

pp.9-IO, 
4 Oepat'uneru of Human ServIces, "Cooperatioo with Chlld Support Program," (Sept~mbet 22, 1994), 

p. I. (lnfofmaltofl handout.) 
5 Interviews with Bill Senton. tor\sulwu. 8en1on It Auocia!eS. Inc .• Sep*ember and October 1994. 
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Establish an Education and Job Training Program for Absent Parents 

Texas sbould provide employment services, adult basic education and job training for 
AFDC children's parents who owe child support. 

Background 

In Texas, only about 1 percent of new AFOC cases referred to the Office of the Attorney 

General (OAG) for collection of child support have court orders. About two-thirds of new cases 

do not have established paternity.l For these reasons, only a small percentage of AFDC clients 

receive child support paymems. 

Once paternity has been established and a court has ordered child support. many absent 

parents cannot pay because they are unemployed. Even if employed, they may not earn sufficient 

wages to provide meaningful child support. This is especially likely when the parent is young 

and undereducated. Such cases can end up in court for non-payment of child support and can 

carry a jail sentence. In fiscal 1994. the OAG prosecuted 4,524 cases for '<motions to enforce 

child support orders:..z 

If a jail sentence is handed down. taxpayers must pay the cost of incarcef'.ltlng the aosen[ 

parent in addition to the continued support of his family. Furthennore, while the absent parent is 

in Jail, he continues to accrue a past-due child support balance with no abBity to pay, 

Some states have addressed this problem by requiring non~paying parents to participate in 

job training programs. California, Florida, Kansas, lIlinpis and other states are participating in a 

federal demonstnuion project. "Parents Fair Share," that gives the states federal funds to provide 

job truining and placement services to unemployed absent parents. Instead of locking up the nOn

cuslodial parent, these states offer basic education and job training ProgtdffiS to give the non

paying parent the skills necessary to obtain a steady job, 

As an unexpected benefit of this program. some noni::ustodial parents that were required 

to attend job training classes have admitted to having a job and voluntarily begun paying child 

support. In Grand Rapids. Michigan. 14 percent of all cases fell into this category. 

November 12, 1994 
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Recommendation 

Texas should appropriate $1 million to tbe new Texas Department of Work Force 

and Ecoriomic Develnpment (proposed by the Comptroller's Texas Perfonnance 

Review) for adult basic education and $2 million for job training for absent parents 

who owe child support to AFDC families. In addition, the Legislature should 

appropriate $200,000 to the department for administrative easls and $50,000 10 lhe 

Office of the Attorney General for administrative costs to fund the initiative for each 

year of the 19%·97 biennium. 

These funds should be appropriated from the Child Support Retained Collections 

Account. The program should make maximum use of any federal funds. including grams, that 

may be available for adult education and job training programs. 

The new work force deveiopmcnt agency should refer these noncustodial parents directly 

to the lob Training Partnership Act (lTPA) and pay for one·half of training costs from the 

proposed fund, Most of these clients. being unemployed and underskiHed, would be eligible for 

JTPA services because of their economic situation. lTPA funds and services are distributed by 

Texas' local Service Delivery Areas (SDAs) and local courts. The SDAs would need to 

coordinate court ~ordered referr-dls, 

In the 1993 program year, lTPA served 119.656 clients in Texas. In the same year. if ail 

4.524 cases of motions to enforce child support orders had been referred to JTPA for job training. 

this would represent only a 3.6 percent increase in caseJoad. 

Implications 

Education. job tmining and employment Services. enabling the non~payjng parent to gain 

the s.kills needed for employment. would allow the state to collect chiJd·support in more cases, 

reduce the number of families relying on AFDC and increase the recovelY of AFDC costs, By 

providing job training as an alternative to jail. the state would also save the additional costs of 
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incarceration. Considering the low annual number of prosecutions (4,524) and the fact that these 

noncustodial parents are probably eligible for JTPA services, this program would not cause a 

large increa...;c in new cases for the ITPA program. 

Fiscal Impact 

The program costs cover two new full-time equivalent 'employees (fTEs) to administer 

the funds and one FfE in the child suppon enforcement (CSE) program to monitor the effect of 

the program on child support collections and to act a'> a Hat:;on between the CSE program and the 

new stale work force development agency, 

Th~ total number of panicipants in the program would depend on the federal funds the 

state could draw to the program, 

Although the savings from an education and job training program cannot be estimated at 

this time. providing employment to absent parents would result in additional child support 

collections, which would offset AFDC payments. 

Cost to Child Total Child Support 

Fis<aI Support Retained Administrative Retained Colledions Chang.e 

Year Cotks;:lions Accoum Cosl:i Accouol CoslS i.nf:I&<.i 

1996 13,000,00:1 $250,000 $3,250,000 +3 

1997 S3,(lOO.000 $250.00) $3,250,000 +3 

19'18 $3.000.000 $250.000 $3.250.000 +3 

1999 $3.000,000 1250.000 $3,250.000 +3 

2{)00 1),DOIl,0Il0 !25(),OOO $3.250,000 +3 

Endnotes 

I Interview with Alice Embtcc, 4ePUly dif'X1or of strategic pl:mmng, Child SIJPlX'rt Enfon:-ement Program, Office of Ihc Allomey 
Gener.il. Austin, Texas. SeptcmOO' 11, 1994. 

2tmefview with Jennifer kAns, administrative assistant, Child Support Enfon:emen! Program. Offke ofthe Attorney General. 
Au"lin. Te~as, September 26.1994. 

November 12, 1994 

http:Gener.il


DRAFT 

Implement New Measures to Enforce Child Support Orders 

The Legis1ature should mandate revocation of state licenses for persons who are delinquent 
in child support payments. 

Background 

Requiring child support obligors to comply with court orders ensures that children will 

receive the financial suppon to which they are entitled. In 1993, the Comptroller's Texas 

Performance Review recommended several measures to increase the enforcement of child 

support orders. One recommendation not adopted by the LegisJature was to revoke or deny 

renewal of state licenses-incJuding driver's, professional and occupational licenses-for 

delinquent obligors, 

The Office of the Attorney General (OAG) is responsible for -child support enforcement 

(CSE) programs in Texas. OAG has established court orders for child support in about 99,000 

Aid to Families with Dependent Children (AFDC) cases, Only 24.000 of these cases are 

classified as. paying cases, leaving almost 75.000 cases with obligors that are not paying, 

Statistics for non-AFDC are somewhat better. with about 51 percent of obligated cases paying. 

Remedies available to OAG for enforcement in cases of persistent delinquency include wage 

withholding, liens and interception of lottery winnings and federal tax refunds. These remedies 

are not sufficient and additional child support enforcement tools are needed. 

The U.S. Commission on Interstate Child Support recommended the revocation of 

licenses 10 enforce support in cases of ongoing delinquency.l The Clinton administration's 

welfare refonn plan and other public assistance reform proposals also recommend the revocation 

of driver's licenses. 

Maine's legislature pas."ed the Family Financial Responsibility Act in September 1993, 

denying driver's licenses for delinquent child support obligors. Since then, the stale human 

services department has sent notices to 20,CXJ9 delinquent parents. Of these, about 56 percent 

bave responded with payments totaHng nearly $16.3 million for buck child support.2 
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Implementing the program COSt $76.000 for programming. letter developmenr and postage. To 

date. however. only 32 licenses have been revoked. with nine reinstated after the obligc;r paid 

child support. 

Texas' new automated child support enforcement system. TXCSES, will maintain an 

automated link with the Texas Department of Public Safety (DPS) to locate obligors. In order to 

implement the driver's license revocation proposal, OAG would notify DPS of tile non-payment 

of child support for a particular driver and generate Ittters to be sent to the obligors. DPS, which 

maintains centralized records and iii database of driver's licenses, would take action to revoke 

licenses, The OAG would be responsible for the bulk of fact-finding and payment negotiation to 

dispose of licensing proceedings: and for maintaining the database necessary to identify those not 

up-to-date on child support payments. TXCSES could be expanded to match delinquent obligors 

with their driver's license infomlation. Then, DPS could deny license renewal and revoke 

existing driver's licenses as warranted, 

The StUle Office of Hearings Examiners would be involved in any cases that go to 

. hearings. Similar interfaces could be established with other state agencies for professional and 

occupational licenses. 

Recommendation 

The Legislature should mandate revocation ofstate licenses for delinquent child 

support obligors. 

Not only would past-due Obligors be unable to renew their driver's licenses and state 

professionaJ a.nd occup-.ttionalliccnses., but they could have their licenses revoked after a 

successful match between the stale records. To ensure fairness, this procedure would require a 

due process notice to ccrtaln license holders before revocation, 

Implications 

November 12. 1994 



This initiative would provide a powerful mechanism for cQllecting child support arrears. 

I,t relies on an existing administrative process and would apply a different sanction from that now 

available through oltter child liuppon collection techniques. 

Being caught driving without a valid driver's license normally re:iults in consequences 

that most obligors would find more onerous than routine child support enforcement processes. 

The state could coHeel paymenL~ in arrears from current or former AFDC recipients. which, 

when spent by the child support enforcement program, would increase federal child support 

incentive payments to the litate, 

Fiscallmpac! 

A significant increase in colJections for AFDe cases should occur due to the payment of 

obligations in arrears in the first three years of operation. Ongoing savings w-ould accrue from the 

collection of current child support starting in the third year, 

The estimate of fiscal impact assumes that Texas' experience wili be slightly less 

successful than Maine's, The estimate includes only costs and savings from revoking Or denying 

renewal of driver's licenses, OAG would need to negotiate payment of the COSl", of system 

changes needed by DPS and ongoing costs of DPS operations to suppon this effort. Savings and 

costs of hearings and the revocation and non-renewal of professional and QCCupalionallicenses 

cannot be estimated. 

This proposal should produce a gain 10 the Child Support Retained Collections account or 

$) 8.9 million for the 1996-97 biennium and $60.2 million Qver five years. 

.15<01 
Year 

1996 
1997 
1998 
1999 
2000 

Gain to Child 
Support Retained 
Collections 
Account 

$10,000,000 
10,000,000 
20,700,000 
10,600,000 
10,600,000 

Costs to Child 
Support Retained 
Collections 
Account 

$1,100,000 
200,000 
200,000 
200,000 
200,000 

Net Gain to Child 
Support Relained 
Colleclions 
Account 

$9,100,000 
9,8()(),000 

20,500,000 
10,400,000 
10,400,000 
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Endnotes 

Iu.s. Commission on Interstate Child Suppon. Supporting Our Children: Blueprinlfor Rejonn (Washington, D.C" 1992), p. 

2"Main~Takes Deadbeat Dads Offlhe Street," Stole Legislatures (September 1994). p. 13, and interview with Gerald Lindsey, 
assistant director, Child Suppon Division. Maine Department of Human Services, Austin, Texas, October 26, 1994. 
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Increase Cost Recovery and Fees for Child Support Enforcement 

Texas should develop a schedule or fees for services and include a late payment penalty jn 
child support orders to offset SOIm of the administrative costs of serving the growing 
number of non·wetfare clients. 

Background 

Some states offset COOlS of child support enforcement programs operated under Title IV ~ 

D of the Social Security Act by collecting various fees. penalties and so-called "'cost recovery." 

As of 1990, however. at least one siudy has conduded that states have achieved only limited 

success in defraying program costs through such measures. I There are a number of possible 

explanations for states' reluctance 10 impose these fees. 

Under federal regulations. all such amounts collected would be counted as "program 

income;' meaning that the federal share-at present. ordinarily 66 percent of such amounts-is 

returned to the federal government. In a state whose share is not appropriated to the child support 

enforcement or IV-D agency, tbe child support program may receive no benefit from even the 

state's share. AlsQ. federal distribution regulations give priority to amounts of support owed 

before the costs of services or penalties may be recovered. The effect of this action can delay or 

prevent the ultimate recovery of cos.ts in marginally paying cases. States may experience 

significant additional costs in administering and attempting collection of such costs. 

Fees or cost recovery may be imposed on either the custodial or non-custodial, nonMAid 

to Families with Dependent Children (AFDC) parent. Thus, these charges may deter the non-

AFDC custodial parent's application for IV-D services. This is a desirable result in a state 

seeking to minimize the net financial drain on stale resources attributable to non-AFDC work. 

Most states. including Texas, collect almost no fees or late payment penalties. In Texa.o;, 

the Office of the Attorney General (OAG) does collect attorneys' fees and court costs when 

awarded by the court and when collection amounts permit. 

Although federal regulations require some application fee, Texas charges a nominal fee 
. 

Bof one dollar and pays it for the l.Ipplicant as permitted under the regulations) In addition, Texas 
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has no late payment penalty and has not elected to recover costs from either parent in its state 

plan, A late payment penaJty and the recovery of costs from obligors for the expense of enforcing 

a delinquent obligation, however, can encourage payment of chi1d support. These charges also 

could encourage private sector coUections outside the IVwD program and alleviate the inequity to 

children and custodial parents caused by loss of child support for enforcement expenses. 

Federal regulations pennit cost recovery on non~AFDC cases only.3 The penalty would 

help defray the expense of collection or other enforcement to the custodial parent in private 

cases. and defray the expense to the state in IV-D cases. In addition, a delinquent obligor should 

be liable for both attorneys' fees and charges for other collection efforts undertaken on behalf of 

an obligee that are reasonably necessary to obtain payment of overdue support. In an IV~D case, 

the amount of an obligor's liability would be the amount calculated from Its federally approved 

schedule of costs for the specific case actions taken. As in the case of a late payment penalty, this 

imposition of liability would place the costs of enforcement with the person who necessitated it, 

would further induce private "sector participation in collecting child support other (han at public 

expense through the IV-D program and would result in a greater availabiHty of the ordered 

support for its intended purpos.e. 

Colorado, Florida. Oregon, Utah, Virginia and Washington, D,C., recover costs from 

obligors only. 4 Florida. simHar to Texas in IV-D characteristics, recover<;d about $733,000 in 

costs in fiscal 1992.Virginia recovers about $120.()()Q wIth non-AFDe collections Jess than half 

of Texas'. 5 These two states together recover about 2.5 percent of non-AFDC collections from 

the Obligor. 

RecommendatiortS 

A. 	 The Legislature should enact a late payment penalty and statutory establishment of 

obligors' liability for the costs of collecting delinquent child support payments. 

The Legislature should establish a late payment penalty (30 days delinquent) and modify 

the State Plan election so as to recover the IV-D costs of enforcement from the ooo-custodial 
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parent. The late payment penalty should be 10 percent of the total amount of the delinquent 

support payment (both current and toward any arrearage), in whole or in part. but limited to 6 

percent of overdue support in IV -D cases. A substantial penalty for less than prompt and full 

payment of support would encourage regular and timely fulfillment of child support obligations. 

The Legislature should provide for notice of late penalty within new or modified child 

support orders. For existing orders. notice should be mailed directly to the non-custodial parent.· 

The IV-0 agency would have to pursue cost recovery in non-AFDC cases against obligors. 

B. 	 The Office urthe Attorney General (OAG) should revise the State Plan election to 

recover the IV -D costs of enforcement from the non-custodial parent on non-AFDC 

cases. 

C. 	 The OAG's Child Support Enforcement Division should develop a cost recovery 

plan to recover fees from the non-custodial parent as permitted by federal law. 

Implications 

To develop a cost recovery plan, the OAG must augment its current cost accounting 

measures. All OAG costs must be allocated to a specific case processing activity as necessary to 

facilitate federal approval of the cost recovery plan presented in the State Plan. Automation could 

help compute and record late payment penalties and cost recovery charges. 

Fiscal Impact 

The 10 percent penalty for non-IV-D cases and 6 percent penalty for IV-D cases and cost 

recovery are estimated to cost a net $200,000 in the 1996-97 biennium and gain $3.9 million 

over the five-year period. Costs for developing the cost recovery plan and for automation support 

are included in the first year. Initial cost of implementation in the biennium will allow an 

ongoing system for penalties and·costs to be recovered. 
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Gain to the Child Gain to the Child Net Gain to 
Support Retained Support Retained Costs to the Child Child Support 

Fiscal Collections Account Collections Support Retained Retained 
Year From Lute Payment From Cost Collections for Collections 

Penalties Recovery Implementation Account 

1996 $164,000 $513,000 S2,OOO,OOO ($1,323,000) 
1997 270,600 847,000 0 1,117,600 
1998 298,000 932,000 0 1,230,000 
1999 327,000 1,025,000 0 I,3 5 2,000 
2000 360,000 1,127,000 0 1,487,000 

Endnotes 

Iu.s. ('Jenera} Accounting Oflk¢. Child Suppon f:njorctmelll: Opper/WIlly to fhfm;; federal I1IId Sro(J! Non-AFDC Casls. 
GAOIHRD-92·9t (Washington. D,C., June 1992). p._ 

245 C.ER. §302.33 Ie) (2). 

345 CF.R. §3G2.75 (b). 

4NlItionliL Child Support Enforcemem Al>SQCiation. btU'FSI(#t< NOfiU:1' I1m1 Rt'jtrml Guidf; (city, stolle? • December 1992). p. _, 
5U.s.. Department of Health and Human Se!'¥icc!>, Sevenlttnth Annual Report \0 Congress, (W:ullingl0rt D,C, 1994), p. ___ 
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Expand the Voluntary Paternity Acknowledgment Program 

The Legislature should facilitate full implementation of the federally mandated 
Voluntary Paternity Acknowledgment Program. 

Background 

Many states have pursued innovative, yet simple approaches to maximize data that can be 

captured on the fathers of children born out of wedlock. Small monetary investments in paternity 

establishment have yielded high dividends. These programs are designed to encourage unwed 

fathers to sign affidavits called voluntary paternity acknowledgments (VPAs). Many falbers visit 

their newborns in the hospital and arc more likely to claim paternity at that time rather than months 

or years later when child support claims are filed with the state. In 1993, the Comptroller's Texas 

Performance Review recommended that Texas implement a voluntary paternity establishment 

program. and the Legislature did so. 

Federal law requires that a VPA program be mandatory in all birthing institutions. Although 

the Texa<; Legislature authorized such a program, the law does not mandate participation by 

birthing institutions, most of which are hospitals. For the Texas child support enforcement 

program to continue it.. eligibility for federal IV-D funding, it will be necessary to make birthing 

institution participation mandatory by law. 

Since 1993, the Office of the Attorney General (OAG) and many Texas hospitals have 

cooperated to implement voluntary paternity establishment processes in a majority of birthing 

hospitals. By the end of fiscal 1994, OAG had 255 hospitals in its voluntary paternity program.! 

The number of paternity establishments directly related to this program is not available because 

birth certificates only are not counted. Nonetheless. the "Volunteers in Paternity" program has been 

successful; OAG receives many voluntary paternity acknowledgments from unmarried Texas 

fathers. Under voluntary agreements with hospitals, OAG received about 10,000 VPAs in fiscal 

1994, representing about 18 percent of all out-of-wedlock births. 
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~tm. there is room for improvement in Texas' VPA program, The Stale ofWashington's 

program is considered a model for other stales. Washington obtains VPAs in almost 40 percent of 

all births to unwed mothers by paying bjrth attendants $20 for each signed affidavit to increase 

participation by hospital workers . 

..t\s a difCct benefit to current child support cases, Washjngton found a match rate of VPAs 

to existing child support enforcement cases of about 25 percent. In Texas. OAG data on VPAs 

from fiscal 1994 indicates a similar experience: about 25 percent of the VPAs are matched to 

existing child support enforcement cases,2 Despite this progress, legal impediments still exist to 

maximizing the number of VPAs. 

Texas statutes and court procedures fail to maximize the advantages of VPAs by not relying 

more on default court procedures. Texas law governs actions to establish the parent-chHd 

relationship: suppon obligations are based 011 [he putalive father's written consent to be named as 
. 

the father on the birth certificate or on affidavits voluntarily acknowledging paternity. Washington 

allows a default judgment based on a petition filed naming the child and all the parties entitled to 

notice. Attached to the petition are a certified copy of the birth certificate, an affidavit concerning 

the father's consent to be named as father or an original affidavit of paternity. This creates a 

presumption of paternity and is in itself enough to support what courts require to enter a default 

judgment establishing the parent-child relationship. The court may order current and retroactive 

support if the putative father does not file a verified answer denying paternity in a timely fashion. 

In Washington, the court must order paternity testing if the putative father files a verified 

denial in a timely manner. In Texas. a paternity test is required in 'most .cases, paid by OAG, 

Another approach would be to aUow the court to order the putative father to make testing 

aiT..mgement" thal satisfy (he court and to pay the costs of testing as: may be required by the (;ourt

appointed expert, In cases where paternity testing does not establish the parcnl-chHd relationship, 

OAG would be required to pay the putative father for testing expenses. 

The Texas Family Code could require the court to cnter a default judgment establishing the 

parent-child relationship if the putative father falls to compJy with court~ordered arrangements and 
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payments for paternity testing. The process could also ensure fairness to aU parties by requiring the 

coun to give the putative father adequate notice and opportunity to be heard on the issues of 

paternity establishment and chJld support 

The Legislature cuold revise the statutes to give voluntary acknowledgment the effect of 

preventing costlier and repetitive establishment of paternity In the formal court setting. except 

where serious denials of paternity are asserted. 

Recommendations 

A. 	 The Legislature should enact legislation to facilitate full implementation of 

the federally mandated Voluntary Paternity Acknowledgment Program and 

include an incentive ree up to $20 for each signed amdavit submitted by 

birthing institutions. 

The change in Texa.", law would allow the state to continue to receive federaJ funds for child 

support enforcement. The fee for signed paternity acknowledgments would create an incentive for 

hospital workers to emphasize the voluntary paternity process, 

B . 	 The Legislature should give the courts and the Office of the Attorney 

General (OAG) authority~ llSing a simplified ~'default" judgment system, to 

estabJish a support order in cases in which· the father has signed the 

Voluntary Paternity Acknowledgment affidavit. 

The simplified "default" judgment approach would alJow cases to be worked more quickly, 

with the putative father responsible for complying with court orders. Fairness to aU parties would 

be maintained hy giving the putative father adequate notice and opportunity to be heard on the 

issues of child support and paternity establishment. 

To monitor the program's success, the OAG should maintain automated data to identify 

cases filed ba.~d on birth certificate or paternity affidavits separately from other types of actions to 

establish paternity. 
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) mplications 

Establishing paternity at the time of birth would simplify and speed up later actiort5 

regarding child support enforcement. An incentive fee for hospitals represents only one~fifth or 

Jess of the average cost of establishing paternity in cases where DAG must use the current court 

and paternity testing process.3 

The simplified Court procedures for using VPAs would accelerate Inter actions and reduce 

the complexity of determining child support and paternity. 

Fiscal Impact 

These recommendations would result in a gain lo the Child Support Collection Account of 

$7,3 million for the 19%-97 biennium and $30.7 million over tive years from increased collection 

of child support in Aid to Families with Dependent Children (AFOC) cases and reduced costs for 

the increased paternity established by the VPA. These esttmates include the costs of the existing 

level of paternity acknowledgments as well as expected new acknowledgments above this level. 

Gain to the Child Cost to the Child Net Gain to the Child 

Fiscal 
Support Retained 
CoUectiuns 

Support Retained 
Collections 

Support Retained 
Collections 

Year ACCOllDt Account Account 

1996 0 ( $500,000) ( SSOO,OOO) 
1997 $8,300,000 ( 500,000) 7,800,000 
1998 $8,300,000 ( 500,()(lO) 7,800,000 
1999 $8,J00,OOO ( 500,000) 7,800,000 
2000 $8,300,000 ( 500,000) 7,gOO,000 

Endnotes 

!"Slate Chlld Support Office Under Fire:" Alwin American·Srtflt'Jman (August 30, (994). p. _, 
20mce of tlte Anomey Genef3!, "Volunteers In p;llCrnlty PmjccI-Sobmiuals and Matches," computer repon (fax 

tnti'lsmissioo), Austin, Teus, October 14, 1994. 
30nke ofChiJd Suppm; Enforcement 1993 AnnUlll Report tAuslin, Tc,o;.as), Table 31 
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Increase Use of Private Firms to Assist in Child Support Enforcement 

The Office of the Attorney General should be strongly encouraged to increase the 
use of private firms to increase paying child support enforcement cases. 

Background 

The Office of the Attorney General (OAG) is responsible for child support enforcement in 

Texas. Caseloads in fiscal 1994 indicate that OAG meets only a sma11 percenta'ge of children's 

needs for financial support from their parents. Of about 664,000 cases, only 21 percent in fiscal 

1994 received support payments as a result of actions by OAG.) 

These cases are not easy to work because so many are public assistance ca<;es. Also, the 

ca<;eload is growing rapidly and is expected to reach 1 million by fiscal 1997.2 Texas and other 

states have addressed growing caseloads by exploring alternatives using private finns. 

A r,ecent survey indicates (hat 44 percent of all the states' child support enforcement 

agencies operating under Title IV-D of the federal Social Security Act use the private sector in their 

collection efforts. Further, these states do not limit the amount of collections a contractor may 

realize. Two-thirds of the states report that total contracts with outside vendors exceed $100,000 in 

state expenditures; 13 percent of the states spend more than $1 million. Collection of child support 

is the service most often contracted out. 3 

Georgia and Tennessee have used private collection companies for the paS( four years. 

Mississippi has entered a statewide contract for operation of its child support enforcement 

program, including all paternity establishment and enforcement responsibilities. Arizona, 

Massa~huseus, Nebraska and Virginia have had success with private-sector contracts of this type. 

Also, the Canadian province of British Columbia contracts with a private collection finn to operate 

its entire child support enforcement collection and payment processing services. The results' in 

other states suggest that similar results could be achieved in Texas. 

Some states whose Aid to Families with Dependent Children (AFDC) grant levels are 

similar to those in Texas have used private contractors for collections to achieve a higher rate of 
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collections on their obligated .A.FDC cases. Compared with other southern states like Alabama, 

Georgia. Florida. Arkansas and Tennessee, Texas caUcels on far fewer of its AFDC court-{lroercd 

cases-oniy about 36 percent, compared to the national average of 53 percent TIle southern states 

listed above coU~ct on 5 f percent to 68 percent:~ 

In the past year, Texas has used private firms for some collection components. The results 

of this initiu] privatization effort have been positive. OAO's private contractor collected more than 

$10 million in cruld support payments: of these payments. about $8 million was in AFDC 

recovery, of which the stale's share is estimated at 52.9 million.!! 

OAG will need to review its use of child support enforcement contractors when its new 

computer system is installed in early 1995, allowing cases in the system to be handled more 

automatically, As pan of that analysjs:, OAG should perform cost analysis using the CouncU on 

Competitive Government's fonnat. allowing a standardized comparison of similar activities 

performed by private firms to OAG operations. Several factors, such as case types, age of past-due 

payments, case paying status and obligor locate status, can affect the expense-to~collection rate and 

should be considered in the analysis. If OAG costs are higher than the private contractors' and the 

contractor could collect as much a.~ or more than the OAG, the agency should consider a contractor 

to perfomllhe acllvilies. Also, OAG should evaluate restrictions on staffing and resources to 

determine areas where caseload can be mel by leveraging outside resources. 

Private contractors could handle the portion of OAG's easeload that wouJd be most cost

effective. Cost controls for handling cases, Jike non-AFDC cases. could be used by setting specific 

case criteria for referr..tl and adjusting compensation to reflect the level of effort required for that 

type of case. This eouid allow compensation to be tied to effort required for the collection, better 

reflecting services provided by the contractor and providing an incentive to the vendor to work 

more difficult cases. Current payments of contractors are viewed as reducing resources available to 

fund existing OAG child support enforcement activities. since expenditures are counted a .. part of 

the appropriated expenditure levet for this agency. 
I 
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Recommendation 

The Office of the Attorney General (OAG) should be strongly encouraged 

to expand its use of private contractors for child support enforcement 

through competitive bid contingency fee contracts. 

Implications 

This recommendation would allow OAG to expand its child support operations with no 

additional staffing and increase the percentage of paying cases above current levels. Under the 

contingency fee contract, a flat percentage of collections is made by the contractor. To the extent 

the contractor makes recoveries of AFDC and with a like percentage to that paid by other states and 

under the current contract, the state would realize a net gain to the Child Support Retained 

Collections Account. Appropriations to OAG should be estimated for the payments of contingency 

fee contracts for child support enforcement activities. This would allow OAG resources to continue 

ongoing child support operations and expand private contractor arrangements to maximize the 

collection of child support. 

Fiscal Impact 

Expanded use of private contractors would produce an estimated $3.8 million gain for the 

Child Support Retained Collections Account during the 1996-97 biennium. Over five years, this 

proposal is estimated to result in a gain of $9.5 million to that account. The need for additional 

OAG staffing is nOl anticipated. 

Gain to the Cost to the Net Gain to the 
Child Support Child Support Child Support 

Fiscal Retained Collections Retained Collections Retained Collections 
Year Account Account Account 

1996 $2,000,000 ($100,000) $1,900,000 
1997 2,000,000 ( 100,000) 1,900,000 
1998 2,000,000 ( 100,000) 1,900,000 
1999 2,000,000 ( 100,000) 1,900,000 
2000 2,000,000 ( 100,000) 1,900,000 
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Endnotes 

1Office of Ihe Att.oruey General. memorandum from Alice Embree In Arlene Pace, I\I.!SIin. Texas, September 21, 1994. 
2Memorandum from Alice Embree 10 Arlene Pace. 
3Tom Laramey, Pril'aritl1lion in Ih.. N·D Program; A Nationel OH'wirw (Amilm, Texas: The ChliJ Support Council, 

A\!gU~L J9Q4J. p. _, 
40ffice of Child Support Enlorcement. Sevcnteenlil A:mual Report to Cj)ngres~ (Washington, D.C.: U.S. Government 

Printing Office, 1994). pp. 7), 99, 141 and 142. 
50ffice of the Attorney General, Child Suppml Enforcement Division, "ColleClIon5lDislributinns for PeC Cases for the 

Month of September 1994" (Austin. TeA:ts, October 2. 1994) (Compu!.er f'nnwu\,) 
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Expand Voluntary Employer New Hire Reporting for Child Support Enforcement 

To maintain the information needed to withhold wages from absent parents, Texas should 
expand its voluntary program for employers to report new hires. 

Background 

[n enforcing child support in Texas, automatic wage withholding from a non~custodial 

parent's employer is one of the most effective tools the Office of the Attorney General (OAG) 

has to ensure timely and consistent payment of child support obligations. 

A major impediment to greater success in collecting child support payments is ~A~'s 

inability to maintain accurate, up-ta-date infonnation regarding the non-custodial parent's 

location or employment. Maintaining this infonnation is essential to an effective wage 

withholding system. Unfortunately, many non-custodial parents routinely relocate or change jobs 

withom notifying the child support office. Once a non-custodial parent terminates employment 

and takes another job with a new employer, OAG loses automatic wage withholding unless the 

agency can obtain information aOOm the new employer. 

In 1993, the Legislature enacted Senate Bill 291, creating a voluntary, statewide 

Employer New-Hire Reporting (ENHR) program administered by OAG. I The statute requires 

every participating employer to report new hires and rehires to OAG within 10 work days of the 

date of hire. It requires each participating employer to report any employee who will (I) be 

employed for more than one month, (2) be paid for more than 350 hours during a continuous six

month period or (3) have gross earnings of more than $300 per month. It also sets reporting 

requirements by suggesting disclosure of the employee's name, address, social security number, 

date of birth and salary information, as well as the employer's name, address and employer 

identification number. 

To encourage employer participation-and more importantly. to reduce the cost burden 

on employers-the law establishes a flexible means to transmit the employment information and 

grants discretion to OAG to promulgate procedures to facilitate reporting. 2 

" 
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According to the OAG. 278 Texas employers have participated in the voluntary ENHR 

program. Since September 1, 1993. the effective date ofthe legislation, these employers have 

reported 45,782 individuals as new hires or rehires. Of this number, 1.895 Of 45 percent, resulted 

,in a match with a non~custodial parent on ~AG's child support cas~load.3 

Insufficient data is available to conduct a thorough analysis of the success of the ENHR 

program with respect to meeting the objectives set forth in Against the Grain, the 1993 report of 

the Comptroller's Texas Performance Review. Nor is data readiJy available on the number of 

non~paying cases that ~ere converted [0 paying cases as a result of ENHR. the number of 

ramilies who have left AFDC or non·AFDC Medicaid due 10 ENHR or the AFDC monies 

recouped as a result of child support collections generated from the identified non-custodial 

parentI). From other states' experience with ENHR,. Texas could receive additional chiid support 

enforcement benefits by expanding efforts on its voluntary ENHR. 

Twenty-six states have implemented some version of an ENHR system, For the most 

part. these programs are mandatory In some aspects, Among states that have evaluated results, aU 

claim significant increases in child support collections tor both AFDC and non~AFOC cases. 4 

for example, Massachusetts implemented a mandatory new hire system for all employers 

• •
in March 1993, State child support officials report an additional 5,500 paying wage assignment 

cases, 30 percent more paying cases and 31 percent more in coUecrkms through wage 

withholding, totaling $14.5 million dollars in increased child support coilections annually. 5 

Washington. the first state to institute a mandatory ENHR program, reported an S percent 

match rate with identified new employees. Of the matched cases, 87 percent of the obligors had 

made no support payments during the preceding year, Of the total collected, half was for non~ 

AFDC custodial parents and half went to reimburse AFDC expenditure. ..,{; 

The Clinton administration's welfare reform plan proposes a national new-hire reporting 

system.? Should Congress enact this provision, there would be little reason to duplicate this 

operation at the state level. If Congress fails to pass the new-hire reporting program, however, 

Texas should be positioned to ,strengthen its ENHR system by developung a cost-effective. 
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expanded voluntary reporting program that maximizes child sup~ort collections-pal1icutarly in 

AFDC and non~AFDC Medicaid cases-while minimizing the burden on employers. 

The experience of other ,states has been that some type of mandlllory ENHR program can 

significantly increase child support c-oHections and indirectly reduce state AFDC and Me?icaid 

expenditures, With the installation of OAG's new automated child support computer syslem in 

early 1995. the agency should be capable of designing a new hire reporting system [hat will 

maximize the benefits of voluntary reporting. 

Recommendations 

A. 	 Texns should ••pand ils ••tuntary emptoyer new hire reporting (ENHR) program. 

OAG should be encouraged to work closely with the Texas Employment Commission. 

the ComptroHer of Public Accounts, the Texas Department of Commerce. the Secretary of State 

and employer groups to expand the voluntary ENHR program. These enhancements should 

include sending promotional information on the program to all employers on a regular basis to 

solicit their assistance. The information should report on the program's impact on child support 

and medical child support enforcement in Texas. outlining how many families in Texas received 

additionaJ support It should aiso include information on how much employers saved taxpayers 

in publk assistance payments. Information should include bow employers can join the program 

and awards for business participation. 

OAG sbould develop a media campaign to inform the general public of (his issue and 

infonn businesses how they can help. The media campaign should stress tbe importance of 

securing financial support for all children. 

8. 	 Reporting requirements should be kept to a minimum and simplified so that al1 

employers find the program easy to use~g 

D. 	 Employers should be strongly encouraged to report information about available 

health insurance coverage to effect automatic enrollment of the child in coverage 

under ,",clion 14.061, Texas Family Code. 
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Implications 

Uninterrupted child support collections reduce the likelihood tbat custodial parents end 

up on welfare, In addition, regular and timely child support collections increase the likelihood 

that fonnet AfDC and non~AFDC Medicaid recipients will remain self-sufficient, 

Employers will benefit from keeping their employees current on their child support 

obligations, Parents with child support obligations are more likely to make timely and regular 

payments if arrears do not build up. 

finaJIy, with the development of an automated <::apabiliry to quickly access and process 

employer information when a non-custodial parent changes employers. O~G should realize 

substantia) savings through increased efficiency. 

Fiscal Impact 

The voluntary nature of the program makes an accurate prediction of the fiscal impac,t 

impossible. As the program expands. substantial benefits, perhaps equivalent to those of some 

mandatory programs, would be possibJe over the next five years. 

Endnotes 

1 Scnale Bil1291, Regutar Se;;sion, 7~rd Legi$latllre, 

2St:c. 76.011 el seq., Texas Human Resources Code, 

3"ENHR Program Rcport.~ m·emol'1.lntlum from Trick) Arredondo 10 Thoma" Neal, Office of the Atlomey General,Child Support 


Enforcement Division, Austin. TC};lIs, (Xtobef 10. 1994. 
4"OCSE Informali<ln Exchange; Immediate W·4 Reporting of New Hires,"U.S. Departmcnt or Health and Human Services, 

Adminlsltluion for Children and Families, Office ofChUd Suppon Enforcement (Washington. D.C., 1994), p._ 
S"MassachUJIctls New Hlre}JAutomated Wage Assignmcnt System." Ma:»achusetts Departmem (lr Revenut': icilY? 1994). 
ulnf.1t1i13tion Memorandum OCSE IM·92·0l, June 1992. 
iWork and Responsit>ilily Act of 1994, S, 2224 and HK 4605, 
g"St:ne New Bite Reporting Requirements as of December I. 1993," American Sf>Ciety for P',;yroll Management (city, state?, 

1994), ppA.. j4. 
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Modify the Stepparent Deeming Rule 

The Texa. Department of Human Services should modiry an Aid 10 Famili.. with 
Dependent Children (AFDe) rule requiring a partion of a stepparent's ill<ome to be 
included in eligibility determination and benefit levels so that it disregards that incn:me for 
six months. 

Background 
, 

"Stepparent deeming" ruJes act as disincentives for,mothers to marry. When an AFDC 

recipient marries, a portion of the new spouse's income is included in eligibility detennination 

and benefit levels. Often, this renders the AFDC recipient ineligible for benefits. 

Florida disregards the stepparent's jncome for six months. The program was implemented 

in two counties-one with mandatory participation and the other vo1untary-beginning in March 

1994, Currently, no recipients participate in the program. which required a federal waiver, 

New Jersey has a simiJar program and New York is awaiting approval of a waiver that 

would change how the income of a stepparent is counted in benefit determination. 

Recolllmendation 

The Texas Department of Human Servi... should implement a pilot program that 

would disregard the income of the new spouse for six months. The pilot should use 

voluntary participation in a county with a population of at least 200,000. 

Implications 

AFDC recipients would receive benefits for six months after marriage as an incentive to 

marry and to encourage long-tenn self~sufficiency. This recommendation would require a federal 

waiver. 

Fiscal Impact 
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Costs would increase initially because people would qualify for benefits six months 

longer than under previous rules" Savjngs should occur in other areas, however, because such a 

program would promote marriage and encourage tong-term self-sufficiency_ It is n~t possible to 

estimate the fiscal impacf of !his recommendation. 
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Lengthen the Period of AFDC-Unemployed Parent (AFDC.UP) Benefits 

Texas' Aid to Families with Dependent Children (AFDC) program should encourage 
family preservation by allowing two-parent families to receive A:FDC·UP benefits for 12 
months instead of six:. 

Background 

During the first 25 years of the AFDC program. if the primary breadwinner lost h)s job, 

.he sta.e could no••ssist .he family as long as he lived at home. Tha. changed in 1961 as AFDC 

benefits could go to families with unemployed fathers at home, The Family Support Act of 1988 

mandated that every state provide an AFDe-Up program. To save costs. the Texas Legislature 

limited Texas AFDC-UP benefits to gjx months per recipient. 

The Texas Department of Human Services (DHS) favors extending unemployment 

benefits to 12 months, primarily because it would simplify record keeping, A recipient may not 

receive more than six payments within it 12~month period, but it could mean more than six 

payments within a calendar year depending 6n when the benefit period began. 

In 1993. Texa, recorded 33.530 AFDC·UP recipients and 745.156 APDC-Basic 

recipients. Only a limited number of people qualify for the program because of the "loo-hour 

rule," prohibiting two-parent families from receiving AFDC jf either parent works more than 99 

hours per month. and the "work history test," requiring the principal earner to prove employment 

over it period of time before to applying for benefits. 

Recommendation 

Texas AFDC·UP recipients should be allowed 10 receive benefits for up to 12 months 

instead of six. 

Implications 
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Extending the benefits by six months would encourage the fomlation of two.-parcnt 

families. It would simplify policy and procedures for the AFDe-Up progmffi. which should 

reduce quality control errors. 

Fiscal Impact 

This fiscal estimate. prepared by DHS, assumes the addition of about 3,000 new cases per 

year, 

Total State 
Ei::iCaJ Year Qli! Etderal Eunds _______________________iliillcral Revenue 

1996 $8,896,000 $ 5,413,000 $3,503,000 

1997 8,482,000 5,237,000 3,245,000 

1998 8,990,000 5,551,000 3,440,000 

1999 9,530,000 5,884,000 3,646,000 

2000 10,102,000 6,237,000 3,865,000 
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Remove Marriage Barriers for Low-Income Couples 

The Texas Department of Human Services should eliminate the work history and lo{)"hour 
rule requirements for I()w~jncome married couples. 

Background 

Aid to Families with Dependent Children-Unemployed Parent (AFOC-UJ') regulations 

require that in two~parent households. at least one parent must have been employed at least six of 

the previous 13 quarters. ending within one year before the application for assistance. Federal 

regulations also require that one parent must work fewer than 100 hours per month to qualify for 

AFDC-UP benefits. 

Teenage and young parents frequently cannot meet the work history requirement because 

they arc too young to have established an employment history. Eliminating the work history and 

1OO-hour rule requirements would enable more two-parent families. to qualify for AFDC benefits 

as a supplement to income, allowing more Jow~income two-parent families to work and 

encourdging self-sufficiency, 

This initiative would be similar to Wisconsin's "Parental and Family Responsibility 

Iniiiative." Under Wisconsin's pilot program, it young married couple with no work history may 

work fun~tlme without losing AFDC eligibiHty. Because the work history requirement is waived 

only jf the couple are married. the Wisconsin program has been nicknamed ·'Bridefare."1 The 

pilot program's Objective is to increase employment of AFDC teen parents, spurring them toward 

self-sufficiency by removing marriage disincentives. 

Approximately 26 states. either have waivers approved or are awaiting approval to 

eliminate the work history and I (}(}.houf rule reqUirement. 

Texas Texas Department of Human Services (DH$) received federal permJssion to waive 

the work history and I DO-hour rule, but a lack of funding prevented implementllHon. A new 

waiver would be required to implement the rule changes. 
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Recommendation 

DHS should eliminate the work hl.tory and lOO-hour requirements ror AFDC-UP 

(married couples) and secure necessary funding from tbe Legislature to implement 

the program. 

Implications 

Implementing these incentives to self-sufficiency would promote family formation and 

eliminate the need for public assistance. tf AFDC-UP benefits were more available to young 

couples, perhaps fewer would separalc so·the mother could receive AFDC benefits. The only 

downside to implementing these rule changes would be the additional cost of AFDC-UP 

benefits. This project would require a federal waiver. 

Fiscal Impact 

Initially, this recommendation would raise costs because more people would qualify for 

benefits. Savings should occur, however, as waiving the work history and IOO-llour rules 

promote and preserve family formation, decreasing the need for public assistance. DHS has 

prepared the following estimate. 

Total Stale 
Fiscal Year Cost federal Funds General Revenue 

1996 S2.946.000 $1.849.000 $1,097.000 

1997 3.726.000 2.317.000 1,409.000 

1998 4.067.000 2,529,000 1.538.000 

1999 4,451.000 2.767.000 1,684.000 

2000 4.880,000 3,033,000 1.847.000 

Endnotes 

llntcrview with Sharon Ric-kQrds, progf:un and planning artajY,~L Wiscor.sin Department (If Welfare lniliativcs, Madison. 
Wbcon~m,Octobtr21, 1994. 
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Streamline the System and Reduce Fraud 

Dozens of agencies and programs in Texas are involved in delivering services to public 

assistance clients. (0 reforming these programs, it is only prudent to ask if they can be run more 

efficiently, Dollars saved in operations may he!p finance more effective services for at~risk and 

recipient populations. 

Texas' public assistance system in:volves many complex federal regulations and excessive 

paperwork. StreamJining operations would provide beuer service for recipients and more cost

effective and efficient use of tax dollars, 

This sedion.reproduces recom ....ndations of the Texas Performance Review (TPR) 

desif!l1ed to: 

• 	strengthen the power and policies of the Healtb and Human Services Commission 

to eliminate'duplication and fragmentation of services; 


" streamline the determination of eligibility for public assistance; 


• 	reduce the cost of ser'Vices through the participation of public universities and 

community colleges and by expanding the use of Electronic Benefits Transfer 

(EDT); and 

• 	e%:pedite pa)'ments to child care providers. 

Welfare fraud in Texas is a persistent problem, The Office of the Inspector General in the 

Texas Department of Human Services {DHS) finds il hard to handle all of its fraud investigation 

and prosecutorial duties related to food stamps and Aid to Families with Dependent Children 

(AFDC). New technologies such as EBT and computerized fingerprint imaging will help 

elimmate welfare fraud, 

W. recommend lhat DIlS use automated fingerPrint image matehing technology to 

prevent public assistant:e recipients from receiving duplicate benefits. In addition~ tbis 

9 	 November 12, 1994 



DRAFT 

section presents several options proposed by TPR to reduce fraud and administrative error 

rates. 
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Strengthen Powers and Policies of the Texas Health 
and Human Services Commission 

The Legislature should strengthen Ihe powers and poJicies or tht Texas Health Bnd Human Sen-iets 
Commission to t"liminace duplication and rragmentation in various health and human services 
agencies and to enhance non-state revenues for heaith and human services. 

Background 
In 1991. the Legislature passed House Bill 7 in an attempt to create it less fragmented. more efficient 
health and human services system in Texas. Although based on TPR recommendations in 8reoJ:ing the 
Mold. H,B. 7 did not go as far as the repon's recommendations, 

The Texas Health and Human Services Commission (HHSC) serves as the umbrella agency over the 
state's health and human service providers, which include the Texas Department on Aging. Texas 
Commission on Alcohol and Omg Abuse, Texas Commission for the Blind. Texas. Cancer Council. Tex~ 
Commission for the Deaf and Hearing Impaired, Inleragenc), Council on Early Childhood Intervention. 
Teus Employment Commission. Texas Department of Health, Texas Depanment of Human Services 
(DHS), Te~as Juvenile Probation Commission. Texas Departmem of Mental Health .und Mental 
Retardation, Texas. Rehabilifation Commission and Texas Youth Commission. The Breaking the Mold 
recommendation also would have brought Iwo other entiues under the HHSC umbrelJa: the Interagency 
Council on Early Childhood Intervention and the TeAaS Department of Protective and Regulatory 
Services. 

HHSC's creation was intended to .address the fragmemation and duplication in the administration and 
delivery of health and human services. and to provide a comprehensi\'e system~ approach to services. 
HHSC was to focus on people-not funding streams or existing organizational structures-and to find 
ways to save money Of (0 maximize federal funds to penuit service expansions.! Breaking the Mold 
recommenda'ions provided for the creation of a single governing board wlth the consolidation of [he 
agencies into one; systemwide planning and budgeting~ inlegration of management infonnatlon and 
increased technology: integrated service delivery and administration; co.-Iocatton of field offices: and 
common intake and eligibility processes. 

H.S, '1 set seven goals for HHSC: maximize federal funds through the efficient use of available state and 
local resources; provide prompt. comprehensive, effective services with improved access that eliminated 
architectural. communications. programmatic and transportation barriers: promote (he health of the people 
of Texas; foster the development of responsible. productive and self~sufficlent citizens: pro\'ide needed 
resources to people when tbey cannot care for themselves; protect the physical and emotional safety of the 
people of Texas: and improve f:oordination and deli\'ery of children's services. 2 

In an effon to reduce fragmentation and to make services more accessible to Texans seeking them. H.B" 7 
provided for three one~stop pilots 10 lest common intake and eligibility processes and co-Iocation of field 
offices. The legislation' also contained requirements for coordinated transportation planning and an 
increase in shared computer automation and infonnation. The legislation, however, did not provide all of 
tbe tools HHSC needed to meet these goals. 
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Structure of Heslth snd Humsn SsrvlCfHI 
Before the 1991 Legislature. there were 14 primary and II secondary health and human services agencies 
administering about 300 programs. with no major function provided in less than four agencies. 

Breaking the Mold recommended consolidating the 14 primary agencies into six departments. [0 include 
health. employment and community services. This consolidated agency would have been headed by a 
Board of Health and Human Services to be responsible for policy development and planning. quality 
control. contracting. information management and regional administration and oversight for 
approximately 300 programs. 

However, H.B. 7 maintained all of the existing agencies and added another. the Department of Protective 
and Regulatory Services (PRS). The Health and Human Services Coordinating Council became HHSC.) 
H.B. 7 also created the Legislative Health and Human Services Board composed of the Lieutenant 
Governor. the Speaker of the House of Representatives, the chair of the Senate Health and Human 
Services Committee. the chair of the Senate Finance Committee. four other representatives and four other 
senators. This board was given oversight of the health and human services agencies and HHSC. 
Responsibility for budgeting and planning was assigned to HHSC. 

In 1993. the Legislature continued the expansion by making the Interagency Council of Early Childhood 
Intervention (ECI) into a separate agency known by the same name. One agency, the Texas Youth 
Commission (TYC) was moved out of HHSC's umbrella. and another related agency, the Texas Juvenile 
Probation Commission, remained under the health and human services umbrella. 

Matters were further complicated by the creation of a work force coordinating council called the Texas 
Council on Workforce ·and Economic Competitiveness (TCWEC). The Legislature gave bOlh TCWEC 
and HHSC broad coordination responsibilities. but neither was given the authority necessary to achieve 
their stated goals. TCWEC has responsibility for many of the state's work·reJated programs, such as Job 
Opportunities and Basic Skills (JOBS), which DHS administel'5. 

Bosrds and Commissions 
Breaking the Mold recommended eliminating the existing agency boards and commissions and 
establishing a six·member board over HHSC. This board would appoint the HHSC commissioner. The 
repon also recommended existing agencies be eliminated or consolidated into six depanments. each with 
a nine· member advisory board. The HHSC commissioner would appoint depanmem directors with the 
assistance of the advisory committees. . 

As passed. H.B. 7 left existing agency board and commission structures with all of their powers intact. 
The Governor appoints the HHSC commissioner. with the approval of the Senate. 4 

Texas' health and human serVices agencies continue to operate with primarily separate and uncoordinated 
programs. Each agency focuses on funding streams for their own clients. programs and agency. 
sometimes without considering how individual funding streams might be used jointly to benefit multiple 
agencies or the state as a whole. 

The board's independent authority over individual agency budgets and planning set the stage for conflict 
between HHSC and its umbrella agencies. The Legislature charged HHSC with providing a consolidated 
health and human services plan and budget..5 Individual health and human services agencies. however. 
have no requirement to make their budgets conform to HHSC's consolidated budget. 

HHSC's general powers and duties include the ability to request budget execution for the transfer of funds 
from one agency to another. to develop a consolidated strategic plan and budget. to maximize federal , 
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revenues and to develop a funds management system. This lImhonr}, does not, however, include any 
enforcement power to compel individual agencies (0 act in concert. 

, 

Informstlon MBflBgement 
The development of a management information system illustrates the difficulties faced by HHSC in 
requiring timely action on the part of individual agencies. The Legislature charged HHSC with 
developing a management infonnation system for all health and human services agencies. Together. 
HHSC and Ihe Department of Infonnalion Resources were to create standards for computer systems 10 
enable health and human services agencies to share pertinent data. The integrated data base has been slow 
to develop and is not operati{)na~ after several years of planning. although it is now scheduled to be 
piloted in Spring 1995. Similar delays have hampered efforts to develop an integrated client eligibility 
determination automation system, Each agency's own information system and issues of confidentiality 
have complicated efforts to develop management information systtms. 

Altbough HHSC has made progress in addressing issues of confidentiality. this has been accomplished 
with difficulty, Individual agencies have little incentive to work together. A pilot project for the integrated 
client database network (IDBN) is scheduled 10 begin in Big Spring in February 1995. with full 
implementation afterwards. Completion of the project depends on available funding. HHSC also has 
made progress with other coordinatton efforts. such as working with the Coundl on Competitive 
Government on Ihe consolidation of print shop operations. 

HHSC FunctiOllS 
Currently, HHSC has an obligation to review rules and regulations proposed by the agencies under ils 
direction. HHSC has the authority to send rules back 10 the proposing agency should it decide the rules 
are in conflict with other agencies' rules or state policy. This is rarely done. Should HHSC choose to 
exercise its authority. it has no way to mandate implementation of its recommendations. 

The exceplion is the Medicaid program. a joint federal~state entitlement program that pays for care for 
certain groups of }ow~income persons. 6 HHSC, through its state Medicaid office. exerts considerable 
authority over State agencies' use of this funding source. 

HHSC bas had dlfficuity convincing agencies to cooperate in achieving its goals as stated in H.B. 7. For 
e~ample. the Legislature required HHSC to oversee the development of a coordinated transportation 
system for diems needing to get to services or jobs, HHSC released its first comprehensive report on 
cransportation services in September 1994.' 

Maximizing FedtmJI Fundt# 
Health and human services agencies. including those agencies oot under the direction of HHSC. received 
66.S percent (SJ4.8 billion) of aU federal funds received by Texas during the 1994-95 biennium,' HHSC 
does not control federal funding streams othet than the Medicaid program. , .. 
HHSC and heahh and human services agencies have opportunities to apply for new federal funds and (0 

draw down additional federal funds under existing programs if state funds (0 match federal dollars can be 
secured. Funding streams can be rev(ewed 10 detennine the most favorable arrangement of federal and 
state funds for the state, 

Individual agencies ha'tle attempted to maximize federal funds. However. when cooperation is required 
among agencies to atU"ilCt new or increased resources, the agencies involved have not been as successful. 
Many agencies fear losing general revenue funding tn the appropriations process. The Department of 
PrO(ective and Regulatory Services (DPRS) has Adult Pro(e<:tive Services programs that the Legislature 
has funded from general teVenue and some federal funding. Currently. funding of about $1.5 million in 
general re'tlenue per year for the Adulc Protective Services Program is not being used as a malch for any 
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federal funds. The Adult Protective Services Program is also eligible for funding under the Social 
Security Acl's Title XX. 

If HHSC were given the budget authority to mo... e sources of funding from one agency !O another, HHSC 
could provide the same level of services in both agencies and save general revenue. In this scenario, 
HHSC would mOve D?RS Adult Protective Services under Tille XX where flO general revenue funds are 
required as match and a like amount of DHS child care services would be taken out of Title XX. This 
would free up SL5 minion per year in general revenue funding at PRS and leaves DHS child care services 
10 be funded from other sources. Under a 38 percent match rate. $570.000 of the S!.5 million in general 
revenue funds would be required at DHS to fund chiJd care through Title IV-F JOBS. Title IV«A 
Transitional or Title IV-A At-Risk, This funding arrangement allows a savings of $933,000 in general 
revenue funds per year while maintaining lhe same level of services and funding. 

Because individual agencies continue to have responsibility (or federal funds related to programs operated 
by each agency and maintain control over planning and decision making, HHSCs ability I(l meet i1S 
mandate to maximize federal funds under RB. 7 is limited. 

_ ... 81117 lind HHSC 
HHSC has attempced to meet the goals established in H,R 7. 9 HHSC has initiated a Medicaid admini~ 
strative match process. established a process for co-location of individual agency offices. developed','a 
coordinated transportation plan. piloted one~slop service delivery and developed a coordinated stratt:g:ic 
planning process for health and h.uman services. In addi.tion. HHSC delivered a consolidated health and 
human services budget to Ihe 1993 Legislature and assisted them in detennining funding priorities for 
each of the agencies, H,B, 7, however. did nOI give HHSC the tools needed to accomplish the original 
goals as envisioned in Breakin.g lhe Mold. The recommendations below are designed to strengthen HHSC 
as it was passed in H.B. 7. 

Recommendations 
A. 	 The Legislature should mandate that the Texas Health and Human Services Commission 

(HHSC) develop and implement a plan for an integrated eligibility dderminalion and sendee: 
delivery system for health and human services at the local and regional levels by September 1. 
I9%. 

The legislature should mandate that HHSC design and implement the system with atleasl a 1 percent 
savings in administration and other costs and staff from streamlining and eliminating duplication. The 
savings should be made available for use by HHSC for the development of the integrated delivery 
system as weJl as for other health and human .$entices, The Legislature should require HHSC to repon 
the savings from the plan to local. state and federal governments. In coordination with the CQuncil on 
Competitive Government. HHSC should make and implement recommendations on services Of 

functions that could be provided more cost effectwely outside of slate government by competitive 
bidding or by contracting with. local governments and other appropriate entities. 

B. 	 The Legislature shoutd give HHSC comprehensive budget and planning authnrity, effective 
September 1. 1995, for aU agencies under its umbrella for the purpose 01 establishing the 
integrated service delivery and eligibility determination system. The Legislature should require 
that all agenty budgets and plans be approved by HUSC before submission to the Legislature 
lind before agencies' budgets become effedl'¥e. The Legislature should require lbat HUSC 
approyc any agency modilkalions to tbe budgets and plans. The Legislature should give HHse 
the authority to bring suffklent ruDding and staff from the agencies to RUSC to perform these 
(unctions. 
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The Legislature should move aU funds related 10 automation to HHSC's budget. pennit HHSC tQ pool 
and combine budgets as needed to develop and implement the most efficient plan for co~locadon and 
integrated deli,,·ery. and authorize HHSC «I have the final approval on any decisions relating to 
operations and structures for an integrated health and human services delivery system, 

To ensure an integrated health and buman services delivery system. the Legislature should give 
HHSC broad aUlhority to move money and perSonnel as needed, A plan shoutd be finalized by 
January I, 1996 and implementation of an integrated heahn and human services delivery s)i~Hem 
sht)utd be completed by September 1, 1996. 

A savings of at least I percent of the total administrative budgets should be achieved by eliminating 
the duplication of administrative functions and services.. 1fle choices about how these services may 
best be delivered could vary, HHSC. working with local entities. is best suited 10 make the final 
decision on which agencies and what structure best suits that area, HHSC. as the umbrella agency_ 
could enforce these decisions through the agencies' budgets and strategic plans. 

C. 	 The Legislature should mandate that HHSC dl!Velop and report by October 1, 1996. a plan (or 
rurther consolidatioD and elimination or duplication o( remaining administrative and service 
deUvery runctions~ including a feasibility study of a consoUdated data center fur health and 
human servi«:s agebcles. to present to the 1m Legislature. 

D. 	 The Legislature shouJd establish a 51alt·level working group representing the Governor's 
9ffice. Lieutenant Governor~s oft'ke. Speaker's offict. ComptroUu's omce. and Legislative 
Budget Board to oversee HHSC's development and implementation of the re<'ommendations 
concerning the integrated service delivery fundion. 

ThlS recommendation would give HHSC control of staffing and budgeting for the umbrella agencies 
for the purpose of developing and implementing an integrated service delivery system, HHSC would 
be rrt.andated to move forward quickly wrth implementalion of an integrated service deJivery pJan_ 

E. 	 Tnt Legislature should give RIISC the autbority to move funding: sourct!S among the Malth and 
hum......I... agencies to maximize federal fundi,.. 

F. 	 The Legislature should gin HUSe Ihe authority to approff health and human services 
agencies' federal plans aod modifications (or each funding stream for which an agency is 
designated the single state ogency. The Legislature should require HUSe to tvaluate the 
feasibility of moviug lhe designation at the single slate spocy to .he HHSC for' each of these 
federal funds. 

The authority to receive cenain federal funds remains a. barrier fO the integration of services, 
functions and progra~. This barrier can be removed if authority for these funding sources resides 
within HHSC and nOI at the individual agencies, HHSC sholJld be given authority to move funding 
sources to enhance federal revenues. HHSC should be authonzed to experiment with consolidated 
funding streams to local communities to promote integrated. community based service delivery 
systems. 

Impllcatlona 
Individual agencies may be opposed to transferring budget aUlhority to one entity" Nevenheless. the 
transfer of authority is: necessary {O achieve a truly integrated system. The inherent conflict between the 
statewide and individual agency goals must be resolved to ensure coUaboration, 
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These recommendations constitute a considerable increase in HHSC's responsibilities and duties. 
Therefore. HHSC should be allowed to assign staff as needed from the agencies under their direction to 
enable (hem to complete the t~ks discussed in (his report, 

Flscsllmpact 
TPR's Break.ing the Mold recommendations es{imated a savings of $10.5 million by reorganizing and 
consolidating the 14 agencies inlo six departments under HHSC, 

This repon's recommendations give HHSC certain funcrions from the agencies under ils umbrella. It does 
not in.;lude the rotal agency consoJidation of the Breaking lhe Mold recommendations. The consolidation 
of the selected functions. however. should achieve at least the mandated I percent reduction in 
administrative costs. resulting in $1.9 milliou in general revenue funds that should be available to HHSC 
fot other health and human services. 

Granting HHSC the ability to move funding sources. among agencies would have the immediate benefil of 
saving $933.000 per year in general revenue (or the same services received currently. Other funding 
sources also may be identified as federal programs change. 

Savings 10 federal funds cannot be detennined ~t (his (ime. 

Endnotes 
I TeJ::,uComptrol!erof Public Accounts. Brrokirtg 1M Moid. N~w WO.tf fll Go~tl7l Tt:ms. lune 1991. p. KS27. 
2 Te...as Health and Human Service.' wfT)miuion. "House Bill 7 Report," Aprill:!, 1994. 
J Te... as H.B. 7, nod Leg.. Reg. SC5S. (IWlt. 
4 Teus H.e. 7, 72nd Leg., Reg:. Sess. (1991 J • 

.5 TUM H.e. 7, nod Leg.• Reg. Seu, (199l). 
6 Texas Health and HUMat' Sef"licet Commission. Stale Medicaid OiTl<:e; r~X4I Mti1u::aid 11'1 P~np«iit'" iMay 1994). 

glossary p. 17. 
1 Office ofClient Tnm'po!UUon ~i«,., R~porl to 1M CommuliOMr oJHmfth.md HIIINJIt $avica, Findm!l and 

RIN:'OI'f/J1l~I'IdaI;01U of rhi' OjJiu ofClU'nJ Tf"tltUPOfUZfiol! s,rWc~t. Austin. Texas, Sqnember I. 1994. 
8 I..¢gi$!allve Budget Office. fisuJ Siu Up J994,f}5 BU1I1fWnt; r"MiS $toJ~ St!rvict!l iAustm, Texas. 19(4), pp. 2-7, 
q "House Bill? Report," 
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Increase Local Flexibility in the Delivery of Heallh and Human Services 

The Legislature should authorize the Health and Human Services Commission to waive or 
granl exemptions 10 regulations 10 allow greater local nexibllity in responding 10 
community needs. 

• 

Background 

Many communities raise and spend funds locally to respond to their own health and 

human services needs, local governments may be forced to raise these fund~ because their own 

solutions do not conform to state or federal rules that stipulate specifics such as who can use the 

money and how. Such barriers to local uses of stale and federal funds often lead to separate and 

duplicative efforts, 

When a state develops a new approach to health and human services that requires an 

exemption from a federal statute or rule, the state .can apply for a waiver to implement its new , 

program. Local governments have no similar process for relief from the regulatory requirements 

of the state and federal governments. 

Enhancing Flexibility . 

In some instances. money may not be the issue. A community may wish to provide a 

service or a program and find a Slate rule or regulatIon in the way. For instance. in San Antonio. 

several people with mental retardation were offered evening employment on a commercial 

janitorial crew. The Texas Department of Mental Health and Mental Retardation's rules. 

however. required that active treatment, training or work be conducted only during the day. This 

rule made [hem ineligible for a good employment opportunity, 

In 1991, the Legislature gave the commissioner of education the authority to exempt or 

waive certain rules and regulations if the proposed change had a clear focus. improVed student 

perfonnance and demonstrated community involvement. I This has given school districts 

regulatory relief and aCCe.i$ to innovative programs, while eliminating rules that hampered 

student achievement. 
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Iowa has acted to make its, program funding for families and children more flexible. For 

example, Iowa's funding for child welfare and juvenile justice services once petmitted only 

families in crisis to receive services. Prevention services were not eligible for funding under this 

program, A subsequent pilot project authorized the consolidation of funding for traditional child 

welfare and juvenile justice services into a single locally directed child welfare fund. 

Iowa's strategy allowed comprehensive local planning and funding with support and 

technical assistance from the state level. The planning process required the collaboration of 

county~based social services, the juvenile court system and the county board of supervisors. This 

coalition was broadened to include local providers like the United Way, local hospitals. mental 

health centers and private socia! service agencies. This strategy promoted individualized 

interventions based on client families' short- and long-tenn needs.2 

Community involvement with and ownershIp of programs resulted from Iowa's funding 

strategy. Joint planning avoided duplication; local groups joined their local governments in the 

community planning process. supplying human and financial resources; and innovative treatment 

approaches focused on therapeutk foster care, individualized family services, day treatmenl 

programs:. enhanced day care and neighborhood support services and other services designed to 

reduce out~of~communlty placements, As a result of this local involvement. grants and other 

community funding for these types of services increased. 

Recommendations 

A. 	 The Legislature should authorize the commissioner of the Health and Human 

Services Commission (HHSC) to waive or grant exemptions to regulations of bealth 

and human services agencies under HHSC's umbrena to allow greater flexibility in 

responding to communities' needs. 

The Legislature should allow the commissioner of HHSC to waive rules for up to three 

yean:; at (he request of local governments' petitions, if the petitions have a clear focus, improve 

the health of or service access by a consumer, demonstrate community involvement and have a 
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strong evaluation component. This authorization should be limited to those circumstances where 

the commissioner has detemlined that a waiver or exemption is necessary to improve consumer 

health or to facilitate access to services, HHSC should work with communities to obtain federal 

exemptions and waivers (0 facilitate innovadve and effective health and human services 

progrdms. The Legislature should not allow the commissioner to waive rules that affect 

consumer health. safety or civil rights. The commissjoner should respond to all waiver requests 

within 90 days of submission of a completed appJicatlon. 

B. 	 HHSC sbould pNvkl. t..,hoieal assistance and information w local communities to 

enable them to get the maximum \'slue from their local health and human services 

funds. 

In addition to providing information. HHSC should act as an advocate for needed 

changes in federal rules or laws. In the ~venl a community-designed program requires a federal 

waiver, HHSC should help state hea1th and human services agencies seek waivers from the 

federal government on behalf of communities. 

C. 	 The Legislature should Bulborize creation of a demonstration project 10 allow cities 

and counties to pool social service program moneys-such as Aid to FamUies with 

Dependent Children (AFDC), food stamps and Job Opportunities and Basic SkiDs 

(JOBS)-to fund weir.... programs that address local needs. 

HHSC would be responsible for administering the demonstration project HHSC would 

establisb policy guidelines and specific procedures for communities to submit proposals and 

would work with the Texas Department of Human Services to request waivers of federal ru~es as 

necessary. 

Demonstration projects should be limited to communities with a fiscal agent. Projects 

should be funded on a fiscal year basis for both ongoing and short-term projects. Local 

communities would decide which funds to combine based on HHSC guidelines. Every proposal 
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should contain an evaluation component to enable HHSC and local funding sources to determine 

whether t~e program bas succeeded. 

Corrununities would use, state and feder.al dollars made available through HHSC based on 

historical funding patterns and population. plus additional grant money to tailor social service 

programs to address the unique needs of each area. Proposals submitted for the use of state 

doHaTS should result in no additional co~ts to the state, Local communities would not be allowed 

to pool funds with the Medicaid program. 

Implications 

These recommendations win not provide federal regulatory relief to Jocal communities. 

or pennit them to use a dedicated revenue stream for non-dedicated purpoSes. However. they 

should provide ocal government with the means to impJcment programs which better meet the 

needs of the community. 

Fiscallmpoct 

.HHSC would Incur additional costs in providing technical assistance to local 

communities. Funds needed to provide technical assistance and develop an integrated health and 

human services system should be obtained from health and human services agencie::o under 

HHSC's direction. HHSC should have the ability to reallocate staff from agencies under its 

direction, or to contract for needed staff to meet the demand of local communities. 

. The fiscal impact of these recommendations cannot be estimated because of the discretion 

gi ven to HHSC to adjust staffing to meet local demand for technical assistance. 

HHSC's assistance should produce more innovative and flexible local programs. local 

communlHes should be held accountable for outcomes and any additional costs incurred as a 

result of implementing an innovative approach to a problem. Increased funding flexibility should 

improve local comIllUnities' economies and lax bases, but the impact of this measure on state 

finances cannot be estimated, 

November 12. 1994 
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Endnotes 

I V.T.C.A •• Education Code, Sec. 11.273 , 

2 Iowa Depanmenl of Human Services, JowQ Child W¥ifcmrLJeCUl!:gorizalion ProjU:l.' A Moael ()f Collaboratio/l (Des Moines, 
Iowa. February {6, I994J.p. L 

November 12, 1994 
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Integrate Eligibility Determination Systems for 

Health and Human Services Programs 


The- Legislature should requiu the Health and Human Services Commission to integrate the 
eligibility determinaCion process for healtb and buman services programs. 

Background 
The eligibility determination prO(:ess for health and human services programs is costly and burdensome: it 
will consume some $430.5 million in state and federal funds in fiscal 1995. By comparison. in the same 
year the tOlal grant value for Aid to Families with Dependent Children (AfOC) is projected at just $603 
million. while food stamp benefits wm total $2.5 billion, I 

The eligibility determination process requires caseworkers, employees devoted to error and fraud 
reduction and recovery,' data entry personnel. and supervisory and administrative staff, fn aU, nearly 
13.000 employees in Austin and 380 field offices work in roles related to eligibility dttennination. 

The Texas Department of Human Services (DHS) estimates that its caseload wiU rise to nearly 326,000 
clients per month in fiscal 1997. DHS also anticipates that federal sanctions levied on Texas for high en'Or 
rates in the AFDC and food stamp programs will total $6,7 million In fiscal 1995. $14.6 mHlion in fiscal 
1996 and $20.7 million in fiscal 1997. 2 Inadequate automation contributes to the high incidence of error 
and fraud within these programs and to the increasing frustration of front~1ine workers. 

At present. DHS workers often are required to repeal a series of data enlly sleps for each client, causing 
deJays for both. workers and clients. and mUltiplying opportunities for error and confusion to creep inlo 
the process. Moreover. some aid programs require paperwork and manual data entl"}'. which haerropt and 
further delay the overall process, To many experts. at least part of the answer to improving the syslem's 
efficiency lies in greater integration-that is, the ability to detennine eligibility for a number of state and 
federal aid programs through a single automated proctdwe, 

DHS' automated eligibility system was more efficient and offered more integration than those of most 
other states throughout the 19'80s; however, changes in Medicaid and other programs and increasing 
case loads have strained the system's ability to deliver efficient eligibility determination, Eligibility 
workers must weigh more than 6,()(X) rules for each client without the help of adequate automation 
featuring built·in decisionmaking functions. 

Today. DHS's system will not support all current Medicaid programs. Moreover, the system can review 
clients for only two assistance programs at a time. These problems are exacerbated by DHS' increased 
caseload and the slow turnaround lime on automation changes, J 

CommBTt;lally Available SystelT/$ 
As TPR's Against the Groin noted in 1993, existing computer systems eould address some deficiencies in 
the state's eligibility determination system wbite a long~term solution is developed, Such commereiai 
systems CQuid be used for initial client inlake at DHS, and could be modified to accommodate other parts 
of the detennination process, such as case information changes. . 

Commercial syslems such as these are used by hospitals to detennine eligibility for Medicaid, AFDC. 
food stamps and other state and local programs. Several major Texas hospital systems, including the 
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Harris County Hospital District (HCHD), use a proprietary software system to enter clients into tne 
eligibility dttennlnation process. The software incorporates "rulcs~ba$ed" Ikcisionmaking components 
that relieve its users of responsibility for many judgments regarding the often complex rules determining 
ellgibililY. The system also is fuUy integrated, meaning tbat It can derennines eligibility for mUlriple 
programs simultaneously. 

The complex and labor~intensive nature of DHS' current eligibililY system requires considerably higher 
personnel costs Ihan do more fully automated syslems. Hospitals using the proprietary software generally 
hire clerical staff with high school diplomas. while DHS eligibility workers. who must understand and 
make decisions concemlng literally thousands of rules, are required to be college graduates. Hospital 
workers handie a significantly higher number of cases than DHS workers: with similar duties. Traming 
costs fonow a similar panern: for example. HCHD's training costs average $3.900 per worker for a sjx~ 
week. course, compated to $J8.000 for 12 10 15 weeks of training for each DHS worker. 

Other states use tile private sector for etigibihry screening or case preparation up to the point of eligibility 
certification. Since 1990. Louisiana has contracted with a private finn for Medicaid eligibility studies, 
The firm conducts interviews and collects application data for [he Medicaid, (ood.stamp and AFDC 
programs and sends a packet of material to state agencies for final eligibility determination. The 
Louisiana Medicaid office also hires consultants who sample cases to ensure qualilY control. This 
approach appears to overtome many of the objections to privatizing this function that OHS bas raised in 
the past 

Helfnh lJIJd HutrllJlJ Services Commission's RoIB 
DHS Slated in an Augusl 1994 report to the Comptroller's office that it would test a ponion of a rules· 
based eligibility determination system in fiscal 1995. DHS chose an in~house approach rather than 
obtaining a commerdally available system. OHS estimates a fuJly integrated eligibility system could be 
implemented by fiscal (998, DHS' development of the new system is estimated to cost a total of $6.6 
million over fiscal t 995. 1996 and 1997. 

Many heaJth and human services agencies coold use DHS' eligibility determination system for Medicaid 
reimbursed services such as nursing home care or acute medical services, Ideally, the Health and Human 
Services Commission (HHSC) should spearhead an effon to find the most emden! system available to 
benefit all its agencies, 

HHSC already has implemented three "one·stop" pilots that use an integrated eligibility screening tool. 
HHSC is planning to build on the ORe-SlOP concept by examining automated systems needed to establish 
an integrated eligibility determination system. HHSC could implement the integrated health and human 
services system more quick.ly with clear legislative mandate and authority. 

Recommendatlone 
A. 	 The Legislature should mandate tha4 by September 1. 1996, the Health and Human Services 

Commission (HHSe) must implement an automakd integrated eligibility determination system 
tor use by all health and human services agencies. 

HHSC should consider contracting with private finns to <:ondu<:( client appli<:llion processing for 
programs like Mediuid. AFDC and food stamps. HHSC should examme the operations of other 
Stales to identify programs where such an approach would be: effective. 

B. 	 The Legislature should mand.te that by February 1, 19%, the Health afHI Human Set"ices 
Commission must develop workload standards for eligihility determinatkm and certification 
starr1 including caseloads. training and other fadors, consistent with private sector practkes. 

http:quick.ly
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In addition, HHSC should examine cost-effective methods 10 address error rate and fraud concerns. 
including the use of roore experien«:d caseworkers on a fimited basis in case review, 

Eligibility tecbnician requirements should include a high school diploma or lIs equivalent. not a 
degree or an advanced degree as IS currently required, The use of more qualified and higher~paid 
eligibility workers should be phased out through worker aurition and replaced with lower-level staff 
beginning if) fiscal 1995. The minimum level of replacement should be 20 percent of caseworkers by 
September 1. 1996, and 20 pert:ent each fiscal year thereafter. with all remaining higher-level workers 
phased out by September I. 2OOJ, 

C. 	 The Ltgislaturt should direct the Health and Human Services Commission to develop cosl
eltective UonewStop" approaches to integrated health and human service dell\'ery~ using existing 
state,local and private resources, by September 111997. 

The HHSC should delermine the feasibility of one-stop or service-center approaches at hospitals, 
schools, mental health and mcnlal retardation centers. health dinics. comrnerciallocations in malts 
and other appropriatt': locations. Effective September I. 1995. the Legislature should give HHSC 
authority to determine the location of all health aoo human services agenc), offices as leases expire. 
and to conrrol state-owned buIlding occupanc>, by health and human services agencies. The 
Legislature shouid mandate that all health and human services agencies cooperate and repon to 
HHSC on the development of the integrated health and human services delivery system. ' 

Implications 
HHSC should be authorized to impl.ement an automated integrated eligibility detenninalion system for all 
health and human services agencies. It should have dear legislative mandates to implemenl such a syslem 
by September I, 1996. 

HHSC should determine the best approach to meet the deadline, Planning and development of the new 
sys.tem could employ competitive bidding and outside expertise where appropriate. 

Flseallmpact 
The fiscaJ impact of these recommendations CQuld be substantial over the long tum. Expected results 
indude increased worker productivity. fewer supervisory staff. 10wer training COStS, fewer paper and 
manual operations, fewer errors and. poten~iaUy. a lower incidence of fraud. Although the cost in the first 
year of the biennium would be $1.4 million. net savings for the biennium would be $5,6 million in 
general revenue. Five-year savings would be .$36.6 million in general revenue, with similar savings in 
federal funds. After the integrated eligibility system is fully implemented in fiscal 2001. a savings of 
$2~.7 million per year in stat~ and federal revenue should result 

The fiscal cSlima.e assu'mes that implementation of the policy would begin in fiscal 1997, with 
caseworker positions replaced by technicians at a tare of 20 percent per year_This would be handled 
primarily through the high attrition rates historically experienced among DHS caseworkers. Although 
productivity per worker would be expected to increase 25 percent with the new software. TPR 
conservatively estimates a 10 ~t staffing reduction in the first year of implementation, 

Gaining Ground-231 
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To achieve certifiable savings. appropriations to DHS would have to be reduced accordingly. 

SovIngstolbo Cotl to Il1o Nel SlvlnlllilCotlllO 

Fiscal General Rev8nue General Revenue Glural Revenul Cllaop

V.., fund Fund Fund In FIE$ 


1996 0 (SI.387.000) ($ 1.387.(00) 0 
1997 $ 8.337.000 (I.3a7.(00) 6.950.000 ·647 
1998 9.345.000 0 9.345.000 ·1.295 
1999 10.352.000 0 10.352.000 -1.295 
2000 11.359.000 0 11.359.000 -1,295 

Endnotes 
! Texas Dq!artmenl of Human Serv~ FY [99$ O~raling PlmrantJ FY J996-J997 Appropri.alion.s R~qutsl jAuslin, Texu, 

July 21,1994). pp . .53·54. 
z FY 1995 Oper(1lillg Plan and FY [996· [997 "pproprl~tit)IU Rtquut. pp,53-Sot. 
3 Interview with field office mfr, TexM- Department of Human Services, Auuln. TeK&$, August 18. 1994. 
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Streamline Eligibility Determinations for Local and State 

Health Care Providers 


The Legislature should. "q~jre health care providers to streamline eUgibility determination for Aid 
to Families with Dependent Children, rood stamps~ Medicaid and other services. 

Background 
HospitalS want to qualify aU eligible patients for Medicaid in order to reduce uncompensated patient care, 
The most common hospital expenses paid for by Medicaid are births or shan-term emergency' care for 
young children and their mothers. In both instances. once mothers- give birth or the emergency service is 
delivered, there is little incentive for the patienllo rerum to Ihe hospital with documentation for Medicaid 
certification. If such patients do not become eliglble for Medicaid. the hospital pays the entire cost of tbe 
service. 

To ensure that Medicaid claims are pursued for the greatest number of eligible patients. oospitals and 
other health vendors in Texas are undertaking Medicaid eligibility functions without cost to the state. For 
example. the Harris County Hospital District (HCHD) contracts WIth a software company to determine 
eligibility using proprietary software to do the eligibililY sludy for Medicaid and Telas Department of 
Human Services (DHS) welfare programs, including Aid to Families with Dependent Children (AFOC) 
and food stamps, 

Current DHS agreements for vendors to provide eligibility functions are cumbersome. duplicative. costly 
10 state and loca! governments. and do m)( diminish the DHS workload. They result in tbe data being' 
entered three times. 

For example, an HCHD worker interviews an applicant using the automated system and detennines the 
applicant's program eligibility and the amount of benefits, The worker prints the infonnation and refers 
the applicant to a DHS clerk. who schedules an appointment witb the DHS {;a5ew-orker. When the 
caseworker sees (he client, there is another interview. and aU the information is re-eniered by hand onto 
an application fonn. whicb is filen entered into {he DHS SAVERR system. bypassing Harris County's 
aUlOmated file that bas already been created, I 

HCHD pays {he cost of HeHD workers who rake Medicaid applications and Qbtain required evidence of 
eligibility. The hospital district pays 50 percent of the (':OS( of DHS workers located in hospital facilities, 

In addition to HeHD. the University of Texas Medical Braoch at Galveston and other hospitals use the 
same automation system and also pay for DHS workers, 

Single State Agency UmltB to Outl/ourclng Eligibility 
Federal "single state agency" requirements restrict the delegation of administrative discre1ion 10 the 
designated si.ngle state agency for Social Security Act, Title XIX, Whlch. in Texas, is DHS, Although it 
appears that single state agency restrictioflS prohibit contracting out the actual certificalion of eligibility, 
they do not expHcit1y prohibit DHS from contracting out other aspects of the eligibility determinacion 
process, Under contracr wilh OHS. other state or local agencies or private vendors could perfonn aU 
eligibility activities short of the actual certification of eligibility. 2 . 
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If acceptable performance standards were developed, contracting for all aspects of the determination 
process other than actual cen.ification of entitlement would promote efficiency. eliminate duplication. and 
save state and health care provider dollars. Provider determinations should be held to the accuracy 
standards set by contract. The federal Oepanment of Health and Human Services has established 
"tolerance levels" for state paymem errors in public assistance programs. Payment errors above the 
tolerance level can result in disallowances of federal financial participation. 

Automated System Capability for Processing Public Assistance Determinations 
The system used in Harris County has greater capability as an intake module than the automated Generic 
Work Sheet used by OHS eligibility workers. It is not the long-term solution to DHS automated system 
needs because it uses the same system architecture that OHS uses-an architecture that is scheduled for 
replacement in six years. The federal Administration for Children and Families. Health Care Financing 
Administration and Food and Nutrition Service have approved DHS' Advanced Planning Document for 
development of a new. state-of-the-art system to replace the current OHS system. 

In coordination with the Texas Health and Human Services Commission's (HHSC) development of a 
one-stop service delivery model. DHS has developed a new eligibility screening tool. TESS. which 
screens possible eligibility for a number of programs across state agencies. and refers clients to those 
programs. TESS is currently in 125 Texas Department of Health and DHS offices. HHSC plans to start 
pilots in the spring of 1995 to test the concept of integrated eligibility. 

Recommendations 
A. 	 The Texas Health and Human Services Commission (HHSC) should expand its integrated 

eligibility pilots to include streamlining eligibility determination at two addiCional sites, Harris 
County Hospital District (HCHD) and University of Texas Medical Branch (UTMB) at 
Galveston. 

Comracts with these sites would specify performance-based measures to ensure error rates are kept 
within acceptable limits. The hospitals should be allowed to simplify processes as much as is feasible 
and to use TESS and proprietary software in the pilots. Further refinements are encouraged. For a 
short-tenn solution. the Texas Department of Human Services (DHS) should develop the ability to 
accept automated file infonnation directly and establish standards for other automated systems. 
Procedures developed for this process should include methods to ensure confidentiality of records and 
the security of DHS data. 

B. 	 HHSC should identify ways to enable starr in state agencies other than DUS and contractors to 
provide more efficient eligibility studies, determinations and certifications. 

Such proposals will need to deal with issues of error rate. state liability and potential expansions of 
client populations. 

Implications 
This proposal does not remove the cen.ification responsibility from DHS. The savings below assume thai 
additional auditing and error-rate monitoring will occur to ensure that error rates are kept within 
acceptable limits. This proposal is intended to expand the development of one-stop service centers, 
determining eligibility (or multiple services at locations of greatest convenience. 

In the case of VTMS at Galveston. expediting the application process is imperative. Uncompensated care 
for additional patients who do not qualify for Medicaid will be paid for with state dollars. rather than with 
federal dollars matched at a greater than 60 percent rate. 

Z34-Gaining Ground 
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Ascallmpact 
The hospital and DHS staff time required 10 complete an eligibility determination in (he proposed system 
is aoout 60 percent Jess than in {he current system. The savings would be somewhat reduced by the 
additional evaluation and auditing to ensure that error rates are maintained within acceptable limits, 

Based on the streamlining option described above. the foliowing savings are esrimated for {he HCHD and 
VTMB at Galveston. For HCHD, the local dollar sav11'lgs arise from reducing the number of DHS 
workers for which HCHD pays the matching rate. The reduction in workers may be absorbed into DHS 
positions due to Ihe high turnover and vacancy rates in the Houston area. The state savings come from the 
elimination of clerical positions for which the slate pays general revenue marching funds: these 
employees are located in the HCHD offices and perfonn data entry (Of the manually completed DHS 
forms. The federal savings corne from the elimination of federal payments fQr both types of posilions. 

For UTMB at Galveston. the savings due to eliminating out-stationed worker positions are savings to 
state general revenue since the matching funds ate paid by the state rather than by the 1000al government. 

Over the five~year period, Harris County Hospital District and local taKpayers could save almost $1 
million. the state could save SI.2 million. and the federal government could save S2.1 million. To achieve· 
savings of $466.000 for the 1996-97 biennium. appropriations must be reduced by $155.000 for DHS and 
by $311.<lOO for UTMB. . 

FIscal 
Year 

Galnl(loss, 10 
local FundS 

Savil\ll.t. the 
Genlral Revenal Fund 

Chanoe 
In FTEI 

. 
1996 $196,000 $233.000 41 
1997 196,000 233,000 41 
1998 196,000 233.000 41 
1999 196,000 233.000 41 
2000 196,000 233.000 41 

Endnotea 
On ~t¢ visit. Harris County Hospital District, August 25, 1994; Mlbsequent phone mtervieWl with Jack Biggerstaff. Jim 
McCormick and Jeri Crowder, MeHD. August through October IlI94, 

2 Comp!'roUer of Public A"ounts. "Outsoorting of·Medicaid fllgimhty OetenmlWl(U1$," MAX1MUS, October 13, 1994. 
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Expand the Use of Electronic Benefits Transfer Technology 

The Texas Department of Human Serviees should add government benefit programs to Texas' 
electronic benefils transrer system to better serve client$ and redll«' administrative costs. 

Background 
Electronic benefits transfer (EST) delivers publl(>assistance benefits via plastic magnetic-stripe cards, 
usually through automated-telier machines and point-of·saJe (POS) termtnal~. National EBT planning is 
directed by the Fedtral EBT Task Forct. which comprises representatives from the U.s. Office of 
Management and Budget. Department of Health and Human Services. Department of Agriculture and 
Departmenl of the Treasury, The U.S. T~asury manages EBT's federal financial functions. Texas has 
begun using EST to transfer payments for its food stamp and Aid to Families with Dependent Children 
(AFDC) programs. 

EST has many advantages. It improves service by disllibuting benefits fastc:r and more efficiently than 
paper·based systems; saves the coses of printing and mailing of cheCKS, coupons and vouchers: eliminateS 
investigations for thousands of lost and stolen check daims; reduces employee time and the use of paper 
products; creates an electronic audit trail for every transaction. making it easier to detect and prosecute 
fraud: helps reduce illegal check. coupon. and voucher trading; and results in lower check cashing fees for 
the C"lients. 

In May 1994, the Federal EST Task Force outlined programs Ihat could use EST technology to improve 
CUSlomer services, These programs we~ classified according 10 their readiness for addition to a federal 
integrated EBT system. Tier' consists of large programs with demonstrated success that can proceed 
rapidly in the first phase of development~ programs in Tier J include food stamps, AFDC. federally 
administered Supplemental Security Income and Railroad Retiremem (RR). Tier 2 programs have similar 
requirements as Tier I and provide cash benefits: tier 2 programs consist of federal and military pensions. 
veterans benefits and energy assistance. Tier 3 programs include Women. Infanls and Children (WIC). 
Medicaid. Medicare, stUdent loans, housing assistance and unemployment. The complex administrative, 
benefit delivery, policy and technical reqUirements of Tier 3 programs make their rapid implementation 
more challenging, 

EST In other S_ 
EBT is a relatively new concept and 5t$1ted with small projects. Most states with EBT programs are using 
demonstration projecrs that c~ver only part of the stale or are still in the planning stages. AFDC and rood 
stamp programs are the m~t common benefits being converted to EBT. 

Nineteen stales have submatted preliminary advanced planning documents for EBT implementation to the 
federal Food and Nutrition Service and tbe Administration for Children and Families. Eight other stales 
are studying EBT. Six. states (Iowa. Minnesota. New Jersey. New Mexico, Ohio and Pennsylvania) are 
operating small demonstration systems. Minnesota's programs include refugee assistance and stare 
general assistance benefits, Ohio deljverS food~stamp benefits to about 12.000 households, and has issued 
a request for proposals for statewide expansion. Pennsytvania began EST in !984 and created the nation's 
first (ood stamp EST project. Pennsylvania uses POS terminals to deliver food stamp benefits and intends 
to add AFDC benefits. 
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Wyoming and South Carolina have awarded EST contracts and are implementing demonstration projects. 
The Wyoming EST project began in 1991 with the WIC program. Universal pricing codes speed up WIC 
transactions and ensure that only products eligible for reimbursement are purchased. 

Maryland is the only state with an EST system operating statewide. The system. which started in 1989. 
now delivers about $55 million monthly in food stamp, AFDC, child support and general assistance 
through a single-card system to more than 200.000 recipients. J A recent evaluation of Maryland's EST 
e~pansion showed that it generates cost savings and improves service to benefit recipients. 2 

EBTIn TexBs 
Te~as will soon have the nation's largest EST program. The program currently delivers food stamp and 
AFDC benefits in Chambers and portions of Harris counties. The food stamp caseload of Harris County 
(158.322) is 17 percent of the statewide food stampcaseload (931,307). while the AFDC caseload is more 
than 19 percent (50,546) of the statewide total (261,424). Chambers County has smaller caseloads (564 
and 145 for food stamps and AFDC. respectively) that will test the system for ruraJ service delivery.) The 
Texas program will be operating statewide by November 1995. 

In addition to Ihe EST program, Houston and Dallas are sites for a federal EST demonstration project 
supplying selected benefits 10 about 8,700 clients. 4 

Texas EST Expansions 
While most child support collected for families on AFDC goes to the federal and state governments to 
offset AFDC payments, an AFDC recipient may collect the first $50 of the monthly child'support 
payment if it is not more than the AFDC check. This $50 "disregard" could be added to EST in the 
furure. 

Although Medicaid is considered a Tier 3 program. the economic significance, importance and size of the 
Te~as Medicaid program suggest it should be considered for expansion into EST. The state share of 
Medicaid spending is projected 10 grow to about 17 percent ofTe~as' budget in 1995.5 

The Medicaid vendor drug and drug rebate programs could also be added to EST. Almost 19 million 
Medicaid prescriptions, costing almost $445 million. were filled' in Te~as through the vendor drug 
program in fiscal 1993. 6 An August 1994 report by the Office of the State Auditor estimated losses of 
revenues from uncollected. disputed rebates and lost interest at $3.5 million each year. 

Adding benefit programs that are already linked administratively should save EST implementation costs. 
The Department of Human Services currently detennines eligibility for AFDC, food stamp and Medicaid 
programs. 

In 1993. the cash value of monthly benefits and services for a typical AFDC family was $717; $241 for 
Medicaid. $292 for food sta'mps and $184 for AFDC. 7 

The unemployment insurance program at the Te~as Employment Commission (TEC) could be added to 
Texas EBT. An estimated 50 percent to 70 percent of unemployment insurance recipients do not have 
bank accounts for direct deposit and would be good EBT candidates. TEC paid more than $1 billion to 
more than 500,000 claimants in tisca! 1993. 8 

294~aining Ground 
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Recommendation 
The Health and Human Stnices Commission should set a target date for adding new electronic 
benents transrer (EDT) programs stat._. 

TO' detennine the beSI way to hand!e this, a state interagency task force on EBT should be created to 
identify and address problems. The task force s.hould be chaired by the ComptroUer and composed of 
state agenfY representatives from the Health and Human Services Commission. Texas Department of 
Human Services. Telt8S Employment Commission. Office of the Altomey General. Texas Rehabilitation 
Commission and the Texas Department of Health~ IWO retailer represeOlalives who maintain EBT point~ 
O'f-saJe equipment; twO' representatives of banks O'r owners of aUlomalic tellcr machInes (ATM's): and (wo 
consumer or client advocacy representatives. The task force would serve as the state counterpan: to the 
Federal EBT Task Force, 

The programs to be added should be determined by Ihe lask force based on merit. Among the factors that 
should he used for delennining merit would be savings 10 the Slate. ease of add'1ion to existing 
infrastructure and number of clients served. 

The interagency task force should pursue stale/federal partnerships that facilitate the development of EBT 
expansion programs. The task force shoold track and distribute federal legislation. as well as other states' 
EBT-related mformation, 

The interagency task force would ensure effidency and planning coordination. as well as encourage 
cooperation and expansion. 

Implications 
Adding programs to cAis1Jng EST systems should improve accuracy and efnclency.lower administrahve 
costs. reduce fraud and abuse and improve services to clients. The current EST contract locks in 
administrative costs for seven years, 

Fiscolimpsci 
The fiscal impact of various EBT eltpansions cannot be determined without knowing the e-.tem of 
financial parti-cipation by ·state and federal governments. as well as stakeholders. 

The COsts of ex.panding EBT should be minimal because these are addilions to the existing infrastructure. 
Savings can increase by combining many benefits on one card and locking in administrative costs over 
the life of the contract with the vendor operating EBT. 

Creation of an interagency task fOfCt' for EBT would have no fiscal impact to the state. 

Endnotes 
Depan:rrn:1l1 oflf1< Tn:awry. Financial Management Service, EBTSfatils Report (Washington D.C.• Aususl 1992), p. 19; and 

Federal EST Tcl FOftll:. C,~atihg Q B~Mfo Ddivcry S,uum that Worts; An impleltlVltatu}lt Plan for Nar.if:mwidt £8T 

(WashinBlOO D.C.• May 1994). ApptfIdIX B, p. 8-4. 

United Slates Oepattment of Agricu!wn: Food and Nutrition $erv«:e Off'1«: of AnalySiS and E'lalij$tlon. EvaUoaliOlf. cftM 

£xpanJed EST Dtll'WUtrmictt in .1ttaryltMui, by Am ASKlCi~ Inc. (Cambridgll: M3$W'lrumlS, May 1994}, p. 13. 

(Consultanl's n:port.; 


:) 	 Te.\lI$ Depanmem of Human SierIok:cs, JmpiementaliOfl MlIQM~ Planning Docwrwtf. E:J«lrtmk Bnujil Tra1Uf~r {Austln, 
Tnas, Novtmber 1992 •• Appendi ... A. 

2 
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Endnollls (continued) 
4 Federal EBTTa!k Force, Crtolillg a lkMfir DI!lil'tt'y SySIMf lhal Works, Appcndil B, p, B.2. 
~ Texas Comptmllero{ Public Accounts. Forc~lQfCharrgt. Vol. II. Pan I (Austin. Texas., No~ember 1993), p. 280. 
6 	 Interview with Edli Colberg, Teus Medicaid Orliee. Austin, Tuas. June 1994. 

1 	 The University <If Teus at Austin. LB} S!:hOol of Public Affairs, Center for the Study of Human Resources. Wtlfql't ill TUM.' 
Stkcltd FiruJifl8.f ami Intplicl1limu, (Austin, Texas, July 1994), p. 1. 

8 	 InI(:("view with Jean Mitchell, unemploymef'l! iluurarlCe pragramdire:l-Or. Te~as Emplo}'mtrtt Cmnmission, Austin. TeltllS, 
Sql~mbcr 12. 1994. 
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Expedite Payments for 
Child Care 

The TexM Oepartment of Human Services should expedite the payme:nl process for vendors in the 
Texas Child Care Management System. 

Background 
The lack of affordable child care is a major obstacle 10 self.sufftciency for welfare recipients and keeps 
working poor families on the brink of unemployment Texas and other sCales subsidize child care for low
income families with a combination of federal, state, local and private funds. These funds come IQ the 
state's child care system through several different programs. each with its own Strict eligibility guidelines. 
For instarn:e, some programs are for families receiving welfare payments. others are for families who 
have j~st lefl the welfare roUs. and still others are for foster chUdren. 

Since March 1991. the Texas Department of Human Services (PHS) has administered most of the state's 
l{lw~ineome child care programs through the Child Care Management System (CCMS), CCMS offen a 
central data system that integrates funding for aU the chiki care programs DHS manages. The system 
automatically shifts families from one fundIng sfream to another according to their eligibility, so IM,[ 

famIlies can receive: unintemJpted child care as their circumstances change, 

CCMS uses 20 regional contractors, These: contractors manage all the child care paid through CCMS in 
the state's 27 CeMS service delivery areas, DHS selects contractors through a compethive process 
repeated every three years; the current (hree~'yearcycle began November L 1994. CeMS contractors act 
as Ila.sons between families and child care providers, They detennine eligibllilY for assistance and help 
eligible families locate child care. 

CCMS contractors recruit child care vendors to participate tn the system. Any licensed or registered child 
care provider can be a CCMS vendor if they carry at least $300,000 worth of liability insurance and sign a 
vendor agreement. ' CCMS contractors also handle vendor payments for all CCMS-paid ClIfe. CCMS pays 
chUd care provlders after the fact. unlike private clients who must pay up front. 

To receive payment. a vendor must maintain daily paper attendance logs as proof that eligible children 
have received care, DHS provides the attendance logs to vendors preprinted with each child's name. The 
vendor mails completed logs to the CCMS contractor. where the attendance data are keyed inlo a 
computer that transmits ihem directly to the DHS main computer, The computer verifies. that the vendor 
can be paid for each child' on the list and calculates the reimbursement amount DHS forwards the 
payment information to th'e Comptroller's office. which deposits the vendor's payment in the contractor's 
account electronically. 2 

According to Ihe DHS "Child Care Management Services Fact Sheet." contractors pay vendors for child 
care and are then reimbursed by DHS.): This statement is somewhat misleading-in fact. contraclors do 
not pay vendors until OHS has given them the funds to do so. Upon receipt of the vendor's auendance 
Jog. the CCMS contractor prepares a check for the vendor, 'The contractor does not reJease the check 10 
the vendor untillbe electronic deposit comes from the Comptroller's offKe. TYPlcaUy. 14 to 21 days 
elapse from the close or the billing period until the vendor receives payment ... 

Gaining Ground-3.'ll 
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CCMS provides an efficient mechanism for managing an array of federal child care funds. but the system 
is too slow in paying child care providers. DHS believes that payments could be expedited if CCMS were 
pennilted 10 "front" CCMS contractors more of their funding. but the problem could be solved more 
simply through available technology. 

Recommendations 
A. 	 The Texas Department of Human Services (DHS) should expedite payment of vendors in the 

Texas Child Care Management Sysfem (CCMS) by processing all attendance data centrally 
using scannable attendance logs. 

Scannable forms are used for such things as standardized tests and voting. An electronic scanner 
reads the fonn and relays the infonnation to a computer. Based on the scanned information. the com
puter can. for example, process a payment or generate a report. . 

Several agencies use scannable forms for data they collect on paper. The Texas Employment 
Commission collects unemployment insurance data on scannable forms, while the Comptroller's 
office uses scannable forms for collecting tax data. The Department of Insurance also uses the fonns. 

DHS has several options for processing scanned forms. The agency could use one of its exisli~g 
scanners, contract with another agency for an appropriate scanner or contract with a private firm. 
DHS should explore all these options. choosing the one that results in the'lowest cost and the shortest 
turnaround time on vendor payments. 

B. 	 DUS should encourage vendors to opt for electronic funds transfer (EFT) directly from the 
Treasury, rather than waiting for checks from CCMS contractors. 

EFTs made directly to vendors would further reduce payment time and contractors' administrative 
responsibilities. 

Implications 
Convening to scannable forms would not reduce the amount of information available to CCMS 
contractors. These contractors are already connected on-line with DHS. and would have immediate access 
to attendance infonnation as it was scanned at the central office. 

CCMS would need few modifications to accommodate scannable attendance logs. DHS already mails 
preprinted logs to each participating vendor. and each vendor already mails the logs back. DHS would 
simply modify the current fonn to be scannable, and the logs would come to DHS rather than the CCMS 
contractors. . 

Expediting payments to child care providers would increase the availability of care for low-income 
families, helping more families to become self-sufficient. 

Fiscal Impact 
The fiscal impact of this recommendation cannot be determined. The major unknown factors are the 
feasibility of using DHS's existing scanners and the current cost of data entry by CCMS vendors. CCMS 
processes 4,500 to 9,000 attendance logs per month, depending on how many vendors opt for bimonthly 
billing. 

XJ2-Gaining Ground 
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Data collected on scannable forms contains fewer errors than key-entered data, Scanning saves time over 
key entry. Lower el'Tor rates and reduced proCessing rime lower cosU, The Comptroller's office es[imates 
that the cost of capturing daia on scannable forms is 65 percent of the cost of collecting data thai must be 
key...entered, attl'!ough there are startup cos." including programming and form development. 

Endnot .... 
Tel~ Department of Htlmat\ Services. I99J CCMS COIIlraclOr ManuoJ (Auslin. Te'a\, November I, 19(3). pp. 2·11·2·12. 

~ Interview with Ch3l!olte Brantle)'_ direcfot. CCMS. TCJ{ti Ot'panment uI Human Services. August J J. 1994, 
J Teus Dcp;trtmeft! of Human Servkes, "Cbild Care Management SCrv1ces Fact 5h<!et," February IWI. fHandOOI.) 

ImC:l'yiew with Charlotte Brantley, 
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Reduce Public Assistance Fraud In Texas 

The Texas Department of Human Services should explore all means of d~te<:ting and reducing 
public assistance fraud and inVtitigalt all fraud referrals that aft potentially productive. 

Background 

The Office of the inspector General (OIG) at the Texas Department of Human Services (DHS) 

investigates suspected fraud by appHcants or recipients in tbe Aid to Families whh Dependent Children 

{AFDC). food stamp and Medicaid programs. 


DHS established the fraud prevention investigation program [0 assist caseworkers in determining dient 
eligibility for AFDC, food stamps or Medicaid. Referra1s made by caseworkers are based upon pre· 
e~tahlished cMieria following attempts to verify and document unresolved eligibility factors. 

Because an application for publlc assistance must be processed within a specified time period. OIG allows 
five days for the completion of each fraud investigation for AFDC and the food stamp program. although 
it has a variable timeframe (or the investigalion of Medicaid fraud. Depending upon the res\ills- of an 
investigation. the appropriate action (approval. approval with reduced benefits or denial) concerning 
benefits is the responsibility of the caseworker. 

A post-fraud investigation program examines suspected fraud by recipients of AFOC. food s.tamps or 
Medicaid. Referrals may come from members of the public. but most come directly from DHS 
caseworkers, The crileria used by 010 for accepting a post-fraud referral include threshold amountS-lhe 
estimated over-issuance musl be at least $l,500-and the OIG workload. 

If an ala investigator discovers fraud in an amount above the threshold for felony prosecution. OIG 
refers the case to the appropriate county or district attorney. OIG may refer cases that ate not prosecuted 
(0 an administrative disqualification hearing if the client has been documented as having committed fraud 
previousiy or to the DHS Recovery Unit for recovery of the overpayment. 

A~though a previous analysis of 010 by TPR recommended referral tracKing. 010 does not keep statistics 
on the number of referrals recejved. accepted or rejected fOf either the fraud prevention program or the 
post.fraud program. OIG has an automated case management system but does not use it for the collection, 
entry or use of refemJ statistics_ 

Many states use telephone hotlines 10 help catch public assistance cheaters. California's welfare fraud 
hodine helped stop ovel"$17,8 million in fraudulent overpayments during the last rive years. 1 The 
"California We~Tip" hatline is operated by a non-profit organization. 11 pays rewards of up to $100 (0 

citizens woo report suspected welfare fraud in cases which are successfully prosecuted, 

South Dakota s[aned a welfare fraud hotline in July 1992 considered successful largely due to the 
extensive publicity. The suue held press conferences. distributed posters and sent notices to those 
receiving public assistance ch.ecks, This program has allowed South Dakota to catch fraud that might 00( 

otherwise nave been caught by routine computer matching. Other states with wel(are fraud hodines 
include Louisiana. Minnesota. Massachusetts. Kentucky and New Jersey, 

New York has a computer matching program wilh neighboring states to check (0( concurrent enrollment 
in public assistance programs. The interstate data e~change identified over 4.200 welfare recipients who 
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have been receiving medical. housing. food and rent assistance from New York and at leasl one other 
state. 2 

The program also found abuse by those rtt:e-iving general assistance. Medleaid, food stamps and AFDC. J 

For example, a data exchange with New Jersey revealed that ovet 2 percent of New jersey's 35,000 
general assistance recipients received benefits from "both New lersey and New York. Of New York's 
672,000 Medicaid beneficiaries. 437 received benefits from both states as did 400 of the state's 129,000 
AFJX:' recipients ... 

In Massachusetts. officials disclosed [hat nearly 700 inmates in state prisons and county jails were 
collecting welfare and had to be removed from the roUs. Another 770 inmates were referred to federal 
authorities when investigators found they may have been illegally receiving federal Supplemental Social 
Security or Medicaid payments. j 

To verify eligibility, DHS regional offices in Austin. Beaumont and San Antonio have begun 
investigating ownership of automobiles by public assistanct recipients in some cases. They use the Texas 
Departmenl of Transportation datalYtLSe to assist their investigations. 

Several other states also verify public assistance information through motor vebicle registration databases. 
The Texas database. however. can be searched only by vehicle identification or license plate numbers. 
When public assistance recipients claim they do not oown automobiles. il is impossible for OHS to search 
for information by nal'YtC.'! of owner. 

Recommendations 
A. 	 The Te_ Depart....nt of Hum ... Services (DHS) should evaluate the costs and beMIits of II>< 

..If.lmposed, n••"".y II_limit allowed by lis om.,. .r lbe Ins,..lor G....ral (OIG) for II>< 
investigation of fraud prevention referrals. 

Federal and state regulations require caseworker processing (If eligibility determinations to be 
completed withm a specified lime~30 to 45 days, depending upon the program-from the date of 
application. 010 established Its self-imposed investigatIon deadline of five days $0 fraud prevention 
investigations would nO( delay public assjstance application processing, 

Because of the five-day limitation • .QIG rejects or returns as many as 50 percent of the fraud 
prevention referrals received from DHS caseworkers. OIG investigators and supervisors have the 
authority to decide which cases to accept or reject based upon their judgment regarding the potential 
costs and benefits of a given case, Rejection of referrals. although intended to avoid delaying the 
application process, ma~ .allow emmeous or fraudulent cases to be approved for benefits. 

B. 	 DHS should tonsidir lowering the criteria tor OIG acceptaoce of post"fraud reftrrals and 
requi~ all DHS om... 10 apply the same I ...... h.ld amounL 

C 	 OIG should compile aud disseminate accurate statistics 00 fraud p'rt'ventioo and post"fraud 
refurals r«dvtd., accqted or rt'Jmtcl on its existing caw malUllftDtltt systtm. 

BecauSe data regarding the number of referrals received. accepted or 'rejected is not compiled or 
reponed. it is difficult to detennine if referrals are increasing at a higher rate than the current OlG or 
prosecutor!al staffs can handle, Some DHS regional offices have begun maintaining their own 
statistics on the number of referrals made and rejected. 
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D. 	 As a deternnt to publk assistallce fraud, DUS should publkize successful fraud prosecutions 

more aggressive-Jy. 

E. 	 DRS should estabJisb and promote a toll~rree hotline for reporting public auistance fraud. 

F. 	 OHS should establish an interstate data sharing agreement with its agency counterparts: in 
Arkansas, Louisiana., New Mexico and Oklahoma to guard against recipients being enrolled in 
pubfic as.sislance programs in both Texas and another state at the same time. 

Shared data would consist of computer tapes containing basic informa;j()n of welfare recipients name, 
Social Security number, address and age. 

G. 	DRS should es1aI>llsb a <omp"lerized matching system with the Texas Department or Criminal 
Justice (TDO) to prevent incarcerated individuals from Illegally recehing public assistance 
benefits. 

While 1his recommendation seeks to prevent Inmates from illegally receiving benefits. another TPR 
recommendation in this report encourages appropriate TDCJ facilities to collect benefits for eligible 
inmates to help defray opemting costs, 

H. 	 The- Legislature should nquire the Texas Depat"tJMnt of Transportation (TxOOT) to provide' a 
dedicated line into its motor ~hicle database for use by other state agencies. 

DHS would use the database to verify automobile infonnation used as a criteria for eligibility for Aid 
to Families with Dependent Children and food stamps, 

Implications 
While amending the OIG five-day time limit for processmg fraud preventIon referrals could reduce the 
amount of state funds lost through public assistance: fraud. it could increase the need for additional 01G 
invesligators. ' 

Modifying the current dollar threshold for 01G acceptance of post-fraud referrals would aUow the 
investigation of a greater number of referrals. but it could create a heavier workload for OIG 
investigators. Publicizing successful fraud prosecutions and establishing a public assistance fraud hot!ine 
would also increase [he number of post~fraud referra)s, 

AllOWing dedicated access II') the TxDOT database would decrease fraud investigators' response time. 
allowing them to perform their jobs more efficiently. TxDOT would have 10 amend its motor vehicle 
registration reporting requirements to include the Social Security numbers of vehicle owners. 

Flscallmpact 
While the recommendations to reduce public assistance fraud should save mone)', the IOlal fiscal impact 
of Ibis issue cannot be: determined, Based on savings in other stales, Texas could recover from $1 million 
10 $10 million through the efforts described above. which should be sufficient to offset possible additjonal 
costs, 

One of the main costs incurred in implementing these recommendations would come from the hiring of 
new state employees; DHS would need additional fraud investigators to handle a workload thai 
presumably would increase, 

Gaining Grouno-2B1 
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A fraud hQfline would cost abouf $50.000 pet year. induding the long distance cbarges for toll-free 
hotl.ne calls. one investigator to answer calls and a voice response uniL DHS would need to advenise the 
lio1line through such means. as mail inserts. posters and free press efforts. 

According to TxDOT. reprogramming the mO{ot vehicle database to allow searches by name would range 
from $50.000 to' S2.50J)()(), DHS offices would need a ('omputer terminal (0 provide access (0 the 
database, but each region could pool its data searches through a centraJ site. 

Endnotes 
I Lw Angeles County ~rd-of Supervisors. f'ifth Di~riC(, Marth 31, 1993. p, I. (Press Release.) 
2 Inkrview wilhOob Tangekr. Audit Division, New yort Stale Depanrnem of Social Servt.:;e$, Alban.y, New York. 

S;;ptemb/!r 'ZO, 1994. 
J Bruce Mohl and Doris Sue Wong, "NY Finds 548 Listed on M3.$$. Welfare; Computer Crackdown Sel$ Off Wider Probe,» 

80s/Ott Gt,,~. August ), 1994, p. 17. 
4 "NY Finds 548 Listed on M3.$s. Welfare" 
.'5 Don Aucoin, "Inmates are Found on Welfare:' Bon,," Glol¥, September 24, 1/}94, 
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Establish a Public Assistance Fraud Oversight Task Force 

The Legislature should establish a Public Assistance Fraud Oversight Task Force consisting of 
l"epresentative§ from the Texas Department of Human Services, the Comparoller's omcet tbe Stale 
Auditor's omce. the Department of Public Safety and the Omce of the Attorney General. 

Background 
The Texas Department of Human Services' (DHS) Office of lhe Inspector General (OIG) has a fiscal 
1995 budgel of SS,I million and a staff of 230. OIG contains four departments: investigation;audil. 
support and Medicaid audit. i 

Despite its best efforts. 0(0 cannot keep up with the large number of food stamp and Aid to Families 
with Dependent Children related fraud cases it is called upon to investigate.2 As discussed elsewhere in 
this repolt, 010 does not track fraud referrals received. accepted or rejected. TPR's February 1993 revjew 
of OJG recommended that OIG track fraud referrals. but this recommendation has not been implemented. 
Numerous fraud referrals are never acted on. and since they are not tracked. it is impossib}e to determine 
how many fraudulent cases are never invesligafed, OIG conducted less than 11,OOO post~fraud 
investigations. in fiscal 1993. while more than two million Te:w;ans were receiving benefits through DHS. 
Up to 50 percent of all cases of potential fraud uncovered by DHS caseworkers are rejected by ole 
because tiS investigators cannot complete the investigation within an OIG~imposed deadline of five 
workdays. 

TPR also found a need for improved communications between OIG headquarters in Austin and its field 
offices. About 64 percent of 010 employees surveyed during the review stated that communications 
within OIG were no better than fair) Many caseworkers do not receive any communication from OlG 
concerning fraud referrals. which causes a high level of frustration among some DHS casework.ers, 

Recommendations 
A. 	 The Legislature should establish a Public: Assistance Fraud Oversight Task Force with repre

sentatives of the Tens Department of Human Servica (DRS), the CompU-Oller*s ofnce. the 
Stale Auditor's omce, the Department of Public Safety and the Office of the Attorney GeMfai. 

The task force would allow DHS to draw upOn the expertise of other state agencies to help improve 
the efftd.ency of fmud investigations and collections, The Comptroller investigates slate tax fraud 
with a high success rale for prosecutions. The Office of the Anomey General is active in inves
(igarions for Medicaid provider fraud. consumer protection and child support enforcement The 
Department of Public Safety is the law enforcement agency for the state. The State Audicor's Office 
has a section that investigates state agency and general revenue related fraud. 

The task force should meet at least once each quarter. These meetings would provide a forum for 
ex.perienced state agencies to share their knowledge of operations and offer guldance to DHS. 

B. 	 The Legislature should ...q ...... DtIS' omce .f,he Inspect... G....ra1 (OIG) S<CII... to report ,. 
the task force the rollowing information on a quarterly basis: 

• the number of fraUd referrals by origin (caseworkers. quality i;ontrol. the public); 

., time spent investigating each case: 
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• the number of cases investigated each month. by program and region; 
• the dollar value of each fraudulent case resulting in a conviction; 
• the number of cases rejected by OIG and the reason for rejection. by region; and 
• any additional reports the task force may require. 

Implications 
The creation of a Public Assistance Fraud Oversight Task Force should help provide direction to OIG 
employees and allow them to operate more efficiently. DHS would have to produce additional reports 
required by the task force. 

Fiscalimpacl 
Savings should result from improved efficiency, but cannot be estimated. If the task force helped reduce 
the AFDC rolls by only I percent, it could save a lotal of $42.5 million in food stamp and AFDC benefits 
for one year. Of this amount approximately $6.3 million would be state dollars. It could also help prevent 
the federal fiscal sanctions for high error rates in Texas AFDC and food stamp programs. as discussed 
elsewhere in this report. 

Endnotes 
Texas Comptroller of Public Accou",s, Texas Perfonnance Review, DHS Office of IN !rupe,clor Gentral (Austin, Texas. 
February 3, (993), p. 2. 

2 DHS Office olIN Inspector General. p. 15. 
3 DHS Office of lhe Inspector General, p. 28. 
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Reduce Payment Error Rates for Food Stamps and 

Aid to Families with Dependent Children 


The Texas Department of Human Services should modiry Its current procedure to reduce error 
rates within the food stamp and Aid to Families with Dependent Children programs. 

Background 
Teus has a high rate of payment errors in both the food stamp and Aid to Families with Dependent 
Children (AFDC) programs. Such errors can be caused either by Texas Department of Human Services 
(DHS) caseworkers or by the welfare recipients themselves. and range from simple arithmetical mistakes 
and incomplete or inaccurate reporting of income to acrual recipient fraud. I 

. . 
Each slate human services agency has a quality conual function. in which staff members contact a sample 
of recipients to verify that payments are correctly calculated. In the cac;e of underpayments identified 
through the sample, the state makes an additional payment to the client; most errors, however, involve 
overpayments or payments to ineligible recipients. After the state estimates its error rate, the fedel1ll 
government reviews the sample used to calculate the erroNate estimate. 

For federal fiscal 1992 (most recent data available), DHS calculated from sample cases that AFDC errors 
resulted in an an average loss of S135.23 per erroneous case. For federal fiscal 1993, Texas' average loss 
per error in a food stamp case was S72.91. (AFOC payments include 36 percent in state matching funds: 
food stamp benefits are 100 percent federally funded.) 

The federal government may impose fiscal sanctions on states when error rates are too high. Texas 
currently is under such sanctions. Texas has a long history of high error rates (Exhibit I). 

Exhibit 1: AFDC .nd Food St.mp Error Rat•• 

AFDC Error R.... Food Stamp Error Ra... 
Fiscal Year U.S. A'iragi T.DS U.S. AYll1Ige T.... 

1985 6.1% 4.3% 10.5% 12.4% 

1986 7.1 7.5 10.4 12.0 

1987 6.3 6.8 10.3 10.0 

1988 6.8 6.7 9.9 10.3 

\989 5.7 7.9 9.8 9.2 

1990 6.0 7.7 9.' 10.5 

\991 5.0 8.0 9.3 10.4 

1992 5.2 8.3- 10.7 11.8 

1993 5.5 9.05- 10.8 11.4 


-Preliminary 
Sources: U.S. Depanmenl of Health and Human Services. U.S. Depanmenl of Agricullure 

and Texas Depanment of Human Services. 

Sanctions may be applied in the food stamp program when the state's error rate exceeds the national 
average plus 1 percent. Based on 1991 findings in Texas' food stamp program, Ihe state's sanction for 
1986 to 1991 totaled $7 million. This was reduced through negotiation to about $1 million, which was 
eannarked for the state's error-reduction effons. This $1 million came entirely from general revenue. 

Gaining Groun~285 
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The errQr~rate threshold for imposing AFDC sanctions is 4 percent. Texas received a $5:.4 million 
sanction for fiscal 199 L (The amount of erroneous AFDC expenditures in federaJ and sta1e dollars in 
Tex.as for fiscal 1991 totaled $37.9 million.) Negotiations to reduce the sanctions are ongoing., 
Current data show a continuing pattern of potential qual it)' control liabilily. DHS anticipates combined 
AFDC and food stamp sanctions of $6.7 minion in fiscal 1995. $14.6 minion in fiscal 1996 and $20.7 
million in fiscal 1997. 2 

However. the reasons for Texas' high error rates have not been clearly defined. Texas quality control 
findings atlribute most errors 10 "client fraud," DHS's AFDC Corrective Action Plan of April 30, 1994 
estimates "client fF.lUd" for the first six months of fiscal 1993, as accounling for nearly 59 percent of all 
money paid in error; only 25 percent is listed as agency error, . 

In fiscal 1991. the federal Department of Health .m" '1uman Services sumn-:;!ry of stale AFDC quality 
control results showed Texas attributing 70 perter aU doHars paid in e. r to dient--caused errors 
(including fraud, which is nO( counted separately) il .' precent to those cau' ~ by the agency. This was 
sharply different from the national average. whie,' that year was 42 pe;-:~nt dient-caused and 57,j 

percent agency-caused, Texas led the nation in aUegealy dient·caused errors, and onl)' three other states 
were within 10 points of Texas' numbers. In fiscal 1992. the federai Deparnnent of Agriculture summary 
of state food stamp results showed TeJ{as with a total of 61 peI'Cent of aU errors as dient<aused and ~ 
pert'enr agency-caused. Again. this was in marked contrast to the national average. which was 41 percent 
client-<:8used and 59 percent agency-caused. 

DHS's current data indicate the agency's erro-r--reduction eff(tJls should be focused on the Houston region, 
which has a large share of the state's caseload and a significantly higher payment error rate than (he resl 
of the state. In fiscal 1993. AFDC error rates for the Houston region were 17.9 percent. compared to a 
state average of 9.5 percent; the Houston error rate for food stamps was 13.2 percent compared to 11.4 
percent for the state. 

Be<::ause the Housron region's caseload is so large and its error rale so high. tbe state must target this 
region to succeed in reducing statewide error rates. Yet based on information obtained from DHS staff 
members, efforts to reduce Houston' 5 en'Or n:u.es thus far have been unsuccessful. One recent effort. DHS' 
Project Recal1. used follow-up telephone Contacts with recipients to verify househoJd composition. 
residency and income within 60 to 90 days after certification of benefits. However. DHS faiJed to act on 
the error information gathered through these telephone contacts. 

Moreover. It should be noled that federal statistics show that states with large urban areas do ROt always 
have high error rates. FOT the AFDC program in fiscal 1991. California. Colorado. Georgia. 
Massachusetts, Michigan. Minnesota, New Jersey and Pennsylvania aU were below the national average 
in error rates, For food stamps in fiscal 1992. Georgia. Illinois. Maryland, Massachuseus. Michigan. 
Missouri. New Jersey and Pennsylvania all were below. the national average. 

TPR believes that some specific Texas policies may contribute to high error rates. DHS's Office of the 
Inspector General has set a self~imposed fiv~-<iay processlng time limit for fraud prevention investiga ~ 
tions, which resu1ts in the rejectiop of a significant number of cases in need of investigation. 

Recommendallona 
A. 	 TIt~ Legislature should require that th~ Texas ~rtment of Human Services (DHS) set 

progressive goals (or improving uror rates, with a specifIC schedule for mHtina those goaJs. 
DHS shouJd report to «he Governor's Omce and the LegIslative Budget 0ft'Ite tach quarter. 
beginning Septemberl, 1995, on \be prognss mMk towards .....Ing tbese goals. 
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DHS should include an analysis by region of goals and performance concerning error-rate reduction. 
DHS employee performance evaluations should continue to include a rating s.ystem that emphasizes 
error rale reduction and workload, DHS should take action to remove ma~gemenl and other staff in 
ate<iS where error rate reduction is not achieved in a reasonable time, 

DHS also should report quarterly to the Public Assistance Fraud Oversight Task Force recommended 
elsewhere in this report on its progress III implementing these recommendations. 

B. 	 The Legislature should allow DHS the adMinistrative discretion to reasonably modify it! 
existina oR.e-.day service delivery requirement for expedited food stamp cases to achieve state 
error rates at or belo-w the nationaJ average. 

Although TPR encourages better customer service, OHS should have the discretion to address all 
aspects of error~rate and fraud corrective actions so that taxpayers are not forced to !lay for {he 
"gaming" of the public assistance system, 

C 	 DUS should ......... tbat the term "<lient fraud" is appropriately applied. DUS sbould take 
immediate actions to limit cUent fraud it its use of the If!nn is determined to be appropriate. 

The Legisiature should take a no-nonsense approach to DHS' accountability for error rate. DHS's 
auributlon of "client fraud·' is so anomalously high compared 10 the rest of the nation that it casts 
doubt on the picture emerging from OHS statistics. This may divert policymakers from determining 
t:rue accountability for error rates and designing appropriate corrective actions. DHS' operation of 
these programs should be to the highest standard so tha[ Texas taxpayers have confidence dlar 
accurate benefits are paid to those eJigibte for services. 

D. 	 DRS should establish a concentrated and effective error~redudion .cttoo pian for 1be Hous1on 
region. 

Without immediate and effective actions. the Houston region will continue to push statewide error 
rates above the acceptable fedc:rallevel. 

Impllcatlons 
These recommendations would strengthen DHS's error reduction efforts, remove the threat of fiscal 
sanctions and reduce erroneous benefit paymtnts. 

Ascallmpaet 
DHS's legistative appropriation request (LAR) projectS Aid to Families with Dependent Children 
(AFDC) error rates: and benefits. Assuming state/federal cost sharing remains constant fOf the upcoming 
years, the dollar loss in AFDC overpayments is projected to be $15.6 million for fiscal year 1994 and 
approximately S17 million for each fiscal year from 1995 (0 1991. 

The Teus AFDC payment-error rate for fiscal 1993 is 9.5 percent. equaling an estimated overpayment 
loss of $18 million. For every percentage.point reduction in the error rate, the state could save $LS 
miilion, If the slate lowered the error rate to the national average. the savings would equal about $9 
ml1Jion annually. 

Sanctions imposed by the federal government are another significant factor, DHS' s LAR estimates the 
sanctions for the coming fi;;c~!.I years at about $10 million per year (or AFDC and $7 million for the food 



Slamp program. Negoliations with (he federal government usually result in lower sanction amounts, but 
any money the Stale pays the federal government due to error is unnecessary. 

The fiscal impact of continuing high error rates underscores the urgency to reduce payment error and keep 
error rates down. The state has incurred financial losses as a result of high CrTQr rates and continues to be 
at risk for future los~s. 

Endnotes 
I u.s. Hoose of Rl!prl!5enlativcs, C(lmmittec 01'1 Way, and Means. 1994 <lIHIl 800k {Washmgton, D.c', July IS. 1994) p. 420 
:( Tellas Dep.lnmenc of Human ~tus. FY 199fOpfllJlmg flail and FY J996·/997 Appropriations Rt'quw (Aus!ln, Teus. 

July 21. 19(4). pp. 53·54. 
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Use Automated Fingerprint Imaging 10 Prevent Duplication or Benefits 

The Texas Department of Human Services should use automated fingerprint image 
matching technology to p~vent public assistance recipients from receiving duplicate 
benefils. 

Background 

Several states are implementing electronic fingerprint imaging in an effort to curtail 

public assistance fraud. This computerized technology matches tbe fingerprint images of new 

applicants against an established cHent data base to detect applications for duplicate aid, 

Each applicant places both index fingers on an optical scanner that "reads" the print and 

transmits it to a central data base, where the computer retrieves any prints that appear to malch, 

The scan/match is completed in five minutes for emergency applications (homeless or immediate 

need). To keep costs down. non~emergency applications are cleared within 24 hours, 

If the computer identifies a potential match, a trained fingerprint expert evaluates the 

prints. If there is a match. the client is ru;kcd to explain. Benefits may be discontinued, and the 

client may be referred for prosecution, 

To guarantee that all fingerprint matches have been identified in the event of incorrect 

demographic data (since the file is scparuted by male and female), the system can conduct a 

weekly open search that matches each new fingerprint image to every image in the file. 

In j 990. Los Angeles COl1nty contracted with EDS Corporation to supply all software, 

hardware, training and ongoing operation and maintenance for the nation's first automated 

fingerprint system outside of law enforcement. The county developed this system to replace (he 

messy. time-consuming process of ink: fingerprinting and photographing public assistance 

recipients. 

L.A's Automated Fingerprint Image Reporting and Match System (AFIRM) cost the 

county $)3 million. Savings attributed solely to AHRM through the end of July 1994 totaled 

almost $14 million, Of thisamoullt. $5.4 million came in the first six months of system operation 

as a result of terminating 3,021 approved cases and denying 242 cases for failure to comply with 
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AFIRM requirements. The county expects to save close to $18 million throughout the initial five-

year contract. I 

Because the system proved cost-effective, L.A. sought and received state and federal 

funding to expand AFIRM to include the county's 300,000 AFDC cases, The cost of the AFDC 

expansion was $20 million in county, state, and federal funds. AFDC AFIRM savings over the 

30-month demonstration period are projected at $51 million. 2 

Following L.A. County's success, Alameda, Contra Costa, San Francisco and Orange 

counties have implemented AFIRM to fingerprint their general assistance populations. 

New York has recently expanded its electronic fingerprint imaging to add 12 more 

districts to the statewide program. The programs are administered locally and apply only to 

general assistance cases. The state has appropriated about $2 million for the 12 districts. 3 

While the state has not projected cost savings, New York City Mayor Rudolph Giuliani 

predicts that electronic fingerprint imaging will save the city $58 million in the fiscat"year that 

begins in July 1995. New York City is home to two-thirds of the state's welfare recipients. Ilene 

Marcus, executive director of the city's Human Resources Administration, estimates that 

fingerprint imaging will cut the city's general assistance rolls--currently about 293,000 people-

by up to 10 percent. 4 

The Texas Department of Public Safety's (DPS) Criminal Investigation has converted 

more than 3 million of its master fingerprint cards on file to an automated system that will begin 

fingerprint imaging each driver's license applicant in January 1995. 5 Private-sector companies 

also are considering fingerprint imaging for credit cards. This technology is no longer associated 

exclusively with the criminal justice system and, in the future. will not be stigmatized as a 

criminal justice tool. 

U.S. Senator Kay Bailey Hutchison introduced a bill in May 1994, to require states to 

establish a two-digit fingerprint matching identification system to scan ,the fingerprints of each 

AFDC applicant to prevent multiple enrollments. The bill was referred to the Senate Committee 

on Finance for further evaluation. 6 
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Recommendations 

A. 	 The Department of Human Services (DUS) should use automated fingerprint image 

matching technology to prevent recipients from receiving dup,licate benefits. 

DHS should seek a waiver for a 36-montn pilot project in Harris County to evaluate the 

cost-effectiveness and possible statewide application of the automated fingerprint imaging 

system. The pilot project would allow estimation of the number of ca<;e reductions and dollar 

savings attributable to fingerprint imaging to determine the feasibility of a statewide system. It 

'would also test procedures to ensure the effectiveness and appropriate use of the system. DHS 

should work with the Department of Public Safety (DPS) to identify the most cost~effective 

approach to using DPS computer and finger imaging expertise in this pilot. 

Implications 

Opponents of fingerprint imaging contend that the technique will stigmatize welfare 

recipients. Los Angeles County's Department of Public Socjal Services (DPSS). however, 

reports that AARM has been wen received by the public and staff alike, DPSS matntains that 

clients appreciate that the system win deter fraud and result in the issuance of benefits only to 

eligible clients.7 

Opponents also express concern that the fingerprint images may become available to law 

enforcement agencies, thus scaring away qualified applicants. Fingerprint images obtained and 

stored on the Texas system could be confidential records 10 be used solely by DHS to administer 

the program. 

Rather than design its own system, DHS could further reduce costs by setting up a system 

that "piggybacks" off the DPS system. Also, the pilot should explore the possibility of including 

food stamp recipients. This could lower the state's error rate, thereby reducing the penalties now 

paid by DHS. 
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Fiscal Impact 

Hardware and software costs for a pilot system in Houston could range from $1.7 million 

to $9 million. Assuming that Texas receives 50 percent federal funding for system administration, 

the state's cost would be between $0.9 million and $4,5 million. 

This recommendation also would require an estimated 10 fingerprint technicians to 

administer the system and verify matches. 

The estimate below assumes the lower estimate of system costs. Piggybacking on the 

DPS system would further reduce the estimated costs. The estimate also assumes that the federal 

government will pay half of the administrative cost, as in a current pilot in California. 

Fis~al Year SaYiDe~ to GR CQ~IIQ GR 't'M Sayines tQ GR 

1996 $1,500,000 $1,500,000 $0 

1997 $3,146,000 $267,850 $2,878,150 

1998 $3,146,000 $267,850 $2,878,150 

1999 $3,146,000 $267,850 $2,878,150 

2000 $3,146,000 $267,850 $2,878,150 

! Los Angeles County Department of Public Social Services, Fingerprints for Befler Sel1licdLos Angeles, California, 
September 19, 1994), p. 6. 

2Fingerprints For Belter Sel1lice, p. 6. 
31nterview with Bob Tangeler, Audit Division, New York Stale Department of Social Services, Albany, New York, Septemher 

20, 1994. 

4Kevin Sack, "Fingerprinting Allowed in Welfare Fraud Fight," New York Times (July 9, 1994). 

STexas Department of Public Safety, Texas Stale AFIS SUtn11UlT)' (Austin, Texas, January 12, 1994). 

6U.S. Congress, Senate, Amemimt'nts 10 Ille Social Security Act, 1994, S.2085. 

7Fingerprints for Beller Service, p. 6. 
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Modeling AFDC Caseload Growth 

To assess the influence of demographic, economic and institutional factors on the rapid 

increase in the number of recipient~ of Aid to Families with Dependent Children (AFDC) in 

Texas, the ComptroHer's office has estimated a regression model of the state's AFOC caseload 

from 1983 through 1993. The following equation, based on the U$. Congressional Budget 

Office model, explains 99 percent of the quarterly growth in Texas' AFDC ca~eloads. 

TXCASES = 105,081 +0.22*TXFFSD +0.48 * TXFFNM + 550.8 * AFDCBEN 

-447.4'WRETAIL+ O.OI7*EMPGAP + 12,235 * JOBS 

where TXCASES is the number of AFDC-Basic cases; TXFFSD and TXFFNM are the 

number of separated/divorced and never-mamed female-headed households with children under 

18; AFDCBEN is the combined (inflation-udjusted) cash value of monthly ArDe, food stamp 

and Medicaid benefits for the typical three-person AFDe family;WRET AlL is the average 

(inflatiofl~adjusted) wage rate in relaiHng; EMPGAP js the gap between "full" and actual 

nonagricultural employment; and JOBS is a "dummy" variable for the implementation of the Job 

Opportunities and Basic Skills (JOBS) program in the fourth quarter of 1990. 

All five variables in the equation are highly significant. The first two measure the pool of 

potential AFDC households, The estimuled coefficients indicate that an increase of 1.000 fernale

beaded families with children under 18 udds 220 recipients to Texas' AFDC rolls for separated 

or divorced mothers and 480 recipients to the rolls for never-married mothers. These results are 

generaJly consistent with U.S, Census figures on AFDC recipiency by family type. 

The next two variables mca'iure the financial advantage of using AFDC benefits versus 

working, The coefficient associated with AFDC benefits indicates that a $1 increase in the cash 

value of benefits (in 1993 donars) inctel!ses Tex.as' caseJoad by about 550 recipients. Similarly. a 
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$J increase in real wages in the state's retail sector decreases the ArDe cuseload by abou1450 

recipients. I 

The next variable measures the overall availability of jobs in Texas' economy, The 

coefficient associated with this variable indicates that ,m increase of 1,000 in the gap between the 

number of jobs available if the state economy were at "fuJi employment" and the actual number 

of nonagricultural jobs increases the AFDC caseload by 17 recipients. 2 

Finally, the coefficient associated with the JOBS variable indicates that the availability of 

the JOBS program in October 1990 permanently added about 12,200 families to Texas' AFDe 

caseload, Severa] other variables measuring institutional changes in the AFDC program were 

aJso tried in the estimated equation. but the JOBS variable proved the only significant variable. 

I Tn ..mooth Oul ooort·lerm Iluctuatiooo. in the data and allow time for po!:enliaJ AFOC reciplenlS to rcspqod to financial 
incentives and job 0wofUmJeies., Ihe BENEFlTS. WRETAlL and EMPOAP variables are e~pre»scd as fout-quuner moving 
a'¥ertlges in the es.\lmated equation. 

2fuU cmpLoymeru is defined liS the number of jobs available if the economy is at its highest pmemia! without accelerating 
inflation. It is estimrl1ed based on a regression equation relating actual nonagriculturaL employment [IJ- the working-age 
popUlation. the unemploymem nlle and a time trend, assummg that full employment occurs when Texas' unemployment rate 
falls to S.S percent. See Wharton Economic Forecasting Associates, U1I, 
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Appendix B 


The Importance of Housing for Welfare Reform 


Although state and national welfare reform efforts have largely ignored the issue of safe 

and affordable housing, this issue is critical If families do not have access [0 adequate housing, 

no amount of "'reform" wiIJ lead them to self-sufficiency. Indeed. unaffordable. crime-infested 

and structurally unsafe housing creates major barriers to self-sufficiency. Texas must address the 

adequacy of its housing if our welfare reform efforts are to succeed, 

The need for safe, affordable housing is apparent both nationally and in Texas, Increased 

housing cost<i. dwindling family incomes, shortages of housing-especially of public housing 

units-and decreased federal dollars have all contributed to a housing crisis. 

U.S. and Texas household incomes genera1Jy have not kept pace with housing costs. 

From 1970 to 1990. U.S. medi." household incomes rose from $8,730 to $30, 130 (current 

dollars), During the same period. however, the U.S. median sales price of new homes increased 

from $23,000 to 5120,000. I A similar phenomenon occurred in Texas during (his time. 

Cost burden-the percentage of gross income that a famHy uses to pay for housjng. 
related costs-is :a common barometer of housing affordahility. When a family' s cost burden is 

30 percenl or more, its housing is considered unaffordablc. In 1990,26 percent of Texas' 5,3 

million renters and owners bore this high cost burden. 2 

The demand fo~ affordable housing is outpacing availability. Texas carried a backlog of 

unmet affordable housing needs from the 19805 into the 199Os.3 A major factor contributing to 

this backlog is Texas' large number of Jow-income households, including those receiving public 

assistance, who are not able to meet the rising costs of housing. especiaJly rental housing. 

In 1990, Texas' median family income (MFI) was $27,016, $8.923 below the U.S. MFr4 

Twenty·five percent of Texas households were c1assifted as very low-income (up [0 50 percent 

of MFJ)~ 17 percent were low~income (51 percent to 80 percent of MFI) and 8 percent were 

moderate-income (81 percent to 95 petcent of MF1). (0 addition. about i million households-40 
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percent of owner..occupied and 60 percent of renrer-occupied households-were below the 

federal poverty level. Of the households below the poverty level. 19 percent of owner-occupied 

households and 26 percent of renter-occupied households: received public assistance. 

If left unchecked, Texas' affordable housing problem could e...;calate into a fuU-blown 

crisis, with more and more families forced oul into the streets or forced to remain on, or apply 

for, public assistance, 

Traditionally, the federal government has generated most housing assistance progmffis 

and initiatives. However. with a decrease in federa1 funds and an increase in persons who need 

assistance, state and local entities are taking a larger role in providing affordable and safe 

housing, 

A major barrier for families seeking to achieve self-sufficiency is fragmentation of 

services-particularly federally supported services such as housing a:.;,slstancc, job training and 

child care assistance. Unencumbered access to these services is crucial if low-income families 

are to achieve economic independence. 

Operation Sale Home 

On February 4, 1994. Operation Safe Home was proposed as a new initiative of the U,S, 
. 


Department of Housing and Urban Development (HUD). the U.S. Allomey General. the U.S. 

Treasury and the Office of National Drug Control Policy.S This initiative attempts to rid public 

housing developments of violent, drug-related crime_ Several cities, including Houston and 

Dallas, were listed as potential demonstration sites because many of their public housing 

developments were identified as high-crime areas, 

Goyernor Richards and th,e Texas Department of Housing and Community Affairs 

(TDHCA) are working with the above feder-al agencies, other stale and local agencies and public 

hQusing residents to support including Housron and Dallas in this initiative. ReaHzing that Texa. ..· 

high poverty rate has depleted the state's re::.ources to assist this population. the governor is 
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working to coordinate the resources of all levels of government. The goal is to lower the rate of 

violent crime in public housing developments in these cities to nattona] levels. 6 

~ome of Texas' most vulnerable citizens live in public housing where some of the highest 

crime rates in the state occur. Not only does this threaten the physical safety ofihe residents, it 

also creates a barrier to independence, Texas should make every effort to obtain federal 

designation and assistance for Houston and Dallas under this initiative. 

Target Independence 

Proponents of public assistance reform in Texas often contend that the current spectrum 

of social services fosters continuous dependence on the system rather than self-sufficiency. This 

thinking often applies to the area of hOllsing and its assistance programs. A very limited number 

of housing programs in Texas address not only the issue of affordable housing but also access to 

critical support services such as education and employment trainIng, parenting classes, child care 

and transportation. 

TDHCA currently has a program in progress to address this problem. Turget 

Imlependence seeks to.facilitate the economic independence of low-income famiHe:;; by guiding 

them from public assistance to homeownership through (l number of support services, TDHCA is 

temporurily buying foreclosed multifamily properties from HUD at deeply discounted prices 

with a rental subsidy attached. These properties will be transferred to nonprofit housing 

organizations in targeted local areas. i 

Target Independence propertie;.; will be "upscale:' mixed-base developments-that is. not 

aU apartment residents will be public assistance recipients-with amenities such ll:' central air 

and heat, waH-to-wall carpeting, ceiHng fans. rcnnis courts and swimming pools, II Public housing 

residents may move out of their present unils to these newer units if they are employed, pay their 

renl on time. remain crime- and drug~free, keep children in school and successfully complete 

training courses. Social ~rvices provided to program participants (at II fee to non~Secdon 8 

residents) will include child care, rransponalion and General Educational Development classes. 
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Unemployed Section 8 residents may work voluntarily in the daycare center and provide 

maintenance for the complex. ~ 

Because non-profit organizations wlll manage the properties, the profits that private 

landlords normally make from Section 8- rental payments will be directed towards ex.tensive 

service provisions. property maintenance and revolving loan funds that will help low-income 

families afford the down payment and closing costs on a mortgage. Qualified participants may 

apply for these loans after they have successfully completed the program, 

This approach has been successfully applied elsewhere in the nation including Denver 

(Warren Village) and I'inellas County, Florida (Pinellas Village), Texas should fully support 

TDHCA's effort, ' 

1U.S. Bureau of the Census, Statistical Abstract of the United Stales (Washington, D.C., 1993), pp, 456 and 720 • 
.2Texas Department of Housing and Communrty Attrurs, State of Texas 1994 Ccmprehen$ive Housing Affordabilily 

SlratEtgy. FiV(J Year Pian (AustIn, Texas. February 1994), p. 40. 
3Comprehensive Housing AffcrdabiIity StmlBgy, p... t. 
4U.S. Bureau oj too Census, 1990 Census of Housing. General Housing Characteristics (Washington, D.C., Vear), 

seriesCH·1, 
5Memorandum from Elaina Peinado, Toxas Departmern of Housing and Community Affairs. to Twanna Bulord. Texas 

ComptroUer of Public Accounts, Septell'lb$r 15, 1994. 
6Memorandum from Elalna Peinado 10 Twanna Buford. September 15, 1994. 
7Texas Department 0' Housing and Community AffaIrs, "SilVer Lining: Eighties Property Bust Provides Texas with 

Affordable Housing Boom," Changing Lives. SummerfFaU 1994, p. 5. 
BMemorandum from Elaina Peinado 10 Twanna Buford.. September 15, 1994. 
9-Silver Lining." p. 5, 
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Welfare Facts and Figures 


E,.nls that lead 10 • family qualifying for AFDC assistance in Ihe U.S.: 

DivorceJSeparation 45% 

Unmarried woman has her first child 30% 

Earnings of motherfell 12% 

Changes in the famiJy income 4% 

Other 9% 

SOURCE: U.S. House of Representatives. 

Percenlage of Texas AFDC Reciplenls by Period of Benefils, Fiscal 1993 

Month. on AFDC 
(Basic) Percent 

1·12 32.5% 

13·24 16.3 

25·36 10.9 

37·48 8.2 

49·60 6.7 

61·72 5.1 

73+ 20.3 

Number of Children In Texas AFDC .'amilles, ~'Iscal 1993 

Number of Children Percent of Cases 

I 43.7% 

2 29.6 

3 16.3 

4 6.5 

5 3.7 

o 
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Average Monthly Texas Food Stamp Caseload 

Year Value (mil $) Families (000) 

1989 $1,069 551 


1990 1,386 645 


1991 1.715 770 


1992 2,075 903 


1993 2,231 994 


A vorage Monthly Texas AFDC (Basic & UP) Payments and Recipients 

Year Payments (mil $) Recipients (000) 

1989 $366 536 


1990 412 603 


1991 470 688 


1992 516 753 


1993 534 779 


SOURCE: Texas Department of Human Services, 


