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COMPARISON OF ~1AJO~~;REFORM PROVISIONS 

" . •" 

I-___-l-~AD::MIN~'!STRATION BILL 
Block Granting 	 Tempomy Ern~l~;~~t-A~istance. the 
Arne 	 ;:;ash 8$lSiante prognlm. is an uncapped 

entitlement to sates. Funding f~)f work, 
casb ",i$tance program administrative 
costS, and EA is folded imo a capped 

J:__"::___I-'-<m""";.u:t«,m,,,<ron."" __', . 

1."110 a single capped entitlement to states, The 
block grant prQvitks a separate allocation 
specifically for child care, 

Individual 
Entillement 

ITime Limlts 

WOrk 
Requirements 

• 

Flexible cond!tional entitkment to cash 
oo.efrts for 5 yeatll. followcd by a 
mandatory t:hild voueher. The~ ar~ 
hardship exemptions from the ::S-yenf time 
limit for those working more than 20 hours 
per week (state option), families in high. 
unemployment areas, plus M additinnal 
15% of the caseload. At stale optiou, a 
state could exempt 20% of caselood for 
hardsh.ip reasons instead oime above. 
Months where an individual is in a child-
only ease, a leen parent attlmdmg school, 
or exempt ftom tht work requiremenl$. do 
not C01JrIt to';\w the time limit. 

A state's requiud wori: pMticipaUtm r1lle 
would be $rt 3.130% in FY 1997, rising to 
52% by FY 2003, Reciph:ms would be: 
requi."'Cd to work At least 30 holJX'li per week 
by FY 2000. The bill allows mothers with 
children und¢( q,e 6 to work part-time (20 
hours p<'f week) through FY 2002. Those 
leaving welfare for work «10m loward 
work requimncnl 	Ex~tions from the 
work requiretnenu include: iOl:!ividuais 
who are seriously iIi, aged, earing for a 
child under agt One, pregnant, caring fur It 
disab!td family member. or can.not find 
child care. 

I 

SENATE BILL{R.R. 4) CONFERENCE BILL (R.R. 4) 
Block: grantS AFDC, EA, JOBS, and child carl' Block grants AFDe, EA, ana JVtl.'l Imo 

FemiHes with a needy child (as defined by No indiVIdual guarant« ohr.uista,nct. 
the state) are guaranteed assistance.' 

Familles who have been 011 the rolls for 5 
cumulative years (or less at state option) 
would be ineligible fOr cash aid. Statcs would 
be permitted to exempt up to 20% of the 
t:aSeload from the time limit Slates are not 
pennitted to provide nOlHllSh benefits or 
vouchers to families that are time limited. 

a single: ~ entil!ement to stales. 
The block grant provides It separate 
aHoc<ltiQn speeifh:aUy for child care, 

No individual guarantee ofassi$tance. 

Families who have b~~~- ~~- th;~~lls for 5 
cumulative yean (or less al state option) 
would be ineligible for cash aid. Slates 
would be permitted to exempt up to 15% 
of the caseload from the tiEne limit. States 
are allowed (but not required) to provide 
non-eash benefits or vouchers to families 
that are time limited. 

• 

NGA PROPOSAL 

Block grant;; AFOC, EA, and JOBS Into 
1'1 single capped entitlement to state~" 
The block grant provides a separntc 
allocation specifically for child Cllrc. 

- =___ :"::-- - ____ u:.~ _. - - - --t 
No individual guarantee, but states must 
have objlX:live criteria for delivery of 
benefits and ensuring equitable 

;:~:~hO have been ol'llhe rolls for ~ 
5 cumulative years (Of less 81 state 
option) would be ineliy,ibk for cash aid. 
Stales would be permitted to exemp-ltl? 
to 20% of the caseload from the time 
limit.·State:s are allow~d (but not 
required} to provide non·ash b<rlefits 
vouehers to families that a.rc lime 
limited. 

--1-----------1- --,--------------------
A stale's required work patliclpation tate 
would be set at 25% in FY 1996, rising to 50% 
by IT 2000. The bilt allows mothers with 
childnm under 6 to work part-time (20 hours 
per Vim) through FY 2002. Ret."ipients must 
wOfk 35 hours per week by FY 2002" The bill 
also allows Slates 10 ~x:empt families with 
children under age one from work 
requirements. Those leaving welfare f;)r work 
COUnt toward participation requirements.. 

~, 
" 

A stale's required work participation rate 
would be: set at 15% in FY 1996, rising 
to Sl1'k by FY 2002. Same hour 
requiremenu as Senate bill. SUItes. have 
!.he option 10 exempt single parents whh 
children under age 1 ftom work 
rtquilement. No pan-time work option 
for muthe" with young chil-dre:L Tbose 
leaving welfare for W(lrk 00 oot count 
toward work requiumenu. 

A :state's reqnired \\.·ork participation rnle 
would be: set at 15% in FY 1996, rising 
to 50% in FY 2002. !be resolution 
allows mothc.-s with children IJnder age 
6 to work 10 hour"5 per week th:ough PY 
2002-. All other non-exempt recipients 
musl work an average of at least 25 
hours per week, by FY 1999. The 
f¢SOlution also allows stales to exempt 
familitS with children under age one 
from WOrK requirements; changes the 
participatIon rate calculation to take into 
Il~ount those who leave cash assistance 
for work; and allows job search and job 
readiness to count as a work activity for 
up [0 12 week$:. 

http:hardsh.ip


___ 

et , 

I Child-i:'are 

I, 

l~., 

Eeonomic 
Contingency 
Grant fund 

, 


I 
Performance 
Bcnus to 

Vork 

I 
Family Cap 

'AD~;:~;I:~'~~L 

The-bill adds $3.8 billion above current 
law for child t:are under new eBO ~ring, 
~ssentiany doubUng the amount uf child 
care doHars above current law rl;lativ(! to 
the Conference btll. States m.ust provide 
parent:1 wilh child em ifthey are required 
to work or prepare for work and if~y 
tGse AFDC ellgibilil}' due to work, for up 
to 12 monL,S, 

:;'~:~~~;'~~~•.:;= 

From FYs 1996·2000, S8 bililon would be 
available as a !>Ct-aside:: in thHssh assistance 
b!lX:k grnnt fOf 'Child care assistance. States 
would be required to match $5 billion ofthe 
child tare funds at lhe FMAP. An additional 
$1 bminn pt;~ year is availllble in discretionary 
spending under CCDBG. OveraH. a S.8 
biiHon increase in mandatory funding OVet 7 
years (new eso basdine). Recipients cannol 

- be sanctioned for not working ifclllld Cllr( is~' 

unavaUable. 
.~. 

The cash assistance program (TEA) 
remains an uncapped e.otitlem~nt which 
automatically adjusts fer changes in 
economic conditions O( population. 

I 
The bill provides $800 mlllfon over 5 years 
to provide perfonnancc bonu~5 to swes 
(bonuses wnuld nct be funded from work 
program dollars). The Seaetary, in 
eonsullalion with states and other 
intelested parties. would be reqoired to 
develop a system ofpetformancc mea:;un::s 
and bonuses that rewards states that 

operate effective work pro 

Stale opt/Oil t.o implement a family cap. 


$1 billion WGu!rl be approprillled for FYs 1996 
" ~002 fer mlltching grants to states with high 
unemployment Utes. States m1.l$l maintain 
their fulJ FY 1994 level of effort to use funds. 
All emergency loan fund ofSl.7 billion, and a 
$880 million grant fund for low~benef1t,. high 
populalion~gr0Vs1h Slates would also be 
aVailable. 

Establishes II performance bonus set-as.ide 
within the block SIn-'ll, but CI'lei not ~rovide 
additional rcsoun::e$. Performanee bonus fund 
totals $2 billion over J years. B<lnuses are 
based Ql'I performances on a range of 
measures. im:ludingjob placement 

No federal maodate to deny a.~sistan~; option 
for state action as in Administration bill. 

, 


~~~~NC£BILL(H.R'4)'NGA' aT. 

The bm (:ontains II ICtal ofS1 billion in 
discretionary funding and $10 bfllion io 
mmdmmy funding (FYs 1996 • 20(2) in 
a s.eparufe child care block gtant States 
would be requimt to match $3.8 bilHon 
ofthe: Dumdatory funding ai the: F}'1AP. 
Overall., increases rn.at.dalory child care 
funding over currentlsw by SI.9 billion 
Gvet 7 years (newCBO baseline). 

-~ -. - . 

The bill include$ $1 billion fOl grants to 
stales with high unemployment (state 
must match); $800 million gr;mt fund fot 
stales with high population gJClwlh. 
benefits-lower than 35% of the national 
average, or above average growth and 
below average AFDC benefits {oo state 
match}; and SI. 7 billion loan fund. 

Siroillll' performance meas:urcs as the 
Senale bill. but stales receive up to an 8 
pert:entage pOint reduction in 
maintenance of effort instead ofbonus 
payment. 

The resolution contains a total of$7 
billion in discretionary funding and $1·\ 
billiQ!I in mandatory funding (FY 1996· 
20(2). Overal!, increases mandatory 
funding by S4 bilhon over the 
Conference: bill and $5 billion over the 
Sena~ bilf. Increases mandatory child 
care fundini over cumnt Jaw by $5.9 
billion over 7 years (n~w CBO nascEnc). 

'AI! ofme funding added ovtrthe-
Conference bill is an unmateherl generat 
enlit~ement:o the Mate$, 

Adds SI billion to:thC,CpC,-o-"'-"-'CdCfC""-d~ing 
for the contingency fimd for a tota! of 51 
billion. States can meet one oft..,,\) 
uiuers to' access the lXIntingency fund. 
the unemployment !rigger in the-
conference agreemcnt and a new wggu 
\)Ued on fnod stamps. Under the second 
trigger, states would be eligibl~ for the 
contirtgency rond if their food stamp 
caselow increaseS by 10% over FY 
1994 or IT 1995 Food Sfamp ca.'>d{)aC 
levels. Unlike the Senate bill and the 
confenmcc agreement, states would nm 
be required to mainlain their FY !994 
level of effort in order to access the 
contingency funds. A slate could begin 
dniwing down additional dollars before 
it had match:d its FY 1994 level of 

Provides bonuses of 5% of the stale's 
block grant annually to state$ that 
ex(eed specified employment-rdam! 
pctfc:mance Wgel pereel1iages. 
(Preliminary estimate of $2 billion). 
These bonuses would be in addition to 
block grlnt base. 

!.. _~. ~------------1-
States would be reqUired 10 deny ca.'1h 
benefits 10 ehildren bom to welfare 
recjpi~i1ts unles$ the state legislature 
explicitly votes to provide benefits. 

No federal mandate to deny assistance; 
option for SUite action Ol$ in 
Administration bi!!. 
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NGA.POSALCOI'IFF:REIlCE BILL (II.IL 4)SENATE BIL"~)"'"ADMII'IISTRA T\ON BILL 
-• 

_M.ainttolllce of The cash assistance program remains an States would be required to maintain 80% of 
tffort uncapped entitlement; th<!: GrnQunt of FY 1~4 spending on AFDCand re,la1ed 

federnl fJnding provid«l would depend on progmmsforFYs 1996·1999, 
the level of state spending. 

. 
PenCIl.I Includes personal responsibility contracts Includes personal responsibility <:Otltracts for 
Respo.usibHity for welfare recipients. under wbich bem::fits welfare recipients, under which benefits would 
COl'ltuet _,:,.?..::.i~_~ reduced for failure to comply. be rtduced for failure 10 'Comply. 

.Child Nutritlou No block grants proposed, COnlalns program ; No mandatory child nutrition block Provides for schoo! lunch block grant 
cuts amounting 10 54 biIHon over 7 yean;, grants, but permits up to 7 school demonstration.. under which the curn:nt 

nutrition block grant demonstrations, entit[ement for children is maintaincd; 
wrc remains a separate progn.rrt Child states would continue to l1:eeiv(: the 
nutritlon spending would be reduced by proportiun uf administJatJve eUSIS based 
about 16,3 billion over 7 years. on cum:nt Jaw, but in a block granL 

Major provisions are the same at similar 

SUpp<lrt «IfofC¢ment rcfonn measures, 
Major provisions are the same or similar toIndudes major C(lmprehensive dllldCbHd Support 

~o Administration bill. except ilAdministration bill, except it eliminates the 
elimifl;ttes tnt SSO pas:!Hhrough, 

t;;cntral registries of child suppon orders. 
uniform procedures Car inttn:ta:e cases ruld 
penalties, s'Uch as license revocation. 
Preserves $50 pass-through ofchild 
supPOrt tD cash assistance r«iplents. 

Mtd:iu:id 

.. $50 pass-through . including paternity establishment. state 

Preserves Med(caid eQvemge for th~_n~~ __ , Eliminates guarantee ofMedicaid~~ -----
EliglbiUty- __ ~ _ 

P'r-..se)"ve$ MediQUd wverage for those 
now eligibie for AFDC. Maintahu -- eligible for AFDC.~Miintains transitional 	 oovel1lge for cash ~i:staJ1ce recipients. 

Transitional Medicaid eliminated. transitional Medicaid. Medicaid... 

SSt F&r S5l and Medicaid eJi,glhility would be 
Children 

SSI and Medltaid eligibility would be 
restricted to those children who meet the 

medical listing; Individual Functional 
n.:strkted to those children who meet the 

me(!icallis:[ng; In<1ividual Functional 
AsStssment (IF A) and refe«rtces :0 Assessment (lFA) and referc:ne~ to , maladaptive bchavi(jr would be repealed. 
FOI current n:tipiellts eligible under an 
[FA, rcdetennination under new rules must 

maladaptive behavior wOl,lld be repealed. 

occur before Ul198 •• benefits would 

continue at least until that date, 


. 

SSI al.d Medicaid e!igibiUl)' wuuld be 
restricted to children who meet the 
meiJicallisling. IFA and refer-ences to 
maladaptive behavior would be repealed. 
Effective hnuary I, 1.997, for CUrr¢tlt 
recipient.\; and new applicants, a 2·tiered 
benefit ~Slem would be established, 
Children who need personaJ w1slM«: in 
order to remaio at borne would receive 
iOO%oftM !:1wwt. Children who meet 
!.he listings but not the personal 
assistance criterill wQUld feCl:ive 75% of 
the benefit. 

States wuuld be required to maintain 
75% ofFY 1994 spending on AFDC and 
related programs for FYs 1996·2000. 

No personal N:sponsibllity contract 

Major provisions are the same or ~imilnr 
to Administration bill, except it 
diminAles the $50 pass-through. 

. 
Allows states 10 either provide Medicaid
coverege to those eligIble under Currcat 
AFDC standllJds (higher-benefi! states 
would tx: allowed to reduce their 
standards 10 the national average} or 10 

those eligible under the new cash 
assistance program st;moMds. 
Tran$i~onal Medicaid eliminated. 

-

Same as 'ih.e Senate bill, except for 
Medicaid provisionS, Effective date :s 
deferred until January J, 1'998. 
Eliminates guarantees of Medicaid 
coverage for children receiving SSI. 

'. 
-

States would be- rc:q~ired to' maintain 
75% ofFY 1994 spending on AFDC 
and reJated programs fOf FYs 1996· 
2000. Malntenance of effort could be 
mtuced to 67% through perfurmance 
m"""",. 

No provision. 

;.;
i c· 

17,.h,..,,,, ... ,14 10M (l1·1l?'" ... , 
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NGAt'OSAL, CONFERENCE BILL (!l.R. 4)SENATE BILL .R. 4)ADMINISTRATION BILL 

.., , 
, Maintains \he entitlement for direct Maintains the tlltillemerlt for direct 


Prottaioll an 

Child Same as current law. Maintains (;urrent entitlement for foster ClU\:

payments to families and pfollides apayments to families ilnd blod: gra..'ltsand .fldoption payments and for admini$trative 
state option to take foster care, adoption administrotion prognuns. Overall, 
wisr.ance, and independenl liVing 

," Aduption , plogranls, No funding restrictions, 
reduced mandatory funiling, by $400 , program. as a capped entitlement, States 

that take. the option must continue to 
million over 7 years, 

, maintain effort at 100"10. Slalt'~ must 
. maintain protections and standards 

under current !aw., States can reverse_. , .. . , ---'-- " , - ----- .. .. ,\ , - .~- "-'-~-... -, , their dedsi(m on a yearly hasis. 

Same as the Senate bilt 

Provblons 


Same lIS the Senate bLlLMinor parents would be required to live in In order to rec-eive assistancc, unmarried minor Teen Patent 
patcn'ttl wQuld be required to live with an adult 


participate in education and training 

lI.n adult supervised environment and 

or in an adult-supervi~~ setting amiI 
activitics. Statrs would have the option to pnrtieipak in educational or tnining tu.:tivities.I 
lI.nd penalties to encourage teen pa.--cnts to 
complete high :;chool and pa:1icipate in 

parenting activities, The S~ tlf 

Health and Human Sm'ices would 


. 
. 

-establish a National Clearinghouse on 

Adolescent Pregnancy, 


.. _-_.. , . .. _---_ .. .. , , .. , .. 

•.food Stamp' Same IllS Conference bit!. except for the 
achieve savings in federal fbnding for food 
The Administration proposal. would The Conference bill would reduce federal·The Senate bill ",1».!ld reduce federal funding 

funding for food stamps by S27.5 billion Senate provision which reiluthoriud the fOor food swnps: by $24 billion over 7 Y¢m'S. 
Food Stamp program in its cunelltstamps by reducing the standard ~ed\!ction. (new CEO scoring). Able-bodied childless over 7 years (new CBO scoring), Able· , 

s-ening the fOltXiml.lm allotment equal to the adultS between 18 and 50 would be ineligible bodied childless adults hetween 18 and uncappe~ entitlemem form. Also adopt! 
Thrifty Food Plan, and ¢{Junting energy 

j i 
Senate provision 10 (educe and freeze 

assiSlam:e as income. In addition. single, 
for food stamps after 6 months: unless they 50 would be required to participate in 

workfare or employment and training the: standard dedui:tion.wode ha!f·time or panidpate in a work or 
, childksli ildults would be required lo work training activity. 5lJlteS wou1d ltave the option program 11$11 condition ofeligibility. An 

parHime cr participate in employment and optional food staplp block gran! would 
training ac~ivities unless: the stale cannot 

to receil'c food assistance as a capped block 
g.-ant States that chlX)SCO to imp!emenl a. hlock be available to stales that have a fully 

provide opportunities to participate in su-eh granl would be required 10 use 80% ofthe implemented EST $)'ste.m or meet certain 
activilies. Federal program expenditures funds for nutritiQP assistance; the remaining payment accuracy standards Slates 

'A\nild remain uncapped, 
 funds: could be used for udminis:ttative costs or choosing block grants would be required 

transferred to work-related programs. to meet spec:ifieil requiremcnt, and would ., .. , have to fl!!:sttict benefits 10 illegal 
immivants. 

-:-..;, .,. 

~I . 

http:fOltXiml.lm


•., • ·."..... :::::i.~.:: •.==t============='F==::::==..~::c:: 
ADMINISTRATION BILL SENATE BILL (H.R. 4) CONFERENCE BILL (l1.R. 4) NGA PROP< . 

Ilmmil:ra~b" -1- Extendli deeming IJ1ltil dtizenship under Mo~t legal itrunigrants ineligible ("f 55!:; Most legal immigrants ineligible for 5S1 No policy position . 
.551. AFDC, and Food Stamps; makes fumre immigrants ineligibk for 5 years for and Food Stamps; future immigrants 
affidavits of suppOrt legally binding.; and mwother federal needs-based prog.--ams- ineligible for 5 years for most other 
creates a more narrow definition of alien States provided the option to deny most federal nee<l&>baw.l programs_ States 
eligibility unde: SSt AFOC, and assistance 10 cuttent and future immigrants. provided the option to deny mOit 
Medlc&d. Extends deemiog: to S years fl)r Cll~nt aSSistance to current ,md future 

immigrants; 4il quartets fut future immigrants, immigr1l.:us. Extends deeming to 
even lfthe), become Mturaliud citl:t.ens; and citizenship; and frnI.Xe5 affidavits of 
makes affid<lvits of support legally binding support legally binding· until thc-~-

I---~ until 40 qualifYing quaners (f(lf future' immigrant a\til.ins cltizenship (for future 
sponsors.lirrunigrn.nLS). Creates narrower sponsors/immigranrs), Creates a 
defmition of alien eligibility (compared 10 narrower definition of alien eligibility 
Administration hill) and ilJ1p<lses new (compared to Admipi$tTation bill) and 
verification requlrements on most federal and imposes new verification nquiremenu 
slate programs. on virtually all federal, state. and local 

programS. Requites SSA, $Ute welfare 
Virtually all fcdctal benefit programs would be and J.:x.al hOl!$mg agrocies to report 10 
required to verify the eltizenship or alienage INS quart<'Jly any information regarding 
status of every applicant, except: emergency individuals wh<J they know zr~ in !he 
Medicaid, ~honlllJneh, WIC. shon-tenn U.s. unlawfully. 
disaster relief, and publk health assistance for 
immunizations and lrea.tmctH of communicable 
diseases. A new, much mote narrow 
definition of"qual;fi~" allen would deny 
federal benefits to those immigramJl not 

No proVisions" 

Addicts.nd 


"·~(!Uld 	 January 1997, individuals with an No provisiuns. I SSI far DruII: 
Medicaid _ addktio."'l: material tOo lhe finding of a diHbllity 

Akobollu alcoholism or drug addiction w<tuld be would no tonger be eligible for SSI and would 

ma:crial to the fmding of di:>ability" The lose their Medicaid eligibility. Other disablw 

ptOVUlOn is dfectlve immediately for new individ'Jals on SS! with a substa:n~ abuse 

applicant$. and January i, 1997 fOl (utl'(':1lt (ondition would be rtquirerl to participate in 

recipients, Funding fer additional ll'eatmenl as a condition ofi:ligibiHty and 

substance abuse treatment in the amounl of wQl,lld be requlred to bave their benefilJl paid 

S50 million per year in FYs 1997 and 1998 through a representative payee" SSO million 

would be added to the Substance Abuse for each ofFYs 1997· 1998 would be 

Prevention and Treatment Block Gram. appropriated for state progran\s for drug 


addicts and a1CDholics through the Substall.«: 
Abuse Prevt;rytton and Treatment Block Gront 

NOTES: 	 NGA proposals are summarized from draft ofNGA policy position; document implies art:a!. wiih no explicit NGA PrQvislon would follow the Conference bill lang:uag~:\ 
Some spending levels are nnt dir«t1y «Imparable because eRO b3$eli!l.c was changed in December 1995, 

'. 

" 
" 
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• 
,Summary of NGA Modifications to Conference Agreement 

... nOllinell/ding S81, Housing, Food Stamps, or Child Nutrition Programs .... '" 

Indjyjdual prQtJtions. Time Limits and family Cap' 

• 	 States would be required to set forth in their State plans objective 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 expJicit State option, rather than a requirement that a State 
could opt out afhy passing a law exempting itself. 

CQDtin~eocy Fuud. Maintenance QfEffon and perfonnance Bonus 

• 	 The contingency fund would be set at $2 billion (up from the $1 billion in the conference 
agreement), Slates could accesS the fund by meeting either the unemployment trigger or 
a trigger based on increases in food stamp receipc Ira State's food stamp caseload 
increased by 10 percent over the FY 1994 or FY 1995 level, the States would be eligible 
for dollars from the contingency fund. 

,, 
• 	 States would not be required to maintain 100 percent of FY 1994 effort to be eligible for 

the contingency fund. Instead. qualifYing States would begin drawing down dollars once• 
, 

they had met the overaH 75 percent maintenance of effort requirement. In addition. States 
would bd eligible for an additional $4 billion in child care funding (over six vears) , . . 
regardless, of theIr level ofState effort. 

I , 
• 	 Cash boriuses equal to 5 pCl'(;ent of their block grant amounts would be awarded to States 

that exce:=ded specified employment-related target percentages. The dollars for the 
bonuses would be in addition to. rather than taken from within. the block grant.I . 	 . 


.work RCQujremcms
i 	 . 

• Indjvidu~ls leaving welfare for work would be counted toward the participation rate. , 

• 	 Individuals (incl~ding those in rwo~parent families) would be required to participate 25 
hours per week in fiscal year 1999 and thereafter (as opposed to 30 in FYs 2000 and 2001 
and 35 thereafter for single-parent families and 35 throughout for two~parent families). 
States v..'Ould have the option to limit hours of participation to 20 for paren1S of children 
under 6. ' 

• 
• Job search would be an allowable activity tor up to 12 weeks (up from the first four 

weeks of participation, the limit in the conference agreemenl). 

Fe-brll.ary 22, 1996 (6:40pm) 



, I 
i 

• Child Cru:e 
, 

• 	 Would provide an additional $4 billion in child care funding (for a total increase 0[$5,9 ,
billion over 6 years); States would not be required to put up a State match or maintain 
their FY 1994 level ofchild care spending in order to access the additional $4 billion, 

• 	 Would limit the percentage ofCCDBG funds usable for administrative costs to 5 percent 
(up from 3 percent in the conterencc agreement), 

Noncitizens 

• 	 The Governors declined to take a position on the noncitizen provisions in the conference 
agreement. in their February 20th testimony, they suggested that members ofCongrcss 
would 5400 be hearing directly from governors concerned about the issue. 

, 
Cllild Protcctiorl 

I 

I 


• 
• Would ~aintain the open-ended entitlement for foster care and adoption assistance 

administration and training, as well as maintenance payments. Would allow a State to 
receive foster care. adoption assistance and independent hving funding as a block grant 
(mandatpry funding) adjusted based on the average national caseload growth rate. States 
would be able to transfer any amount from tuis capped entitlement into the child 
protection block grant for activities such as early intervention. child abuse prevention and 
family preservation. States electing the block grant would be required to maintain current 
Jaw protections and standards and to maintain fiscal effort at the level of the year prior to 
election 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 law protections and 
standa~s under the block grant. 

I 

I 
I 

I 

I 

• 	
I 
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• 	
SUMMARY OF PROVISIONS 

Con~crencc Agreement on Welfare Reform wi NGA Modifications 

"' .. 110l including SSt. Housing. Food Stamps, or Child Nutrition. Programs ... 

TITLE I: Block Grants tQ StDtes fur Temporarv Assistance fOr Needy Famjljes 

Block Granting of AFDC and Related Programs: The biB wouid eliminate all existing 
statutory language on the purposes, administration, and requirements of AFDC and 
related programs and would replace them with language establishing a biock grant. 
Programs that would be included in the family assistance block grant are AFDC eash 
benefits and administration. emergency assistance, and the JOBS program. A separate 
block grant would be esrablishcd for AFDC·related child care funds. Current statutory 
language o'n individual entitlements, fair hearings, and other procedural protections for 

_._:r"- people \\Tongfully denied benefits; state financial participation. consistent standards of 
need. and ~ho in the family is eligible would be eliminated. 

I 	 • 
r 

NCA Mo4ification: States would be required to set forth in their Statc plans 
objective ~riteria for the delivery of benefits and for fair and equitable treatment. 

I 

Operating'Temporary Assistance Programs: States would be required to submit a 
state plan every two years outlining thc provisions of the state's program for the purposes 
of providing cash assistance and work services to needy families. Separately, states 
would be required to operate child support enforcement, foster care, and adoption• 

. 

assistance programs, and would be required to participate in the federal Income 
Eligibility Verificalion System. 

• 	 Time Limit: States would be prohibited from using block grants funds to provide cash 
assistance to recipients 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 
cuscload on hardship grounds. Battered individuals could count toward this exemption 
cap, but states would not be required to exempt such individuals. States would be 
pennittcd to use federal block grom dollars to provide noncash benefit'; (vouchers) to 
frunilies th~t are time limited, Only cases with an adult would be subject to the lime 
limit. Child recipients (on the case WIth an adult) would also receive assistance for five 
years; however, ifthcy qualify as adults they may receive five more years of assistance . 

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

• 	 Funding apd Sta~e Allotment: The Temporary Assistance block grant is estimated to be 

• 
$16.294 billion for each ycar from FY 1996 to PY 2001. Each state would be "BOlted a 
fixed amo~nt -- ba.'ied on expenditures for AFDC benefits and administration, emergency 
assisluncc'innd JOBS -- equal to the greater of: (1) the average of federal payments in 

I 
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• 
Sl!MMARY OF PRovisIONS: CoNfERENCE AGREEMENT ON WI!!,fARE REEORM - ctmtinued 

FY 1992-94, (2) federal payments in FY 1994, or (3) federal payments in FY 1995, 
Stales rna; 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 ofihe following: the 
child protection block grant, the title XX block grant, or the clUld care block grnnt 

, Adjustments: A supplemental grant totaHng $800 million over 4 years would be given 
to qualifying Jow benefit. high growth states. Qualifying states would ineIude those in 
which: (1) the average level offederal welfare spending per poor person is less than the 
national ay'erage and the rate of population growth is above average; or (2) the level of 
federal welfare spending per poor pe",on 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 I, 1990 to July I, 1994 (this 

, .-.' would add Alaska), Only states who qualitY in FY 1997 would be eligible to receive 
these funds, 

I 
• l\lainteDa~ce of Effort: For FYs 1996 to 2000, states would be required to spend on 

state family assistance programs an amount equal to 75 percent of the FY 1994 state 
share of the' programs block granted under this tide or the child care block grant 
(including AFDC benefit payments and administration, emergency assistance. AFDC~ 

• 
 related child care, and ule JOBS program), States could not wunt Medicaid expenditures 

or other state expenditures used to qualify for federal matching funds. There would be a 

dol1ar~fQr--dollar reduction in the block grant for failure to meet the maintenance ofeffort 

requirement. To qualify for the contingency fund, states must spend at least tOO percent :,: 


ofFY 1994 exponditures on progrnms replaced by the cash assistance block grant. For 
additional child care funds. they must spend at a level equivalent to at Jeast 100 percent of 
FY 1994 expenditures on AFDC-rciated child care. , 

NGA Modification; States would not be required to maintain 100 percent ofFY 
1994 effort to be eligibJe for the contingency fund. [0 addition, States would be 
eligible for ~n additional $4 ~mion in chiJd care funding (ove~ six yean;) regardless 
of their level of State effort. 

, 

I 


• l)c-rformance Bonuses: States that perform well on specified perfonnance measures 
.may reduce 1he 75% state maintenance of elTon requirement by up to 8 percentage points, 
Slates woui~ be given a score for their performance on each of four measures: (1) exits 
duc to employmcnt, (2) recidivism, (3) earnings of recipients, and (4) reductions in the 
percentage of children in the state who receive assistance, For each category. the 5 states 
with the highest score and the 5 states with the greatest improvement ovcr the previous 
fiscal year would be able to f>:!duce their maintenance of effort requirement by 2 
percentage points. In 3 gi~en fiscal year, a stale would not be able to reduce its 

• 
maintenance of effort requirement by more than & percentage points . 

2Ve/JYU,7ry :::.1996 (4:58pm) 



• 
SUMMARY Of PROYISIONS; CONfERENCE AGREEMENT ON WfllARE REfORM - cpmlnued 

NGA Modification: 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 tbe bonuses would be in addition tOt rather than taken 
from within, the baock grant. 

• 	 Conting:cncy Fund:, A contingency fund w(luid be established to allow states 
experiencing recession to draw down additional funds for their Temporary Assistance 
programs. ,Slllle spending (by eligible SUlleS) above the FY 1994 level would be matched 
at the Medicaid rate using the doHars in the contingency fund, Payments from the fund 
for any fisi:al year would be limited to 20 percenl of the state's basc grant for thaI year. 
1110 fund ~ould be set at a toUlI of$1 billion for the fiscal years 1997 through 2001. To 
be eligible for paymentS from the fund in a fiscal year, a state's unemployment rate for a 
3-month p~riod would have to be at least 6.5 percent and 10 percent higher than the rate 
for the corresponding period in either of the two preceding calendar years. A state would 
also, as mentioned above. have to maintain its FY 1994 level of state effort. 

• 
NGA Modification: The contingency fund would be set at $2 billion (up from the $1 
billion in the conferc:nce agreement). States eould access the fund by meeting either 
the unemployment trigger or a trigger based on increases in .f~lOd stamp receipt. If a 
State's food stamp caseload increased by 10 percent over the FY 1994 or FY 1995 
level, the States wnuld be eligible for dollars from the contingency fund. 

As Dotro above, State.'i would not have to meet tbeir FY 1994 level of effort to 
qualify for: the coutingeney fund. Instead, quali.fyi~g States would begin drawing· 
down doll~rs once they had met tbe overall 75 percent maintenance of effort 
requirement. 

• 	 Loan Fun~: A revolving loan fund would be established to make loans to states for 
emergency funding needs. The loan fund would be set at SI.7 billion. Any state that has 
not had Ii penalty imposed against it for misuse block grant funds may borrow up to 10 
percent of its annual grant amount 10 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 tribe. FWlds must be repaid, with 
interest. within three years. The Secretary of HHS would not have the authority to 
forgive an outstanding loan, 

,, 
• 	 Work Program: The JOBS program would be repealed and replaced by a state-designed 

work program delivered through a statewide system. All parents receiving cash 
assistance fa;' mOTe than 24 months would He required to participate in work activities, 
but there a:r~ no penalties for not meeting this requirement. Child care would not be 

• 
guaranteed for mandatory work participants. However, a state would not be able to 
reduce Or te:rrninate assistance Oas;cd on the refusal ofan adult to work if the recipient: 1) 
is a single c'ustodial parent caring for a child age 5 or under; and 2) the parent 

I 
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SliMMAR¥ OF PRQV~SJ(lNS: CoNFERENCE AOBEEMEbT 00 Wru.fARL R£FORM continued 

• 


• 


demonstrktcd an inability to obtain appropriate, affordable child care that is v.ithin a, 
reasonable distance from home or work. ' , 

, . participJtion Requirements: A state's required Participa~on 'rate for adults in all adult~ 
headed fainiHes to be placed in work program activities would be set at: , 

15,% in FY 1996; 
2<1'1. in FY 1997; 
25% in FY 1998;, 
3q% in FY 1999; 

35,% in FY 2000; 

40% in FY 2001;
, 
50% in FY 2002 and there.fier. 

I 
The parti~ipation rate fOf tv.'o-parent families would be: 


50% in FY 1996 

75% in FY 1997 

75% in FY 1998 

90~~ in PY 1999 and thereafter. 


States 'wo~ld have the option to exempt families with a child under age one from work 
requirements. Individuals who are sanctioned would not be counted in the denominator , 
of the participation rate. The work participation rate would be reduced by a percentage 
equal to the pen::entage decline in the caseload relative to FY 1995 (not including 
reduction~ duc to federal law or due to changes in eligibility criteria, with the burden of 
proof placed on Secretary.) The Secretary could reduce a state's block grant funding by 
up to 5% (sec section on penalties below) for failure to meet the annual participation 
standard. ! < 

NGA Modification: Individuals leaving welfare for work would be counted toward 
the par1i~lpation ratc, 

I 
• Definition of Work Adivities; Work activities would inc'iude unsubsidized, . 

employment, subsidized private Or public sector employment, on-the-job training, work 
cxpericncb, community service programs. job search activities for the first 4 weeks, and, . 
12 months of vocational educational training (for up to 20 percent ofa stale's caseload). ,
To count toward the participation rate for ali families, individuals would be required to 
parttcipatJ an average of20 hours per week from FY 1996 to FY 1998 j 25 hours per 
week in F~ 1999,30 hQUTS per week in FY 2000 and FY 2001, and 35 hQurs per week in 
FY 2002 and thereafter, Individuals would be required to spend at least 20 hours per 
week in vJork activities. To count towards the participation 'rate for two~parent families,· 
individuals would be required to participate a minimum of35 hours per week, with at 

. ~ 


• 
least 30 h6urs per week in work activities. 
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NGA Modification: Indhdduals (Including those in twowparent families) would be 
required to participate 25 hours per week in fiscal year 1999 and thereafter (as 
opposed to 30 in FYs 2000 and 2001 and 3S thereafter for single-parent families and 
3S througbout for two·parent families). States would have the option to limit hours 
of participation to 20 for parents of children under 6 • 

•lob search would be an allowable activity for up to 12 weeks (up from tbe first four 
weeks of p,articipation, the limit in the conference agreement). 

• 	 Child Care Programs: From FY 1997 through 2002, the conference agreement \-vQuld 
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 [Widing over the period by $1.9 billion relative to 
current law. No growth would be allowed for discretionary funding. The conference 
agreement would require states to maintain their FY 1994 spending levels to be able draw 
dOlh'Il (at the Medicaid match rate) the additional mandatory funding. Th~ conference 
agreement would eliminate health and safety protections and specific consumer education 
to parents o,n licensing and complaint procedures and would red\lce targeted quality 
funding. 

~GA Modification: Would provide an additional 54 billion in child care funding 
(for a totaJiincrease 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 ~dditi()nal $4 billion. 

I 
• 	 Child Support Requirements: States are required to operate a rV-D program and 

provide serVices to IV·A recipients, Medicaid recipients, children receiving foster care 
and adop-tion assistance under IV-B, fonner (V,A recipients and any family that applies 
for services: IV-A recipients are required to assign their rightS to support to 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 
IV·A assistance or if collected through the federal tax offset program, All other assigned 
pre~assistance support collected win 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, 

I 

• 	 State Incentives to Reduce Out-of-wedlock Births: An additional gnbt would be 
provided to states that reduce oUl~of-wedlock births. In FYs 1998 through 2000, an 
additional gr:anr fund (on top of the family assistance block grant amount) WQuld be 

e established t,o' encourage states to reduce out~of~wedlock births. A statc's grant amount 
would be in~rcased by 5 percenl if the state's illegitimacy ratio was a i percentage point 

! 
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. SUMMARY Of rS<ll:JSIONS··CQNEERENCE AQREEMFNrON WEI FARE REfORM n ro'nu'ttWd 

• lower in th-a( year than its 1995 illegitimacy ratio~ the state's grant would be increased 10 
percent if the illegitimacy ratio was 2 or more percentage points lower than its 1995 
itlegitimacy ratio, A slate would only be eligihle for the bonus if the rate of abortion was 
not highcr1than the rate in FY 1995, The iUegitimacy ratio would be defined as the 
number of:out~of~wedlock births that occurred in the state, -divided by the nwnber of 
births that ~ccurred in the sUite for fiscal years for wh"ic:h data is available, Additional 
grants would not be awarded if it were detennined that the changes in the iHegitimacy 
ratio were a result of changes in state methods of reporting and calculating data. 

• 	 Family Cap: The conference agreement would require states to deny cash benefits to 
children bom 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 Modification: The family cap would be an explicit State ophon, rather than a 
rcquiremeht that a State could opt out of by passing a law exempting: itself . ..."",,: .. 

I 

l 


• 

• Minor Par.ent l'rovisions: Unmarried parents under age J8 would not be eligible for 
assistance ~nlcss they: (I) live with a parent, Jegal guardian, or adult relative or in another 
adult-supervised seuing; and (2) participate in educational or statc~approved training 
activities. TIle state would be required to provide (or assist) in locating at! adult~ 

supervised living arrangement if the minor meets certain criteria, ~uch as having no 
parent or being in a situatlon in which the minor would be subjected to serious physical 

• 
or emotional harm, sexual abuse, or exploitation.,,, 

• 	 Penalties; ;States would subject to the foUo,"ing reductions in their block gffint: (l) up to 
a 5 percent reduction for failure to meet the work participation rate, (2) a 4 percent 
reduction fO,r failure to submit required reports. (3) up to a 2 percent reduction for failure 
to participate in the Income and Eligibility Verification System, (4) up to a 5 percent 
penalty for failure to comply with paternity establishment and child support enforcement. 
and (5) a 5 percent reduction for any intention:al misuse of funds. in addition. for any 
misuse of the grant or unpaid loan (including interest), the grant would reduced by such 
amount in the succeeding fiscal year. The payment for any quarter could be reduced by 
no more thal25 percent due t~ apenalty. penalties would be carried over to subsequent 
fiscal years jfnecessary. The Secretary may waive penalties for cases of good cause. 
States subje~t to a penalty woold have the opportunit~ 10 submit a corrective action plan 
prior to the iJIlposition ofa 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 [)ata CoIl4£ctionS! Sta1es would be required to submit monthly 
disaggregJ.ted case record data on the characteristics of families receiving assistance, 
This includes the number of adult and child recipients. demographic characteristics of 

• 
adults, the amounl or cash assistance provided. multiple program participation of 
families, chi~d care usage, case closures due 10 employment and time limits, and data 
nccd(,,!u to calculate participation rates. , 
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SJ,lMbtARY m~ PIiOYiSID.NS: CONfERENCE AGREEMENT ON WEl.fAf.\E &EfOS.M 'tmlimred 

, 
$ t5 million would be authorized for each of FYS 1996 to 2000 for research and• 	

, 

evaluation. 50% percent of these funds would be allocated 10 s:tate~initiated studies of the 
welfare system (federaJ funds would COver 90% of the costs of these studies) and to 
complete evaluations of approved state waivers that are continued after October l, 1995. 
The remai,ning 500/0 of the fwlds would be used for federal studies of the benefits. effects, 
and costs of state programs and for the development and evaluation of innovative 
approachc,s to reducing welfare dependency iUld increasing child well-being. The Census 
Bureau would receive $10 minion in each of FYS 1996 to 2000 to evaluate the effect of 
the wclf~, reforms through surveying a random sample of recipients and other low-
income populatiQns as appropriate. 

, 
I 

• 	 Abstincn~e Education: $75 mil1ion per year would be drawn from the Maternal and 
Child Health Block Grant for an abstinence education program. 

I 	 . . 

St.ai~ Flexibility: 'While the Temporary Assistance program must be in effect statewide, 
Slates would dctenninc all rules relating to benefit levels and eligibility criteria. 
However, stales would not be rcquirccito provide benefits to all those who meet 
eligibility requirements if, for instance funds faU short. States would be allowed to usc 
block grant funds in any mMncr that is reasonably calculated to accomplish the purpose 

• 
of tbe bilL At the samc time. the Secretary is prohibited from regulating the conduct of 
the states 6r enforcing any provision beyond what is specified in the bill. State~ wowd 
set the cri~eria for child care assistance Wlder their Family Assistance prograrruC A 15 
percent cap woUld be placed on administrative expenditures. Spending for infonnation 
technology and computerization needed to implement the tracking and monitoring 
required by this title, however, would be excluded from the limitation. 

• 	 Contracting Services To Religious, Charitable, or Private Organizations: The 
conference agreement fol!ows the Senate provision -- states could contract to religious, 
charitable, or private organizations under Titles l. II, and X (that pennit contracts with 
organizations or pennit certificates, vouchers, or other fonus ofdisbursement of 
assistance to beneficiaries). States could require organizations to fonn a sepruate, 
nonprofit cOrJXiration to administer the assistance program, but organizations would not 
be required to alter their form of internal governance or remove religious art, icons, or 
other sym~ls. An indivlduaJ would have the right to object to receiving assistance from 
a religious provider and the statc would be required to provide comparable assistance, 
from an alternate provider. Such organizations couid not deny services to individuals On 
the basis ot relIgion, religious belief, or refusal to actively participate tn a religious 
practice, however these organizations providing assistance could require that employees 
rendering ~ervices adhere to the religious tenets and teaching ofsuch organizations, as 
well as lany rules of the organization regardiLg'thc usc of drugs or alcohol. No funds 

• 
provided to such organizations could be used for sectarian worship or instruction, and 
organizations \vould be required to adhere to specified auditing principles for use of funds 
under this program. The conference agreement specifics that state constitutions could not 
be overridden by these provisions. 

1, 
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SUMMARY~QF PROVISIONS: CONfERENCE AGREEMENT ON WE1.fA~ REFORM - CQnUrweg· 

• 	 Annual Ranking of States:. The HHS Secretary would be required to rank states 
according to changes in: out-{)f~wedlock birth rates among recipients of cash assistance, 
reductions in welfare dependency. and diversions from receiving cash assistance. These 
rankings are in addition to the requirement to rank states according to their success in 
placing recipients in long-tenn private sector jobs, No penalties or incentives are 
attached lo;these rankings. 

• 	 State P'ans: Each state would be required to make available to the public a summary of 
its state pl.in whkh outlines the provisions of the state's program under the block grant. 
States would be required to consult with local governments and private sector 
organizatio'ns 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 tenninate their waiver demonstration 
projects or continue to operate them, states would have the authority to continue some 
individual waivers that were granted as part of the waiver demonstration project, while 
terminating others, States that opt to terminate waivers would be held harmless for any 
accrued costs if they terminated the.waiver by January I, 1996 -* these states would be 
required lOlsubmit a report summarizing the waiver and any inf,?J,111ation concerning its 
effects. States that continue waivers would be liable for any cost overruns. The amoWlt 
of block grant funding awarded to a state is not impacted in any way by whether they 
choose to keep waivers under the existing laws. , 

• 	 Provisions. for Indian Tribes: For FY 1997 through 2000, the Secretary would provide 
a family assistance grant to each Indian tribe that had an approved family assistance plan. 
This amount would be deducted from the relevant state's family assistance grant. These 
grants woutd 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 he made available to provide work program activities for each fiscal 
year, from FY 1996 until FY2000, to Indian Tribes that operated a JOBS program in FY 
1995. The Secretary would establish, with tribal participation, work rates. time limits, 
and penalties applicable to each tribal assistance program, 

• 	 Denial of Benefits for 10 Years to Thos.c Found to have Fraudulently 
Misrepresented Residence in Order to Obtain Benefits Simulta.neously in Two or 
More Slates: An individual would be ineligible to receive cash assistance or SSI 
benefits (under Title H) for a period of 10 years following the date of hislher conviction 
for making:fraudulcnt statements for the purpose of receiving benefits under public 
assistance, Medicaid. Food Stamps. or the SSl program in two or more states. 

1 ' 
1 

• 
• Disclosure' of Usc of Federal Funds: Organizations which accept federal funds would 

be required to include a statement of that fact in any advertising intended to promote 
public suppon or opposition to any policy of a federal. state, or local government. 
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SUMMARY Of PROYISIONS; CONEERWCI! AGREEMENT ON WELfARE REfORM - rontjnued 

• 	 Displacement Provisions: The amendment revises the displacement provisions to 
stipulate that they do not preempt or supersede any other state or local law that provides 
greater protection for employees. It 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 a vacancy < 

TITLE Ill; Child Support , 

• 	 Centralized, Support Order Registry and Collection Disbursement: States would be 
required to record nil child support orders in an automated state central case registry and 
collect and disburse chjld support payments using an automated centralized collections , 

. unit Stutes would then be able to monitor child support payments and take automatic 
enforceme~t actions when payments are missed. The registry would also contain 
infonnatJ9n on all other pending paternity and, award establishment cases that are 
provided services through the Child Support Enforcement system. 

• 
Reporting of New lIires: States would be required to establish a State Directory ofNew 
Hires. A National Direcwry of New Hires would be established within the Federal Parent 
Locator Service. EmployerS would be required to report information on each new hire to 
the state direclory. Failure to do so would result in a penalty les~ than $25 for each 
unreported hire. Each State Directory of New Hires would be required to conduct 
automated matches ofnew hires against the state central support order registry. States 
would also 'be required to report their new hire information to the National Directory of 
New Hires: The National Directory would be required to match these records with 
records ffQ~ other state central support order registries. Employers would be required to 
withhold wages for any employee for whom a match occurs. 

t 
• 	 Interstate Cbild Support: States would be required to adopt, with a few modifications. 

the Uniform Interstate Family Support Act (UIFSA). States would be permitted to 
enforce interstate cases using an administrative process. The Secretary ofHHS would be 
required to issue unifonn fonus for use in enforcing child support in interstate cases, 

.. 	 Cooperation 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 infonnation about the non~ 
custodial parent as required by the state. The child support agency would determine 
whether individuals had cooperaH..-d and good cause exceptions cou\d be applied. At state 
option, good cause could be determined by the Title IV-A or XXI agency. Appropriate 
reasons for determining good cause are provided in the bill. 

• 	 Paternity Establishment~ States 'would be required to have a variety of procedures 

• 
designed tojcxpeditc and improve paternity establishment perfQnnance, States would be 
required to publicize the availability and encourage the usc of procedures for voluntary 
establishmc'nt of paternity and child support States could not require signing a voluntary 

I 	 . 
I 
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SUMMARY OF PR;OV(SfONS; CONfE&.ENCE MI\EEMENIQN WELfARE REFORM cpntinued 
, 

acknowledgment as a condition of eligibility for receipt ofIV~A benefits. The paternity 
establishment perfonnance standard would be increased from 75 percent to 90 percent 
States have , the option of using oniy non-marital IV-D cases or ali out-()f~wedlock births 
in the state in computing its perfonnance, 

! , 
Funding 'nnd 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 directors. The existing 
incentive structure would be used to pay the states through fiscal year 1998. 

Distribution and Pass~Tbrough Policies: The $50 pass-through for AFDe families 
would be eliminated, The state could pass through to the family any amoWlt of child 
support, however, the entire amount of the pass-through would have to be financed by the 
stale, Beginning October 1, 1997, former assistance recipients would receive all child 
support owed to them for periods after they stopped receiving assistance, before the state 
could apply arrearages to )V-A assistance recoupment with the exception that collections 
of assigned support collected thrOugh the tax-nffset system would continue to go to the 
state first. Beginning October 1,2000, all pre~assistance arrears assigned to the state 
would go to the fruntly after they no longer receive assistance before the state could 
recoup support payments it was owed for the assistance period "?lit the exception that 
eotlcctions: of assigned support collected through the tax-offset system 'WOu1d continue to 
go to the state first The federal government is required to maintain each state's share of, 
IV~A collections a1 it's FY 1995 level (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 agency every 3 years if requested by the parents (or the state if there is an 
assignment), States could use automated means to accomplish review and adjustment by 
using either child support guidelines, applying a cost of living increase to the order and 
giving the parties an opportunity to contest, or by showing a change in the circumstances 
of the pani!!,s. 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 Support Orders: In addition to the establishment of a new hire 
reporting directory to assist in the enforcement of child support orders, aU child support 
Qrders issued or modified before October 1. 1996. which are not otherwise subject to 
income withholding, would be immediately subject to wage withholding if arrearages 
occur (with1out the need for a judicial or administra.t.ive hearing), The Secretary of 
Defense would be required to establish a centdd peisonnellocator service that contains 
the nddress:of every member of the Armed Services (including retirees) and make this 
information available to the Federal Parent Locator Service. Various enforcement tools 
would be included, such as providing states tbc aUlhority to revoke or suspend driver's 
licenses, professional and occupational licenses, and recreational licenses of individuals 
owing o\'cr~ue suppon; and denial of passports for nonpayment of child support, 
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SUMMAR\, Of PROVISIQNS· CONFERENCe AOREEMENIPN WEI.FARE REfORM - canritwed 

I 
Visitation;and Access Grants: Grams would be made to states for access and 
visitations~relaled programs,, 

., 	 Enforccmhnt Affecting Grandparents: States have the option of imposing child 

support obligations on grandparents in cases when both parents are minors and the 

custodial parent is recciving benefits under title IV~A. 


Denial of ~cnefits for Fugitive Felons and Probation and Parole Violators: An 
individual in violation of parole or probation, or after conviction for a crime would be, 
ineligible to receive cash assistance or SSI benefits (under Title II). The agency 
administeripg benefits would be required to provjde relevant infonnation to appropriate 
law enforcement officials. 

• 	 OiscJosurc of Use of Federal Funds: Organizations which accept federal funds wduld 
be required "to include a statement of that fact in any advc"rtising intended to promote 
public supr~m or opposition to any policy of a federal, state, or local government 

• 	 Effective Date: States \I,rould be allowed to continue the current AFDC progrrutt for nine 
months following the date ofenactment. 

I 	 "<"" 
" ";• TITLE IV; Restrjcting Welfare and Public Benefits for Aljens 

• 	 Lcg.llilmmigrants Ineligible for SSI and Food Stamps~ Most Jegal immigrants would 
be inetigiblc" for SSI and Food Stamps, including the sevcrely disabled and current 
recipients after 111197 (narrow exceptions for: eertain refugees, asylees and persons 
whose deportation has been wlthheld; veterans; and persons who have worked 40 
qualifying quarters to be fully insured undertit!e II of the Social Security Act). 

• 	 Legal Immigrants 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 local governments would have the option to deny most 
legal immigr~nts any rneans~tested benefits they provide. including current recipients 
aftcr 1fl!97 (subject to the same narrow exceptions above)" 

j 
• 	 Future Immigrants Ineligible for Means-tested Programs: Legal immigrants entering 

after date of enactment would be ineligible for any federal mean!Hested program for 5 
years after their entry (narrow exceptions for: certain refugees, asylees and persons , 
whose deportation has been withheld; and veterans). The following specific programs 
would be exempted from this eligibility bar: emergency Medicai<t unless a state decided 

• 
to deny emergency medical services to these immigrants under the Medicaid block grant~ 
short-tenn di~aster relief; school lunches; WlC; immunizations, and testing and treatment 
for communiCable diseases; foster care (if foster parents arc not recent immigrants); 

I 

I 
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• 
SUMMARY Of PRQ},JSIONS; CONfER£NCIi AGRii£MENI ON WELfARE REfORM - continued 

eiementary and secondary means-tested programs, and post-secondary programs (c.g., 
student loans); and other programs at the discretion of the AG if they (1) deliver inMkind 
services at the community level. (il) do not condition assistance on individual recipient's 
income, and (iii) are necessary for the protection oflife or safety (e.g., soup kitchens, 
crisis counseling and intervention, short-tenn 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 exemption for elementary and secondary 
means-tested programs, State and local means-tested programs would be aJIQwed to 
apply the ~arne deeming rules to future immigrants, subject to the same program 
exemptions as under federal rules. 

• 

• Citizenshlp and Ahcn Verification Requireptent: Virtually aU federal. state, and tocal 
benefit programs would be required to verify the citizenship or alienage status of every 
applicant, i,nc!uding the school lunch program, W1C, 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 exempted from these 
new requirements arc: emergency Medicaid unless a slate decided to deny emergency 
medical services to these immigrants under the Medicaid block grant~ short~tenn disaster 
relief; immunizations, and testing and treatment for communicable diseases~ certain 
housing programs if the alien is currently receiving assistan~~ and other ~rograms at the 
discretion of the AG if they (i) deliver in~klnd 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 cmIDseling and intervention, short
term shelter). Stales would be allowed to opt out of this requirement only through 
enactment of a state law that affinnatively provided eligibility to such "non..quaijfied 
aliens". 

I 
• 	 Reporting ~equil"cment: Stme agencies implementing the AFDC block grant and state 

SSI supplements, the ComrnissionerofSocial Security in carrying out the SSt program, 
and the st..~ktary of Housing and Urban Development and public housing agencies. 
would be rt:quircd t'O report to INS information regarding individuals who they know arc 
in the U.S. unlawfully. In addition. no state or local government would be allowed to 
prohibit any official within it'; jurisdiction from sending to or receiving from the fNS 
information regarding the immigralion status. lawful or unlawful, ofan alien in the U"S. 

I 
,I 

General Note: The 'Medicaid Block Grant created by the Reconciliation bill would allow states 
broadJlatitude in ch60sing which services to provide (including emergency Medicajd) ahd which 
persons to cover (including legal immigrants). lbus, while the Reconciliation bill provides an 

• 
additional $3.5 billion for the provision ofemergeney Medicaid to illegal aliens as an incentive 
to certain states to p~ovide that coverage. the interaction of the block grant provisions with the 
immigrant eligibility provisions ~ lcad to legal immigrants being denied both regular and 
emergency Medicaid, particularly those future immigrants who arc mandated inehgiblc for 

I, 
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• 
SJJMMARY OF FROvisIONS; CONFERENCE Ar.REEMOO pN WI'I.FARE REfORM continued 

regular Medicaid·for 5 years after their entry" This could lead to an acute fWlding crisis for most , 
public hospitals in communities with large numbers of immigrants, 

1 
NGA Modification: The Governors declined to take a positioo o.n the noncitizen 
pro.visio.ns in the conference agreement. In their February 20th testimony, tbe 
Governors suggested that members of Congress would soon be bearing directly 
from governors concerned about the issue. , 	 ' 

TITLE:tt, Redu~tirulS in FedeOlI Government Positions 

The Secretaries 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 refonn bill and the 
number required to administer the programs after the effective date. The Secretary of HHS is 
5pecifica!ly required to reduce the number offull-timc equivalent positions at HHS related to the 
AFDC program by 245 and tile nwnber of managerial positions by 60. 

I 

TITLE VIl;.. chiid Protection Block Grant Program and Foster Care and Adoption 
rusl:ilanJ:.<; 

• 	 Foster Care and Adoption Assistance Maintenance Payments: The conference 
agreement would retain cUlTCnt law for title IV-E foster care and adoption assistance 
maintenance payments. continuing them as an open-ended entitlement for ~liglble• 

. 

children, Under current law the federal government provides' a portion o{the room and 
board costs. for each eligible child in foster care or in a subsidized adoption, Eligibility is 
derived from (1) the child's placement in foster care or in a subsidized adoption and (2) 
from the income of the family from which the child was removed. 

• 	 Child Protection Block Grant: The agreement would establish a block grant that 
combines (l) thc Qpcn·ended entitlement for title IV-E foster care and adoption assistance 
chiid placement services, adn:l~nistration and training, (2) the capped entitlement for the 
title IV-B Part 2 Famiiy Preservation and Family Support Program. (3) the capped 
entitlement 'for Independent Living services and (4) discretionary funding for the title IV
13 Part I Child Welfare Services- ProgI'"dJU. This black gntnt mcludes both mandatory 
funding and a discretionary component and would be distributed to states according to a 
fonllula based on states' past funding under the programs being combined. 

In order to be eligible to receive funds, each state must submit a description of its child 
protcction program and must make a series ofcertifications to the Secretary of HHS. 
These certiqcations include that the state has a chUd abuse reporting law; that a series of 
procedures are in place for receiving, investigating. and following through on child abuse " 

• 
and neglect rcports, thaI reasonable efforts will be made to address families' problems 
before chHdrcn arc placed in foster care, and that the statc has an independent living 
program. One of the certifications each state must make is that it is operating its 

i 
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• 
SUMMARY OF PRO¥ISIONS; CQ::4pEREl'4CE AGREEMENT ON WELfARE REfORM - continued 

statewide information system. case review system, and preplaccment preventlon 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, except that states could 
choose to continue operating under current law unt1l June 30, 1996. 

• 	 Child Protections: Language regarding child protcctions~ now contained in sections 
422 and 427 of the Social Security Act, would be maintained, although two cwrent-law 
protections would be ehminated: the requirement that children must be placed in licensed , 
foster homes. and the requirement for fair hearings. There does not appear to be a 
mechanism through which the protections could be enforced, however. The Secretary 
would not have the authority to review individual children's records to determine whether 
tbe sta(e has complied with protections. nor would she have the authority to review the 
substance behind state certifications ~ i.e. a state may certify it has procedures in place. 
but there is no authority to veritY that those procedures have been followed. or to take 
action if thcly have not 

,I 

• 
• Foster 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 local agencies are operating their child protection systems jn accordance with , 
their state plan and with their stated child proteCtion standards. These review panels are 
required to make their findings public, but have nO enforcement authority to address 
inadequacies. 

I 
• 	 Hlock Grant for Child and Family Services: The bill would amend the Child Abuse 

Prevention apd Treatment Act (CAPTA) to create a Child and Family Services Block 
Grant. This block grant to States would replace both titles of CAPTA (including the 
Basic State Grant program and the Community-Based Family Resource Program), the 
Adoption Opportunities Act, the Abandoned Infants Assistance Act, the Temporary Child 
Care and Crisis Nurseries program and the McKinney Act Family Support Centers , , 
Program, A ~ma11 portion of funds would he reserved to support Federal research, 
demonstration, training and information dissemination activities. 

1 

Under the Child and Family Service Block Grant, all of the funds except those reserved 
for research, demonstration, training and information dissemination, would go in a single 
biock grant'to state agencies. Currently. these funds go to a range ofiocaJ, State and 
community-b'ased organizations, 

r 
Funds under the Chihl and FamJly Services Block Grant could be used by State:; to: , , 
improve chilq protective services systems; support the development and operation of 

• 
community~based farnily resource and support programs; facilitate the elimination of 
barriers to adoption; prevent the abandonment of infants and respond to the needs of 
children who arc drug exposed or inflicted with AIDS~ carry out any other activities as 
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the Secretary determines are consistent with the ACL To be eligible to receive funds, a 
State must submit to HHS a plan every three years that has the same elements 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 1996. and such sums as necessary for fiscal 
years 1997-2002. For a comparison to actual appropriations levels, the FY 1995 
appropriations for the programs combined into the block grant amount to $117 million, 
while the ljouse FY !996 appropriatIons bill now pending in Congress would provide 
approximately $71 million. From the amount appropriated, J percent would be reserved 
to provide grunts and contracts to Indian tribes and Tribal Organizations. Twelve (12) 
percent would be available to support discretionary activities, with 40 percent of this 
amount targeted to demonstration grants. . 

• 	 nata Collection and Repurting: Current s.tatutory IMguage authorizing the Secretary to
•collect data' is repealed. Instead, the statute specifies a list ofcase-level data elements that 
•States would be required to submit biannuaHy (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 for States to collect the data from samples. Some 
provision is'made for the collection of additional infonnation required by the Secretary 

• 
and agreed ~o by the majority of {hI! States and for ensuring a smooth transition from 
current data ,collection under the National Child Abuse and Neglect Data System 
(NCANDS) and.the Adoption and Foster Care Analysis and Reporting System 
(AFCARS).! 

• 	 Discretionary Activities: Funded through a 12 percent set aside in the Child and Family 
Services Block Grant, the bill would authQrize the Secretary to award grants and contracts 
to conduct research, demonstration projects, training programs and to operate a 
clearinghouse on child abuse and neglect. Pennissible demonstration projects include 
~Idoption opp'ortunities projects and f.1.ffiHy resource programs, Under likely 
appropriations scenarios, the funds. available for all discretionary activities would be 
approximatci'y $8 million. of which $3 million would be targeted 10 demonstration 
projects. By comparison, current discretionary spending totals approximately $61 million 
under the legislative authorities combined Into this block grant. 

.. 	 National Random SampJe Study of Child Welfare; This Department is required to 
conduct tnis specific study, for which $6 million per year in mandatory funding is 
provided, La~guage de?cribing the study is the same as was included in the House bill. 

• 	 Interethriic Adoption: As in the House bill, the Metzenbaum l\;1ultjethnic Placement Act 
IS repealed and reformulated, These provisions prohibit states from denying or delaying 

• 
foster care ()r adoptive placements on the basis of race, color, or national origin. 
Rcplaccmcm J,anguage eliminates provisions in the current law that (I) allow states to 
cunsider the "the cultural. ethnic, or racial background of (he child and the capacity of, 
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• 
SI!MMARX Of PSQYISIQ;'4S; CONF£RENCE AG8£cMCNI 0." WEI.FARE REFORM - continued 

the prospective foster or adoptive parents to meet the needs ofa child of this background 
as one of a number of factors used to determine the best interests of a child," and (2) that 
require st~tes to make diligent efforts to recruit adoptive families that reflect the diversity 
of children needing adoptive families. The penalty for noncompliance with the, 	 . 
reformulated provision is 100,4 orthe Child and Faroi)y Services block grant to the state. 

• 	 Additional Reauthorizations: The bit! would reauthorize the Family Violence 
Preventio~ 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 in the Victims ofChild Abuse Act, is extended, 

NGA Modification: Would maintain (he open-ended entitlement for foster care and 
adoption assistance administration and training. as well as maint(:nance payments. 
\Vould allow a State to receive foster care, adoption assistance and independent 
Jiving funding as a block grant (mandatory funding) adjusted based on tbe average 
national caseload growth rate. States would be able to transfer any amount from 
this capped entitlement into the child protection block grant for activities such as 
early intervention, thild abuse prevention nnd family preservation. States clcding 
the block grant would be required to maintain current law protections and 
standards' and to maintain fiscal effort at tbe level of the year prior to election fif the 

• 
 block grant option. 

, 

NGA Modification: Would tf1!ate a Child Protection Block Grant (mal;ldatory 
funding) from the remaining child welfare, family presen'ation and child abuse 
prevention and treatment programs {including CAPTA). States would be required 
to maintain current law protections and standards under the block grant. 

rrn,E YlIl; Child Ca[~ 

• 	 Block Granting HHS Cbild Care I)rograms: The three child care progrdIIlS authorized 
under Title:IV -A of the Social Security Act would be repealed. These are: I) 
ArDe/JOBS ChUd Care program, an entitlement program which guarantees child care 
assistance to AFDC families who arc working or in training; 2) Transitional Child Care 
program, aq entitlement program which guarantees child care assistance for up to 12 
months to AfDC recipients who cam their way ofT the welfare roUs; and 3) At-Risk 
Child Care program. a capped entitlement which provides child care assistance to 
fmnilies at risk of becoming welfare dependent. 

, 
• 	 Funding: Under the Child Care and Development Amendments of 1995, from FY 1997 

through 20Q2. $6 billion ii' discretionary fUl)dit;-g·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-risk for welfare dependency. 

t6 



I . 

I 


S1!MMARY or PROVISIONS; CONFERENCE .!\QRUEMM ON WElfARE REFORM ~~ continued 

Discretion'ary funding of $1 billion pcr year for six years would be allocated based on• CCDBG [onnula. Each state would also receive the amount of funds it received for child 
care under;all the child care entitlement progl".mts currently under Title IV of the Social 
Security Act (AFDC Child Care, Transitional Child Care and At-Risk Child Care) in the 
1994 fiscai year, or lhe average amount of funds received for these programs from FY 
1992*FY 1994, whichever is greater. The programs combined provided approximately 
$990 million in mandatory child care funding for the states. The mandatory funds 
~emaining <?iter 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% ofstine effort and provide matching funds in the amount of the FY 1994 state, 
Medicaid rate to receive these additional funds.,. 
NGA Modification: Would provide an additional $4 billion in child care funding 
(for a total i.ncrease of S5.9 billion over 6 years); States would not be required to put 
up u State match or maintain their FY 1994 level of cbild care spending in order to 
access the ~dditional $4 billion. 

I 

• 
• The health kd safety protections and specific consttrrlcr educ~tion to parents on licensing, 

and complaint procedures in CCDSO are eliminated. The targetl?d quality set·aside is 
reduced to 3 percent of toutl funds available and the tribal set~aside is reduced to 1 
percent of the totat 

• 	 The conference agreement eHminatcs the flexibility that the Senate amendment would 
provide to s~tes to help parents with young children meet the work participation. It 
would eliminate the state option to exempts parents with children under one from 
working j and the option to allow parents with children Wlder six to work parHimc. 

• 	 I 
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Talking Points 

NGA Resolution on WeUare Reform 


February 6, 1996 


As the President said in his speech to the NGA this morning, real welfare r.fonn must 
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 refonn, and must be improved. 

The Adminbration is pleased With the NGNs 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 child~n'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 
immigrants. 

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

Child Care -- The NGA resolution calls for adding $4 billion for child care to the 
conference report, which is $5 billion more than the Senate bill. Senator Dole acknowledged the 
need for more child care money in his speech to the NGA this morning. lhe Administration 
believes, however, that states should match this additional child care funding, and maintain 
current quality standards. 

Contingency Fund -- The NGA called for doubling the contingency fund to $2 billion, 
and providing i1ll additional trigger based on Food Stamps population. The Administration has 
made additional suggestions to stl1?'l.)gthen the countercyclical mechanism ofthis provision. 

I'erfob~ance Bonus -~ TIle NGA endorsed additional funding for 11 5% perfonnance 
bonus to reward states that meet the work requirements - a key provision that the President has 
long championed and th.t was a centerpiece of the Daschle-Breaux-Mikulski bill. This is a 
significant improvement over both the conference report and the Senate bill. 

Equal Treatment ~- The NGA resolution 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. , 

58! Disabled Child ... n -- The NGA resolution adopts the SSt children provisions of the 
Senate bill, but moves: back the effective date a year. to 1998., , 



• The NGA resolution recommends other important changes that are similar to the Senate 
bill: 

Work Requirements - The NGA resolution adopts work requirements and state 
flexibility similar to the Senate bilt, which will somewhat reduce stale costs ofrunning work , 
programs. 

i 
Hardship Exemption -- The NGA resolution endorses the 20% hardship exemption in 

the Senate bill for recipients who reach the five-year limit. The conference report had reduced 
this provision to t 5%. 

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

• 
Ovcra~1 Savings ~- The NGA resolution cuts more deeply into Food Stamps than the 

Administration's balanced budget plan -- at levels deeper than the Senate bill. Because the NGA 
resolution caH~ for additional spending en chUd care, the contingency fund, and the perfonnance 
bonus, its overall net savings are sligh!ly below the Senate bill but stilLconsiderably higher than 
the Administr~tion's balanced budget plan. 

I 

The Administration continues to have serious reservatiOtlS about some other provisions in 
the NGA resolution: 

Child Welf.re -- The Administration has strongly opposed block granting child welfare. 
The Senate biii maintained current law in tbis 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 
to block gruni Food Stamps and the arbitrary cutoff of able-bodied childless adults. , 


, 

School Lunch •• The Administration has strongly opposed black granting the school 

lunch program. The NGA resolution would maintain the entitlement for children, but block 
grant adrninjs~rntive costs, 

Maintenance-of-Effort -- The NGA resolution is silent On the issue ofmalntenance-of
effort. The Administration strongly favors the Senate provision of 80'% maintenance-of--effort. 
rather than the 75% requirement in the conference report. In addition, the Administration 
opposes the Conference provisions that enable states to transfer funds out of the block grant for 

• other purpos9S' 

lmmigrants -- Tne NGA resolution is silent on the question of benefits for legal 
immigrants. rfhe Administration's balanced budget plan requires deeming until dtlzenship. The

i . 



". Administration strongly opposes the level of immigrant cuts in the conference report and the 
Senate bil1. 

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 
bill maintains this link between welfare IUld medicaid, but the Conference report broke it. 

I 
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• 
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February 7, 1996 [ 

Policy Concerns in NGA's Modifications: (0 the• 	
I 

Conference Agreement on lI.R. 4 

I 
Child Protcdion ; 
i. 	 The bill allows. states the option to block grant foster care, adoption assistance, and independent 

living assistance. ihis provision was not included in the Senate bill. , , 

I 
2, 	 Eligibility 'for federal matching funds for foster care and adoption assistance maintenance payments 

is based <}n pre-welfare refonn AFDC criteria which is likely to be burdensome to states unless 
additionaHlexibility is provided. ' . 

i 

I 

• 2, TIle bill provides states an option to replace the Food Stamp Program with a block grant: ifthe state 
has fully i\Uplemcntcd an Electronic Benefit Transfer (EST) system, has a payment error rate less 
than 6 percent, or pays the federal government the difference between their error rate and 6 percent. 
Many states may initially take the block grant, but then switch back to the current structure when 
it is benef}cial to them. 

i 
3. 	 The bill places severe time limits on food stamp recipients aged 1 g~50 without children ~~ without 

requiring states to provide sufficient work and training opportu~ities.
i,

Transfers J. 
I. 	 The modtfications maintain tho provision toat allows states to transfer 30 percent of their 'fANF 

dollars to the SSBG, the CCDS.G. and the child protection block grant. 
I 	 ' , 

C<tntingeney Fund and Other Funding Issues 
1. 	 The level of the base block grant is not adjusted for inflation or changes in need due to economic 

or demog~aphic conditions. 

2. 	 The bill p~ovides no contingency funds for the fiscal years after 2001. 

}, 	 Th~ conti~gency fund is set at too low a levcl-~$2 billion over five years. By contrast, during the 
last recession, benefit payments rose from $17.2 billion in 1989 to $21.9 biHioo in 1992 ~- pr $4.7 
billion ov~r 3 years, The provision in the Senate bill, which required states to maintain 100 percent 

• 
of then 1?94 state funding levels for income support, work, and child care in order to qualify for 
contingency, fund, is eliminated. 

I 	 ,. 



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

5. 	 The food stamp trigg'::f is set il( too high a level. 

6, 	 Loans from the loan fund mU!it be repaid with interest within three years, making them of limited 
use to states -eKperiendng recessions, 

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

Maintenance of Effort 
1. 	 The maintenan~ ofeffort standard is set at 75 percent, as opposed to 80 percent in the Senate bill 

and 90 percent in the Breaux amendment supported by the Administration. 

2, 	 States can count toward the maintenan<:e of effoft requirement any spending under the program 
reasonably calculated to accomplish the purposes of part A of the Social So;urity Act (as amended); 
thIs Janguage is much too broad, States can also count spending on child welfare, juvenile justice, 
and other sources if they previously have been drawing down SA funds for such services. 

Child C:lrc 
I. 	 The bill repeals all federal requirements for states 10 establish bealth and safety regulations. 

• 2. The bill reduces tbe quality sct~aside to 3 percent. 

3. TI1C bill p'rovides no ehild care guarantees to wdividuals who are participating in work or training 
programs or those who have left welfarc for work. , 

4, 	 II is not hlear whether States would be required to maintain their FY 1994 level of child care 
spending 'in order to qualify for funding from Ihe new $4 hillion pool ofFeder.::I funding. 

Cash Assistance ,Eligibility 

!. The bill exnlicitly ends the individual entitlement 10 assistance. 


2. 	 The bill Jxplicitly gives states the authority to treat recent arrivals from another state differently 
from other residents, which raises both constitutional and equity questions. 

3, 	 States are prohibited from disregarding SSt or foster care payments in detennining cash assistance 
eligibility or benefit level, which could force a ramily to usc part of a child's SSI payment to mel'l 
the needs ofother family members, 


, 

Prohibitions I 
I. 	 The bill establishes a five-year time limit on cash assistance with no required exemptions. 

I 
. I 

2. 	 Receipt ofnoncash assistance (inchiding child carel would count toward the five~year time limit. 

3. 	 The bill ~lIows States to dcny as;:;istancc (hoth cash and noncash) to ~inor mothers and their 
chlldren. , • 	 .. 




• Work Program 
I The bill does not provide adcquilte resources for states to meet the work pal1icipation requirements < 

as currently defined. 
, 

2. 	 The bill contains a provision that allows states to reduce their participation rate by lowering their 
caseload bClow 1995 levels. 

3" 	 The panicipntion rates for two· parent households contained in the bill are unrealistically high. 

4. 	 The bill docs oot aHow education for teen parents enroUed in high school to count towards the 
participati~n requirement. 

Perrormaoee Bonus 
1. 	 Whiie providing a 5 percent increase in the a stnte's block grant when performance standards are 

exceeded, the performance measures in the proposal contain no mechanisms to "level tbe playing 
field" -- that is., adjust fOf differences in demographic and economic conditions across states. This 
means states will be rewarded for having a good ecOnomy - rather than operating an effective work 
program. 

2. 	 Some of the measures reward states for undesirable outcomes -- such as cutting recipients offfhe 
rolls. : 

, 
IIlegitima~y Bonus 
I. 	 The bill mainrnins the provisions for the illegitimacy bonus, • 	

. 

• 
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• SUMMARY OF PROVISIONS 
President's Budget - Welfare Reform Subtitles 

S.!!ptitlc A: T~!l1Porary Employment Assistance (TEAl 

• 	 Ovcrnll Structure of Program: AFDC and JOBS would be eliminated and replaced 
with the Temporary Employment Assistance (TEA) and Work First programs. The 
TEA program would be an uncapped entitlement to provide cash benefits to eligible 
famili';' with needy children (as defined by the State). The Work First block grant 
would be a capped entitlement to cover the cost of administering the cash benefit 
program, delivering emergency assistance and providing job placement, job training 
and other employment services to TEA recipients, In other words, AFDC 
administration, JOBS and Emergency Assistance would be consolidated into the Work 
First block grant. The definition of emergency assistance would be identical to that 
under current law except t11at benefits and services to children in the juvenile justice 
system; would be expliCitly excluded. 

• 
• Fcdcr~J Funding: States would be reimbursed for spending on cash benefits under 

TEA at the Federal Medical Assi~tanec Percentage (FMAP, or Medicaid match rate), 
without limitation. • 

• 	 Individual Entitlement: A family with one or more children defined as nccdy by the 
State (or, at State option, a pregnant woman) would be eligible for cash assistance 
under the TEA program. All individuals ""shing to apply would be guaranteed the 
opportunity to do so, and the State would be required to provide assistance to eligible 
applicants with rear.::onablc promptness. 

• 	 State Plan: A State would be required to submit to the Secretary of Health and 
Human Services: a pian for its Temporary Employment Assistance program. If not 
rcje<:ted within 120 days, the plan would be considered approved. The program would 
have to serve all areas of the State, allhough it would not have to be administered 
uniformly throughout A State would he required t6 designate a single State a.gency to 
administer the plan. 

• 	 );~ligibility CriterialBenefit Determination: States would have almost complete 
discretion with respect to eligibliity criteria, benefit levels, treatment of income and 
resoufc.es 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 to a fair hearing if an application for 
assistance was denled or not acted upon with reasonable promptness. , 

."• 
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• SUMMARY OF PROVISIONS: WELFARE REFORM SUBTlTl.ES 

• Otber 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 (eSE) program, a Title IV-B child welfare program 
and Title JV~E foster care and adoption assistance programs. The agency 
administering the TEA program would be required to refer paternity establishment and 
child support cases to the CSE program within 10 days of the application for cash 
assistance. 

• 	 Two-Pa1rent Families: A State wouJd in general be required to treat two-parent and 
onc~parent families equally with respect to eligibHity for assistance. A State would, 
however. be permitted to impose special eligibility restrictions on two~parent families, 
to the extent these limitations were no stricter than those in effect in the State in FY 
1995. 

','''''' 
• 	 Penalty for States: If a State failed to comply with a required provision of the State 

plan, the Secretary of HH3 would withhold Federal payments for the State's TEA 
program (or, at the Secretary's discretion, payment'i for the relevant category or 
categories of the program) until the failure to comply ceased. 

• • Time Limits: A family with an adult recipient would be eligible for a maximum of 
60 months ( cumulative) of aid under the plan. Exemptions would he granted for 
families 'which (1) lived in areas with an unemployment rate greater than 8 percent; (2) 
at the option of the State, had an individual who was working 20 hours per week (or 
more, again at State oplion); (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 exempt from the work requirement (see Subtitle C provisions below); or (5) had 

•
no adult recipient In addition. a State would be permitted to exempt an additional 15 
percent of the caseload for hardship circwnstances other than those specified. A State 
would 	b~ permitted, in lieu of granting exemptions under (I) 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 Vi?ucher: 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? third parties for shelter, goods and other services for the children, 

, 	 . 

• 	 Family Cap: States would have the option to implement a family cap, wliich would 
apply to children conceived and born whi!e the parent was on assistance. Children 

• denied cash assistance due to- a family cap would remain eligible for Medicaid and the 

2 

http:SUBTlTl.ES


• SUMMARY OF PROVISIONS: WELFARE RE~'ORM SUBTITLES 


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

services for the excluded child, 

• 	 PersonaJ Responsibility Agreement: A parent would be required to enter into a 
Persollal Responsibility Agreement within 30 days (90 days at State oplion) 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 option). 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 Of her obligations. 
Activities ceq'tired as part of the Agreement could include participating in the Work 
First program, keeping children in school, ensuring that children's immunizations were 
tiTHO-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 
Agrcem~nt to assign any support rights to the State and to cooperate with the State in 
establishing paternity (if applicable) and collecting support. 

The Agr'cemcnt would also specify the services to be provided by the State to enable 
the individual to find and retain private sector cmployment. 

• 	
I 

• 	 Job Search: Recipients who were not working full-time in unsuhsidi7.cd jobs would 
be required, under the Personal Responsibility Agreement, to engage in job search a'): a 
condition of eligibility.

I 

• 	 General, Work Requirements! The State would be required to enroH in work aduJt 
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. pJace in the Work 
First program nonexempt recipients who had not found work within one year of 
signing a Personal Responsibility Agreement. These general requirements are separate 
from the work partiCipation rales in Subtitle C (described below} 

• 	 Penalties for Recipients: An unemployed recipient refusing to look for work would 
not be e~igible for assistance, in the CaSe of the first refusal. until the individual began 
to look for work and, in the case 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 otTcr would not be etigibJe tor assistance 
until the. individual accepted a job, in the case of a first refusal and, in the case of a 
second ~r subsequent refusal, the later of 6 months or the date the individual began 
work. 

A State -Would detennine the sanctions for failing to comply with a Parent 

• 
Empowerment COntract (e.g., failing to participate in a required activity), with the 
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• SUMMARY OF PROVISIONS: WELFARE REFORM SUBTITLES 
, , 

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

• 	 Optional Diversion Program: 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 divert 
such families from the temporary assistance program. This lump sum would be in lieu 
of mont~ly benefits~~a family receiving such a payment would in general not be 
eligible for ca'ih assistance during the period for which the lump sum payment was 

made, i 
• 	 Restrictions on Eligibility: Persons receiving SSI or old~age assistance and children 

for whom foster care or adoption af)sistance payments were made would be ineligible 
for assistance under the TEA program. Their income and resources would in general 
be disregarded in determining the eligibility 'of a family applying for assistance. 
Persons: convicted of benefit fraud, fugitive felons and parole/probation violators would 
also he ineligible for assistance. ~ 

I 

• 

• Quam>; Assurance: A quality assurance system would be developed by the Secretary, 


in consultation with the States and other interested parties, which would determine the 

amount'of disallowances (if any) to be repaid due to erroneous payments by the State. 

The system would include measures of program outcomes related to self-sufficiency. 


• 	 State Reporting Rcquircmcnts~ States would be required to submit a quarterly report 
to HHSI containing data on the number and characteristics of cash assistance applicants 
and rec~pienl<; (e.g.. marital status, educational attainment. work experience, amount of 
assistance and reason for any reduction in such amount~ participation in other Federal 
and State programs for low-income persons, consecutive 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 tne amount of child support collected. 

• 	 Annual Report to Congress: The Secretary would oe required to submit an annual 
report to Congress describing State TEA programs, 

• 	 Research, Demonstration and E\'aluations: Point one nine percent (.19%) of total 
TEA funding would be set aside for research, demonstrations and evalUations. 

• 	 Puerto Rico: The cap on payments to the Virgin Islands under Section 1108 of the 
Social Security Act (applying to ca"h assistance. foster care and adoption assistance, 
Supplemental Security Income and other programs) would he increased from $2.8 
million to $3.5 ~iIlion, white the cap for Guam would be increased from $3.& million 
to $4.75 millien. The caps would be adjusted for inflation using the Consumer Price 

• 
Index. 
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• SUMMARY Of' PROVISIONS: WELFARE REFORM SUBTITLES 


• Effecti~c Datc~ The effective date for the legislation would in general be October 1, 

1996.• 

Subtitle B -- Make Work Pay 

• 	 Transitional Medicaid Benefits: Make permanent the provision that extends 
Medicaid eligibility for 12 months to persons who leave AFOC due to employment. 
Under c:urrent law this provision would expire September 30, 1998. 

• 	 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. 

• 	 Ad"ancc EITC Payment Demonstrations:' Allow the Secretary of the Treasury to 
designate up to 4 states to establish demonstrations where a state agency would 
administer advance payment of the EITe. 

• 
• Consolidated Child Care Development Block Grant: Thi5 bill would integrate the 

existing welfare related child care p:.ograms 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, An additional $1 t,7 billion in entitlement matching funds to States would be 
authorized. 

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

The State quality set aside would be maintained at 10 percent; and the Secretary wouJd 
be required to establish a quality improvement initiative that would make additional 
funds ~vailablc t~ States for. innovative teacher training programs, enhanced child care 
quality standards and enhanced licensing and monitoring procedures. Tribal grantees 
wou1d he assured of 3 percent of the block. grant funds, 

I 

Subtitle C Work First 

• 	 Work Program: States would be required to operate a Work First Program and either 
a workfare or job placement voucher program. lndividuals would be required to work 
after receiving assistance for two years.

; 

• 	 Funding for the \Vork Program: The work program would be funded as a capped 

• 
entitlement. Work program dollars CQuid also be used for administrative expenditures, 
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• SUMMARY OF fROVISIONS: W£LFARE REFORM SUBTITLES 

expenditures that are currently covered by the EA prograrn~ or child care programs 
established by the bill. The match r.le would be 60 percent or FMAP, whichever is 
higher. IThe amount of federal dollars available for the work program would be set at: 
$2.9 billion in FY 1997; $2.95 billion in FY 1998; $3.1 billion in FY 1999; $3.35 
billion for FY 2000; .3.7 billion in FY 2001; and $3.75 billion in FY 2Q02 and each 
SUbSequtnt year (adjusted tor inflation). 

• • 	 \Vork ~equirements: There is one participation rate for aU families. These monthly 
rates are: 
FY 1997: 30% 
FY 1998: · 35% 
FY 1999: 40% 

•
FY 2000: 45% 

FY 2001+: 50% 


Indivld~lS in the Work rirst, workfare, Or job placement voucher program would 
count to:.vards the participation requirement Individuals who leave welfare for work 
for 6 months and those undergoing a sanction would also count toward the work 
requirement Individuals would be required to participate at lea.st 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. 

• 	 Exemptions from the Work Program: States may exempt from their work program 
recipients who are: ill, incapacitated, or of advanced age~ responsible for a child under 
the age 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 month5~ pregnant 
in the third trimester; caring for a family member who is ill or incapacitated; or has a 
dernons~ated inability (as deter~ined by the state) to obtain child care. 

,, 
• 

• 

• Work 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 modeJ used in Riverside~ CA)~ 
use of placement firms, temporary subsidized job creation, microenterprise. and work 
supplementation. In the \\'orkfare program. states would be required to provide 
comm~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 
supplern¢ntation, and the use of the placement companies. A minimum of 5 hours per 
week would be requ:red in job search. An indIvidual could receive no more than 3 
community service jobs under the program, A job placement voucher program wouJd 
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• SUMMARY 010", PROVISIONS: WELFARE REFORM SUBTITLES 

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 ,
pcrfonnance bonuses to states (bonuses would not be funded by work program 
dollars). The Secretary, in consultation with states and other interested parties, would 
be required fO develop a system of performance measures and bonuses that rewards 
states that operate effective work programs. 

-.:,.... Subtitle J) -- Family Responsibility and Improved Child Support Enforcement , 

• 	 Paternity Establishment: Welfare recipients must cooperate with paternity 
establishment efforts 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 
disbursement of support payments within each state would also be centralized. • 	

, 

I 
I 	 .• 	 Interstate 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: (I) the suspension 
of occupational, professional, and driver's licenses; (2) expanded use of liens; (3) the 
voiding ~f fraudulent transfers; (4) denying passports; and (5) international child 
support enforcement. 

I 
• 	 ColicetiJns to Families: For families who have left welfare, child support collections 

would be distributed to t~e family first, instead of the slate. 

Subtitle E -- Teen Preenancy and Family Stability 

I
• 	 Minors Must Live at Horrle: Minar,parents would be required to live in an adult 

supervised environment as a condition of receiving temporary employment ass!stance. 

• 
The benefits (where possible) on behalf of the minor parent and child would be 

, 
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SUMMARV OF;PaOVISIONS: WELfARE REFORM SUBTITLES 

providea to the adult providing supervision. The State agency would assist the minor 
parent in obtaining an adult supervised Ilving arrangement. If the State agency 
determines that there is no appropriate environment available or that the physical or 
emotional hea1th of the millor parent or child would be jeopardized by living in the 
available environment, the State may waive the requirement and provide 
comprelf.ensive case management, monitoring and other neces.<;ary social services. 

! 
• 	 National, Clearinghouse; The Secretary of Health and Human Services would 

establish A National Clearingbouse on Adolescent Pregnancy. This clearinghouse 
would serve as a national information and data clearinghouse, as a training, technical 
assistance and material development source for adolescent pregnancy prevention 
programs including. but not limited to. abstinence programs. 

, 

• 	 Options for Minors Scbool Attendance: Minor parents (or parent under 19 at the 
option of the State) would be required to participate in educational or training 
activities. States would have the option to provide additional incentives and penalties 
to encoJragc teen parents to complete high school and participate in parenting... ,
aCtiVitIeS, 

• 
Subtitle F •• SSI 

• 	 l)rug Addicts and Alcoholics: No future SSI applicants would be eJigiblc for 
benefits jf an addiction would be material to the finding of disability. Current 
recipients with such an addiction would retain benefits through calendar year 1996, 
after which both SSI and fo.,1edicaid ~'ould be tenninated. The Social Security 
Administration would be required to notify within 90 days after enactment those 
recipients 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 Substance Abuse Prevention and Treatment Block 
Grant. \

I 
Subtitle G -~ Food Assistance 

• 	 Maintains tbe Nutritional Safety Net: The national nutrition safety net for the Food 
Stamp Program and Child Nutrition programs would be maintained, entlbling them to 
respond to the changing circumstances of families and children they serve . . ,, 

• 	 Food St~mp Program: Bencfit~ would continue to be indexed for inflation. All 
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 eact year unless: they 
work 20 hours a week or participated in workfare or training, atthough eligibility 

• would continue if a Slate fails to supply a training or workfare slot ;-{ew integrity 
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• SUMMARY OF PROVIS10NS: WELFAR..: REFORM SUBTITLES 


measl1r~s crack down on fraudulent food stamp trafficking and reduce program waste. 

, 

.. 	 Child Nutrition: Food subsidies fot 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, 
8SI, and Food Stamp Program would be extended through the date (if any) on which 
an alien'becomes a citizen of the U, S. Exceptions to this extension would occur if 
the aHeri was: age 75 or over with five years residence, a veteran or on active duty in 
the U.S. Armed Forces (or is the spouse or child of such individuals), is the subject of 
domestic violence by a famHy member, or has paid Social Security or income taxes in 

., 20 different calendar quarters (or whose parent of spouse had paid taxes) . 

• 
• Sponsors: 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 
years after an alien last receives any ca~h benefit. A sponsor's liability would be 
eliminated if the immigrant becomes J. citizen, veteran (or spouse or child), or has paid 
Sodal Security taxes in 20 different quarters. After enactment, all immediate relative, 
frunily~sponsored, and diversity immigrants would be required to submit affidavits of 
support as a condition of entry. 

• 	 Uniform Standard of Eligibility' Establishes a uniform standard of eligibility for 
aliens under the TEA, SSI, and tv1edicaid programs. 

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

• 	 Title XX: Annual funding for the title XX block grant would drop from $2Ji billion 
to $2.52 billion ovcr FY 1995> reducing state resources under this program by 10 , 
percent. 
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• 	 Summary afCanference Agreement on H.R. 4 
, 

Inadt.'i}uate Support for Needy Families 
• 	 By FY 2002, the conference agreement would result in approximately an 18 percent reduction ill 

total s~nding 011 t:.milics wilh children relative to current law. 
I 

;'\Iutritional Sufciy ~c~ Eroded 
.- The optional rood Stump block granl contained in the conference agreemont would weaken the 

nationa! nutrition >:11'ety nct lind eliminate the program's ability to respond 10 <;!conomic changes.,,, 
Child Protcctio'n and Adoption Programs Block Granted and Cut 
• 	 At a lime when GAO and other sources report that resources are failing to keep pace with the 

need;! of a national child protection system in crisis, the conference agreement would repeal a 
Ilumr.er'of child pmtccti{)11 guarunlecs for abused, neglected and abandoned children. and 
.children in need ofMioplion or foster care. and \Vould cstnblish a block grant for the states. 

Reduction for CbiJdr('n with Disabilities Reduced 
.. 	 The conferen.ce agreement would reduce benefits to a significant number of children by 

cSlablishing a two-tiered benefit Slructure. As a result. cuts (0 the SSt program for disabled 
children would be increased signiticnntly o\'er the Senate bill ~~ by more thun $3 billion over 
seven years, 

Reduction ill Resourc~s for Child Care and Safdy for Childr('n 

• 
• The conference agrecmeot would over seven years provide about $1 J billion less (according to 

HilS estimates and over $6 bitlion less according to CBO estimates) for child Cllfe services that 
arc required 10 meet the bill's work requirements and maintain current law levels ofchild care 
for low incom.: working families. It '.,.Onld also eliminate the child care health and safety 
protections contained in current law and retained in the Senale bilL 

Exemptiolls from.the Time Limit Reduced and More Children Denied Benefits 
.. Thc cQnfere:~r;e agreement would reduce the number ofrecipicnts that states may exempt from 

Ihe live year time limit from 20 pen.:clll in the Senate bill to 15 percent. 
, 

Maintellance ~f Effort Reduced j Leaving Less Mone)' for Mavin!! PC'oplc Off Wclfllrc 
.. 	 Compared to c\lrrcntlaw, stales \"Ould be allowed to reduce their spending for family support 

payments, child care. and child protection by a total of approximately $45 billion based on eGO 
estimates. 

Less Protection During "~conomjc Downturns 
• 	 The Administration and the NOA have consistently pointed out the inadeqaacies of the Senate 

contingency grant fund to rcspond 10 lhe changing demand for assistance within states, including 
natural,dis,,'lsters, ch:mges. in child pOverty, and demographic and population Changes. 

Reduced Bcnents for Legal hllmj~nmts. Hi~hcr Costs for Stutes 
• 	 Over I million fegal immigrants would he denied S.St Food Stamps. AFOe ill1d Medicaid under 

the conlcrencc agreement. more than under the Senate bill. 

• Puniti\'C Child Support PrOVisions 
.. StoIcs would nQ longer be required to 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. 
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• January 11. 1995' 

Policy Issues in the Conference Agreement on H.R. 4
I 
ITITLE I 

Contingency Fund 
Neither the conference agreement nor the Senate bill provides an adequate contingency fund. 
During the last recession. spending on AFDC benefit payments rOse from $17,2 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 ovcr seven years. the level in the Senate bilt, to S1,8 billion and that during 
national recessions states be pennitled to draw down matching dollars even if the fund were 
depieted.' The conference agreement. however. allocates only $1 billion over five years for the 
fund. on the grounds that Congress could replenish the fund in "times of severe economic 
distress." It 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. 

• 
• The Administration also recommended that states experiencing particuJarly severe economic 

conditions he pcrmttteil to draw down contingency dollars even if the fund were exhausted and 
there were no nationwide recession. The conferees expressed concern that such a provision 
would "reduce pressure on states to budget wisely and to reserve part of their block grant for 
times of economic di::>tress." The level of funding provided for work activities and child Gare 
in the conference agreement, however, is not adequate to meet the ambitious work,participation, 	 , 

rates established by the legislation. Consequently. il is unclear how many states will have 
unspent block grant funds to reserve for future years. The absence of adequate contingency 
fund dollars may well force States to drop families from the roll.. during recessions, when necd 
would be the greatest. • 

• 	 Finally. 'rieither the conference agreement nor the Senate bm makes contIngency fund dollars 
available to states 'Yhose unemployment rates rise and then remain high, Under both bins, the 
trigger for thc contingency fund is an unemploymcnt rate that is both high and rising, The 
Administration recommended use of a trigger based on a better measure of economic need 
among low·income families, such as the number of children receiving food starnps (provided 
that food stamps remained a unifonn natIonal program). The conference agreement does not 
address this recommendation. 

Maintenance of Effort" 
• 	 The maintenance of effort standard in the conference agreement is set al 75 percent. as opposed 

to 80 percent in the Senate bill, allowing states to reduce their spending on casb assistance. 
work activities and child care by an additional $5 billion over seven years. [0 addition, under 
the cQnference agreement, (he maintenance of effort standard can be further reduced by up to 8 
percentage points (down to 67 percent) for outStanding performance or improvement in 
perfonnancc in one or more of several categories. A state, especially one with Pi relatively high 
benefit level, CQuid improve its performan'ce in at least two and possibly three of the categories 

• 
simply by cuning the benefit leveL 

• 

• 	 Under bOlh the Senate bill and the conference agreement. states would be permincd to count 
tow;wJ the maiUlcmulcc of cffon rcq'lircmcnt ;my spending under the program rcasolllble 



• calculare4 to accomplish the purposes.of part A of (he Social Security Act (as amended), This 
language is. much too broad and wouid make tbe maintenance of effort provision rather difficult 
to enforce, The Administration recommended that the conferees drop this language, but it is 
retained i~\ the conference agreement. 

Transfers 
• 	 Unlike the Senate bill, tne conference bill allows srates to transfer up to 30 percent of the cash 

assistance block grant to the child care, child protection, or the Social Services Block Grant. This 
would en~ble states to further diminish the funds they dedicate to' the financial support of low~ 
income families. 

! 
Medicaid 
• 	 111e conference btu eliminates categorical Medicaid coverage for low-income families with children 

on cash assistance. The Senate b~:l preserves this entitlement 

.. 
l}rohibitions 
" 'file conference bill imposes II faroil:-- cap (with an optvout provision). The family cap is left to the 

discretion of {he state in the Senate bill. 

• 
" Hardship exemptions are limited to 15 percent of the cascload in the conference hili. as oppo~ 

to 20 percent in the Senate bill. To improve On the Senate hill. states should be given flexibility 
to exempt parents of disabled children on SSI from the time limit. and these exemptions should not 
be counted against the hardship exemption limie 

Work I'articipation Issues 
" The oonference bill does not provide adequate resources for states to meet the work participation 

requirements as defined in the agreement. The tonference 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 w~rk in the worK panicipati-on rate for six months and does not give states the 
opfion [0 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. 

• 	 The work' requirements in the Senate bill could, be improved by eliminating the provision which 
allows states to reduce their participation rate by lowering their caseload below 1995 levels. by 
reducing the unrealisticaUy high participation rate for AFDC·UP families, and by allowing teen * 

parents enrolled in high school to count toward {he participation requirement. 

Perfonnam;e Bonus L<iSUe5 
.. 'nle perfonnancc incentive in the conference agreement consists of a reduction in the maintenance 

of effort, rather than a bonus payment as the Senate bill did, 

" 	 The Senate bill could be improved by, n.)t ·rcwarding slates for undesirable outcomes .- such as 
cutting recipients off the rolls, 

•• 
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• TITLE II 

SS) for Children with Disabilities 


The Senate passed version would pay cash benefits fO all 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 thrce~founhs of the severely disabled children who meet the new definition of 
disability. This reduction would apply to aU disabled children except those who need personal 
assistance. The Administration is opposed to the conference agreement provision of a two~tiered 
benefit rate for children because such a provisioo would be punitive to some of our most vulnerable 
children. ,The low income parents of all these children experience special costs (e.g.. medicines. 
medical cituipmenr, home rehabilitation, special diets. physical therapy and special clothing) and 
reduced employment opponunities because of their respomihility for their children, and this reality 
needs to be reflected by legislation that does not create tiered benefit levels. 

I 
To improve on the Senate bill, we would recornrnend making the new definition of disability 
applicable on a prospective, rather than retrospective. basis (Le.• for new applicants only). In 
addition. (he effective date does not give SSA sufficient lead time to implement the law. 

I , 

. TITLE IV 

Immigrant EligibUity Issues 


• 
• The Conference bill makes most legal immigrants ineligible for SSI and food Stamps, e~'en 

$everely disabled children and adults, and elderly immigrants, who have never had a sponsor and 
have no other means of support. TIle bin makes most legal immigrants entering after the dale of 
enactment ineligibJe for most federal means~tested programs for 5 years after entry. even I.hose 
who have'nevcr had a sponsor and have no other means of support. and become severely disabled 
after entry. 

The Senate bin also makes most immigrants, including current recipients, ineligible for sst 
Immigl'3~IS are ineligible for mosl other needs-based assistance for 5 years after which sponsor 
deeming :would apply until 40 qualifying quarters of work had been done -- even after 
naturalization. Under the Senate bill, noncitizens would be eligible for some programs such as 
foster care and adoption assistance, child nutrition, and Head Start. 

Though generally tess severe than the Conference bill, the Senate bill would be improved jf 
strategies to tighten eligibility rules for non-citi7.ens focussed on requiring sponsors to bear greater 
responsibility for those immigmnts that they sponsor rather than denying aid broadly to most non~ 
citizens including those who have no other means of support. Furthemore, deeming of sponsors' 
income and resources should not be applicable after citizenship. 

• 	 The Confer~nce bill requires virtually every federal, state, and local benefit program to verify 
citizenship and alienage status of every applicant. including aU children under the school lunch 
program, WIC. Maternal and Child Health mock Grant. Social Service..;: Block. Head Start, and 
similar programs financed by states and localities. This changes tile fundamental nature of these 
nutrition and health programs. creates grearer future health and social costs., and imposes new 
administrative burdens. The Senate bill has no such provisions. 

• 	 -. 




, 
ITITLE \11 


Child Pr(tteetlon Issues 

• 	 The conference bill eliminates irnponam parts of foster care and adoption a5S1s:!ance entitlements• 	

, 

and abolishes several programs such as Family PreserVation and SuppOrt and independent Living, 
The Senate bin had retained eurrent taw for tllesc programs. TIle conference bill also cuts funding 
for child prolection services somewhaf. while the Senate bill had maintained current law funding 
levels, 

.. 	 The conference bill weakens current enforcement mechanisms for' child protections, while (be 
Senate bill maintained current enforcement abilities. 

.. 	 Under both the conference bill and the Senate bill, eligibility for federal matching funds for foster 
care and adoption assistance maintenancc payments is based on preMwetfare reform AFDC criteria, 
which is likely to be burdensome to stales. Additional flexibility to provide for alternative. less 
burdensome eligibility criteria would be preferable. 

I 	 . 

TITLE VIII 

• 
Child 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 year le:vel 
of chlld care resources is roughly the same in the conference agreement and the Senate bill. the 
conferen~ measure would require the Senate's additional $3 billion "in child care monies to be 
spread out over seven years rather than 5 years, However, the agreement would also require mOre 
recipient to work (by not counting "!eavers" in the participation rate) and to work: for an increased 
number of hours (by not allowing those with a child under six to work 20 hours per week). A.... 
a result, the conference agreement would provide about $6 billion less for chlld care (according 
(0 CDO) than is required to meet the bill's work requirements and maintain current 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 health and safety protections >contained in current law and 
maintained the Senate bill. It repeals legislation which requireo: state..~ to establish h ..~ lth and safety 
sUlndatds', .including prevention and control of infectious diseases, building and physical premises 
safety, and minimwn training requirements applicable to child care providers. In addition, the 
conference bill reduces the requirement for a minimum quality set~aside of 15 percent, as reflected 
in the Senate bill. to 3 percent. 

.. 	 The Senate bill would be improved by providing a child care guarantees to individuals who are 
participating in (he work program and transitioning from welfare~lo·work and by providing 
sufficient resources to states to meet these child care needs. 

TitleXX; I i 	 _ 
• 	 Under the conference agreement, atmual funding for the title XX block grant would drop from 

• 
$2.-8 billioo to $2.52 after FY 1996. recncing .'mlle resources for child care, child protection, 
11Ome~bJ.sed services, services to the disahled, and many others by 10 percent. 
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January 16, J99~ 

DIFFERENCES BElWEEN TIlE SENATE BIU AND• 	
, 

CONFERENCE AGREEMENT ON H.R. 4 

Underirable Changes mode 10 the Senate Bill in Conference 

Contingency and Population Growth Fund 
• 	 The populatio1l r:rowth Jund was reduced from $878 million ill the Senate bill /0 $800 

million in the conference hill. 

Maintmance of Effort 
• 	 The maintenance of effort standard in tire conference agreement is set at 75 percent, as 

opposed /0 80 percent ill the Senate hill. , , 	 ." ·r.'" 
• 	 Under the conference agreement, the maintena1lce of effort standard can be further reduced 

by up to 8 percentage points (down to 67 percent) for outstanding perfonnance or 
improvement in perfonnance in one or more of several categories. 

I
Transfers j, 

• 
• Unlike lhe Senate bill, the conference bill allows stales to tramJer up to 30 percent of the cash 

assista~ce block grant to the child care, child protection, or the Social Services Block Grant. 

Medicaid • 
• 	 The co)'ference bill e/iminates categorical Medicaid coverage for low-income families with 

children on cash assistance. The Senale bill preserves this entitlement. , 

Prohibitions 
• 	 The co~fere"ce bill imposes a family cap (with an opt-out prol/isioll). The family cap is left 

to the discretion of the state in the Senate bill. 

• 	 Hardship exemptiolls are limited to 15 percelll of the caseload in the conference bill, as opposed 
to 20 percellt hI the Senate bill. 

Work PartidpaJion Issues 
• 	 The cOllference bill requires more recipients to work than the Senate bill (a 60 percent,

increase), bu( 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 
provisioll were illcluded in the Senate bill. , 

Peiformance Bonus Issues 
• 	 The peffonnallce incentive ill the cOllference agreement elmsists of a reductioll in the 

maintellallce of effort, rather than a bonus payment as the Senate bill did. 

Program Audil i 
I 

J• 	
I 



• • n,t conference agreement only provides for a general fiscal mutil of how the states spend 
federal money, not a program-specific audit thai would ensure that states arc meeting the 
program.maJi.c requirements oj llle bill, as Ihe Senale bill required. 

, 
sst10' CIdl4nn with lJisobiIiIi<. 
• 	 The Senate paned version would pay cash benefits to 41/ children who meet the fleW dejilliJiolJ 

of dis~ility. The conference agreement, on Ihe other hand, would reduce cash benefiJs by 2S 
percent for as mtmy as three-ff)urths oj the severely disabled children who meet the new 
definition oj disability. Tltis reduction would apply to all disabled children except Ilw3e wJw 
need personal assistance. 

Immigrant liliJiibjlily lmus 	 . 
• 	 The Conference bilt makes most legal immigrants in the country (including those now on lhe 

rolls) ineligible lor SS! and ~-'ood Stamps, even sfl'uely disabled childr~n IUJd adults, and 
elderly immigrants, who have never had a spctnsor and haye nQ other means ()f support, The 
Senate bill makes m()S/ legal immi'grants ineligible for SSI (although they remain eligible for", ,; .. 
Food Stamps). 

Nu.lriiWn Assistance 

• 
• Tile conference agreement limits the amount that may be speflt on food stamps in each of the 

next seven years. The cap in each year ;s set exactly equal to CBO's current estimate of 
program costs through 2002, adjusted each year based on changes between actual and projected 
JOM prices and partic.iptItion. Program costs above Ihe cap WfJuld trigger (lCrOS$*the..JJoord 
benefit reductiolts above and beyond the deep cuts already taken in the bill. The Senale bill 
had rIO cap. 

I 
• 	 The conference agreement cut jood stamp benefits about $8 billion more over seven years 

(exdudillg provisiofi$ affecting immigrant); the Senate bill cui about $25 bilUon while the 
conJerence agreement cut nearly $3.1 billion. 

• 	 The conference agreement wcmld keep ~~ and freeze ~~ a limit on life maximum sl1eller 
deductiun, a provision a!!ecfI'llg mostly families with children facing high shelter costs, The 
Smale 'bill made no change la currenllaw. 

• 	 The conferellce agreement itrrposes a r':ghter time limit (no nwre thnn 4 mon1hs in 12) on 
unemployed adulls without children; the Senate bill limit was 6 months in 12. 

• 	 The cf)1lferenct agreement weakens notionai nutrition standards jor school nu1rill'Qn programs, 
jeopardizing 1he 'ong-ttnn heal1h ojAmerica's children, The Senate bill did nat. 

I 
• 	 The conference bill authorizes optional dcnwnslrations that unr(lvel the child llutrili(1TJ slifety 

!let m,d that affect up to 4{) percetU of all school children, The block grant dctlWnstrotWlls 
Ultderdrillc the programs' ability I(J cllsure meals Jor all eligible children, to respond 
autamarical(v to economic clumgcs and to mainta;,t lta/ianal standards for eligibility and 
nutriti<m. TIM Senall! bill did /l01 contain these provisions. , 

• • Reimbursement rates in family d"y care homes alUt for summerJood service wquld be cut ~mJ1l 
mare tltau tltey were in tlte Sc1tate bi/{. 



• • By prohibiting nutrition ¥lssistante to illegal aliellS, tlte bill creates an unprecedented local 
admini~trative burden and will ultimotely deny benejil$ (0 millions of eligible children. 

• 	 Unlike. the Senate bill. the conference agreement denies fwd stamps to virtually all legal 
immigrants, 

, 

• 	 The conference agreemeflt fllnds mandatary annual commodity purchases of$300 millio/f lor 
distribution through TEFAF; soup kiichens. and food banks. The purchases are paid for with 
funds appropriatedfor the Food Stamp Program. 

Child P1vtecliort Issues 
• 	 Tile conference bill eliminates importam parts of foster care and adoption assistance 

cntidements and abolishes several programs such as Family Preservation and Suppon and 
Independent Living. The Senate bill had retained currenl law for these programs. The 
conference bill also cUls funding for child protection sel1'ices somewhat, while the Senate biJl 
had maintflined current law funding levels, 

• 	 The conference bill weakens current enjorcemem mechanisms jor child protections, while tilt 
Senate bill maintained current enforcement obUi/ies. 

Child Care Issues 

• 
• The conference agreement would reduce by $},2 hillion over Jive years the amount of funds 

provided to stales in the Sellate bill for child care services. While the final overaJ[ seven year 
level of child care resources is roughly the same in the conference agreement and the SenaJe 
bill, the; ctm!erellce measure would require tlte SemIte's additional $3 hiUion ill child care 
monies to be spread o~ over seven years rotller than 5 years. In addition, at tile same time, 
the agreement would increase the need for child care by requiring more recipients to work (by 
Ilot counting "'leavers" in the partici'pation rate) and by requiring them to work for an 
ilJcreased ,wmbet oj hQurs (by llot allowing those willi a cllild under six to work 20 hours per 
week). I 

• 	 Tile conference agreement, unlike the SetlOIe bill, eliminates the child healtll and safety 
prOlections contained ill current law and maintained the Senate bill, It repeals legislatiott 
which requires states to establish health tind safety standards, including preventwn and control 
of infectious diseases, building and physical premises safety, and minimum training 
requirements applicable to child care providers. In addition, the conference bill reduces the 
requireme,ltfor a mittimum qualil)' set-aside of 15 peteem, as reflected in the Senate bill, to 
3 percent:, 

Improveme"ls Made 10 the Senate Bill in Conference , 

Fwuling Levd 
• 	 Tile cottierettce agreemetlt provides more slightly money to states for temporary assistance 

(excluding cltild care), The fuudillg level of the conference bill itt FY, 1996 is $16.3 billion 
while the comparable Senate bill amOU1l1 is SIS,8 billion -- a dif/erettcJ 0/almost $500 milUm!. 

• 	 3 



• C<JntingU!CJ FwuI 
• 	 The conference agreement provides for a somewhat/arger contingency fund by providing Ihe 

$1 billion c(mtingeucy fund through FY 2001, rather than FY 2002. However, in spite of this 
change,' the Admillislrati<Jn still finds the contingency fund very inadequate, 

I 

NUIr'ilWn A.ssislimce 
• 	 The con/enmce agreement restricts the Food Stamp block grant up/ion to slates wah statewide 

EDT systems or relatively low paymellt error rates and requires thai all block grant funds be 
spent for food except for a tnaxitttum of 6 percent for administranon. , 	 ' 

• 	 The conference agreement 5ubs/antWlly improves the Senate bill by enabling unemployed aduIts 
to cure their ineligibility by working Of particip4ling in a work program. 

• 	 The conlerem:e agreement eliminates Senate /imguage tiUJJ effectively financed the purchase 
o! EBT equipment jor felailers with transaction fees charged to recipients. 

, 
Inrmigmnt Eligibility Issu .. 
• 	 The Senate bill would ilove required deemulg beytJlld citi'l.cmhip (i. e" denied beneflls 10 

immigrants Ihat hod naturalized), while the conference bill limited the dcembrg resln"ctions to 
until immlgrtwts aU(liltf'd citizensilip. 

• 

• 	 4 
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'. EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND eUDGET 

WASHINGTOI'<. D.C. ~ 

THti DIRECTOR 

D=mbet 6, 1995 

Honorable Sam Gibbons 

, ' : Ranking Member " 
..... ",

Committee on Ways and Means 
2204 Rayburn House Office Building 
U.S. House ofRepresentatives 

Washington, D,C! 20515 


Dear Representative Gibbons: , 

We are pJeased to provide you with a preliminary assessment of the potential poverty 
effects of the conference version of the reconciliation bill. as wen as an analysis of the 
conference version of the welfare reform bin. 

I 

Whaf is Included~in fhe Analysis? 

I 
The analysis considers the potential effects of the conference provision.<; on the movement 

ofchildren, families, and all individuals in and out ofpoverty. The folIo",mg tables wmpare'the • 
, 

potential effects of the House; Senate and Conference balanced budget and welfare plans On the 
number ofpersons and children \Vith incom.es below the poverty line,. and esti.rnaies the effects 
these proposals bave on the size of the poverty gap -- a measure of bow short of the poverty 
thresholds. family's income falls. The analysis estimates !he impact on poverty at full 
implementation, which. will be reached in most program provisions by the ye:ar 2002. 

This analysis includes two kinds ofpoverty tables. One uses the pre-t..a.x cash definition 
of income that the Census Bureau uses for the official poverty statistics. The other table 
incorporates a commonly used a1ttmative dcfmitioo ofincome that is broader than the official 
poverty definition and takes into consideration a wider range offactors relating to income. It 
includes, ror example, the effects ofFedera! tax policies (mcluding the Earned Income Tax 
Credit) and near-cash in-kind assistance programs such as Food Stamps and housing programs. 
The discussion below references only the broader deftnition. Neither definition includes 
proposed changes in Medicaid and Medicare. 

We also provide a table that addr-~ses the sensitivity of these poverty estimates to the 
technical a!isumptioIl:) on which the model is based, including baseline differences between eBO 
and OMS, tabor supply effects ane an alternative State fimding leveL However, many possible 

• 
, ' 

alternative economic and demographic variables have not been modeled. In the long run. these 
variables are among the most important determinates of welfare caseloads . 

http:incom.es
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Me/iux/ology'. 	 , 

The analysis was performed using HHS's micro simulation model, based on data from 

the March 1994 Current Population Survey. 

Similar to' the earlier analysis oCthe House and Senate bills, policy changes simulated for 
the welfare liills include the impact on family, income from proposed changes in AFDC, SSI, 

''', 'food stanips;'child nutritiOIl, arid child support progxams,>1n addition!o the imPact froin welfare 
policy changes.,. we analyzed the effects 011 poverty of the entire reconciliation plans. including 
fedetal employee pension contributions, agriculture subsidies, family laX credit, the EITC, as 
weil as the effects of a~opriation 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 detailed explanation of the methodology used in this analysis. please rerer to 
the attached earlier report "Potential Poverty and Distributional Effects of Welfare Refortn Bills 
and Balaaced 13u~get Plans,» 

Resulrs ofthe Analysis 

• 
On November 9th, we provided Congress with a study asSessing the potential poverty 

effects of the House and Senate welfare "'fonn proposals, This analysis illustrated that the 
Senate welfare bill, using the aitcrnati'l<'"e definition ofincome~ could move 1.2 IDo{"e children 
into poverty. The effects of the House version ofwelfare refonn would have been even worse 
for children - potentially moving 2.1 million more children into poverty: or .9 million more than 
the Senate version, According to our most recent analysis: >< 

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

• 	 when all of the congressional budgetary proposals that affect low-income families are 
considered in addition to changes in welfare progl1l.lIlS, the poverty effects of the 
conference version of the reconciliation bill are only a slight improvement over the 
Senate budget plan. The conference proposal could potentially move 1.6 million children 
mto poverty .- or only .1 million less than the Senate version. 

Potential Changes and Future Analysts 

As you are aware, the legislation continues to 00 revised. Some provisions, such as a 

• 
food stamp cap, may be included in a stand-alone welfare bilL Since these provisions may have 
additional {XIvcrty ¢:ffects, tJu::y could alter the attached estimates . 

2 
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We are: currently working with affected .agencies to develop a distributional analysis of 
the conference agreement,. similar to the analysis we provided for the House and Senate budget • 

, 

plans. We look forward to sharing this infonnation \vim you as soon as it is available. 

Sincerely. 

Alice M, Rivlin 
Dl.rect.or 

• 
 IDENTICAL LETIERS SENT TO HONORABLE SAMGIBBONS, 

HONORABLE GEORGE MILLER, HONORABLE MARTIN O.SABO, 


HONORABLE HENRY A. WAX.)"1AN 
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Table 1 

, 	 \"\::";t~, 
;'1);-;.THE IMPACT QI<' CONGllESSIONAL PROPOSALS ON POVERTY .' 

Using a Comprehensive I'Qst·Tax.l'osl·Tnws!er Dl"finition of (ncome o 
:; ~ 	 ~ 

,.' , 
, 

..; ,'"Simllln" efl«t, of full impkmcntlliol1 in I99l ilQtla5 	 '" .-~ 
-----~ >--- --- ----_. .. -- , 	 -- "--~- '" 

'Err{1~t ef (993 CftJIng¢. li~ils(l Dudge! Plnn Scnnl.e lludgef Plan ---C-oA-r;;~-ii'Agreern tnt 	 ~,-. 
oEmire W1!lf..re Entire Welfare En1i~j ',: ; 'Welfart 

Pr;vr Law CiJO'etl.t Law PI,,!,) Sill PIM am P,an",;•. BlII " O. 

/?ChHdren Under 18 	 '" ii!: ' 
Number 11'1. Poverty (Millions) 10.8 !OJ} 12.3 ~ 2.1 11.6 11.2 11,,~., Its 
Change Fr<>tn Current Law 	 2.l 1.7 1.2 l.~ . U"I 
PuvtIty Il,alc (Petetnt) IS,!,) 14.4 

, 
11.6 !1.4 16.8 16.2 I~,~ 16.5 

Cbange. From C!Jrr~nt tAlW ).3 ).0 2.4 1.8 1.2 2,1 

Famlliu With CMh'ren. l 
Number in Poverty (Mllilonl) 18.3 17,0 20.9 20.6 19,9 19.2 19.1 19.6 
Change rrom Currenl LAw 	 ).9 ).7 2,' 2.2 ,:8 . 2,6 . , 
Poverty RAte (Perct1lt) 12.6 11.7 14"; 14,3 IJ.B: 13.3 li'6 !J-S 
Change Frem Current Law 2,7 ',j 2.0 U j.9 I.S 

p(>y<:rt}' Gap (Si!limu} 11.6 t6.2 '24,3 24,} 2L5 20.6 ll,~ . 21.7 
Change Prom Cumnt Law 	 S6 ',I D 4.' 1,1 ,., 

H·
"AU Person, 	 a 

Ntlmb~r in POVtrty (Millioru) 295 2-iU 32.6 32,1 JU ~O.7 :1 i:¥· 1Ll 
Change Ff~ Current l,a"" 	 4,' 4,0 -3.5 2.6 }j' 

, 3.0 

I'QveJty Rale'{?eft"-<:nl) 11,3 10.6 12.6 12.4 \2,2 11.8 121 12.0 
Ch(\(1ge From ClJfftlif law 	 1.7 1.6 LJ 1.0 I. 1,2 

, . 
PO\'crty O"p (BiUwns) 43.6 46,8 S1A 56,;4 $4.0 ,2,) KG 53.6 
Change From Current Law 10.6 9,) 7,2 ,,5 1.8 6,7 

'.:; 
Hotu: The Ctll'l$W n~rnu !Wblish~ a f;!.mliy orJI'OY<rty ~l-lll:!it' \!$in$ alltrn~ll« ddinilicm {lr[ncom~. Tl;e: cc:!inltlon- oflnwmtl dhp1a,ed heft lnchHln 
Ille df!cl o(ooa, Onciuding EITe}, rood Siamp,. hbU:$lng p;ogram$; Itm! ScllQct meal prnrt'lm$, Chil1gU III SQl'crnmelIt'plcv!ded heaIlh (ovtt~e:tlt Il1JI 
Inck.-dtd. nb! l\ffl t!lm: ;,0)' :ldjul~ls filr medkal ro~h. N'umbtl1l'1"1l1Y not add du< to rounding., . 

"En!llt P!h.,l" re[«$ to tHomifiatlon pmj'01:O,fs 11$ 1'1(11 UllQc<)1I"K eff¢~!'l ffom llPPr1)prbdon ltctlN'li tor hCIl$I!"!S, Mmr, :!.tId ~nergy ISSAUnCC p-I~'tna, 

.""."lw<,: BUS', mlclo5Imu!m:on w..edd. b(l,';cd (>n data (fcm !h~ M~,ch !9'9-1 CUrrtlli Popubl!o.n SUNty. 	 ~ 
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Table 2 •m,

•
THE IMPACT OF CONGRESSIONAL PROPOSALS ON POVERTY m 

'c' a: 
'J 

, 
nUnder The Prc~Tax Money Income DcOllition Used For Of~dal Poverty SlnllsUcl '; m , 

";! .:. (9!TISim~l~te, cfTccts o[ futllmp\cmtlllAlhm ill I~) doll:l.a ,t,! . '. A ~ · \.. : 
Effect of 19~3 Ch:lDlle, Houso Budget Phln Se.nate Budgel Pilln Confcrence 

, 

Agreem~nl 'l1':n 

Enlirc- Welfare Entire Welfnre- Entire:} .: Welfllt't o 
~ 

.~ 
, ·nPlan...{ . BillPrior Law Cumnl Lllw Plan mn Plan Bill 
o ,> 

Children Under 18 . 
,

• 
.0 

., 
Number in Poverty (Millions) IS.S 15.5 16.0 16.0 1~.8 15.8 lis 1~.8 ";J., 

Change From Cunent Law 0.5 O.l 0.' 0.' 0.3 0.3 <t. 


Poverty Rate (Percent) 22.3 22.3 23.1 23.1 22.8 22.8 22.8 22.8 '" ,,',(cq,' ~ 


Change From Current Law 0.7 0.7 O.l 0.4 '(j-~ 0.4 ",::1,;10' ,I) 


;.,' ., 
Famlllet With Children · .~::: 

Number in Poverty (Millions) 26.' 26.5 27.5 27.5 27.2 27.2 27.2 27.1 
Change From Omenl Law 1.0 1.0 0.7 0.6 '0-,6 0.6

>k 
Poverty Rale (Percent) fJ,) 18.3 19.0 19.0 IS.8 18.8 18;8 18.8 
ChMgC From Current Law 0.7 0.7 O.l 0.4 ·0:. 0.4 

Poverty Gap (Dillion.s) 41.6 41.6 50.6 10.6 47.0 46.9 ~;;7 oI7.S 
Change From Current Law 9.0 9.0 l.4 l.l ~,I l.9 

All Person, 
Number in Poverty (Millions) '8.8 33.8 39.9 39.9 39.6 39.6 39:6' 39.6 

o 

ChMge From Current Law 1.1 1.1 0.9 0.8 0.8.:~:~. 
Poverty R:I!c (percent) 14.9 14.9 15.4 u.~ 15.3 1~.2 ".3 15.2 
Change From Current L.UI'f 0.4 0.4 0.3 0.3 0.3 OJ 

'JPoverty Gap (Billions) 76.3 76.3 8l.9 85.9 82.9 82.l 816 83.1 

.~ 

Change From Currenl Law 9.6 9.6 6.6 6.2 1., 6.8 

Nota: The dennilion used for omelal poverty statlstiel C(lunts ~II c.:uh Income, but c,\eludes the efreel oft3.~CI (and EITC), Pood Stamps, houslna programs, 
and Dther ncat-cash govemment anlltan<e plO&nl;ml. Numbers may nol add due Ie rounding. 

, ,., 
"Entile Plan" lerers to reconciliation prGpl)Salf'" ~\'ell u income cfTew trom IIrp,oprl~!lDn oetlo~s (001 housln8.labClf, llld cn~r8Y asJim.n« prOgrams. 

Sour<e: HHS's m!cro~lmulatioll model, base:! 00 dati rlom the M:rch 1994 Cutten! Popul~tiDn SUI'\'ey. 

., 
;. J> 

o 
m 

.: 'II:; 

.,m 
... 

1 



' 
'" 

" 

"0 
0 

·n 
I,: f ••,

• •m 
• • • , " ,

WTable 3, "ID 

CON~ERENCE WELFARE PROPOSAL: SENSITIVITY OF PO"VEllTY ESTIMATF,s TO TECHNICAli ASSUMPTIONS 
Using:ll. CQmprelum:rJve PO!I-T8X'~ POS'I-TraniferDefinJUon arIne-ome 

m 

S!mnl&lel drcels offill! Inlplell'lent.1twl'Iltl"199'l dolfaJ! 
•• 

"" 

"Oplimi3tic PCS!imls!l~ 
--~--'--- - -- - - ___ M5UUl(l1ion) Anutnpt~ons ~bde!ed Anllnlpliool ,•0"' 

$tlllfti JOtfl'A1t !!cnefil 1'wo·Thlro~ o!SUles P",v!dc Child 
Fultrling; Zn(JttKo ctQlwmk Ih:Mflt VQu..:hm Aft!!' TIme Llmtl; :.~t~ Co~:rv~llr~ S(l.((:$ ~R!.(; te the 6o.:tom' i 
Ot(A\1b~ $MIM N(ll\·MarittJ ceo PwJcctilm Q(PrGf:nItn Gnm1h; COO Pro~Ciion OfPiO£r.Im IntttJr.tdlate UO¢f SIIPply SIi'(Cl "nJ/or DutcMed £¢otlom~ Q) 

SiM lUttS- ntclir:e Inltrmti.il"~ LJb1! Suppfy E11':ttt Owwth Umk, C\Jrmlt 1..3\'1 ornme I.III"IIt ~E&tlrtute 


Children Under 18 


Number in PMcrty (MilIion1) .1."l 11.1 I i.) U,S B,1 t1.1 

ChMgt: From Curren! Law ·1.1 L2 L3 L5 L7 .f-?? 


r ..POllen), Rate (Perce-nt) -'1.1 . 16.1 16J 16.5 !6.8 +1,1 
'CIHl"tC Fro~l Cun,;nl Law .1.? L7 L9 1.' 2A +7.1 

F:\mll!eg Wittl <:hlldren 

f Number in Poverty (Mill)(,l!lS:) ~'i.'1 19,1 19,) 19.6 19.9 t'/.' 
Change From Currenl Law ~'I.1 2.1 2.) 2.' 2.9 .'.? 
P(t\,uty ltatt (Percem) -'1.1 13.2 13.4 13.5 13.1 +1,' 

Change rrom Current Law -1.? U 1.5 1.8 ,"Q +'1.7 


Poveny Gap {DlI1lQQ$) .", 20.3 21.0 11.7 21.3 -+?? o 
Cbang'!: Prom eunenl Law ·1.1 4.1 4.S '.5 '.9 +?? 

AU Penon' 

Number in Po·veny (MiIll¢n:$) -1.1 )0.6 31U 31.1 )1.4 +7.1 
Change From Current Law .,., 1.5 2.7 J.n ),) +1.? 

Poyen)' RaIl! (Pereenl, .?1 11.1 11.9 12.0 lZ.1 +1,'1 

Change From Currenl Law .,., 1.0 1.1 1.2 .: 1.) +1,'/ 


PQ"'erty Gep (Billions) .", l2.2 ".9 53.6 ".0 +1.1 

Change FrtlmOHTell! Law ·1,'1 l.) M 6.' 7.' +1) 


NCIH: 11;(; Cet.W$ BIIIC1U p1.Ibllso« I tnnily ofpovtfty SI:lIl>!1c, csing f.!!W\:\jvc dd!nuiOfl$ ofinror.l¢. Tbc t1!1initiM ofit.tcme di$pla:rt<l ru:re Indl.lc~lll'~ dr(~~ ottllH' (in..-:l\lditl& CITCj, f{l¢d Sttlll1pi, 
11011'111& PfOgl!III', :U'II 1dl.roll'JH:tl progfams. Ot~$ln. e<Wttt"lmeni-prol'ilkd h(allfHoW'/!lt\¢ i~ 1'\0'\ jllchukd, M, In:: !hell': any ~dj1Hlmt!l1s (OJ met!lea! mu. 

> 
~ 

S"~II1X; WIS'1 mkH)$in'1I1~tion mo4d. b3..'-Cd on d21~ from lhl: Mardi 1991 QI(rt:f!t ?ropulatlon S>JfH'Y: n 
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• CENTER ON BUDOET 
AND POLICY PRIORITIES 

" 
The Credibility of the OMS Analysl. en the Poverty Impact of the Welfare BUI. 

The Office of Management Md Budget re1eased an analysis detai.llng how the ~onfereru:e 
agreement on the welJare bill would affect the scope of poverty in the United State$-. The study 
found the bill would substantially incr.ease me extent and depth of child poverty. Some have 
suggested that th~ methodology the study em.ploys 1$ flawed artd its findings overStated. 

Those who have questiott-"d the accuracy 01 the study argue that the: measu.re of income used 
ovmtates the effects of the legi$.lation and that the study did not take into account bcllavioral 
changes that would reduce poverty. These criticistn5 do not Sta.nd up undex scrutiny. 

, 
• 	 The OMB aitalysis employed me vefY definition of income that marty conservatives 

lhem,se.lves have long 5aid should be used when. determining whether a family is poor, 1h€ 
analysis considered a family poor if its cash U\COO\e plus the value of food stamps, any 

• 

. " hou.sing assistam~e it receives. and the earned income tax credit it gets, minus the income and 

payroll taxes it pays, leavE! the family below the pOVE!rty line. While this diifere from the 

definition o~ .income used in the U'.ost widely cited Census Bureau poverty figures, it 

conio~ to an alternative mCM\l,l'C of income the Census Bureau has used (or Same time. 

The traditiooal Cen.<;\J5 6ur€.''liu definitior'l of im:ome iliat mcludes only before-tax tas.,. income 

and excludes other benefits has been -critidz"d repeatedly by a number 01 analysis. including 

most conservative analysts. whQ argue th.at food stamp.s, housing assistance, and the earned 

income credit do, in fact, iru:reasc d family's disposable income . 


The income measure used by OMS .also is consistent with the approach propos.e:d recently by 
a promincntNationaJ Academy of 5cie.nres panel on the measurement of poverty. The panel 
recommended that in-kind asGistance other than health care insurano!e be included in the 
defmition of. in(ome when poverty is mEasu~ and that ~r-ta.x. .rather than before-tax 
income be uSed. 

• 	 the eMS st~dy did account for behavlotal change resulting frOIn the imposition of weUare 
time litnit5. 1'h,:, study assumed that 40 percenl of the iiunilies hitting the tive--year time Umit 
would find employment. The Cong-ressional Sud~t Office, by contrast, ASSumC$ that only 20 
per~ent of these families. would find watk. OMS 3S$iumed major behavioral change 1..""\ this 
area and used an assumption twice as optirni.stk as COO did. 

• 	 Furthermore. OMB's estimah! ot ti")e impact af the legislation on poverty may be UMetsJated 
due to sev~ra1 conservative a.5Sun\ptions the study made, The a.N1.lysis assutrteS no State will 
impose a state time Wnit of less than five yeazs.. Sut a. number of slates - including 
Wisconsin. Virginia. and TennesSCt: - are developing proposals for time limits of Isubstantially shorter dutation. U sutes impost! shorter time li.mits on the receipt of ca:;h 
assistance and work 5lQtc;, more families would likely be left without ass1staru;:e and with 
limited prcsp«1S for private sectOf employment. In addition. the analysiS aS5UJneS states 
would not shift many resources now used to provide cas.h assistance to pOOl families to I 
services or work prog:tatl'lS. U staw.:; dl'l: expend less on cash ~efits than OMS has assumed. 

pooc children would re<eive less income support and could faU deeper into poverty. I: 


• 	 It is Unportatlt to note that a substantial part 01 the incre.ase in child poverty .stems from 
spending reductio1lS' the i~gi5tatiQn ma.k.e$ in iUtJa5 other than A.FPC. The .cutS in the food I 

"• 
stamp program, (or exarnplo;!. push a subst.aJ~ti& number of children. in working poot families 
bent;:atn the PQyerty line, Currently the combination of modest eaml.ngs, the ea.med income 
tax ctl'!d.it, and food stamps Wts C\any werking families above the poverty line. V/hct\ food 
stamp benefits are cut, scene of tht;'5{!'.fan;ilies are pushed be:neath. the poverty line, The large 
reductions in SSt benefits for low-income dJ.s.a.bl.ed c.hi1dren also contribute to the increase in 
poverty identified in the O~ study. 

111 Mort.h capttol Street Nt, Sultl1: 705, Washington. OC20002 To: 102-408-1080 fax: 202-408·1056 
Robert Green st.eI 1'\, EXcCIJ tI~ tlI rector 
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licsponse to Criticisms of the Poverty Studies 

Congres.'ilonal budget proposals make major changes in several programs providing a safely nct for 
low~incQmc families with children. A study measuring the impact of these proposals concludes that 
over 1.2 million children will be pushed into poverty as a result of the Senate welfare bitt. most of 
them in working pOOf families for whom cash benefits and Food Stamps now make !.he difference 
between being poor and being non~poorl. This poverty analysis accurately and conservatively 
measures the number of children livlng in low income families that fall below tIle poverty line 
because of changes to the AFDC, SSt and Food Stamp programs. despite crilicisms otherwise, 

Tile study utilizes,lhe appropriate definition ofincome ill melM'uring pow!Tly_ 

The study does nO't usc a new definition of poveny, as some bave suggested, The study 
calculates poverty using the same method that has been used for years by Hnalysts, including 
those at the Cong~cssional Budget Office, the Committee on Ways and Means, and the Census 
Bureau" 

The purpose of th~ analysis is 10 demonstrate the impact ofCongrcssion::11 proposals on the 
economic wcU~bcing of low-income families. To do that, an income measure was needed that 
fully captured the impact ofgoverrunent policies before any policy cnanges. The offidal Census 
measure docs not do that. The official Census measure counl<; only casn income and ignores the 
effect of Pederal taxes and the Erfe, as welt as the value of food stamps and housing assistance. 
For years, many ana!}~sts, particularly conservatives, have pointed Qut thal the official measure 
overstates poverty because it ignores the impact of these important transfers. 'I11ey arc right 
When people receive food stamps, housing assistance, or EITC, they arc better otT. A study that 
purports to measure poverty but fails to include these programs is missing an important source of 
income for low~incomc families. Por example, in this analysis the number of children in poverty 
untler current law (before any proposed IJolicy changes are taken into account) faUs from 15.5 
million under the official poverty definition to !0,0 million after including ill family income the 
value of non-cash govcrnmnet tmnsfers and the EITe, less fcrleluJ taxes. This analysis responds 
to lhe criticism that the official poverty measure fails' to account for the impact of many 
govcrnmcnt programs by appropriately using a more inclusive measure of income that has been 
used by COO and the CornllliHcc on Ways ilod Means. 

t Thi;; errec: i~ gcncr:lte<l [wrr. an analysis Ilw! estimates tlte lmp!l:CI (If policy changes on families ilnd 

individuals. The results arc b.1sed {In the TRIM2 mictosimulation model, a weH-recognized model basctl on >l 
nationally representative sample of the non-institutionalized U,S. populalion th!l:t has been used to produce estimates 
for more than 20 )le.m•. 'nie model computes the income, benefits, and taXeS for each family under altemmive .policy 
scenarios and then nggregntes these income changes to detennine the lHllional impacl of the policy change. !'otentinl' 
cffects of theSe taws ~s fully lmplemc>lled are Ihell shown based on the 1993 populmion in 191)3 dollars. 

1 



• Further, the measure used in this study is nearly identical to un alternative used by the Census 
Bureau" The Census Uureau calculates this alternative because the official measure does not 
account for the full effect ofgovernment policies, 

Tile study uses optimistic assumptions aboul/he work efforts ofadults ,vl,o lose AFDC 
bellefits due to (he time limit ill lftc Senate welfare bilt 

Some have criticized the report, stHting [hut it docs not assume that persons cut off from welfare 
would go to work. That is not the case. The study uses optimistic assumptions about the 
subsequent work,cffons ofadults who lose AFDC eligibility because of the time limit 

Before the time limit kicks in, most wdfilrc recipients have already left the rolls. Thus, in 
estimating how niuch women affected by the time limit would work and what wage they could 
work for, it is important to keep in mind that we are talking about the most disadvantaged of 
wclf..'uc rccipients~~those wbo remain on AFDC for a long time, They have poor skills. low 
educational altainmcl1t, and minimal work. experience. Their empioyment prospecl'> are not 
good. 

• 
The work cstimalc in this analysis was developed by comparing the characterislic$ of long~tenn 
welfare recipients with those of single mothers who do not receive AFDC We looked at their 
education level, work c.'<periencc, number and age of children, aptitUde, and other characteristics . 
We did not take i{lto aCCQunt other conditions that may disadvantage long-term welfare 
recipients. su?h as lhe presence ora disability or unmeasurable characteristics that may affect 
employment prospects. 

Still, among these, women, our analysis assumed that women who hit the time limit would earn 
on average $4,700 per ye.1L The lap ten percent would manage to get jobs that pay an average of 
$25,000 per yenel 

Rcaiisticall", {he estimate used in this analysis sl10uld be regarded as an optimistic appraisal of 
the earnings prospects of long-tcnn welfare recipient,S when they enter the labor market. 

It is also important to note that the work requirements \\rill unlikely have a major cffect on the 
tlleOme of AFDC recipients. Workfare participation is expected to be minimal because the bills 
do not provide the rcSOurces for slates to operate largc scale work and training programs. 

Even with fl higher percentage orAFOC recipienls working, this increased work effort will have 
i.l marginal effect on the incotll(.! or AFDC Hunilics. One recent study ,)n the employment 

I prospects Df welfare rccipiclj!s concluded that if forced to rely 0::1 their own wage earnings. most 

• '2 
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welfare recipients would remain poor even iftbcy worked full-time, fult.-ycar.1 

Further, numerous evaluations have concluded that workfare has modest effect on the income of 
participants, Even intensive work and training progrmns have not resulted in substanttal income 
gains, particularly for (ong~tcrm recipients, For recipients who would find decent jobs, much of 
the eamings woula be offset by taxes, work expenses., and benefit reductions. For example. an 
AFDe recipient who begins to work would keep only about 30 percent of their first $6,000 in 
earnings. 

The estimates ofIhe number ofadclilimral cilildnm falling into poverty art! based 011 

conservative assu!nPiions about stale behavior 
I 

I 


The estimate of the number of children moved into poverty under the Senate bill is conservative 
given the optimistic assumptions that are used, The analysis makes optimistic assumptions about 
state maintenance ,ofeffort, and excludes several program cuts, Further, given the degree to 
which trunsfer programs reduce poverty under current law, it is reasonable to expect that the 
large program redl;lctions in th1J Senme plan WGuld result in increased povcrty, All ofthcsc 
reasons arc discussed below. 

, 

Cnder the wellarc Ircfonn plans in the Scnntc and the House, states are riot required to maintain 
their current levels of spending for cash assistance. The Bouse plan has no maintenance of effort 
requirement, while the Senate plan would require states to maintain at leasl80 percent of their 
FY 1994 spending levels for A:FDC and related programs until FY 1999. \Vhile the proposals 
would give states great latitude to reduce their own expenditures on welfare programs, this 
analysis assumes that states will nOl cut benefits. it should be noted, this is in direct contrast 
with mtmy research studics 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 conciusions of researchers. Several SiatcS have already moved to reduce welfare 
benefits in response to the block grant For example, Maryland is planning to cut welfare 
benefits by as much as 30 percent if the block grant is implemented. 

The following sections discuss several reasons why the assumption of state behavior used in this 
analysis is likely to be overly optimistic. 

I) 'lJl('; Federal GoycOlmcnt \VOllld NQ Longct.Share ill the Additional Costs ofAEDC 

'lllC current AFDC financing stmcturc makes it cheap for states to increase spcnding on wclfilfC 
progrums. As it stands now, states sct the bctldit levels. and the federal government picks up 

2Ctlry Bm1less, "Employmem f~ro'$PGCLS ofWc!farc Recipients", in Tllt~ Work Allcmative: Welfare Rerunn 
and tlte ih:tlli,ics of tile-Job Market. ed. DCmClr;J Sill ilit Nigll1ing,alo:: and Robert H. Havemen, The Urbtln Institm¢ 
Press, 1994, 



• over half of the bill. Under a block grant, however, states would have to pay for every cent of 
spending above the block grant amount. Common sense would dictate that this change in the 
funding structure alone, ignoring the redudions in federal spending, would resull in lower 
welfare spending by states, 

A recent, independent review of studies on state benefit levels woutd support that common sense 
conciusion,J Every study included in the fe.port would predict that block granting AFDC would 
lead to a substantial decline in AFDC benefit levels, Ifour analysis had accounted for the 70 to 
85 percent decline in benefits th:ll some studies predict would result solely from changing the 
funding structure of AFDC, the poverty impact orihe welfare refQnn bills would have been 
substtmtially higher. 

The reason that states would reduce benefits is bccnuse the federal government would no longer 
share in the 'benefits or costs of changes in benefit leve~s. The funding struclurc that exists under 
current law means that states don't have to pay the full additional cost of changes in welfare 
spending; nor do stales receive the full savings of reductions in welfare spending, Under current 
law, the federal government matches any payments states make for AFOC. Therefore, if a SlA1tc 

wanted to increase AFDC benefits by $1, a Slate would have to spend only between 20 and 50 
cenls. ju other wonts, the price of a dollar of At: .)C benefits is only 20 to 50 cents. 

• Under a block grant, the price of a dollar of AFDC benefits is the entire ·dollar; more. if food 
stamps are includeq. Because food stamps arc fully federally funded, and are reduced when 
families receive higher food stamps, the price to a state of a dollar ofArne benefits is actuaUy 
$1 A), One does not need complicated academic studies to see that states would sp·end less on 
welfare if they havq 10 spend $1.43 to provide another dollar in income to a family. 

, 
I 

2) States Would Reduce Benefits to Avojd Becoming a Welfare Magn~t 

In ~ddition to the I<chnngc in the cost of wclf",re benefits" that stutes will experience, many 
studies predict state's will reduce benefits to dct(,f migration_ 

Today. 17 percent of the population changes reslde1ice each year, and 3 pcrce.l1t move across state 
lilles. Low income, welfare dependent families 1l10VC at least as frequently as other demographic 
groups, 

, 
R0cent research shows that over the past 25 years, tilt,! difference in AFDC benefit levels across 
states has becn narrowing. Higher benefit states bHve becn reducing the vtllue of tbeir benefits to 

• -'lillward Chernick, "Fisca: E£1(>.:1s qf Block GLlm~ :'(:r Ihl! N::edy:;\ Review (lrthe Evidence," p;J[lcr 
prcscmcd:lt lhe Conlcnmce un Ta.\a~io;j, October 1995. 
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bring them c!oser1to the lower benefit levels of neighboring states:' Linder a block grant, where a 
state would have to pay the full cost of additional benefits that resulted from being a "welfare 
magnet", it is likely that states would increase their efforts to avoid becoming a magnet for those 
seeking higher welfare benefits. 

Some research has found little evidence that welfare recipients arc actually drawn to particular 
states because of a state's higher AFDC benefils. However, as long as politicians perceive that 
their state is a welfare magnet, states will continue to reduce the value of their benefits. 

3) Recent liistoO' jn State General Assistance Programs 

State fiscal choices in other assistance programs may be an indicrttion of what states may do 
under a block grant (0 recent years severo! slates have made severe reductions in their general 
assistance programs, which are fully stale-funded without federal guidelines. These reductions 
may indicate what states will do once federal requirements and financial participation arc 
reduced under It block grant system for AFDC. 

4) Additional AssqmptioJls About State Behavior Are CQnservative 

I 

• 


The model assumes that no state will enact a time I1mit less than five years. Recent experience 

• 
suggests that this i~ an unreasonable assumption. Currently, nearly half-of all states have a 
waiver that eliminates benefits for at least some fraction of the state's caseload cartier than the 
five year limit in the Senate and I-louse bills_ If the Administration analysis included a shorter 
time limit~ the cstimatep poverlY impacts would have been even greater than reported. 

The Senate plan gives States the option to transfer up to 30 percent of the cash assistance block 
grant 10 other programs, sllch as TitIe XX block grant or for child welfare services, TIle analysis 
assumes that no states transfer block grant funds to other sources, Reductions in the £:.'15h 
as::.istancc block grant to fund other services could result In dollar ior dollar increa.o:;es in the 
poverty gap, and increase lhe economic hardship of families with children. 

Further, the House and Senate plans also give states the option to block grant the Food Stamp 
Program at n fixed funding level. The analysis u,''iS1..lTnes that no states take this option. However, 
if some states choose to receive a food Stamp Program block grant and receive less money to 
operate the prograni, then the poverty impacts of the Senate plan would be greater. 

, 
-l-pmd E. PetersOn, Mark C. Rom, nnci Kenn:;th F. Sclwvc, "Slate l\eJistributive l'olicjllll«king; A Race tn 

• (he UonomT', paper presented at the National Association of Welfare Rcsenrch arld Stmistics Conferencc, 
September 1995. 1 



• 	 , 
Tlfe estimates oftILe lIumber ofaddltiorwl children/allillg iltlo poverty are conservative 
/}{:coll:.e flH!y exclude matty program ellIs and assume cOlls/olll overaJl economic conditions 

I 	 . 
M;my of the proposcd spending reductions arc in programs: that urc excluded from {he analysis, 
Some of the cuts arc in programs thtlt affect famities' wcll~being> but cannot be attributed to 
families' disposable incomes, Spending reductions in these types of programs, such as Head 
Start j are nOllncludcd in the analysis. Additionally, some spending reductions that do affect 
family income arc not included because it is difficult to identify the families in the model that 
would be affccted by the loss in benefits, For example, the Social Security Administration 
estimates that 50,000 peoplc who arc disabled duc to alcohol and othcr drug addiction will lose 
SSI eligibility; that cut is not modeled. Other examples of spending reductions not included are 
the savings rcsulting from some immi~'rant provisions, and the increase in the age requirement 
for filing for aged SSI benefits. 

~ 	 The ttwdc1 also is conservative bcc:luSC it assumes that the overall economic picture remains 
constant Under an entitlement system, f~rnilies that lose income during recessions will qualify 
for benefits, The model does not adjust for the fact that under a block grant, no additional fund;; 
are available to serve these families, 1f states do not have the fune's 10 meet increased needs 
during cC()!l01r,ic downturns, lhere would bc a greater poverty effect 

TIle CJ'tiwtJ/e that 1,] willioll childrcl1 wiIJ he ff10W!rI inlo poverty Ululer lhe Sellate plait is 
reasouflb/e given the current (mli-IJ(JI'crty effectiveness ofgovernment programs.• 

, 

Under current law, 18.2 million children live in poverty before taking into account any income 
from transfer programs. Additional income from social insurance programs, cash transfers, food 
and huusing benefi'ts, and the ElTe removes &_2 million childrcn from poverty (this number also 
takes into accQunl federal taxcs paid), Of these 8,2 million children removed from poverty, 
nearly tell percelll ofthclH arc removed by the 1993 Clinton Administration ErTC and food 
stamp expansions alone, Abou! !.4 million children arc removed from poverty by the ElTC, 4 
million are removed due to housing, food stamps, and schoollunchcs, and the remaining 2J~ 
million arc removed by cash Iransfers such as social insurance, AFDC, and SSL 

Under the Scnale pinn, transfer programs wuutd remove 7 million children from poverty--l.2 
million Icss tban undcr current law. "i11is estimate is reasonable given the large reductions in 
spending 011 the children '$ safety nel programs, The Senate plan would reduce spending on 
AFDe and related programs by $l5,6 billion over seven years; Food Stamp Progrmn spending 
would be reduced by $27 billion OVer ~even years; and. changes in the SSt prognull would 
remove 270,000 children from tbe SSI roles. 

, , 
According:to a scpa~atc HHS analysis of the Se'n~ie welfare bill, 3.3 million children will be 

• 
denied assistance bccatls;: of the 60 month time limiL l\ddi!ionally, al s(:ttc oplion, 2J mi~!ion 
children cot!ld be ddllicd assistance because or the Jl!!l! Ily cap; 77,000 b;;C:tllSI.: lhcy were bonl :0 , 

6 



• unmarried teen mothers, and 3.3 million because their paternity was not established. 
I 

Given the role that;AFDC, SSI and Food Stamps play in alleviating child poverty, and the 
number ofchildren who will he affccted by the Senate plan, it is reasonable to expect that the 
sub~lalltial cuts in funding would result in more children in poverty, 

Given the proposed changes in benefit programs, and given the conservative assumptions 
discussed earlier, the estimate of 1.2 million children being moved into poverty under the Senate 
plan is likely a lower bound estimate . 
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• 
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MEMORANDUM 
I 

TO: Jerry Klepner , 
FROM: Ceri Goins, Helen Mathis, Marion Robinson, Douglas Haar 

-I 

DATE: ~uesday, February 20, 1996 

• 
SUBJECT: Report on the Hearing sponsored by the Subcommittee on Human 

Resource:; Committee on Ways and Means on the National Governors' 
(\SSOciation \Velfare Reform Proposal , 

Panel I' 

The Honorable Thomas R. Carper, Governor, Delaware 
The Honorable Tommy G, Thompson, Governor, Wisconsin 

Chairman Shaw began his opening statement mentioning how President Clinton vetoed 
two welfare reform bills. He welcomed the bi-parlisan group of the National Governors 
Association here as it has restored the promise of welfare reform. Chairman Shaw stated 
that taxpayers are forced 10 spend an extra $50 billion on illegal immigrants and that 
Federally con'trolled,welfare is a disaster. He said break the entitlement and let the states 
truly help the poor, Chairman Shaw stated that President Clinton must make a choice 
and must make a stand. More iamilies are working and less are receiving welfare. We 
still don't know where the administration stands on the Governors' proposal." He 
concluded th'at the problem is not the people, the system is the problem; it destroys their 
morals; it takes away their hopes for today. 

I , 
Congressman Ford applauded the National Governor's Association welfare proposal even 

• 
though there~are weaknesses in it. He stated that he has not seen a bi-partisan proposal 
from the Go~ernors in the past. 

I 
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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 piece was 
added. Congressman Ford said that lhat was really no djfference. 

Congressman !Ford expressed his concern that this proposal does not insure thaI needy 
children will be protected. He pointed oul some of the weaknesses including a weak 
maintenance of efforts test that allows stale funds intended for children to go (or other 
purposes, and it also adds 10 the ranks of the uninsured. The plan allows states to deny 
welfare benefits even when families have played by the [utes, are willing to and able to 
work but cannot find a job ~ the statesl proposal immediately those welfare recipients off. 
Additionally, the time limit, as proposed by the states, Congressman Ford believes is 
playing lip service to the advocates that states would choose and design fair and 
equitable programs and docs not permit the federal government to judge this before 
Congress passes the money down to the states', 

Congressman·condude by praising the National Governors' Association for the 
forlunately bi-partisan proposal to the Congress that is something that we as Democrats 
and Republicans on this subcommittee and the full commIttee always need to do. 

Congressman Sander levin gave his perspective of where we go (rom here: Our nation 
needs welfare reform that has been dear for a number of years. It is what propelled 
earlier efforts, such as the 1988 law which endeavored to link welfare to work. The 
Governors' p~oposals are important both substantively and procedurally. Procedurally, 
they are impqrtant in two ways: first, they have given new momentum to undertake 
welfare reform; second, they have injected bi·parlisanship into the welfare debate., The 
Republican mafority has failed in this effort and that mistake must not be repeated. 
There are two views on how to break the cycle of dependency: one is shortening the 
time aUowed:on welfare, withholding benefits for anyone under a certain age or repeat 
pregnancy. l;Jnder this approach, there is little emphasis on health care, day care, or 
preparation for work; the other involves teen pregnancy and a combination of obligation 
of the individuaf and opportunity for day care, and if necessary the continuation of 
health care and preparation for work, The Governors place themselves in the second 
group. 

I
I 
i 

There several areas of significant concern: Ihe Contingency fund is woefuUy inadequatci 
rnaintenance,of effort of state funds could be less in proportion to federal dollars; in State 
accountability, provisions n"eed more vvork 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 legal immigrants need review. 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 eBO scored to show 
ine poverty rates. 
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Governor Tnompson expressed urgency to enact this legislation over the next month. 
He indicated that the states are more capable of controlling welfare to achieve 

, meaningful re'form. He urged Congress to pass and the President to sign the three major 
bills 01 we~fare reform, Medicaid and employment and training during the next month. 
He stated that states already spend between 25 percent and 30 percent on welfare. He 
also gave short statement from Engler. Engler helieves that the Governors proposal 
defines the middle ground and not the middle of the road. Congress should change the 
law and the states will change the system. As far as illegitimacy is concerned, politicians 
can't stop teenagers from having sex but the support of family, church and schools can 
do this. Welfare reform should (oster independence and protect children. 

Governor Carper went over more specific parts of the proposal. Congress and the 
Governors should be working together across party lines. A re<.:ipient needs a job, a way 
to get to th<l~ ~vb and to train ;,A that job. SOIl!e recipients need child care. The EITe is 
prowfamily. We have to make H.R. 4 reward states moving people from welfare to work. 
Replace Title VII in the conference report with maintain (oster and adoption erHillements, 
The Governors' proposal will allow states to have flexibility on mand<:;ies on family cap 
with an oplion to restrict benefits 10 additional children beyond 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 SSI the application deadline is set for 
January 1. Food Stamps would remain in the current ·uncapped entitlement form. We 
maintain the current entitlement under eligibility· for nutrition, The work participation 
rate provides for 25 hours rather than the proposed 30 hours and 35 hours. In addition, 
slates can opt to lower the rate to 20 hours for parents with children. The contingency 
fund would increase 10 $2 billion with a trigger for unemployment and food stamps, We 
significantly increase (he money for child care. Child care would get an additional $4 
billion with slates setting the standards, The Governors will deal direclly with their 
concerns of legal aliens. 

Congressman Camp stated that {his proposal is proof that s.tates are capable of the 
responsibility' of writing legislation. Congressman Camp asked, would this increase the 
states' flexibility in the transportation area? Governor Thompson said yes. Congressman 
Camp contin~ed, with Wisconsin reducing the welfare rolls., how can other states , 
achieve this progress? Governor Thompson said we malch skills with jobs and we 
received over 160 waivers for the counties. We want to try waivers statewide. 
Congressman) Camp further inquired with the following questions: Do you believe with 
the waivers you have received from the administration that you can still afford the state 
flexibility; do' you know what the Administration's view is on the Governors' proposal; is 
it current with President Clinton'S views?, 

I 
Congressman' 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 reg~lations without the ability to consoHdate. The Governors supported those 
savings, Congressman Ford said Ihe American people want to know how we spend their 

! 
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money. Where are Ihe checks and balances to see how people <!.re 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 percent maintenance of effort I would like to 
use some frexibility to expand Medicaid to the working poor. I can't do that uncler the 
rules we cUrr~nily have. Congressman ford asked jf 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'fnstead of the cities? Governor Thornpson said we would like 10, but the 
regulations don't allow us to. Give us the chance to try new programsJ because one size 
does not fit all. We need the opportunity to set up independent programs. 

, ,, 

Congressman [levin asked if the new structure would W everyone who needs to be 
covered? In regards to the contingency fund, in the last recession, AFDC went up by $6 
billion in five! years. That is a problem isn't it? 

! 
Congressman Ilevin inquired about unemployment. 1n the conference report 
maintenance of efforl was adopted at 75 "percent which is way below what states are 
currently offering, Congressman Thompson sJ.id that the current system locks us in - we 
want to 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 that there is no federal protection for children who are 
poor, and Slates are allowed to turn their backs on them. Second, it would repeal the 
rights of children for protection from abuse and neglect. Third, the Governors' proposal 
would deny aid to the children of teenage mothers and mothers on welfare. How do 
you know what works 

Congressman Shaw said that religion is not the focus of how to·consider this matter. 

Governor Thompson said let us set up a program that does work. Congressman Shaw 
concluded with praise for the Governors' bipartisan effort. 

PANEL II 
David Ellwood, Eloise Anderson, Gerald Whitburn, Bob Greenstein 

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



• 


,. 

• Sta.es should pay their fair share. The NGA proposal lefs States off the hook. A match 
is the surest protection (rom a race to the bOHom. 
Otherwise states have more incentive 10 cut benefits than move people from welfare to 
work, MOE is crucial. 
3) Maodating"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 pCople off or lower services. He dosed by asking the Governors and the 
Committee to, please' not block grant food stamps. ' 

Cong. Ford qLestioned 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 " ..'ould; not. Therefqrc,. there is a need for some kind of Federal oversight. 

Congo levin's question to Dr. Elwood was why the NGA proposal needs changes to 
provide adequate childcare? Dr. Elwood's answer was !har the States should share in Ihe 
savings. The.. way the proposal is drafted the lower benefit Slates will come up short. 
Again there needs to be some written requirements of what the States must do and retain 
Federal oversight 

Cong. Stark's: question to Dr. Elwood was what effect this proposal would have on kids . 

• 
. He respondea that in -all·honesty in some States no food,. no day care and no insurance. 

He stated Ihat a good child care bill is measured by the parents working, food and 
shelter for the kids and some type of insurance. Mr. Stark then asked if it's a fact Ihat 
the lower the welfare benefits the less desire a recipient has to find work. Dr, Elwood 
answered yes.. , 

I 

Cong. English asked Dr. Elwood to suggest time limit that he would feel comfortable 
with. Dr. Efwood answered that j{ welfare is going to be block granted to the States, 
why dictate to the State a time limit vVhen asked why the hardship 5 year limit is 
inadequate: and (or suggests on the direction on food stamps. Dr. Elwood responded 
by sayil'lg that he does not feel thai kids should be penalized because the parent can't or 
won't find ajob. 

. 
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 to 
change welfare as we know it. Ms, Anderson stated that although Governor Wilson 
voted for th~ t'-;GA proposal, there are still areas tnat needs improving to provide States 
with flexibility 10 develop innovative, effective and affordable solutions to our many 
pressing social problems. t) The family cap needs to be a national policy. 2) The issue 

• 
of legal and illegal immigrants. 3) The child support issue of funding for automation, the 
scope of services, details of the paternity establishment performance goal and the 
mandatory disqualification from Food Stamps for anyone who owes back child support 



4) It should allow States the ability to ensure that fraud, waste and abuse is to be 
prevented, allow Federal Tax Rehmd Intercept of TANF overpayments, In addition, 
exempt Eleclric Benefit Transfer EBT from Regulation "E" requirements. last, it should• 

, 

retain the 1992 Food Stamp Quality Control Reforms which revised the method of 
establishing State eHor rale sanctions. 

Cong, Matsuj:s question to Ms. Anderson was does she favor a 2 year time limit. Ms. 
Anderson an:.wered yes> Cong, Matsui then asked what ir their are no jobs. If these 
people are cut 'off the roles after two years where is the money coming (rom to help 
them. Congo Matsui then referred to a statement that Ms, Anderson made about eNs 
success rate through its waiver projects. He then asked what was the success rate of 
your most successful project Ms. Anderson stated 25%, then Mr. Matsui asked what 
would happeh to the other 75%, will they not be served. Congo Matsui did not give Ms. 
Anderson a chance to respond before he moved on. ' 

. I 

• 

Robert Greenstein, Executive Director, Center on Budget and Policy Priorities, 
\/Vashington, D.C., gave his 5tatem~nt 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 to States while at the same time permitting States to 
withdraw large amounl of Stale funding for income support and work programs without 
losing any Federal funds. It also cuts too deeply in several other areas such as food 
stamps. WhiJe the NGA proposal allows Slates,to withdraw substanlial resources,-it 
provides few;real protections for poor chHdren and families. Greenstein expressed a Jot 
of concern with the provisions that allowed States to transfer welfare block grant funds to 
SSBG funds. : 

Gerald Whitburn, Secretary, Massachusetts Department of Health and Human Services, 
Boston, Massachusetts, testified in support of the NGA proposal. He emphasized the 
progress that Massachusetts has made in getting people 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. \Vhitburn went through a lengthy description 
and criticism of rhe way HHS handled Ihe 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 shot. 

, 
Congo Camp, question 10 Mr. Whit burn was does the records show that' when States have 
moved people from the roles that they then reinvest the money in the program. Mr. 
Whitburn a'iswered yes in his State last year the case load dropped. The additional 
money will be spent in child care. 

! . 

• 
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Membera present for the third and final panel were as follows: 
Representatives Shaw~ Ford, Levin# Stark, and Matsui. This panel 
consisted of Sharon Daly, Catholic Charities USA, The Honorable 
Cardell Cooper. Mayor of East Orange; New Jersey on bebalf of the 
Conference 'of Mayors and Deborah Weinstein. Children's Defense 
Fund ' 

Mrs. Daly indicated that the government has a moral obligation to 
ensure that adequate support is available for children through 
jobs for parents or a national safety net, In their view, the 
National Governors Association (NGA) plan, like the congressional 
plan, has four fatal flaws: 

I, 
1) It would repeal the federal guarantee of protection for poor 
ch~ldren, and it would allow the states to turn their backs on 
their obligations to poor families. , 
2; The seco~d fatal flaw in the NGA plan is tha~ it would repeal 
the right 6f ir.d~vidual childrer. to receive protectior. against 
abuse and r.egle~t by their parents and caretakers. While the NGA 
plan is better in ~any yespects that the House bill wi~h regard 
to the child protection programs, it would still permit s::atee to 
evade their responsibility to individual abused and neglected 
chi::'dren. 

3i The third fatal flaw of the NGA plan is that it retains the 
rigid and arbitrary time limits for welfare·assistance that were 
included in the House bill. As you know, families could not 
receive cash assistance for more tha;. five years (or two at etate 
optio~) and states wo~ld have no responsibility for providing 
alcernate assistance or jobs for ~he parents. 

4J The fourth flaw in the NGA's plan is that it retains the i11
advised policy of denying aid to children born to teenage mothers 
and to mothers already on welfare. While the National Governors 
Association plan does not requi~e states to adopt these dangerous 
policies, it would permit all states to go down this road without 
federal oversight or any effort to learn what the outcome 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. The 
Ca~holic bishops and Catholic Chari~ies have repeatedly opposed 
the "family cap" on princip:'e as well as on the empirical 
evidence. 

There is one element of the NGA's plan that they can endorse 
wholeheartedly: limiting cuts in the Earned Income Credit to not 
more than $10 billion over seven years. Scaling back both 
eligibility and the amount of the credit (as in the 
reconc~liation bill) wculd punish the very families that, can be 
role ~odels for fam~lies on welfare, 

Mrs. Daly closed with saying that the welfare debate has focused 
almost exclusively on personal responsibi:ity, with hardly a 
mention of, social responsibility, The Catholic Church, from the 



• Pope on down ~hrough the bishops, ~eaches that government must 
respect and guarantee ~hat individuals righ~s are respected, 
including the right to "suitable employment for all who are 
capable of it," to just and adequate wages, and to social welfare 
benefits when jobs are not available or people are not able co 
support themselves and their families. 

Mayor Cooner expressed that t~e governors' proposa: falls far 
short of protecting the needs of our most vulnerable citizens, 
especially our children. Among their concerns: 

, 

• 

The proposal repeals the basic entitlement of poor 
children and their fam~lies to income assistance. 
It compromises the entitlement status of food stamps by 
allowing the state ~Q 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 children would be thrown off 
Ifood stamps after four months, even if they have not 
been offered a job . 
.It provides states the option to 'convert funding fo:::, 
'foster care, adoptio:: assistance and independent living 
'frorr, an open-ended e::titlement. to a capped entitlement. 
This could mean that children in need of such services 
might not receive them. 
;It retains the weak maintenance-of-effort provisions 
con::ained in the conference agree:nent, by allowing 
s::ates to C\.:.t their share of welfare funding in the 
conference agreement, and thus allowing state to cut 
their share of welfare funding by 25 percent ($26 
billion from the systerr" over seven years) without being 
penalized. 
It cuts the Earned Income Tax Credit, which helps to 
make work pay; by as much as $10 billion, 

It is silent on the im~igrant assistance provisions ~n 


the confere~ce agreement which would penalize many 
newcomers, shift considerable costs to local 
governments and create administrative nightmares for 
program operators, 

Whi:e the nation's maycrs believe that our welfare system must be 
reformed a~d while they appreciate the bi-partisan effort the 
governors ~ave ~ade, they urge Congress to reject any we~fare 
reform proposals' which do net alleviate che concerns ou~lined 
above. ! 

I
The Conference of Mayors basic principles for welfare reform are: 

, 
the ava~lability of: jobs w~ich pay a livi~g wage, 
health care coverage and child ca-re; 

• 
provisions which encourage fathers to assume 
responsibility for providing both financial and 
emotional support to their children; 
welfare benefits sufficient to maintain a standard of 
I 
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I, 
~iving compatible with health and well-being, and which 
~emain available for a period of time determined by the 
eliene's need rather than an arbitrary time limit. 
a system based on incentive rather than punitive, 
measures. 

Mayer coop~r closed with a statement adopted from last month's 
winter meeting in Washington of the U.S. Conference of Mayors: 
'{Every American has the right to income support, adequate and 
affordable I housing, and basic nu~rition and health care. The 
federal government must maintain responsibility for assuring that 
these basic needs are met for every citizen, particularly 
childre!1, elders and the disabled. II A responsible federal 
goverr.:nent'will errbraced these ::;esponsibilities. Welfare reform 
which fa::ls, to meet them will fail the nati.on. 

Ms. weinstein of the Children Defense Fund opened her statement 
by saying the NGA welfare reform proposal has some profound 
shortcomings. These basic flaws include the loss of guaranteed 
income, nutrition, and child protection safety nets for poor 
children. the potential for states to walk away from their 
responsibilities to poor children, and misguided provisions 
pertaining to time limits, work requirements, child care, and aid 
to children with disabilities, CDF has opposed the abandonment 
of these essential protections for children when they were 
proposed in the Housel Senate, and conference version of H.R. 4. 
They oppose them now in the governor's plan, which modifies 
earlier bills by allowing state to maximize federal funding while 
minimizing state comtl'.itment.s. 

fu":.y welfare p~opoaal shculd be judged by its impact on ~he lives 
of poor childre~ 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 
che Sena~e·bill, and a 75 percent rather than 80 percent state 
maintenance of effort requirement I the NGA plan is in key 
respects more 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. 

Furthermore, she expressed two significant criticisms of the 
current wel:are system, which discourages earning and makes it 
difficult for two poor parents to stay together. The system 
discourages earnings by dropping cash and food sta~p benefits 
precipitously soon after parents starts work, and by dropping 
subsidized,chi2.d care and Medicaid coverage after a year. True 
reform should inclt;,de the following too:'s: 

I 

I 

quality child care, available en· a sliding sca:"e basis as long as the family's incorr.e is low enough to 
qualify, whether or not the family has ever received 
welfare; 



• kffective education, training and job placement 
programs (the If,OS:' success:ul progra:n operating now 
usually combine all these componen:s);, 
I 
~rnproved enforcement of child support orders and 
improved patcynity establish~ent (without penalizing 
the children of ffiothers maki~g a good faith effort to 
cooperate in seeking the absent parent), and 

expand earned income disregards that allow parents who 
work at low wages to con~inue ~o receive partial cash 
assistance and thereby ease the transition to work. 
Sta~es that have tried to improve disregards have 
increased the number of families whose cash benefits 
p,ecline because they have earnings. The Earned Income 
Tax Credit serves a similar puroose, and it is 
pisappointing that the NGA welfare document was willing 
to accept $10 billion in EITe cuts.
I .. . 

The NGA proposal ought to be judged according to that elemen'tal 
principle applied to the medical profession: first, do no harm. 
By adop~ing the provisions in the earlier bills that would plunge 
millions of children ir.to deeper poverty, the NGA welfare 
proposal fails ~he ~est. 

Q&A's to the Panel 

Rep. Ford addressed nlS first question to Ms, Weinstein of CDF. 
Do you believe that federal protection must be guaranteed? The• 

I 

Governors ,stated earlier that we should just trust the:n. How do 
we respo::d~ to Gove,rnors. Ms. Weinstein replied that King Geo=ge 
said to colonies a w~ile ago -~ we want the protection of laws 
if poor ch'ildren are eligible for assistance then they shou.ld 
receive itj" The Governors' bill gives you ne such guarantee, 

, 
He basica:'ly asked the same question to Sharon Daley, should we 
trust the Governors. She a~swered by sayi~g basic human rights, 
rights to iassistance, right to life, a:'.d rights to adequate 
heal th car:e must be guaranteed in federal 2.aw. Protection far 
basic human beings mus~ be written into law. 
. I . 

Ford questioned Mayor Cooper as to whether they had any input 
int.o the N,GA proposal and should welfare be considered a block 
grane. He answered by saying, no they did not, He continued 
that peopl,e are d:l.-vided along race, economic scale and where they 
live in this country and the federal governffient should not walk 
,away from its responsibilities. It would be wro~g. The federal 
government: needs to provide a guiding hand . . 
Nydia M. Velazquez gave her statement. She opened her statement 
by saying 'she did not know which nigh::mare was worse -- getting a 

• :light out:: of New York today to Washington D. C. or the ::ightmare 
of the NG~ welfare proposal. She indicated that this honest 
effort fal'ls short because it builds upon the flawed foundation 

I 

I 
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contained in the welfare proposal recently vetoed by the 
President,' Training and search assistance mear:. nothing wit.hout 
t.he 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 a 
vital prog~am like AFDC is unacceptable. 

: 
She was especially disheartened that the governors' proposal did 
not address the issue of legal immigrants--and she emphasized the 
word legally. The provisions in the vetoed cor-ference agreement 
were an insult to million of hard working immigrants. These 
mean-spiri~ed provisions would permit states to deny 3$1 ana Food 
S:amps to immigrants living in the United States legally, This 
proposal is un~air, unjust, discriminatory and un-American. 

I . . 
Velazquez continued that welfare reform should be a path to a 
better life not a dead-end street. "I support real welfare 
reform, but not without real job creation, not at the expense of 
children, and no:. on the backs of legal immigrants. The true 
test of a humane society is how it treats its most vulnerable 
cit~zens. : In short, I she believe the NGA proposal does not pass 
the compassion test." 

Q&A's wene! to Rep. Levin, and he started by saying that ~here has 
been a loc, of discussio~ about the contingency fund, maintenance 
of effort and other issues. However he would like to focus on a 
few issues not mentioned yet and that the committee may not have 
j~r~sdiction, such as medica~d and medicare. He asked Ms. 
Weinstein of CDF to respond to those provisions. She rep:ied 
that States can define eligibility for reedicaid and AFDC as they 
see fit, While it is likely chlldren will be covered, there is 
ne ass~rance in the proposal that once you get a job that your 
coverage will continue. For children over the age of 13 it is 
unclear if chey will be covered. 

Rep. Levin also said that although Food Stamps is not in the 
committee's jurisdiction, he hoped the committee would look at 
the proposal, 

Levin asked what happen to foster care. Ms. Weinstein replied 
that the NGA proposal allows for block granting all child 
protection services and this was of great concern to CDF, This 
denies the basic commitment to the concept of protecting 
children. , Rep, Levin further expressed ;:hat we need time to 
discuss the legal immigration provision. The governo~s did not 
take a position. 

Rep. Stark expressed that he did not trust his governor. . 
Furthermore/ he indicated that his Governor said if you cannot 
support your children this proves you are'an unfit parent and the 
kids should be taken away in two years and every time a kid 
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changes jobs in the state he counts that as a new job. The 
question he $ta~ed was two-fold: If a person in New York loses a 
Job and their benefits and then becomes sick, where do they go 
and who pays? Rep. Velazquez responded that they will go to the 
emergency room, and they must be treated. They city or state 
pays for the service. 

Rep. Stark. asked Mayor cooper if he was in a position to 
determine who is fit to receive benefits. He replied absolutely 
not. Stark also asked if New Jersey has a family cap. Cooper 
replied, Yes, but it has not changed behavior and does not do the 
state jU$t~ce, We have had a shift in the population and it has 
been difficult to determine the effect of the family cap. 

Rep. Matsui indicated that the war-ted to cover one point about 
the loss of the entitlement. He is concerned about the words 
"fair and equitable treatment." This is a major issue when yO',l 

are concerned abo~t accountability. Governor cannot get a free 
ride, Mayor Cooper responded tha~ having each state define the 
words fair and equitable add another level of bureaucracy on top 
of the bureaucracy we already have, To what extent are we 
willing to punish people for not obtaining their goals in life? 
Governors are talking about spending less money and cutting'more 
people from benefits. Welfare cannot be instituted state by 
state. 

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

Rep. Shaw closed the hearing by co~recting a statement ~hat CDP 
made that 1.:2 mil:ion children would go into poverty if the NGA 
proposal was instituted, He indicated that this nu~ber is based 
on the assumption that people would just be thrown off welfare 
and he believes that would aot be the case. Further, he 
indicated that Congress would watch the governors to ensure that 
they do what they are supposed to do. He hopes they will not 
,lose governors along the way, because there will be some changes 
to the current governors' proposal. We want people out of 
poverty. 
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TO: Interested Parties 

FR: HOlly BOde & Joe Warden 

RE: Feb. 21. Commerce Committee hearing on Medicaid reform 

DATE: February 21, 1996 

Below are transcribed notes from tOday's hearing. Six governors 
testified: Tommy ThOmpson fR·WII, John Engler (R-MIl, Michael Leavitt (R· 
UTl, Lawton Chiles (D·FU, Bob Miller (D·NVJ, and Roy Romer (D-COl. The 
Republican members in attendance were: Billey, .Bilirakis, Schaefer, 
Ganske, Upton, Tauzin, oxley, and Greenwood. The Democrats in 
attendance were waxman and Markey. 

OPENINC STATEMENTS 

• 
61i1ey: commend the governors for their bipartisan agreement. It 
provides guaranteed coverage to pregnant women and children, among 
others, It gives states more money than ever before, and provides an 
umbrella fund to meet any contingencies that might arise. The most 
valuable provision is state flexibility. Governors win, states win, and 
vulnerable Americans win because the program, under the NGA proposal, 
will be more responsive to their needs. 

Waxman: Trie date that the majority selected was not good for our 
members. It is a disadvantage to Democrats, whO will not have an 
opportunity to ask important questions. 

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

Last year, 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 example, the laCk of a definition Of disability, and dropping 

• mandatory coverage of kids over 12. The amount, scope and duration of 
services is undefined, as is the recipient's cost·sharing liability. There is 



• 
no definition of guaranteed coverage. This proposal would repeal Title 
XIX and consequently overthrows the body of Title XIX caselaw. It also 
removes protections against the abuse Of provider taxes and donations. 

: am glad that the Chairman has agreed to have more hearings, so 
that we can hear from the various groups that would be affected by this, 
suCh as children and the elderly. 

Bliley: This bipartisan agreement Is Important, and I commend the 
governors for all their hard work. ITo Mr. Waxmanl Last year, this 
Committee had more Medicaid reform hearings than you had from 1990
1994. 

The NGA proposal has been called 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. 

, 

• 

, 

Markell: I commend the governors for all their hard worK. But what does 
It mean to be covered under the NGA proposal? What does the 
guarantee mean vis a vis flexibility, amount duration and scope, and the 
lack of a definition of disability. A "flexible guarantee" is an oxymoron, 
liKe "jumbo shrimp." In Through the Looking Glass, Humpety Dumpty 
said "Words mean what I choose them to mean." This plan exists In a 
"LooKing GlaSS" world. What about spousal impoverishment, or financial 
protection for adult children of Medicaid-covered nursing home 
residents? 	 , 


I

Schaefer: I give gracious support for you and your work. This is an 
excellent time to, go forward. 

" 

GansKe: I 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, I am ,;ure that 
governors will repeal those provisions of the plan in their individual 
states. I hOpe my colleagues will examine this issue very closely. 

lilltQn: we 	must make existing plans better. However, we may be 
creating a new entitlement program with this NCA proposal, wh Ich we do 
not want to 	dO. . 

Tauzin: I am here to listen to you. Congratulations on your proposal. 

• 
oxley: I wililask questions about long term care later. 
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INOTE: Greenwood came to the hearing late, and did not make an 
opening stat~mentl 

COVERNORS' liTATEMENTS 

ThOmPson: we nave been meeting since mld·December, We agreed not 
to use words and phrases sucn as "individual entitlement" and "block 
grants," 

congressional action, court decisions, and changing demographics 
have all 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 
employment and training reform as soon as possible. Our 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 
detail, and we would like to supply more. 

It is urgent that the Congress act ASAP, If it does not happen now, 
it could be another 2-3 years. If Congress doesn't move, states will suffer. 

I , 
Miller: This is a unique 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 Medicaid. , . 

I 
The states and the federal government must guarantee coverage to 

pregnant women, kids under 6 under 133% of poverty, kids 6-12 under 
100% poverty, the elderly and the disabled. State must have flexibility. 
They must be protected from economic downturns, the federal 
government 'must uphold its financial responsibilitvto the states, 
Bipartisanship is essential. 

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

The NGA proposed formula would allow states to choose their base 
year (1993, 1994, 1995); the grOwth formula would be updated annually, 
and Would reflect population changes and inflation. There Is also a 
special grants program for immigrants, and an umbrella fund to protect 
states. 
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This prbposal is a hard-fought compromise, and is guarantees 
coverage. I . 

Chiles: We have come here today to present our best attempt to reform 
Medicaid. It'does 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 . ., 

It guarantees individual coverage; with few exceptions, those 
eligible today will remain eligible. It is important to retain the safety net. 
States need the flexibility to tailor the program to fit their needS, but we 
don't want flexibility to Slash the program. There are two key principles: 
flexibility and a federal-state partnership for financing. 

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

we must ail work together. 
I

Engler: we must have Medicaid reform. The NGA proposal creates a new 
law .- an entitlement to states, who promise to guarantee coverage. 
There Is no right to federal 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 
wi II free states from waivers. 

, 

Romer: IGo~. 
, 

Romer drew a diagram of the financing mechanism.l 
There is still much to be Clarified: 

-we must address amount duration and scope, as the guarantee of 
coverage is meaningless without it; 
-we have much to do to define disability; 
·Reduc'ing the maximum state share from 50% to 40% is probably 
not gO,ing to work. . 

, . 
We have to tone down our rhetoriC, and compromise. For example, 

I believe that kids 13·18 should be covered. but I had to compromise. 

QUESTIONS/ANSWERS 

Billev: 
I

D: Governoft Thompson, what was the key to resolving thorny issues? 
A: we had to be bipartisan, not use buzzwordS and phrases like "blOCk 
grants" and nothing was agreed to until everything was agreed to. 

1 

D: Governor Chiles, how WOUld you implement an agreement that 
contained the essential elements of the NGA proposal? 

. 

I 

1 
I 

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

0: 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 so rapidly. 

I 

waxman: 
I 

0: The funding formula has four components: base year, growth 
amount, special alien grant, and the umbrella. Are the umbrella and 
growth amount uncapped? 
A: (ROm en Yes. 

0: Do you all agree? 

A: (LeaVitt) The umbrella Is uncapped, but the growth limit is capped. 


Q: IS growth based on enrOllment? 

A' (Romer) It is based on a per person calculation. 


,, 
Q: What happens if the growth estimate is too high, and states are given 
too mUCh money? 
A: (Romen states get to keep the excess. 
A: (LeaVitt) States must spend their matCh, and excess funds must go to 
program exp;msion. 

Biilrakis: 

Q: What health related priorities have your states abandoned because of 
federal mandates? HOW would the NGA plan adClress this? 
A: (ThOmpSOn) In Wisconsin, we have a cadillac plan. We want to change 
to a BuiCK plan, aM use the savings to expaM coverage. 

Q: If you Change from Cadillac to Buick coverage, you would still have 
good coverage? 
A: !ThompSOn) Yes. 
A: (Leavitt) we want to go from vw coverage to caClillac coverage in 
utah. I 
A: (Engler) With reforms, we could cover an additional 30,000 kids, and 
expand home health services to the elderly. we cannot lOCK In costs 
from the current failing system. 

Schaefer: 

Q: Are dOllars to states controlled by governors or state legislatures? 
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A: !ThOmpSOn) we haven't gotten to that detail yet, but prObably every 
state will go~tnrough their legislature. 

I 
D: Under tne current system, some states get more money than others. 
Does the NGA proposal make any attempt to even out funding? 
A: (Romer) DSH is not in the base. It will increase each year, up to 12% 
of a state's total MedicaiCl expenClitures. 
A: (Leavitt) Questions of formula are difficUlt. Our formula tries to 
remeCly disparities. 
A: (Miller) The basic answer to your question is "NO: 
A: !ThOmpson) DSH is in the base .. that's NGA policy. 
A: (Romer! The reason I see DSH as separate is because the umbrelia fund 
pays on a per person baSiS, and you cannot inClude DSH in the umbrella 
calculation. 

waxman: 

Q: IS DSH in the base? 
A: (Romen DSH is in the base for purposes of calculating the annual 
growth rate .. But it is not in tne base for purposes of determining the 
per person l!mbrella payment. 

I 
C: HOW does·DSH grow? Inflation, or some other factor? 
A: (ROmer! we haven't discussed that detail. we are trying to control 
DSH.; . 
A: (Engler! There is 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.' 

• 

Ganske: 

Q: HOW many of your state legislatures are considering bills to curb 
abuses in managed care? Ifour 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: (Romer) States Should have flexibility, but HHS should approve. There 
is some rOle .that a national body can play to ensure that the deal is kept. 
A: (Engler) HHS could be downsized considerably under this plan .. we 
could get Tid of HCFA. Micro·management by WaShington bureaucrats 
have added billions to the program. 
A: (Leavitt! The Secretary should monitor states to ensure that me 
money is being spent properly, 
A: (Thompson) we have to file amendments to change our Medicaid 
programs. We must streamline this process., 

Upton: 
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Q: What is the expected budget shortfall for your states under the 
current Medicaid system? 

I 
A: (Engler) The state of MIchigan Is spending 5320 million on Medicaid for 
Fiscal Year 1997. To meet this amount, the state is diverting funds from 
other programs, such as education, in order to receive matching funds. 
A: (ThOmpSOn) The state of Wisconsin currently spends 5125 million on 
Medicaid annually with an Increase of 10% every year. 

I, 
0: what changes are you prOPosing on the financing aspect of the NGA 
Medicaid plan, specifically, on state matching funds? , 

A: (Tnompson) The states' Share WOUld drop from 50% to 40%. 

I
Waxmil.!:t 	 I 

: 
Q: The reduction In amount the states would pay could add up to be a 
reduction of 5214 billion in state funding over seven year,;. Obviously, 
the states have the ability to put in much less money. This COUld very 
well lead to a real decrease in services. 

A: '(Engler! Not all states are at 50% matCh, some are below 40% today. 

Q: The NGA plan has the states own matching contribution reduced, 
while the minimum federal matChing contribution will Increase from 50% 
to 60%. 

A: (Engler) Even more money could be saved if "Washington stopped 
micro·managing" the Medicaid program and "cut out [the] bureaucracv." 

, 

A: (ROmer! the NGA funding formula was based on the premise that any 
savings acnieved WOUld be designated for nealth care programs. 

Tauzin: 

0:·1 am curious about the speCifics .of the Insurance Umbrella coverage in 
the NGA Medicaid plan. 

A: (Leavitt) The Umbrella coverage in the NGA plan is based on projection 
versus occurrence and WOUld be updated on an annual basis.. 
A: IRomer! In most cases the insurance umbrella wil! be used in case of a 
economiC recession in a particular state. 

Oxlev; 
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0: IS repealing provider taxes going to require states to impose new 
taxes to help pay for long-term care? 

,I ' 

A: (Englen I do not think the states would have to Impose new taxes to 
make UP the difference. I do not think the Federal government shOuld 
be concerne'd with what taxes the states Impose. , 

; 

A: IROmer) The states would achieve savings through the flexibility that 
the NGA program would provide; we need to be efficient. , , 

, 

A: (Engler) Even more saving could be achieved through emphasizing 
administrative savings. ' , 

Greenwood: I 

Q: What comfort could the Governors provide to advocates for the 
mentally ill? 

A: (Miller) Any state plan must be approved by the secretary of the 
Department of Health and Human Services and the states will have the 
flexibility to possibly enhance services for the mentally ill. 

Q: Have YOU proposed any legislative strategy? 

A: (ThOmpSOn) we have three main issues we want to see passed by 

Congress and signed into law by president Clinton. They are Medicaid, 

welfare reform and employment and tr::lning legislation. 

We feel It is very Important for these three bills to be passed and signed 

into law by next month. 


A: IRomen I believe that Medicaid shOuld be incorporated into the 

budget bill. , 


A: (Millen I think it would benefit Congress to start from scratch. we 

(the Governors] were not able to get anything done until we cleared the 

table and eliminated partisan buzzwords and worked in a bi-partisan 

fashion, 


waxman: 

Q: I fear that the end result of the this plan will be less Medicaid funding 
for vulnerable people. I also fear that millions of people who now have 
Medicaid coverage, will have less or no Medicaid coverage at aiL If the 
NGA plan repealS Title XIX, it repealS a provision which exempts adult 
children from paying nursing home costs for their disabled parents. 
don't want that and I don't think the governors want that either. 00 

i ' 

I 
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I 
<YOU? 
i 

A: (Romer) Our plan does not repeal Title XIX, but instead addS a new 
title, The NGA plan is a work in progress and we will add whatever Is 
necessary tOI 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 Federal/state partnership 
that must be very specific on the rules. Let me add that under the NGA 
plan, the disabled may not be covered and 13·18 year olds may not be 
covered. 

A: (Millen The base and growth funding provides the gll~r'ntee that 
anyone currently covered will continue to receive benefits. 

Markey: 

Q: I am concerned in funding reductions at both Federal and state levels, 
I am also concerned in the funding formula where the Federal 
percentage is higher but it is the states whO receive great discretion in 
administrating the Medicaid program, I do not feel it is right to eliminate 
individual suits on benefits in Federal court, Since the federal 
government provides most of the funding, the federal government 
shoUld have more influence regarding POlicy changes, 

A: IChileS) me current system is out of contrOl, increasing at a rate 
between 10% and 20% a year. In addition, the current system does not 
provide the states with the flexibility needed to provide coverage for the 
working poor. 

A: (Leavitt) The federal government created the Medicaid program, but 
now the program needs to be fixed. The federal government wants a 
partnership" 

MarKey: 
, 

Okay, but not a Silent partnerShip, 

i 
Chairman Bliley closed the hearing by thanking the Governors for their 
time and efforts. The Governors promised to respond to members 
written requests and also to possibly return at a later date for additional 
hearings, 
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RESTRllCTURING MEDICAID: THE GOVERNORS' PROPOSAL 

i . 
Good n10rning Mr. Chairman and members of the commiCtee. We appreciate the 

opportunity t~ appear before you today on behalf of our colleagues. the nation'~ Governors, to 

discus;,: the reLlts of our recent efforts 10 develop a proposal to restructure Medicaid, We are, 
I 

pJeased to rep~)rt that the proposal we will outline today was adopted unanimously on February 6. 

ai the Win!er:meeting of the National Gt.wemors' AssoCiation (NGA) here in Washington and 

rep~sents th,Joffida; policy of our organlZ.Jtion, This is a most important time Our charge :.i~ 
r 

elected official;; h difficulL American~ expect diSCIpline in federal and state spending, and we 

have !he re'~n'ihili!Y !o assure that the· funds we spend are spent wisely and that they produce a 

, 
cost~effeClive return 011 investment in no area is such a need greater than in publkly funded 

health care. 

BACKGROU~I) 

For mO~l' of (he last decade, heJllh care: expenduUfes in the United States huve r<lr exceeded 

overafl.growl~ in Ihe US economy And while rnedical inflation is declining, public and 

privately fundrd health can: co~iS conti nUL" !O limit lhe long term economic growth of the naHul! 

I
For Stales, th1 primary fmpa(l of he;.dlh cafe COS(<:. on ..tille nudget:; has been m the Medic:lid 

• 
program, Ann~al Medicaid growth over thc lu.. ' decade has been well in execs), of 10 percen!, 

and in h;df of~lhOSC ycar$ annual growth approached 2() percen!. Determining the causes of such 

unbridled growth is difficult. However. major conlribu!lI1g factors include: congressional 

expanc,ions in the program, coun ueC!',i~ll1" limiting the stutes in their ability to control cOsts, 

I 
polley deciSIOns by ~tate$ ITWxJnllzing ft'dt'I'JI fmancing of previously state·funded health care 

I . 
! 

program:,., and changmg demographic" 

I
Resmwrg the growth of Medicaid I;' no ea~J task, Medicaid is the primary source of health 

I 
cure for low i1ocome pregnant women and children, persons wilil disabilities, and the elderly. 

, ' 
' ,

Thts year, slatr~ and the federal government combined will spend more tban $150 billion in this 

I 

I 



I 

• 
progr~m prov~diltg carc to more than 35 million people, The challenge for the nation, and 

Governors as the stewards of this progmm, is 10 redesign Medicaid so that health care costs are 

more dfectively contained, tho~ that truly need health care coverage continue to gain access to 

that care while gIVing states lhc needed flexibility to maximize the use of these limited heahh 

c:lre dollars to most effectivelv meet Ihe needs of low income IOdividuuls. , 
, 

THE NEW PROGRAM 

I 
\Vithill the ba,lanccd budget debate. a number of alternatives to Ihe exisling Medicaid program 

I 

huve been p;o'posed. The following outlines (he NGA proposal. I! blends the best aspects of the 
I 
I 

current pro£1am wilh congressional and Oldministration alternatives toward achieving. a 

;meamlined ,a~d :a,ale~flex;ble heahh care syqem that guarantees health c~lJe to our most needy 
I 

citizens. Since the pmposal wa~ unveiled on February 6th. We bave had a myriad of questions 

L 

• 
concerning Ihe dcw-ib of Int proposal. Some of Ihose qllestlOns have been answered others 

remain unresolved. It IS nOt our intent lOday. 10 pur forth ,a completed proposal with all of the 

"I'~" cloned and ''T's'' cro%cd. Rather, Ihi, is an oUltinc and a working document thai is mean! 

1(1 be refined through i1 prQCe.~\ o-f pu!:lli~' examination. 

Proj!ram Goals. The NGA proposal i.\ guided by four primury goals. 

I 
• 	 Th,,' b<':~IC health care rlcc.d~ of ,h!,' m.ilion'~ most vulnernble POpululions must he ,,,

guaranteed.
I 
!

• The growth in hcahh care cApendit\Jfc\ nw!.! ~ brought under control. 
, 

• 	 Slahc;; ~US! have maximum Oe>:ihi!ilY in lhe dc»ign and implementation of cos(·effec!ive 

I
"y!'>tem» of c;.m;. 

, 
• 	 State~ mu~t he protectcd from unamiclp3!cd program cosH; re~ultiflg from economic 

OUClU3liom in thc busine."~ cyclr:. changIng demographics ilnd naluml diSilstcrs. 

• 

2 




• 
Eljgibilil~'. Coverage rem,lin~ guaranteed for , 

,
• 	 Pregnant women 10 133 percent of poverty. 

• 	 Childreh to age 6 10 133 percenl of poverty. 

, 
• 	 Childre~ age 61hrough [210100 percenl of poverty. 

• 	 The elderly who meet 55! income and resource standards, 

• 	 Per~on~iwith disabilities as defmcd bv the state in lheir SIaie pbn. States will have a fund .. . 	 I • 

M!I-<ISid~ requiremt!nl equ:!.! to 9(1 percent 0: the percentage of to!al medical ilssil:tunce 

fund", p~id in FY J99~ for persons with disabililies. 

• 	 Medicare. cost sharing!Of Qualified Medicare Beneficiaries. 

• 	 EI!her: 

lndividuah. or families who meet CuNent AFDC income und resource standards 

(:-;_!:Jotes wilh income sl:mdard~ higher than the national average may lower those 

:,,!imdards 10 lhe nalional ;l\:erak!c.); or• 	 ~I>l:te.\ cao ruo <l ",jogl.;: ebginililY ).y).!em for individuals whQ are eligible for J new 

welfare program a'- dcfmd hy Ihe stille. 

Con).is\cnt with thl.: ).tatu:.:: adequacy of the state plan will be determined by the 

Sctf~!ary of HHS. The Secretary "hould h;)\'{: illime certain to act 

CO\'l'm.!!~ rcmain:; optiona! for: 

• 	 AI! OIhcf optional group" m the current Medicaid prognlnl. 

• 	 01her individual;. or familie~ a" dcfln~'d by the Male bm below 275 percent of poverty. 

Benefit", 	The following benefit;.. remain puarameed for the guarameed populations only. 

Inpatient and outp,uient ho).pit.al ~cf\·i(c;... ph~\~ici,m ~ervices. prenatal care, nursing 

faci!ilY service!., home health care. rami!y' planning: services and supplies. laboratory 

• 
tind A-ray :;ervkes. pedlatric <lnd f<lmily nurse practitioner services. nurse midWife 

ftcrvicc!.: ;;nd Early and PCfHldic Screening, Dia,gnosis and Treatment Services. (The 

http:ho).pit.al


• 
"f' in EPSDT i:;; redefined so that U $!ate need not cover all Medicaid optional .'icrvices 

forchHdren.) 

At a minimum:, all other benefib defined as optional under the current Medicaid pr(,gmm would 

• 


remain optional and long lenn care option!' significantly broadened. 


Stule~ have complete HexibiJilY in defintflk! :HTIOUm, dunnion. and scope of service;-;. 


Prh'ate RiJ!ht of Action. The fonowing are the only rights of action for individuals or ciu:;'scl
, 
for eligibiliiY ~nd benefits" All of the!>e fcutuff'S would he designed to prevent !'Iates from having 

t{) defend agai;lsl suits on :Iigibility and henefit$ in federal couri. 
, 

• 	 Before (aling action in the state courts, (he individual musl follow a Slate administruIlvc 

appeals process. 

• 	 States must offer individuals or cla\\cs a private right of action In the Sl(lIe court:> i.,i\ a 

conditloll of p<lrticipation in the program. 

• 	 Following m::lion in the \{ate cour1\. an indh'idual or class could petilion the U.S, Supreme 

• 	 Indepcnpenl of any \tatc judicial fl!tncdy. the Secretary of HHS could bring aelion in the 

,
federal cuum on beh:llf ('If individuab {If etu\ses but not for providers or health plum"

I . 
• There \hould be no pm'ate right of :l~ti(m in federal court for providers or heulth plnm.. 

, 
Senicc J)clivcQ', Stale:> mU~l be ..hlc to u~t: all a\'ail:lblc heallh cme delivery sy:>tems for these 

populaliom ~:ilh(1ut any spe::ial pcrmi~ ..inn from lhl' federal government. States mu>;t nol have 

fcdCf:llly impm.ed limits on the number of hcnd'ici'lfie\ who mny be enrolled ill any network, 

Prtwidcr Sill"ndurds and Reimbursement .., Slale~ must have complete authority 10 set all 

health plan :lnd provider reimbur ...ement ra!C'.\ withoul inlerference from Ihe federal governmeOl 

or IhrCJI of· legal action or the pfO\'icer Or plan The Boren amendment and other Boren-like , 

st<.lHJ10ry proJ'isions mu;" be rcpealed. "One hundred percenl reasonable cost reimbursement" 

muSI be pha~ed out over a two year period for federally qualified health centers and rural heJhh• 	
i 
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• 
dinics. States mu.'! be able to set their own health plan and provider qualifications standards and 

be unburdcnc<;i from uny {eder<l! minimum qualification standards such as those currently set for 

obste[rician~ and pediatriciam. For the purpose of the Qualified Medicare Beneficiaries 

• 


program, the states may pay the Medicaid rale in lieu of the Medicare rate. 


Nursing Home Reforms. Suites will abide by the OBRA '87 s.tandards for nursing homes. 
, 

State~ will hu~'e Ihe flexibility to determine enforcement strategies for nursing home- standards 

JOC will include them in their stale plan. 

Plan Adminllitration. Slates must be unburdened from Ihe heavy hand of oversight by the 

. 
Health Care Financing Administration. The plan and plan amendment process must be 

streamlined 10 remove HCFA micromanagement of !<ilate programs. Oversigh= of state activjtie~ 

by thc Secretary must be qn:amlined to assure that federal imervcmion occurs only when a Slate 

fails to comply sub"tantj,llIy with fedewl Sta!l,llc~ or itf, Qwn plan. HeFA can only impose 

disallowallccqh:ll are commcn~ur.Hc with lhe ,;iz.e ortne violation. 

Thi:. program should be written undcr a new (ille of lhe Social Security Act. 

Provider T"~cs and i)onutions. Curren! provider (v'- and dQlI:liion restrictions in federal 

statu(e:~ would , he: repealed. Current ane pending .,tale di~putes with HH$ over provider taxes 
,, 

would be di:.cnnlmm:d 


Finandnj.!. 13;lch ,..Iat~ will h;lH: a maximum federal a!locallon thaI' provides the state with the 


financia; capacity 10 covcr Mt{hca!l.i.t:nrolkc." The allocation is ilvailable only if {he "Iate pUL, 


up a mutching,pcrcentage (meumdnlogy In he dtfined,j The allocation is the sum of four factors; 


h:Jsc allocallon, growlh. special gram:. t~pccial gran!:' h<.lvc no stale matching requirement) and 


an insurance umbrel1a. describ<:<.l a.. foUt,\\,'J< 

I, 

L 	 Bu~c, 1n detcrmining ba:.t:; e_rc:nditore", H Mmt;: may choose fmm the followinli ~ the 1993 

c..pendiwrci., 1994 expendllufe;.. or 1995 expenditures. Some states may require special 

provislon~ 10 correct for anom;1lic\ in their b;1SC year expenditures. , 
i 
I• 	
, 

http:commcn~ur.Hc


• 
., Growth" ~iS is a formula that accounts for estimated changes in the I'tate 's case load (both 

overall £r~wth and case mi;\) and an inflallon factor. The details of this formula are lQ be 

determined. This formula is calculated each year for the following year based on t~e best 

Available data. 

3. 	 Special Grants, Special gran! funds will be,made available for certain states 10 cover i11t:gul 

aliens and for certain states to assist Indlun Health Service- and relJterl facilities in the 

provision of health care to Native Americans. Slates will have no matching requirement to 

gain access 10 these federal funds. 

4. 	 The Insur~nce Umbrella. Th!;.; insurance umbrella is deSigned to ensure that s1ates will gct 

access H1 additional funds for certain populations if, because of unanticipated consequences, , 

• 

Ihe gfflwth factor fa~ls \0 accurately e'\timate the growlh in the population, Funds are 


guaranteed on a per-bent;:fldllry ba:-:b for those de:;cribed below who were nm included in Ihe 


.e~t!mil1e!\ of the base and the frowth. These fund;;. are an entitlement to stutes and not sub,iect 
, 
to unnual approprialion~. 

I 

Poplllation.~ tmd Senefi[\.. Acc-c~\ w thr insurance umbrellJ is availnble to cover {he COSt of 

, 
can: for ~olh guaranteed and op!lonal benefit;.;. The umbrelJJ cover~ .ll! guamnleed 

populalion~ and the optional p{lftion of IWO group~-persons with disabilities and Ihe 

elderly. 

Acccs~ 10 the Imuranc( Umnrcl!;J. The in:.urance umbrelln is available to n stale only after 

the following conditions arc mel 

51,lies must have u~ed up olher .wadable b/.l~c and growth funds thai had not been used 

bcca\l~t.' the estimated popUlation in the ~rowth and base was greater than the actual 

pOpllla!ion served. 
I 

Appropri;ltc pro\iISlOn~ v..,lll Ol! eSlablished 10 ensure that slate~ do not have access to Ihe 

umbrella funds unless tht!fC L~ a demolUilrable need. • 



• 
5. Matching Percentage. With the exccp{ion of Ihe special grants, stales must share in the cost 

oflhe progmm. A 1'latc's matchint; conlributiuli 1l'l ihe program will not exceed 40 percent. 

• 


6. DiI'DWP0r1ionate Share HQ8pital Program. Current disproportionate share hospital spending 

I 
will be included in the base DSH funds must be spent on bealth care for low income people. 

I 
A state will not receive i:!fOwth on DSH if these funds tonSiltLite more than 12 percent of 

I 
total program expenditures,

I 

P~o"isions fo~ Territories. The National Governor .. ' ASf>ociation sfrongl~' encourage:; Congresi, 

to wori-: with the Governors of Pueno Rico, Guam, and other territories towards allocating 

equitable federal fundmg for Ihclr medical ;lSslstancc programs. 

CONCLUSION 
I 

We beli~ve thnt thi~ propo~al mcels our four go~ls, The basic health care needs of the,, 
nation'!. most, vulnerable population:- would be ~uar;mteed_ The growth in health care 

I . 
expenditures :would be bf{~ught under control. States would have maximum flexibility in the 

design and ioiplernemation of cosl-effeCli\e :-.ystem.. of care. and stales would be protected from 

unanlicipaled program COSls r6ul!inf! from econ<lmic fluctU.:uions in (he business cycle, changing 

demographics, and natuml dl.~as!en 

We would like to thank you ~lL Ch:Lirman and member~ of the c:ommltlee for gIving us Ihe 

(JpporfUnilY I? appear before you t~day 1t) offer our proposal to reqruclurc tbi;.; most important 

I 
program. Be(ore an~werjng quc.~lions......e would like 10 leave you with the following thoughts. 

I 

.. ~im, fhile we focu~cd today on Medicaid, it is crilical Ihat Congres~ pilS~ and the , 
President ,~;gn the three major hiH~ of welfare reform. M!!dicaid. and employment and 

I 
training during the nexl month. States must have the ability 10 enact budgels thai fully 

intr:grate these Ihrel" proglam:- In order It1 provide cost-effective ser\'icc:~ thaI asslst in 

moving people from wclf;trc 10 W(lrt... 

• 
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• 
• Second, both Repubbcan and Democratic Governors support significant changes in the 

, 
Medicaid pwgram, We believe it is possible ((I reslructure the program in a way that leis 

: 
states in:novate while we continue 10 meet the needs of our most vulnerable citizens. Our 

hope IS :hal we have provided you with n framework you cu.n use to make these cbanges. 

We also; hope that you will me the same bipartisan approach that we used in developing 

our poli~y. 
I 

• 	 Thud, w~ are preparee iO work v;lln you it!' soon as pu$sible to convert our principles into 

legislatiYC language. We know the importance of making these changes because our 

budgd~ are at stake. A Medicaid reform proposal that is (;onsistent with the principles we , 	 . 

have inct~ded in our polICY will reee!;,e biran;"an suppan (rom Governors. 

• 
• Fin<llly; we would like 10 :<.ay (hal there h, an urgency that you enact thi!. legislation Qver 

the nc,,: month, Your window of opponuni!)' is very small. Shortly. you will need [0 

begin dlc~b~dget procc~s for ft~ca! year 1997. '!'Ie are concerned that, failure to act now 

, ! 
me<lns tn;H thb is unlikely 10 nappe-n for IwO 10 Ihree ycurs since next year is an election 

year. Slates :.-pcnd pn <1\-erage annul 25 percelll of their own state money on welfare and 

Medicaid :~md many Governors have incorpormcd reslruc!ured program:. into their fiscal 

, 
1997 bud!;eL We encouf3j!c Cfln£-n,:~ .. to tu~e action consistcnt with our proposal. Failure 

(0 do so could cause major problem:. in a number of slate~. 

Once again, Ihuok , y()tJ for your '-IHenlion We arc happy 10 answer allY questions. 

• 

R 
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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 

I
Below are transcribed notes from tOday's hearing, Six governors 

testified: Tommy Thompson (R·W!), John Engler (R-MJ), Tom Carper (D-DEI, 
lawton Chiles (Q-Fll, Bob Miller ID-NVl, and ROy Romer 10.(;0}. The 
Republican members in attendance were: Roth, Chafee, HatCh, Simpson, 
Gramm and NiCkles The Democrats in attendance were ROCKefeller, 
Breaux and Cu, ,rad, 

, 
OPENINC STATEMENT 

• 
" Roth: Tl'1anked the governors and appreciate their extraordinary 

contributions to Medicaid and welfare reform. The governors are here 
tOday because their work was not completed after the NGA unanimously 
'approved both Welfare and Medicaid reform on February 6, Nor will 
their work be completed after today, There are many tough choices 
ahead, for both Democrats and'Republicans, Medicaid reform is welfare 
reform, Medicaid is thelargest part of welfare reform, The NGA 
proposals will end the cyCle of dependellcy, Medicaid is part of the 
formUla for returning people to work, These proposals can provide a 
fresh start for,Congress and the President, I look forward to working on 

, th' , .IS, 

, 

I 


COVERNOR$' STATEMENT!! 

Thompson: An hOnor for Democrats and Republicans to have an 
opportunity to diSPlay 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 entitlement" and "block grants," Instead. we 
referred to them as program X and program Y. 

• 
we reached a bipartisan compromise working togetner on Medicaid 

and welfare reform, The welfare reform plan will put more people to 
work, While alSo providing much needed flexibility to the states. 

, , 
, 



• 

Medicaid will provide guaranteed coverage for our most vulnerable 

people. Tax dOllars will be spent in a 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 so they can get their 
programs and their costs under control. It is critical that congress passes 
and the president signs welfare, Medicaid, and employment and training 
reform as soon as possible. 

It is urgent that Congress acts immediately. If it does not happen 
now. it eQuid be another 2-3 years. States spend between 25%-30% of 
their budgets on these programs. The current system is inefficient and 
broken. If Congress doesn·t move, states will suffer. 

Miller: we are providing an outline for Medicaid and welfare reform 
proposals. vve have idemified a principle to reaCh a compromise and 
successfully Graft a blueprint of a plan that has the unanimous support or 
the NGA. Medicaid reform could help resolving the budget problems at 
the federal level. 

• 

• 
The states and the federal government must guarantee coverage to 

our most vulnerable people. State must have flexibility. And costs need 
to be brought under control. In my state of Nevada, Medicaid costs have' 
increased from $181 million in 1991 to $450 million in 1995. States must 
be protected from economic downturns; the federal government must 
uphOld its financial responSibility to the states. The NGA proposal can be 
improved, but the important point is that this is a compromise. 
BipartisanShiP. is the compass to guide us all. 

, 
Engler: These! proposals are a step forward and lay the groundwork for 
the future. The current system holds people down, punishes parents and 
thE: working poor while rewarding women whO have children out of 
wedlock. We must return the responsibility to Where it belongs .. at the 
state level. The NGA welfare plan used the conference report for H.R. 4 as 
a starting point Work is required in our plan and we look to the private 
sector for the best jobs. we also want the flexibility to strengthen and 
expand the program. The NGA plan has a family cap, raises the hardship 
extension and provides funding for Child care and transportation. We 
have a plan that promotes responsibility and protects Children . 

,• 
We need a more efficient program. I have caseworkers in my state who 
spend 80% of their time pUShing paper and only 20% of their time with 
clients. This is unacceptable. 

• 
Carper: We nave 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 



• plan doubles the contingencyJund, provides flexibility for states and 
contains a performance bonus which rewardS successful state programs. 
we urge Congress to pass child support enforcement. We also ask the 
Senate to restore funding for child care. The work participation rate 
provides for 25 hOurs per week rather than 30 or 35 hours. 

Chiles: we have come here today to present our best attempt to reform 
Medicaid. It is an outline of what governors thinK the future of the 
Medicaid program Should be, and we know that it can be Improved. 

Our plan provides a guarantee of eligibility to the Individual. we 
maintain the strength of current law 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. States need the flexibility to tailor the program to fit their 
needs. We hope that will enable usto expand the safety net to the 
working poor,whO, by and large, have no health coverage today. 

• 
Our entire compromise is constructed around two fundamental 

principles: flexibility·and a federal-state partnership· for financing. 
These two principles must be linked. You cannot have true flexibility 
with a federal partner that can bail-out in the tough times. And. YOU 
cannot achieve the savings YOU need without allowing states the 
flexibility to run the Medicaid program more effiCiently. 

The umbrella fund is an entitlement _. it is not capped or 
appropriated: States must nave,adeQu~te resources. 

Romer: IGov. Romer drew a diagram of the financing mechanismJ 
This Is the basis of the NGA proposal; it IS a I,"ork in progress. The 
allocation is the sum of four factors: base allocation, growth, special 
grants and an insurance umbrella. The umbrella is for unanticipated 
situations that reQuire addition funds on a per-person basis. The speCial 
grant funds are for Native Americans and illegal aliens, The states have 
the flexibility of using excess fundS in their growth allocations on other 
programs. 

Englee; My state of Michigan is ready to transform Medicaid. In 1980, 
Medicaid was eight percent of my state's budget. NOW, it is 20% and by 
the end of th,e 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 will 

• 
negotiate the appropriate legal process with the Secretary of HHS. The 
NGA plan will' free states from waivers . 



, 
QUESTIONS/ANSWERS: 

(Although not inCluded in the Q & A below, every member thanked the• 
, 

NGA for their involvement in the budget process. 

Roth: 

0: The welfare reform conference report would save 56·10 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: (Carperl It is unclear whether we can modify our proposal in this 
regard, We didn't tOUCh the illegal allen issue, clearly there are savings 
there. Governor Chiles has a strong interest In this issue, The NGA plan 
added costs of $4 billion for child care funding and 54 billion 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, health 
insurance and transportation to work for welfare recipients, Also, the key 
for the NGA is; in putting policy forward, not getting CBO'ScOring. 

, A: (Engler! Governors were not unanimous on tne illegal allen issue, Also, 
we could get more savings out of the EITe provision, Again, the key for 
the NGA is pOlicy; we know our plan will save money over time, 

, 

• Breaux: 

6: The SOlution on welfare and Medicaid must involve a sharing of 
benefits, burdens, and costs, But, the NGA plan includes a S2 billion 
contingency fund and a S4 billion child care fund, neither which appear 
to require a state matCh, This Is not a sharing Of the benefits ana 
burdens, 
A: (Chiles) The Governors are all trying to take persons off of welfare, A 
Florida demonstration has been succe:.sful but it costs more than welfare 
to Keep people off the rOilS because, of Child care and health care costs, 
The state already pays for a lotof this child care, but states can't do it, 
without some federal dollars. 

Q: Could a state spend less on contingency fund and child care in 1996 
than 1995, redUCing the state Share of costs but not the federal 
(malnterianc~ of. effort>? , 
A: (ThompSOn) Under the current system, when states reduce welfare, 
through putting people to work, they get less federal money, So, states 
need flexibility to change the system. However, if state spending goes 
down, federal spending should go down. 

• 
A: (Millen The answer to your Question Is tnat the contingency fund 
requires a state match while the child care funding does not require a 
state matCh, The child care funding was Included in response to 



advocacy groups that felt the H.R. 4 funding level was too lOW. 

• Chafee: 

0: Did the NGA proposal deal with the illegal alien issue? 
A: {Engler) NO.; 

0: Will the NGA work with Congress on this issue? 
A: (Engler) Yes.; 

0: The senate version of the welfare reform legislation reQuired a 
maintenance of effort on chllC! care 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: (Engler) Our plan includes a match all contingency fundln" as well as a 
malntenar.~: of effort. It :oes not incl'..!de these for child care funding. 

I 

0: under' your'plan. adoption and foster care assistance remain an . 
entitlement. Other Child welfare programs are wrapped Into a child 
protection block grant. A state could opt, hOwever, to roll foster care 
and adoption aSSistance Into a block grant. States also can Choose to 

• 
. switch back and forth from entitlement to block grant each year. Isn't 

this proposal rather state-focused? Why was this included? 
A: (carper) A block grant might not work for states. If this happens, 
states'should be able to go back to an entitlement. 
A: {Engler! We are open to not allowing states to change back and forth 
every year. 

Rockefeller: 	 ~ 

I 


0: By allowing an optional block grant and for states to change each year, 
hOw can yOU ensure that abused, neglected kidS get care, especially in 
states with high unemployment, where children and families are more at 
risk? What if caseload goes up? Or, if optional grant dollars are used up? 
A: (carpen This Is not an optional blOCk grant. If a state runs out of 
money, than they can switch from a block grant back to an entitlement. 
If a states moves-to a block grant, they will have to comply with a 100% 
maintenance ,of effort and continue to comply with federal standards. 
A: {Engler) The foster care and adoption assistance programs are open
ended entitlements. The remainder of the child protection programs are 
rolled Into a block grant, but currently they are not entitlement 
programs. St1!te can opt, however, for a foster care capped entitlement. , 
Q: But, Governor Engler, if a state uses a block grant won't it be tempted 

• to deal only with crises, whereas with an entitlement a state could be 
more prevention-oriented? 



• 


• 


• 

A: (Englen 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: (Englen The costs of foster care .. economical and emotional" are 
high. Once a child goes into the foster care system, he or she keeps 
coming back in. States need flexibility to create a SOlution to this 
problem while keeping protections in place. 

0: 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 by allowing states to define 
the amount. scope, and duration of benefits, in essence, making these 
benefits optional. 
A: (Englen ,;le secretary r"ust approve a states' plan on amount, scope, 
and duration of benefits, p,ovlding the federal governmer.t witn veto 
power. : 

Gramm: 

0: Because taxpayers have to pay for welfare services, we need reform of 
the program. As part of the reform, we need to consider whether we 
ShOuld continue to mandate cover2ge, Regarding the insurance 
umbrella, the'only way a state breaks into It is with a change in the 
eligible population, right? Another situation, for instance a disaster will 
not cause a state to break Into the insurance umbrella, 
A: (Millen Actually, a disaster COUld push a state into tne insurance 
umbrella. Tne key is another person become eligible for Medicaid, then 
the state gets more funding, If another person becomes eligible because 
of a hurricane, then a state can go into the umbrella fund. 

0: IS the insurance fund subject to a state match requirement? 
A: (Miller) Yes. 

0: And the trigger is the number of eligible people that a state 
estimates? ' .;' 
A: (Millen Yes. 

, 
0: But, won't'the state have other flexibility regarding eligibility? Does 
the NGA plan protect states that raise eligibility, thus triggering the 
umbrella fund? 
A: (Millen States can not raise eligibility in order to go into the umbrella 
fund. 
0: The umbrella is limited .. that is good. 

Conrad: 



• 
0: 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, 
lookS like a blank check, for instance, because it does not require a state 
match for the federal child care funding, 
A: (Carper! CBO scored the child care proviSion in H,R, 4 at a low level·· 56 
billion, States already more than match child care spending, 

0: The bottom line, thOugh, is that under the NGA plan no state matCh is 
requirect 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 
relationship becomes more predictable, States, with their new flexibility 
will use available dollars, eliminating the gaming incentives, Also, 
incentives to game disappear as DSH disappears under the NGA proposal.

: ' 

0: Some states 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 containect in the NGA plan not at the behest 
of the 6 Governors here but all 50 Governors. Congress ShOuld lOOk at 
this provision ;closely, 

0: Congress can not pass a Governor's wishlist, We can not allOW states to 
scam the system, '• 

I 

A: (ThOmpsOnl under the NGA plan, there is no longer a OSH program. 
rnat is where states used provider taxes in the past, so this IS no longer 
a concern, 

Q: Under the NGA proposal, there are il plac€'< where the state can game 
'the system, I am concerned about this, I will submit you the rest of my 
Questions on the aareas in writing, 
A: (ThompSOn) If Congress see prOblems with the NGA plan, we will try to 
reSOlve them in a bipartisan fashion, We are not here to game the 
'system, but improve Medicaid, 

SimPson: 
, 

0: In addition',to the Governors, I commend the Chafee/Breaux effort, It 
is hard to pass a budget plan, as evidenced from the Senate effort. When 
people label 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 The NGA plan is a work in progress, The disability and the 

I 



• 
amount, duration and scope issues are still being looked at·· they are not 
done. Over time, the NGA will close in on the open areas. 
A: (Carpen In Delaware, we help welfare recipients when they start to 
work, with Child care and transition health insurance .' 2 years of 
Medicaid. Other states have similar programs. 
A: (Engler) The current system is failed. Our burden is to fix it. Anyone 
can point out the NGA weaknesses, but the status qUO isn't working The 
NGA proposal is better (than the status quO) for the elderly, disabled, . 
families, the poor, and children, than the current proposal. The final 
proof of states' intentions is that 62% of Medicaid spending is optional. . 
The states are not engaged in a race to the bottom. 

NiCkles: 	 , 

I 


0: Has CBO scored the NGA proposal vet? 
A: (ThOmpSOn) NO. The NGA goal was to develOp policy. Congress can 
worry about the savings Issue. 
A: (Millen If there is a concern about savings, the pian'S yearly inflation 
factor. can be adjusted. , 

0: Under the NGA 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 to sue in state 'court as well as access to an 

. administrative process. The Secretary l1as a right to sue on behalf Of an 
individual or a class of individuals. The scope of the secretary's role is still 
an open issue, Her approval, however, is meaningless if we do not define 
it. 
A: (Chiles) States must spend 90% of what they spent in the past. 
A: (ThOmpSOn) States must be the ones to define disability because the 
Secretary can be arbitrary in her definitions. The states already 
determine disability criteria for workers compensation. Also, 11 states do 
not use the S51 disability definition and have their own. The federal 
record on 551 is not laudable •. look to the alcohol and drug abusers that 
receive 551. 

. 0: Why dO yOU support repeal of the Boren amendment? 
0; !ThOmpSOn) Boren causes litigation, drives up costs. The court has 
established a floor that ShOUld have been a ceiling. Unfortunately, HCFA 
and the courts interpreted this another way. The courts Should not 
interpret what a provider should be paid. Repeal of Boren is the 
number one priority of the Governors. 

• 	
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Roth: 

0: Has the NGA received any signal from the White House on the two 

proposalS? 

A: (Millen Both President Clinton and Senator DOle supported the 
concept of ol!lr plan in speeches to the NCA. 
A: (ROmen Itlis Important to flag problem areas of the proposals. The 
White House has expressed concern with the state matching rate being 
reduced from 50% to 40%. 
A: (Carpen The President pledged to 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, wnat criteria does the Secretary use to approve or wsapprove? 
AI (Miller) v,~ realize therb 'las to be a threshold. we need to come up 
with the criteria. 
A: (Chiles) RIgi1t now, there are just to many lawsuits. We are spending 
too much on federal lawsuits . . 

I 
Q: Has HCFA become too burdensome? 
A: {ThompSOnl People don't understand What we have to go through. 
It'S Hell. 15,000 pages of regulations. Our states fill out 8,000 reports 
annually. If we want to make any Changes, we must file an amendment. 

Q: IS this a bipartisan concern? 
A: (Chiles,Milien Yes. 

AI (Romen we need more flexibility. 'Ve need to define amount, 

duration and scope. 

A: (Engler) There Is a dual standard between states. we need a national 

set of guarantees. 


Breaux: 
i 

Q: I have a concern with the guaranteed baSiC health benefit. 
Specifically, I have Questions regarding the who, what and right of action 
aspects and ihOw to ensure these guarantees are met. I have no problem 
with the limiting the right of action to state courts, but I dO have a 
concern regarding not covering 13 Year olds and above. What is the 
standard Of whether package wi II be adequate? What will it be measured 
against? 
A: (Chiles) We need to work with Congress. Congress can give use some 
reasonable standards. 
A: {Thompson} We are working on It. Maybe the guarantee health 
benefit will be a state's minimum HMO policy, Secondly, some states will 
cover all 13-18 year Olds, while other states may choose to cover the 



• 
wor~jng poor instead, The pOint is that one size doesn't fit all. It should 
be up to the states' Olseretion, 
A: (Romen We neeO to put all ideas on the table, Congress neeOs to 
think about this, under this formula, 

i 
D: On the states' definition of disability. I am concerned about 50 states 
having 50 different definitions of disability. 
A: !Thompsonl Give us the opportunity to set our own standards. Don't 
lOCK us in to just one standard. 

D: Are you trying to have one Idefinition of disability) or fifty different 
ones? 
A: we are trying to set a threShOld that will meet the Secretary's 
approval. 
A: IRomen some wanted a federal definition ana some didn't. 
A: (Chiles) Everyone wants a change from what we have n::lw. 

Chafee: 

D: I am concern eO with the repeal of the provider tax law. Will yOU 
, .aClClress this? 

A: (Englen I tnink that witnout tne DSH, the provider tax isn't a problem. 

• 

A: (ThompSOn) The DSH is limited to 12% growth. 

A: (ROmen we have the provider tax on tt1e table as a compromise. 

. ,,
.0: What if you don't provioe for the disableO, and if the Secretary has no 
federal standard to measure against? 
A: (Thompson) There is a provision in the plan where the states must set· 
asiOe 90% of their current funds for the disableo. 

Rockefeller: 

The phrase 'Work in progress' has been used a number Of times 
today, ana there are some obvious differences between the governors, 
What is Clear: however, is that thiS is a bipartisan agreement, It will come 
down to us Imel1lbers of the Finance Committeei. I hope we can work in 
a bipartisan fashion on this committee. I know that ourlng the welfare 
debate IH.R. 41 Senator Moyninan felt left out. My staff 11as felt left out. 
Several Democrats on tne committee have felt left out of the process. 
we need to 00 as gooO a job as these governors. We need to work 
together if we are to reaCh an agreement. 

Roth: 

I want to work with all the members of thiS committee. The 
governors have Oone an excellent job. I am InteresteO In passing a bill • 

: 



• 
that will be signed Into law . 

Hatch: 

Q: I have some concerns about Native Americans. on both welfare reform 
and Medicaid. I also have a concern regarding private right to action. AS 
chairman of the Judiciary Committee. I am concerned there may be a 
constitutional.problem with no federal review. 
A: (ThOmpson> There 15 a provision which allows the Secretary of HHS to 
initiate either an individual or Class action federal lawsuit. 
A: (Miller) Gov,ernor Leavitt feels very strongly about this. He believes the 
states are spending too much money on defending federal court cases. 
He WOuld be willing to discuss this with you. 
A: (Engler) The Judiciary Committee staff could look at this and get back 
to us. I 
A: (ChileS) If staff thOught there was a problem, we would listen. Even If 
individuals were allowed to have access to feOeral court we hope 
providers wOl:lld be CUt off. 

SlmOSQn: 

I will have some future Questions on nursing home standards. State 
reQuirements are sometime more onerous than federal requirements . 

Chairman Roth adjourned the hearing by thanking the governors for• 
, 

their time and efforts. 

• 
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• RESTRUcnIRlNG WELFARE AND MEDICAID 

Thank you Mr, Chairman, We 'Ppteeialle the opportunif), to appear betote )'OU roday to 

• 


pceaent me NatiolW vovernOl1' AUQC:lation', (NGA) Polic)' 011 Wr:tfare Reform anet Mc:dicaii:t 

8d~ we add.reIl the JpeCific. of QUr polic~. however. we wwkl like 10 I'DUc 1 few generaJ 

commc:IlU. 

, 
major bills or, welfare n-form. Medicaid. and employment 4nd training <iuritli the next 

month_ Stalei~mU5t hove tbe ability to enact budgeu that full)' integrate these thm programs, 
in order to provide tost~ffoctive ICn'tcn that win in moWtg people from welfare to wori;;, 

• 	 S~\,lnd. ltqublican and Democmk Governon worked closely toplhtr to craft atld pu$ the 

NGA welfm polic:}. To maintain the: integit)' of whal is • &trong bipaniun agroemeru:. we 

believe it 1$ imperative that the congressional procell also be biputi,an. Our policy budds 

upor. tM: worl: of Congt'Cn tnd Adds impoHam: changes tl,1 promote work and protCCl 

cnildft'fl ,, 
• 	 Thlrd. t~ wcih:1t and Medicaid policie$ Wl:rt pas.ed unanimously by the nation'! 

Gcvernon.. and therefore we have mon, blpanisan support for our posilion!. However. that 

SUppt)rt mil} ~ withdrDwn If Cungn:". or Ibe adminittfAtlon makes major chalices 10 our 

, 
• 	 Addllionl'lliy, whilt: we beiie... r: thaI we have provided you with a considerable amount of 

delalL WI\' tnliu thai there will be aOditionll1 questions as you ~ fOWard drafting w 

l,1oe fee! very slronSly lnat the nation'~ Govemon want to be deeply jnW)l~ in working with 

you 	tt) d~~~lop and rtview le&H:iIAllvt: lanrullge. We Want to do th~ on a 51100, bipartiun 
I 

bam We unOcrst&nd that you nue-nd to mo~ quickly and we are preP4"'d to' work bard to 
I 

• 




• meet y(nlt lichedule. It is critical, howt:~. that we nep all Oovemon informed 10 thac we 
i 

will be &bIt to support the fi~ bm. 

Finally. we would likf to $&)1 that there j, In urgency thaI you ena;:t mi. legi.lation over tM • 

• 


next month. The window of opportunIty is very small. Shortly. you will need to begin ttm 

budFt pmcen for fiKai 199'. Also. faUure to att now 1\'lW11 that any rdOnn is unlik",l)' to 

IDtorporllwi resmlcmred programs, imo [heir fiscal 1997 budget, 'Ilte failure of Congrcu to 

I 
move forward, win CIUse major probiemj, in I number of states, 

WELFARE 

Noy,· we would ,like to prtKl\f to you the Nationai Govemors' Association policy on welfare 

reform which w~ adopted with unatlimOlls bipartisan 5l1ppOrt just two weeb alo at O'ur winter 

metting. With;a unanimous bipvtis3n "",oicc. the runion', OovemQt'1 are askIDS for a new 
, 

we!ft:e sy11cm that allows us to QSISI IOdn-idulll~ in moVing from 8 cycle of dependency to elf-

sufficiency, We an: Il.king you to gi'te us lite ,nc;s;ibili!), to de&igll our own programs and the 

guarameed fundiog we need at lppiOpnate !eve I.., lind we 'WilllrMlform [he welfm system into 

a program of m1nsJrton.e1 4iSlua.lcr Ihll will enable retipients 10 become: productive, working 

membtn: of our ~ociely, 

We beliC!vt ttIJIt our nallon: ~ jende~ are faced with an hlstonc opportunity and II.n enormous 

Congresl And the Pm!idem -ihtre in lhi~ commlttncnl, We «noot afford to miss tnj" opportunity. 

re!onning federal welfare policy . 

• 
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• Congress hai made signiflcl.!1I: strides toward allowing m.te& to build upon Ute lessons the}' 

have 1cI.mcd tbrough .. decade of e~perimentatton in welfare J1!form. Tht Penident, 100. gave 

and a ha.1f ago, And he has continued fO grant wai~ to stater; t<l fC:lliwt ex.pe:rimenwion 

lhrou8hoon the ongoing debate on welflte reform. 

·Toda:)'~.lhe.iwioni.' .~ come to. you with. ••~pr::cificJUt.of.·mommond.ations. for 

welfare reform that bui}ch upon the won: of bolh the House and Senate. We urge Congre:i5 and , 

respousibHUlts among level1 of government. rnaximiu ,we flexibility, RCreate welfaR as I 

rime·limited program leading tt) wort. provide aeequlte ~ild care, flJld ensure that all parents 

tU.Jme t'eiopomibilily for tOeu children. 

.' 
The NGA palicy builds upon and improves tht fl'1mltWork for welf~mann laid out in me 

H,R 4 conference apument to the Pt'!1"Sonal Re$pon~ibility .nd Work Oppommity Act Tht , 
, ." . 

conft'Tencc agreement contaU'ts meny eiernenh of welfan:: reform supported by the Ciovemon. 

• 	 It t\!co;;.nitti that the besl .... orl.. requiremenl ft. a private sector job but tbat subsid,tto 

Jobs 'If\d community stt'Vict are oppropri&te in some irutance!_ 

• 	 11 providt:.~ guasametd and predictable funding ..... ilh a contingency fund for states' cash 

• 	 It allows fiexi:,iliry for /o'Jllf,S to e).p-~nd programs 10 encourage family stability and 

reduce,tet:n ~gnancy, 

• 	 II pro~ldes flexibility for Slates 10 design tben own bl:oefit Jevt:b. eligibility criteria. 

• 	 3 



• 
• h 6UpportS impl'tlved child sl,lppOtt eruon:emenr cHonl. particularly for intmtate CUCi, 

, 
• It permits improved coordination end eonfomtity bet'reen II stlU'S eash !Slii$14n!;e 

, 
p~ and the Food Stamp P"'81'1Il11, 

We Mt very, ple.aseQ that the conference agreement contaim \0 many provisions that rc:flw 

our conums and'prionties and we applaud lbe Procteu you have made, However. in ortier ror 
! 

the nation',i ~otlJo"uppott..ul.e -M.R. 4_tgnfucnte..~we.belie¥e,11mbet change. 
, , 


mu!t be CUIdc' based la.rJely on the followmg principles: 


Weifilte reform must foster ,"dependence and promott I'(!sponiitrility.• 
i 

• Chtldren must be protected tbrol.lgnoilt the restructuring process. 

• States must be protected during periods of economic dist.ren, 

• Give!'! agreernc:nt on broad goab, it.tes must ll:Ol be SUbjec1 to oveny prescriptive 

standan:h. 

The wclfari! reform policy adopted by the National Governor'!' Auoc:iation includes 

• 	 sptcifl~ rl!commendatioos to address tbest concem~. They are outlined below. 

fl))lDING FOR CHILD CARE 

Tb~ Governors propose an additional $4 bllUon in mandatory .pending for thUd can 

for thr tiJ.cal 1997 tbrolJi;h (IInJ 2002 Thi5 funding would bq part of the ba$t! tunding lot' 

child rare and ltould 'not rt!quin: II state match. The Governors are s!i'ongly united In their 

Delief Ihm /Saequale child cart i~ a ~(jti~aj camponelll 10 the sucoes, of an)' welfare-Io--wcrl< 

dlen In fact. 'accen to child C~ !, by far t~ number one Omic; 10 independence, Our 

eJ,perience'ha~ ~hown U~ (haf wllhou{·safe /Snd re]jab~ child can., II. yount maiMr will not be 

able 10 pcnl'lpau:: it! etnplOYI1l¢1H trainm&. fmd work. or keep a job. The Govemon beheve that 

the current funding provided in the H,R, .. conference agreement it. nOI sufficient to mcc! (he 

child clUe needs of wcMart ~cipiems engaged in work activitie&. individu.ls who en: 

tran$i1iCnlti~ from welfart 10 work, I\\ld those who art at.rhk of g.oing: o\'1to wttfare. Wirhout 

• 	 • 
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• additional commitment from the federal government for cJUld CaR, 1We$ may be (oreed 10 

c:hoo~ between pmviding child cm for {he working poor or providing cttild em: for welfare 

n:%lpienu . 


WORK REQUIREMENTS 


Tbe Governors pr0poie greater flexibility in roeeting the work ptrticipation requirtmenu. 

Pres.c:nptivc...and .narrowly.. draw~teql1iE'!menu will hamper the.1l4t1s' AWlily..to desia" W1)fk 

progr.tms tha~ are aPPl'1>priate to their unique economic situalion. We nave 5e'Yc:r.1 

recorr.rnencuuionl in this area. 

• 	 Firat, tht ~vtmon beUC"t 'll"Ongf,. that when Ita.. .re '~l In movlDi 

individuah from aah lMi$umtt to work. these iadhiduU abouid be tndudcd in tht 

work pcrtidpadon rctu calculation jQ 10RI u they nmain msployed. Discounting theR 

indivlduab from the wort parUcip41ion rate leCf'nS contradiCtory to the goat~ of welfare 

• 
reform 

• 	 Mcond. the number of hou" or participation required for pu~ of' mtetiol the 

work particiPation rate In rutUrE rev" lhould "bt 25 houn a wee~ rat1m' Iban tlI~ 

proP<»M incl"'t'a.te to 30 end 35 houn a for ttngle-parent famllia and the 35 bour 

partldpatJon nqull'W'int for ,wt).pattnt {amnia:. further. ,talei laooid ~ lP"en the 

option to limit tht nquirtd h~un Dr work 10 20 hours a week for parents with a child 

belo'" age sb., Many state~ will, in fllCl, ~ei hlCher. hourly requll1~merus, but Ihls fleAibilllY 

will en"ble nates 10 de~i,n p'o&r"im~ InJ.! iUt consislenl wilh loc:allabor mar~el and training 

opponunllie~ and the availability 'J"f child eart, l.owerin~ hourly recjuirtmtnts (Of fami1ie~ 

Wllh yeo.!ng children is also consiMcnt with 1:tI'00der t~nds in sociel), where A large propol"lion 

of women with ),oung cbildren are working part-time. 

• 	 finaUy. in Ule work oret., the CO'f'el"Dor. propene that Job Harth and job rodintll be 

.lIo_cd to count ti iI work actlvhy !'or up to twelve wet,", nther than just in tbc nnt 

• 
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• four wN.l ~ partidpation. States have found thct job searth il not only effective when a 

recipient rUlt enlell the: pto8tlm. but abc after the completion of individuaJ work: 

components and placements. 

CONTINGENCY ruM) 

tnatthlOg funds durin! periods of economic downturm Mel lncre.ues In WK't!lPloyment or t"hild 

povert). During thc:~ tunes. some states may not have the fiscal I;apaciry to rt'ft1 UKruseS HI , 
demand tor assistan<:e without An ed(htion.l.! nnam:ial commitment frorn the fedmd government, 
Give.,. tnt i;l$torieal volalilily of the casclo-ad lbroupoUl economic cycJes and the difficulty in 

projecting futtlre cb&11ge! in the eeotlom)', we beli~vt the additional $! billion is ne<:essllJ)'. 

OUT policy' also calls for the addition of II mood trigpr option in tbe amtInltney 
J 

fund that Vrould allo* it ,tate to qualify tor tM fund if the ftfunDu of cbJldru is tb. food 

• 	 stamp aucload iotl'UStd by 10 perant oVe"r r1t\cII 1994 Of ft.ttaIlm levels. Thi$ trigger is 

mel;U''I! IQ \erve as II prcll;Y for mcrease~ in ::hild po~rty, The'S ptn:eM mUitflanr:e.of-eff-ort 

"quinment ror th~ ca!.h uststance bloc:k grant applies to tht' rontinpncy [l1nd and * .taU: 

would dr."" -down contingency rUnd5 on * .n.tchln. buts. 

PERFOR."IANCE BOl'o"S!S 

Tht Gt)vernon' proponJ Jndudes perform.nct in«nth're In the form or ~ 

However, lneu: ibonuses would not ~ ruru:kl'i out of !he block grant base btlt would receive 

sepanUe, mandAtory funding., 
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• FLEXIBILITY 

The NOA Welfare Reform Policy also cOnWns a number of ~ifk proposals to lessen 

• 


lOme of tht: ~sc~ptive Iequiremenu in tM bill, white Al&o adI::fu1J tleltibHity &nO ac:countabiHty. 

• 	 It pn-.idft _tel "ita tilt tlpiUJn tv ratrict beod'ib kt ad4ftioaaJ ddJdf'ftl! bora or 

concdved wJdko 1M family is On wdllIft. A family cap lhould DOt be a fedetal 

• 	 It Rtf the dmlniJtntivr cap on child care ~Dd.t at ! prt«'Dt. The 3 pe~nl contained 

in the conference: aveemeru is not ft!aIi5tic. 

• 	 It ratta the hanbhip uanption from the n~year Ufftime lImJt aD federal cub 

lnneflt5 to 20 perttnt or the eucload. 

• 	 It add6 a .tate plan rtquirttnf!nt that the state set forth ob,ieetiw criteria for 1t:re ,, 
delivery of bmefit:s. and for fair and eqwtable tn:atmmt with an opportunity tor a 

rttipieftt who hu bHn advtl'H'l) .fftcrM 10 be hurd in a Rate adntlniitrativt or 
I 

apptalp~. 

CHILD WELfARE 

In the lrea of child welfare. we believe thal we flj\ie developed 11 proposal which protects 

childrtl'l whilt allowin;; Stale~ the fiexibillCy to focu\ grt.ltet effort on Mlccenful pt'tvtnHon 

effon~ ~ut'h <1~ bmil, preSt'fv<1lion. Our ptopo!ioOiI w{)\Itd repiace Title VU in th~ HJt d 

conference l1~ffemen!. 

• 	 Firlt. tht- Go"erhOn' poJky wQuld nUlinlflin the: open~2'nded ent:ttlftn~nt for foster alft 

and adoption uslrtaru:e mab'l'ltnanu, IdmtnlltraHun. and tralmnl .. under currol 

ta~. 

• 

for tnt ~malniRg cldld we:lr.~. family pl"I!Htvation. and child abuse pft"eotion and 

• 	 , 




• 
• FlDally. Illata ....wd boft !he "f'/i<1. or Ialdna all of __ cvt IIId iIIlI..,._• 

U.... !'wIdlDt 	.....ppod "".tIcm.... (or block ._.) aod wOlild be all • ...,j .. 

ItoJuI'tr 001: porti.. or !he !hue fwuI.o la" Ihe CIIlId· ProIe<tioo Block Gnm. ror 
I, 

.KCi\1_ ..ucb .... ~ .faternDtlon. ..........pltw..tloA. ud-futttIy prt:ttr'tWtion.
, 

Slates mUlt ~ontlnue to maintain their ttrort "It 100 p!:~ hued on ate.. speudlnJ In 

tilt year prior to I«cpUng thf c:apptd odtlf'lUent. A.ptD. Jtala mUll ".iuwin 
I 

protmlOlll ad 1ta.ndan:1s under rtJ!Ttn1 't•. 
SSI FOR CHILDREN . 

With 1'fI~1 to St.lpplementaJ Security lncome (SSl) for cbI1dna. the Govemon 

propoK 10 adopt the proyWonll in tb~ Senate' 'bill that tll.mtnate tht tompantblt ae"erlly 

.... , ami !he Individ••H1.td Fundlonal A .......... (IF/\) for _nnllllDl eliJ;bility ror 

• 	 s::hildrtn. Only c:blldNn who ,Met or filUM' the Medk:!'tl Liali. of lmpaimttltb will 

quaur~' for SSI., We do 110{ suppon the two-tieM payment system that was contained in 1he 

,, 	 . 
H,R, 4. confe\'1:"ncc agreemenL We )ltoold aJsn Mt an etrecti,,~ dlltl' for cunoe:nt and nel' 

8pplk.ntJ or 	Jlnuary 1, 1993. 

FOOD STAMP PROCRAM . 

In thr Food Stamp Program. our policy ","ould reauthorize the program in its turrtnt 

unc.p~d tnttUtMtJU form .. We clio firopcM to modify tbt income deductions as. outltnt"d 

standard deducUop raiMr u,JUJ Clilppl!tg the ekct.U .heJl.er deduction. Govemots voiced 

coneerm tha! the changes to the excess 'helter deduction in the H.R_ 4 conference agreement 

wOIl)d dISproportionately Impact the ytry poore,! and famihes with cbildrm . 

• 	 8 



• 
CHILD N{)TlU110N 

In the area of dUI4 notrttioa, we p~ tbanltf t4' the Se.hool Nutrition Block Gnnt 

Demon.nradOQ that would b, aotborb:ed in &eftD 1taIea. wttbiD thue dtmOftltralioN. our 

poitcy would maintain Lb. current ntitlt1Ml1t far dlUdl"mt mel Idloob wouJd c:ootinvt to 

receive pet.m~ federal .ubiUditJ for Atl lu..acbes and brakfutJ uncler t\l.lTIut elieibUit,. 
, 

criterla.StattJ ~ouJd. bowrver, ret"£ivc their IIdInitJiItttJdw doDan.... block erant. 

Then are two flntll 4tUS our policy ~s.se, - territories and the Earned: Income Tax 

Credit 

TERRITORIES 

• 
EAM'ED INCOME r AX CREDIT 

And fmali}, while the Earned Im:omt Tn CredJ:t {En"'Cj mIl)l,be ctmsidemi in the conte:..! 

of budget ftconciliatiC'lfl rRther than welfare ~fQrm, the G\)vtm01"1 bclir::ve that lhe availability of 

the EITC 10 lo.... ·mcome familie" is critical to ensurin& that a fanuly is better off working than 011 

""elfare. The Gove'J11on' poll~ wOlJld limn Ih~ budKe' Hvipp from n'risint, tht EJTC to 

SIO bUlton. We":l0 bdtevt 8 Jtat~ option ahould be lidded to ad Vince lhf' EITC. 

BENEFITS FOR ALIENS 

The absenr:e of ~comlTl!'tnrlJi!ion" on Ihe tf:uricdon of benefit! for ahens 5nouJd not be 

Inlerprt'ted IU support for or opposition to the alien provisions of the H.R. 4 conference 

*greemenL It 1, likely Ihal you will be hearing din:ctly {Mm Governors thllt have concerns in tkit. 

• • 




• 	 MEDICAID 

.Medicaid policy wtUch like the WeJfwe Rtform polIcy was adopted W'lIftimOWly on FebNvy 6. 

Thi6 is " most important time. Our charge as tllectcd officw. if dlffieuJL Ame:rit'am ex,,"! 

dl'&Clpline mfederal and j;tate $:pcnd.ing, &ld we bllVC: t!u: re5pomibility to auute that the funds 

ill such A need ~ter than in publicly funded health care. 

BACKGROUND 

For most of the: last oecade. health can expenditures in the United Statu nave far e'!'.cteded 
, 

ovtrall growth in the U.K eConomy. Aru:I wnile: medical inflation it d:eeilllmg. public and 

privately funded Jie.a1th cue cons contInue to limit the long ~ ec'onom1C jrOWth of the nation. 

For states, tne pril'l'll.r)' Impact of h91tt'l care tOsts on nate budpu has been in the Medicaid 

program" Annua.l·Ml!dica.id gl'OWln over 1he I.SI decade hti been well in t':Il~lS of 10 percent, 

• 	 and m half of IfIOlt years annual growth approil<cned 20 petunt. Determining tbe cautes of such 

unbridled llTowtn i~ difficult. HowtYfr. major contributing (acton include: cOI'I&f9$ionaJ 

expanslon~ 1[; tnt program. coun dec!~ion~ limilmg the Slates in their ability to control cosls, 

care for 10,", income pregnant women i.l.nd childfftt, persons with dj$4biliues, and W elderly. 

Thl.~ year. stalC:S and the federal ,avernm.ent combined will spend more than SISO billjon in this 

pro~.m providing tere to' mete than 35 million peopl~. the thaJlengl; for the n.tion, and 

Goyemor~ 4.!. ~he stewards of (his program. is 10 redesign Medicaid so that health care costs are, 
~ effccuvelj< }omained, tho't thtH INI)' need fiealdl care CO~ continue to 8ain access to 

• 	 10 
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• mal CfJtc while givmg statcs the nct'ded flexibility to nuuimir.e the uu of these limib:d health 

THE SEW PROGRAM 

Within the balanctd budget debate. (l number of alttmative$ to the existing Medicaid program 

I 
have betn proposed. The following outllnes tke NGA proposal, It bl,!)(is the besl upecti of the 

curren! progntm :with COlIg:euionaJ and admhtiJt.ration .alternativC5 rowant achieving lli 

~treamljned and $tkt~f}e;t;;blf! health eire s},sttm that eua,ranl.a:S buJrn Cart .0 our most needyI 	 . 

d,,~a$. Since the p"ropo.sal was un\ltiled on February 6th. we have had a myriad of questlons 

concemlOg the 	IX.tails of the proposal Some of those question. have been answered others 

remain unresolved, It n mx our tIltem .ada),- to put forth a. comp~ proposal with: al! of eM 

I 
'T5" dotW:! w''Ts'' crossed. Ratner, this IS an ouf1il1~ and a working docl,lment that u meant 

I 

to be ref,~ed through a proceu of public euminillion, 

Prointm Goals. The NGA prop05a1 ." g\lidcd by fonf prim&f} joals. 

• • The basi, health Cite Mcd); of Ihe Ilahan' ~ mosl vulner1ble popu1ation~ must be 

guaranteed ! 

• 

• 	 SUile~ )'f\U~1 :have tnilJlimum fle:dbillfy in the desi,in unO impll!mentM!ion of cost-effective 

i 
~ystems of care., 

I 

" Sliues must be prolected fr('lrt'! 'JnunlJcipiiled proj:fam cons !'ewltmg from economic 
, 

nurwlillons;in the buslr1e$~ t'ycle. chan:,n& dt"mO"'llphle~ und natura! dis.men; 

i 
EJjelbiJIt~. COl'cracc remaith c:uarsn1c,U Eo)', 

• 	 P~l:nam WQmtn (0 133 pm;en! of poverty. 

I 


It Children to 19t 6 to 133 percent or pOl'el1y. 

I• Chlld~n ~~ e. through 12 to 100 percenl or poveny. 

• 	 " 




• The elderly who meet SSt income and re&ouree $W1dardi. 


.. Penons with di~biJjties A$ defined by IlK: .litafe in their stafe. p1an. State! will have a funds
• 	
I 

seNlSide u:quirement eqiW to 90 pelUnt of the percentage of total medit'aJ. auiltallee 

flUlds paid in FY 199' for pe:rWln with disabilities. 

.. Either: 

in¢lviduah. or 	 fllmilie~ who meet current AFOC income and msourte slllndard~ 

($T~e$ with income stMdatth ~igher than the- nationcl average may lower tbose 

sWldlrds to tit'! national lverage.); or 

5tale~1	,can nm it single eligibility 5ystcm for individual! who art eligible for a new 
,, 

weif&te program as defined by the ~1.Je_ 

Comistenl witi': the stAtute, adequacy or the Slate plan will be determined by the 

Sccreu,f\ of HitS. The Secn:tarv should have a time certain to act,'- , 

Coverage' temain~ optional for: 
1• 	
I 

• 	 All other o~uon81 group1 in the CUITrn1 !'vfc:dicoid prn&r1l.m. 
, 

• O.het mdi~,iduJb or f"milte~;,),~ defined by tnt \U1le bu: bela... 275 pe~ent of J'01ttrty. 
, 

B~nt:fju. The fo~io"" tog !!ertCflH remain ~u~runtecd for {he t;uanmlccd pcp"I.1IionJO onl}" 
, 

Inp411(tlf lil'l:d outpaUf;nI hO:'PIUlI :.el'","!((,. phy~icial'l ~rvic~s. rrerult4j Cart, nursing 
, 

t8J:liHY !oerv/ce!o. home heallh catt:. ("mil), pt..nnint ~rviccs and ~upph(s, lobOr8fOry 

1 
and 	 ~'rlt>' 5frvlce~. pc(1iatnt cn<l (umLl:- nun.e praclllloner \ervic-es. nune mIdwife: 

I 
~t:niCCl, end 	, Eatly "nO Pcriod;/; St!e'tnin". Oi4gl'lOsJ!- and Trntmenl Se:rvice$, (The 

, 
"f' In EPSDT il n:ddim:d !>o thi;ll iI ~tille need Jlo1 cover all Medicaid oplionJ.! ~ervice6-

I 
for thjldren~J 

A( n mlnlmum. 8,11 other benefl\.' defmed a~ opl1onal under tile current Medicaid program would 

remain optional and long term Care optlOn~ ~ignific.tltly broadened.,

• 
, 	

" 
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• 
States hal'e comPlete f\cxibility in defining amounL duration. and JCope Df services. 


Printe RJpt o'! Action. The f()lIowing are the only rights ot action tO'l individual$ or tjant"~ 


for eligibility and benefits. AU of these f!ltu",s would be designed to prevent states from having 

• Before t&king: attion in tit;: ;we ;::oul'U. tM individual mu-st foHow .. ,taft adminu,\ra.\ive 

• Stales m~t otfe~ individutlJs or clAsses It private riShl of action in the nate coutts as a 

'" Following Action in the 'lite ~OLlru, an individual or class could petition tht- U.S. Supreme 

• Independent of any 'tate judicial remedy, tht Secmat)' of HHS could bring action in lhe 

federal courts on behalf of indtvid:uals Of danci but not for providers or heo.llh. planfi. 

There \hould be no private right of action in federal court for providen: Of health plan,. 
I 

Servkt Delivery, Stares milST bo! able to use oll a .... il.. ble health caR delivery lyJtem5 for thew::• 
i 

popultnions v.itbou: !lny special permis.~;on from It'le fe<tt:ral gO"emmmt. States must 1'101 have 

! 
feder.lli;: lmpo~d IImiu on the number of beneficlarie~ who may be enrolled in~!f network_ 

, 

Provider Standards and R,jmburnmtllu. Slates -mu~l It.VIe complete authority 10 set all 

ne.lHh pl.:m ..nd provIne! lelm~ne~nl r.lte-.. wlthoul InlerfeHmc-e from the federal governmelll 

Or inrea! of legal ACIIOtl of llle- pro~'i!ur Ot p-i;m. Tilf' Boren amendment and other Boren.!iI~e 

must be phased (lui over a two ~ear period for federally qualified heallh cent(!N: "fld rural healrh 

cljnic~ SI<1.le) must be able te set then Qwn heul!h plan and provider qualificetlOfil; .lJmdams and 

be unburdent<ifrom any [ede,.1 minimum quabficahtm standards s~b as those currently &e1 for 

QbstClritloam ;.nd pcdjalrici4n~. For Ihe purpo~e 0( Ihe Qualified Medkare Benefldaries 

pmgtillm. Ihe .um:$ may pay llle Medicaid rate in beu of {he Medj~ tlte, 

13• 
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..,, 

• Numnt Homt Rtfonru. States will abide by the OBRA '87 $tandards for nursinl homes. 

Starrs will haw; the flexibility to dttermine eruon:cmen! stratcgiel (or nursing home standards 

and win includto them m their.we pJan. 

Plan Admbustratton. States must be unburdened from the: beavy band of over~!,ht by the 

Hea.!U1 Can: Fina.ncing Administration. The plan Itld pllltl amendment process must be 

by t11e Setretary must be streamlined to anut'! that federal inte.M:ntiOn occurs: onJy when Ii stale 

fail& to comply ~ubstMtially with federal statutes or iii own p.la.n, HCFA CI.tl onl)" impose 

disallowances tmit 1ft commensurate with the 5ite of the viol.uon, , 

This program should be written under a new title. of the ~iai Security Act 

Provider Tau: aud Oonations. Curren! provider UtA and donation ~strictions in federal 
, 

natutes would be repealed. Currenl and ~nding ~t&te dilputes with HHS over provider wes 

would be discontinued. 

• 	 Finlllncini' Each state will hAve a mallimum ftde,.1 .lIocalion that provides the state with the 

fml!.ncla! capacity to covet Medicaid enroliee~, ihe allocation is. "v"ilable onl), if the !late pu1~ 

up lllNllChins percentage (methodolo!i~ to m defined.) The allocauQn i$ tht $um of fout f.ctors: 

base allocation. iTQwth. special g:rltnt~ (~pecllll punts hAve no stme matching requirement) And 
I 

.an in.~urllnce umbrella. dno:ribed as follo ..... ~; 

I, 	~ In determininG bar.t r:.lpendlture~. B51aft mny choose. rrom 1~ following. the 1993 

2_ 	 $j:TO"'"'lh.· ~ls IS a formula that acC'oun\~ fot e-';limaled change5 in the Slate's cueloaO (both 

overall growth ami taSoC mi>;) and an inflation factor. The detilllr. of this formula arc: to be 

determined.' Thi~ formula i~ calculaU:d eath year for the follOWing year baud on the best 

available daia . 

• 	 \4 
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• 3. Speciat Qranu. Special gran! fu.otiJ wilt be made available for cen.ai-'I'.I states to cover Ule,1I 

aliens and for certain states 10 auin Indian HeaJth Servite and related racHities in the 

provisioo of health C~ to Native Americans. State! wiU have no matt:hing requirement 10 

pin access to the.e fedefal fundi. 

, 


4, Iht In,want.e Umbrr;;tlA This insurance urnt:1re11A is designed to ensure 'hat atates will get 

...ct.C:U to. additional1undl!or.c.c.rWD popuJ.4tiao6 if. because .of unanticipated oonsequern:el., 
che growUI flaOt raib to Iceuwely e;,nimate the growth in the: population. Funds art 

guaranteed on l per-benefieiary basIS for thQ\e described below who were nOf i~luded in inc 

enJfl')Au! of !.he b.ue.and Lbe growth. Th~e fl11l4s are 4n enlitlement to .Wti and not. subj«t 

10 annual appropriations. 
i 

Po9ulAIi~US an;;:, Benefus. Acctu 10 the insurance: umbrella iii avaHable to I;over the cost Qr 

cart' for both guanun~ed and ophonal txneflh. The umbreU~ covers !ll gulll1lmeed 

PQpulatlons and tho: optional pottlon of two groups-persons with disabilitieS" IIUId the 

eJderly.• 
, 

ACSS'1 to the WUIJIl'C Umble!!,,_ Tnt: In\urance: nmbrclla is II;vaUable co a 511te only after 

1. SI.les muse! have used up other .v.Hable bas.e and Jrowth funds that had no'( been Witi'd 

because: the 'f:Jlimau:d popufntion In thc growth and base w.u grelter than the actual 

umbrella lundl unle~~ 'ilen: i~ II dcmomtrabie fletQ. 

of the progran;•. A state's matchinG conttibUliol1 in the program wiil nOI exceed 40 percenl, 

6 DJspro,pOtlIOOAtc Shart Hwipjlal flOmm. CUm'nI dl:iproport;onate share hospital speoojng 

WIll be included ir. the b.tK. DSH tlJnd~ must be ~ptnt on health care for low tntome people, 

• " 




A Jtate wj)l not .receive growth 011 DSH if the&e funds constitute mot! than 12 percent of 

total program expcnditure)o.• 
, 

• 


to work with the Governor.; of Pumo Rico, Guam, and other territories towards aUocating 

I!quittlble fedenJ. fundmg for their medical a!>&rstanet programs, 

CONCLllSlON 

We belieVf that the propos.eJs WI!_ have presented befo~ )'00 today m !oumt We ..1
e-ncourtgt yov to gin tiJem most careful c(lmilderation G you con,inue yow deliber.\ipn~, 

Thank you !vir. C~airman and members of 1M: commiltte for glving us the opportllDity to appear, 
befQte y~ ioday. We Ire ham to answer any que.lions, 

) 

• J. 
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Medicaid Reform 

• U.S. Senate Finance Committee 
February' 22. 1996 

It has been almos( a year since llast appeared before this Committee on the subject of 
Medicaid reform. ~ Last year when I testified, I focused on what i felt were the obvious 
inequities of the block grant approach for hlgh-gro",1h states like Florida. I was concerned 
that the part of me program that I couldn't control was going to have a hard cap. That is, the 
people who move to 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 mcney on a stump, hope it was going 10 

be enough and send me on my way. If they estimated my growth needs incorrectly that \.vas 
my slate's problem. If they overestimated another state's grov.1h needs, that was their 
windfall. 

Ironically. two of the governors here today also appeared before this Committee on that day. 
But we were on opposite sides of the issue. \I/e come here today with our best attempt at 
resolving our differences. 

Our structure is not perfect. It certainly cannot replace the 30 years of hard work whk:h this 

• Committee has put into the Medicaid program. It is not based on any proposaJ in the 
Congress. It doesn't assume McdiGrant I or MediGrant H or any of the Per Capita Cap bills 
as tts foundation. It doe~ not repeal Title 1.9 or incorporate the legislative language of other 
proposals, It·stunds~)n its 0\1.11: as an outline of what governors think the future of the 
Medicaid program should look like. It is at best an outline ~ but we think, it is nonetheless 
important. We know this outline Can be improved - and, we hope to ,work 'With you in a 
bipartisan way 10 do just that. 

Medicaid is much more than just an Ideological concept for governors. This program 
monoroHzes our anention. our planning, our rendering of services -~ and, most importantly 
our state budgets. We all want to reform this program, We hope we have provided you with a 
blueprint to do the job right. 

l'd like to focus toda~' on the critical guarantees this proposal provides. First, it provides a 
guarantee of eligibility to the individual. 1n earlier proposals. set~asides to eroups were used 
to try to ensure that individuals received coverage. The governors' proposal changes that. 
We maintain the strength of the current law tor eligibiiity. If you are eligible for Medicaid 
tod3)'. with few,exccptions. you wilt he eligible under this new program, 

Slilles will be reQUired to serve: 

• 

All Pregnant Women belm\" ]3.3% of poverty; 

All Children up to Age 6 WIder 133% of poveny; 

All Children 6·12 under 100% of poverty;
, 

t 



• 
All AFDC recipients (through curren' AFDC or a new cash assistance program); 
All People wi,h Disabilities as defined by the state and approved by the Secretary of HHS; 
All Elderly 5Sl 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 principle that our most vulnerable populations should be indiyiduallr eUaranteed 
entry into the program is what helped bring our group together. It is this structure that is 
critical to any ref~rmed Medicaid program. in the governors proposal. individuals are 
guaranteed coverage if they are in these federally defined classes -- as they are today under 
current law. 

T ada)'. when a pr~gnant 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 to 
the sta:c. Under the eariicr proposals, jf the state had spent enough on that class of people it 
had no obligation to serve her as an individual. The governors' proposal reJecls that approach, 
Ihai- prcgnanl wolmar.. indeed am: pregnant woman under 133% of poverty, is automatically 
eligible for Medica)d . 

.. . 

• 
Some of my colleagues \,,"jJl discuss the flexibility we are seeking to taIlor our benefits 
package 10 specific populations. We think it is important to maintain a meamngful safety net 
on benefits. For all guaranteed groups under our propo'sal ~~ the current mandatory benefits 
package, with few exceptions, \;,'ould continue 10 be mandatory. Stales would have some 
discretion beyond that mandatory package to laiior sped fie benefits to populations in need. 
We hope that wili enable us to expand the safety net to the working poor who by and large 
today have no health coverage. " 

This flexibility we're a')king for is nothing new to many members on this Committee. 11 is 
what drove many of you and some of my Republican colleagues at lhis table to support a 
block grant'for Medicaid. But in our agreement, the governors wanted 10 make sure, that the 
flexibility they got was rcaL 

None of us want the tlexibility to slash the program. But under some of the earlier proposals 
that's what flexibility, would have meant. Because of the magnhude of the cut. we would 
have been forced to use our flexibility to reduce our rolls. And because the federai 
government's participation was absolutely limited through an Iiji~reiate cap on federal 
spending. states would have been le:ft with no federal partner. 

This is where as governors we have taken a strong bipartisan stand u Que ~tQ~osal does not 
have an a~~re~ate cap. Our entire compromise is constructed around two fundamental 
principles ~~ flexibihty to the slates and a true federal/state partnership for financing, 

• 
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• 
These two principles must be linked. You cannot have true flexibility with a federal partner 
that can bail~out- in the tough times. And. you can't achieve the savings you need without 
allov.ing states the flexibility to run this program nlore efficiently, 

My colleagues will talk about our plan for financing this program. J want to emphasize this 
point on which we all agree, The umbrella fund in our proposal is uncapped; it is nOl subject 
to appropriatIon; it is an entitlement. '\l.'he·n more people becom~~r the program 
than expected the umbrella responds JutQffiaticalJ}', helping to provide critical health services 
to the individual: .,' 

If we experience a recession in Fioriqa and suddenly have an-increase in the nwnber of poor 
children eligible for Medicaid the fe'deml panner ....ill be there, automatically, sharing the 
burden with tbe state. If there is a natural disaster, the federal partner will he there, 
automatically, My state was devastated by H~cane Andrew I.n 1992, Overnight we had an 
cxtro. 12,QOO peopie eligible for M\!di~aid in Dade Count)', Without a strong federal partner 
during those difficult times, we would have been 0n'OUtO,\\TL Those families that needed- . 

carc would have been ir. serious trouble'.' , 
. '. 
Many sec this as a protection fOT siatt::'budgets, I see it as p~otection for the individuals in 
this program. ,That Structure cannQ;:~;c~ang~d:.· It i.s the.:,co~ ofQu(agreemenL It is why this 
group is before you today. ~t is a t~e ~ompr()mise, ' ,' .. .:", . 

""",' '" 

• Giving a state fl~xibilit\' without a~ieq~te reSources to co~er the needy would force states to 
cut their mUs. slash se~'ice~ and undenriine the overall h~alth' of their 'population. 1 know we 
an share,.a commitment to maintain ttlis 'c"ritical safety. net: And as governors, we are teady to 
begin work on a true bipartisan approaci'i,to refori:1 the' McdicaiCl prqgram,. ",; .. . ., ." 

1 know we all I09k fonvard Lo £ctting this job'done right: 

-",;' ' . 

, h' - , . 

., ..,,' 

.- . 

'. 
" " 

, '. 
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Umbrella 
Uncapped entitlement, not subject to appropriations. 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. 

• 
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. Summary of Senate Finance Commit1ee Budget Mark Up 
Medicaid Amendments • 

Below is. summary of Medicaid amendments offered during the Senate mark up of8. 1357, 
the Balanced Budget Act of 1995. [n some instances, Senators oo-.uthcred amendments; 
therefore, the amendments are listed underneath two Senators, , 

, 
Require a per capita cap. (Amendment withdrawn.) 

, 
Require a minimum benefit package. (Amemdment defeated.) 

Require a minimum level of Medicaid spending on mandatory popu1ations (children. 
families). (Amendment accepted.} 

Require family planning coverage. (Amendment defeated.) 


Require prc*flrcgnancy coverage (limited family planning). (Amendment accepted.) 


• 
• Guar~lee coverage of kids up to age 12. families below 100% of poverty level, and 

disabled. {Amendment accepted.} 

Conrad' 

• 	 Prohibit spousal impoverishment due to nursing home costs. (Amendment accepted.) , 

• 	 Require 1995 as baseline in new formula (Amendment defeated), 

B~iUCUS: 

• 	 Prohibit spousal impoveriShment due to nursing home costs. (Amendment accepted,) 

Graham: 


Require a per capita cap. (Amendment withdravro,)
,, 
• 	 Rctur6 to original Medicaid program ifinfant mortality dr nwnber of the uninsured 

incr~s, (Amendment defeated.) 

Sta1es include dlsproportionate share hospital (DSH) formula in state plan submitted to 
HCFA. (Amendment accepted.) 

• • Maintain restrictions on state provider taxes and donations (Amendment accepted.) 



Mosely Braun: 
I 

• 	 Return lto original Medicaid program jf infant mortality or the number of the uninsured 
incre,""?s. (Amendment defeated.) 

, 
• 	 Requires HCF A stUdy on disabled children and managed care (Amendment accepted.) 

I 
• Requires limited coverage for persons Itansitioning off AFDC. (Amendment defeated). 

Hatch: 

• 	 Sets aside 1% of Medicaid fWlds for FQHCs and RHCs. (Amendment accepted.) 

• 	 Create treatment goals for children with special health needs. (Amendment accepted.) 

I 
• 	 States include disproportionate share hospital (DSH) formula in state plan submitted to 

HcrA. (Amendment accepted.) 

Rockefeller: 

, 
• 	 Requires a study of affect of Medicaid changes. (Amendment accepted.) 

• 
• Requires payment of "adequate*' rates to Medicaid providers (Aniendrnent defeated.') 

• 	 Guarantee coverage of kids up to age 12. families beJow 100% of poverty level l and 
disabled. (Amendment acceptect.) 

D'Amato: 

.. 	 Increase federal Medicaid payments to 60% of program costs. (Amendment accepted,) 

• Use Medicaid private plan enroUment when computing DSH, (Amendment accepted.} 

Gra."iSley: 

• 	 Medicaid is secondary payer to other federal health programs. (t\.mendment accepted,) 

• 	 Maintain federal nursing home standards. (Amendment defeated.) 

• Maimain Medicaid drug rebate program contingent on study. (Amendment accepted.} 

Breaux: 

• 

, 


• 	 Allow CDC to negotiate discounts prices for immunizations. (Amendment accepted.) 


