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COMPARISON OF MAJOR °

ADMINISTRATION BILL

SENATE BILL (:LR. 4}

F REFORM PROVISIONS

CONFERENCE BILL (HR. 4}

NGA PROPGSAL

Block Granting
AFDC

e

Temporsry Employment Assisiance, the
vash assistance program, S an ancapped
srabdement to smtes, Funding for work,
cash assistance program adminisigtive
wose, sl BA is folded into 2 capped

Biock grass AFDED EA, J3BE, and ohdld care
info 8 singic capped snandomant 1o states, The
block grant provides & separate allecstion
specifically for ¢hild care,

Bipck grants AFDC, EA, and JOBS inte
# single capped emitiernent o states.
The biock grant provides g separate
allocation speeifically for child care,

Block grants AFDKC, EA, and JOBS nuo |
2 single capped entitloment 10 stajes. '
The block grant provides o separate

sllgcation specifically for child care.

Individusl
Entitiement

Fumilies with 2 noedy ohild {as defined by
the state) are guataniend assistance.

Ng individoal guaranies of assistance.

No individual guarintee of assistance,

No individual poarantee, but states must
have objective criteria for delivery of
benefits and ensuring equitable
treatment.

Time Limits

Flexible sonditions! entitlement to cash
benefis for 5§ vears, followed by 2
mandatory child voucher, There are
hardship exemptions from the S-year time
lirviit for those werking more than 20 hours
per week (state option), famities in high.
unemplovinent areas, phes an additional

1 5% of the caseload. At stam option, a
state could exempt 20% of caseload for
hardship reasons instead of the abave.
Menths where an individust s in o child.
only tase, 8 teen parent attsnding school,
or exenpt from the work requictrtonts, do
7Ot connt towand the thme fimit,

Families who have been on the rolls for 5
cumulative years (or less at state option)
would be inetigible for cash mid,  Sties would
be permitted to cxempt up to 20% of the
caseload from the time Hmit, Siates are not
permitted to provide non-cagh beaefhs or
vouchers to familics that are time Hmited.

Families who have been on the rolls for 5
cumnulative years (ot Jess at state option)
would be ineligible for cash gid. States
would be permitted to exempt up o 5%
of the caseload from the time limit. States
are aHowed (but nat required) to provide
non-cash benefits or vouchers 1o familias
that are time mited.

Familiss who have been on the rofls foe
5 curnulative vears (o7 loss at siat
option) would be inelipible for cash aid.
States would be permitted to exampt v
to 2086 of the caseload from the tme
timit. “States are allowed (but not
required} to provide non-cash benefing
vouchers to families that are Ume
fimitad.

Waork
Reguirements

A state’s remiired work partivipation rete
would be so1 21 30% in FY 1997, rising 0
2% by FY 2003, Recipionts would be
required to work 81 feast 33 hours por wask
by FY 2000, The bill allows mothers with
children wslor fge & tor wirk parttime (20
nours por woek) theough FY 2000, Those
leaving wetfare for work count oward
wark regairement. Exompiivns from the
work renuirements include: individunls
who ere seriously I, aged, caring fora
<hild under 2g¢ onc, pregnant, caring fhr a
disabied family mensber, or canno! find
child care.

A staie's required work participation e
would be sef a1 25% in FY 1996, rising to 50%
by FY 2G00. The bill aliows mothers with
chitdran omdler & fo work parr-time {20 howrs
per week) through FY 2002, Recipients must
work 33 hours per week by FY 2002, The bill
also allows stales to sxempt families with
children under age one from work
rrapirsments. Those leavinpg welfare for work
<ount toward pertivipation reguircments.

A state’s reguired work partivipation rate
wiguld e set o 15% In FY 1996, rising
1% 0% by FY 3002, Same hour
requitaments o5 Senate BilL. Siates have
ke opiion to exemnt single parenty with
childran under sge 1 from wink
reguiremant. Mo part-time work opiion
for mothers with young children. Those
isaving welfare for work do not count
wward wotk reguirements.

A ma1e's requived work partisipation i
would be set at 15% in FY 1995, rising
10 50% in FY 2002, The resolution
sliows mothers with children ander age
$ 1 work 20 hours per week throuph FY
2002, All other non-exempt recipisnis
must waork an average of at lenst 25
hours per week, by FY 1995, The
resplution also allows states 10 exempt
farniliey with children under ape one
{from work requirements; changes the
participation rate caiculation to take into
secount those who leave cash assistance
for work; and allows job search and job
readiness to count as & work activity for

up ke 12 weeks,

e
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Child Care

i.

The bill adds $3.3 bittion above cumren!
taw for child care under new CRE searing,
essemtinily doubling the emount of child
carg dollars sbove current law relative to
the Conference bifl. States must provide
parents with child ¢are if they are required
t work or prepare for work and if tey
fose AFDC eligibility due to work, for up
te 17 months,

[PV

From FYg 1996 - 2000, 53 billion would be
avaiiahic as 3 set-aside i the cash assistance
biock grant for ¢hild care assistange. States
would be required to match $3 biliien of the
child care fonds at the FMAY, An additional
31 biltion por vear is aveilable in discretionary
spending under CCDBG. Overptl, 288
bitlion increase in mandatory funding over 7
vears {new CRQO bassline}. Recipients cannol

be sanctioned for not working i child care i

unavaijshie,

over 7 years {now {31:10 baseline).

The Bill comains 4 total of $7 hillion in
digeretionary funding snd $10 billien in
mandatery fonding (FYs 1996 - 1302} in
2 separats child care Black grant, States
would be reanired to match $2.8 billion
of the mandztory funding at the FMAP,
{Iveralt, inereases mandaiory child care
funding over current fgw by $1.9 billion

The resolution contains a total of §7 i
billion in diserciionary funding aad $14
billion In mandatory funding (FY 1996 -
2062%. Overal), increases mandatory
funding by §4 bithon over the

Confererge bill and §5 billion overthe
Benate bl Increases mendatory child
care funding gver current faw by $5.9
billion over 7 yewrs (new CRG baseline).

" Al of the funding addad over the”

Conference bill is an unmptehed generel
entitlzmens o the siptes,

Eronomic
Contingency
Grant Fund

The cash assistance program (TEA)
semains an uncapped eititlement which
automatizaily adjusts fer changes in
s3enomic conditions or population.

$7 billion would be appropriated for FYs 1996
« 2002 for mutching grants to sigtes with high
untmployment rates. States must maintzin
their full FY 1993 lzvel of effort to uos funds,
An emergency foun fund of §1.7 bitHon, and 2
$830 weiton grant fund for tow-benefh, high
population-growih stes would also bie
svailable,

The it includes $1 billion for granis to
stmtes with high unsmployment (state
must maich); $800 million grant fund for
states with hiph population growth,
banefits lower than 33% of te national
average, or abuve sverage growth and
below mverage AFDC benefits {ne state
matehy; and $1.7 billion Toan fund.

Askis 31 billion to the propased funding
for the contingancy fund for a total of $2
billion, Statas cén megt pne of two
wiggers 1o gccess the contingency fupd:
the unemployment trigger in the
conference sgresrnent and a new trigper
based on food stamps,  Under the second
rigger, siates would be eligible for the
contingency fond if their food starnp
cassiond increases by 10% dver FY
1994 or FY 1995 Food Stamp caseload
fevels, Lalike the Senate bil) 2nd thie
canforonee sgretineny, states would am
be required t maindain thelr FY 1904
hevel of effort in order to acceys the
contingency funds. A glate conld begin
drawing down edditionad dakars before
it huel muatehed Bs EY 1999 Jovel of
spending.

Performince
Bonus to
Reward Work

The Bl provides 3806 millon over § years

1o provide perfonmance bonuses to states
{bonuses would not be funded from work
progzam dollars). The Seeretary, in
eansuitation with siates and other
interested parties, would be reguiced to
develop 2 systern of performante measures
and bonuses that rewards states that
operate ¢ffective woek progrums.

Establishes a performance bonus sei-aside
withir the block grant, but does not pravide
additional resources. Performance bonug fund
wisly 52 billion over § years. Bonuses are
based on performences o a rangs of
measurss, including job piacement,

Similar performanct measures ag the
Senain bill, but states receiveup o an 8
percentage poiat reduction in
maintenance of effort instead of bonus
payment,

Provides bonuses of 5% of the saie's
block grant gnasaily o states that
excesd specifisg emplayment-raiaicd
perfarmance large! pereeniages,
{Pretiminary estimate of $2 billisn),
These hanuszs would be in addition 0
black grany base,

Family Cap

Stete aption to implement a family cap.

o federal mandate 1o deny assistance; option
for state setion as in Adminisgmtion bill,

States wonld be reqiired 1o dony sash
benefits to children bors to welfure
meipients uniess the state Tegistanme
explivitdy vois o provide benefit,

Mo federal mandate 1o deny assistance;
opifon for state action a5 in
Adiministration bill.
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ADMINISTRATION BILL

) <ot
T
SEMATE BILLQZ. 4)

CONFERENCE BILL (H.R. 4} |

NGA ,POSAL

Chitd Support

{nctudes major comprehensive child
support enforcement refonm measures,
meluding paternity establishment, state
central registrics of child suppan orders,
unifnern procediores for inerstate cases and
penaitieg, such ag license revoation.
Proserves $50 pass-through of child
suppar? o cosh assistence meinients,

Mazjor pravisions are the same or similer to
Administration bift, except it eliminatey the
$50 pass-through,

Major provisians are the same or similar
to Administration bill, except it
eliminaies the $30 pass-through,

Majuor provisions are the same or similar
to Administration hill, except it
climinates the $30 pass-through.

*

Medicaid
Eligibility __. .

Preserves Medicaid coverage for those
now ehigible for AFDC. Maintginy
transitional Medicaid. )

Preserves Medicaid covemge for thesenow

cligible for AFDC. Maintains transitional
Medicaid.

£liminates guaraniee of Medicaid.. e
coverage for cash assistance recipients,
‘Transitional Medicaid eliminated.

Allows states i either provide Medicaid™
coverage to those eligible under current
AFDC standards (bigher-benefit states
wouid be aliswed o reduce thelr
standards 1o the pational average) or i
thase cligible uader the now cash
assistance propgram standards,

Transizional Moedicaid eliminated.

851 Fer
Children

551 and Magtioaid eligibility would by
restricud s thase children who meet the
medical Usting; Individosl Puncdonal
Agsesnment (IFAY and references i
maladuptive behavior would be repeated.
Far currens recipients eligible under an
IFA, redetermination under new mles must
ocaur befare 11498 - benefits would
contimue at least undil that date,

$%1 and Medicaid oligability would be
restricied to those children who meet the
medica listing; Individual Functional
Assessment {IFA) and references 10
maladaptive behavior would be repealed,

$81 and Medicaid sligibility would be
restricted o children whiy meet the
medical lsting. 1FA and refarances w
maladaptive behavior would be repealed.
Effactive Tanuary 1, 1997, for cument
recipisnts and new applicants, a titred
benefit systeen would be established,
Children who need personal pssisiange tn
order 1o remein 3t home would recuive
100% of the beaefit, Children whiy ment
the Hstings but not the personal
assigtance criteria would recsive 75% of
ihe benedit, ’

Same 88 the Senate bill, exeept for
Medicaid provisions. Effective dare iy
deferred umtil January §, 1993,
Elirninates goaramess of Medicaid
coverage for children receiving SSE

Maintenance of
?inort

The cash assistancy program remains an
uncapped entitlement; the amount of
federal funding provided would depend on
the fevel of state spending.

States would be required to maintain 80% of
FY 1994 spending on AFDC and retated
programs for FYs 1996 - 1999.

States would be required to maintain
75% of FY 1994 spending on AFDIC and
related programs for FY's 1996 « 2000,

States would b required to maintain
T5% of FY 1994 spending on AFDC
and related programs foe FVs [55%4 -
2000, Maintenance of effort could be
reduced 1o £7% through performance
THEASUTLS.

Personat
Hespomsibility
Contragt

tnchudes persunal responsibility contracts
for welflre recipients, under which benefin
would be redused for faiture 1o comply,

Inchidss personal responsibilily contracts for

welfsre tecipients, andor which benefis would

be redured for faituee to comply.

No personsd responsibility contract,

No provision.

Lhild Nutritien

Mo block grants prapoesed. Coataing program
cuts amounting to $4 billlon over 7 years,

Mo mandatory child nutrition black
grants, but permits up to 7 school
mutriticn biock grant demonstrations.
WIC remaing a separsle program. Child
nutrition spemding would be reduced by
gboui $4.3 bitlion over ¥ years.

Provides for schoo! luach block grant
demonsiration, under which the current
entitlemeant for children i maintained:
states would continue o receive the
proportion of administrative coss based
an current law, bot in & biock grant.

Broadurrnps §4 100K 71 F-B1Tmml
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ADMINISTRATION BILL

SENATE BILL (H.R. 4)

CONFERENCE BILL (H.R. 4)

NGA g'%OSAL

{ Child

Same as current law,

Maintaing current entidzment for foster care

and aefoption payrents and for adrainisirative

programs, No Bmding restrictions,

Maintains the ertittament for diseat
payments o families and block grants
administration progrsms. Overall,
reduced mandatory funding by $400
mittion nver 7 years,

Maintains the totitlemcn for direct
paymenis to farnilies and provides a

state option to take foster care, adaption
asgistance, and independent tiving
program 85 a capped catitfement, States
that take the option must continue 1o
mgintain effors &t 100%. Stales must
maintain pretections and standasds

under cusvent baw. - States can reverse - —
their deaigion on a yearly bagsis.

Minor parents woukl be requined to live in
& duilt supervised environment and
participate in education and training
sotbvities. States woubd have the option to
and penalties to encourage teen parents 10
complets high schoot and participate in
parenting activities, The Secretzzy of
Hezlth and Human Services would
cstablish s Narlonal Chesringhouss on
Adolzsoent Pregnanyy,

in order to receivy assivianes, unmerried minor
parents would be required to live with an adult

or in an sdult-supervised setting and

participate in educational or {reining setivities.

Same as the Senate bill.

Sarne a8 the Senate bill

The Administration proposal would
schizve savings in federal funding for food
starmips by reducing the standard deduction,
satting the maimum aliotment equal v the
Thrifty Food Plan, and counting encegy
assistance as income. [n addition, single,
chitdiess adults would be reguired to work
par-tise o participate in smployement and
training activities unless the sigte cannot
provide oppottunities w partichpats in such
sotivities. Federa! program expenditores
would remain useapped,

The Senate bl would reduce federal fanding

for food stareps by $34 billion over 7 yeurs
{new CBO searing). Able-bodied childless

aduits between 18 and 50 would be inctigible

for Tood stamps afler & months wiless they
wink haif-time or panticipate in a3 work or

training activity. States would have the aption

te recnive food ausistance as a capped Block

grant. States that chooss 1o implernent a binck

grant woold be required 10 use 80% of the
funds for nutrition asyistanes; the remzining

fimds could be used for sdininistentive costs or

transferred o work-related programs.

The Conference bill wosld reduce federal
funding for food stamps by 527,53 billion
over ¥ years (new UBO sooring) Able-
nadied childless aduizs hetween 18 and
30 wovld be required to participate in
workfare or employment and training
progrvn as ¢ condition of eligibiity. An
optional food stagmp block grant would
be wvzilzble to states that have a by
implemented EBT system or meel cerain
paymeat accuracy standands. States
choosing block grants would be required
10 muet spesificd reguirement, and would
have to restrict henefits to illegal
immigrants,

Same as Conference hill, eictpt for the
Senale provision which resuthorized the
Food Stamp pregram in its current
wncapped entitlement form, Also adopy
Senate provision W seduce and fregze
the standard deduction,

] Pratection an
1 ¥ Adepticn

%

#

| Teen Parent
Provisions

*
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ADMINISTRATION BILL SENATE BILL (H.R. 4} CONFERENCE BILL (HLR. 4) NGA PROPOSAL
I migrams Extends deeming antil sitizenship ander Kiost kegel irmenigraats ineligible for S5 Mast fegal immigemts incligible for 881 | N policy pesition.
SSE AFDC, angd Food Stamps; makes funire mmigrants ineligible for 5 years for wred Food Stamps; future immigranis
affidevis of support legally binding; and most othier federal nends-based prograns. ineHipiite for § vears for most other
creates = more nartow definiion of slizn Swnes provided the option to deny most federal mreds-based programs. States
olipibility under 881 AFDX, and assistance o curres and future immigrests. provided the option o deny most
Madicaid, Extends deening wr § years for guirent asgistunee 1 current and fulure
inunigrants; $0 quarters for futare immigrents, | kmumigrams. Exxends deeming to
even if they becomae naturalized citleens; and cittzenship; and makes affidavits of . i .
—_ S— makes affidavits of supporn legally binding support legally binding until the™
T h ) until 40 qualifying quarters (for future’ immigrant attains citizenship (for future
sponsors/immigrants). Creates narrower sponsmrsfinemigrants), Creates a
definition of alien eligibility {compared to narrower definition of alien cligibility
Administration bili} and imposes new {earnpared (o Administration bill) and
verification requirements on most federal and | imposes sew verification requirements
Stale PrOgInms. on virtually all federel, state, and tocal
programs. Reguirss 8SA, state welfare
Virtuslly alf foders] benefit progroms would be | and joced housing agencies 1o repont o
required to verify the eitheenship or alienage INS guarterly sy information regarding
stafus of cvery apphicant, SX0ept emergency individuals whao they know arein the -
Medicaid, schowi lunch, WIL, shon-tomm L8, unlawfully,
disaster relief, and paklic health assistance for
inumunizations and treamment of communicable
’ diseases, A new, much more narrgw
' definition of “quahificd” wlien wonld deny
fedaral benefits to those immigrants not
“oraalified.”
881 for Drug Denizs 881 elipibility (and consequently Effective January 19%7, individusls with 2n Mo provisiuns, Mg provishns.
Addiciz snd Medicald sligibility) to individuals whose | addiction material 1o the finding of o disability
Alroholies sleoholism or drug sddiction waonld be wonld no loager be oligibie for $51 and would

muterial 1o the finding of disability. The
provision iy effective immediawly for now
appticants and January 1, 1997 for currens
recipients, Punding for additional
substane abuse treatment in the amount of
530 mithon per year in FYs 1997 and 1998
witaid be added to the Substance Abuse
Prevention and Treatment Bloek Grast,

tuse thelr Medicaid eligibility. Other disablsd
individuals on SSI with a subytante abuse
cundition would be required 1o participate in
irentment as g condition of wligitility and
would be required ta have their benefits paid
through a representative payee. $50 million
for cach of FY's 1997 - 1998 would be
apperopriated for state programs for drug
addicts and alccholics through the Substance
Abuse Prevention and Treatment Block Grant.

KOTES: NGA proposals are summarized frors dralt of NGA policy position; document implies sreas with no explicit VGA provision wonid follow the Conference bill langinge.
Some spending lovels are nod directly comparzbie because CRO baseline was changed in Deceber 1995,
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Summary of NGA Modifications to Conference Agrecment
*** not including 881, Housing, Food Stamps, or Child Nuwrition Programs ***

States would be required to set forth in their State plans obiective criteria for the delivery
of benefits and for fair and equitable treatment.

Hardship exemption from the time limit would be set at 20 percent (up from 15 percent in
the conference agreement).

The family cap would be an explicit State option, rather than a requirement that a State
could opt out of by passing & law exempting 1tself.

The contingency fund would be set at $2 billion {up from the $1 billion in the conference
agreement). States could access the fund by meeting either the unemployment trigger or
a trigger based on increases in food stamp reeeipt. I a State’s food stamp caseload
increased by 10 percent over the FY 1994 or FY 1995 level, the Siates would be eligible
for d{}iia{s from the contingency fund,
States would not be required to maintain 100 percent of FY 1994 effort 1o be eligible {or
the contingency fund. Instead, qualifving States would begin drawing down dollars once
they had met the overall 75 percent maintenance of effort requirement. In addition, States
would be eligible for an additional $4 billion in child care funding {over six years)
regardtes:s of their level of State effort,

|-
Cash bonuses equal to 5 percent of their block grant amounts would be awarded to States
that exceeded specified employment-related target percentages. The dollars for the
bonuses would be in addition to. rather than taken from within, the block grant,

Work Requizements
{

— , s
Individuals leaving welifare for work would be counted toward the participation rate.

Individuals (including those in twe-parent families} would be required to participate 25
hours per week in fiscal year 1999 and thereafter (as opposed o 30 in FY's 2000 and 200
and 35 thereafter for single-parent families and 35 throughout for two-parent families).
States would have the option o himit hours of participation 10 20 for parents of children
under 6.

Job séarch would be an allowable activity for up to 12 weeks {up from the first four
weeks of participation, the limit in the conference agreement ).

Februory 22, 1988 {f5:40pmj t
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i
. Would p;ovida an additional $4 billion 1n child care funding (for a total increase of $3.9
billicn over 6 years); States would not be required to put up a State match or maintain
their FY 1994 level of child care spending in order to access the additional $4 billion,

. Would limit the percenage of CCDBG funds usable for administrative costs to 5 percent
{up from 3 percemt in the conterence agreement),

3

oncitis ;

' The Governors declined 1o take a position on the noneitizen provisions in the conference
agreement. In their February 20th testimony, they suggested that members of Congress
would seon be hearing directly from governors concerned about the issue.

Chid s

}

e Would maintain the open-ended entitlement for foster care and adoption assistance

administratiors and training, as well as maintenance payments. Would allow a State to
receive foster care, adoption assistance and independent tiving funding as a block grant
{mandatory funding) adjusted based on the average national caseload growth rate. Simes
would be able to transfer any arount {fom this capped entitiement into the child

protection block grant for activities such as early intervention, child abuse prevention and
family preservation. States efceting the block grant would be required to maintain current

law protections and standards and 1o maintain fiscal effort at the level of the year prior to
~ clection of the block grant option.

. Would create a Child Protection Block Grant {mandatory funding) from the remaining

- child welfare, family preservation and child abuse prevention and treatment programs

{including CAPTA). States would be required to maintain current {aw protections and
standards under the block grant. _

[ |

Fobragry 22, 1998 {6: Hipm)
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: SUMMARY OF PROVISIONS -
Conference Agreement on Welfare Reform w/ NGA Modifications

*¥* not including SSI, Housing, Food Stamps, or Child Nutrition Programs ***

Block Granting of AFDC and Related Programs: The bill would eliminate all existing
statutory language on the purposes, administration, and requirements of AFDC and
related programs and would replace them with language establishing a block grant.
Programs that would be included in the family assistance block grant are AFDC cash
benefits and administration, emergency assistance, and the JOBS program. A separaie
block grant would be established for AFDC-related child care funds. Current statutory
language on individual entitlements, fair hearings, and other procedural protections for
people wrongfully denied benefits, state financial participation, consistent standards of
need, and \Evhf} in the family is cligible would be eliminated.

[
NGA Mod}ﬁaatian: States would be required to set forth in their State plans
ehjective griicria for the delivery of benefits and for fair and equitable treatment.

Operating Temporary Assistance Programs: States would be required to submit a
state plan cvery two years outlining the provisions of the state's program for the purposes
of providing cash assistance and work services to needy families. Separately, siates
would be required to operate child support enforcement, foster care, and adoption
assistance izmgrams, and would be required to participate in the federal income
Eligibility Verification System.

Time Limit: States would be prohibited from using block grants funds to provide cash
assistance 1o recipieats for a period greater than five years, or less at state option. States
would be allowed to exempt from the five-year time limit up to 15 percent of their
caseload on hardship grounds. Battered individuals could count toward this exemption
cap, but states would not be required 1o exempt such individuals. States would be
permitted to use federal block grant dollars to provide noncash benefits {vouchers) to
families that are ime Linuted. Only cases with an adult would be subject o the time
limit. Child recipients {on the case with an aduit) would also receive assistance for five
years; however, if they qualify as adults they may receive five more years of assistance.

NG A Modification: Hardship exemption fram the time Emit would be set at 20
percent (up from 15 percent in the conference apgreement),

Funding and State Allotment: The Temporary Assistance block grant is estimated o be
$16.294 hillion for cach year from FY 1996 10 FY 2001, Each state would be allotied o
fixed amz}ufnt -- based on expenditures for AFDC benefits and administration, emergency
assistance, ‘and JOBS -- cqual to the greater of: {1} the average of federal payments in

Februgry 72, 1996 {4: 3850} i
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FY 1992-94, (2} federal payments in FY 1994, or (3) federal payments in FY 1995,
States may carry over unused grant funds to subsequent fiscal years. A state could
transfer up to 30% of the cash assistance block grant to one or more of the following: the
child protection block grant, the title XX block grant, or the child care block grant,

Adjustments: A supplemental grant totaling 3800 million over 4 years would be given
i qualifying low benefit, high growth states. Qualifyiog states would include those in
which: (1) the average level of federal welfare spending per poor person is less than the
national average and the rate of population growth is above average; or (2} the level of
federal welfare spending per poor person in FY 1996 was less than 35 percent of the
national average for that year {this would add Alabama, Louisiana, and Mississippi to the
states covered by #1}; or (3) there is extremely high population growth, defined as a
greater than 10 percent increase in population from April 1, 1990 to July 1, 1994 (this
would add Alaska), Only states who qualify in FY 1997 would be eligible to receive
these f'mu:is¥

Maintenanﬁce of Effort: ForFYs 1996 to 2000, states would be required o spend on
state famnily assistance programs an amount equal 1 75 percent of the FY 1994 state
share of the programs block granted under this title or the child care block gramt
(including AFDIC benefit payments and administration, emergency assistance, AFDC-
retated child care, and the JOBS program). States could not count Medicaid expenditures
or other state expenditures used to qualify for federal matching funds. There would be a
doilar-for-dollac reduction in the block grant for fatlure to meet the maintenance of ¢ffort
requirement. To gualify for the contingency fund, states must spend at least 100 percent
of FY 1994 expenditures on programs replaced by the cash assistance block grant. For
additional child care funds, they must spend at a level equivalent te at least 100 percent of
FY 1994 expenditures on AFDCrelated child care.

NGA Modification: States would net be required to maintain 100 percent of FY
1994 effort to be eligible for the contingency fund. In addition, States would he
eligible for ;m additional $4 hillion in child care funding {over six years) regardless
of their levcl of State effort,

!
Performance Bonuses: States that perform well on specified performance measures

-may reduce the 73% state maintenance of effort requirement by up to 8 percentage points,

States would be given a score for their performance on each of four measures: {1} exits
due to empioymcnt (2} recidivism, (3) carnings of recipients, and (4) reductions in the
pereentage of children in the state who receive assistance, For each category, the § states
with the highest score and the § states with the greatest improvement over the previous
fiscal year would be abic to reduce their mamtcnam:c of effort requirement by 2
percentage points. In a given fiscal year, a stale would not be able to reduce its
maiatenance of effort requirement by more than 8 percentage points.
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NGA Modification: Cash bonuses equal to 5 percent of their block grant ameunts
would be awarded to States thaf exceeded specified cmployment-related {arget
percentages. The dollars for the bonuses would be in addifion to, rather than taken
from within, the block grant,

Cantinget}cy Fund: A contingency fund would be established to allow states
experiencing recession to draw down additional funds for their Temporary Assistance
programs. | State spending (by ¢ligible statés) above the FY 1994 level would be maiched
at the Medicaid rate using the dotlars in the contingency fund, Payments from the fund
for any {i ss::al year would be limited 10 20 percent of the state’s base grant for that year.
The fund would be set at a total of $1 billion for the fiscal years 1997 through 2001, To
be eligible for payments from the fund in & fiscal year, a siate’s unemployment rate fora
3-month period would have to be at least 6.3 percent and 10 percent higher than the rate
for the correspondding peniod in either of the two preceding calendar years. A state would
also, as mentioned above, have 1o maintain its FY 1994 Jevel of state effort.

NGA Modification: The contingency fund would be set at §2 billien {up from the $1
billion in the conference agreement). States could access the fund by mecting either
the unemployment trigger or a trigger based on increases in food stamp receipt. Ifa
State’s foad stamp cascload increased by 10 percent over the FY 15%4 or FY 1995
level, the States would be ¢ligible for dollars from the contingency fund,

As noted above, States would not bave to meet their FY 1994 level of effort to
gualify for the contingency fund. Instead, qualifying States would begin drawing
down dollars once they had met the overall 75 percent maintenance of effort
requirement.

1 I
Loan Fund: A revolving loan fund would be established to make loans to states for
emergency funding needs. The lean fund would be set at $1.7 billion, Any state that has
nat had a penalty imposed against it for misuse block grant funds may borrow up 10 10
pereent of 1ts annual grant amount to be used for any activities allowable under the
Family Assistance program, including welfare anti-fraud activities or assistance to Indian
families that move out of the services area of an Indian wibe, Funds must be repaid, with
interest, within three years. The Secretary of HHES would nof have the authority ©
forgive an outstanding loan.

|
Work Program: The JOBS program would be repealed and replaced by a state-designed
work program delivered through a slalcwzd& system. All parents receiving cash
assistance for more than 24 months would te required 10 participate in work activities,
but there are no penalties for not mesting this requirement. Child care would not be
guaranteed {or mandatory work partisipants, However, a state would not be able to
reduce or terminate assistance based on the refusal of an adult to work if the recipient: 1)
is a singlc custodial parent caring for a child age 5 or under; and 2) the parent



demonstr&fatcd an wnability to obtain appropriate, affordable chzld care that 15 within a
rcasonabic distance from home or work,

Participation Requirements: A state's required participation rate for adults in all adult
headed families to be placed in work program activities would be set at:

- 15% in FY 1996;

- 20% in FY 1997;

© - 25%in FY 1998;

- 30% i FY 1999;

- 35% in FY 2000;

- {}% in FY 2001,
- 50% in F Y 20072 and thersafier,

The participation rate for two-parent families wz}zzid be:
— 5{}% in FY 1996

- 75% in FY 1997

- 75% in FY 1998

- 90 % in FY 1999 and {he:reai‘ter

States wou ::1 have the option to exempl families with a chxid under age one from work
rcqunremcnts Individuals who are sanctioned would not be cowited i the denominator
of the p:xrtlmpauon rate. The work participation rate would be reduced by a percentage
equal to the percentage decline in the caseload relative to FY 1993 (not including

~ reductions due to federal jaw or due t changes in eligibility criteria, with the burden of
proof placed on Secretary,) The Secretary could reduce a state’s block grant funding by
ap o 3% (sea section on penalties below) for failure to mect the annual participation
standard. |

NGA Maﬁxficat:oa Individuals Icavmg welfare for work would he counted toward
the ;&amczpa:wn rate,

é
é

{}efi:zitim} of Work Activitiess Work activities would include unsubsidized
employment, subsidized private or public sector employment, on-the-job training, work
exgerience, community service programs, job search activities for the first 4 weeks, and
12 ma;zzhc; of vocational educational training {for up to 20 perce;zz of a state’s caseload),
To count Zz}warfi the participation rate for ali families, individuals would be required to
;}aﬁlczpa% an average of 20 hours per week from FY 1996 10 FY 1998, 25 hours per
week in FY 1999, 30 hours per week in FY 2000 and FY 2001, and 35 hours per week in
FY 2002 and thereafter, Individuals would be required 1o spend at teast 20 hours per
week in WF(:urk activities, To count towards the participation rate for two-parent families,”
mdmduals would bé required to participate a minimum of 35 hours per week, with at
least 30 hours per week in work activities,

%
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NGA Modification: Individuals (including those in two-parent families) wanld bo
required to participate 25 hours per week in fiscal year 1992 and thereafter (as
opposed to 30 in FYs 2000 and 2001 and 35 thereafter for single-pavent families and
35 throughout for two-parent families). States would have the eption to limif bours
of participation to 20 for parents of children under 6.

Job search would be an allowable activity for up to 12 weeks (up from the first four
weeks of participation, the limit in the conference agreement),

i
Child Care Programs: From FY 1997 through 2002, the conference agreement would
provide $6 billion in discretionary funding and $10 billion in mandatory money to fund
child care assistance for poor working families, families on temporary assistance, and
families leaving welfare for work or at-risk of welfare dependency. Overall, the proposal
would increase mandatory child care funding over the period by $1.9 billion relative to
current law, Mo growth would be allowed for discretionary funding, The conference
agreement would require states to maintain their FY 1994 spending ievels to be able draw
down {at the Medicaid match rate) the additional mandatory funding. The conference
agreement would eliminate health and safety protections and specific consumer education
to parents on licensing and complaint procedures and would reduce targeted quality
funding.

NGA Modification: Would provide an additional §4 billion in child care fuading
{far a total'increase of $5.9 billion over 6 years); States would not be required to put
up a State match or maintain their FY 1994 level of child care spending in order to
access the additional 34 billion.

!
Child Support Requirements: States are required to operate a I'V-D program and
provide services 1o 1V-A recipients, Medicaid recipients, children receiving foster care
and adoption assistance under IV-B, former V- A recipients and any family that applies
for services! IV-A recipients are required 10 assign thelr rights to support o the states for
arrears accruing before the family received benefits and while the family is receiving
benefits. Beginning October 1, 2000 the assignment of arrears for support accruing
before the family received assistance will be in effect only while the family in receiving
1V-A assistance or if collected through the federal tax offset program., All other assigned
pre-assistance support collected will be paid to the family. if an applicant or recipients
refuses to cooperate the state must reduce the assistance amount or may deny assistance
to the entire family.

!
State Zacen;ives to Reduce Out-of-wedlock Births: An additional grz;nt would be
provided to states that reduce out-of-wedlock births. In FYs 1998 through 2000, an
additional grant fund (on top of the family assistance block grant amount) would be
established 1o’ encourage states to reduce out-of-wedlock births. A state’s grant amount
would be increased by 5 percent if the state’s tllegitimacy ratio was a | percentage point

R



lower in that year than i1s 1995 diegitimacy ratio; the state’s grant would be increased 10
percent if the itlegitimacy ratio was 2 or more percentage points lower than its 1993
illegitimacy ratio. A state would only be eligible for the bonus if the rate of abortion was
not higher'than the rate in FY 1993, The illegitimacy ratio would be defined as the
number ollout-of-wedlock births that occurred in the state, divided by the number of
births that oecurred in the state for fiscal years for which data is available. Additional
grants would not be awarded if it were determined that the changes in the illegitimacy
ratio were a result of changes in slate methods of reporting and calculating data.

Family Cap: The conference agreement would require states to deny cash benefits to
children born to welfare recipients, unless the state legislature explicitly votes to provide
them. States would be able to provide non-cash benefits {vouchers) to these children.
NGA Modlﬁcatmn, The family cap would be an explicit State aption, rather than a
requ:rement that a State could opt out of by passing a law exempting ifselll

;
Minor Pat}ent Provisiens: Unmarried parents under age 18 would not be eligible for
assistance unfess they: (1) live with a parent, legal guardian, or adult refative or in another
aduli-supervised setting: and (2} panticipate in educational or state-approved training
activities. The state would be required to provide {or assist) in locating an adult-
supervised living arrangement if the minor meets certain criteria, such as having no
parent or being in a situation in which the minor would be subjected 1o serious physical
or cmotiaﬁ%I harm, sexuat gbuse, or exploitation.

H
Penalties: States would subject to the following reductions in their Block grant: (1) up to
a 5 percent reduction for failure to meet the work participation rate, (2) a 4 percent
reduction for faiture to submit required reports, (3) up to a 2 percent reduction for failwre

- to participate in the Income and Eligibility Verification System, (4) up to & 5 percent

penalty for failure to comply with paternity establishment and child support enforcement,
and (5)a 5 percent reduction for any intentional misuse of funds. In addition, for any
misuse of the grant or unpaid loan Gncluding interest), the grant would rextuced by such
amount in the succeeding fiscal year. The payment for any quarter could be reduced by
no more that 23 percent due o a ponalty, penalties would be carried over to subsequent
fiscal years if necessary. The Secretary may waive penalties for cases of good cause.
States subject to a penalty would have the opportunity to submit a corrective action plan
prior o the imposition of a penalty. If a corrective action plan were submitted, the
penalty would be deferred. If the violation were not corrected in a timely manner, some
or all of the penalty would be assessed.
Evaluations and Data Collcctions: States would be required to submit monthly
disaggregated case record data on the characteristics of families receiving assistance.
This includes the number of adult and child recipients, demographic characteristics of
adults, the amount of cash assistance provided, mubltiple program participation of
famibies, child care usage, case closures due to employment and ke limits, and data
needed o cagcuiatc participation rates.

|
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1
%15 million would be authorized for cach of FYS 1996 to 2000 for research and
evaluation. $0% percent of these funds would be allocated to state-initiated studies of the
welfare system (federal funds would cover 90% of the costs of these studies) and 1o
compiete evaluations of approved state waivers that are cantineed after October §, 1995,
The remaining 50% of the funds would be used for federal studies of the benefits, effects,
and costs of state programs and for the development and evaluation of innovative
approaches to reducing welfare dependency and increasing child well-being. The Census
Bureau would receive $10 million in cach of FYS 1996 to 2000 to evaluate the effect of
the wcifazza reforms through surveying 4 randor sample of recipients and other fow-
income populations as appropriate,
A.i:stincnée Education: $75 million per year would be drawn from the Maternal and
Child Health Block Grant for an abstinence education program.

State Flexibility: While the Temporary Assistance program must be in effect statewide,
states would determine all niles relating to benefit levels and eligibility eriteria.
However, states would not be required to provide benefits to all those who meet
eligibility requirements if, for instance funds fall short. States would be allowed o use
bloek grant funds in any manner that is reasonably calculated to accomplish the purpose
of the i};ii At the samge time, the Scoretary is prohibited from regulatmg the conduct of
the states Or enforcing any provision beyond what is specified in the bill. States would
set the cmxcmi for child care assistance under their Family Assistance programs” A 15
percent cap would be placed on administrative expenditures. Spending for information
technology and computerization needed to implement the tracking and monitoring
required bjy this title, however, would be excluded from the limitation.
Contracting Services To Religious, Charitable, or Private Organizations: The
conference agreement follows the Senate provision -- states could contract to religious,
charitable, or private organizations under Titles §, 11, and X (that permit contracts with
organizations or permit certificates, vouchers, or other forms of disbursement of
assistance to beneficiaries). States could require organizations 1o form a separate,
nonprofit corporation to administer the assistance program, but arganizations would not
be required to alter their form of internal governance or remove refigious art, icons, or
other symbols. An individual would have the right to object to receiving assistance from
a religrous provider and the state would be required to provide comparable assistance
from an alternate provider. Such organizations could not deny services to individuals on
the basis of religion, religious belief, or refusal to actively participate in a religious
practice, however these organizations providing assistance could require that employees
readering s services adhere to the religious tenets and teaching of such organizations, a5
well as Imy rules of the organization regardirg the use of drugs or alcohol. No funds
provided to such organizations could be used for sectarian worship or instruction, and
organizations would be required o adhere (0 specified auditing principles for use of funds
under this program. The conferense agreement specifies that state constitutions could not
be overmidden by these provisions,

;
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» Annual Ranking of States:, The HHS Secretary would be required to rank states
according to changes in: out-nfewedlock birth rates among recipients of cash assistance,
reductions in welfare dependency, and diversions from recgiving cash assistance. These
rankings are in addition ¢ the requirement to rank states according to their success in
placing recipients in long-term private sector jobs. No penalties of incentives are
attached Lf:;; these rankings.

. State Plans: Each state would be required to make available to the public & summary of
its state plan which outlines the provisions of the state's program under the block grant.
States w{mfd be required to consult with local governments and private sector
arganizations regarding the plan and design of welfare services. These organizations
would have 60 days to submit comments.

. Waivers: With respect to the right of states to terminate their waiver demonstration
projects or continue o operate them, states would have the authonty to continue some
individual waivers that were granted as part of the waiver demonstration project, while
erminating others, States that opt o terminate waivers would be held harmless for any
accrued cosis if they terminated the waiver by January 1, 1996 - these states would be
required tosubmit a report summarizing the waiver and any mformation concerning its
effects. States that continue waivers would be liabie for any cost overruns, The amount
of block grant funding awarded o a state is not impacted in any way by whether they
choose o gﬁep waivers under the existing laws.

. Provisions for Indian Tribes: For FY 1997 through 2000, the Secretary would provide
a family assistance grant 16 each Indian tnbe that had an approved family assistance plan.
This amount would be deducted from the refevant state’s family assistance grant. These
grants would be set based on the amount of assistance that was received in FY 1994, In
FY 1996, assistance would be received through their state’s block grant. In addition,
$7.65 million would be made available to provide work program activities for each fiscal
year, from FY 1996 untl FY 2000, 1o Indian Tribes that operated a JOBS progeasy in FY
1995, The Secretary would establish, with tribal panticipation, work rates, time hmits,
and penaities applicable to each tibal assistance program.

. Denial of Benefits for 10 Years to Thost Found to have Fraudulently
Misrepresented Residence in Order to Obtain Benefits Simultanecusly in Two or
More States: An individual would be ineligible 1o receive cash assistance or SSI
benefits (under Title I1) for a period of 10 vears foliowing the date of his/her conviction
for making'fraudulent statements for the purpose of receiving benefits under public
assistance, le;:dicaié, Food Stamps, or the $S1 program in two or more states.

! ‘ :

. Disclosure of Use of Federat Funds: Organizations which accept federai funds would
be required (o include a statement of that fact in any advertising intended 1o promote
public support or opposition © any policy of a federal, state, or local government.

Felirwmry 22, 1994 _!'é:.ﬁ\'%'pm,}



Displaccn‘icnt Provisions: The amendment revises the displacement provisions t©
stipulate that they do not preempt or supersede any other state or local law that provides
greater protection for employees, 1t also clarifies existing language which requires that
no adult recipient be assigned to a position where the employer has terminated the
employment of a regular employee to create 3 vacancy.

Centralized Support Order Registry and Collection Disbursement: States would be
required 10 reconrd sl child support orders 1n an automated state central case regiatry and
collect and disburse child support payments using an automated centralized collections

“unit, States would then be able to monitor child support payments and take automatic

enforcement actions when payments are missed. The registry would also contain
informatipn on all other pending paternity and award establishment cases that are
provided services through the Child Support Enforcement system.

Reporting of New Hires: States would be required 1o establish a Staie Directory of New
Hires. A National Directory of New Hires would be esiablished within the Federal Parent
Locator Seevice. Employers would be required to report information on each new hire to
the state directory. Fatlure to do 36 would result in a penalty less than 325 for each
unreported hire. Each State Directory of New Hires would be required to conduct
automated i‘natches of new hires against the state central support order registry. States
would alse be required 1o report their new hire information to the National Direciory of
New Hires, The National Direciory would be required to match these records with
records fmfn other siale central support order registries, Employers would be required (o
withhold wages for any employee for whom a match occurs.

Interstate :Zhild Support: States would be required to adopt, with a few modifications,
the Uniform Interstate Family Support Act (UIFSA). States would be permiited to
enforce interstate cases using an administrative process. The Secretary of HHS would be
reqquired to issue uniform forms for use in enforcing child support in interstate cases,

Caoperation and Good Cause: Individuals who apply for or receive assistance under
the Temporary Family Assistance Program would be required to cooperate with child
support enforcement efforts by providing specific identifying information about the non-
custodial parent as required by the state. The child support agency would determine
whether individuals had cooperated and good cause exceptions could be apphied. At state
option, good cause could be determined by the Title [V-A or XXI agency. Appropriate
reasons for determining good cause are provided in the bill. ,
Paternity ﬁ}staiﬁishmmﬁ States 'would be required to have a variety of procedures
designed to expedite and improve paternity establishment performance, States would be
required to publicize the availability and encourage the use of procedures for voluntary
{:ﬁ&%}i%shmiﬁz of patermity and child support. States could not require signing a voluntary

{
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. aciwow}ei:igmem as a condition of eligibility for receipt of IV-A benefits. The paternity
establishment performance standard would be increased from 75 percent 1o 90 percent,
States havc the option of using {m}} non-marital IV-D cases or all out-of-wedlock births
in the statle in computing its performance.

. Funding and Performance Based Incentives: The existing system of incentive
payments would be replaced with a new system developed by the Department of Health
and Human Services in consultation with state child support durgetors. The existing
incentive structure would be used to pay the states through frscal year 1598,

Distribution and Pass-Through Policies: The $50 pass-through for AFDC families
would be eliminated. The state could pass through to the family any amount of child
support, however, the entire amount of the pass-through would have to be financed by the
s stale. Beginning October 1, 1997, former assistance recipients would receive all child

support owed 1o them for periods after they stopped receiving assistance, before the state
could apply arrearages to IV-A assistance recoupment with the exception that collections
of assigned suppont eollected through the tax-offset system would continue (o go to the
state first. Beginning October 1, 2000, all pre-assistance arrears assigned to the state
wauld go o the family after they no longer receive assistance before the state could
recoup support pavments it was owed for the assistance period wit the exception that
collcctions of assigned support collected through the tax-offset system would continue to

. go to the state first. The federal government is required to maintain each state’s share of
IV-A collections at it's FY 1995 fevel (reduced by amounts the state saves by elimination
of the $50 pass-through}.

. Establishment and Modification of Support Orders: States would be required to
review and, if appropriate, adjust all child support orders enforced by the state child
support agéncy every 3 years if requested by the parents (or the state if there is an
asagnment), States could use autormated means to accomplish review and adjustment by
using either child support guidelines, applying a cost of living increase to the order and
giving the partics an opportunity to contest, or by showing a change in the circumstances
of the partigs. Upon the request of a party, states could also review and, upon a showing
of change in circumstances, adjust orders according to the child support guidelines.

» Enforcement of Child Suppert Orders: In addition (¢ the establishment of a new hire
reporting direciory to assist in the enforcement of child support orders, all child support
orders ssued or modified before Ociober 1, 1996, which are not otherwise subject to
Hneome Wt{hho ding, would be immediately subjest 1o wage withholding if arrearages
oceur {wnhouz the need for a judicial or admxmszmzzv& hearing}). The Secretary of
Deferise would be required 1o establish a central personnel locator service that contains
the addressiof every member of the Armed Services (including retiress) and make this
information available to the Federal Parent Locator Service. Various enforcement tools
would be included, such as providing states the suthority 1o revoke or suspend driver's

. Heenses, prﬁfessional and occupational licenses, and recreational licenses of individuals
pwing overdue support; and demal of passports for nonpayment of child support.
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Visitation and Access Grants: Grants would b;: made to states for access and

visitationg:related programs.

Enfarcement Affecting Grandparents: States have the option of imiposing child
support obligations on grandparents in cases when both parents are minors and the
custodial parent is receiving benefits under title [V-A

Denial of Benefits for Fugitive Felons and Probation and Parole Viclators: An
mdividuat i in viotation of parole or probation, or after conviction for a erime would be
incligible a{; receive cash assistance or 881 benefits {under Title I}, The agency
administering benefits would be required to provide relevant information to appropriate
law enforcément officials.

Dizclosure }}{ Use of Federal Funds: Organizations which accept federal funds would
be required 1o include a statement of that fact in any advertising intended to promate
public sappom or oppasition to any policy of a federal, state, or local government.

Effective Bate: States would be allowed to continue the current AFDC program for nine
months following the date of enactment. :

Legal Immigrants Incligible for SSI snd Food Stamps: Most legal immigrants would
be ineligible for SSI and Pood Stamps, including the severely disabled and current
recipients after 1/1/97 (narrow exceptions for: certain refugees, asylees and persons
whase deportation has been withheld; veterans; and persons who have worked 40
qualifying quarters to be fully insured under title If of the Social Security Act).

Legal Imanigrants Ineligible at State Option: States would have the option to deny
most legal immigrants assistance under the AFDC, Medicaid, and Social Services block
grants, including current recipients after 1/1/97 (subject to the same narrow exceptions
above). In addition, state and focal governments would have the option o deny most
legal imumigrants any means-tested benefits they provide, including current recipients
after 1/1/97 (subject to the same narrow exceptions above),
Future Immzigmntﬁ Ineligible for Means-tested Programs: Legal immigrants entering
after date of enactment would be incligible for any federal means-tested program for 5
years after their entry (narrow exceptions for: certain refugees, asylees and porsons
whaose fii‘:;}oﬁatlcn has been withheld; and veterans). The foliomng spectfic programs
would be exempted from this eligibility bar: emergency ! Medicaid, unless a state decided
to deny emergency medical services 1o these immigrants under the Medicaid block gramt;
short-term disaster relief: school lanches; WIC; immunizations, and testing and treatment
for cammunic%abie diseases; {oster care (if foster parents are not recent immigrants);

1
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clementary and secondary means-tested programs, and post-secondary programs {e.g.,
student loans); and other programs at the discretion of the AG if they (i) deliver in-kind
services at the community level, {ii} do not condition assistance on individual recipient's
income, and {iii} are necessary for the protection of life or safety (e.g., soup kitchens,
crisis counseling and intervention, short-term shelter).

Deeming: Deeming until citizenship would be applied to immigrants who signed new
legally binding affidavits of support under any federal means-tested program, with the
same programs exempted as above, minus the exempiion for elementary and secondary
means-tested programs. State and local means-tested programs would be allowed o
apply the same deeming rules to future immigrants, subject to the same program
exemptions as under federa! rules,

Citizenship and Alien Verification Requirement: Virtually all federal, siate, and local
benefit programs would be required to verify the citizenship or alienage status of every
applicant, including the school lunch program, WIC, Maternal and Child Health Block
Grant, Social Services Block Grant, Head Start, elc., and similar state and local programs,
A new definition of “qualified alien” would deny any federal, state, or local benefit to -
those immigrants not defined as "qualified”. The only programs exempied from these
new requircments are: emergency Medicaid unless a state decided 1o deny emergency
medical services to these immigrants under the Medicaid block grant; short-term disaster
relicf, immunizations, and testing and treatment {or communicable diseases; certain
housing programs if the alien is currently receiving assistance; and other programs at the
discretion of the AG if they (i) deliver in-kind services at the community level, (it} do not
condition assistance on individual recipient’s income, and {iii} are necessary for the
protection of life or safety (e.g., soup kitchens, crisis counseling and intervention, short-
term shelter). States would be allowed to opt out of this requirement only through
enactment of a state law that affiematively provided eligibility o such “non-gualified
aliens”.

H
Heporting %{eqniremeﬁtz State agencies implemaenting the AFDC block grant and siate
SS1 supplements, the Commissioner of Social Security in carrying out the SSI program,
and the Secretary of Housing and Urban Development and public housing agencies,
would be required to report to INS information regarding individuals who they know are
in the U.S. untawiully. In addition, no state or local government would be allowed to
prohibit any-offictal within its jurisdiction from sending to or recetving from the INS
information regarding the immigration status, lawful or unlawful, of an alien in the U.S.

!

{seneral Note: The Mcdlc:ald Block Grant created by the Reconciliation bill would aik}w states
troad'latitude in LhOOSll‘l}, which services to provide (including emergency Medicaid) ahd which
persons to cover {including legal immigrants). Thus, while the Reconciliation bill provides an
additional $3.5 billion for the provision of emergency Medicaid to iffegal eliens as an incentive
1o certain states to p'rmridez that coverage, the interaction of the block grant provisions with the
immigrant eligibility provisions gould lead w legal immigronts being denied both regular and
emergency Medicaid, particufarty those future immigranis who are mandated ineligible for

3
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reguiar Medicaid for 5 years after their entry. This could lead to an acute Tunding crisis for most
public hospitals in commumties with large numbers of immigrants.
1

i
NGA Modification: The Governors declined to take a position on the noncitizen

provisicus in the conference agreement. In their February 20th testimony, the
Governors suggested that members of Congress would soon be hearing directly
from governors concerned about the issue.
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The Sceretaries of Education, Health and Human Services and Labor are required to reduce their
Department’s workforces by the difference between the number of positions needed to
administer the affected programs prior to the effective date of the welfare reform bill and the
aumbper required to administer the programs afier the effective date. The Secretary of HHS is
specifically required to reduce the number of full-time equivalent positions at HHS related to the
AFDC program by 245 and the nwmber of managerial positions by 60.

. Foster Care and Adoption Assistance Maintenance i’aymm{s: The conference
agreement would retain current law for title IV-E foster care and adoption assistance
mainicnance payments, continuing them as an open-ended entitlement for eligible
children, Under current law the federal government provides a portion of the room and
board costs for cach eligible child in foster care or in a subsidized adoption. Eligibility i3
derived from (1) the chitd’s placement in foster care or in a subsidized adoption and (2}
from the income of the Tamily from which the child was removed.

. Child Protection Black Grant: The agreement would cstablish a block grant that
combines {1} the open-ended entitlement for title IV-E foster care and adoption assistance
chiid placement services, administration and teaining, (2} the capped entitlement for the
ttle 1V-B Part 2 Family Preservation and Family Support Program, (3) the capped
entitlement for Independent Living services and (4) discretionary funding for the title IV-
13 Part | Child Welfare Services Program. This block grant includes both mandatory
funding and a discretionary component and would be distributed o states according to a

furmula based on states' past funding under the programs being combined.

It order to be eligible to receive funds, sach state must submit a description of its child
profection program and must make a series of certifications to the Secretary of HHS.
Thesc certifications include that the state has a child abuse reporting law; that a series of
procedures are in place for receiving, investigating, aid following through on child abuse
and neglect reports, that reasonable efforts will be made 1o address families’ problems
before children are placed in {oster care, and that the state bas an independent living
program. Onag of the certifications cach state must make s that if is operating i3
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statewide information system, case review system, and preplacement prevention services
program “to the satisfaction of the Secretary.” No authority is provided, however, by
which the Secretary may assess whether states are fulfilling their obligations.

The effective date for the block grant would be October 1, 1995, exeept that states could
choose t0 continue operating under carrent law until June 30, 1996,

Child Protections: Language regarding child protections, now contained in sections
427 and 427 of the Social Security Act, would be maintained, although two current-law
pratections would be eliminated: the requirement that children must be placed in licensed
foster homes, and the requirement for fair hearings. There does not appearto be a
mechanism through which the protections could be enforced, however. The Secretary
wauld not have the authority to review individual children’s records to determine whether
the state has complied with protections, nor would she have the authority 1o review the
subssiance behind state certifications - 1.¢. 2 state may certify it has procedures in place,
but there is no authority to verify that those procedures have been followed or to take
action if they have not.

i

|
Voster Care Citizen Review Panels: The bill would require that each state establish at
least three citizen review panels to review specific cases in order to determine whether
state and iocal agencies are operating their child protection systems in accordance with |
their state plan and with their stated child protection standards. These review panels are
required to make their findings public, i:mt have no enforcement authority 10 address
inadequacies.

Bock Grant for Child and Family Services: The bill would amend the Child Abuse
Prevention and Treatment Act (CAPTA) to create a Child and Family Services Block
Grant. This black grant to States would replace both titles of CAPTA (including the
Basic State Grant program and the Comrounity-Based Family Resource Program), the
Adoption Opportunities Act, the Abandoned Infants Assistance Act, the Temporary Child
Care and Crzszs Nurseries program and the McKinney Act Family Support Centers
?reg,ram A smali portion of funds would be reserved to support Federal research,
dcmz}%iratlofi, tratning and information dissemination activities.

Linder the Child and Family Service Block Grant, all of the funds except those reserved
for research, demonsiration, training and information dissemination, would go in a single
block grant to stalc agencies. Currently, these funds go to a range of Iocal, State and

. Community-based organizations,

Funds under iihe Child and Family Services Block Grant could be used by States, to:
improve child protective services systems; support the development and operation of
community-based family resource and support programs; facilitate the elimination of
barriers to adoption; prevent the abandonment of infants and respond to the needs of
children who are drug exposed or inflicted with AIDS; carry out any other activities as
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the Secretary determines are conststent with the Act. To be eligible to receive funds, a
Siate must submit to HHS a plan every three vears that has the same clements as the plan
for the Child Protection Block Grant described above.

Funding would be subject to annual appropriations, $230 million is authorized for the
Child and Family Services Block Grant In FY 1994, and such sums as necessary for fiscal
years 1997.2002. For a comparison o actual appropriations levels, the FY 1995
appropriations for the programs cumbined into the block grant amount to $117 million,
while the House FY 1996 appropriations bill now pending in Congress would provide
approximately 371 million. From the amount appropriated, 1 percent would be reserved
1o provide grants and contracts to lndian tribes and Tribal Organizations. Twelve (12)
percent would be available to suppornt discretionary activities, with 40 percent of this
amount targeted to demonstration grants. '

Data Caiiectmu and Reporting: Current stamtory language authonizing the Secretary to
volfent data is repealed. Instead, the statute specifies a list of case-lgvel data elements that
States would be required 10 submit biannually (the managers’ report suggests that this
means every 6 months) and aggregate data elements that they would be required to
submit annually, with an option Tor States to collect the data from samples. Some
provision is made for the collection of additional information required by the Secretary
and agreed £<3 by the thajority of the States and for ensuring & smooth transition from
current dawlcolieczzon under the National Child Abuse and Neglect Data System
{(NCANDS;} and the Adoption and Foster Care Analysis and Reporting System
{AFCARS).|

Driscretionary Activities: Funded through a 12 percent set aside i the Child and Family
Services Block Gramt, the bill would autherize the Secretary to award grants and contracts
to conduct research, demonstration projects, training programs and to operate a
clearmghouse on child abuse and neglect. Permissible demonstration projects include
adoption opportunilics projects and family resource programs. Under likely
appropriations scenarios, the funds available for all discretionary activitics would be
approximately 38 million, of which $3 million would be targeted to demonstration
projects. By comparison, current discretionary spending totals approximately $6!1 million
under the legisiative authorities combined 1inte thig block grant.

National Rasdom Sample Study of Child Welfare: This Department is reguired 10
conduet this specific study, for which $6 million per year in mandatory funding is
provided, La:ﬁguage describing the study is the same as was inciuded in the House bill.

Intercthnic Adoption: As in the House bill, the Metzenbaum Multiethnic Placement Act
ts repealed and reformulated. These provisions prohibit states from denying or delaying
foster care or adoptive placements on the basis of race, color, or national origin.
Replacemem language eliminates provisions in the current faw that (1) allow states to

songider the ";{ﬁc cultural, ethnic, or racial background of the child and the capacity of
i .
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the prospective foster or adoplive parents to meet the needs of a child of this background
as one of a number of factors used to determine the best interests of a child,” and (2) that
require states to make diligent efforts o recruit adoptive families that reflect the diversity
of ¢hil (Ererz needing adoptive famities. The penalty for noncompliance with the
mfezmzzlaicd provision is 10% of the Child and Family Services blocic grant (0 the state.
Additional Reauthorizations: The bill would reauthorize the Family Violence
Prevention and Services Act, Missing Children's Assistance Act, and grants for
improving investigation and prosecution of child abuse, In addition, the authorization for
Children‘§ Advocacy Centers, contained tn the Victims of Child Abuse Act, is extended.

NGA Maodification: Would maintain the open-ended eptitlement for foster care and
adopiion assistance administration and training, as well a3 mainicnance payments,
Would allow a State to receive foster care, adopfion assistance and independent
living funding as a block grant {mandatory funding} adjusted based on the average
national caseload growth rate. States would be able to transfer any amount from
this capped entittement into the child protection block grant for activities such as
carly intervention, child abuse prevention and family preservation. States clecting
the block grant would be required to maintain current law protections and
standards and to maintain fiscal effort at the level of the year prior to clection of the
block grant option.

NGA Modification: Would ereate a Child Protection Block Grant (mandatory
funding) from the remaining child welfare, family preservation and child abuse
prevention and treatment programs {including CAPTA). States would be required
to maintain current law protections and standards under the block grant.

]q!,[‘! E I{ll! Cl ‘l’ Q
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Block {;rautmg HHS Child Care Programs: The three child care programs authorized
under Title1V-A of the Social Security Act would be repealed. These are: 1)
AFDCAOBS Child Care program, an entitlement program which guarantees child care
assistance to AFDC families who are warking or in training; 2) Transitional Child Care
program, an entitiement program which guarantees child care assistance forup to 12
months 10 AFDC recipients who earn their way off the welfare rolls; and 3} At-Risk
Child Care program, a capped entitlernent which pravides child care assistance to
families at risk of becoming welfare dependent.

3
Funding: Under the Child Care and Development Amendments of 1995, from FY 1997
through 2002, $6 billion in discretionary funding-and $10 billion in mandatory funding
would be available for child care assistance for working poor families as well as families
on Temporary Assistance, transitioning off or at-nisk for welfare dependency.
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Diseretionary funding of $1 billion per year for six years would be allocated based on
CCDBG formula. Fach siate would also receive the amount of funds it received for chiid
care under all the child care entitlemient programs currently under Title [V of the Social
Security Act (AFDC Child Care, Transitional Child Care and At-Risk Child Care) in the
1994 fiscal year, or the average amount of funds received for these programs from FY
1992.FY 1994, whichever is greater. The programs combined provided approximately
$954 midlion in mandatory child care funding for the states. The mandatory funds
remaining after state allocations would be distributed among the states based on the
formula currently used in the Title IV-A At-Risk Child Care grant. States must maintain
100% of state effort and provide matching funds in the amount of the FY 1994 state
Medicaid rzg{e to receive these additional funds.
NGA Modification: Would provide an additional 34 billion in child care funding
{for a total increase of $5.9 billion over 6 years); States would not be required to put
up a State match or maintain their FY 1934 level of child care spending in order to
access the additional 54 billion.

i .
The heaith al,nd safety protections and spectfic consumer education to parents on Heensing
and complaint procedures in CCDBG are eliminated. The targeted quality set-aside is
reduced to 3 pereent of total funds available and the tribal set-aside is reduced 1o |
percent of the total,

i
The conference agreement climinates the flexibility that the Senate amendment would
provide 1o staics to help parents with young children meet the work participation. It
would eitminate the state option to excmpts parents with children under one from
working, and the option to allow parents with children under six to work part-time.

|
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Talking Points
NGA Resolution on Welfare Reform
: February 6, 1996

Ag the President said in his speech to the NGA this moming, real welfare reform roust
require work, promote family and responsibility, and protect children. The governors' resolution
reinforces what the President has said all along - that the conference report he vetoed fell short
of real welfare reform, and must be improved.

The Admini-tration is pleased with the NGA's recommendations in several areas of
promoting work and protecting children -- substantial increase in child care funds, a better
contingency fund, a substantial performance bonus, equal treatment for recipients, reductions in
the overall level of savings, provisions on SSI children’s disability programs, increasing the
hardship exemption, improving the work requirements, and making the family cap a state option.
The Administration continues to have serious concerns about other important issues -~ including
child welfare, Food Stamps, school lunch, maintenance-of-effort, and benefits for legal
imnigrans.

The NGA resolution suggests valuable improvements over the conference report and the
Senate bill in several key arcas that are priorities for the President:

Child Care -~ The NGA resolution calls for adding $4 billion {or child care to the
conference repott, which is $5 billion more than the Senate bill, Senatar Dole acknowledged the
need for more child care money tn his speech to the NGA this moming. The Administration
believes, however, that states should maich this additional child care funding, and maintain
current guality standards.

Contingeney Fund -- The NGA called for doubling the contingency fund to $2 billion,
and providing un additional trigger based on Food Stamps popuistion. The Administeation has
made additional suggestions to strengthen the countercyclical mechanism of this provision.

Performance Bonus - The NGA endorsed additional funding for a 5% performance
bonus to reward states that meet the work requirements - a key provision that the President has
long championed and that was a centerpiece of the Daschle-Breaux-Mikulski bill. Thisisa
significant improvement over both the conference report and the Senate bill.

Equal Treatment -- The NGA resoletion includes an important requirement that was not
in either the conference report or the Senate bill, to ensure that states set forth objective criteria
for the delivery of benefits and fair and equitable treatment. '

851 Disabled Children - The NGA resolution adopts the §81 children provisions of the
Senate bill, but moves back the effective date a year, 1o 1998, '
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The NGA resolution recommends other important changes that are similar to the Senate
bill:

Work ﬁ&qaimwcuzs - The NGA resolution adopts work requirements and state
flexibility similar to the Senate bill, which will somewhat reduce state costs of running work

programs.

i'
Hardship Exemption -- The NGA resolution endorses the 20% hardship exemiption in
the Senate bill for recipients who reach the five-year limit. The conference report had reduced
this provision to 15%.

Family Cap -~ The NGA resolution endorses the Administration policy that states should
decide for themselves whether to limit benefits for additional children bom to parents on welfare.
Like the Senate bill, the NGA would make the family cap 2 state option -~ rather than a
mandatory provision with an opt-out, as the conference report included. .

Overall Savings -- The NGA resolution cuts more deeply into Food Stamps than the
Administration's balanced budget plan -~ at levels decper than the Senate bill. Because the NGA
resolution calls for additional spending on child care, the contingency fund, and the performance
bonus, its overall net savings are slightly below the Senate bill but still.considerably higher than
the Administrz{uim‘s balanced budget plan,

The Administration continues o have serious reservatipns about some other provisions in
the NGA resolution: » . .

Child Wellare -- The Administration has strongly opposed block granting child welfare.
The Senate bill maintained current law in this area. The NGA resolution would allow states the
option to block grant certain programs,

Food .‘Stamps -- The NGA resolution fails to criticize certain Food Stamp provisions of
the conference report which the Administration has strongly opposed, including the state option
ta block grzmt; Food Stamps and the arbitrary cutoff of able-bodied childless adults,

Schoo! Lunch « The Administration has strongly opposed block granting the school
lunch program. The NGA resolution would maintain the entitiement for children, but block
grant administrative costs,

Maintenance-of-Effort -- The NGA resolution is silent on the issue of maintenance-of-
effort. The Administration strongly favors the Senate proviston of 80% maintenance-of-effort,
rather than the 73% requirement in the conference report. In addition, the Administration
opposes the Conforence provisions that enable states to transfer funds out of the block grant for
other parposct:s,

Imigrants -- The NGA resolution is silent on the question of benefits for legal
immigrants. The Administration's balanced budget plan requises deeming until citizenship. The

1
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Administration strongly opposes the leve! of immigrant cuts in the conference report and the
Senate bill.

Medicaid -- While details have not yet been provided, the NGA resolution on Mediaid
suggests that welfare recipients should continue to be guaranteed health coverage. The Senate
hill maintains this link between welfare and medicaid, but the Conference report broke it.
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1
Palicy Concerns in NGA’s Modifications to the
Confercnce Agreement an HLR. 4 -

{hild Protection ;
i The bill allows states the option to block grant foster care, adoption assistance, and independent
living assistance. This provision was not hwluded in the Senate bill
i N

. | :
2. Eligibility for federal matching fimds for foster care and adoption assistance maintenznce payments

is based on prwwelfare reform AFDC criteria which is likely to be burdensome to states unless
additional! ﬁex:tn ity 18 provided. .

Medicaid

1. The MGA! proposal would not maintain madical assistance coverage for those currently aligible,

csp:::c;iz«zl[yI mothers (non-pregnant) and teenage children.
[
Faod Stamps
L. The bill would make deep cuts in food stamp benefits over seven years. The level of the cuts are
much dt.z:pﬁ:z* than the President indicated he would accept. A big portion of these cuts results from
rcdaa,zzorzs in the maximum allotments, immigrant provisions, counting energy assistance as income,
and fz‘mzmg the standard deduction,

Z. The bill prova«:ics states an option to replace the Food Starap Program with a block grant: i the state
has fully ii;nplemcntcd an Electronic Bencfdt Transfer {EBT} svatem, has a payment ¢rror rate less
than 6 percent, or pays the federal govermment the difference between their eror rate and 6 porcent,
Many states may initially take the block geant, but then switch back to the current strusture when
it is beneflcial to them.

3, The bill ;}i}zces severe time Hmits on food stamp recipients aged 18-50 without children -~ without
requiring Estaies to provide sufficient work and training opporfunitios,
i
Transfers E

L The modifi cations maintain the peovision that aliows states to transfer 30 percent of their TANF

dollars to the SSBG, the CCDBG, and the child protection block grant.
|
Contingency Fund and Other Funding Issues
1. The level of the base block grant is not adjusted for inflation or changes in need due to coonomic
or demographic conditions.

[

The Gill pfm'idcs ne contingency funds for the fiscal yoars aftor 2001,

3. The conti:!ug&ncy fund is set at too low a level--$2 billion over five years., By contrast, during the
last recession, benefit payments rose from $17.2 billion in 1989 to $21.9 billion in 1992 -~ or $4.7
billion aver 3 years, The provision in the Senate bill, which required states to maintain 160 percent
of their 2?% state funding lovels for inconie szzpport work, and child care in arder to qualify for
coniz:tgzzucy fund, is eizmmaie{i

'
£

f
[
I
|
!
1



4. The contingency fund trigger provision is poorly designed. A state whose unemployment rate rose
and remained high would not be eligible for doliars.

5 The food starmp Lrigger is set at (oo high a level.

6. Loans fz:{m the Joan fund must be repatd witl interest within three years, making them of limited
use to states experiencing recessions.

7. No supplemental grant Tunds arc provided for fiscal years after 2000, which could result in a loss
in funding for many states,

Maintenance of Effart ;
1. The maintenance of effort standard s set at 75 percent; as opposed to 80 percent in the Senate bill
aad 98 percent in the Breaux amendment supported by the Administration.

2. States can count toward the maintenance of cffort requirement any spending under the program
reasonably calonlated to accomplish the purposes of part A of the Social Security Act {as amended);
this language is much foo broad. States can also count spending on child welfare, juvenile justice,
and other sources if they proviously have been drawing down BA funds for such services.

Child Carc

i The bill repeals all federal cequirements for states 1o establish health and safety regulations.

2. The bill reduces the quality set-aside @0 3 parcent,

3. The bili p:rcmides g child care gusrantees (o individuals who are participating in work or fraining

programs or those who have left welfare for work.

4. It is not fclear whether States would be required to maintaia their FY 1994 level of child carc
spending in order to qualify for funding from the new §4 billion pool of Federzl funding.

Cash Assistance Eligibility
1, The bill explicitly ends the individual entitlement o assistance.

I3 i 13 * Ed 4 * 4
2. The bill explicitly gives states the authority to treat recent arrivals from another state differontly
from other residents, which raises both constititional and equity questions.

3. States are prohibited from dissegarding 831 or foster care payments in determining cash assistance
cligibility or benefit level, which could force a family (o use part of a child’s SS1 payment to mect
the aeeds}ofaziwr family moembeors

Prohibitions 2
i The bill dstablishes a five-year time bmit on cash assistance with no required exemptions.
:
: L
2. Receipt of noncash assistance {including ¢child care) would count toward the five-year time limit.
. : . ,
3 The bill allows States 1o dony assistacce (both cash and noncash) fo minor mothers and their

children,

sy
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Work Program

1.

b

The bill does not provide adequate resources for states to meet the werk participation requircmenis
as currently defined.

E
The bill contains 2 provision that aliows states to reduce their participation rate by lowering their
cascload below 1995 levels.

The patiicigzaiinn rates for two-parent households contained in the bill are uarcalistically high.
The bill docs not allow cducation for teen parents enrolled in high school to count towards the

participation requircment.

H

Performance Bonus

i

IR

While providing a 5 percent increase in the a state’s block grant when performance standarids are
exceeded, the performance measures in the proposal contain no mechanisms to “level the plaving
field” -- that is, adjust for differences in demographic and economic conditions zceoss states, This
means states will be rewarded for having a good economy -- rather than opzrating an effective work
program, '

i
+

2. Some of the measures roward states for undesirabls sutcomes - such as cutling recipients off the
eolis. ’
2 .
Hicgitimacy Bonus

The bill maintains the provisions for the illegitimacy bonus,

§
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SUMMARY OF PROVISIONS

i
|
l
| President’s Budget ~ Welfare Reform Sabtitles
i

Subtitle A: Temporary Emploviment Assistance [TEA)

*

Overall Structure of Program: AFDC and JOBS would be eliminated and replaced
with the Temporary Employment Assistance {TEA) and Work First programs. The
TEA pgogram would be an uncapped entitlement to provide cash benefits to eligible
families with needy children {(as defined by the Siate), The Work First block grant
would be a capped entitlement to cover the cost of administering the cash benefut
program, delivering emergency assistance and providing iob placement, job training
and other employment services to TEA recipients. In other words, AFDC
administration, JOBS and Emergency Assistance would b consolidated into the Work
First block grant, The definition of emergency assistance would be identical fo that
under current law except that benefits and services to children in the juvenile justice
system, would be expheitly excluded.

Federal Funding: States would be reimbursed for spending on cash benefits under
TEA at the Federal Medical Assistance Percentage (FMAP, or Medicald match rate),
without limitation.

Individual Entitlement: A fmmily with onc or more children defined as needy by the
State (or, at State option, a pregnant woman) would be eligible for cash assistance
under the TEA program. All individuals wishing to apply would be guaranteed the
opportunity to do so, and the Staie would be required to provide assistance to eligible
applicants with reasonable promptness.

State Plan: A State would be required to submit to the Secretary of Health and
Human Services a plan {or its Temporary Employment Assistance program. If not
rejected within 120 days, the plan would be considered approved. The program would
have to serve all areas of the Swte, although it would not have w0 be administered
uniformly throughout. A State would be required 1o designate a single State agency to
administer the plan.

Eligibility Criteria/Benefit Determination: States would have almost complete
discretion with respect to eligibility criteria, benefit levels, treatment of income and
resources and work program structures. States would have to establish need and
payment standards, specify resource limits and income disregard policies and would be
required to treat comparable families similarly with respect to determining eligibility
and benefits.  Individuals would have the right 10 a fair hearing if an application for
assistance was denied or not acted upon with reasonable promptness.

i -
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SUMMARY OF PROVISIONS: WELFARE REFORM SUBTITLES

Other Programs: As part of its TEA plan, a State would be required to operate a
Work First program, either a workfare or job placement voucher program (but not
both}, a.child support enforcement (CSE) program, a Title 1V-RB child welfare program
and Title 1V-E foster care and adoption assistance programs. The agency
administering the TEA program would be required to refer paterity establishment and
child support cases to the CSE program within 10 days of the application for cash
assistance.

Two-Parent Families: A State would in general be required to treat two-parent and
one-parent families equally with respect to eligibility for assistance. A State would,
however, be permitted to impose special eligibility restrictions on two-parent families,
to the extent these limitations were nio stricter than those in effect in the State in FY
1995. |

|

Penalty for States: 1f a State failed 1o comply with a required provision of the State
plan, the Secretary of HHI would withhold Federal payments for the State’s TEA
program (or, at the Secretary’s discrebion, payments for the relovant category or
categories of the program) until the failure 0 comply ceased.

Time Limits: A family with an adult recipient would be eligible for a maximum of
66 months {cumulative} of aid under the plan. Exemptions would be granted for
familics which (13 lived in arcas with an unemployment rate greater than & percent; {2)
at the option of the State, had an individual who was working 20 hours per week (or
more, again at State option); {3) had a parent who was under age 18 (19 at state
option} and was making satisfactory progress in a school setting; (4) had a parent who
was exemnpt from the work requirement (see Subtitle C provisions below); or (5) had
ne adult recipient. In addition, a State would be permitted to exempt an additional 15
percent of the caseload for hardship eircumstances other than those specified. A State
would be permitted, in lieu of granting exemptions under (1) and (2), to exempt up to
20 percent of caseload (as opposed to 15). Families denied cash assistance due to the
60-month time limit would be considered eligible for and receiving aid for purposes of
determining eligibility for and the amount of benefits under other Federal and
federally-assisted programs.

Child Voucher; The state would be required to provide any family ineligible for
assistance due to the time limit or a sanction (see description of sanctions below) with
a voucher equal in value to the children’s share of the benefit. The voucher would be
payable t%a third parties for shelter, goods and ather services for the children.

! .
Family Cap: States would have the option to implement a family cap, which would
apply to children conceived and born while the parent was on assistance, Children
denied cash assistance due to a family cap would remain eligible for Medicaid and the
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SUMMARY OF PROVISIONS: WELFARE REFORM SUBTITLES

State could provide assistance in the form of vouchers usable only for goods and
services for the excluded child.

Personal Responsibility Agreement: A parent would be required to enter into a
Persounal Responsibility Agreement within 30 days (90 days at State option) of the
approval of the application for assistance or, in the case of existing recipients, within
90 days of the effective date of the legislation (180 days at State optien). The
Personal Responsibility Agreement, which would be based on an assessment of the
parent’s skill, work experience and employability, would establish a plan for moving
the individual into private sector employment and would outline his or her obligations.,
Activities reguired as part of the Agreement could include participating in the Work
First program, keeping children in school, ensuring that children’s immunizations were
up-to-date, attending parenting and money management classes, or any other activities
{at the discretion of the State}. In addition, a parent would be required under the
Agreement 1o assign any support rights to the State and to cooperate with the State in
establishing paternity {(if applicable) and collecting support.

The z’agr%:erzzcrzt would also specify the serviees to be provided by the State to enable
the individual to find and retain private sector employment.

E .
Job Search: Recipients who were not working full-time in unsybsidized jobs would
be required, under the Personal Responsibility Agreement, to engage in job search asa
corxdilio? of eligibility.

General Work Requiremenis: The State would be required o enrcll in work adult
recipients who had received assistance for 24 months {as defined by the State). In
addition, the State would be required to, beginning in FY 2004, place in the Work
First program nonexempt recipients whe had not found work within one year of
signing a Personal Responsibility Agreement. These general requirements are separate
from 1he work participation rates in Subtitle C {deseribed below).

Penalties for Recipients: An uncmployed recipient refusing to ook for work would
not be eligible for assistance, in the case of the first refusal, until the individual began
to look for work and, in the casc of a second or subsequent refusal, for 6 months or
until the individual began to look for work, whichever was later. Similarly, an
unemployed recipient refusing to accept a job offer would not be eligible for assistance
until theindividual accepted a job, in the case of a first refusal and, in the case of a
second or subsequent refusal, the later of 6 months or the date the individual began
waork. i

A State would determine the sanctions for failing to comply with a Parent -
Empowerment Contract {e.g., failing 1o participate in a required activity), with the

|
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i
stipulation that such sanctions could not be stricter than the sanctions for refusing to
look for, work or take a job {described above).

H

* Optional Diversion Progran: A State would have the option to provide a lump sum

payment of up to 3 months worth of benefits to eligible families in order to divent
such familics from the temporary assistance program. This lump sum would be in hieu
of monthly benefits--a family receiving such 3 payment would in general not be
eligible lfor cash assistance during the period for which the lump sum payment was
made,

|

. Restrictions on Eligibility: Persons receiving 881 or old-age assistance and children
for whom foster care or adoption assistance payments were made would be ineligible
for assistance under the TEA program. Their income and resources would 1n general
be disregarded in determining the eligibility ‘of a family applying for assistance.
Persons convicted of benefit fraud, fugitive felons and parcle/probation violators would

alse he meizggzbi{: for assistance.

» Quality Assurance: A quality assurance system would be developed by the Secretary,
in consultation with the Statcs and other interested parties, which would determine the
amountof disallowances (if any} to be repaid due to erroneous payments by the State.
The system would include measures of program outcomes related o self~sufficiency.

* State chorﬂng Requirements: States would be required to submit a quarterly report
to HHS' containing data on the number and characteristics of cash assistance applicants
and recipients (e.g., marital status, educational attainmen, work experience, amount of
assistance and reason for any reduction in such amount, participation in other Federal
and State programs for low-income persons, consccutive and cumulative time on
assistance, citizenship status). The report would also include the percentage of Federal
funds used for administrative costs, total State spending on programs for needy
families and the amount of child support collecied.

* Annual Report to Congress: The Secretary would pe required to submit an annual
report 1o Congress describing State TEA programs.

. Research, Demenstration and Evaluations: Point one nine percent {{19%) of total
TEA funding would be set aside for research, demonstrations and evaluations.

. Puerte Rico: The cap on payments to the Virgin Islands under Section 1108 of the
Social Security Act {applying to cash assistance, foster care and adoption assistance,
Supplemental Security Income and other programs) would be increased from $2.8
million to $3.5 million, while the cap for Guam would be increased from $3.8 million
to $4.75 millien. The caps would be adjusted for inflation using the Consumer Price
fndex.
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Effective Date: The effective date for the tegistation would in general be Qctober 1,
1996,

Subititlie B -- Make Work Pay

Transitional Medicaid Benefits: Make permanent the provision that extends
Medicaid cligibility for 12 months to persons who Icave AFDC due to employment.
Under current faw this provision would ¢xpire September 30, 1598.

Notification of the Earned Income Tax Credit: Require slates to notify all
applicants for and recipients of Temporary Family Assistance, food stamps, and
Medicaid of the existence and availability of the Earned Income Tax Credit,

Advance EfTC Payment {}em&z;strations:' Allow the Secretary of the Treasury
designate up to 4 states to establish demonstrations where @ state agency would
administer advance payment of the EITC.

Consslidated Child Care Development Block Grantz This bill would integrate the
existing welfare related ehild care fuograms into the Child Care and Development
Block Grant (CCDBG). It would authorize discretionary appropriations of $2 billion
for fiscal year 1996, and such sums as may be necessary for fiscal years 1997 through
2002, TA:: additional $11.7 billion in entitlement matching funds to States would be
authorized.

Child care would be guaranteed to individuals participaiing in an approved education
or training activity, to famtlies eligible for Temporary Employment Assistance who
require child care to work, and 1o families transitioning off assistance,

The State quality set aside would be maintained at 10 percent; and the Secretary would
be required o egtablish a quality improvement initiative that would make additional
funds available to States for. innovative teacher training programs, ¢nhanced child care
quality standards and enhanced licensing and monitoring procedures. Tribal grantees
would g%ze assured of 3 percent of the block grant funds.

Subtitle C — %’Vork First

Wark Progran: States would be required 1o operate a Work First Program and either
a workfare or job placement voucher program.  Individuals would be required to work
after receiving assistance for two years. :

!

Funding for the Work Pregram: The work program would be funded as a capped
entitiement. Work program dollars could also be used for administrative expenditures,
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expenditures that are currently covered by the EA program, or child care programs
established by the bill. The match rate would be 60 percent or FMAP, whichever is
higher. The amount of federal dollars available for the work program would be set at:
829 billion in FY 1997; $2.95 billion in FY 1688; $3.1 billion in FY 1999; $31.35
billion for FY 2000; $3.7 billion in FY 2001; and $3.75 billion in FY 2002 and each
subsequent vear {adjusted for inflation),

Work Reguirements: There is one participation rate for all families, These monthly
rates are:

FY 1997: 30%

FY 1998: 35%

FY 1959 40%

FY 2000 45%

FY 2001+ 56%

Zadivié&iﬁs in the Work Tirst, workfare, or job placement voucher program would
count towards the participation requirement. Individuals who leave welfare for work
for 6 months and those undergoing a sanction would also count toward the work
mquir{:nfzcna Individuals would be required to pardcipate at least 20 hours per week in
FY 1997 and 1998, 25 hours per week during FY 1999, and 30 hours per week in
every subsequent year. Recipients with children 5 and under would not be required to
participate more than 20 hours per week.

E;empﬁéns from the Work Program: States may exempt {rom their work program
recipients who are: ill, incapacitated, or of advanced age; responsible for a child under
the ape of one {or 6 months at state option); in the case of a 2nd or subsequent child
born during such period, responsible for a child under the age of 3 months; pregnant
in the third trimester; caring for a family member who is ili or incapacitated; or has a
deznazlstfated inability (as determined by the state) to obtain child care.

Woark Activities: In the Work First program, states would be required to provide
education, training, job search and placement, temporary subsidized job creation, and
work supplementation. States would be given the option to offer a number of services
including: a “revamped” JOBS program (based on the mode! used in Riverside, CA),
use of placement firms, temporary subsidized job creation, microenterprise, and work
supplementation. In the workfare program, states would be required to provide
commun:ity service jobs -- either jobs provided by the state or jobs with other
employers where all or part of the wages would be paid by the state. States would
have the option of providing jobs through temporary subsidized job creation, work
suppleméntation, and the use of the placement companies. A minimum of § hours per
week would be required in job search. An individual could receive no more than 3
community service jobs under the program. A job placement voucher program would

&
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offer job vouchers to be used in obtaining employment. The voucher would be equal
to 50 percent of the AFDC grant for 12 months. Vouchers could be redeemed by an
employer after the individual had been employed by the employer for six months.

State Penalties: States would be subject to up to a 5 percent reduction in their federal
TEA payments for not meeting the work requirements.

Performance Bonuses: The bill provides $800 million over 5 years to provide
performance bonuses to states (bonuses would not be funded by work program
dollars). The Secretary, in consultation with states and other interested parties, would
be rcqu1ircd 0 develop a system of performance measures and bonuses that rewards
states that operate effective work programs.

Subtitle DD -- Family Responsibility and Improved Child Support Enforcement

Paternity Establishment: Welfare recipients must cooperate with paternity
establishment cfforts under a strict cooperation requirement. The process for
establishing paternities is streamlined and in-hospital paternity establishment is
expanded.

Centralized Registries and Collections: Central state case registries for child support
orders would be created, as would state directories of new hires. Collection and
disburselment of support payments within each state would also be centralized.

lnterstalte Enforcement: The Federal Parent Locator Service would be expanded to
provide greater access to data and to create a national directory of new hires that could
track delinquent parents across state lines. States would be required to adopt the
Uniform Interstate Family Support Act to expedite the enforcement of interstate cases.

Other Enforcement: Additional enforcement provisions include: (1) the suspension
of occupational, professional, and driver’s licenses; (2) expanded use of liens; (3) the
voiding of fraudulent transfers; (4) denying passports; and (5) international child
support ({:nforccmcnl.

Collections to Families: For families who have left welfare, child support collections
would be distributed to the family first, instead of the state.

Subtitle E -- Teen Pregnancy and Family Stability

]
Minors Must Live at MHomle: Minor parcnts would be required to live in an adult
supervised environment as a condition of receiving temporary employment assistance.
The benefits (where possible) on behalf of the minor parent and child would be
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H

provided to the adult providing supervision. The State agency would assist the minor
parent in obtainiog an adult supervised living arrangement. If the State agency
determines that there ig no appropriate environment available or that the physical or
emational health of the minor parent or child would be jeopardized by living in the
available environment, the State may waive the requirement and provide
comprehensive case management, monitoring and other necessary social services.

{
Natimaii Clearinghouse:  The Secretary of Health and Human Services would
establish A Nauonal Clearinghouse on Adolescent Pregnancy. This clearinghouse
would serve as a national information and data clearinghouse, as a training, technical
assistance and matenal development source for adolescent pregnancy prevention
programs including, but not limited o, abstinence programs.

{)piien§ for Minors School Attendance: Minor parents {or parent under 19 at the
option of the State) would be required o participate in educational or training
activitie% States would have the option to provide addibional incentives and penalties
to encourage teen parents to complete high school and participate in parenting
activities. -

-

Subtitle F . 881

Drug Addicts and Aleoholics: No future SSI applicants would be efigible for
benefits if an addiction would be material to the finding of disabihity. Current
recipients with such an addiction would retain benefits through calendar ygar 1996,
after which both SSI and Medicaid would be terminated. The Social Security
Administration would be required fo notify within 90 days after enaciment those
recipienis whose benefits would be discontinued after 1996, Funding for additional
substance abuse treatment in the amount of $50 million per year in fiscal years 1997
and 1998 would be added to the Sebstance Abuse Prevention and Treatment Block
Grant, ! )

1

Subtitie G -- F(;ud Assistance

Maintains the Nutritional Safety Net: The national nutritton safety net for the Food
Stamp Program and Child Nuirition programs would be maintained, ¢nabling them
respond 1o the changing circumstances of familics and children they serve.

Foad Sta?mp Program: Benefits would continuc te be indexed for inflation, Al
energy assistance would count as income. Adults aged 18 to 50 with no dependents
would be made ineligible for food stamps after six months of each year unless they
work 20 hours 2 week or participated in workfare or training, aithough cligibility
would continue if a state fails to supply a training or workfare slot. New integrity
| 8
|
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measures orack down on fraudulent food stamp trafficking and reduce program waste.

i
* Child Nutrition: Food subsidies for Family Day Care Homes would be better
targeted,

Subtitle H - Treatment of Aliens

. Deeming Until Citizenship: Deeming of income and resources under the new TEA,
851, and Food Stamp Program would be extended through the date (if any) on which
an alien becomes a citizen of the 1), 8. Exceptions to this extension would occur if
the alies was: age 75 or over with {ive years residence, a veteran or on active duty in
the U.S. Armed Forges (or is the spouse or child of such individuals), is the subject of
domestic viclence by a family moember, or has paid Social Security or lncome taxes in
20 differemt calendar quarters {or whose parent of spouse had paid taxes).

» Spensers: A sponsor’s affidavit of support would be executed as a contract which is
legally enforceable by federal, state, and local governments for not more than five
vears after an alien last receives any cash benefit. A sponsor’s liability would be
climinated if the immigrant becomes 1 citizen, veteran (or spouse or child}, or has paid
Social Security taxes in 20 different quarters.  After enactment, all immediate relative,
family-sponsored, and diversity immigrants would be required to submit affidavits of
support ag a condition of entry.

. Uniform Standard of Eligibility: Establishes a uniform standard of ehigibility for
aliens under the TEA, 881, and Medicaid programs.

Subtitle I -~ Reduction in Title XX Block Grants to States for Secial Services

. Title XX: Annual funding for the title XX block grant would drop from $2.8 billion
o $2.52 Ibillion over FY 1995, reducing state resources under this program by 10
pereent.

PRV
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: Summary of Conference Agreement on H.R. 4

;
Inadequate Sapport for Needy Families
* By FY 2002, the conference agreement would resolt in approximately an 1% percent reduction in
total spc{ndizzg on familics with children relative 1o current law.

Nutritional Safefy Net Eroded
» The aptional Feod Stamp block grant contained i the conference agreemont woukd weakes the
national sutrition safely net and eliminaic the program’s ability 16 respond 1o coonomic changes.

i
3

r
Child Protection and Adoption Programs Block Graated and Cut
. At a time when GAQ and other sources report that resources are failing 10 keep pace with the
needs of a national child protection system in crisis, the conference agreement would repeal a
nusber of child protection guaraniees for abused, neglected and abandoned children, and
children in need of adopiion or foster care, and would cstablish a block grant for the states.

Reduction for Children with Disabilities Reduced

* The conference agreement would reduce benefits 1o a significant number of children by
establishing a two-tiered benefit structure. As 2 result, cuts (o the S8 program for disabled
children would be incroased significantly aver the Senate bill -- by more than $3 billion over
seven years,

Reduction i Resources for Child Care and Safety for Children

. The conference agrecment would over seven vears provide about $13 billion less {according to
HES estimates and over $6 bitlion less according to CRO estimates) for child care services that
are required to mect the bill's work reguirements and maintain carrent law levels of child care
tor low income working families. 1t would also eliminate the child carc heaith and safoty
protections contained in current law and retained in the Senate bill,

Exemptious from the Time Limit Reduced and More Children Denied Benefits
* The conference agreement would reduce the number of recipients that states may exempt from
the Five year time list trom 20 percent in the Senate bill 10 15 percent.

Maintenance of Effort Reduced, Leaving Less Money for Maoving People Off Welfare

. Compared W current law, states would be allowed to reduce their spending for family support
payments, child care, and ¢hild profection by 2 total of approximately $45 billion based on CBO
estitiates.

Less Protection During Economic Dawnturns

. The Administration and the NGA have consistently pointed out the inadeguacies of the Senate
contingeney grant fund to respond o the changing demand for assisiance within states, including
naturak disasters, changes in child poverty, and demographic and population ¢hanges,

Reduced Benefits for Legal Immigrants, Higher Costs for Stutes
. Over 1 million fegad immigrants would be denied 881, Food Stamps, AFDC and Medicaid under
the conference agreement. wore than under the Senate bill,

Punitive Child Support Provisions

» States would no longer be required 10 pass-through the initial $50 in child support payments to
families on welfare, potentially reducing assistance to children by $1.2 billion over seven years,

i
!
H
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Policy Issues in the Conference Agrecment on HLR. 4

TITLE] !

Contingency Fund

. Neither the conference agreement nor the Senate bill provades an adequate contingency fund,
During the last recession, spending on AFDC benefit payments rose from 317.2 billion in 1989
to $22.3 billion in 1992--a $5 billion increase, The Administration recommended (in the letter
from Secretary Shalala to the welfare bill conferees) that the contingency fund be increased
from $1 billion over seven vears, the level in the Senate bill, 10 31,8 billion and that during
national recessions states be permitied to draw down matching dollars even if the fund were
depieted. The conference agreement, however, allooates only $1 billion over five years for the
fund, on the grounds that Congress could replenish the fund in "nmes of severe coonomic
distress.” I is far from certain, however, that additional funds could or would be appropriated
for the contingency fund during a national recession, when there would be competing demands
for federal help from more powerful constituencies.

4

» The Administration also recommended diat states experiensing pacticulandy severe eoonomic
conditions he permittedl 1o draw down contingency doliars even i the fund were exhausied and
there were 1o mationwide recession. The conferees expressed concern that such a provision
would “reduce pressure on states to budget wisely and 1o reserve part of their block grant for
times of economic distress.” The level of funding provided for work activities and ¢hild care
in the conference agreement, however, 15 not adequate 1o meet the ambitious work participation
rates established by the legisiation. Conseguently, it is unclear how many states will have
unspent block grant funds o reserve for future yoars. The absence of adequate contingency
fund doliars may well force States to drop families from the rolls during recessions, when rzeeé
would be the greatest.

%

. Finally, neither the conference apreetment nor the Senate bill makes contmgency find dollars
available to states whose unemployment rates rise and then remain high, Under both bills, the
trigger for the contingency fund is an unemployment rate that #s both high and rising. The
Administration recommended use of a trigger based on 2 better measure of economic need
among low-income families, such as the aumber of children receiving food stamps {provided
that food stamps remained a uniform national program). The conference agreement does nof
address this recommendation, ‘

Maintenance of Effyrt-

. The maintenance of effort standard m the conference agresment ts set al 75 parcent, as opposad
to 80 percent in the Senate bill, allowing states to reduce thedr spending on cash assistance,
work activitigs and child care by an additional $3 billion over seven years. Ip addition, under
the conference agreement, the mainienance of effort standard can be further reduced by up 10 8
percentage points (down to 67 percent) for omstanding performance or improvement in
performance in one or more of several categories, A state, especially one with ¢ relatively high
benefit fevel, could improve its performance 10 at least two and possibly three of the categories
simply by cutting the banefit Jevel.

. Under boths the Senate bil) and the conference agreement, states would be permitied to count
woward the mainlenance of effert cequirement any spending under the program reasonable
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calmlatcc{ to accomplish the purposes.of part A of (e Social Security Act {35 amended), This
Tanguage i much 100 broad and would make the maintenance of ¢ffort provision rather difficult
o enforce{ The Adminisiration recommended that the conferees drop this Janguage, but it is
retatned in the conference agreement.

Transfers !

« Unlike the Senate bill, the conference bill allows states 1o transfer up to 30 percent of the cash
assistance block grant to the child care, child protection, or the Social Services Block Grard. This
would enable states to further diminish the funds they dedicate 1o the financial support of low-
income families,

|

Medicaid

. The conference bill eliminates cateporical Medicaid coverage for low-income families with children
on cash assistance. The Senate b} preserves this entitlement.

H

Prohibitions
* ‘The conference bill Imposes a familv cap (with an opt-out provision). The family cap is left to the
discretion of the state in the Senate bill,

* Hardship exemptions are limited to 15 percent of the caseload in the conference bill, as opposed
to 20 percent in the Senate bill. To improve on the Senate bill, states should be given flexibility
to exempt parents of disabled children on SSE from the tme L, and ¢wse exemptions should st
be counted against the hardship exemption fnst.

Work Participation Issucs o

. The conference bill does not provide adequate resources for states to meet the work participation
requiremends as defined in the agreement. The conference bill requires more recipients w work
than the Senate bill {x 60 percent increase}, but does not provide states with any additional
resources to meet these requirements.  Specifically, the conference bill does not count those whe
leave welfare for work in the work participation rate for six months and does not give states the
option to limit the work requirement for single parents with children under six to 20 hours per
week, Both these provigion were included in the Scnate bill,

. The work requirements inn the Senate bill could be improved by eliminating the provision which
allows states to reduce their participation rate by lowering their caseload below 1993 fevels, by

reducing the unreakistically high participation rate for AFDC-UP families, and by allowing wen ™

parents enrolled in high school (o count towand the participation requirement,

Performance Bonus Issues
* The performance incentive In the conference agreement consists of 2 reduction in the maintenance
of effort, rather than a bonus payment as the Senate bill did,

. The Senate bill could be improved by not Tewarding states for uadesirable outcomes -- such as

caiting recipients off the rofls.
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TITLE I
SS1 for Children with Disabilitics
= The Senate passed version would pay cash benefis w0 all children who mee! the new definition of
disability. The conference agrecment, on the other hand, wonld reduce cash benetits by 25 percent
for as many as three-fourths of the severely disabled children who meet the new definition of
disability. This reduction would apply to all disabled children except those who need personal
assistance. The Administration is opposed 10 the conference agreement provision of a two-tiered
benefit rate for children because such a provision would be punitive (0 some of our most vulterable
chitdren. iThf: low income parents of all these children experience special costs {2.g.. medicines,
medical equipment, home rehabilitation, special diets, physical therapy and special clothing) and
reduced employment opportunities because of their responsibility for their childrea, and this reality
needs to be reflected by legislation that does not create tiered banefit levels.
|
. To improve on the Senate bill, we would recommend making the new definition of disability
applicable on a prospective, rather than retrospective, hasis (i.e., for new applicants only). In
addition, the effective date does 10t give SSA sufficient lead time to implement the jaw.
| ‘

-TITLE W
Immigrant Eligibility Issues
» The Conference bill makes most legal immigrants ingligible for S8I and Food Stamps, even
severely disabled children and adults, and elderly immigeanis, who have never had a sponsor and
ttave no other means of support.  The bill makes most legal immigrants entering after the date of
. enacument ineligible for most federal means-ested programs for $ years after entry, even those

who havenever had a sponsor aad have no other means of suppert, and become severely disabled
after entry. ’

The Senate bill also makes most immigrants, including current recipients, ineligibte for SSI.
Immigrants are ineligible for most other needs-based assistance for 5 years after which sponsor
deeming »would apply uniil 40 qualifying quaniers of work bhad been done -- even afier
naturalization. Under the Senate bill, noncitizens would be eligible {or some programs such as
foster care and adoption assistance, child nutrition, and Head Stagt.

Though generally lesg severe than the Conference bill, the Senatwe bill would be improved if
strategies to tighten eligibility rules for non-citizens focussed on requiring sponsors to bear greater
responsibility for those immigrants that they sponsor rather than denying 8id broadly to most pon»
citizens inciuding those who have no other means of support. Furthemore, deeming of sponsors’
income and resources should not be spplicable after citizenship.

. The Conference bill requires virtually every federal, state, and Iocal benefit progeam to verify
citizenship and alienage status of every applicant, including ali childron under the school lunch
program, WIC, Materng! and Child Healih Biock Girant, Social Services Blogk, Head Start, and
simitar programs financed by states and localities. This changes the fundamental nature of these
nutrition and health programs, creates greater future heslth and social costs, and ;mpases new
adrai ms(razwc hurdens. The Senate bt has no such provisions. ; .

|
|
|
i
|
E
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Child Protection Issucy

The confecence bill eliminates important parts of foster care and adoption assistance entitlements
and abolishes several programs such as Family Preservation and Support and independent Living,
The Senate bill had retained cureent law for these programs, The conference bill also cuts funding
for child proleciion services somewhat, while the Senate bill had maintained current law funding
leveis.

The conference bill weakens current enforcement mechanisms for chiid protections, while the
Senate bill maintained current enforcement abilitics.

1
Under both the conference bill and the Senate bill, eligibility for federal matching funds for foster
care and adoption assistance maintenance paymenis is based on pre~weifare reform AFDC criteria,
which is likely t0 be burdensome 1o staies. Additional flexibility 1o provide for alternative, less
bu rdensaéaa eligibility criteria would be preferable,

TITLE Vil
Child Care Issues

The conference agreement would reduce by $1.2 bitlion over five years the amount of funds
provided to states in the Senate bill for child care services. While the final overall seven year level
of child care resources is roughly the same in the conference agreement and the Senate bill, the
conference measure woull require the Senate’s additional $3 billion in child care monies io be
spread out pver seven years rather than 3 years, However, the agreement would also require mors
recipent to work {by not courging “leavers” in the participation rate} and 16 wogk for an increased
number of hours {by not allowing those with a child under six to work 20 hours per week). As
a result, the conference agreement wonid provide sbout $6 billion Iess for child care (according
to CBCO) than is required to meet the bill's work requirements and maintain cutrent law levels of
child care for low income working families.

The conference agreement, unlike the Senate bill, endangers the safety and well-being of children
in care by eliminating the child hezlth and safety protections contained in current law and
maintained the Senate bill. K repeals legistation which requires states to establish henlth and safety
standards, including prevention and control of infectious diseases, building and physical premises
safety, and minimum training requirements applicable to child care providers. In addition, the

conference bilf reduces the requirement for a minimum quality set-aside of 15 percent, as reflected -

i1 the Senate bill, 10 3 percent.

The Senate bill would be improved by providing s child care guarantess to individuals who are
participating o the work program and transitioning frome welfare-to-work aand by providing
sufficient resources to states o meet these child care needs,

i

t

Title XX |, , i

*

Under the conference agreemen, anpual funding for the titke XX blogk grant would drop from
$2.8 billion to $2.52 after FY 1996, redicing staie resources for child care, child protection,
home-based services, services to the disabled, and many othiers by 10 porcent.
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January 16, 1995

DIFFERENCES BETWEEN THE SENATE BILL, AND
CONFERENCE AGREEMENT ON H.R. 4

Undesirable Changes made o the Senate Bill in Conference

Contingency and Population Growth Fund
. The population growth fund was reduced from $878 million in the Senate bill to $800
million in the conference bill,

Maintenance of Effors
. The maintenance of effort standard in the conference agreement is set at 75 percent, as
opposed to 80 percent in the Senate bill.
t

I .
o Under the conference agreement, the maintenance of effort standard can be further reduced
by up to 8 percentage points (down to 67 percent) for outstanding performance or
improvement in performance in one or more of several categories.

Transfers ;
. Unlike {he Senate bill, the conference bill allows states to transfer up to 30 percent of the cash
assistance block grant to the child care, child protection, or the Social Services Block Grant.

{
{

Medicaid : :
d The conference bill eliminates categorical Medicaid coverage for low-income families with
children on cash assistance. The Senate bill preserves this entitlement.

Prohibitions |
. The conference bill imposes a family cap (with an opt-out provision). The family cap is left

to the discretion of the state in the Senate bill.

A Hardship exemptions are limited to 15 percent of the caseload in the conference bill, as opposed
to 20 percent in the Senate bill.

Work Participation Issues

e | The conference bill requires more recipients to work than the Senate bill (a 60 percent
increase), but does not provide states with any additional resources to meet these requirements.
Specifically, the conference bill does not count those who leave welfare for work in the work
participation rate for six months and does not give states the option to limit the work
requirement for single parents with children under. six to 20 hours per week. Both these
provision were included in the Senate bill.

Performance B(!mus Issues _
. The performance incentive in the conference agreement chnsists of a reduction in the
maintenance of effort, rather than a bonus payment as the Senate bill did.



|
. The conference agreement orly provides for a general fiscal audit of how the states spend
Jederal money, not a program-specific audit that would ensure that states are meeting the
progranunatic reguirements of the bill, as the Senate bill required.

H
SSi for Children wish Disabilities
. The Senate passed version would pay cash benefits to gl children who meet the new definition
of disability. The conference agreement, on the other hand, would reduce cash benefits by 25
percent for as many as three-fourths of the severely disabled children who meel the new
definition of disabulity., This reduction would apply to all disabled children except those who
need persanai assistance.

E

Imgm:c: Ebg:bddy Issues
The Conference bill makes mosi legal zmm:gmrzts in the country (including those now on ihe
rolls} ineligible for SSI and Jood Stamps, even severely disabled children and adults, and
elderly impvigrants, whe have never had g sponsor and have no uther means of support. The
Senate bill makes most fegal immigrants ineligible for S81 {although they remain eligible for

Food Stamps),
Nutrition Assistance
. The conference agreement limits the amount that may be spent on food stamps in each of the

next seven years. The cap in each year is set exactly equal to CBO’s current estimate of
program costs threugh 2602, adjusted each year based on changes between actual and projected
Jood prices and participation. FProgram costs above the cap would trigger across-the-board
benefit reductions above and bevond the deep cuts dlready itaken in the bill. The Senate bifl
had ne cap.
|

. The conference agreement cut food stamp benefits about $8 billion more over seven years
{excluding provisions affecting immigrant); the Senate bill cut about 325 bilion while the
conference agreement cut nearly 333 billion,

* The conference apreement would keep ~ and freere -~ o limit on the muximwum shelter
deductiun, a provision affecting mostly families with children facing high shelter costs, The
Senate 'bill made no change to current law.

» The conference agreement impases a tighter time limit {no mare than 4 months in 12} on
unemployed adults without children; the Senate bill limit was 6 months in 2.

d The conference agreement weakens national nutrition standards for school nutrition programs,
Feopardizing the long-term health of America’s children. The Senate bill did nos.
!

* The conference bill authorizes optional demonstrations that unravel the child natrition safety .
net and thot affect up to 40 percent of alf school children, The block grant dempnstrations
undermine the programs’ ability te¢ ensure meals for all eligible children, to respond
auiomatically to economic changes and to maintain national standards for eligibitity and
antrifien. The Senare bill did not contain these provisians,

i

* Reimbursenment rates in family day care homes and for summer food service would be cut even
more than they were n the Senate Bl

i
P



By prohibiting nutrition assistance to iliegal atiens, the bill creates an unprecedented local
administrative burden and will ultimately deny benefits to millions of eligible children.

H
Unlike the Senate bill, the conference agreement denies food stamps to virtually all legal
immigranis.

The conference agreement funds mandatery annual commodily purchases of 3360 million for
distribution through TEFAF, soup kiichens, and food banks. The purchases are paid for with
Junds appropriated for the Food Stamp Program.

{hdld Protection Issues

-

FThe conference Bl eliminates important paris of foster care and adoption uassistance
entitlements and abolishes several programs such as Family Preservation and Support ard
Independent Living. The Senate Bill had retained current law for these programs. The
conference bill also cuts funding for child proteciion services somewhat, while the Senate bill
had maintained current low funding levels.
1

The conference bill weakens current enforcement mechanisms for child protections, while the
Senate Bill maimtained current enforcement abilitiss.

Chitd Care Issues

-

The conference agreement would reduce by $1.2 billion over five years the amount of funds
provided to states in the Senate bill for child care services. While the final overall seven yeur
level of child care resources is roughly the same in the conference agreement and the Senate
bill, the; conference megsure would reguire the Senate’s additional 33 billion in child care
monies t0 be spreod out over seven years rather than § years. In addition, ai the same time,
the agreement would increase the need for child care by requiring more recipients to work (by
not counting “leavers” in the participation rote) and by requiring them te work for an
increased number of hours {by not allowing those with a child under six to work 20 hours per
week).

1
the conference agreement, unlike the Senote bill, eliminates the child health and safety
protections condained in cuyrent law and maintained the Senate Bill, I repeals legislation
which requires states to establish health and safety standards, including prevention and controf
of infectious diseases, building and physical premises safety, and ninimum (training
reqwremems applicable to child care providers. In addition, the conference bill reduces the
reguirement for a minimum quality set-aside of 15 percent, as reflected in the Senate bill, 1o
3 percend,

Improvements Made to the Senate Bitl in Conference

Funding Level I

*

The conference agresment provides more slightly money to states for temporary assistance
{excluding child care). The funding level of the conference bill in FY 1996 is $16.3 billion
while the comparable Senate Bll amount is $15.8 hillion - a differencé of almost $500 million,



i
Lontingency Fund
. . The conference agreement provides for a somewhat larger contingency fund by providing the

81 billion contingency fund through FY 2001, rather than FY 2002, However, in spite of this

change,’ the Administration still finds the contingency fund very inadequate.
|

Rutrition Assistance

¢ The conference agreement restricts the Food Stamp bFlock grant aption 1o stuics with statewide

EBT systerns or relatively low payment error raies and reguires that all block grant funds be
spent for food except for o maximum of § percent for adminisiration.

The conference agreement substantially improves the Senore bill by enabling unemployed adults
te cure their ineligibility by warking or participating in a work program,

Fhe conference agreement eliminates Senate language that effectively financed the purchase
of EBT equipment for retaiters with transaction fees charged to recipients.

<o Bmendgrant Eligibility Issues

" The Senuvte bill would have required deeming beyvond citizenship (l.e., denied benefits to

imumigrants that had naturalized), while the conference bill limited the deeming restrictions to
wntif imemigrants attained citizenship.
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’ EXECUTIVE OFFICE OF THE PRESIDENT

DFFICE OF MANAGEMENY AND BUDGET
WASHIRLGTON, £2.C. 20503

THE DIRECTGR

] Desember 6, 1995

Hodiorable Sam Gitbons L C.
.+ Ranking Member ) :
Committee on Ways and Means
2204 Raybum House Office Building
1.8, House of Representatives
Washington, D.C! 20515
I

Dear chrmntat@% Gibbons;

We are pleased t provide you with a preliminary assessment of the potential poverty
effects of the conference version of the reconciliation bill, a8 well as an analysis of the
conference vmio;a of the weifare reform bill.

What ts Included in tho Analysis?

. The a:zaiyésis considers the potential effects of the conference provisions on the movement
of children, families, and all individuals in and out of poverty. The following tables compare the
potential effects of the House, Senate and Conference balanced budget and welfare plans on the
trumber of persons and children with incomes below the poverty fine, and estimates the effects
thase proposals have on the size of the poverty gap -- a measure of how short of the poverty
thresholds & family’s income falls. The analysis estimates the inmpact on poverty at full
implementation, which will be reached in most program provisions by the year 2002.

This analysis includes two kinds of poverty tables. One uses the pre-tax cash definition
of income that the Census Burcau uses for the official poverty statistics. The other table
incorporates a commenly used altemative definidon of ingome that Is broader than the official
poverty definition and takes into consideration a wider range of factors relating 10 tncome. It
inchudes, for example, the effects of Federal tax policies (including the Eamed Income Tax
Credit) and near-cash in-kind assistance programs such as Food Stamps and housing programs.
The discussion below references only the broader defininon. Meither defirntion includes
proposed changes in Medicaid and Medicare.

We also provide a table that addresses the sensitivity of these poverty estimates 1o the
technical assumptions on which the model is based, including basehne differences between CBO
and OMB, labor supply effects and an altemnative State funding level. However, many possible
alternative sconomic and demographic vaniables fave not been rodeted. In the long run, these
. variables are among the most impertant determinates of welfare caseloads.

F
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. Methodology

The analysis was performed using HHS's micro simulation maodel, based on data from
the March 1994 Current Population Survey.

Similar to the earlier analysis of the House and Senate bills, policy changes simulated for
. the welfare bills include the impact on family. income from proposed changes in AFDC, 88,

™~ food stamps; chﬁd nutrition, and chitd suppost prograins.” In addition to the impact frdin welfare
poizcy changes, we analyzed the eflects on poverty of the entire reconciliation plans, including
federal employee pension coptributions, agriculture subsidies, family tax credit, the EITC, as
well as the effects of appropriation actions for housing, labor and energy assistance programs.
Changes in government provided health coverage are not included, nor are there any adjustments
for medical costs

For a more detniied explanation of the methodology used in thas analysis, pleass refer to
the attached earlicr report “Potential Poverty and Disuibutional Effects of Welfare Reform Bills
and Balanced Budget Plans.” '

Results of the Analysis

On November 9th, we provided Congress with 2 study assessing the potential poventy
. effects of the House and Senate welfare refonn proposals. This analysis illustrated that the
Senate welfare bill, asing the alterative definition of income, could move 1.2 more childred
into poverty. The effects of the House version of welfare reform would have been ayen worse
for children potcnuai ly moving 2.1 million more children into poverty, or .9 million more Zim
the Senate version, Acmrdwg 0 our most recent anaiysxs

. the conference version of the welfare reform bill has a more serious effect on children
than the Senate bill - potentially moving 1.5 million childrer into poverty using the more
comprehensive definition of income. This is .3 million more children than the Senate
weifare provisions would move into poverty.

* when all of the congressional budgetary proposals that affect low-income families age
considered in addition to changes in welfare programs, the poverty effects of the
conference version of the reconciliation bill arc only a slight improvement over the
Senate budget plan. The conference proposal could potentially move 1.6 million children
into poverty -- or only .1 million less than the Senate version.

Potential Changes and Future Analysis
As you are aware, the legislation continues 1o be revised. Some provisions, such as a .
food stamp cap, may be included in a stand-alone welfare bill. Since these provisions may have

. additional poverty offects, they could alter the attached estimates.

- 2 - -
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. We are cuerently working with affected agencies to develop a distributional analysis of
the conference agreement, similar 10 the analysis we provided for the House and Senate budget
plans. We look forward to sharing this information with you s soon as it is available.

i

Sincerely,
Qo M. Rl
Ahoe M, Riviin
Director
_ IDENTICAL LETTERS SENT TO HONORABLE SAM GIBBONS,
. E{ONOEABLE GEORGE MILLER, HONORABLE MARTIN O. SABO,

HONORABLE HENRY A. WAXMAN
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THE IMPACT OF CONGRISSIONAL PROPOSALS ON POVERTY = =
Using a Comprehensive Post-Tax, Post-Transfer Definftion of Income 4 N
i Slmﬁ!a‘tm e{mu of ful tmpkmczzizﬁim Pr 1595 doltars | 2
e e e i et e e e - - — P e s e 2 A U + 2
PEflect of 1553 Cﬁanges iiwm Budget Plan Scnm Buttgel Blan Cazt{ewnce Agreement <
Entire Weiarg fntiee  Welfare Entire° 5 : Wellare g
_ Prior Law Cuerend Lavw Flan Bilt Plan Bill Pian+; - BHl i
Children Under 18 : - o
. ' : D
Number in Poverty (Millions) 10.8 18,5 12.3 12.1 115 113 RIKS 1S
Change From Cument Law . 23 2.1 L7 1.2 liﬁ 1.5 .
¢ Fr S
Poverty Rate (Percent) o153 £4.4 7.6 1.4 1.8 16.2 i”é.\é . 1.5 . .
Chusge From Current Law 13 3.8 2.4 1.8 22 2.4
Families With Chlldren T
Mumber iy Poveny (hililonss 18.3 170 205 8.6 19.% 192 187 154
Change From Current Law 39 - 3.7 19 2 28 . 2.6
Povirty Rate {Percent) R b ¥ 187 1.4 14,3 118 13.3 138 . 135
Change From Curreng Law 27 2.5 20 1.3 £8 1.3
Poverty Gap (Bitlions} 176 16.2 24,8 243 LS 20.6 29 217
Change From Ourreat Law LE S #.1 33 44 39 55 _
Al Persons j o b
Mumber in Poveriy (Mdillions) 233 28.% 3n.6 3% 3L6 30.7 34 34
Change From Current Law 4.8 40 - "33 14 3l 10 L.
¥
PPoveety Rate{Pesceat) 113 10.8 s 12.4 122 £L.8 ifé(; 126 '
Change From Cusrent Law Y S 13 1.0 13 12 '
Poverty Gap (Billions) 44,6 46,8 574 562 540 2.3 546 . 86
Change From Curment Law 1046 23 1.2 $.5 ?.3 ) 6.7
piotes: The Consus Burnay publishes 2 famdiy of poverty statistics using slicenative defindtions of [m:om; The definltion of intorse dizplayed hm tncluder
#he effsct of toxes flncluding EITCE, food Stamps, housing programs, and schood meol proprems, Changes in governmentprovided health coverage € 890t
fucludad, nor are there 2oy sdjustments for medieal costy. Nambers may not 344 due to rounding.
“Eatlre Plan” refoes o seconeiliatlon geoposals ae wrell as fncome efegis lrom approprisdon seton for honsing, fobar, and engrgy assisionce pr;:»:;f;ams.
Sourcer HES's mlarosimudation medel, based o0 data fram the Magch 1994 Curront Populatton Servey, . g
: &
AN
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Table 2

L h

THE IMPACT OF CONGRESSIONAL PROPOSALS ON POVERTY
Under The Pre-Tax Money Income Definition Used For Officlal Poverty Statistics

Simulates eTects of full Implementation in 19973 doflars

R
Effect of 1993 Changes House Budget Plan Senate Budgel Plan Conferenée Agreement
—— e = - - ~ Entire—  Welfare Entire  Welfare - Emirc'ii;_  Welfare
Priot Law _Current Law Phn niit Plan Bitl Plan™"} ill
L -
Children Under 18 - Lo
Number in Poverty (Milllons) 15.3 15.5 16.0 16.0 15.8 15.8 158 15.8
Change From Current Law © 0.5 0.5 0.3 0.3 03 0.3
PO\'cr'ty Rate (Percent) 223 22.3 231 23.1 T 228 22.8 : 22.8 22.8
Change From Current Law . 07 0.7 0.5 0.4 05 Q.4
Famllies With Children {
Number in Poverty (Millions) 26.5 26.5 27.% 27.5 27.2 21.2 27.2 27.1
Change From Current Law 1.0 .0 0.7 0.6 06 0.6
. Iy B
Poverty Rate (Percent) 13.] 18.3 ; 19.0 19.0 18.8 18.8 18.8 8.3
Change From Current Law . 0.7 0.7 0.5 0.4 0.4 04
Poverty Gap (Dillions) 11.6 41.6 506 50.6 41.0 46.9 47,7 47,3
~ Change From Current Law 9.0 5.0 54 5.3 6.l 5.9
All Persons L
Number in Poverty {Millions) 138 38.8 39.9 399 39.6 39.6 3?:_6'_ 3%9.6
Change From Current Law . 1.1 1.1 0.9 0.8 08 0.8
Poverty Rate (Percent) 14.9 14.9 15.4 15.4 15.3 15.2 133 15.2
Change From Current Low 0.4 0.4 0.] 0.) g 3 0.3
Poverty Gap (Billions) 76.3 76.3 859 859 82.9 825 83 6‘ 81.1
Change From Curren| Law 9.6 9.6 6.6 6.2 1. 3 6.8

Notes: The definition used for ofTiclal poverty statistics counts all cash Income, but excludes the effect of taxes (and EITC), Food Slamps, houslna prognms,

and other neancash government assistance programs. Numbers may nol ndd due to rounding., . o
P

“Entite Plan" refers lo reconciliation proposals a3 weli as income efects from appropriation actlons for housing, labor, and energy assistance programs.

Source: HHS's miciosimulation model, based on data from the harch 1994 Curzent Population Survey.

Qa1

O L I

I

SHO'HOdE P03 .56-90-330

HO

ot s

L85-8u-0HG

AVdL PO S

-
=.1




i s
. . . ra ¢
- " i
L3 ’ ‘(;1
= L LI
. r L . g
. o y .
Table 3 ,*ﬁ
CONEERENCE WELFARE PROPUSAL: SENSITIVITY OF P{}Y?I{W ESTIMATES T ’i‘F’Cﬁé‘ilC&h ASSU'VZ?’H{}?{S é
Using a Comprehensive Posi-Tay, Posi-T :*am!“ er Drefinition of Kncome 5
Strautstes effects of fill implementation i m~ 591 doliars B &
Optimistic ) : S Pessimistie Q
B i T Agsumntions - . Astumptions Modeled Lo Assumpiiont g
States bureease Benefit M ?hirﬁs of S1ates Proyide Child ot p
Funding: Incressed Sconomiv Heanfit Vouchers After Time Lindt _ ‘More Conservmtbyve  Slates "Raca toshe Buttony g
Crowih; sndiot Non-dmltsl CBO Prodection of Progawn Grawtly 000 Projeriion of Progrum Inteemedinte  Labor Supply Bfeel sodor Dezeensed Econmnk &
Birth Rates Décline fatermediste Labor Supply Bfftets Growth Undes Conenl Law Prtimnta t of Tims Limi Growih
Children Under €8 ’ IR
Nusmber in Foverty (Miliions) 1.7 1£.2 13 s NER £ +2.1
Change From Current Law S 1.2 £.3 L.5 . v 17 +2.1
Powerty Rate (Percent} =5 16.1 16.3 16.5 ’ 16.8 +27
Uhange From Cunent Law -7 0.7 1.9 24 24 +1.1
Families With Childres " L. C
§ Number in Poveryy (MilHons) -3 19.1 153 T 3 X N 3 X 2.3
Change Frons Currerst Law 2.7 2.1 2.3 2.6 o %9 412
Poverty Rate {Porcent) . a7 i3.2 134 AT S & & 11
Change From Current Law 4.2 1.3 LE 18 T 9 +2¥
Poverty Gap (Blltions) 2.4 20.) 210 ) w7, . 24 490 5
Change From Corrent Law 47 4.3 4.8 3.5 P 59 +1.7 "
Al Persons - .
Number in Poverty (Millions) 23 06 308 3 314 1.7 -
Change From Cutrent Lav 7.2 23 < .43 3o . 3.3 +1¥ _
Poverty Rate (Perceni} Xy 113 18 120 : 121 +13 '
Change From Current Law 2.2 1.0 1.1 12 v 13 0.7
Poverty Gap (Biltlony) 1.7 52.2 528 336 . : 4.0 1

{hanpg From Correst Law DY 53 6.4 6.7 J 7.4 +07

Haes: The Ceacas Burens publisher » family of povesty statisthos ssing shiermative definiifons of Invorie, The definftion of jovome displayed here Includes dhe offund artm:s {ictuding TITC), Food szemm,
houting programs, uy schid mex) progiams. Changes I govtaiment-provided hentih coverspt it ot inciaded, noy are there sy mlfustments for medicad oo,

Sousee: KIS S microsTmudation made, based on data from the March 1994 Curront Popabation Survey,
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CENTER ON BUDGET
§ AND POLICY PRIORITIES

The Credibility of the OMB Analysls on the Poverty impact of the Welfara Blils
The Office of Management and Budget released an analysis detailing how the conference

agreement on the weifare bill would affect the scope of poverty in the United States. The study
found the bill would substantially increase the extent and depth of chuld poverty. Some have
suggested that the methodelogy the study employs is flawed and its findings overstated.

Those who have questionad the accuracy of the study argue that the measure of income used

overstates the effects of the legislation and that the study did not take inte 2ccount behavioral
changes that wmﬁd reduce poverty. These criticisms do not stand up under scrutiny.

-

The OMB ma}ys:s employed the very definition of income that many conservatives
themselves have long sald should be used when determining whether a family is poor. The
analysis considered a family poor f its cash ncome plus the value of food stamps, any
housing assistance it reccives, and the camned incoine tax credit it gets, minus the income and
payroll taxes it pays, leave the family below the poverty line. While this differs fromn the
definition of income used in the mwst widely cited Census Bureau poverty fgures, it
conforms to an alternative measare of income the Census Bureau has used for some tine.
The traditional Census Bureau definition of income that includes only before-tax cash income
and excludes other benefits has been riticizod repeatedly by a number of analysts, including
most conservative analysts, who argue that food stamps, housing assistance, and the earned
income aedit do, in fact, Increase a famdly’s disposalle income.

The income measure used by OMB also is consistent with the approach proposed recently by
a prominent. National Academy of Scierces parel on the measurement of poverty. The panel
recosunended that in-kind assistance other than health care nsuranse be included in the
definition of income when poverty is measured and that after-tax rather than before-tax
income he used.

The CMB study did account for behavioral change resulting from the inposition of welfare
tme Houts. The study assumed that 40 percent of the famdlies hifting the Hve-year time imnit
would find emplaoyment. The Congressional Budget Office, by contzast, assumes that andy 20
percent of these families would find work OMB assumed major behavioral change in this
area and used an assumption twice as optimistic as CBO did.

Furthermore, OMB's estimaie of the impact of the legislaton on poverty may be wndersfated
due to several conservative assumptions the study made. The analysis assumes no state will
impose a state e Lmit of less than five years. Bul 2 number of states — including
Wiscongin, Virginia, and Tennessce — are developing proposals for timw lizmits of
substantially shorter duration. If states impose shorter time limits on the receipt of cash
assistance and work siots, more families would likely be left without assistance and with
limited prospects for private sector employment. In addition, the analysis assumes states
would riot shift many resources now used 1o provide cash assistance to poor families to
services or work programs. If states do expend less on cash benefits than OME has assumed,
poor children would receive lass income support and could fall deeper into poverty,

It is important {0 note that a substantal part of the increase in child poverty stems from
spending reductions the Jegistation makes in areas other than AFDC. The ruts in the food
stamp program, for example, push a substandal number of children in working poor famdlies
beneath the pavesty line. Currently the combination of modest eamings, the samed income
tax credit, and food samps Lifls many werking families above the poverty ine. Whaen food
stamyp benefitz are cut, some of these families are pushed beneath the poverty line. The large
redustions in S5 benefits for low-irwome disabled children also contribute to the increase in
poverty identified in the OMB study,

7¢7 Month: Capitol Street. NE, Sutte 7058, Washington, DC 20002 Te: 302-408- 1080 Pax 202-40#-1056

Robert Qreenstoin, Executive Divecsor
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Response to Criticisms of the Poverty Studies

Congressional bhudget proposals make magor changes in several programs providing a safety net for
low-income famities with children. A study measuring the impact of these proposals concludes that
over 1.2 million children will be pushed tnfo poverty as a result of the Senate welfare bill, most of
them in working poor families for whom cash benefits and Food Stamps now make the difference
between being poor and being non-poor’. This poverty analysis accuralely and conservatively
measures the number of children living in low income families that fall below the poverty line
because of changes o the AFDC, $SI. and Food Stamp programs, despite criticisms otherwise,

The study utilizes the appropriate definition of income in measwring poverfy.

The study does not use a new definition of poverty, as some have suggested. The study
caleudates poverly using the same method that has been used {or yoars by analysts, including
those at the Congressional Budget Office, the Comunittes on Ways and Mcans, and the Census
Bureay,

The purpose of the analysis is ta demonstrate the impact of Congressional proposals on the
geonomic wellbeing of low-income families. To do that, an income measure was needed that
fully captured the impact of government policies before any policy changes. The official Census
measure does not do that. The official Census measure counts only cash income and ignores the
effect of Federal taxes and the EI'TC, as well as the value of food stamps and housing assistance.
For years, many analysts, particularly conservatives, have pointed out that the official measure
oversiates poverty hecause it ignores the impact of these important transfers. They are right,
When people receive food stamps, housing assistance, or EITC, they are betier off. A study that
purports to measare poverty but fails (o include these programs is missing an nmportant source of
income for low-income fanutes. For example, in this analysis the number of childien in poverty
under current law (before any proposed policy changes are taken into sccount) falls from 15.5
mittion under the official poverty definition to 10,0 million after including in family income the
vatue of non-cash povernmnet transfers and the EITC, less fede] taxes. This anaiysis responds
to the criticism that {he official poverty measure fails to account for the impact of many
government programs by appropriately using a more inclusive measure of income that bas been
used by CBO and the Commiitee on Ways and Means.

L This effect is genernfed from an analysis it estinuues the impact of poliey changes on families and
individeals. The cesulis are bazed o the TRIM2 miceosimulation model, a wellrecogoized model based oa 5
nadonally representative sampie of the non-institutionalized LS. populasion that has been used o prodoce estimates
for more thaa 20 years. The model computes the income, benefits, and taxes for each family under alternative policy
seenarios and then aggregates these income changas (0 dotermine the sotional impact of the policy change, Potentin
cflects of those laws as fully implemented are then shown based on the 1995 popuiation in 1933 dodlars.
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Further, the measure used in this study is nearly identical 10 an alternative used by the Census
Bureau, The Census Bureau calewlates this alternaiive becange the official measure does not
accaunt for the full effect of government palicies.

The study uses aptimistic assumptions about the work efforts of adults who lose AFDC
benefits due to the time limit in the Senate welfure bill

Some have criticizexd the report, stating that it does net assume that persons cut off from welfare
would go to work. That is sat the case. The study uses optimistic assumptions about the
snbsequent work efforis of adulis who lose AFDC eligibility bacause of the time limit.

Befors the time limit kicks in, most welfare recipients have already left the rolis. Thus, in
estimating how much women affccted by the time Limit would work and what wage they could
work for, it is important o keep in mind that we are talking about the most disadvantaged of
welfire recipients—-those who renatn on AFDC for a long time. They have poor skills, low
educational altainment, and minimal work experience. Their employment prospects are not
good.

The work cstimaie in this analysis was developed by comparing the characterisiics of long-term
welfare recipionis with those of single mothers who do not receive AFDC. We looked at thetr
education tevel, work experience, number and age of children, aptitude, and other charscteristics.
We did not take 1nfo account other conditions that may disadvantage long-~term welfare
recipients, such as the presence of a disabilily or unmeasurable characteristics that may affect
employment prospects.

Still, among these women, cur analysis assumed that women who hit the time limit would eam
on average $4,700 per vear. The top ten persent would manage to get jobs that pay an average of
$25.000 per year. !

Realisteally, the cstimate used in this analysis should be regarded as an optinistic appraisal of
the earnings prospeets of long-term welfare recipients when they enter the {abor market.

It is also importan{ 10 note that ihe work requirements will unfikely have a major cffect on the
tncom of AFDC regipients. Workfare participation is expected to be minioal because the bills
do not provide the resources for states 10 operate large scale work and training programs.,

Even with a higher percentage of AFDC recipients working, this increased work effort will have
a margina effect on the income of AFDC fumilies. One recent study on the cmployvment

¢ prospects of wellare recipients concluded that if forced to rely on their own wage camings, most

%
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weilare recipients would remain poor even if they worked full-time, full-year?

Further, numerous evaluations have concluded that work fare has modest effect on the income of
patticipants, Even inteasive work and truning progemms have not resulted in substantial income
gains, particularly for long-term recipicnts. For recipicnts who would find decent jobs, much of
the earnings would be offsel by taxes, work expenses, and benefit reductions. For example, an
AFDC recipient whe begins to work would keep only about 30 percent of their first $6,000 in
earnings.
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The estimates of the number of addiional children falling into poverty are based on
conservative Mfﬁffxpﬁi}ﬂs about state belavior

[
The estimate of the number of children moved into poverty under the Senate bill is conservative
given the optimistic assumpiions that are used. The analysis makes optimistic asgsumptions about
state maintenance of effort, and excludes several program cuts. Further, given the degree 1o
which transfer programs reduce poverty under corrent law, it is reasonable to expect that the
large program reductions in the Senate plan would result in ingreased poverty. All of these
reasons are discussed below.

H
i

Under the wcif‘arcimform plans in the Senate and the House, states are not required to maintain
their current levels of spending for cash assistance, The House plan has no maintenaoce of ¢lfort
requirement, while the Senate plan would require stales 1o maintain at least 80 pereent of their
FY 1994 spending levels for AFDC and related programs until FY 1999, While the proposals
would give states great fatitude to reduce their own expenditures on welfare programs, this
analyvsis assumes that stases will not ot benefits. 1 should be noted, this i3 1n direct contrast
with many research stadies which find evidence that states would cut expenditures for welfare
programs. Recent state actions, as well as proposals by Governors on future actions, would
support the conclusions of rescarchers. Several states have already moved to reduce welfare
benefits in response to the block grant. For example, Maryland is planning to cut welfarc
benelits by as much as 30 pereent if the block grant is implemented.

The following sections discuss several reasons why the assumption of state behavior used in this
arafysis is likely 6 bo overly optinustic,

D

The current AFDC finapcing structure makes it cheap for states to merease spendmg on welfare
programs. As it stands now, states set the benefit levels, and the federal government picks up

i
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2Cary Burtless, “Fioployment Profipects of Wetlare Rocipienis”, tn The Work Aliernative: Wellare Reform
and the Realities of the fob Marker, od. Demern Smith Nightingale and Robert H. Havemen, The Urban Instiue
Pross, 1994,
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over half of the bill. Under a block graat, however, states would have to pay for every cent of
spending above the block grant amount. Common sense would dictate that this change iy the
funding structure alone, ignoring the reduciions in federat spending, would result in lower
welfare spending by stales.

A recent, independent review of studies on siaie benefit levels would support that common senge
conclusion.” Every study included in the report would predict that block granting AFDC would
lcad 1o a substantial decling in AFDC benefnt levels, If our analysis had accounted for the 70 to
85 percent decline in benefits that some studies predict would result solely from changing the
funding structure of AFDC, the poverty mnpact of the welfare reform bills would have been
substontially higher

The reason that states would reduce benefits 15 because the federal government would no longer
share in the benefits or costs of changes in benefit fevels. The funding structure that exists under
current law means that states don’t have to pay the full additional cost of changes in welfare
spending; nor do states receive the full savings of reductions in welfare spending. Under current
law, the federal government matches any payments states make for AFDC. Therefore, if a state
wanted to inercase AFDC benefits by 81, o state would have to spend only between 20 and 50
cents. In other wcuifés, the price of a dollar of AFOC benefits is only 20 10 50 cents.

Under a block grant, the price of a doliar of AFDC benefits is the entire 'dolar; more, if foad
stamps are included. Because food stamps are fully federally funded, and are reduced when
families receive higher food stamps, the price to a state of a dotlar of AFDIC benefits is actually
$1.43, One does nét need complicated academic studies to see that states would spend less on

welfure tf they have to spend $1.43 to provide another dollar in income to a family.
i

i
2) States Would Reduce Benefits

In addition to the “change in the cost of weifare benefits” that states will experience, many

studies predict states will reduce benefits to deter migration.

Today, 17 percent of the population changes residence cach year, and 3 percent move across state
lincs. Low tncome, welfare dependent familics move at least as frequantly as other demographic .
roups, l -

3
Recent research shows that over the past 23 years, the difference i AFDC beneldt levels across
siates has been narrowing. Higher benefit states have been reducing the value of their benefits to

H
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bring them cioszrgw the lower benefit levels of neighboring states.® Under a Boek grant, where n
state would have to pay the full cost of additionul benefits that resulted {from being a “welfare
magnet”, it 18 Iikely that siates would increase their efforis to avoid becoming a magnet for those
seeking higher welfare benefits.
Some research has found little evidence that welfave recipients are actually drawn to particular

states because of a state’s higher AFDO benehis. However, as long as politicians perceive that
their state is a welfare magnet, states will continue to reduce the value of their benefits,

3

State fiscal choices in other assistance programs may be an indication of what states may do
under a block grant, In recent years several states have made severe reductions i thetr general
assistance programs, which are fully staie-funded without federal guidelines. These reductions
miay indicate what states will do once federal requirements and fisancial participation are
redused under a block grant system for AFDC,

4

The model assumes that no state will coact a time Himit fess than five years. Recent experience
suggests that this §$ an unreasonable assumption. Curvently, nearly ballof all states have 2
waiver that eliminates benefits for at least some fraction of the state’s caseload cartier than the
five year limit in the Seate and House bilts. If the Administration analysis inchuded a shorter
time limi, the estimated poverly impacts would have been even greater than reported.

The Senate plan gives states the option 10 transfer up to 30 percent of the cash assistance block
grant to other pregrams, such as Title XX block grant or for child welfare services. The analysis
assupies that no states transfier block prant funds 1o other sources. Reductions in the cash
assistance block grant to fund other scrvices could result in dotlar for dotiar increases in the
poverty gan, and increase the cconemic hardship of familics with children,

Further, the House and Senate plans also give states the option to block grant the Food Stamp
Program at a fixed funding level. The analysts assumes that no staies take this option. However,
it some states choose to receive a [Food Samp Program block grant and receive less money (o
operate the progrant, then the poverty impacts of the Senate plan would be greater,

%
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aul 1, Peterson, Murk C. Row, and Kennoth £, Scheve, "State Redistributive Policymaking: A Race to
the Bonom?”, paper presented at the Natioral Association of Welfare Research and Stadisties Conlerenee,
September 595, ]
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The estimates of the number of additional children falling into poverty are conservative
hecause they exclude many progrant cuts and assume coustant overall cconomic conditions

Many of the prorjascd spending reductions are in prograns that are excluded from the analysis,
Some of the cuts are in programs that affect familics” well-being, but cannot be attributed o
famitics” disposable incomes. Spending reductions i these types of programs, such as Head
Start, are nol included in the analysis. Additionally, some speading reductions that do affect
family income are not included because it is difficull to identify the families in the model that
would be affected by the loss in benefits. For example, the Social Seeunty Admimstration
estimates that 50,000 people who are disabled dug 1o aleohol and other drug addiction will fose
SSI efigibility; that awd 1s not medeled. Other exampies of spending reductions not included are
the savings resulting from some inmigrant provisions, and the increase in the age requirement
for filing for aged SSI benefiis.

The model also is conservative because it assumes thal the overall economic picture rentains
constant. Under an entitioment system, frmilies that lose income during recessions will qualify
for benefits. The model does not adjust for the fact that under a block grant, no additional funds
are available (0 serve these families, If states do not have the funds 1o meet increased needs
during cconomic downturns, there would be a greater poverty effect.

¥

The estimuaie that 1.2 milfion children will be moved into poverty wnder the Senate plan is
reaseuable given e current anti-poverty ¢ffectiveness of governnwent programs.

Under current law, 18.2 million children live in poverty before taking inlo account any income
from transfer programs. Additenal income from social insurance programs, cash transfers, food
and housing benefits, and the EITC removes 8.2 million children from poverty (this number also
takes 1nio account fedural taxes paid), Of these .2 mitlhion children romoved from poverty,
nearly ton percent of them are removed by the 1993 Clinton Admintstration EITC and food
stamp expansions alone. About 1.4 million children are removed from poverty by the BEITC, 4
million are remmoved due to bousing, food stamps, and school lunches, and the remaining 2.8
milion are removed by cash ransfers such as social msurance, AFDC, and S8L

Under the Senmte plan, transfer programs would remove 7 miflion children from poverty--1.2
mitizon less than under current law. This estimate is reasonable given the larpe reductions in
spendiog on the children’s salety net programs. The Senate plan would reduce spending on
AFDC and related programs by $15.6 billioa over seven years; Food Stany Progeam spending
woutld be reduced by $27 billion over seven years; and, changes in the SS1 program would
reanove 270,000 children from the SS81 reles,
- £ ' .

According’1o a scpairatc: HHS analysis of the Senate welfare bill, 3.3 million children will be
denied assistance breause of the 60 month time limit Additionally, af staie option, 2.3 mithion

. i . . , " .o .
children conld be denied assistimee beeause of the funily cap; 77,000 becanse they were bors to
H
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unmarried teen mothers, and 3.3 million because their paicrity was not established.

[
Given the role that AFDC, SS1 and Food Stamps play in ulleviating child poverty, and the
nember of children who will be affected by the Senate plan, it is reasonable to expect that the
substantial cuts in funding would result in more ehildren in poverty.

i
Given the proposed changes in benefit programs, and given the conservative assumptions
discussed earlter, the estimate of 1.2 million chifdren being moved into poverty under the Senate
plan is likely a lower bound estimale.
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_ MEMORANDUM
|

TO: lerry Klepner
i

FROM: Ceri Goins, Helen Mathis, Marion Rabinson, Douglas Haar
1 b

DATE: Tuesday, February 20, 1996

SUBJECT: Reg}ml on the Hearing sponsored by the Subcommittee on Human
~ s ?esourc:zs Committee on Ways and Means on the National Governors’
Association Welfare Reform Proposat

b
I

Panel 1"

The Honorable Thomas R, Carper, Covernor, Delaware
The Honorable Tommy (G, Thompson, Covernar, Wisconsin

Chairman Shaw began his opening staterment mentioning how President Clinlon vetosd
two welfare reform bills. He welcomed the bi-partisan group of the National Goveraors
Association here as it has restored the promise of weltare reform. Chairman Shaw stated
that taxpavers are forced to spend an extra $50 billion on illegal immigrants and that
Federally controlled welfare is a disaster. Me said break the entitlement and let the states
wuly help the poor. Chairman Shaw stated that President Clinton must make a choice
and must make a stand. More families are working and less are receiving welfare, We
stilh don’t kndw where the administration stands on the Governors” proposal.” He
concluded that the problem is not the peaple, the system is the problem; it destroys their
morals; it tak;es away their hopes for today.

I
Congressman Ford applauded the National Governor’s Asseciation welfare proposal even
though therefare weaknesses in it, He stated that he has not seer a bi-partisan proposal
from the Governors in the past.

|
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Congressman :Ford noted that there is no difference in the legislation that the President
has vetoed twice. Chairman Shaw said the difference is that the drug addict pilece was

added, Congf‘essman Ford satd that that was really no difference.

Congressman FFord expressed his concern that this proposal does not insure that needy
childrern will be protected. He pointed out some of the weaknesses including 3 weak
maintenance of efforts test that allows state funds intended for children to go for other
purposes, and it also adds 1o the ranks of the uninsured. The plan allows states to deny
welfare benefits even when families have played by the rules, are willing 1o and able to
work but cannot find a job - the states’ proposal immediately those welfare recipients off.
Additionally, the time limit, as proposed by the states, Congressman Ford believes is
olaving lip service to the advocates that states would choose and degign fair and
enuitable programs and does not permit the federal government to judge this before
Cangress passes the money down to the states, :

Congressman- conciude by praising the National Governors’ Association for the
fortunately bi-partisan proposal to the Congress that is something that we as Demacrats
and Republicans on this subcommittee and the full committee alwavs need to do.

Congressman Sander Levin gave his perspective of where we go from here: Qur nation
needs welfare refarm that has been clear for 3 number of years. It is what propelled
earlier efforts, such as the 1988 law which endeavored 1o link welfare to work. The
Governors’ proposals are tmportant both substantively and procedurally, Procedurally,
they are important in two ways: first, they have given new momentum to undertake
welfare reforfy; second, they have injected bi-partisanship into the welfare debate. - The
Republican majority has failed in this effort and that mistake must not be repeated.
There are two views on how (0 break the cycle of dependency: one is shortening the
time atlowed. on welfare, withholding benefits for anyone under a certain age or repeat
pregnancy. Under this approach, there is litde emphasis on health care, day care, or
preparation for work; the other involves teen pregnancy and a combination of obligation
of the individual and opportunity for day care, and if necessary the continuation of
healfth care and preparation for work. The Governors place themselves in the second
group. 5 ~

4
EH

There several areas of significant concern: the Contingency fund is woefully inadequate;
maintenanceof effort of state funds could be less in proportion 1o federal dollars; in State
accountability, provisions need more work to be enforceable; a substantial number of
recipients could lose health care coverage; optional food stamp block grant removes the
safety net for, children; and, performance bonus, child care, child welfare, 551 and
benefits for %(?agal immigrants need revisw. These problems are not insolvable,

Congressman Matsui was interested in process. He asked when this proposal would go
to full committee, and if the numbers in the proposal have been CBO scored 1o show
the poverty rates.



Governor Thompson exprassed urgancy to enact this legislation over the next month.

He indicated that the states are more capable of controlling welfare to achieve

~ meaningful reform He urged Congress to pass and the President to sign the three major
bilis of welfare reform, Medicaid and employment and training during the next month,
Me stated that states already spend between 25 percent and 30 percent on welfare. He
alse gave short staternent from Engler. Engler believes that the Governars proposal
defines the middie ground and not the middle of the road, Congress should chaz‘zge the
faw and the states will change the systern.  As far as illegitimacy is concerned, politicians
can’t stop tesnagers from having sex but the support of family, church and schools can
do this. Welfare reform should foster independence and protect children.

Covernor Carper went over more specific parts of the proposal, Congress and the
Governors should be working together across party lines. A recipient needs a job, a way
to get to tha: ;uls and to train i that job. Some recipients need child care. The EITC is
pro-family. We have to make H.R. 4 reward states moving people from welfare to work.
Replace Title VIl in the conference report with maintain foster and adoption entitlements,
The Governors’ proposal will allow states 1o have flexibility on mandates on family cap
with an oplion to restrict benefits 1o additional children bevond the family cap, Child
welfare, which protects children, would be a block grant for family preservation, an
option for foster care as capped block grant. For S8 the application deadline is set for
fanuary 1. Food Stamps would remain in the current-uncapped entittement form., We -~
maintain the current entitlement under eligibility for nutrition.  The work participation
rale provides for 25 hours rather than the proposed 30 hours and 35 hours. In addition,
states can opt to lower the rate to 20 hours for parents with children, The contingency
fund would increase to $2 billion with a trigger for unemployment and food stamps, We
significantly increase the money for child care. Child care would get an additional $4
billion with states setting the standards, The Governors will deal directly with theie
concerns of legal aliens,

!
Congressman (Camp stated that this proposal is proof that states are capable of the
responsibility of writing legisiation. Congressman Camp asked, would this increase the
states’ tlex;bliny in the transportation aread Governor Thompson said ves, Congressman
Camp contzmacﬁ with Wisconsin reducing the welfare rolis, how can other states
achieve this ;:}fr}gress? Governor Thompson said we match skills with jobs and we
received over 160 waivers for the counties. We want 1o try waivers statewide.
Congressmanj Camip further inquired with the following quesiions: Do you believe with
the waivers ycm have received from the administration that you can still afford the stale
flexibility; do you know what the Administration’s view is on the Governors’ proposal; is
it current witg‘z President Clindon's views?

i
Congressmarf Ford asked about the savings. Governor Thompson said there were
savings under Medicaid and the job training programs, though with the continuing
resolution, 163 work programs have been reduced 25 to 50 percent with less money and -
the same regu§azzom without the ability 1o consolidate. The Governors supported those
savings. C ongressman Ford said the American people want 1o know how we spend their

|
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money, Whete are the checks and balances to see how people are living and how do
we put those in place? Governor Thompson said that in Wisconsin the welfare caseload
has had a 32 percent reduction. With 100 percant maintenance of effort, | would like fo
use sorme flexibility to expand Medicaid to the working poor. 1 can’t do that under the
rules we curremiy have. Congressman Ford asked if children would be totally protected
after 12 years, ‘of age? Governor Thompson said children, the sick and elderly are
protected 100 percent. Congressman Ford continued why are small counties receiving
these waivers-instead of the cities? Gavernor Thompson said we would like 1o, but the
regulations don’t allow us to. Give us the chance to try new programs, because one size
does not fit all. We need the opportunity o set up independent programs.

Congressman itevm asked if the new structure would fit everyone who needs to be
covered? In regards to the contingency fund, in the last recession, AFDC went up by $6
billion in five yvears. That is a problem isn’t i?

Congressman’ Levm inguired about unempioymenz In the conference report
maintenancea of effort was adopted at 75 percent which is way below what states are
currently offering. Congressman Thompeon said that the current system lacks us in - we
want [0 expand but are limited; the Governors are always trying to outdo each other,

Congressman Stark said the opposition to the Governors’ proposal by the Catholic
Church rests on the principle (hat there is no federal protection for children who are
poor, and states are allowed (o wm their backs on them. Second, it would repeal the
rights of children for protection from abuse and neglect. Third, the Govemors’ proposal
would deny aid to the children of teenags mothers and mathers on welfare. How do
you know what works

Congressman Shaw said that religion i3 not the focus of how to-consider this matter,

Guovernor Thomipson said let us set up a ;}mgram that does work. {ongressman Shaw
concluded with praise for the Governors’ bipartisan effort,

PANEL # )
David Ellwood, Eloise Anderson, Gerald Whithurn, Bob (reenstein

David Ellwood, Ph.D. Professor, John F. Kennedy School of Government, Harvard
University, Cambridge, Massachusetts statement to committee ont the NGA proposal
reflected his disappointment in the direction in which the welfare debate has taken. He
stated that a good welfare bill should do two things, get more people working and leave
fewer children poor. He then offered five areas that he feels the NGA proposal falls
short. 1} Real reform requires a strong EITC and resources to support work, training and
child care. The NGA proposal still leaves poorer States facing severe fiscal pressure. 2)



States should pay their fair share. The NGA proposal lets States off the hook, A maich
is the surest protection from a race to the bottom,

Otherwise states have more incentive o cut benefils than move people from welfare to
work. MOE is crucial,

3) Mandating arbitrary time limits without work is a mistake. 4} Avoid block granting
food stamps under any circumstance.  5) Monitor State performance and learn from State
experience, With this in mind he emphasized the fact that the lower benefit States will
have 10 cut people off or lower services. He closed by asking the Governors and the
Committee 2{3 please not block grant food stamps.

Cong. Ford quest:orzed Dr, Elwood as to the effects that the NGA proposal would have
on kids. Dr. Elwood stated he felt that some States would use the funds correctly and
_others wouldinot. Therefore, there is a need for some kind of Federal oversight,

Cong, Levin’s question o Dr. Elwood was why the NGA proposal needs changes (o
provide adequate childcare? Dr. Elwood’s answer was that the States should share in the
savings. The way the proposal is drafted the lower benefit States will come up short. ’
Again there needs to be some written requirements of what the States must do and retain
Federal aversight,

Cong. Stark’s question to Dr. Flwood was what effect this proposal would have on kids.
- He responded that in all hanesty in some States no food, no day care and no insurance.
He stated that a good child care bill is measured by the parents working, food and
shelter for ihe kids and some type of insurance. Mr. Stark then asked if it’s a fact that
the lower the welfare benefits the less desire a recipient has 1o find work. Dr. Elwood
answered ves.

, | .
Cong. English asked Dr. Elwood to suggest fime limit that he would feel comfortable
with. Dr. Elwood answered (hat if welfare is going o be block granted to the States,
why dictate fo the State a time limit. When asked why the hardship 5 vear limit is
inadequate: and for suggests on the direction on food stamps.  Dr. Elwood responded
by saying that be does not feel that kids should be penalized because the parent can’t or
won't find a job.
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Eloise Anderson, Director of the California Department of Social Services, opened her
statement by saying that the current welfare system encourages dependency. She then
applauded the NGA proposal stating that it takes a giant step in the right direction o
change welfare as we know it. Ms, Anderson stated that although Governor Wilson
voted for the WGA proposal, there are still areas that needs improving 10 provide States
with flexibifity 10 develop innovative, effective and affordable solutions to our many
pressing social problems, 1) The family cap needs {o be a national policy. 23 The issue
of legal and illegal immigrants. 3} The child support issue of funding for automation, the
scope of sarvices, details of the paternity establishment performance goal and the
mandatory disqualification from Food Stamps for anyone who owes back child support.
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4} it should allow States the ability to ensure that fraud, waste and abuse is to be
prevented, allow Federal Tax Refund Intercept of TANF overpayments. iy addition,
exempl Fleciric Benefit Transfer EBT from Regulation "E” reqguirements. Last, it should
retain the 1992 Food Stamp Quality Control Reforms which revised the method of
establishing State error rate sanctions,

Cong. Matsui’s question (o Ms. Anderson was does she faver a 2 year time limit, Ms.
Anderson answered yes, Cong, Matsui then asked what if their are no jobs, If these
people are cut off the roles after two years where is the money coming from to help
them. Cong. Matsui then referred to a statement that Ms. Anderson made about CA's
success rate through its waiver projects. Me then asked what was the success rate of
vour most successful project, Ms, Anderson stated 25%, then Mr. Matsui asked what
would happen to the other 75%, will they not be served. Cong. Matsui did not give Ms.
Anderson a chance to respond before he moved on

Robert Greenstein, Executive Director, Center on Budget and Policy Priorities,
Washington, D.C., gave his statement in opposition to the NGA proposal. He concluded
that the governors’ proposal gives cause for serious concern, The NGA proposal would
provide additional Federal resources 1o States while at the same time permitting States to
withdraw large amount of State funding for income support and work programs without
losing any Federal funds. 1t also cuts oo deeply in several other areas such as food
stamps. ‘While the NGA proposal allaws States. to withdraw substantial resources,-it
provides few real protections for poor children and families. Greenstein expressed a lot
of concern wnh the provisions that allowed States to transfer welfare block grant fumis o
SSBG funds. -

Gerald Whitburn, Secretary, Massachusetts Department of MHealth and Muman Services,
Bostan, Massachusetts, testified in support of the NCA proposal. He emp?zasized the
progress that Massachusetts has made in getting pec&pie off the welfare roles through their
pilot waivers projects, although he was quick to criticize the Department for taking such
a long time to process waiver requests, Whitburn went through a lengthy description
and criticism of the way HHS handled the MA waiver request, citing number of contacts
and specific dates.  In particular, he spoke of the disagreement over time limits and
cutoffs, He feels that it is time to get the Feds out of the welfare business and let the
States give it.a shol. , .

Cong. Camp:cwestiozz to Mr. Whithurn was does the records show that when States have
moved people from the roles that they then reinvest the money in the program. M.
Whithurn answered yves in his State last year the case load dropped. The additional
money will be spent in child care,

|



!
!

H

!
+

Members present for the third and final panel were as followa:
Representatives Bhaw, Ford, Levin, Stark, and Matsul. This panel
congisted of Sharon Daly, Catholic Charities USA, The Honorable
Cardell Cooper, Mayor of Bast Orange, New Jersey on bahalf of the
Conference of Mayoers and Deborah Weinstein, Children’s Defense

¥

Fund ;

Mre. Daly indicated that the government has a moral obligation to
ensure that adeguate support is available for children through
jobs for parents or a national safety net. In their view, the
National Governore Asscociation (NGA) plan, like the congressional
plan, has %aur fatal flaws:

i
1) It would repeal the faderal guarantee of protection for poor
children, and it would allow the states to turn thelr backs on
caeir obligations to poor families.

2}  The segond fatal flaw in the NGA plan is that it would repeal
the right of individual children to receive protection against
abuse and neglect by theilr parents and caretakers, While the NGA
plan is pettsr in many respects that the House bill with regard
to the child protection programs, it would still permic states o
evade their responsibility to individual abused and neglected
children. |

3} The third fatal flaw of the NGA plan is that it retains the
rigid and arbitrary time limits for welfare -assistance that were
ingluded in the House bill. As yvou know, families could not
receive cash assistance for more than five years (or two at stats
option) and states would have no responsibility for providing
alternate assistance or jobs for the parents,

4) The fourth flaw in the NGA's plan is that it retains the ill-
advised policy of denying aid to children born to teenage mothers
and to mothers already on welfare. While the Natlonal Governors
Association plan dogs not require states bt adopt these dangercus
policies, it would permir all states to go down this road without
federal oversight or any effort to learn what the cutcome will be
of these cruel polices. As we all know, New Jersey is the only
state with data on the result of a “family cap” policy. Ths
Cathelic bishops and Catholiec Charicies have repeatedly opposed
the *family cap® on principle as well as on the empirical
gvidence.

There is one element of the NGA's plan that they can endorse
wholeheartedly: limiting gute in the Barned Income Credit o not
more than 310 billion over seven yvears., 8Scaling back both
eligibility and the amount of the credit (as in the
reconciliation bill) would punish the very families Chat.can be
role models for familiss on welfars,

Mrs, Daly closed with saying that the welfare debate has focused
aimogt exclusively on personal responsibility, with hardly a
wmention of social responsibility. The Cavholic Church, from the
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Pope on down rhrough the bishops, teaches that government must
regpect and guarantee that individuals rights are respected,
including the right tc "suitable employment for all whe are
capab:le of it," to just and adequate wages, and to social welfare
benefics when jobs are not available or people are not able to
supporr themselves and their famllies.

Mavor Coopeyx axpresseﬁ that the governors’ proposal falls far
short of protecting the needs of our most vulnerable citizens,
especially ocur children. Amony their concerns:

- The proposal repeals the basic entitlement of poor
children and their families to income assistance,

- It compromises the entitlement status of food stamps by
a;lwwxng the state to establish block grants, and it
makes deep cuts -~ approximately §26 billion ~- in the
food stamps program. In addition, unemployed adults
who are not raising minor c¢hildren would be thrown off
food stamps after four months, even if they have not
been offered & ob.

-- It provides states the option to convert funding for
fcst&r care, adoption assistance and independent living
from an open-ended entitlement o a capped entitlement.
This could mean that children in need of such seyvices
might not receive them.

-- dt yetains the weak maintenance-of-effort provisions
contained in the conference agreement, by allowing
states to cut their share of walfare funding in the
conference agreement, snd thus allowing state to cut
their share of welfare funding by 25 percent (828
pillion from the system over seven years) without being
penalized.

- It cuts the Barnsd Income Tax Credit, which helps to
make work pay, by zs much ag $10 billien,

- It is silent on the immigrant assistance provisions in
the conference agreement which would penalize many
newcomers, shift considerable costs to local
governments and create administrative nightmares for
program operators.

Whi.e the nation’s wayoers believe that our welfare system must be
reformed and while they appreciats the biw garﬁzsan effarz the
governors have made, they urge ﬂ&ﬁmregs te reject any weifare
reform prapasais whwch go net alleviate the concérns cutlined
above. i :

I . o
The Conference of Mayors basic pr1nc1plﬁs for welfare reform are:

- - the availlability of: jobs which pay a living wage,
nealth care coverage and ¢hild care;

- provisions which encourage fathers to assume
respongibility for prov1d1ng both financial and
emotional support to their children;

- welfare benefits sufficient to maintain a standard of
|
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21v1ng compatible with health and well - -being, and which
remain available for a period of time determined by the
client’'s need rather than an arbitryary time limig.

- é systen based on incentive rather than punitive
measures.

Mayor Cooper closed with a statement adopted from last month’s
winter meeting in Washington of the U.S. Jonference of Mayors:
"BEvery American has the right to income support, adequate and
affordablerhousing, and basic nutrition and health care. The
federal government must maintain regponsibility for assuring that
krhese basic needs are met for every citizen, particularly
children, elders and the disabled." A responsible federal
government will embraced these responsibilities. Welfare reform
which f£ails to meer them will fail the nation.

Mg. Weinstein of the Children Defange Fund opened her statement
by saying the NGA welfare reform proposal has some profound
shortcomings. These basic flaws include the loss «f guarantesd
income, nutrition, and child protection safety nets for poor
chiidren, the potential for states o walk away from theix
responsibilities to poor children, and misguided provisions
pertaining to time limits, work reqguirements, ¢hild care, and aid
to children with disabilities. CDF has opposed the abandonment
of rhese essential protections for children when they were
proposed in the House, Senate, and conference version of H.R. 4.
They oppese them now in the governor's plan, which modifies
eariier bills by allowing state to maximize federal funding while
minimizing state commitments.

Any welfare proposal should be dudged by its 1mpa¢: on the livss
ok pooxr c¢hildren and families.

Ms. Weinstein asked what will happen to children if the National
Governors’' Association welfare proposal is adopted? She
indicated with reduction in food stamps $2 billion greater than
the Senate-bill, and a 75 perxcent rather than 80 percent state
maintenance of eff&rz requirement, the NSA plan is in key
respects morée harsh than the Senate-passed welfare bill. The
Senate bill was estimated by the Office of Management and Budget
to increase the number of poor children by 1.2 million.

Furthermors, she expressed two significant criticisms of the
cuxrent welfare gystewm, which discourages earning and wmakes it
difficulc for twe poor parents Lo stay together. The system
discourages earnings by dropping cash and food stamp benefits
precipitously soon after parents starts work, and by dropring
subsidized, ¢hild care and Medicaid coveracge afa&r a year. True
reform s&cu@d include the following tools:

-- quallty child care, avallable on a sliding scale basis
as long as the family's income is low encugh to
qualify, whether or not the family has ever received

welfare;
i

H
;
H
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- ffective education, tyaining and job placement
pvograms {the most successful program operating now
Psually combine all these components);

oo

- improved enforcement of child support orders and
improved paternity establishment {(without penalizing
the children of mothers making a good f{aith effort to
caapaxa*a in seeking the absent parent}, and

- exaand garned incoms &1$regards that allow parents who
work at low wages to coniinue to recelive partial cash
asslat&nce and thereby ease the trangition to work.

tates that have tried to improve disyegards have
increased the number of families whose cash benefits
decline because they have earningsg. The Earned Income
?ax Credit serves a smimilar purpose, and it is
disappointing that the NGA welfare document was willing
fo aocept 310 billion in EZTC cuLs.,

The NGA proposai outtht to be “u&ged according to that elemental
principle applled to the medical profession: first, do no harm.
By adopting the provisions in the earlier bills that would plungs
millions of Qﬁlzdren into deeper poverty, the NGA welfare
proposal g?;lw the Zest.

CEA'E EO t e Pansl

Rep. Forxd addr&ggad nis first question to Mg. Weinstein of CDF.
Do you believe that federal protection must be guaranteed? The
Governors stated earlier that we should just trust them. How do
wa respond to Governors., Ms. Weinstein r&plx&d that King Gecrge
said to celonies a while ago -- we want the protection of laws --
if poor children are eligible for assistance then they should
raceive 12% The Governcrs’ bill gives vou ne such cuarantee.

He basicaiﬁy askead the sanme guestion tg Sharon Daley, zhould we
trust the Governors. She answered by saying basic human rights,
rights to asalstance, right to 1xfe, and rights to adesguate
health ﬁare mugt bDe guaranteed in federal law., Protection for
basic human beings must be written into law.

Ford guestioned Mayor Cooper as to whether they had any input
into the NGA proposal and should welfare be considered a block
grant. He answered by gaying, no they did not Ha continaed
that pncplm are divided along race, economic $ca25 and where they
live in this country and the federal governmant should not walk
away from its responsibilitles. It would be wrong., The federal
gmvernmentlne&ds to provide a gUldlng hand.

Nydia M. Veiggggg gave her gtatement. She opened her gtabtement

Iy saving &h& did not know which nightmare was worse -- getting a
flight ouv of New York t&&ay to Washington B.C. or the nightmare

of the NGA welfare proposal. She indicated that this honest

effort falls ehort because it ba*ids upon the flawed foundsation
b

e
|




contained 1n the walfare proposal recsntly wvetosd by the
President. Training and search assistance mean nothing without
the opportunity to get a real job.

We will only ensure the protection of our children by continuing
the entitlement status for programs that guard our children's
health and protect them from harm. Any welfare reform proposal
that ends the guarantee of health care for children and weakens &
vital program like AFDC is unacceptable.

i

1]
She was especially disheartened that the governors’' proposal did
not address the issue of legal immigrants--and she ewphasized the
word lesally. The provisions in the vetoed confergnce agresment
were an insult ro million of hard working immigrantsg. These
mean-splrited provisions would permit states to deny 881 and Food
Sramps to immigrants living in the United Btates legally. This
proposal is unfalr, unjust, discriminatory and un-American.

i
Velazquez continued that welfare reform ghould be » path to &
petter life not & dead-end street. "I support real welfare
reform, Dut not without real 3J0b ¢reation, not at the expense of
children, and not on the backs of legal immigraﬁts The Lrue
test of a humane society is how ir treats ics most vulnerable
gitizens. | In short, I she believe the NGA proposal does not pass
Lhe cmmyass;an test‘“

Q&a's went; Lo Rep. Levin, and he started by saying that there has
been a lot, of discussion about the contingency fund, maintenance
of sffort and other issusg. However he would like to focus on a |
few issues noi mantlioned yet and that the committee may nol have
jurisdiction, such as wedicaid and medicare. He asked Ms.
Weinstein of CDF to respond t¢ those provisions. $She replied
that States can cefing eligibility for medicaid and AFDC as they
see £it. While it ig likely children will be covered, there is
ne assurance in the propoesal that once you get a job that your
coverage will continue. For children over the age of 13 it is
unclear if they will be covered.

Rep. Levin also said that although Food Btamps is not in the
committee’s jurisdiction, he hoped the committee would lock at
the proposal.,

Levin asked what happen to foster care. Ms. Weinstein replied
that the NGA proposal allows for block granting all ¢hild
protection services and this was of great concern o CDF.  This
denies the basic commitment to the concept of preteetlng
children. . Rep. Levin further expressed that we need time Lo
discusa zhe legal immigration provision. The governors did not
take a position.

Rep. Stark expressed that he dzﬁ nat trust his governor.
Furthermore, he indicated that hisg Governor sald if you cannot
support your children this proves vou ave’an unfit parent and the
kids should be taken away in two vears and every time a kid
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changes +4obs in the state he oounts that &s a new ok, The
gquestion he stated was two-fold: If a person in New York loses a
job and théir benefits and then becomes sick, where do they go
and who pays? Rep. Velagzquez responded thay they will go to the
emergency room, and they must be treated. They city or state
pays Eor the service.
Rep. Stark, asked Mayor Cooper if he was in a position to
determine whe is £it to recelve bensfits. He replied absclutely
not. Stark alse asked if New Jerssy has a family cap, Sooper
replied, Yes, but it has not changed behavier and does not do the
state justice. We have had a shift in the population and it has
hean difficult to determine the effect ¢f the family cap.

Rep. Matsul indicated that the wanted to cover ons point about
the loss of the entitlement. He ig concerned about the words
"fair and eguitable treatment.® This is a major issue when you
are concerned about accountability. Governor cannot get a free
ride. Mayor Cooper responded that having each state define the
words fair and eguitable add another level of bureaucracy &n Lop
of the bureaucracy we already have. To what extent aye we
willing to punish people £or not ohtalining thelr goals in life?
Governors are talking about spending less monsy and cutting more
people from benefits., Welfare cannot be instituted state by
state.

Rep. Velazquez sexpressed her concerns that members need Lo slow
down and really examine these proposals. The governors cannot
have it both ways. Their proposal breaks the partnership.

Rep. Shaw wlosed the hearing by correcting a statement that CDF
made that 1.2 million children would go into poverty if the NGA
proposal was instituted. He indicatad that this number is based
an the asgumption that people would just be thrown off welfare
and he believes that would not be the case. ¥PFurther, he
indicated that Congress would watch the governors to engure that
they do what they ars supposeéd o do. He hopes they will not
lose governors along the way, because there will be some changes
to the current governors’' proposgal. He want people oub of
poverty.
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T0:  Interested Parties
H

FR:  Holly Bode & Joe Warden
RE: Feb. 21 Commerce Committee hearing on Medicaid reform

DATE: Fepruary 21, 1996

Beiow dre transcribed notes from today's hearing. Six governors
testified: Tommy Thompson R-WI, John Engler (R-MB, Michael Leavitt (R
UT:, Lawton Chiles (D-FL), Bob Miller (D-NV), andg Roy Romer (D-CO1. The
Republican members in attendance were: Bliley, Bilirakis, $chaefer,
Ganske, Upton, Tauzin, Oxley, and Greenwood. The Democrats in
attendance were waxman and Markey,

OPENING STATEMENTS

Bliley. Commend the governors for their bipartisan agreement. It
provigdes guaf‘anteed coverage to pregnant women and children, among
others, It gives states more money than ever before, and provides an
umbrefla fungd £o meet any contingencies that might arise. The most
vaiuable provision is state flexibiiity. Governors win, states win, and
vulnerable Americans win because the program, under the NGA proposal,
will be more responsive to theair needs,

waxman: The date that the majority selected was not good for our
members, IL1s g disadvantage to Democrats, who will not have an
opportunity to ask important guestions,

~ The NCA agreement is not complete - we do not have legisiative
language, and it has not been scored by CBO. We do not know if it will
save money: - ,

Last vear this Committee has not had any hearings on Medicare or
Medicaid. We have seen the result of this lack of oversight and in depth
consideration. Members of this Committee were embarrassed by the
reconciliation bill that the Committee passed, and as a result many of
those provisions, such as spousal impoverishment, were changed,

I commend Governor Chiles and the other Democratic governors
for negotiating a better agreement, but there are many things wrong
with it. For exampie, the lack of a definition of disahility, and dropping
mandatory coverage of kids over 12. The amount, scope and guration of
services is undefined, as is the recipient's cost-sharing liability. There is



no definition of guaranteed coverage. This proposal would repeai Titie
XIX and consequently overthrows the body of Title XIX caselaw. It aiso
remaves protections against the abuse of prowder taxes and donations,

: am glad that the Chalrman has agread to have more hearings, 5o
that we can hear from the various garoups that would be affected by this,
such as chilgren and the etderty. :

Bliley: This bipartisan agreement is important, and | commend the
governors for all their hard work. [To Mr. Waxman] Last vear, this
Committee had more Medicaid reform hearings than you had from 1890-
19384, '

The NGA proposal has been calied the ideal compromise. It
promotes innovation, gives states needed flexibility, and reduces fraud.
Today, we will hear from the governors how they would respond if the
NGA proposal is enacted.

Markey: | commend the governors for all their hard work. But what does
it mean 10 be covered under the NCA proposal? What does the
guarantee mean vis a vis flexibility, amount duration and scope, and the
iack of a definition of disability. A "flexibie guarantee® is an Qxymoron,
ke "iumbo shrimp.”  In Through the Looking Glass, Humpety Dumpty
said "Words mean what | choose them to mean.” This planexists in a

"LooKing Glass” world. wWhat about spousal impoverishment, or financial
protection for adult children of Medicaid-covered nursmg home
residents?

P . ' .
Schaefer: 1 give gracious suppaort for you and your work. This is an
excellent time to.go forward.

Ganske: | want to commend you for your work. The NGA proposal is a
refinement of our original MediGrant program. It eliminates mandates,
gives states flexibility, ensures quality care for nursing home residents.
As far as the donations and taxes issue is concerned, | am sure that
governors will repeal those provisions of the pian in their individgual
states. | i’:r,.}{)a my colleagues will examineg this issue very closely.

creat:;ng g new ez‘ztztiemeﬁt pragram with thi& NGA QF'ODDSBE which we do
not want Eii?) do.

Tauzin: | am here to listen to you. Congratulations on your QF‘O{)Q&Z&?._

|

Oxley: -1 willjask questions about fong term care later.

e o a e
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INOTE: Greenwood came to the hearing late, and did not make an
ppening statement!

1

GOVERNORS' STATEMENTS

to use words and phrases such as “individual entitlement” and "block
grants.”

Congressional action, court decisions, and changing demographics
have afl contributed to growing costs. We must give states flexibility so
they can get their programs and their costs under control, it Is critical
that Congress pass and the President sign welfare, Medicaid, and
gmployment and training refOrm as s00n as possible. Qur proposal were
passed unanimously, but they are very fragile. If they are changed, the
NGA can no longer support them., We have supplied a great deal of
getail, and we wouid like to supply more.

It 15 urgent that the Congress act ASAP. If it does not happen now,
it couid be Z‘E?Othef 2-3 years, If Congress doesn’'t move, states will suffer,

Miller: This i§ a unigue time and opportunity. Medicaid costs are
skyrocketing. After hours of discussions, we drafted a blueprint, and we
hope we have taken a modest step to help Congress reform mMedicaid.

i ’ *

The states and the federal government must guarantee coverage 1o
pregnant women, kids under 6 under 133% of poverty, Kids 6-12 under
100% poverty, the elderiy and the disabled. state must have fiexibility.
They must be protected from economic downturns, the federal
government must uphold its financial résponsibility to the states,
Bipartisanship is essential.

Leavitt: In Utah, we are expanding our system. However, we must have
flexibility to do this, Only Medicaig is increasing as a proportion of state
budgets - other programs, such as education and highways, have
cdecreased as;a proportion, We all agree that states need better tools to
manage Medicaig. In Utah, we have expanded coverage to age 13-17
under a waiver, but now we are fighting with HCFA again over our
walver. The waiver process is fraught with problems.

The NGA proposed formuia would aligw states to chogse their hase
year (1893, 1994, 1885); the growth formuia would be updated annually,
and would refiect popuiation changes and inflation. There is aisc a
special grants program for immiarants, and an umbrella fung to protect
states,
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This proposal is @ hard-fought compromise, and is guarantees
coverage. | ‘

Chiles: We have come here today to present our best attempt to reform
Medicaid. Itidoes not repeal Title 19, it is an outline, and we know that it
- can be improved. it is difficult to replace 30 years of hard work.

Co
it guarantees individual coverage; with few exceptions, those
eligible today will remain eligible. It is important to retain the safety net.
States need the fiexibility to tailor the program to fit their needs, but we
gon't want fiexibility to siash the program. There are two key principles:

fiexibility and a federal-state partnership for financing.

The umbrelia fund is an entitlement - it is not capped or
appropriated. States must have adequate resources.

We must all work together.

Engler: Wwe must have Medicaid reform. The NGA proposal creates a new
law ~ an entitlement to states, who promise to guarantee coverage.
There is no rigm’ 10 federatl court, which protects states from unelected

* federal judges making essential program decisions. States will negotiate
the appropriate legal process with the secretary of HHS. . The NGA plan
will fr&e szates from waivers. ’

-RBomer: [Gov Romer drew a diagram of the financing mechanism.|
There is stilf much to be clarified:
We must address amount duration and scope, as the guarantee of
coverage is meaningiess withaout it:
-we have much to do to define disability;
Reducing the maximum state share from 50% to 40% is probably
not g;{}iz?g t0 WOork. - y

We have to tone down our rhetoric, and compromise, For example,
| beligve t:nat Kids 1318 should be covered, but 1 had to compromise,

QQESTIQN§ZQ¥§SWER$

Bliley:
\ o _ | _
Q: Governoy Thompson, what was the key to resolving thorny issues?
A We had 1o be bipartisan, not use buzzwords and phrases like "Dlock
grants” and nothing was agreed ?.:z’} until everything was agreed to.

o} (;t}%;emor Chiles, how wouid \gou impiement an agreement that
contained the gssential elements of the NCA proposal?

E
E
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A We would expand managed care, and use the savings to expand
coverage to the working poor.

Q: Governor Miller, what would happen if there is no Medicaid reform?
A: In Nevada, we would probably go off the cliff in the next decade, We
must have an umbrella fund in Nevada because our Medicaid population
is growing S(? rapidly.

waxman:

i
0: The funding formula has four components: base year, growth
amount, special allen grant, and the umbrella. Are the umbrelia and
growth amount uncapped?
A: (Romer) Yes.

Do vou all agree?
(Leavitt) The umbrella is uncapped, but the growth imit i5 capped.

15 growth based on enroliment?
(Romern it is based on a per person calculation.

What haoseﬂs If the growth estimate s 100 high, and states are given
mo much money?

A: (Romer States get to keep the excess.

A {Leavith States must spend their match, and excess funds must go to
program expansion.

Bilirakis:

Q: What heaith related priorities have your states abandoned because of
federal mandates? HOw would the NCA plan address this?

A: (Thompsons in Wisconsin, we have a3 Cadillac plan., We want 1o change
to a Buick plan and use the savmgs to expand coverage.

Q: lf you change from Cadiliac to Buick coverage, you would still have
Qood coverage?

A: {Thompson Yes. ‘

A: {Leavitt) We want 10 90 From VW coverage to Cadiliac coverage in
Utah, ?

A: {Engien Wwith reforms, we could cover an additional 30,000 Kids, and
gxpand home health services o the eiderly. We cannot it:)ck in costs
from the current failing system.

Schaefer:

Q: Are dollars to states controlied by governors or state iegislatures?
i
i
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A (Thompsonl We haven't gotten to that detail vet, but probably every
state will gohrough their legislature.

|
Q: Under the current system, some states get more money than others,
Does the NGA proposal make any attempt to even out funding?
A: (Romery DSH s not in the base. 1t will inCrease each vear, up to 12%
of a state's total Medicaid expenditures.
A (Leavittl Questions of formula are difficult, Gur formuia tries to
remedy disparitias,
A: Miller) The basic answer to vour question is "No.”
A: {Thompsont DSH is in the base - that's NCA policy.
A: {(Romer! The reason | see DSH as separate is pecause the umbrella fund
nays on a per person basks, and you cannot inciude DSH in the umbrelia
calcidation.

waxman: ’

Q: IsDSH in tne hase?

A: (Romery DSH is in the base for purposes of calcuia{: ing the annual
growth rate. Bul it is not in the base for purposes of determining the
per person umbrella payment.

i
O: How does: DSH grow? infiation, or some other factor?
A (Romert We haven't dlscusseé that detail. We are trving to control
DSH. i
A: Engler There s NO increase to DSH over 12% of total program
expenditures in each state. we have not agreed upon our DSH policy,
and we want to discuss that with Congress.:

ngge: :
G How many of your state legislatures are considering bills to curb
abuses in managed care? [four of six governors raise their hands.] Do
you think it is appropriate for the federal government to have
protections in place, or should it be done state-by-state?
A: {Romern) 5tates should have flexibility, but HHS should approve. There
is some roie that a national body can play te ensure that the deal is kept.
A {Englert HMS could be downsized considerabiy under this plan - we
could get rid of HCFA. Micro-management by Washington bureaucrats
have added billions to the program,
A {Leavitt) The Secretary should monitor states 1o ansure that the
moﬁev is being spent properly,

(Thompsony We have to file amendments 1o change our Medicaid
arograms, we must streamline this process.

t

upton:
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Q: What is the expected budget shortfall for vour states under the
current Medicald system?

|
A: {Engler) The state of Michigan is spending $320 million on Medicaid for
Fiscal Year 1987, 70 meet this amount, the state is diverting funds from
gther programs, such as education, in order to receive matching funds,
A (Thompson) The state of Wisconsin currentiy spends 5125 million on
Medicaid anqua%!sf with an increase of 10% every year.

Q. what cha%ges are vou proposing on the financing aspect of the NGA
Medicaid plan, specifically, on stare matching funds?

A: (Thompson) The states’ share would drop from 50% t0 40%.

waxman: i

; '
Q: The reguction in amount the states would pay could adg up to be a
reduction of §214 billion in state funding over seven years, Obvigusly,
the states have the ability to put in much less money. This could very
well lead to a real decrease in services.

A: tEngler: Not all states are at 50% match, some are below 40% today.

Q: The NGA plan has the states own matching contripution reduced,
while the minimum federal matching contribution will increase from 50%
1o 60%. )

A: (Engler} Even mere money Could he saved if "washington stopped
MICro-Mmanaging™ the Medicaid program and "cut out [thel bureaucracy.”

A: Romer) the NGA funding formula was based on the premise that any
savings achieved would be designated for health care programs.

Q-1 am curious about the Siﬁ)ﬁ?CifiCS of f?‘i@ insurance Umbrella coverage in -
the NGA Medicaid plan.

Ar (Leavitt) The Umbrella coverage in the NGA plan is based on projection .
versus occurrence and wouid be updated on an annual basis.

A. (Romen in most cases the insurance umbrelia wilt be used in case of a
gconomic recession in a particular state,

Oxiey;
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Q: Is repealing provider taxes going to require states {0 impose new
taxes to hei;:g pay for long-term care? .

A: (Engler) 1 O not think the states would have to impose new taxes o
make up the difference. 1 do not think the Federal government shouid
be C{}ﬂ{:ernﬁiﬁ with what taxes the states impose.

A: (Romen f?‘ze states would achieve savings through the flexibility that
the NGA gmgram wouid nrovi(}e‘ we need to be efficient,

- {Englen sven more saving could be aeﬁrevea through emphasizing
aﬁmimstrat ive savings,

Greenwg}{}d:

Q. What comfort could the Governors provide 1o advocates for the
mentaily ii?

A: (Millen) Any state plan must be approved by the Secretary of the
Pepartment of Health and Human Services and the states will have the
flexibility 1o possibly ennance services for the mentally il

Q: Have you proposed any legisiative strategy?

A: {Thompson! We have three main issues we want 1o see passed by
Congress and signed into law by President Clinton. They are Medicaid,
welfare reform and employment and trzining iegislation.

We feel it is very important for these three biills to be passed and signed
into law by next month,

A {Romer) | believe that Medicald shouid be mcer{}orated into the
budget bill.

A: (Milien) | thmx it would benefit Congress to start from scratch. we
[tire Governors] were not abie to get anything done until we cleared the
tabie and eliminated partisan buzzwords and worked in a pi-partisan
fashion.

Waxman:

0: | fear that the end result of the this plan will be less Medicaid funding
for vulnerable peoplie, 1 also fear that milllons of people who now have
Medicaid coverage, will have (885 or no Medicaid coverage at all. if the
NGA plan repeals Title XIX, it repeals a provision which exempts aduit
children from paying nursing home costs for their disabled parents, |
don't want ghat and | don't think the governors want that either. Do

H
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A: {(Romer) Qur plan does not repeal Title XIX, but instead 3dds a new
titie, The NGA plan is 3 work in progress and we will add whatever is
necessary to)make it work.

A: (Thompson We have been working and will continue to work very
hard in trying to address all the issues.

Q: With Federal funding, there needs to be a Federai/state partnership
that must be very specific on the rules. Let me add that under the NGA
Qi&?’%r the disabled may not be covered and 13-18 year Oldds may not be
covered.

A {Millery The base and growth funding provides the guarantee that
anyone currentiy covered will continue o receive benefits.

< Markey:

Q: | am concernad in funding reductions at both Federal and state levels,
| am aiso concerned in the funding formuia where the Federal
percentage is higher but it is the states who receive great discretion in
administrating the Medicald program. | do not feel it is right to eliminate
Cindividual suits on benefits in Federal court. Since the federal
government provides maost of the funding, the federal government
should have more influence regarding pglicy changes,

A&: (Chilesy The current system is out of control, increasing at a rate
bhetween 10% and 20% a year. in addition, the cuwrrent system does not
provige the states with the fiexibility needed to provide coverage for the
working poor.

A: (LeavitD The federal government ¢reated the Medicaid program, but
now the program needs 10 be fixed., The federal government wants a
partnersnip.:_ '

Markey:
Okay, but not a silent partnership.

:
Chairman gliley closed the hearing by thanking the Governors for their

time and efforts. The Governors promised to respond to members
written requests and also 1o possibly return at a 1ater date for additional
hearings. ! : --

|

i
H
1
i



T E S T I M O N Y

36 ¥y
x X
* :r |
*$*¥

Statemnent of

Governor Toimmy G. Thompson, Wisconsin -- Chairman
Governor Bob Miller. Nevada - Vice Chairman
Governor Lawton Chiles, Florida

Gavernor }f:;im Engler. Michigan

Governor Michael O, Leavit, Utah

Governor Roy Romer, Colorado

on behalf of -

The Natonal'Governors' Association

before the

Comunittee on Commerce
U.S. House of Representatives

on .
H

¥
Restructuring Medicaid: The Governors’ Proposal

i
!

February 21, 1996

EATIONAL GOVERNORS' ASSOCITIATION
Hall of the Swiee » 443 Kortk Capitel Street « Washington, DC J0001-1512 » (202 6245300

T
H

]

H



|
RESTRUCTURING MEDICAID: THE GOVERNORS’ PROPOSAL

Good morming Mr. Chainman and members of the committes. We appreciate the

| .
. 1 B 3
opportunity to appear before you today on behalf of our colieagues, the nation’s Governors, to

diseuss the resulis of our recent efforts to develop a proposal to restructure Medicaid, We are
1 :
pleased to repém that the proposal we will outling today was adopted unanimously on February &,

;
at the Winter meeting of the National Govermors’ Assaciation (NGA) here in Washingion and

represents the!of{zciai policy of our organization. Thiy is & most impontant time.  Qur charge as
elected officials s difficull. Americans cxpact duaipline in federal and state spending, and we
have the responsibiity to assure that the funds we spend are spent wisely and that they produce a

4 .
cost-cifective rewurn on nvestmend.  In no arey is such a need greater than in publicly funded

health curs,

BACKGROUND

For most of the last decade, health care expenditares in the United States have far exceeded

#

_ovém!i‘growtiz in the U8 economy. And while medical inflation v decliming, public and

1
i

privately funded health care costs continue o limit the fong 1erm economic growth of the nation.
For sates, th::] primtary bvipact of health cure Cosk on state budgets has been m the Medicgid
program, Aonual Medicaid growth over the tast decade has been well in excess of 10 percent,

and in half of those years anmual prowth approached 20 percent. Determining the causes of such

4
1]

unbridled growib is difficuit.  However. major contributing factors include:  congressional

expansions in the program, court decisions Timiting the states in their ability to control costs,
% | .
pobicy decisions by states masimizing fedenul Tinancing of previously staie-funded health care
: B
: .
H

DIOGrams., :mci‘_i:%zmgiﬂg dempgraphics.

Rﬁszrimz}g the growth of Medicaid & no easy task. Medicaid is the primary source of health

. i
care for jow %Erzwmf: pregnant women and children. persons with disabalines, and the elderly.
£

3

Thits vear, states and the federal gavernment combined will spend more than $15¢0 billion in this

E
’ |
|
|
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progrum providing care 1o more than 35 million people.  The challenge for the nation, and

Governoes s %ﬁe stewsnrds of this program, is (o redesign Medicaid so that heaith care costs are
mare effectively contained, those that truly need health carg Coverage continut 10 gaIn Jccess (o
that care while giving states the needed flexibility to maximize the use of these Hmited health
care dollars to“most effectively meet the needs of low meome individuals.

THE NEW PROGRAM ‘

Within the baﬁlanecd budget debate, a number of alternatives to the existing Madicaid program
hiave been p;of;msed. The following outlines the NGA proposal. [t blends the best aspects of the

!

current {zr<}g€am with congressional and administration  alternatives toward achioving a
streamiined ;zzfzd stare-flexible health care system that guarantees health care o our most needy

H
citizens. Since the proposal was unveiled on February 6th, we have had a myriad of questions

concermag z?zé details of e proposal. Some of those guestions have been answered others
remuin unreselved. 1S not our inent today. 1o put forth a completed proposal with all of the
“I'sT dotted and “T7¢7 orosied. Ratker, this is an outline and a working document that is meant
10 be refined through o process of public examinmion,

Program Goals. The NGA proposal is guided by four prirmary goals,

1

! L .
»  The base health care nseeds of the nution's most volnerable populations must be

EH

guaranieed.

i
*  The growd in health care expenditures must b broughs under control,
% .
*  Suutes must have sukimun Deahiby in e dosign and implementation of cost-effective
%
swstem of tare,

#

¥ N
s Suites must he protected from unanucipaied program costs resultimg from economic

fluctuations in the business cyele. chumging demographics snd natural disasters.



Eligibility. Coverage remains guaraniged for
1
' :
s Pregnant women to 133 percent of poverty.
: :

e  Children to age 6 to 133 percent of poverty.

» Childre:iz age 6 through [2 to 100 percent of poverty. .
» The cld::rly who meet SS1 income and resource standards.
. Pcrson;iwith disabilities as defined by the state in their state plan. States will have a funds
set-isidd requirement equal to 90 percent of the perceniage of total medical assistance
|
funds paid in FY 1995 for persons with disabilities.
. Mcdicuric cost sharing for Qualified Medicare Benefictaries.
+ Eithen
-~ Individuals or familiesx who meet current AFDRC intome and resonrce standards
(stutes with scome stondards higher than the national average may lower those
stindards to the sational averuge ) o
~  states can run a single ehigibility system for individuals who are eligible for 2 new
m';:it'arc program s defined by the ste
Consistent with the statete] adeguucy of the state plan will be determiied by the
Secreinry of ii HS. The Seoretary should have o time certain to acl
Ceverage resmaing optional for:
* Al other optional groups in the current Medicwd program,
»  Oniher individuals or families as defined by the state bug below 275 percent of poventy.
Benefits, The following benefits remain puaranieed for the guatanteed populations only.
Inpatient and outpatient hospital services, phvsician services, prenatal care, nursing
facility services, home health care, fumily planning Services and supplies. laboratory

und x-ray serviges, pedinric und family nurse practitioner services, nurse midwife

services, and Barly and Penodic Screening, Diagnosis and Treatment Services. (The
i
1
i

|
%
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“t” i EPSDT is redefined so that a state need not cover all Medicaid optional services
for children.)
At a minimum, all other benefits defined as optional under the current Medicaid program would
remain optiornzlﬂ and long term care options significantly broadened.
Suntes have {:{};mplete flexibility in defining amount, durgtion, and scope of services,
Private Righi of Action. The following are the only rights of action for individuals or ¢lasses

t

for gligibility fmé benefits. Al of these festures would be designed 1o prevent states from having

H

s dlefend agai?&sz suits on eligibility and henefits in federal coun.
¢ Before z;;king action in the state courts, the individual must foliow a stule adrupistrative
i
appeals process.

s Staes must offer individuals or classes a private cight of action in the state Courts as o

eendition of participation in the program.

+«  Following action in the state courts, an individual or class could petition the U S, Supreme

Coure

« Independent of any saie judicial remedy. the Secretary of HHS could bring action in the

federul couns on behall of individuals or classes but not for providers or health plans.

«  There should be no private right of agtion in federsl court for providers or heaith plans.
Service l)cliv.cr}_‘, States must be able 1o use all availahic health core delivery systems for these
populations without any speciad pormission from the federal povernment. States must not have
tederally imposed Himits on the number of beneficianes who may be envolled in any network.
Provider Muandards and Reimbursements,  Sates must have complete authority 1o set all

H
health plan ond provider reimbursement rates without interference from the federal government
or threat of fegal action of the provider or plan. The Boren amendment and other Boren-iike

3

Qututery provisions muast be repealed. “Ome bundred percens reasonable cost reimbursement’
]
|

must be phased out over a twa year period for federally qualified health centers and rural heslih

!
'
\
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chimics. States must be able (o set their own health plan and provider qualifications siandards and
T e zmbméfmgz;_j from any federal monimum gualification standards such as those currently set for
obstetricians and pediatncians.  For the purpose of the Qualified Medicare Beneficiaries
program, the states may pay the Medicaid rate in liew of the Medicare rate.
Nursing Hon}c Reforms. States will abide by the OBRA 87 standards for nursing homes.
States will have the flexibility to determine enforcement strategies for pursing home standards
and will include them in their state plan.
© Plan Administration. States must be unburdened from the heavy hand of oversight by the
Health Care ‘Financing Administration.  The plap and plan amendment process must be
streamiined 10 remove HCFA micromanagement of state programs. Oversight of state activities
by the Secretary must be streamlined to assure that federal intervention occurs only when a state
fails to comply substantially with federal statutes or its own plan. HCFA can only impose
disa]lowuucc&}thau are commensurate with the size of the viclation,
This program shaubd be wnuen under o new title of the Soctal Secunty Act.
Provider Tuxes and Donations.  Current provider tax and dgn&t%an restrictions in federnd
Staes wouic? be repealed. Current and peading state dispeges with HHS over provider taxes
wonld be tiix(::f)rz!inz}ud:
Financing. I‘Eiach state widl bove a maximom federal sllocation thar provides the staie with the
financiag c;tpa:i{:ily 10 cover Medicaub enrolices. The allocatinn s gvailable only if the stme puts
up i mulchingf percentage (methodology o be defined y The allocation is the sum of four facz{l}rs;
hase ailﬁcmm;‘ prowtly, spccial grants Opecial grusts bave no state matching :eqai;emeﬁzj and
an insurance zz;mbrf:ﬁa, deseribed as foliows: )
1_

Lo Buse, ln determining base expenditures, o Mate nuy choose from the following - the 1993

cx;}endimgex, 1994 cxpendiures, or 1995 expenditures, Some states may require special

H

v ' - . . .
pravisions o correet for anomalics in their base vear expenditures.
i

L
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Growth, 'I:_'izis is a formula that accounts for estimated changes in the state's caseload (both
overail gréwz%z and case mix} and an inflanion factor. The details of this formula are 1o be
determined. This formula is calculated each vear for the following year based on the best
avaiable data. .
Special Grants. Special grant funds will be made available for certain staies w cover illegal
aliens and for Cenaén' states 1o assist Indian Health Service and related facilities in the
provision of bealth care to Native Americans. States will have no matching requirement to

gain access to these federal funds.

The Insurunce Umbrella. This insurance umbrells is designed o ensure that states wall get

access @ addittonal funds for certain populations i, because of unanticipated conseguences,
L

the growth factor fails 1o sccurately estimate the growth i the popalation.  Fumds are

guaranteed on a pet-beneficiary basis for those described below who weree oot included in the

© estimates of the base and the growth. These Tunds are ap entitlement o states and not subject

H
10 annual 2ppropriations.
!

Populations snd Benehits, Access 1o the imsurance umbrella 15 available 1o cover the cost of

care for both guaraniced and opticnal benefis.  The webrella covers gl] gusranteed
poputations and the optional portion of two groups-—-persons with disabilities and the

elderly.

Access to the Insurance Umbrelly. The inmsurance umbrella s avatlable to g state oply after

the following conditions are met.
t. Staes must have used up other available base and growth funds that had not been used
because the estimated populution in the growth and base was greater than the actusl

population served,
]

1.3

Approprinie provisions will be established 0 ensure that states do not have access 1o the
¥

wmbreita funds unless there is a demonstrable need.
H

i
H
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3. Maching Percentage  With the exception of the special grants, states must share in the cost
of the program, A state’s marching contribution i the program will not exceed 40 percent.

srarm. Current disproportionate share hospital spending

will be included in the hase. DSH funds must be spent on health care for low income people.

|

A state will not receive growth on DSH if these funds constitute more than 12 percem of
/
total pragcam expenditures.

{’:;g::visieﬁs faé* Territories. The Nationa] Governors' Association strongly eacourages Consress
1o wark with the Governors of Puene Rico, Guam, and other lerritories {owards allocating
equitable {federal funding for their medicat assistance programs. i
CORCLUSION
i
We bziié:ve that this proposal meeis our four go;éis. The basic heaBth care aneeds of the
nation’s mesé vulnerable populations would be guaranticed.  The growth in health care
expenditres :{\&*ot}id Ee l:}r<i;zghz under control. Mates would have maximum flexibility m the
. 4
design and iviplementation of cost-effective systemn of care, and states would be protected from
unanticipated program cosis resulting from econamic fluciuations in the business ¢ycle, changing
d&mogruphici and auturod disusters
We would like to thunk you M. Chuirosn and membess of the committee for giving us the
opporunity t(} appear before you today 1o offer cur propasal ta resteucture this most impoctant
progeans, Bcf:m‘c answering questions, we would like 10 feave you with the foliowing thoughts.
s First, u]i«'hile we focused toduy on Medicaid. it is cr'ztica.i that Congress pass and the
Presidesnz sign the three major bills of welfare reform, Medicaid. and employment and
training during the next month. States must have the ability to enact budgets that fully

integrate these iRree programs in order to provide cost-effective services thut assist in

moving people from welfare 10 work.

T



Second, both Republican and Democratic Governors support significam changes in the

Medicaid program. We believe it 18 possible 10 restructure the program in a way that lers

i

4
states innovate while we continue 1o meet the needs of our most vulnerable citizens. Our

hope &5 that we have provided you with a framework you can use 10 make these changes.
We aiso hope that you will use the same bipartisan approach that we used in developing
iy
our policy.
f
Third, we are prepared o work with you ax soon as pussible to convert our principles into
legisiative language. We koow the importance of making these changes because our
budgets are at stake. A Medicwd reform proposal that is consistent with the principles we
have incl?dad i our policy will receive biparosan support from Goveraors.
Finally. we would like o say that there is on urgency that you enact this degistution over
the next month, Your window of opponunity is very smafl.  Shortly, yoa will need w0
bepin the budget process for fuscat year 1997, We are concerned that | {ailure 1o act now
i
rocans that this is unlikely to huppen for two 16 three years since next year is an election
year. Stutes spend on aversge about 15 percent of thelr own state money on welare und
Medicaidiand many Governors have wcorporsted resvructured programs o their fisopl

1997 budget.  We encourage Cangrans to ke action consistent with our proposal. Failure

to do so could cause rmyjor problesms in o number of suates.

Omnee again, thank you for your atiention. We are happy 10 answer any guestions.
1
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TO:  Interested Parties
FR: Susan emmer & Joe Warden

RE: Feb. 22 Senate Finance Committee hearing on Welfare & Medicaid
’ Reform .

DATE: February 22, 1996

Below are transcribed notes from today's hearing. Six governors
testified: Tommy Thompson (R-WH, John Engler (R-Ml), Tom Carper (D-DE},
Lawton Chiles (D-FL, Bob Milier {D-NV), and Roy Romer (D-C0). The
Republican members in attendance were: Roth, Chafee, Hatch, Simpson,
Gramm and Nickles. The Democrats in attendance were Rockereller,
Breaux and Curad.

i

!
OPENING STATEMENT

© Roth: Thanked the governors and appreciate their extraordinary
contributions to Medicaid and weifare reform. The governors are here
today because their work was not compieted after the NCA unanimously
‘approved both Welfare and Medicaid reform on February 6. Nor wil
their work be completed after today. There are many tough choices
ahead, for both Democrats and Republicans, Medicaid reform is welare
reform. Medicald is the largest part of welfare reform. The NGA
proposals wili end the cycle of dependency, Medicaid is part of the
formuia for returning people to work. These proposals can provide a
fresh start for Congress and the President. | 100k forward to working on
" this. )

Thompson: An honor for Democrats and Republicans to have an
opportunity to dispiay a workable and bipartisan plan. We have been
meeting since mid-December. The six Governors spent over 100 hours in
meetings working on Medicaid and many hours on welfare reform. We
made tremendous progress after we agreed not to use buzzwords and
phrases such as "individual entitiement” ang “block grants.” instead, we
referred to them as program X and program Y.

we reached a bipartisan compromise working together on Medicaid
and welfare reform. The welfare reform plan will put more peoble to
work, while 3iso providing much needed flexibility to the states.

i

|
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Medicaid will provigde guaranteed coverage for our most vuinerable
peopie. Tax dollars will be spent in 2 more effective manner. This is not
a one size fits all program. The states are much more capable of
administrating it. we must give states flexibility s they can get their
programs and their costs under control. €15 critical that Congress passes
and the President signs welfare, Medicaid, and employment and training
reform as soon as possibie.

it is urgent that Congress acts immediately. I it does not happen
now, it couwld be another 2-3 years. 5tates spend between 25%-30% of
their hudgets on these programs. The current system (s inefficient and
broken. If Congress doesn’'t move, states will suffer.

Miller: Wwe are providing an outiine for Medicaid and weifare reform
propasals. we have idenufied a principie to reach a compromise and
successfully araft a bilueprint of a plan that has the unanimous support ¢f
the NGA. Medicaid reform could higlp resolving the budgert problems at
the federal level,

The states and the federal government must guarantee coverage to .
our most vulnerapie peopie. S$tate must have flexibility. Angd costs need
1o be brought under Controf. In my state Of Nevada, Medicaid costs have:
increased from S181 milhon in 1891 to S450 million in 1995, States must
bhe protected from economic downturns; the federal government muist
uphold its financial responsibility to the states. The NGA proposal can be
improved, but the important point is that this is a compromise,
Bipartisanship i1s the compass to guide us all.

Engler: These'proposals are a step forwars and lay the groundwork for
the future. The current system holds peopie down, punishes parents and
the working poor while rewarding women who have children out of
wediock, We must return the responsibility to where it belongs - at the
state level. The NCA weifare plan ysed the conference report for H.R. 4 as
a starting point. Work is required in our plan and we 100k to the private
sector for the best jobs. We aiso want the flexibility to strengthen and
gxpand the program. The NOA plan has a family ¢ap, raises the hardship
extension and provides funding for child care ang transportation, We
have a plan that promotes responsibility ang protects ¢niidren.

We need 3 mtl:}re efficient program. | have caseworkers in my state who
spend 80% of their time pushing paper and only 20% of their time with
clients. This is unacceptabis,

carper. we h:ave worked across party lines to create this proposal. Our
plan rewards work and encourages responsibility. A good litmus test for
welfare is whether it helps people prepare for and find work, The NGA
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plan doubies the contingency_fund, provides flexibility for states and
contains a performance honus which rewards successful state programs.
We urge Congress to pass child support enforcement. we alsg ask the
Senate to restore funding for child care, The work participation rate
provides for 25 hours péer week rather than 30 or 35 hours.

Chiles: We have come here today to present our best attempt to reform
Medicaid. 1t s an outling of what governors think the future of the
Medicaid program should be, and we know that it can be improved.

Cur plan provides 3 guarantee of eligibility to the individual. we
maintain the strength of current iaw For eligibility. If you are eligible for
Medicaid today, with few exceptions, you will be eligible under this new
program. it is important to maintain a meaningful safety net on
benefits. Staies need the flexibility to tailor the program to fit their
needs. We hope that will enable us to expand the safety net to the
working poor who, by and large, have no health coverage today.

Qur entire compromise is constructed around two fundamental
principles: flexitility-and a federai-state partnership. for financing.
These two principles must be linked. You cannot have true flexibility
with g federal partner that ¢an baii-out-in the tough times. And, you
cannot achieve the savings you need without aliowing states the
flexibility to run the Medicaid program more efficiently.

The umbretia fund is an entitlement - it is not capped or
appropriated: States must have-adeguate resources,

Romer; [Gov. Romer drew a diagram of the financing mechanism.i

This is the basis of the NGA proposal; it is a work in progress. The
allocation is the sum of four factors: base allocation, growth, special
grants and an insurance umbretia. The umbrelia is for unanticipated
situations that require addition funds on a per-person basis. The special
grant funds are for Native Americans and iliegal aliens, The states have
the flexibiliity of uszng excess funds in their growth aliocations on other
programs. -

Engler; My state of Michigan is ready 1o transform Medicaid. in 1980,
Medicaid was eight percent of my state's budget. Now, it is 20% and by
the end of the decade, it will be 30%. The NGA proposal creates a new
law - an entitlement to states, not individuals, who promise to guarantee
coverage. There is no right to federal court, which will prevent states
from having to defend against suits in federal court. States wili
negotiate the appropriate legal process with the secretary of HHS. The
NCA pian will free states from waivers.
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(Although not inciuded in the Q & A below, every member thanked the
NCA for their invoivement in the budget process.

Q: The welfare reform conference report would save $6-10 billion,
according to CBO. Discussions with CBO suggest that the NGA plan would
Cost $15-20 billion, Can the NGA modify their proposal to deal with this
difference?

A; (Carpert it is unclear whether we can medzfy our proposal in this
regard. We didn’t touch the iflegal alien issug, clearly there are savings
there, Governor Chiles has a strong interest in this issue. The NCA plan
added costs of 54 billion for child care funding and $4 biion for the
contingency fund. One thing we know is that to make welfare work as a
transitional, back to work program, we need child care funding, heaith
insurance and transportation to work for welfare recipients. Also, the key
for the NGA i, in putting policy forward, not getting CBO scoring.

- A: Englern Governors were not unanimous on the illegal alien issue. Also,
we could get more savings out of the EITC provision. Again, the key for
the NGA is policy:; we Know our plan will save money over time.

Breaux: .

i
0. The solution on welfare and Medicaid must invoive a sharing of
penefits, burdens, and ¢osts. But, the NGA plan includes a $2 billion
cantingency fund and a 54 bitlion child care fund, neither which appear
to require a state match. This is not a sharing of the benefits and
burdens,
A: (Chiles) The Governors are all trying to take persons off of welfare. A
Florida demonstration has been successful but it costs more than welfare
1o keep people off the rolis because of ¢hild care and heaith care Ccosts.
The state already pays for a ot of this child care, but states can't do it
without some federal dollars,

(: Could a state spend. less on contingency fund and child care in 1996
than 1985, regucing the state share of Costs but not the federal
imaintenancg of. effory? _

A: (Thompson) Under the current system, when states reduce weifare,
through putting peopte to work, they get ess federal money. 50, states
need flexiility to change the system. However, if state spending goes
down, federal spending should go down.

A: (Miller) The answer to vour guestion is that the contingency fund
requires a state match while the child care funding does not requireg a3
state match. The child care funding was included in response to

H
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agdvocacy groups that felt the H.R. 4 funding level was (00 IOW.

Chafee:

Q: Did the NCA proposal deal with the Hllegal alien issug?

A: {Engiern NO. | ,
H

Q: Will the NGA work with Congress on this issue?

A: (Engler Yes.

Q: The Senate version of the welfare reform legislation required a

maintenance of FFOrt on child ¢are funding and on the contingency

fund. States could not spend less than they spent in earlier years,

Does your plan include a maintenance of effort?

A: [Englern Qur plan inciudes a match on contingency funding «% well as a

maintenanrscs of effort. It 2oes not inchude these for child care funding.
(

Q: Under your!plan, adoption and foster care assistance remain an

gntitiement. Other child welfare programs are wrapped into 2 child

protection block grant. A state could opt, however, 1o roli foster care

~and adoption assistance into a block grant. States aiso can choose to

switch back and forth from entitltement to bilock grant each yvear. Isn't

this proposal rather state-focused? Why was this included?

A: (Carpery A block grant might not work for states. if this happens,

states-shouid be abie to 9o back to an entitiement.

A: (Engler! We are open 0 not allowing states to change back and forth

BYery year.

Rockefeller:

Q: By aliowing an optional block grant and for states to change €ach year,
how €an you ensure that abused, negiected kids get care, especiaity in
states with high unemployment, where children and families are more at
risk? What if caseload goes up? Or, if gptional grant dollars are useg up?
A: ([Carper: This is not an optional plock grant. If 3 state runs out of
money, than they can switch from a biock grant back to an entitlement.
If a states moves to a block grant, they will have to comply with 3 100%
maintenance of effort and continue to comply with federal standards.

A: {Englen The foster care and adoption assistance programs are gpen-
ended entitiements, The remainder of the child protection programs are
rolied into a biock grant, but currentily they are not entitlement
programs. State can opt, however, for a foster care capped entitlement.

Q: But, Governor Engter, if a state uses a block grant won't it be tempted
to deal only with crises, whereas with an entitiement a state could be
more prevention-oriented?



A: (Englern The current foster care system is Crisis oriented.

0: But, there is lots of prevention post crisis, before a family would move
to a foster care option,

A: {Engler) The costs of foster care - economical and emoticonal -~ are
high. Once a child goes into the foster care system, he or she keeps
coming back in. states need flexibility {o create a solution to this
probiem while keeping protactions in place,

Q: Does the NGA plan contain a guarantee to Medicaid for beneficiaries?
On page 2, the proposal reads that Medicaid benefits are guaranteed. On
page 3, the plan provides for state flexibility t)y aliowing states to define
the amount, scope, and duration of benefits, in essence, making these
benefits cptional,

A: (Englert Tne secretary naust approve a states' plan on amount, scope,
ang guration t}f benefits, p; oviding the federal government with veto
power, §

cramm:

Q: Because taxpayers have to pay for welfare services, we need reform of

the proaram. As part of the reform, we need to consider whether we

should continue to mandate coverage, Regarding the insurance

umbrella, theioniy way a state breaks into it s with a ¢change in the

- gligible population, right? Another situyation, for instance 3 disaster will
not cause 3 state to break into the insurance umbrella.

A: (Miltery Actually, a disaster could push a state into the insurance

umbreiia, The key s another person become gligibie for Medicaid, then

the state gets more funding. if another person becomes eligibie because

of 2 hurrizane, then a state can go into the umprella fund,

Q: 15 the insurance fund sub;ect toa state match reqmrement?
A {&’iiiier) Yes ‘

G And the trigger is the number of eligible aeonle that a state
estimates?
A: (Millen Yes.

Q: But, won't the state have other flexibiiity regarding eligibility? Does
the NGA plan protect states that raise eligibility, thus triggering the
umbrella fund?

A: (Miber) States can not raise eligibility in order 1o go into the umbrelia
fund.

Q: The umbrelia is limited - that is good.

2

Conrad: |
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Q: under the NGA plan there are a series of ways that the state taps the
federal treasury, while reducing their efforts. The block grant, then,
I00ks ke a2 blank checgk, for instance, because it goes not reguire a state
match for the federal child care funding.

A: {Carper) CBO scored the chiid care provision in H.R, 4 at 2 low level - 56
hitlion. States aiready more than match child care spending.

{: The bottom line, though is that under the NCA plan no state match is
requirad for the child care funding.  Another area where we have had a
bad experience is in provider taxes. In the past, states have gamed the
process in this area, The NGA plan repeals all protections in this area.

A: {Engler Yes, Because of the formula changes, the federal/state
rejationship becomes more predictable. States, with their new flexibility
will use available doliars, eliminating the gaming incentives. AlsQ,
incentives to game disappear as DSH disappears under the NGA proposal.

Q: Some szz‘{es used provider taxes to game the system and increase their
federal match in the past.
A: {Chiles) There is no protection against this, The repeal of the provider
taxes and donations law was contained in the NGA plan not at the behest
Of the 6 Governors here but all 50 Governors. congress should 100k at
th prov;sz{m ‘closely.

! -
Q: Congress can not pass-a Gf}vernor S wzsﬂitst we ¢an not allow states to
sCam the system.
A Thompson! Under the NGA plan, there is no longer a OSH program.
That is where states used provider taxes in z:?xe ;Jast SO this is no onger
a concern.

- Q: under the NGA proposal, there are 4 piaces where the state can game
“the system. tam concerned about this, 1 will submit you the rest of my
auestiorﬁs on the 4 areas in writing.

A (Thompson) If Congress see problems with the NGA plan, we will try to
reso%w them in a bipartisan fashion. we are not here to game the
system, but zmg}f{}ve Medicaid.

simpson:

Q: In addition-to the Governors, | commend the Chafee/Breaux effort, It
I5 hard to pass a budget plan, as evidenced from the Senate effort. when
peopie 1abel an effort as evil, then the entire process freezes. (Advocacy
groups condemned the NGA proposal and earlier budget plans), But, as
we continue our "evil" efforts, the debt limit continues to go up. How
should we and the NGA deal with the interest group horror stories that
hurt the process?

A (Romen 'f?zie NOA plan s a work in progress, The disability and the

i
l
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amount, duration and scope issues are still being fooked at -~ they are not
done. Qver time, the NGA will close in on the open areas.

A: (Carper) in Delaware, we help welfare recipients when they start {0
work, with chiid care and transition health insurance - 2 years of
Medicaid. Qther states have similar programes.

A: (Engler) The current system is falled. Qur burden is to fix it. Anyone
can point out the NGA weaknesses, but the status quo isn't working. The
NGA proposal is bhetter (than the status quol for the elderly, disableq,
families, the poor, and chiidren, than the current proposal. The final ,
proof of states’ intentions is that 62% of Medicaid spending is optionat.
The states are not engaged in a race to the bottom.

Nigkles: ;
|

Q: Has CBO scored the NGA proposal yvet?

A (Thompson NG, The NGA goal was to develop policy. Congress can
wWaorry about the savmgg issue,

A: (Millert If there is a2 concern about savings, the plan's vearhf inflation
factor.can be adjusted.

O: under the i\iCA plan, who determines eligibility?

A: (Miller) The state determines disability. But disability and the amount,
scope, and duration issues are still open. Under our plan, the state
defines amount, scope, and duration and the secretary enforces it. The
individual has a right £o sue in state court as well as access to an
.agministrative process. The Secretary has a right to sue on behalf of an
individual or a ¢lass of individuals. The scope of the Secretary’s role is still
an open issue. Her approval, however, is meaningiess if we do not define
it ;

A; (Chiles) States must spend 80% of what they spent in the past.

A: (Thompson) States must be the ones to define disability because the
secratary can. be arbitrary in her definitions. The states already
getermine disability criteria for workers compensation. Also, 11 states do
ot use the SSI disability definition and have their own. The federal
record on 551 is not laudabie - 100k to the alicohol and drug abusers that
receive SSI

. G Why do you support repeal of the Boren amendment?

Q; {(Thompson) Boren causes litigation, drives up costs. The court has
established a floor that shouid have been a ceiting. Unfortunately, HCFA
and the courts interpreted this another way. The courts should not
interpret what a provider shouid be paid. Repeal of Boren is the
number oneg priority of the Governors.

H
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Roth:

Q: Mas the NGA received any signal from the White House on the two
proposals?

A (Miller: Both President Clinton and Senator Dole supported the
concept of our pian in speeches to the NCA,

A: (Romer) Itis important to flag probien areas of the proposals. The
White House has expressed concern with the state matching rate being
reguced from 50% to 40%.

A {Carper} The President pledged {0 change welfare as we know it, He
has supported welfare reform. Our plan makes the ¢changes he has
supported.

Q: If the states have flexibility in the account, duration and scope of the
program, what criteria does the Secretary use to approve Or wsapprove?
A: (Miller) veg realize there nas to be a threshold. We need to come up
with the criteria. :

A: (Chiles) Right now, there are just to many iawsuits. We are spending
too much on federat lawsuits.

i
. Has KHCFA become 100 burdensome?
A: {Thompson People don't understand what we have to go through.
it's Hell. 15,000 pages of regulations, Qur states fill out 8,000 reports
annually. If we want to make any changes, we must file an amendment.

Q: Is this 3 bipartisan concern?

A: (Chiles, Miller} Yes,

A: (Romer} We need more flexibility. we need to define amount,
duration and scope.

A: {Engler) There is a dual standard between states. We need a national
set of guarantees.

reaux;
i

.. @ 1 have a concern with the guaranteed basic heaith benefit.
Specifically, t have guestions regarding the who, what and right of action
aspects and how 1o ensure these guarantees are met. { have no probiem
with the limiting the right of action to state courts, but | do have a
concern regarding not covering 13 year olds and above. What is the
standard Of whether package will be adequate? what will it be measured
against?

A: (Chiles} We need to work with Congress. Congress can give use some
reascnable standards.

A; (Thompsont We arg working on it. Maybe the guarantee health
benefit will be a state’s minimum HMO policy, Secondly, some states will
cover all 13418 year olds, while other states may choose to cover the
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working poor instead, The point is that one size doesn't fit all. it should
he up to the states' discretion.

A: {Romern We need to put all ideas on the table. Congress needs to
think about this, under this formula.

|
Q: On the states” definition of gisability. 1am concerned about 50 states
having 50 different definitions of disabitity.
A: {(Thompsons Give us the opportunity 1o set our own standards. bon't
lock us in to just one standard.

Q. Are you trying to have one [definition of disabilityl or fifty different
ones? :

A We are trying to set 3 threshold that will meet the Secretary's
approval. L . :

A: Romer) some wanted a federal definition and some dign't.

A: (Chiles} Everyone wants a change from what we have now.

Chafee: |

Q: 1 am concerned with the repeal of the provider tax law. Will you
address this?

A: (Englen | think that without the DSH, the provider tax isn't a problem.
A: {Thompson) The DSH IS imited to 12% growth.

A: (Romer We have the providger tax on the table as a compromise.

Q: What if you don't provide for the disabled, and if the Secretary has no
fegieral szaﬁdard £O measure againgt?

A (T?‘E{}mﬂﬁom There i5 3 provision in the plan where the states must set-
aside 90% of their current funds for the disabted.

Rockefeller:

The phrase 'work in progress’ has been used 3 number of times
today, and there are some obvious differences tetween the governors.
What is ¢lear, however, is that this is a bipartisan agreement, 1L wili come
down 10 us Imembers of the Finance Committeel. | hope we can work in
a bipartisan fashion on this committee. 1 know that during the welfare
debate IH.R. 4] Senator Moynihan felt ieft cut. My staff has felt left out,
Several Democrats on the committee have felt ieft out of the process.
We need o do a5 good a job as these governors. Wwe need to work
together if we are Lo reach an agreement.

Roth:

| want to work with all the members of this committee. The
governoers have done an excellent job. | am interasted in passing a bill



that will be signed Into law.

H

Hatch: :

Q: 1 have some concerns about Native Americans, on both welfare reform
and Medicaid. | also have a concern regarding private right to action. As
chairman of the Judiciary Committee, 1 am concerned there may be a

constitutional.probiem with no federal review.

A: {Thompson There is a provision which allows the Secretary of HHS to
initiate either an indivigual or ¢lass action federal lawsuit.

A: (Miller) Governor Leavitt feels very strongly about this. He believes the
states are spending too much money on defending federal Court ¢ases.
He would be willing £ discuss this with you.

A: (Engler! The Judiciary Committee staff could 100k at this and get back

to us. |
A: (Chites) If staff thought there was 3 problem, we would listen, even if

individuals were allowed {0 have access to fedgeral court, we hope
provigders would pe cut off.

impson:

I will haise some future guestions on nursing home standards. State
requirements are sometime more onerous than federal requirements.

Chairman Roth adjourned the hearing by thanking the qovernors for
their time and efforts,

Pl
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RESTRUCTURING WELFARE AND MEDICAID

Thank you Mr. Chairman, We appreciar the opportunity (o appear before you today to

progent the National Governors” Associntion's (NGA) Pelicy on Welfare Reform and Medicsid,

Before we address the specifics of pur policies, however, we would Jike 1 make 3 few general

comments. !

Pirst, Gevezm}m"be%im&z iy ortical that-Congress pasy anéd the Presidont sign the three
|

major bills o!j welfsre reform, Medicsid, and employment snd training during the next

month. Staizs must have the sbility to enact budgets that t‘ul'Iy integrate these three programs

¢

in order 10 provide cost-effactive services that assist in moving people from welfere to work,

Second, Rf:pugiicm and Democratic Governors worked closely tegether to craft and pass the
NGA welfare policy. To mminiain the integrity of what is # strong biparisan ugreemesnst, we
believe it is imperative that the congressional process also be bipartissn. Our policy builds
upon the wc;i of Congress and adds imporiant changes 10 promote work and protect

chiidren,

1
i

Thurd. the weifsre and Medicaid policies were passed unanimously by the nation's
Governors, and therefore we have strong biparsisan suppont for our positions.  However, that
support may b!." withdrawn f Congress or the adwministeation makes major changes (o our
proposais. .

ﬁdﬁiziﬁns!iy.lwhiit we believe that we have provided you with a zonsiderable amouni of
detail. we reslize thet there will de additionul questions as you procesd roward drafting the
legisigtion, In some Areas we may be providing you with additional deinils. Nevertheless,
wi frel very strongly that the nation's Governors want to be deeply involved in working with
you to dexelop and review legistative (angusge. We want to do this on & strong bipartisan
basis We uz;mrsmzzd that you intend 10 move quickly and we are prepared 1o work hard to

H
i

E
t



b

mee! your sz:f%cdul& K is critical, however, that we keep &l Govemors informed 5o that we
will be able 2:; support the finsd bill,

«  Finslly, we would fike 10 say that there it sn urgency that you enact this legislation over the
next month. The window of opportuniity is very small. Shortly, you will need to begin the
budget process for fiscal 1997, Also, failure to act now means that any reform is unlikely ©

- DELar £0 $wn.10 throe years. sance Whis 15 kn clection year. Staics spend on averags sbout 25
percent of iheir own state momey on welfsre and Moedicaid, and many Govemors have
ncorporated Fras:mcwrcd programs into their fiscal 1997 budget. The fmilure of Congress to

move t'crwazfi wiil cause major problems in a number of siates,
; WELFARE

Now we weuld i':lu: to present 1o you the National Governors” Assovistion policy on welfare
reform which w%s adopted with unanimous bipartisan sUpport just two weeks ago at our winter
meeting,  With _ga unsnimous bipantisan voice, the astion’s Governons are asking for s new
wc?ft‘;:z system z;m sHows us 10 assist sdividushs in moving from a cycie of dependency o seil-
sufficiency. We are ssking you 1o give us the flexibility to design our own programs and the
gusramisesd funding we need at appropriste levels, and we will trans{orm the welfare system into
3 program of wansitionel assisiance thar will enshie recipients 1o become preductive, working

members of our wocaely.
We believe that our nanon. s lsuders are faced with an hisionc opportunity &nd &n enormous
. Jespontibility o easiructure the federnl-siuie pantriership in providing services 1o needy families.
The Governors ate commitied to schieving meaningful welfare reform now, and we believe that
Congress and the President share in this cormitment. We cannot afford to miss this opportunity.
indeed, for zhc\ pasi year and 2 half. we have gl invested considersbie time and energy in

;

reforming federal weifare policy,
H
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Congress has made significunt strides toward sllowing states 1o build upon e lesyons they
have icarned through a decade of experimentstion in welfere reform. The President, oo, gave
impetus to weifare reform when be proposed the Work and Responsibility Act move than 3 year
snd & half aga, and e has cominued o grant weivess to states to facilitate experimeniation
throughowt the :m’gui:zg gebate on welfare reform.

‘Taésywxhc.fmims‘ Guvernars come 1o, you with &.specific dist of spommoundstions for
welare reform zbézz builds upon the work of both the House and Senate. We urge Congress and
the President to jotn with us in support of this bipartisan sgreement that will realiocate
respousibiiities among levels of govermment, maximize state flexibility, recreate welfare as &
time-Jimited program leading 1o work, provide adequate <hiid care, and ensure that ajl parents
sssurme responsibility for their children.

The NGA policy builds upea and improves the framework for welfsre reform laid out in the
H.R. 4 conference agreement to the Personal Responsibility and Work Oppormunity Act, The
conference egzu:;ncnt containg meny elements of welfare reform sipposted by the Governars.

o It defines welfare a8 2 tramsitional program icadieg 10 seif-sufficiency and provides

. umelimsed cash assistance 1o peneficiaries,

«  Ttrecopnizes that the best work requirement i & private seotor job but that subsidimed

Jobs 'mfz'; TOMMUNITY $&IVICe K¢ apPropriste in ome INMANCes.

s N prov;du gusanieed and predictabie funding with & contingency fund for states™ cash

assistance programy during periods of economic downturn.

*  lcalows fexibility for states to expand programs to encourage family stability and

rx:ducc;lncn pregnancy,

* I provides flexibility for states 10 design thow own benefit Jevels, eligibility criteria,

and eamned income diskegards in their eash a3sisWBCT program.



» Y1 supports improved child support enforcement effons, particularfy for interstate cases.

*+ 1 pcrmi!xs improved coordination snd conformity betwesn o state’s cash assiylance

pmgramj and the Food Suamp program.

We are Vtt‘)f: pleased that the conference agreement contains 3o many provisions that tefiect
our COnLermns andipﬁcr’zzias and we applaud the progress you have made, However, in order for
the nation’s Qmmm 0 auppon the HR. 4 conference. sgreemment,. we.believe: farther changes
mu3t be made ba:;cd largely on the following principles:

’ Wcifmg reform must foster independence and promote responsibiiiy.

v Chtidren must be protected throughout the restructuning process,

»  States musi be protected during perinds of economic distress.

s Given Agrcczmnz on bromd posis. states must nol be subject to overly presenplive

standards.

The weifare reform policy adopied by the Nationa! Governors” Associstion includes
specific recommendations 1o address these concemns, They are outlined below.

FUNDING FOR CHILD CARE

The Governors propose an additional §4 billion in mandatory spending for child care
for the fiscal 1997 throngh fiscal 2002 This funding wonld be pavt of the buse funding for
child care and would not require a state mstch. The Quvernors are strongly united in thew
oelie! thu sdequsie child care it a critical component i the success of any welfare-lo-work
sflort  In facy, access to child care i by far the number one barrier 10 independoncs, Qur
experisace has !s:h(}vm us At withour safe ang reliable child care, & young mother will not be
abie 10 parcipaie o employment traiming. find work. or keep a job. The Governors befieve that
the curent funding provided in the H.R. 4 conference agreement is not sufficient to mee? the
child care needs of welfare recipients engaged tn work activities, individuals who are

transitioting from welfire to work, and those who are atrisk of going onto welfare, Without
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additional comumitment from the federsl governmers for child care, states way be forced w0

choose between providitig child care for the warking poor or providing child care for weifare

TSNS

WORK REQUIREMENTS

The Governors propose greater flexibility in meeting the work participation requirements,

Prescnptive_and sarrowly. drawn. regrements will bamper the stalzs’ ability 4o design work

programs that are appropriate to their unigue economic situstion.  We have soveral

recommendauons in this area.

First, the Governors believe strongly that when states are successiul in moving
individuals from cash assistance to work, these individuals shouid be inciuded in the
work participation rate caiculstion as long as they vemain employed.  Discounting these
individusls [rom the work participaiion rate teems contradiciory 1o the gpoals of weifare
reform. i

Second, the number of hours of participation revuwired for purpoees of meeting the
work participation rete (n future yeues should ‘be 2% hours a week, rather than the
propesed increase 10 30 and 38 hours a for single-parent Ismilies and the 35 hour
participation requirement for two.psrent families. Further. stated shoold be given the
option te iim;*zt the required hours of work to 20 hours a week for parents with & child
below uge si;. Many stazes will, in fuct, ¢t higher hourly requirements, but this feaibility
»ill enable siates to design programs that are consistent with Incal labor markst and training
opporiunities and the availability of child care. Lowering hourly requirements for famities
with young childrern is also consisient with broader trends in saciety where s lrge propontion
of women with young children are working pan-time.,

Finally. in the work areu, the Governors propose that job sesrch and fob readiness be

stlowed to count as 8 work activity Tor up o twejve weeks, rather that just in the first
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four weeks of pardcipation. Stawes have found that job sesrch is not only effective when s
recipien: f'zrsﬁ emers the program, bul alss after the completion of individual work
components and placements.

CONTINGENCY FUND

The Governors propose that an additionsi $1 billion be added to the contingency fund
for siate weifsre programu, We belicve dhat siates shauld. have socess 1o additional federal
mawhing funds during periods of econoniic downturns and increases in unempioyment o7 child
poverty. Duning It}me times, some stater may not have the fiscal capacity to mewt ncreases in

;
Semand for ass isziaace without an additiona! financial commitrent from the federai government,
. Given the mistorical volatifity of the caseload throughout sconomic cycles and the difficulty in
projeciing future ;:hmgts i1 the economy, we believe the addiional $1 billion is necessary.

Our policy slso calls for the uddition of 2 second trigger option in the contingency
fund that wauié'i wliow @ siate to gualify for the find if the nnmber of children ia the food
stamp caseload jncreased by 10 percent over Mscal 1994 or flacal 1992 {evels. This trigger is
Fesnt 10 xerve as a praxy for sncrease in child poverty. The 75 percent maintenencevof-effort
requirement for the cash assistance block grant sppliss to the rontingency fund and » state
would draw down contingency funds on a inatching basis,

PERFORMANCE BONUSES

The Governors’ proposal Includes performance incentivee in the form of cash
boouses 1o states  that exceed specified employment-relsted  performance target
percentages. We believe that it i+ uppropriare (0 meward states that have high performance,
However, thest bonuses would net be funded out of the block grant base but would receive

sepanate, mda&iary funding.

e e, o e
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FLEXIBILITY '

!
The NGA Welfare Reform Policy also comains a number of specific proposals to lessen

some of the prescriptive requirements in the bill, while also rdding flexibility &ad accourtability.

*

It provides states with the opion to restrict benelifs to sdditional children born or
conceived V% the family s on wellare. A family cap should wat be o federal
requirement that would require state fegisiative spproval to opi-out.

1t sets the administrative cap on child care funds at 5 pereent. The 3 percent contained

»

in the conference agreement is not reakistic.

¢
It rapes  the hardship exemption from the five-year lifetime Hmit on federul cash
beatfits to 20 percent of the cancload. |
1t adds 2 sti#w pian requirement thut the state set forth ebjective criterin Tor the
delivery of zimﬁa and for fair and equitable trestruent with an opportunity for @
recipisat whe has been Rgversely affecied to be heard in a state administestive or

I
appeal pmcﬁss

CHILD WELFARE

in the aren of child weliare, we belicve thst we have developed & proposal which protecis

children white allowing staes the fexibiiny to focus greater effort on successful prevention

effern ek s family preservation.  OQur proposal would replace Title VII in the HE. &

conference agresmeni.

First, ihe Gavernors' policy would maintein the open-ended entitiement for foster care
und edoptzo;s assistance maintensnce, administration, and training as under current
lgw,

Second, the policy would creste 3 Child Protection Block Craat, consclidating funding

far the remaining child welfare, family preservation. and child abuse preveniion and
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treatment programs. As you koow, these programs are not currently individuni
eatitlervents. States muat malntatn protections sud standards under currest law,

*  Finally, states would bave the opfion of taking all of their foster care and independent
Yiving funding ss 8 capped entithement (or block grsut) and would be allowed to
teanafer m} portion of the these fiunds Into the Child Protection Biock Grant for
-metivitios auch as carly ntervestion, shild. st presention, sad family preservetion.
States must éstsﬁnue to maintain thelr #ffort at 100 peroent based on stste spending in
the year préor to accepting the cupped entitiroent.  Again, states must maintuin
protections and standards cnder current law,

851 FOR CHILDREN -

With respect to Supplemental Security Income (SSI) for chdidren, the Goversors
propose to adopt the provisions in the Senete b1 that eliminate the comparabie severity
test and the Individuakized Funcdonal Assessment (IFA) for determining eligibility for
' children. Only children who seet or equal the Medical Listings of kmpmirments will
gualify for SSI{ Wr do pot suppors the  twostiered payment system that was contained in the
HR & cunfcwn;ce agreemeni. We would also set an effective date for current and new
apphicents of Jaouery 1, 1994,

FOOD ST&MPI?ROG&AM ‘

1a the Food Stsmp Program, our policy would reautharize the program is its current
wncapped entitiement form. We also progose 1o modify the income deductions sy outlined
in the Senate-pussed welfare Gill, which achicves savings through modifications o the
sianderd deduction rether than capping the excess shelter deduction. Govemors voiced

concerns that the changes to the excess shelier deduction in the H.R 4 conference agreement

would disproponionaiely unpact the very poorest and families with children.
]

!

i
f
3
i
1



+
i
i
!
H
i
:
H

CHILD NUTRITION
in the ares of child nutrition, we propose changes to the School Nutrition Block Grrant
Demonstration that would be uuthorived in seven states. Within these demonstrations, our
pofiey would maintsin the current entitiement for children, and schools would cuntinue i
receive per-meal federal subxidies for sl luaches and breakfusts under current eligibility
i

. criteris. States would, bowever, receive thelr sdministrative dollars sx 8. block grust,

There are two fHingl areas our policy addresses - temritonies and the Bamed Income Tax

Credit, |

H

TERRITORIES

The Governory strongly encourage Congress (o work with the Governors of Puerte
Rico, Guam, and the other territories toward allocating eqaitabie federal funding for their
wellare pmM&.
EARNED INCOME TAX CREDIT

And finally, winie the BEamcd income Tax Credit (EITC) may be considered in the comexs
of budget reconcitiation rathee than weifare reform, the Governons belicve that the availability of
the EiTC 1o lewfincam famiites is critical to ensuring that 4 family is better ofT working than on
welfars. The {;:ovemon’ policy would Limit the budget savings from revising the EITC te
$10 billion. We wiso belleve 8 state option should be sdded $u advanve the EYFC,
BENEFITS FOR ALIENS

The absen;:e of recommendstions on dhe restriction of benefits for aliens should not be
merpreied as support for or opposition to the aiien provisions of the M.R, 4 conference

agreement. It is likely that you will he hearing dircetly from Governors thet havs concerns in this

[i2.2-8



' MEDICAID
Mz, Chairmen and members of the commines, we would now like to tum Our attention to
Medicaid policy which like the Welfare Reform policy was adopted unamimously on Febroary 6.
This is 2 most important time. Quwr chage s elocted officials is difficult.  Americans expect

discipline in feders] and state sperding, snd we heve the responsibility t assurc that the funds

.wp spend arT spont wisely-and unat they produce a cost-¢foctive retuin on arvestment. Iy no sres

is such a need greater than in publicly funded health care.
BACKGROUND

For moxt of the last decade, heaith care expenditures ity the United States have far exceeded
oversll growth m' the {18, economy. And .whilc medica! inflstion is decliming, pubhc and
privately funded health care costs continue to Hmit the long term economic growth of the nation.
For states, the primary impact of hosith Care costs on Kiate Budgets has been in the Madicad
program. Annusl-Medicaid growth over the last decede has been well in excess of 10 percent,
and 1z haif of those years annual growth agproached 20 percent. Determnining the causc; of suzh
unbridied growth it gifficult.  However. major contributing factors include:  congressionad
£XpANKIONS IR zbé program, count decisions limiting the states in their ability to control costs,
policy decisions by states maxorizing federal financing of previously siate-funded health care
programs, aud changing demographics

Restricung the growth of Medicuid s no easy task. Medicaid is the primary source of health
care for low income pregnant women and children, persons with disabilities, gnd the chlerly,
This year. states and the federal governmen: combined will spend more than §150 billion in this
program providing caie (0 mere than 35 million people. The challenge for the nation, snd
Governor 8 thcgszcwazds of this program, is to redesign Medicaid so that health care costs are

S . .
more effectively contained, those thet truly need heaith care coverage continue to gain sccess to
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tha care while yvmg states the needed flexibility to maximize the use of these fimited health
care dollars to mosiz effectively meet the needs of low weome mdividuals.
THE NEW PRO(;RAM
Within the %zal&ﬁcéé budget debate, & number of airemsatives o the existing Medicaid program
have been proposed. The following outlines the NGA proposal. It biends the best aspects of the
LurTERi  progTam Mth copgressional and administration aliornatives toward achieving 2
streamlined snd sifamﬂcxibiz health care system that guaranices health care 10 our most needy
sitizens. Since zbc proposal wa unveiled on Februsry 6th. we have had s mynad of questions
concetmng the écf:aiis of the proposal  Seme of those guestions have been answered others
remain unreselved. k15 not our inteni woday, to put Torth & completed proposal with all of the
“I's” dotted and "';F‘s" crossod. Rather, this 15 &1 oudine and 8 working document thar 35 mesnt
t be zcﬁ{md thmzz!gb & process of public examingtion.
Program Coonls. The NGA propossl sz guided by four primary goals.

« The basic Pea!th care needs of the masan's most vulnersble populations mwst be

i

guaranteed |

[
= The growth in bealth care expendiiures must be brought under control.

+  Sutes mustihave maxpmum fexiblity m the design and implementation of cost-effectise

3

avstems of cjéare.
|
*  Stales ms{ be protected from unanticipated program <osts tesulting from economic
ﬁu:tuauonsééa ihe business oycle. chunging demographics and natursi disasters
Elightility, Cavc:f‘sgc remain guaranised for
¥ Prepnam swc;;men to 133 pergent of poventy.
*  Childean 1o age G to 133 percent of poverty,

f
+  Children age & ivrpugh 12 10 100 percent of poveny,
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»  The eiderly iw?m meet 581 mcome xnd resource standards.

v Persons wizf: disabilities as defined by the state in their stare plan. States will have & funds
setaside mi;nimnmz squal 1o 90 percent of the percentage of tolal medical assistance
funds paid in FY 1993 for persons with disabilities.

s Medicare cost sharing for Qualified Medicare Beaeficianies.

»  Either

H
i

- iﬁﬁtvi'duaii or famshes who meet cument AFDXD income &nd rosource standargs
(szazc; with income standards higher than thr nalional average may iower those
siandards to the national average ) of
~  stsles'can run @ $ingle eligibility system for individuals who are cligible for 3 new
Wcifag:e progrant as delfined by the stale.
Consistent with the statute, adequacy of the state plan will be determined by the
Becretary of H!iS{ The Sceretary should have a lie SEMan 4o 80t
Coverage zemins;' eptional for:
s All gther o;;z:cnai groups in the curremt Medicsid program,
¢ Othet mdi\-':idzz&_is or families s defined by the state but below 275 percent of poventy.
Benefits, The { a{iiming beaefils cemain guaranieed for the guaranieed populations only,
© japatient aajd outpstient Mspilyl serveces, physician services, prenatl care, sussing
fatility s:rv}c:s, bome health care. furmily planning services and suppiics, laborarory

H
and Reray srvices, pedigthe and fumidy nune practitoner services, aurse midwife

!
services, and Early and Periedic $creening. Diagnosis and Treatment Services. (The

§
"0 EPSDT is vedefined so that o state need not cover 2} Medicaid ophonal yerviees
for children)
At s muimum. all ather benefits defined as opional under the current Medicaid program would

b
rEman optignal aiirzd long term care optians sigmficantly broadened.



States have complete flexibility in defining smount. duration. and scope of services.
Private Right @f Action. The following are the only rights of action for individuals or classes
for eligibility and benefus. Al of these fentures would be designed to prevent states from hinving
to defend agnins; suits on eligibility and benefits in federal court.
» Before tsking action in the siate counts, the individual must follow & sate admirsirative
sppeals process.
s States must offer individuals or classes a private vight of action in the state counts & 2
condition of participstion in the program.
«  Following sction in the state courts. 8 individual or class could petition the U.S. Supreme
Conrt |
»  Independent of any state judicial remedy, the Secretary of HHS could bring action in the
federal courts on behalf of individusis or classes but not for providers or health plans.
There shoukl bci no private right of action in federsl count for providers ot health plans.
Service Mve;}yg Stares must be able 1o use all available health care delivery sysems for these
popuiations wit'bmz: any special permission fron: the federal government. States must not bave
federaliv imposed limits on the number of bencficaries who may be enrulled in any network.
Provider Slmlﬁm snd Reinibursements. Siates ‘must have compiate authority (o set all
beaith plan mé provider rermbunement rates without interference from the federal governmen
or threat of ch;ul agtion of the provider ot plan. The Boren amendment and other Boren-like
MEIULOrY pmvificm must be repeaied “0One hundred percenr reasonsble cost reimbyrsement”
most e pbmd. aut over 3 two year penod for federally qualified healih centers and rural health
clines. Bates ;'nus{ B able to set their own health plan and provider qualificetions stendards and
be unburdesed from any feders! mimimum qualification standards such as those currently set for

obsteiriians and pediairicians.  For the purpose of e Gualified Medicare Beneficiaries

prograw, the sisies may pay the Medicaid rate in li2u of the Medicare rae.
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Nursing Home Reforms. States will abide by the OBRA '87 standsrds for nursing homes.
Srares will have the flexibility 1o derermine enforcemen: sirmegies for nursing home standards
and will inciude thers i their stare plan.
Plan Administraton. Siates must be unburdesed from the heavy hand of oversight by the
Health Care Financing Administration. The plan and plan amendment process must be
. arsmibined 10 oumove. HOUFA micromoenagement of. state programs. Oversight of. stste activities
by the Secretary must be sireamlined 1o gssure tha: federal imervention oocurs only when & staic
fmls 10 comply éabsmmiany with federal statutes or 15 own plan.  HCFA can only impose
disailowances thst are commensurate with the size of the violation,
This prugrl;n should be written under & new nitle of the Social Sscurity Act.
~ Provider Taxes-and Donations. Cuirent provider tax and domstion tostrictions in federsl
statutes would bé repealed.  Current and pending state disputes with HHS over provider mxes
wouid be discontingsd.
Financing. Fach stete will have 3 maximum federa! allocaiion that provides the state with the
finuncial capscity 1o cover Medicaid enrolices. The allocation is svailabie only if the siate puts
up & muching percentage (methodology 1o be defined.) The ailocation is the sum of four Teciors:
base siocation, fromb. special gruots (special gronts have no state matching requirement) and
“an insurance usabreiin, described a8 follows;
{. Bpsg, n dc?:m%ning base eapendityres, » State may choose from the following - the 1993
expenditures. 1994 expenditures. or 198% eapenditures. Some states Yy sequies special
przeisions !{? correct for anomalies in therr base year expenditures.

Growth, This s u formula that sccoums for extimated chunges in the state’s caseload {bnth

*d

overail growth wnd case mix) end an infiation factor. The details of this formals are 1o be
determined.« This formuls is alculated ach vear for the following year based on the best

avaitabie dais,
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Speciat Grants. Specisl gran! funds will be made avmladle for cenain states wo cover illegsl
aliens and for certain siates 10 assist Indian Health Service and relared facilities i the
provision of hz;dzk care (o Native Ampericans. States will have no matching requirement to
gain access 1o these feders! funds.

Mw;m This insurance umbreiia is designed 1 ensure that states will get

-access 10 additional funds for cartain populations if, because of unanticipated vonseguences.

the growih facior fails 1o sccurstely estimale the growth in the population. Funds are

guaranteed on x per-pensficiary basis for those dexeribed below who were not included in the

estimates of the base and the gowth. Theee Tunds are an cnntlement to stses and not sublect

to annual appropriations.

Mm Aceess to the insurance umbrella is aveilabie to cover the cost of

care for bcth; guarameed and optional benefits.  The umbrella covers sl gusranteed

populations apd the options! portion of two groups-.persons with disabilities and the

eiderly. i

Acgess 10 the Insumnce Umbrells. The msurance nmbrelia is avaliable 1 2 sinte only after

the foliowing conditions are met.

L Simtes must have used up other gvailoble base and growth funds that had not been used
because the estimated popuintion in the growth and base was grester than the actual
pcpuinizog served,

. Appropriate provisions will be established 1o ensure that sistes do not have aceess to the

wribretia funds unless shere i+ 3 demonsirabie need.

%

Maiching Perceptagn With the wxception of the speciat grants, states muast share in the cost

of the progears. A siate’s matching contribution in the program will nar exceed 40 pEICEn;,

LDisproporionate Shace Hospital Fropzam. Curent disproportionste share hospital spending

will be incjuded in the base. DSH funds musi be spent on health cars for low income prople.
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A mate will not receive growth on DSH i these funds constituts more than 12 percent of
totel program expenditores.

Provisions for Territories. The Nationa! Govemnors” Association strongly encourages Congress

o work with the Govermnors of Pusrio Rico, Guam, and other temitaries towsrds atiocating

equitabie fodersl funding for their medical assistance programs,

CONCLUSION

We believe that the proposals wzﬁi’mve presented before vou ioday am sound.  We

, : b

encourage you W give them most carcfol consideration &s you continue your delibermtions.

Thank you Mr. (‘.‘?%ainm and members of the comumitize for giving us the opportunity 1o appear
H

before you teday. We are bappy 10 answer any questions.,
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It has been almost a year since | last appeared before this Committee on the subject of
Medicaid reform. | Last vear when [ testified. I focused on what I falt were the obvious
inequities of the block grant approach for high-growth states fike Florida, | was concerned
that the part of the prograr that | couldn’t control was going to have a hard cap. That is, the
people who move o my state, age in my state and need more and more services in my state,
would not have been counted.

The federal government was going to give me some meney on a stump, hope it was going 1o
be enough and send me on my way. 1f they estimated my growth needs incorrectly that was
my siate’s pmblcnﬁx [f thev overestimated another state's growth needs, that was their
windfall.

Ironicaliv. two of the governors here today also appeared before this Committee on that day.
But we were on opposhie sides of the 1ssue. We come here today with our best atierpt at
resolving our differences.

-. Qur structure s not perfect. Bt certainly cannot replace the 30 vears of hard work which this
Committee has put imo the Medicaid program. 1t is not based on any proposal in the
Congress. It doesn’t assume MediGrant | or MediGrant [T or any of the Per Capita Cap bills
as its foundation, It does not repeal Title 19 or incorporate the legislative language of other
proposals, Itstands on iis own:  as an outiine of what governors think the future of the
Medicaid program should ook like, 1 is at best an outline - but we think, it 15 nonetheless
important. We know this outline can be improved - and. we hope 1o work with you in &
bipartizan way to do just that,

Medicaid s much more than just an 1deological concept for governors, This program
monopolizes our attention. our planning, our rendenng of services -- and, most importantly
our state budgets. We all want to reform this program. We hope we have provided vou with a
~ bluepnint to do the job right '

Pd ftke 10 focus today on the cninical guarantees this proposal provides, First, it provides a
guarantee of ehgibility 10 the individual.  In earlier proposals, sei-asides 1o sroups were used
1o try to ensure that individuals received coverage, The governors” proposal changes that.

We maintain the strength of the current law for eligibihity. 1f vou are eligible for Medicaid
today, with few exceprions, you will be eligible under this new program.

States will be requiired o
All Pregnant Women below 133% of poverty,
All Children up to Age 6 under 133% of poverty;
All Children 6+12 under 100% of poverty,
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All AFDC recipients {through current AFDC or a new cash assistance program},
All Peaple with Disabilities as defined by the state and approved by the Secretary of HHS;
1 Elderly SSI recipients: and

All Poor Elderly Recipients on Medicare for the cost of their premiums. co-pays and
deductibles
in addition. the eligibility categories that are optional today would remain optional. But the
fundamental principie that our most vulnerable populations should be jpdividually guaranieed
entry into the program is what helped bring our group together. 11 is this structure that is
ctitical to any reformed Medicaid program. In the governors proposal, individuals are
guaranteed coverage if they are in ihese federally defined classes -- as they are today under
current law. ;

!
Today, when a pregnant woman at 125% of poverty walks into a Medicaid office she is
guaranteed entry into the program. Earlier proposals would have had her eligibility left up ©
the state. Under the cariier proposals. if the state had spent enough on that class of people
had no obligation t© serve her as an individual. The governors” proposal rejects that approach.
That pregnant womar. indecd gny pregnant woman under 133% of poverty, is automatically
eligible for Medicaid,

£
+

Some of mv colleagues will discuss the flexibility we are seeking 1o wilor our benefiis
package 1o specific populations. We think it is important ¢ maintain 2 meaningful safety net
on benefits. For all guaranteed groups under our proposal - the current mandatory benefits
package, with few exceptions, would continue 1o be mandatory. Stawes would have same
discretion beyond that randatory package to tailor specific benefits to populanons in need.
We hope that will enable us to expand the safety net to the working poor whe by and large
ioday have no health coverage. v

This flexibility we're asking for is nothing new 10 many members on this Commiuee, Itis
what drove many of vou and some of my Republican colicagues at this table 1o support a
block grant'for Medicaid. But in our agreement, the governors wanted to make sure, that the
flexibility they g,ot was real.

None of us want the flexibility to slash the program. Bus under some of the earlier proposals
that’s what flexibility would have meant. Because of the magmiude of the cut, we would
have been forced to use our flexibility to reduce our rolis. And because the federal
government’s participation was absolutely limited through an aggregale cap on federal
spending, states would have been left with no federal partner.

This is where as governors we have taken a strang bipartisan stand -~ Queprog 10es 1o
have ap aggregate cap.  Our entire compromise is constructed around two fumiammmi
principles - flexibility to the states and a true federal/state parnership for financing.

bk
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These rwe principles must be linked. You cannot have true flexibility with a federal partner
that can bail-outin the tough times. And. vou can’t achigve the savings vou need without
allowing states the flexibility to run this program niore efficiently.

My colleagues will talk about our plan for financing this program. | want to emphasize this
point on which we all agree. The umbrelia fund in our propesal is uncapped, it is not subject
to appropriation: it is an entitlement. When more people bﬁcom;ﬁ\@'ﬁk for the program
than expecied the umbrella rcsponés automatically, helping o provide cmncal health services
to the individual,

-

ifwe cxpcriem:e a recession in Florida and suddenly have an-increase in the number of poor
children eligible for Medicaid the federal partner will be there, automatically, sharing the
burden withy the state. If there Is a natural disaster. the federal partner will be there,
autornatically. My state was devastated by Hurricane Andrew in 1992, Overmight we had an
extra 12,000 people eligibie for Medicaid in Dade County. Without & strong federal pantner
during those difficult times. w2 would have been onour, oW, ?hose families that needed

B
-

care would have been in serious Zroubk. : R

.
o

Many sec this as a protection for state’ budgets | see 1t as pmmcz;on for the individuals in
this program. -That structure z:a:mz:z'*i}c changed. It is the;core of. Qur agreement. It 15 why this
group is before you today. hrisa tme compn‘}mzse
Ciiving a state ﬂexlblzuv wzt?mut adequaze fesources o covcr t.he needy would force states to
cut their rolls. slash services and undermine the overall hea!th of zlmr population. | know we
alt share a commitment 1 maintain this €ritical safez} r}et And as gavemors we are ready 10
begin work ona true blpams&n appmach 10 refon the Mgéicmé prog,ram

Q
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I know we all if}qk forward 1o gcttiﬁg this jobvdone rightf o
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Umbrella

-} Uncapped entitlement, not subject to appmpriatians Provides
| funds for guaranteed populations and optional elderly and

disabled populations for cost of both mandatory and
optional services. Fund is automatically accessed
when actual caseload growth exceeds
estimated growth. -

FEDERAL FUNDS

QSH induded md grown in base if less th#m 12% of prcgram, _
DSH Included but not grown In baée lf more than IZ% of
'-prcgram. -
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Summary of Senate Finance Committee Budget Mark Up
Medicaid Amendments

Below is a summary of Medicald amendments offered during the Senate mark up of 8. 1357,
the Balanced Budget Act of 1995, in somie instances, Senators co-authored amendments;
therefore, the Qmendmcnis are listed underneath two Senators.

H

Chafee: !

i
Require a per capita cap. {Amendment withdrawn.)
Require a minimum benefit package. (Amendment defeated.)

Require a minimum level of Medicaid spending on mandatory populations (children,
farmmilies), {Amendment accepted.)

Require family planning coverage. {Amendment defeated.)
Require pre-pregnancy coverage (limited family planning). (Amendment accepled.)
Guzzz‘az{zcc coverage of Kids up o age 12, families below 100% of poverty level, and

disabled. {Amendment accepted.)

i
]

Conrad: !

*

|

Prohibit spousal impoverishment due to nursing home costs, (Amendment accepied.)

Reguire 1995 as baseline in new formula (Amendment defeated).

Baycus:

Prohibit spousal impoverishment due o oursing home costs. (Amendment accepted.)
i

Cirnharm, :

|

Require a per capita cap. (Amendment withdrawn.)

Returs to original Medicaid program if infant mortality 4r number of the uninsured
increases. {Amendment defeated. )

States include disproportionate share hospital (DSH) formula in siate plan submitted to
HCFA. (Amendment accepted.}

Maintain restrictions on state provider taxes and donations {Amendment accepted.}

ke
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Mosely Braun:
i
. Return 10 original Medicaid program if infant mortality or the number of the uninsured
increases. {(Amendment defeated.)

f
» Requires HCFA study on disabled children and managed care (Amendment accepted.)

i \
. Requites limited coverage for persons transitioning off AFDC. (Amendment defeated).

. Sets aside 1% of Medicaid funds for FQHCs and RHCs. {Amendment accepted.)
. Create treatment goals for children with special health needs. {Amendment accepted.)

!
«  States include disproportionate share hospital (DSH) formula in state plan submitted o
HCFA. {Amendment accepted.) .

i

Rockefeller:
. Require:'s a study of affect of Medicaid changes. (Amendment accepted.)

i
, Requires payment of "adequate” rates to Medicaid providers {Amendment defeated.)
. Guarant:ce coverage of kids up to age 12, families below 100% of poverty level, and

disabled. {Amendment accepted.)

[3'Amato:
. §ncreasé federal Medicaid payments to 0% of program costs. (Amendment accepted.)
, Use hfit;éicaid private plan enroliment when computing DSH. {Amendment accepted.)
Grassley: | |
» Medica{d is secondary payer 1o other federal health programs. (Amendment accepted.)
. Maintain federal nursing home standards. {Amendment defeated.)
. Maintain Medicaid drug rebate program contingent on study. (Amendment accepted.)
Breawx:
. Allow {Ei}C 16 negotiate discounts prices for immunizations. (Amendment accepted.)
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