"states are the only entities in a position to perform the

matching of data to determine whether certain groups are faring
worse than others." The commenter urged DHHS to explore ways to
incorporate the results of the various studies and analyses into

the bonus system.

In addition, the commenter suggested that DHHS "use any
statistically significant racial or ethnic disparity of outcomes
as a factor in evaluating the state's performance the following
year," i.e., to show improvement in the disparity‘as a threshold
measure for competing in the measure in which the disparity

occurred.

Response: We agree with the importance of equitable treatment of
various welfare populations. The Department has demonstrated its
strong commitment to fair and equitable treatment of individuals
in the welfare population. For example, in August, 1999, we
provided governors and State TANF administrators with
comprehensive written technical assistance to help them
understand the application of Federal civil rights laws in the
implementation of welfare reform. We have also worked on
developing technical assistance to clarify the responsibilities
of health and social agencies that receive Federal funding in
fulfilling their responsibilities to persons of limited English
proficiency, pursuant to title VI of the Civil Rights Act of

1964.
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We also believe that, if it were feasible to secure adequate

|
data, there may be factors beyond a State's control dhen there
are disparities in the outcomes among welfare sub-populations.
Immigration ‘and refugee resettlement patterns are examples of
factors that are beyond State control. Thus, it would be
difficult to construct a measure that would be fair to States.
Moreover, the commenter did not assess the availability and
interaction of racial/ethnic data for the various measures, but

rather leaves ACF to complete the analysis of the data sources

and decide how to use them. Without doing a full‘anqusis, we

were also concerned that the suggestion might require that States

conduct additional data collection and analysis.

V. Summary of the Final Rule

We continue to be committed to a high performance bonus system

that meets statutory requirements; reflects the principles

developed by NGA and APHSA; is based on measurable outcomes using
the most uniform, objective, and reliable data available; and
offers States an opportunity to be recognized for their

achievements in several areas.

In making changes to the final rule, we seriously copsidered all
|

concerns and recommendations of the commenters. We appreciate

the thoughtful and detailed letters we received, and we
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particularly appreciate the sense of common goals, expressed
directly or indirectly in the letters, focusing on both effective
implementation of the TANF program and the economic self-

sufficiency and well-being of families and children.

We also paid particular attention to the concerns of States,
given the diversity of views on certain issues between States and
a number of other commenters. We believe that the final rule
takes a balanced approach to the diversity of views. We believe
we have been responsive to, and incorporated a nuﬁber of, State
recommendations regarding ways of making the measures less
burdensome and more wofkéble; at the same time, we maintained
other provisions that were supported by a very broad range of
commenters, e.g., the Food Stamp and the Medicaid/SCHIP measures.
We have also accepted a number of other recommendations for
changes and modifications. We discuss these changes and respond
to specific comments in the detailed section-by-section

discussion below. Briefly, however, the final rule:

1. Awards bonuses to the ten States with the highest
scores in the four work measures proposed in the NPRM,

‘'with minor modifications;

2. Awards bonuses to the three States with the highest
scores on a new absolute measure and the seven States

with the highest scores on the improvement measure
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(proposed in the NPRM) related to the participation by

low-income working families in the Food Stamp Program;

Awards bonuses to the three States with the highest
scores on a new absolute measure and to the seven
States with the highest scores on the NPRM| improvement
measure related to the participation of formexr TANF

recipients in the Medicaid and SCHIP programs;

Makes more explicit that States may choose any of the

measures on which they wish to compete in order to
conform the language of the Food Stamp measure to the

overall policy that participation is voluntary;
Eliminates the qualifying conditions and qualifying
options proposed in the NPRM for the Food Stamp and the
Medicaid/SCHIP measures;

Drops the Family Formation and Stability measure;

Adds the $20 million proposed for the Family Formation

measure to the total allocation for the work measures
and divides these funds proportionately among the four

work measures;
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10.

11.

12.

13.

14.

Continues to allot $20 million to each of the Food

Stamp and Medicaid/SCHIP measures;

Reduces the reporting burden on States by allowing
waivers of the reporting requirements for SSP-MOE data

under certain limited circumstances;

Reduces the reporting burden on those States competing
on the work measures by requiring only minimal
identifying information on adult TANF récipients that
we will use to match with NDNH data at the Federal

level;

Bases competition on the Food Stamp measure initially
on the Census Bureau's Supplementary Census 2000 Survey
and later on data from the American Community Survey;
Bases competition on the Medicaid/SCHIP measure on
State Medicaid/SCHIP data, matched with TANF data at

the State level;

Specifies the dates by which States must report data

and other information to us;

Clarifies the use of the bonus funds; and
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15. Makes technical and clarifying changes in the work
measures, e.g., changes the way we calculate the
improvement measures from percentage change to
percentage point change and drops the requTrement that

States identify those persons whose jobs are fully

subsidized.

For the reasons discussed above, we have not added any new

measures.

VI. Section-by-Sectioh Discussion of the Final Rule and the

Public Comments

Section 270.1 What does this part cover?

We received no comments on this section and have madF no changes

to it. {

Section 270.2 What definitions apply to this part?

This section of the NPRM proposed a number of definitions used in

this part.
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We have made several changes in this section: (1) we have updated
the acronym and name of the CHIP (Children's Health Insurance
Program) to SCHIP (State Children's Health Insurance Program) ;

(2) we have added the words "or the calendar year" in the
definition of "performance year" to indicate that, for the Food
Stamp measure, we will be comparing State performance based

on a calendar year rather than a fiscal year; (3) we have moved
the definition of "improvement rate" as proposed in §270.5(c) of
the NPRM to this section; and (4) we have added a definition of
"absolute rate." We have added these two definitions in this
section for clarity and because these terms now apply to both the

work measures and the work support measures.
We received other comments on this section:

Comment: One State asked that we add definitions for the terms
"TANF eligible," "employed recipient," and "leaving TANF
assistance," as these terms have different meanings across

States.

Response: We have not added definitions of these terms for
several reasons. First, the term "TANF eligible" was used in the
NPRM to describe qualifying conditions for the Food Stamp
measure. These conditions have been dropped in the final rule.
Second, the term "leaving TANF assistance" is used in the

_— e e st

description of the Medicaid/SCHIP measure, but it is clear in the
—’-——_‘\—_\ e—
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language of §270.4(d) that this term refers to persoﬂs no longer

Finally, the term "employed

cribing components of several of the

receiving TANF (assistance>
recipient" is use

work measures. We believe it is clear that'ggg}pyme%ﬁ connotes

earnings or wages. Since we have not established a minimum

cr T |

earnings threshold, we believe it is not necessary to define this

—

term.

Comment: In commenting specifically on the definiti?n of the
terms "comparison year," "fiscal year," and “perfbrmgnce year,"
one commenter was concerned that these definitions, Fombined with
the proposed work measﬁrés, resulted in a bonﬁs systgm that
penalizes those States that may have focused on thesF activities
well before the first comparison year. For example,| these
definitions and our other proposals would penalize States that
have achieved significant increases in health care coverage
between the beginning of their welfare program and the comparison
year, while providing an advantage to States that have started

more slowly. (This is an example of the "level playing field"

issue on which we received a number of comments.)

This commenter recommended that we should base the health

|
_ .
coverage measure on the States' overall efforts beginning with

the effective date of the TANF program.
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Response: The "level playing field" issue is one that we and
others have struggled with since the beginning of our
consultations on establishing a high performance bonus system.
We agree that the system in place for the awards in FYs 1999
through 2001 and specified in this final rule would not

completely address the concerns of, and may disadvantage, some

strong performers who initiated their welfare reform programs

prior to FY 1997.

However, we have made no change in the definitions in response to
this comment. The statute specifies the "bonus years" for
purposes of these awards as FYs 1999 through 2003, and we based
bonus awards in FY 1999 on a State's performance in FYs 1997 and

1998. We did not believe that measuring performance in earlier

years was responsive to the requirement that awards reflect a

State's performance under, and following the establishment of,

—————

the TANF program.

Nevertheless, we have made two changes in the final rule that may
help address concerns regarding a "level playing field," i.e., we
have added an absolute outcome measure in both the Food Stamp and
the Medicaid/SCHIP measures and we have changed the way we
calculate the improvement measure from percentage to percentage

point change. (See §270.4(c) and (d).)
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Section 270.3 What is the annual maximum amount we will award ‘

and the maximum amount that a State can receive each year?

In accordanée with-éection 403(a)(4)(B)(ii)-of the Act, we
proposed that the amount payable to a State in a given bonus year
will not exceed five percent of the State's family assistance
grant (SFAG). We also published, as an Appendix to the NPRM, a
list of the total amount of each State's SFAG and the amount

equal to five percent of each State's SFAG.

Comment: One State asked that we clarify whether the SFAG is the
"present grant amount" or the grant amount when the bonuses are

awarded.

Response: The statute and the TANF regulations (45 CFR 260.30)
define the State family assistance grant (SFAG) as the amount of
the basic block grant allocated to each eligible State under the

formula at section 403(a) (1) of the Act. Thus, other TANF funds

CoTEe TR P o
that a-State_may receive under section 403, e.g., bonus funds,
=24 ptate-may >

contingency funds, and supplemental funds, are not a part of the

SFAG. Néither would we reduce a State's bonus award based on

—_—

reductions to the "SFAG payable" due to a penalty against the

State. The amount of the State's SFAG as published in the
Appendix to the NPRM is accurate and remains in effect until the

statute changes.
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Section 270.4 On what measures will we base the bonus awards?

In the NPRM, we proposed in paragraph (a) of this section to
award'bonuseé based on four erk measurés and three "non-work"
measures. We proposed the work measures in paragraph (b) of this
section. As we said in the overview of comments on the work
measures above, there was strong support for these measures,
although we received a number of suggestions for substantive
modifications and technical changes. We address these

suggestions in the discussion of §270.5 and §270.6 below.

Section 270.4(c) Measure of participation by low-income working

households in the Food Stamp Program

Under the proposed food stamp outcome measure, we would measure

the improvement in the number of low-income working families

(i.e., families with children under the age of 18 who have an
how
income of less than 130 percent of poverty and earnings equal to decrd
! Al

at least half-time, full-year emgloyment at_gng_minimum_ﬂgggL

reéeiving food stamps as a percentage of the number of low-income
working families in the State, using the same definition. For
any given year, we would compare a State's performance on the
measure with its performance in the previous year, beginning with

a comparison of calendar year (CY) 2000 to CY 2001. We would

79



rank all States and would award bonuses to the 10 States with the '

greatest percentage improvement in this measure. We proposed to

——

allocate $20 million annually for the food stamp measure.

We also proposed that, in order to compete on the food stamp
outcome measure, a State must be in compliance with four
qualifying conditions. The qualifying conditions proposed in the

rule were the following:

(1) The State agency has issued policy instructions or
regulations clearly specifying that, at first contact with
the sState agency‘Which administers the Food Stamp Program,
individuals must be informed of the oppoftunity to apply for

food stamps in accordance with 7 CFR 273.2(c) (1). | ‘

(2) The State agency has issued policy instructions or
regulations clearly specifying that food stamp application
forms are to be readily accessible and available upon

request, in accordance with 7. CFR 273.2(c) (3).

(3) BAs evidenced through policy instructions, regulations,
and administrative reviews, the State agency is complying
with application processing time frames and expedited

service rules, as required by 7 CFR 273.2(g).
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(4) As evidenced through policy instructions, regulations,
and administrative reviews, the State agency has taken steps
to prevent inappropriate denials and terminations of
eligible food stamp participants who have lost TANF
eligibility, in accordance with 7 CFR 273.12(f). Since food
stamp eligibility is not based on TANF eligibility, States
may not deny food stamp eligibility to a family or family

member simply because the family is ineligible for TANF.

We proposed that the Food and Nutrition Service (FNS) of the U.s.
Department of Agriculture would determine each State's compliance
with the qualifying cohditions, as a part of its ongoing
oversight of the Food Stamp Program.

ot
As noted earlier in this preamble, the majority of/Fomments
received on the food stamp outcome measure supported the proposed
measure. However, for a number of reasons, the vast majority of
State commenters opposed the inclusion of the food stamp outcome
measuré. We have seriously considered all comments, particularly
the concerns of States. We believe that we have addressed many,
though not all, of their concérns in the final rule. We have

also accepted recommendations made by other commenters.
Briefly, we have made the following changes in the final rule:

(1) Added an absolute perforpgénce measure;



(2) Changed the award structure to grant bonuses to the

‘three States that rank the highest on the absolute
performance measure and the seven States that rank the

highest on the improvement measure;

(3) Changed the measured unit from "families" to

"households with children"; ‘

|

(4) Revised the improvement component to measu%e the
percentage point improvement, rather than the pércentage
improvement, in the participation of low-income|working

households with children;

(5) Dropped the qualifying conditions;

(6) Made more explicit that competition on the measure is
optional for States, to conform to the overall bonus policy
that participation is voluntary; and

(7) Clarified how we will deal with tie scores.

We address the specific comments below.

Comments: Some commenters claimed that awarding TANF high

performance bonus funds based on a measure of food %tamp

performance exceeds the statutory authority of TANF. Others
|

argued that the food stamp measure encourages contiﬁued

dependence on government benefits and, thus, runs Cﬂntrary to the
second goal of the TANF program, which is to end th% dependence
of needy parents on government benefits by promotin& job

preparation, woxrk, and marriage.
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Response: We disagree with the commenters who believe that

awarding TANF bonus funds based on State performance in the Food

Stamp Program exceeds the statutory authority of TANF. Section

403 (a) (4) of the Act requires the Secretary of the Department of
Health and Human Services to award bonuses to those States that
are most successful in achieving the goals and purposes of the
TANF program. As noted earlier in the preamble, we believe that
State performance to ensure that eligible working families
receive food stamps addresses two of the statutory goals of the
TANF program: providing assistance to needy families so that
children may be cared for in their own homes; and ending the
dependence of needy parents on government benefits by promoting

job preparation and work.

We recognize that a number of commenters felt that, far from
ending the dependence of needy parents on government benefits,
the food stamp outcome measure encourages dependence by
encouraging States to assist working families to participate in

the Food Stamp Program. We strongly disagree with this

viewpoint. Ending the dependence of needy parents on government
—_—

assistance requires successfully transitioning parents from
welfare to work. Key to that successful transition is the Food
Stamp Program. Food stamps provide needed nutritional benefits
during that period when families are working but are not earning

at the level that will enable them to achieve full self-

sufficiency. 1In some cases, working parents may only be able to
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keep their jobs and feed their families because food stamps help

them make ends meet.

Comments: Some commenters opposed the food stamp outcome measure

on the grounds that it does not take into account many factors

that have contributed to the decline in food stamp participation,
including policy changes that have affected the elig}bility of

single adults and non-citizens.

Response: We recognize that many factors combined to cause the

significant decrease in program participation experienced since

1996, not the least of which were a strong economy an new food

stamp requirements that barred many non-citizens fro%

participating in the program and imposed work requirements on
able-bodied, childless adults. However, other factors also
appear to be at work. Between 1995 and 1998, food stamp

bet |

sl CTTR e TPEEy PR ORER
participation fell three times as fast as poverty, sbggesting

‘that many poor families have left the program despit% their

S intfenige

continuing eligibility. Traditionally, the program has had lower

participation rates among eligible low-income families who are

not receiving cash assistance. This means that as more families

move from cash assistance to work, we have begun to [see a

dramatic decline in the food stamp rolls even thougﬁ many of

these low-income families remain eligible for food stamps. The

food stamp outcome measure is designed to provide States with an




incentive to implement policies and procedures necessary to

improve access to the program among working families.

Comments: Some commenters felt that the food stamp measure
effectively holds States responsible for overcoming obstacles to
program participation that are established in Federal law and
regulation. The commenters noted that strict eligibility
requirements in the Food Stamp Program and Federal policies in
effect restrict the number of families who can receive food
stamps. The commenters believe that if the Administration is
committed to expan&ing food stamp participation, it should take
the necessary steps to amend the law and relax Federal
regulations. They recommended relaxing reporting and
verification requirements for working families, improving
conformity between food stamp and TANF rules, and simplifying

rules related to self-employment.

Response: We recognize that complex Federal laws and
regulations, as well as State policies and procedures, can prove
to be a barrier to Food Stamp Program participation among working
families. For their part, USDA and FNS have taken steps to
simplify program rules and reduce administrative burdens on
working families. 1In July 1999, the President announced a series
of actions to help ensure working families access to food stamps.
These actions included: (1) expanding categorical eligibility

rules to make it easier for working families to own a car and
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still be eligible for food stamps; (2) so long as thé household's
eligibility is redetermined at least every six month;, providing
States the option to allow working households to-repért changes
in their circumstances on a quarterly basis, report only changes
in income of $100 or more a month, and report only w&en there is
a change in a job, hours of work, or wage rate; and (3) raising

the quality control threshold that establishes when L case is

considered to be in error from $5 to $25.

In addition, in a recently published proposed rulé, Foncitizen
Eligibility and Certification Provisions of Pub. L. ho4-193, as
amended by Public Laws 104-208, 105-33, and 105-185,‘(65 FR
10855), FNS proposed a number of provisions for further
simplifying program rules and expanding State flexibility. The
rule proposed the following: (1) simplifying current verification
requirements by removing overly prescriptive requirements for use
of specific documents for verification; (2) allowin% for the use
of a simplified method of calculating self-employment expenses
for certain specified types of businesses; and (3) establishing
the ground rules for implementing the Simplified Fogd Stamp

|

Program, under which States may determine food stamp benefit
levels for households receiving TANF by using food étamp

requirements, TANF rules, or a combination of the two.

In regard to achieving better conformity between TANF and food

stamps, FNS has tried to provide States with as much flexibility
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as possible in conforming food stamp rules to TANF requirements
without compromising the food security of the low-income

population the program serves. Many State efforts to conform

food stamp rules with TANF rules fail to recognize that the Food-—

Stamp Program serves a large and diverse range of people, two-
T e — . e e T T T T ‘_.____‘b‘_*’.___/—-——
thlrds of whom do not receive TANq To modify the rules of a

larger, national program to adhere|l to a series of smaller

programs would not make good policly sense.

-

OB “
Comments: Some commenters believed that food staﬁp participation
is not the appropriate variable for measuring a State's
performance, given the fact that TANF benefit amounts and income
disregards vary by State. 1In States with liberal disregards, a
family's earnings plus TANF benefits ma? cause ineligibility for
food stamps or reduce the food stamp benefit level to such a low
amount that the family may conclude that it is not worth the
effort to compiy with certification requirements. Other
commenters felt that the measure would reward States that place
clients in low paying jobs or otherwise keep families below 130
percent of the Federal poverty level so that they may continue to

qualify for food stamps.

Response: We do not believe that the food stamp outcome measure
disadvantages States with more liberal TANF programs. First,
most State TANFLprograms do not have eligibility standards that

are greater than 130 percent of poverty. Second, if a State has

~
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more liberal disregards, food stamp eligible working households
with children are more likely to continue receiving TANF, and
thus are more likely than other working households to be

participating on the Food Stamp Program.

Also, States should be focused on improving food stamp
participation among all low-income, working households with
children, not just those receiving TANF. There are many more
low-income working households with children who are eligible for
food stamps than there are TANF participants. Thbse States that
will do the best in the improvement measure are not those who
improve food stamp participation the most among current or former
TANF recipients. Rather, it will be those States that increase
food stamp participation the most among all low-income working

households with children. Similarly, the absolute measure will.

-

reward States that serve,theammest low-income working households

with children overall,/not the most current or former TANF
~\____\—

recipients. PNLYQJJ#G*'$&(lEyJE%(,C;a) 627

Comments: Some commenters felt that the food stamp outcome
measure failed to take into account the restrictive rules of the
Food Stamp Program. They noted that the only measure being used
is income below 130 percent of poverty,'but income is not the
only factor that must be measured in actually determining
eligibility for the Food Stamp Program. The asset rules alone

will make many low-income families ipeligible.




0

£85X
Py
£

et
R,

Response: Limitations in the Census Bureau data that we will uée
to meaéure States' performances on the food stamp outcome measure
make it difficult to screen households for food stamp eligibility
factors other than income. However, we do not believe that using
income below 130 percent of poverty as a proxy for food stamp
eligibility disadvantages any State in the bonus competition.
While it is true that, becagse of the food stamp asset test and
non-financial eligibility tests, a State's ratio of working
families participating on the Food Stamp Program to working
families that are income eligible for the prograﬁ will appear

lower than it in fact is, this will be true for every State

because the Food Stamp Program employs national eligibility

criteria. Thus, no State should be disadvantaged\igiii%§§£iigg_\
to other States or to itself over time. o qughfy‘ Ml

Comments: Several commenters noted that while the food stamp
outcome measure gauges the TANF program's effectiveness in

enrolling working poor families in the Food Stamp Program, States

are prohibited by law from spending TANF and MOE money for food

—_—

stamp outreach. These commenters felt that it is unreasonable to

hold a TANF program accountable for increases or decreases in the
food stamp caseload when States cannot use TANF funds for food

stamp outreach.

Response: Section 16 (k) (5) of the Food Stamp Act of 1977, as

amended, prohibits States from using TANF or MOE funds to pay for

89 )
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food stamp costs that are eligible for reimbursement under the

Food Stamp Act. This includes the cost of activities to inform

low-income households about the availability, eligibility

requirements, application procedures benefits of the Food

. Stamp Program. However, although State
3 — ' °
{BMOE ‘money on_t} 1y ]
N\

4

may not spend TANF, or

use other State money to

~

und these activities and FNS will matc+ the expenditures at the

N £
w

50 rate. 1In addition, there are cextain activities related to

!
Eg;ﬂ§>1ncrea51ng food stamp participation that are not relmbursable
tS under the Food Stamp Act and for which |States can use TANF or MOE
g? funds. These activities include individuals to

é? participate in the Food Stamp Program, providing transportation

\§§ to certification and issuance offices, and acfing as an

authorized representative.

Comments: Several commenters noted that while the food stamp
measure refers to "families," food stamp receipt is by household,
which may or may not match the conventional (TANF) definition of

family.

Response: We recognize that looking at families in the food
stamp measures makes the measures somewhat incongruous with the
Food Stamp Program, in which receipt is based on "household." A
family, defined as parent and child, may not match the food stamp
household, which would include anYoné that lives with the family

and purchases and prepares meals w1th them.
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In the proposed food stamp outcome measure, a family that is
included in the count of working families in a State that are
income eligible for food stamps may not, because of the presencs:
of another person in the home who purchases and prepares meals
with the family, be in fact eligible for food stamps. This
incongruity could cause the ratio of working families
participating in the Food Stamp Program to families that are
income eligible for the program in a State to appear lower than

it in fact is.

Because this would be true in all States, we do not believe that
this incongruity creates a bias in favor of any State in the
competition or affects over time comparisons within States.
However, in the final rule, we have changed the measured unit in
the food stamp measures from families to households in order to
better align the measure with the Food Stamp Program. We are
revising the proposed regulations at §270.4(c) to indicate that
we will measure the number of low-income working households with
children participating in the Food Stamp Program as a percentage
of the number of low-income working households with children in

the State. 2

Comments: One commenter objected that the food stamp outcome
measure effectively restores repealed Food Stamp Program client
service requirements. The commenter noted that to effectively

compete for a high-performance bonus under the Food Stamp Program
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measure, States must restore many client service requirements
ﬁhat were repealed by PRWORA. The commenter believed that HHS
was using financial incentives as a trade-off for the flexibility
and independence to operate local food stamp offices that was

granted States under PRWORA.

Response: In replacing specific client service requirements with
the broad requirement that States establish procedures that best
serve households, PRWORA directed States to take into account
households with special needs. Included in this épecial needs
category are working families. Therefore, beyond any desire to
compete for TANF bonus funds, States have a responsibility to
make the Food Stamp Program accessible to working families by
implementing practices such as holding evening office hours and
increasing the availability of application sites. Awarding TANF
bonus funds based on State performance in serving working
families, while primarily a recognition of the importance of food
stamps to the overall success of welfare reform, is a means of
providing States with an additional incentive to implement
practices that will improve enrollment among a needy, yet

difficult-to-serve, population.

Comments: Some commenters believed that the food stamp measure
was improperly designed and suggested alternative measures. A
number of commenters felt that the proposed measure did not

address the real issue -- that families leaving the TANF rolls
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are not properly referred:
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still be eligible. These commenters suggested that we re-design

to food stamps, even though they may

the measure to track food stamp receipt among former TANF
recipients for the month following the end of TANF receipt to
ensure continual access to the Food Stamp Program. Other
commenters criticized the measure for not giving States credit
for cases in which a family leaving TANF earns too much to

qualify for food stamps.

Response: Our interest in improving participatioh in the Food
Stamp Program extends to all low-income, working families, not
just those served by the TANF program. The majority of low-
income working families that are eligible for food stamps have
never participated in TANF. Also, many States refer eligible
TANF recipients into diversion programs that provide them needed
services and keep them off of the TANF program. The ability of
these households to support themselves is vital to the success of
welfare reform. Without food stamps, many of these families are
in danger of going hungry; this could impactlpheir_ability to
hold a job and to remain off of government ﬁiﬁ;nciél assistance.
The food stamp ocutcome measure provides States with an incentive

to ensure that ellglble former TANF recipients are properly

. / AL /1 | .
<;;;;:?:g\ﬁp/the Food Stamp Program At the same time, it

et
prov1des States with an incentive to improve access to the

program for low-income, working families who have never been

served by the TANF program, but whose ability to achieve and

/




sustain self-sufficiency is nevertheless critical to the success

of welfare reform.

Comments: Several commenters suggested that we should expand the
food stamp measure to evaluate the improvement in participation
among all low-income families in a State, not just those who are

1

working. ‘ i ’
Response: While we recognize the impofténce of food stamps as a
support for all low-income households, we believe that we should
continue to focus the food stamp outcome measure on working poor
families. Participation in the Food Stamp Program remains
especially low among the working poor; in 1997, only 47 percent
of individuals in households with employed adults who were
eligible for food stamp benefits participated in the Food Stamp
Program, compared to a participation rate of 63 percent overall.
If welfare reform is to be a lasting success, States must
increase the participation rate of low-income working families
significantly. By restricting the food stamp outcome measure to
working households with children, we can help States focus on
improving access to food stamps for this hard-to-serve
population. Thus, we have not made a change to the proposed

regulation as a result of these comments.

Comments: One commenter felt that it was inappropriate to limit

bonuses to the top 10 States. The commenter recommended that we
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expand the number of States who could benefit from the

performance bonus.

Response: We have limited the high performance bonus funds
allocated for the food stamp outcome measure to $20 million
annually. Dividing that amount among more than 10 States would
spread the money too thinly, weakening its ability to act as an
incentive to States to improve food stamp participation among
low-income, working families. For this reason, we have not made

changes to the proposed rule.

Comments: A number of commenters noted that the proposed food
stamp performance measure, because it is a measure of improvement
only, disadvantages States that are already doing a good job of
encouraging Food Stamp Program participation among low-income
working families. Some commenters requested that we expand the
measure to recognize the progress made by States prior to the
first year of the bonus awards and the progress made in prior
years as the bonus moves from year to year. Other commenters
suggested that we include é measure of absolute performance as
well as an improvement measure. These commenters further
suggested that we rank States separately on both the absolute and
improvement measures and award bonuses to the top five States in

each category.
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Response: We recognize the importance of rewarding States for ‘
both absolute performance and improvement in each high
performance bonus category. Awarding bonuses for both absolute
performance and improvement provides a way to ensure a more
objective and fair competition, by allowing States that start
from different baselines a reasonable chance to compete
successfully for bonus money. Each of the four work measures has
an absolute and improvement component. However, in the case of
the food stamp outcome measure, because only $20 million is being
allocated for the measure, we felt that dividing the bonus among
20 winners, 10 for the best performance and 10 for the most
improved, would too greatly diminish the incentive the bonus
would provide. We opted in the proposed rule, therefore, to the

make the food stamp outcome measure only a measure of

improvement. Given the low participation rate of poor working
families on the Food Stamp Program, we felt that it was more
important to reward States that improve program access to this
group than to reward States who are already doing a good job of

serving them.

Based on the comments we have received on the provision, however,
we have decided to modify the food stamp outcome measure by
adding a measure of absolute performance. This measure is
designed to reward those States that, in a given year,
demonstrate the very best performance in serving low-income

working families. Under the outcome measure in the final rule,
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we will award $6 million in bonus funds to the three States that
serve the highest percentage of low-income working households
with children in the current year (the absolute measure) and
award $14 million to the seven States that show the most
improvement in performance from the previous year to the current
year. We chose to reward more States for improving performance
than for maintaining high overall performance because we wish to
keep the emphasis of the bonus on improving service to low income
working households with children. We believe that this provision
offers an effective compromise between rewarding States that
currently do the best job of serving low-income working families
and providing an incentive for other States to improve their
performance. We have revised the proposed regulations at

§270.4 (c) to reflect these changes.

Comments: Several commenters suggested that we revise the food
stamp measure to measure the percentage point improvement, rather
than the percentage improvement, in the participation of low-
income working families. They noted that under the proposed
measure, we would rank a State that increases food stamp
participation from 5 percent to 10 percent (100 percent
improvement) higher than a State that increases participation

from 30 to 45 percent (50 percent improvement).

Response: We agree with the commenters that a fairer measure of

improvement would be to measure the percentage point improvement
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rathe: 1}an the percentage improvement in the participation of ‘

low-in-me working families. Therefore, we are modifying the
food 1 .up improvement measure at §270.4(c) to reflect this
chang«- This change is consistent with the change we made in the
work imp,ovement measure in §270.6.

comment ;. A commenter noted that the food stamp performance
measur 1 eeds to have a method for dealing with tie scores
simili) 1o the method for the work measures.

Respon::. We agree with the commenters and are revising the food
stamp i1 come measures in paragraphs (c) (1) and (c) (2) of this
section o include a method for dealing with tie scores. We will
use the ame method for resolving tie scores for the food stamp {
measur«:: a5 we use for the work and the Medicaid/SCHIP measures.
We will calculate the percentage rate for the absolute
perforum.nce measure to two decimal points. If two or more States
have ti gsame percentage rate for this measure, we will calculate
the rat«; for these States to as many decimal points as necessary
to eliminate the tie. Likewise, we will calculate the percentage
rate f., the improvement measure to two decimal points. If two

OI Mor« states have the same percentage rate for this measure, we
will ciajcylate the rates for these States to as many decimal

polnt: .y necessary to eliminate the tie.
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Comments: We received a number of comments related to the
proposed qualifying conditions. Several commenters suggested
that we strengthen the conditions. One commenter recommended
that we require States to affirmatively demonstrate that their
computer systems have been programmed so that when any ?§N€m¢§§?
closes, the food stamp case remains open unt;ihéhé4ﬁorker makes
~an independent determination as to whether the hqusehélqw}§aggé¥l.”
_eligible for food stamps. Another commenﬁér requested that
States be requifed to“ﬁétify the public that they are competing
for a bonus related to food stamp participation and solicit
comments on the extent to which agency practices are inconsistent
with the qualifying conditions. The same commenter also
recommended that HHS publish the preliminary determinations as to
States' compliance and the basis for such conclusions, and seek
comments from the public as to whether the determinations are

accurate.

A number of other commenters, however, recommended that we
eliminate the qualifying conditions. One commenter noted that
FNS will not have the resources to undertake the new
determinations and, as a result, will likely certify that States
‘are in compliance based on incomplete information. If the agency
did discover noncompliance with these policies at a later date,
the earlier certification could interfere with administrative or

legal actions the agency might wish to take.
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Other commenters noted that the conditions proposed in the rule
are already requirements in the Food Stamp Act of 1977, as
amended, and therefore are among the many factors already
monitored for compliance by both the States and FNS. These
commenters recommended that FNS allow States to self-certify
their compliance with the conditions. Otherwise, they argue, FNS
would need to redirect its limited staff resources and focus on
the qualifying conditions, to the exclusion of other important

State assistance and monitoring activities.

Response: After carefully considering all of the comments
received on the qualifying conditions, we have decided to remove
these conditions from the food stamp outcome measure. While HHS
and FNS both firmly believe that it would be inappropriate.for a
State to win bonus money related to improving food stamp
participation among working poor families if they are not in
compliance with the most basic rules and regulations that are
designed to provide program access, FNS' ongoing compliance
activities will not necessarily be compatible with the timing of
the high performance bonus awards. FNS already monitors State
compliance with the four qualifying conditions, and the Food
Stamp Program already contains appropriate remedies for
addressing compliance issues. In addition, the qualifying
conditions are so basic to maintaining good program access for
working families that States that fail to meet them will likely

not perform well in the bonus competition.




Although we are removing the qualifying conditions from the food
stamp outcome measure, State compliance with those requirements,

and with other legal and regulatory provisions related to program

il
yito.

access, remains a high priority with FNS. For example, FNS has
released two program access guides, one for working families and
another for elderly and disabled households, that are designed to
assist State policy makers and others in understanding what the
food stamp statute and regulations require of States in terms of
food stamp eligibility application processing, recertification,
notice and appeal rights, among other matters. In addition, FNS
is conducting customer service access reviews in every State that
are designed to identify barriers to program participation,
including problems stemming from noncompliance with the program's
legal and regulatory requirements. By the end of FY 2000, FNS
will have completed between one to three access reviews in every
State. Beyond FY 2000, FNS intends to make customer service

access reviews a permanent part of its oversight of the Food

Stamp Program.

Comments: We received a number of comments on our proposal to
use Census Bureau decennial and annual deﬁographic program data
in ranking State performance on the food stamp measure. Many
commenters expressed concern as to the reliability of Census
data. They noted that, in the past, Census Bureau data has
provided misleading information regarding food stamp

participation when compared to actual State data. Also, they
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felt that, while using Census data simplifies setting the
baseline, it could rapidly become outdated based on population
growth in States, resulting in an inability to award State bonus
funds accurately and appropriately. Many commenters wondered why
we did not simply use State administrative data, which is more
reliable and would match the method for tracking Medicaid and

SCHIP enrollment.

Response: The food stamp outcome measure examines changes in the
ratio of the number of working households with children in a
State that participate on the Food Stamp Program to the number of
working households with children in the State that are income
eligible for the progfam. State administrative data can only
provide us with the number of working families in a State that
are participating in the Food Stamp Program. They cannot tell us
the total number of families in the State who are income eligible
for the program. The only data source that can provide us that

information is Census Bureau data.

We recognize there are problems inherent in using existing Census
data sources for awarding TANF bonus funds. However, we hope to
avoid many of the pitfalls identified by commenters by using new
Census surveys. Initially, we will use the Supplementary Census
2000 survey, which we expect will provide data for the FY 2001
and FY 2002 awards, and, later, the American Community Survey,

which will provide data for the FY 2003 awards.
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Comment: One commenter asked that we publicize baseline
information from the Census data used to determine State
performance on the food stamp measure on all States so States
will know what current data show and how they stand in relation

to other States.

Response: We intend to release the baseline Census data, as well
as other data relevant to the performance and rankings of

competing States.

Comments: Some commenters noted that Census data would identify
noncitizens as part of the low-income population potentially
eligible for food stamps; However, they may not in fact be
eligible for the program. The commenters noted that this would
disadvantage States with significant noncitizen populations and
suggested that we factor such noncitizen groups out of the
outcome measure calculation or add a provision to the measure to
count State-funded food stamp recipients toward a State's overall
percentage of low-income working families receiving food stamp

benefits.

Response: Based on our most recent available data, almost 85
percent of households with a noncitizen also contain at least one
citizen child. Thus, the majority of the noncitizen households
identified as part of the low-income working population eligible

for food stamps in a State would contain at least one member who
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is eligible for food stamps. We recognize that households

|

containing eligible children, but ineligible parents,|can be an

extremely difficult population to serve. However, if we were to
exclude these households from the food stamp outcome measure, we
would be providing States no incentive for improving access to

these needy children and families.

Also, we have not included State-funded food stamp recipients in
the count of a State's number of low-income working families
receiving food stamps. Many of the individuals served in the
State-funded program who have citizen children will ?1ready be
included in the count of food stamp participaﬁing ho%seholds.
The majority of the remaining participants in the State-funded
programs will be individuals without children who wi%l not be

included in the count of the number of low-income woﬁking

households eligible for food stamps in the State.

Comments: Several commenters felt that, regardless of whether
they intend to compete in the non-work measures, Stares should be
required to provide data on their progress in the food stamp

outcome measures as a prerequisite to competing in the work

measures.

Responge: As noted above, the data source for the food stamp
outcome measure will be Census data, not administratjive data

submitted by States. ACF and FNS, therefore, will have data on
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every State's performance on the food stamp outcome measure,
regardless of whether or not a State chooses to compete on the

measure.

Comments: One commenter felt that the food stamp measure should
include both quantitative and qualitative components, especially
worker-client relationship evaluations and customer satisfaction.
The commenter believed that many of the barriers to participation
in the food stamp and Medicaid programs are attributable to
caseworker attitudes. More training and encouragément from the
State agency could reverse this trend, thus increasing

enrollment.

Response: Including qualitative components in the food stamp
outcome measure, such as worker evaluations and reports on client
satisfaction, would diminish our ability to rank States quickly
and objectively. 1In addition, we are concerned that increasing
administrative burdens on States by requiring them to collect and
report such data would likely deter them from competing on the
measures. We also believe the recommended new components would

be process, not outcome, measures.

Finally, improving customer service is a vital component to
increasing participation among low-income working families in the
Food Stamp Program. States that wish to realistically compete

for the food stamp related bonus will have to improve their
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customer service standards along the lines discussed Ln USDA's
food stamp access guide, "The Nutrition Safety Net aq Work for
Families: A Primer for Enhancing the Nutrition Safetﬁ Net for

Workers and Their Children," published in 1999. Theﬁefore, we

are making no changes to the proposed rule.

Comments: Two commenters noted that the Economic Re%earch
Service (ERS) of the USDA is conducting research int$ the reasons
families may not participate in the Food Stamp.Progrém. These
commenters felt that participation by low-income families in the
Food Stamp Program should not be part of the TANF high
performance bonus system until ERS completed this reLearch and

specific barriers are identified and resolved at thelnational

program level.

Response: ERS is funding a study on Food Stamp Program access
and declining participation. The study will examinel the impact
of local food stamp office policies and practices OJ food stamp
participation. However, data collection for the study will not
begin until Fall 2000, and a final report is not due until Winter
2001. While we expect the report to provide us with greater
insight into the practices and policies of local offices that may

deter individuals from applying for food stamps, we see no reason

to wait two years to provide States with a fiscal incentive to

|

begin removing barriers to participation. There are steps that

States can take today to improve program access. We included a
\
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listing of best practices for serving working families in the
proposed rule. They are also contained in USDA's publication
"The Nutrition Safety Net at Work for Families: A Primer for
Enhancing the Nutrition Safety Net for Workers and Their

Children."

Section 270.4(d) Measure of participation by low-income families

in the Medicaid/SCHIP programs

In the proposed rule, we included a non-work measure related to
Medicaid/SCHIP that would reward State efforts to support work,
self-sufficiency and the well-being of low-income families. This
measure looked at improvement in the percentage of TANF families

who were enrolled in Medicaid or SCHIP at the time they lost TANF

and who are enrolled in Medicaid or SCHIP six months later. We

e

“chose this approach because nearly all of these families leaving
TANF are likely to be eligible for a minimum of six months of
transitional Medicaid under section 1925 of the Act or to qualify
for Medicaid under other eligibility groups. In addition, there
have been reports from consumer advocates and State and national
studies indicating that many eligible families are losing
Medicaid benefits when they leave TANF. While there may be a
number of outside forces contributing to the decline in Medicaid
enrollment, e.g., a strong economy, changes in public attitude

toward welfare, we believe the challenges presented States by the
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deiinking of cash assistance from Medicaid have also contributed
to the decliner This proposed measure focused on how well States
are providing Medicaid to eligible families who lose TANF. We
believe that continued health insurance coverage is crucial to
families making the transition from welfare to self-sufficiency,
and we expect States to achieve a high rate of Medicaid and SCHIP
participation among this population in order to be considered

high performers.

We considered an outcome measure that would captufe State
performance in enrolling and retaining all eligible families and

children in Medicaid and SCHIP, regardless of their former or

current welfare status. However, we limited the outcome measure
current welrare status

to individuals leaving TANF assistance because: (1) States have a ‘

clear responsibility for serving these families under PRWORA; and
(2) welfare "leaver" studies and other studies on program
participation indicated that these families frequently were not

being served. While a broader population measure would be

consistent with a goal of expanding health coverage and have the
W

positive effect of encouraging States to enroll eligible
\

individuals who are diverted from TANF assistance or who do not

0
v~ B agsistance, the proposed measure was more directly

§V
SF‘ rela Qi,fe the—goeals_and purposes of TANF, as welI—;;~€TEI€‘T-Uf'

¢ —

AN

PRWORA. Also, with no national data source on health coverage for
low-income families, we believed that the focus on TANF "leavers"

would result in a smaller reporting burden and in the collection
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of more accurate and consistent information by States. It, thus,

should produce fairer comparisons in assessing State performance.

In the NPRM, we also proposed certain qualifying conditions,
based on requirements in Medicaid law and regulations, that
States must meet before competing for an award in the

Medicaid/SCHIP measure. Those qualifying conditions were:

(1) The State has issued policy instructions or regulations
clearly specifying that, at first contact with the TANF -
agency (when the TANF agency is also the Medicaid agency),
an individual must be given the opportunity to apply for

Medicaid in accordance with 42 CFR 435.906;

(2) When eligibility under section 1931 of the Act is lost
due to hours of, or earnings from employment or loss of
time-limited earning disregards, the State issues to the
affected family a written notice that meets the requirements
of section 1925 (a) (2) (A) of the Act and a card or other
evidence of the family's entitlement to assistance as

required under section 1925(a) (2) (B) of the Act;

(3) The State has issued policy instructions or regulations
clearly specifying that family members may not be terminated
from Medicaid until it has been determined that they are not

eligible under any other Medicaid group; and
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(4) The State has fulfilled all data requirements under the ‘
law, including being up to date on all Medicaid and SCHIP
data submissions, and having the MSIS on-line and operating

properly.

We proposed these qualifying conditions because we did not
believe that a State that is out of compliance with basic program
requirements should be eligible for a bonus related to Medicaid

and SCHIP participation.

In addition to complying with the qualifying conditions, we
proposed that applicant States must meet at least two qualifying

State options. We believe that States exercising these options

are likely to increase enrollment of eligible families and, ‘
therefore, would perform better on the outcome measure. The

proposed programmatic options were:

(1) The State accepts mail-in or phone-in applications for
Medicaid for families and children, which can be completed

without a face-to-face interview;
(2) State Medicaid workers have been outstationed at

locations in addition to the locations required under 42 CFR

435.904 (c) (1) and (c) (2);
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(3) The State has expanded Medicaid eligibility for
recipient and applicant families through the use of less
restrictive methodologies, authorized by section

1931 (b) (2) (B) and (C) of the Act;

(4) The State uses a definition of "unemployed parent" that
includes parents who are employed more than 100 hours per
month, as authorized under 45 CFR 233.101 and section

1931 (b) of the Act.

(5) The State provides continuous Medicaid eligibility for
children for a period of time without regard to changes in
circumstances, as authorized by section 19502 (e) (12) of the

Act;

(6) The State provides a period of presumptive Medicaid
eligibility for children as authorized by section 1920A of

the Act; or

(7) The State has simplified the enrollment and re-
enrollment processes for children and low-income families by
implementing such improvements as shortened application

forms.

We proposed that those States that met the qualifying conditions

and options would be eligible to compete for the bonus award
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based on their performance under the outcome measure.

Specifically, the outcome measure would assess Medicaid and SCHIP

_ \
participation among persons whose TANF assistance cases were

closed in the calendar year who also were enrolled in\Medicaid or
SCHIP at the time of case closure. The measure of St%te
performance would be the percentage of such individua#s who are
enrolled in Medicaid or SCHIP six months after leaviné TANF and
who are not currently receiving TANF assistance in that month.

We proposed to compare a State's performance to its pérformance
in the previous year, beginning with a comparison-of ?Y 2000 to
CY 2001, and to award bonuses to the 10 States with t?e greatest
percentage improvement in this measure. We proposed to allocate

|

$20 million annually for this measure.

B

;'/ -’ T
[
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We received a significant number of comments from\QFapes
objecting to the Medicaid measure. We received a lafééi number

of comments from other individuals and organizations,{including

. . . \ .
national advocacy organizations and Members of Congre§s, in

support of the Medicaid measure. Some States objecte@ based on

philosophical grounds while others objected for progrgmmatic,

|

administrative and equity reasons. Those commenters %upporting

the inclusion of a Medicaid measure cited the importance of

\
Medicaid to low-income working families and referred to several
recent studies on the declines in Medicaid caseloads where

individuals, particularly children, were eligible for(Medicaid or
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SCHIP benefits. (See "Overview of Comments in the Food Stamp and

Medicaid/SCHIP Measures" in Part IV above.)

Briefly, in response to the comments, we have made the following

changes in the final rule:

L] Added an absolute performance measure;

L] Vghénged the award structure to grant bonuses to the
three States that rank the highest on the absolute
performance measure and the seven Stateé that rank the
highest on the improvement measure;

° Revised the improvement measure to measure the
percentage point improvement, rather than the
percentage improvement, in participation;

o Changed the six-month time frame to a four-month time
frame;

o Dropped the qualifying conditions and qualifying
options;

o Required that States competing on these measures submit
data on a fiscal year, rather than a calendar year,
basis; and

® Clarified how we would deal with tie scores.

In addition, based on our own review and analysis, we have
revised the regulatory text at §270.4(d) to clarify that the

denominators of the Medicaid/SCHIP measures exclude individuals
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who are receiving TANF at the time of follow-up (i.e.( the fourth

month after leaving).
\

|

. . |
Below, we summarize the comments we received and our responses.

\

l
Comment : Most commenting States objected to the inclhsion of
Medicaid as a performance measure. They stated that Encluding
the Medicaid measure is at odds with the TANF goal tordecrease

dependence on Government benefits and is not specific’to the TANF
program. Specifically, they argued that:
. [} . . ‘ .
] The measure is inappropriate because it un%alrly rates

the success of TANF on the State performanée in other

programs; |

] The high performance bonus awards should nét be used to

enforce Medicaid law; _ ’

° Including Medicaid shifts the focus away from work and

|
the TANF population; and '

L It is not an outcome measure of the number{of former

TANF customers who are better off, but instead a

process measure of the number of enrollees€in another

government program. |

|

\
Commenters supporting inclusion of the Medicaid measure viewed

Medicaid as a critical support to low-income working families; in

view of the declines in the Medicaid rolls after pasjsage of
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welfare reform, they noted that the measure 1ooks:to reward State

improvements in increasing Medicaid and SCHIP participation.

Response: We believe that Medicaid is a vital support to low-
income working families and the provisions in this regulation
will measure overall State performance in achieving the TANF goal
of promoting job preparation and work. In addressing this
comment earlier in the section entitled "Overview of Comments on
the Food Stamp and Medicaid/SCHIP Measures," we gave many reasons
why we believe the inclusion of the Food Stamp and Medicaid/SCHIP
measures is appropriate. In this response, we expand on those

thoughts, particularly as they relate to the Medicaid measure.

The commenters are correct that one of the goals under section

401 (a) of the Act is to end welfare dependence by promoting job hpula
A .
preparation, work, and marriage. However, States can best dﬁ;ﬂ,,
C A
promote self-sufficiency through job preparation and work by 6}¥§D

providing the support systems, such as health insurance coverage,
that are essential to families during their transition from

welfare to work.

As noted by several commenters, there have been many studies that
indicate the need for Medicaid coverage while families make this
transition. A January 2000 Urban Institute study found that more
han one-third of women and nearly one out of five children are

uninsured within the first six months of leaving welfare. State

115



studies of families that have left TANF are also finding that at

least 20% of children and the majority of parents are no longer
receiving Medicaid (see "Participation in Welfare and Medicaid
Enrollment, " Kaiser Family Foundation, 1998). A May 1999
Families USA study found that over two-thirds of a million low-
income individuals lost Medicaid coverage and became uninsured as

of 1997 due to welfare reform.

In enacting section 114 of PRWORA, Congress clearly intended to
preserve Medicaid coverage for low-income familieé whose parents
left welfare and went to work if they needed health care coverage
and otherwise qualified for Medicaid. Congress preserved the

health care safety net because it considers Medicaid a critical

support for working families who might otherwise have no health ‘

insurance.

We do not delieve that the fact that Medicaid may be administered
by an agency other than the agency principally responsible for
TANF is a reason for not including Medicaid enrollment as a
measure in this high performance bonus regulation. As we stated
earlier, it is more appropriate to view the high performance
bonus as an'award for State, not State agency, performance. TANF
funds are used by many State and local agencies to accomplish the
goals of the TANF legislation; indeed, the TANF block grant opens
_ ?b new opportunities for additional agencies and nongovernmental

'Qrganizations to get involved in the administration of the TANF
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program and the delivery of TANF benefits and services. It also
provides new incentives for improved State and local interagency
cooperation and cross-program efforts to encourage work and self-

sufficiency.

TANF and Medicaid are closely related whether or not the programs
are administered jointly by the State. 1Inclusion of a Medicaid
outcome measure as part of the high performance bonus award is
not an attempt to enforce Medicaid law, but rather to measure a
State's overall success in serving low-income faﬁilies leaving
welfare. We believe that we should use the high performance
bonus to encourage and recognize State efforté to effectively
coordinate TANF and Medicaid program operations and reduce or
eliminate barriers to ongoing Medicaid coverage for eligible
families leaving TANF. Inclusion of a Medicaid performance
measure provides focus on how well a State is achieving the goals
of TANF and further meets congressional intent to provide

support services while ending dependence on cash assistance.

Comment: Several commenters objected to including the qualifying
conditions and the qualifying options in the NPRM. The
commenters argﬁed that these conditions appeared too controlling
and that the high performance bonus does not provide an
appropriate vehicle for HCFA to evaluate whether a State is in
compliance with the qualifying conditions. Other commenters also

questioned whether the high performance bonus was an appropriate
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vehicle for evaluating or verifying State compliance with HCFA
requirements. One commenter recommended that we offer
programmatic options to States as suggestions for improving their

performance.

A number of other commenters supported inclusion of the
i
|
The specific suggestions included one to strengthen the

qualifying conditions and options, but recommended modifications.

qualifying conditions by requiring States to "affirm#tively

demonstrate compliance" and others to strengthen the‘qualifying

options by requiring that States adopt a higher numb%r of the

seven qualifying options. ‘

Response: We proposed the qualifying conditions bas#d on the
|
philosophy that States out of compliance with related Federal

requirements should not be eligible for a bonus. We’also

believed that States meeting the qualifying options &ould perform

better on the outcome measure. However, we recognizé that the

inclusion of the qualifying conditions and options conflicts with
the NGA/APHSA principle that a high performance bonus system
should focus on outcomes rather than process.

/< N\ C‘\) :"\J
/ '

Mare impertantly, we have concluded that the bonus award system

is not the appropriate vehicle by which to evaluate or certify

State compliance with Federal Medicaid requirements.| For

example, at the time we are making|the high performance awards,




we might not have completed a recent assessment of all State
programs or there might be a potential compliance issue pending
with one State that cannot be resolved in a short enough
timeframe. Thus, we agree that it would be more appropriate to
address such issues through ongoing Federal oversight of State
Medicaid programs and a vigorous agenda of technical assistance
and guidance. Therefore, we are dropping the qualifying

conditions and qualifying options from the final rule.

Among the significant activities in the Department's agenda to

resolve Medicaid enrollment issues are the following:

o Reviews of all State Medicaid programs, primarily
during the summer and fall of 1999, to assess
compliance with Medicaid requirements and to advise
States when corrective actions are necessary;

o Issuance of additional program guidance to State
Medicaid Directors clarifying the expectations that
apply (e.g., the April 7, 2000, letter ﬁhat addressed
expectations with respect to reinstatements,

redeterminations, and computer systems modifications) ;

° Development and distribution of thousands of copies of

a guide entitled Supporting Families in Transition: A

Guide to Expanding Health Coverage in the Post-Welfare
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Reform World, which explains the basic rules for
Medicaid eligibility under the PRWORA amendpents;
Development and distribution of special guides for
State and local paftners in the child care jand Head
Start communities to promote their participation in
enrollment efforts;
Issuance of guidance encouraging States to use the $500
million made available to help them provide outreach

and address administrative changes related [to delinking

development and distribution;

Issuance of a TANF guidance (in the form of a guide
entitled "Helping Families Achieve Self-Sufficiency: A
Guide of Funding Services for Children and [Families
through the TANF Program") making clear that States may
use TANF funds to "provide outreach activities that

will improve access of needy families to medical

benefits under the Medicaid and [S]CHIP programs";

In cooperation with the Robert Wood Johnsoq Foundation,

' |
interdepartmental support for the "Supporting Families™
initiative to assist 22 sites in assessing|and

resolving barriers to initial and continuous

participation in Medicaid and SCHIP. (Six | of these

sites will look at food stamp issues as well);

|

Related contract support for development of a

literature review and "promising practices! report to
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provide background information and technical assistance
for all States; and
° Meetings with State agencies to discuss access issues

of general concern.

Comment: Several States disagreed with the six-month time frame
in the outcome measure, primarily because tracking families who
leave TANF for six months would impose a significant burden on
States. BAlso, data collection is problematic because SCHIP is a
stand-alone agency in many States; States cannot élways match the
Medicaid records to TANF records (e.g., because the case
composition may be different under the two'prbgrams); and some
States do not have social security numbers for all SCHIP
participants to match with TANF records. Commenters generally
suggested limiting the time frame to the month following the
month that families leave TANF. One other commenter suggested
that States also demonstrate that families accessed health care

sexrvices.

Response: We had proposed the six-month time frame because most
families who leave TANF are eligible for six months of
transitional Medicaid or for ongoing Medicaid under other
eligibility categories. We also believed that States could
easily identify these cases. However, a time frame shorter than
six months may reduce the tracking burden on States because

families will presumably have undergone fewer changes in this
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shorter time period, and case management informationfmay be more
useful. For example, there should be fewer families that have
moved out of State or that have experienced significént changes
in family composition. At the same time, we believe that the
recommended one-month time frame is too short. Our!concern is
that some States may carry Medicaid coverage for one'month after
TANF benefits are terminated for systems reasons; thﬁs, a one-
month coverage period would not fairly assess whethe% policies
and systems were in place to ensure ongoing Medicaid‘coverage for
eligible families. - J

|
We are revising the final regulation at §270.4(d) to'reduce the
measurement period in both the absolute measure and the
improvement measure from six months to four months. !We believe
that a four-month time frame better accommodates States' concerns
about tracking and the availability of case managemﬁnt
information while still providing a reasonable time’frame for
assessing Medicaid or SCHIP participation by indiviﬁuals in
families who leave TANF. Also, the four-month time\frame
accommodates families that receive Medicaid extensiéns based on
increased child support collections since this form'of
transitional benefit only lasts four months. Final}y, in the
event that Congress does not_léft or extend the sunget date on
section 192 f the Act, the four-month time frame would be more
appropriate because, beginning in FY 2002, families losing aid as

the result of increased hours of employment or incrgased earnings
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would receive a minimum of four months of transitional benefits

under section 1902 (e) (1) of the Act.

Most families who leave TANF are eligible for Medicaid through
transitional Medicaid, under section 1931 of the Act, or under
the medically needy or poverty level groups. Because families
eligible under Medicaid must enroll in Medicaid rather than

SCHIP, the instances under which children will be eligible for
coverage under a separate SCHIP program are greatly limited.

States can use methods such as case identifiers to match SCHIP

and TANF cases in those instances.

We have also required that States competing on these measures
submit their information on a fiscal year, rather than a calendar
year basis as we proposed in the NPRM. We are changing to
reporting semi-annually on a fiscal year basis for ease of
processing the information and to parallel the reduirements for

reporting information for the work measures.

Comment: Several commenters responded to our invitation to
comment on our decision to limit the outcome measure to
individuals leaving TANF assistance, rather than all eligible
families and children. Most of these commenters recommended
using the larger population of Medicaid/SCHIP eligibles to assess
overall State performance since these programs provide critical

supports to all low-income families and children. They believed
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that the proposed measure merely rewards States for complying
with section 1925 of the Act, by providing six months of
transitional Medicaid to certain families who lose TANF

assistance.

Response: In view of the decline in the Medicaid rolls
nationwide since 1995, continued Medicaid for families losing
TANF is of particular concern. In the NPRM, we proposed to
concentrate the performance measure on States' efforts to provide
continued Medicaid for eligible families leaving TANF since this
is an area of program administration that has been ideptified by
consumer advocate groups and local and national studies as

needing improvement.

In response to widespread concerns that PRWORA's delinkage of
Medicaid and cash assistance had negatively affected access of
low-income families to medical benefits, HCFA conducted on-site
reviews in all the States and Territories from September to
December 1999 to examine State TANF and Medicaid application and
enrollment policies and procedures to ensure that eligible
families learn about, receive, and maintain Medicaid coverage. A
particular focus of these reviews was on how the TANF
application, denial, diversion, and termination processes affect
application for and receipt of Medicaid. Based on these reviews,
HCFA is in the process of identifying areas where States need to

improve their Medicaid application, enrollment, and re-enrollment
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processes either solely in their Medicaid programs or in
conjunction with the administration of their TANF programs. HCFA
released policy guidance in some of these areas by way of an
April 7, 2000, State Medicaid Directors Letter. This guidance
directs States to identify individuals who have been improperly
terminated from Medicaid and to reinstate their coverage;
clarifies the proper procedures for eligibility redeterminations,
and reviews the obligations imposed by Federal law with regard to
operation of computerized eligibility systems. In view of the
need for continued improvement in those areas and the purpose of
‘the high performance bonus, we believe that the high performance
bonus system should continue to focus on how well States are
meeting the TANF goals of work preparation, work and. self-

-sufficiency.

As stated earlier, we limited the outcome measure to individuals
leaving TANF assistance because: (1) States have a clear
responsibility for serving these families under PRWORA; (2)
welfare "leaver" studies and other studies on program
participation indicate that these families frequently are not
being served; and (3) we believe a measure based on former TANF
recipients is more directly related to the goals and purposes of
TANF, as well as title I of PRWORA. Furthermore, we believe this
type of measure will result in a significantly smaller reporting

burden for States, as well more accurate and consistent

reporting. \(\KM M ‘%\P‘yf\ ?&7\ 41{_4 g«wn
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We do not agree with the comment that this measure merely rewards ‘
States for complying with the law. The transitional Medicaid
provision under section 1925 of the Act covers only those
families who were eligible and received Medicaid under section
1931 of the Act. (This is the PRWORA provision covering families
who meet AFDC-related eligibility standards for three of the six
months prior to losing Medicaid because of income or employment).
Some families leaving TANF because of work are not eligible for
transitional Medicaid because they were not receiving Medicaid
under section 1931 for three of the six months pefore losing
Medicaid due to earnings or income. In these cases, the
dependent children generally continue to receive Medicaid under
the State's poverty levels groups or may qualify for benefits

under the SCHIP program, and we want to ensure that these ‘

children are receiving these benefits. A different provision in
section 1931 of the Act provides transitional Medicaid for
families losing benefits as the result of child support
collections. Other families might be eligible under a State's

medically needy group.

In addition, many of the factors affecting enrollment in Medicaid
are not compliance matters. Two States that fully.comply with
all Federal requirements could have vastly different
participation rates because of differences in how they operate
their programs. While there are potential compliance issues with

respect to matters such as ex parte redeterminations and proper
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notice, States have discretion in numerous areas of policy and
administrative practice. For example, in the policy area, States
have flexibility to expand eligibility coverage through the use

of more liberal income and resource standards and methodologies.

In the area of administrative practice, States have broad
flexibility with regard to variables such as the location of
eligibility offices, office hours, length of application, amount
of verification required, outstationing, and use of mail-in and
phone-in applications to eliminate barriers to and simplify the

application process and reduce procedural requirements.

m//‘—// T e :
In view of the reasons stated above addressiné the

responsibilities of States to provide Medicaid to eligible
families, particularly those leaving TANF, and the flexibility
afforded States to meet these responsibilities, we are retaining

in the final rule at §270.4(d) (1) the outcome measure limited to

those families who leave TANF, but are enrolled in Medicaid after

leaving TANF.

.

Comment: One commenter observed that the September 30, 2001,

O e SR

measurement since eligibility for transitional benefits will

change after that date and one would expect a number of families

would not be entitled to be on the rolls by month six.
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Responser’ We are hopeful the Congress will both simﬁlify the
.\\ /
section 1925-provision by eliminating the reporting ﬁequirements

and 1lift the sunset date. We included such recommendations as

_ e '

part of the Administration's FY 2001 budget and legislative

|

proposals. Otherwise, beginning in FY 2002, families who lose

Medicaid eligibility because of hours of, or income ?rom,
employment or bécause of loss of earned income disreéards will be
eligible for a minimum four-month period of extended|Medicaid
eligibility. Since we are reducing the measurement time frame

|

from six months to four months in this final rule; w? do not

expect States will be adversely affected in competiné for an

|

award in the event that Congress does not 1lift or extend the

sunset date.

Comment: A number of States commented that there are other
factors -- such as moves out-of-State, death, changes in family
formation, increased earnings, and enrollment in pr%vate health
insurance -- that affect participation in Medicaid and SCHIP. Of
particular concern was that the proposed measure did not allow

any adjustment for families who obtain private health insurance.

Response: We agree that there are numerous factors that affect

families' participation in the Medicaid and SCHIP programs.
However, if we were to provide an adjustment for all
circumstances that can affect States' caseloads, the outcome

measure would conflict with the NGA/APHSA principlef that the
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bonus system should: (1) be simple, credible and quantifiable;
and (2) rely on existing data where available. Also, if all
States could not identify or exclude cases based on deaths, moves
out-of-State, or other circumstances, then allowing adjustments
would disadvantage the States that could not do so, thus creating
an uneven playing field. We also note that shortening the
follow-up period from six months to four months should reduce the
number of changed circumstances that are not reflected by the

measure.

Similarly, we have decided not to make adjustments for families
who obtain private health insurance after leaQing TANF. While we
applaud State efforts to get individuals into jobs that provide
health coverage and related benefits, and we would like to be b//
able to credit States somehow for success in this area, adequate
data on private health insurance coverage do not exist. Further,
the costs that would be associated with collecting comparable,
adequate data for all States would be prohibitive. One
underlying issue is that private insurance coverage varies
substantially across employers and individual employee
circumstances. This variability suggests that, in order tb treat
States fairly, we should somehow measure the quality and level of
coverage under the private plans and include appropriate
adjustments. Since it is unlikely that a private plan would
offer benefits comparable to Medicaid, we would not necessarily

want to give States the same credit for private coverage as
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Medicaid. Furthermore, participation in employer-sponsored

insurance does not affect an individual's entitlemenJ to

transitional medical assistance. {

Finally, although we recognize that some States havejgiven a high

priority to job placements that provide health coverége and have
achieved some success, the national statistics suggeét that it
would be quite rare for those entering low-wage jobs{to obtain
private health insurance that is affordable and comp%rable to the
benefits provided by Medicaid. The types of emplbym%nt
situations these families generally access, especial%y in the

short run, mitigate against adequate health coveragef The types

of industries and the types of occupations, union st?tus, the

size of establishments, length of time on the job, aﬁd the use of

part-time or temporary employment all increase the cfances that a

family would not have adequate coverage. For example, according

to a study in the June 1995 Monthly Labor Review, while six of

l
ten workers had employer-based coverage, only one-fourth of

_service workers in service-producing industries had Luch

T ——— . e oo e e e e LV

coverage. The study also noted that, in general, iﬁdustries

where coverage has traditionally been more prevalenﬂ have been in

decline as a portion of the U.S. economy. It cited service jobs

such as waitressing, cosmetology, and cleaning as occupations
with less access to employer-based coverage. Accorqing to more
recent data (1996-1997) from the Bureau of Labor Stitistics

(BLS), while 70 percent of those employed full—time'in the
|
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private sector participate in employer-based plans, only 11

percent of part-time private-sector employees do.

In the event that private insurance is available, it is apt to be
under a plan with a limited benefits package. Data from the 1996
and 1997 BLS Employee Benefits Surveys show that 78 percent of
those participating in an employer-based plan had to contribute
to the cost for family coverage ("Compensation and Working

Conditions, " Winter 1999). Earlier BLS data showed a 200 percent

iEEfS?se in the average family premium between 1983 and 1993.

—— e

Accordingly, "premiums may be difficult for some workers to
afford, causing them to decline coverage." Also, about three-
fifths of all participants have coverage that is subject to a
pre-existing condition clause, limiting the care they can
receive. Thus, even where individuals have access to employee
benefits, we are concerned that families receive the wrap-around
services that Medicaid can provide and to which they are

entitled.

Comment: A number of States commented that the performance
measure disadvantages States that have achieved high levels of
Medicaid/SCHIP participation since low-performing States can make
greater improvements. A few of the commenters recommended that we
use a percentage point improvement measurement rather than

percentage improvement measurement to even the playing field.
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Response: We agree that high performing States may be

|

disadvantaged by the performance measure as proposedw

Therefore,
!

in the final regulations at §270.4(d), we have substituted a

measure of percentage point improvement for the proposed

percentage improvement measure. We believe the measure in the

!
final regulation puts States on a more even playing field,

J
regardless of their baseline level of performance. At the same
time, States whose performance was relatively low in’the base

J

year are still in an excellent position to be rewarded for their

efforts toward increasing enrollment. ' f

|

. AU
Under the proposed measure, a State that increased M@dlcald

participation from 5 percent to 10 percent (a 100 pﬂrcent
improvement) would be ranked higher than a State th%t increases
participation from 30 percent to 45 percent (a 50 pércent
improvement). 1In the final rule, a State that incr%ases
participation from five percent to ten percent woul# achieve a
five percentage point improvement while a State inc#easing
participation from 30 percent to 45 percent would a#hieve a 15
peréentage point improvement and would be ranked hiéher-than the

|
first State. ‘

Comment : Some commenters recommended an absolute measure rather

than a performance improvement measure. Other commefters

recommended expanding the measure to have both an ihprovement

|

measure and an absolute measure so that States could be ranked
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In the definition of "job retention rate," we proposed a job
retention period of six months, i.e., States could count those
individuals employed in one quarter who remain employed in the

next two consecutive quarters.

Comment: There were a number of comments in support of extending

the retention measurement period; only one State commenter

recommended a shorter retention period. Most of these commenters

supported extending the retention measure to one year. In
general,(tngx_pelieved that six months is too short a period of
time to demonstrate that an individual has achieved job
stabiliéi} Suggestions ranged from extending retention to one
year or to the sixth tracking quarter, or measuring retention
only in the same job unless the change is to a job that pays a
higher wage, offers enhanced benefits, or promotes job stability
or career growth. The latter suggestion did not include a -

specified period of time for measuring retention.

fter careful consideration of the comments) we did

Response:

not adjust the retention period. We proposed in the NPRM that
job retention be measured in the initial quarter and the two
consecutive subsequent quarters, in part, because this is
similar, though not identical, to measures of job retention in

the WIA and WtW programs. We continue to believe that job

retention over six months is a reasonable indication of stable

employment. In addition, an extended retention périod would
-\——_\
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part-time and full-time work. We take account of how‘good the

jobs are with the success in the work force measure. [We have not

established an earnings threshold in the final rule because there
is currently insufficient baseline information for selecting a
threshold. We believe a threshold should be high enoLgh to
foster placement in substantive jobs, but not so high as to

|

significant employment barriers or substantially more difficult

disadvantage States with large numbers of recipients with

labor markets. We may consider adding an earnings threshold
|

(e.g., a minimum amount of quarterly earnings based on the NDNH

reporting), after further analysis and consultation with States

|

We do not agree with the commenters' recommendations‘that we

and other interested parties.

establish a threshold requiring a minimum percentage|of
expenditures to be spent on education and training or requiring
the full use of Federal programs, e.g., the WorkforcF Investment
Act (WIA) and Welfare-to-Work (WtW) programs, beforeiwe would
consider a State for a bonus on a work measure. Such a threshold

would hinder a State's flexibility in designing its TANF program

and would not be a measure or indicator of outcomesw

|

B. A More Rigorous Job Retention Measure |
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Comment: Some commenters suggested that we tie work measures to
a minimum threshold, e.g., that we count only those persons whose
wages are at the poverty level or above the minimum wage. These
commenters reasoned that the proposed measures reward States that
place recipients in jobs without regard to how long they will
last or whether they move the family towards self-sufficiency.
One commenter suggested a specific threshold factor, i.e., that
at least 50 percent of those who leave TANF be employed at wage

levels above poverty one year after leaving TANF.

Two commenters recommended that we link job entry with success in
the work place. They asserted that a State could receive bonus
grants for moving TANF recipients into work and at the same time
have a dismal record regarding recipients' remaining employed
and/or earning a livable wage that would propel them out of

poverty.

Several commenters recommended that we establish a threshold
requiring a minimum percentage of expenditures to be spent on
edﬁéation and training or requiring the full use of Federal
programs, e.g., the Work Investment Act (WIA) and Welfare-to-Work
(WEW) programs, before we would consider a State for a bonus on a

work measure.

Response: It is our intention, and many commenters agree, to

reward the statutory work purpose of TANF across a wide range of
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measures. Briefly, we made the following changes in the final

rule in response to comments:
. |

(1) Revised the calculation of the improvement ﬂeasures to

measure percentage point improvement rather than percentage
P e —

V |

improvement in §270.5(a);
tmprovement

(2) Specified in §270.6 that States competing on the work

measures must submit identifying information on adult TANF

recipients that we will use to match against the National

Directory of New Hires (NDNH) data to obtain work measures

|

performance scores; \

(3) Dropped the distinction on what kinds of subsidized jobs
[

count under the work measures; and

(4) Streamlined the description of the ranking £rocedures in

§270.5(b). ’

Following is a discussion of the comments we receiveF, by issue.

|
A. Establishing a Performance Threshold -

The NPRM did not specify a level of earnings or othér threshold

factor that a TANF recipient would need to achieve in order for

———

the State to count the individual in the job entry,

job

retention, or earnings gain measures. Thus, as litgle as one

dollar of earnings in a quarter would count in dete%mining who

entered employment, how long they remained employedl and how much

their earnings increased. |

|
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Section 270.5 What factors will we use to determine a State's

score on the work measures?

In §270.5 of the NPRM, we proposed definitions of the four work
measures and a description of the factors that we would use to
determine a State's score on the work measures. We also proposed
that States could compete on one, any number of, or none of these
work measures. We would score and rank competing States and
award bonuses to the ten States with the highest scores in each

measure.

The four work measures are: Job Entry; Success in the Woxrk Force

(Job dn and Earnings Gain)~and improvement from the prior
T e e Er T

fiscal year in each of these measures. We would use the proposed

~—
———

measures to measure State performance along three parameters of

employment: the extent to which States are moving recipients
~into the work force; the degree to which recipients are able to
remain in the work force; and the degree to which their earnings

increase over time.

The comments were strongly supportive of our proposed work
measures, although a number of commenters suggested substantive
and technical modifications or recommended the addition of

threshold measures. A few commenters opposed some of the
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Comment: A few commenters objected to not being giveP the option

whether to compete on all measures. ‘

|

Response: In the final rule, we have added new 1angque to §§

270.4 (c), (d), and (e) and 270.6(c) to make it clear‘that States

have the option whether to compete on all measures. [Under

|
§270.11, States must notify us by February 28 about their A T

! / N
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Former section 270.4(e) Measure of family formation énd stability

decision.

Comments on the Family Formation Measure), we described our

commitment to and activities directed towards develobing
\

. . . . . | .
information on promising practices in the areas of family

In the overview section on this measure above (IV.C. |Overview of

formation and out-of-wedlock childbearing outside ofﬂthe high

performance bonus system. This section also described our

continuing efforts to develop an outcome measure related to

ﬁic comments

on, and the objections to, this proposed measure. qiven the

family formation. In addition, we discussed the pub

overwhelmingly negative reaction to the measure and,| in the
absence of useful suggestions for improving the progosal or the
identification of viable alternatives, we have eliminated this

measure in the final rule.
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funds among the States is consistent with the Food Stamp
allocation of bonus funds among States that compete on the Food

Stamps measure.

Comment : One commenter noted that the Medicaid measure should

have a method for dealing with tied scores.

Response: We agree with this comment. In the interest of
consistency, we will use the same method that we used for the
work and food stamp measures. We specify in paraéraphs (d) (1)
and (d) (2) that we will calculate the percentage rate for the two
measures to two decimal points. If two of mofe States have the
same percentage rates, we will calculate the rates for these
States to as many decimal points as necessary to eliminate the

tie.

Also, since participation in the high performance bonus award
system is voluntary; we will rank only those States that choose
to compete, notify us by February 28 of the bonus year of their

intent (§270.11), and provide the requisite data.

New section 270.4(e) Option to compete

Under the NPRM, we proposed to rank only the competing States for
the work measures, but to rank all States that met the qualifying

conditions for both the Food Stamp and Medicaid/SCHIP measures.
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\
separately on both measures. They also suggested thaF we divide
the bonus funds among the top five States achieving hﬁgh

performance in both measures. (

|

!

Fovides for

Response: We agree that adding an absolute measure p
a fairer system of awards and have made this change in the final
rule. Under the NPRM, States that engaged in early %nd
successful efforts to increase enrollment could have found it
extremely difficult to.compete for these awards, and their
efforts might never have been recognized. The final rule sets
aside some of the bonus awards for those States that |[have the
highest overall success in enrolling individuéis in %ligible
families. For the absolute performance measure, we #ill rank the
States in order of the highest percentage of Medicai?/SCHIP
participation rates by individuals in families four months after

\
leaving TANF and who are not receiving TANF in the f#urth month.

In awarding bonuses to the top performing States under both

performance measures, we will divide the $20 millionIin bonus
funds, as specified in §270.8, among the three States that have
the highest percentage of Medicaid/SCHIP participation rates by

individuals in families four months after leaving T%NF and who

are not receiving TANF in the fourth month (absoluté performance

measure) and the seven States that show the most improvement
performance from the previous year to the current Y?ar

(improvement performance measure). This allocationrof bonus

!
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delay when critical performance data would be avéilégi'a
. PN < K \ﬁ:"'-
the lag in data availability, the longer time frame WOﬁid not

allow us to make the bonus awards in the bonus year to'which they
apply. Further, if we did not issue the FY 2003 bonus funds by
September 30, 2003, they would return to the Treasury; unless

Congress reauthorizes the bonus and appropriates funds.

We also considered the suggestion that we measure retention in
the same job, but decided against it because, moving to another

job can, in fact, represent moving up to a'better'job.
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C. Earnings Gain

‘,' B

v

In the NPRM, we proposed a "success in the work force measure"
that combined the performance scores of.two measures, i.e., job
retention and earnings gain. We proposed a combined measure
because of the linkage between these two outcomes, i.e., with
earnings gain viewed as dependent on an iﬁdi?idual's success at
retaining employment. In ranking and combining the scores of
these measures, we proposed a double weiéht for the job retention
measure. We also proposed to measure the change in the earnings
for those employed in one quarter who were élso employed in the

second subsequent quarter.
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Comment: Several commenters thought that we had not given

sufficient weight to earnings gain. Commenters also recommended

that we:

) Treat earnings gain as a separate measure instead of
incorporating it into the success in the work force
measure;

° Give an equal or higher weight to earnings gain;
measure;

o Measure earnings gain at both six and 12 months;

° Adjust the earnings gain for the cost of living in each
State using the HUD fair market rent amount; |

— T e
L] Measure only full quarters' earnings; or
] Allow administrativé data on a voluntary basis as a

source of earnings.

Response: We have not made any change to the earnings gain
measure. While a separate measure would provide a discrete focus

and reward, we believe that performance in earnings gain is
we

inextricably linked to job retention and that we should maintain

the link in order to focus attention and resources on both.
Also, creating a separate earnings gain measure would result in
fewer bonus dollars for any one work measure. in addition,
increasing the weighting of the earnings gain measure would not
fealistically reflect the dependence of earnings gain on job

retention. We did not want to measure earnings gain at both six
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and twelve months for essentially the same reasons we did not
want to extend the retention rate to twelve months, i.e., it
would delay obtaining critical data for analysis and impede our V/f

ability to award the bonus in the bonus year.—

Also, we have not adjusted for the cost of living as this would
add a level of complexity that would counter one of our basic
principles, i.e., to maintain simplicity. First, it is not clear
that.differences in earnings directly track differences in fair
market rent. More importantly, it is not clear that differences
in the cost of living would make any difference in the comparison
of earnings gains between States. Because we are measuring an

increase in earnings in a single State from the reporting quarter

T

to the second subsequent quarter, differences in the cost of

living Eﬁéﬁémaifférent States would not be relevant. It is not
——— e

the absolute difference between earnings in different States that

is relevant, but the percentage point difference of the change in

earnings amount from one year to the following year in the same

State. Thus, a State would not be advantaged or disadvantaged by

having a higher or lower cost of living than other States.

We also did not want to measure only full quarters' earnings
because that would fequire a substantially increased data
collection and reporting burden on the States. Because
Unemployment Insurance (UI) and NDNH records do not indicate

whether earnings reflect a full quarter of employment or not, we
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would have to establish a proxy measure, require Statles to

| |

collect and submit administrative data, or conduct new surveys.

Nor would allowing States to submit administrative data on a
voluntary basis be helpful because we need data that |are

uniformly available and comparable across States.

D. Sustained Employment Rate

. |
Comment: Two organizations suggested a somewhat different
approach to the proposed work measures. Their approéch would

create a "sustained employment rate," a separate earFings gain

rate, and a new measure of the earnings gap for poor[families in

ol ) e 6.6

C

a State. pYHY %

They recommended that we develop a single sustained |employment

rate in lieu of the job entry and job retention rates. The base
(denominator) for the sustained employment rate wouﬂd be all TANF
adult recipients except those engaged in employment’with earnings
equal to or greater than an average of twenty hours‘per week for
the quarter multiplied by the Federal minimum wage.{ A recipient
would be counted as a "sustained employment recipie#t" if the
recipient has at least two consecutive quarters wity earnings at
or above the threshold noted above during the next year. The
earnings gain rate would be measured over a one—yeaF period

beginning after the initial quarter of employment where the
|
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earnings are at or above the earnings threshold in the

measurement quarter, e.g., quarter two and quarter six.

Under the earnings gap measure, the difference between the amount
of earnings for poor families with children in a State and the
official poverty level would be determined. We would rank States
on their success (improvement) in closing that difference. We
would also make adjustments based on changes in unemployment
rates and changes in the number of families in the measurement

period.

Response: This proposal would result in a siénificant change in
the work performance measures, add a high degree of complexity,
and substantially increase the data collection burden. Further,
because it does not differentiate between the unemployed and the
underemployed, it would result in the loss of information on the
number of adult recipients entering employment for the first time
in a year. The suggested time frames for measurement would
result in the issuance of the bonus awards well after the end of
the bonus year. 1In addition, most commenters supported étaying
within the existing framework for the work measures. For these

reasons, we are not adopting this proposal.

E. Subsidized Work
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In the NPRM, we proposed to count only jobs that wer? not fully

. . |
subsidized in order to focus on jobs that were likely to lead to

self-sufficiency. |
|

|

Comment: Several commenters suggested that we count!fully

subsidized jobs, or at least exclude them from the denominator as

well as the numerator. They contended that, unlike community

experience and work experience, wade-paying-subsidized jobs
R |

resemble unsubsidized employment in every aspect, except for the

subsidy paid to the employer. BAnother commenter fecgmmended that

we link work experience and subsidized work with the'provision of

. . . . |
ancillary services such as education and training. One commenter

suggested that we clarify that, while subsidized work would not
be counted, "supported" work would be, since ongoing funding is
provided to the job coaches rather than to the indiwiduals‘
wages. } | }

DR - |

Response: We have decided to countxfglly sub31dlzed jobs in the

o

numerator and the denominator of the work measures #n the final

rule. We have made this change because we believe éhe numbers
———= |

are small, and we recognize that the distinction be?ween
partially and fully subsidized employment is somewh%t artificial
and is governed by changes based on the wage rate OF the
individual TANF recipient. We also believe that siTplifying this

factor will reduce the burden on States to separateJout and

report different types of subsidized| jobs. ‘




F. Measuring Improvement

In the NPRM, we proposed to award bonuses to the States
demonstrating the greatest improvement in job entry and success
in the work force. We proposed to measure the percentage

increase from the comparison year to the performance year.

Comment: There was strong support for the improvement measures,
including one commenter who expressed the view that we should use
only improvement measures, in order to give Stateé more incentive
for continuous progress, and to give all States an equal chance

of earning a bonus, regardless of their starting point.

Another commenter, however, recommended that we should use only
absolute measures or reduce the amount of the awards for the
improvement measures because States that have been high
performers in the past would have little room for improvement.
They believed that the proposed method of calculating the
performance improvement rate for job entry and the success in the
work force measure (combination of job retention and earnings
gain) did not take into consideration the past performance of
States that had implemented welfare reform early. These
commenters indicated that States were disadvantaged if they had
achieved earlier success in moving recipients from welfare to
work and self-sufficiency that would not be measured. 1In

addition, such States' remaining caseloads have a higher
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proportion of recipients that have significant employment
\
barriers. Commenters made the following recommendatﬁons:
] Adjust the proposed method of calculating Fhe
improvement rate, i.e., average the comparﬁson and
!

performance year rate scores and add the pFrcent change

between the two years to the average scoreL

|

o Set a minimum target for improvement, e.g., ten
percent, and make awards to all States fhak met the
target without limiting the number of Statks that could
receive an award. | ‘

|

Response: The bonus awards are based on current peﬁformance.

Even for the improvement measures, we assess the leﬁel of current

performance in relation to the immediately precedinj year.

Because the statute specifies the performance year ﬁor each of

the bonus years, it is not clear that the recommend#tions are

consistent with either that statute or Congressiona% intent.

Further, even if we agreed with the argument that w? should

consider past performance (prior to the FY 1997 com?arison year),

there is no objective way to provide for such an ad?ustment,
because we do not have access to data for prior—yeaf periods.

|

Finally, we have evaluated the proposed adjustment formula and

|

find it would have the effect of narrowing the range of the
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improvement scores and have some limited impact (using FY 1998

performance data) on bonus winners. There was only a modest

— 7

change in the ranking of "early reform" States. For these

reasons, we have ndt aaoptéd“the suggestion to consider past

performance earlier than the comparison year.

We also have not accepted the recommendation that we establish a
minimum target for improvement largely because caseloads are
changing. With the available baseline data it would be difficult
to determine a reasonable goal, especially over mbre than one

bonus year.

However, in §270.5(a) and (b) (3), we have changed the method of
calculating the improvement rate. Specifically, we have decided

to use the percentage point change instead of the percentage

Thange— For example, under the NPRM, a State that went from a 5
percent to a 60 percent job entry rate would have an improvement
rate of 20 percent ((60%—50%)/50%:20%), while a State that went
from a lower base of 40 percent to a 50 percent job entry rate
would have a bigger increase, i.e., 25 percent ((50%-

40%) /40%=25%). Under the final rule, these same States would
have identical improvement rates of ten percent (60%-50%=10% and
50%-40%=10%). We believe this new approach will reward
substantial improvement rather than relative improvement and will

raise expectations about the level of improvement required to
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receive a bonus, particularly among States whose baseline

performance was low.

G. Leveling the Playing Field

We stated in the NPRM that we believed that competition for the

high performance bonus should primarily reflect a State's welfare

|
to work strategies and should be a competition among States that
is objective and fair. We indicated that there are factors over

which the State has little control, such as the health of the

State's economy, the demographics of its TANF caseload and its

resident population, and State population growth. je asked if we

should attempt to develop adjustment factors in order to ensure

an objective and fair competition. ‘

Comment: There were two comments suggesting that we level the
playing field to take into account such factors as economic,

demographic, and cultural differences. We did not geceive any

specific proposals.

|

Response: We believe that by incorporating both ab%olute
performance and performance improvement measures, we have helped
produce a more level playing field for States competing for the

high performance bonus. Further, by changing from a percentage

increase to a percentage point increase to measure improvement,
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we have struck a balance between recognizing past performance and

encouraging improvement from a low base.

The adjustment of performance scores by external factors would be
a complex and difficult task involving the establishment of a
correlation between external factors and the performance being
measured and, if a strong correlation was detected, determining
the scope of the adjustment. Also, such adjustment(s) could add
a level of subjectivity and contentiousness to the performance
system beyond the value of potentially leveling the playing

field.

Nevertheless, in order to test whether we could detect a
correlation between certain external factors and the work
measures, we performed regression analysis using job entry rate
performance and such factors as the unemployment rate, recipient
characteristics, and TANF payment levels. (We chose job entry
rate performance because we thought State performance undexr this
work measure would more likely be influenced by externél
factors.) Our analysis showed that none of these factors was »//
highly correlated with job entry rate. In fact, the highest
correlation coefficient was -.28 for the unemployment rate.
Thus, thé implicatioh is that these specific factors do not
determine the job entry rate to any significant degree. 1In
addition, adding adjustment factors makes it much more difficult

to explain performance and for States to set meaningful targets.
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Therefore, we have decided not to make any adjustments to the way
we calculate job entry or any of the other work measures based on

|

economic, demographic, or other factors. '

H. Other Comments and Recommendations

Comment: One commenter recommended that we should mkasure all
those served, not just those on TANF cash assistanc%.
Response: We have not limited the population we ar# measuring

with the work measures to just those receiving cash |assistance.

We include all individuals receiving(éssistéﬁﬁéras ﬁpecified in
§260.31 of the TANF final rule. There i;'no'practiéal way that

we could include all those served, regardless of whether they are
receiving assistance, e.g., diverted individuals. Such a change
would involve a major new data collection effort ang impose a
substéntial burden on the States. '

|
Comment: In response to a series of questions we pbsed, one
commenter recommended that we should include core mfasures, while

another suggested that States should have to compete on a

universal set of measures.

|

. | .
Response: We have not required any core measures or a universal

set of measures because we want to allow States maximum
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flexibility to elect the areas in which they will compete. We
believe this is consistent with the flexibility provided States
in the operation of their TANF programs and the voluntary nature

of the high performance bonus.

Comment: Two commenters indicated that some States have
expressed concern over the current method of calculating the job
entry rate. They suggested instead that the measure should be
the percent of the total recipients in the current quarter
employed for the first time. No reason was given'for wanting

this change.

Response: It is unclear what the commenters would change in the
proposed method for calculating the job entry rate. Under our
proposed method, the denominator is the unduplicated number of
adult recipients who were employed at some point during the year,
and the numerator is the unduplicated number of job entries. We
believe the commenters are proposing to change the denominator to
either employed adult recipients or to all adult recipienté.

This suggested change would significantly alter the job entry
measure. The purpose of this measure is to determine the extent
to which unemployed adult recipients enter employment for the
first time in the year as a percentage of those who are
unemployed. The suggestion, if adopted, would result in a
different focus, i.e., of the adult recipients who are employed,

how many are new job entries or, of all adult TANF recipients
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(employed or unemployed), how many are new job entri%s. We
continue to believe that the appropriate focus for this measure
should be on the impact of States' efforts on its un?mployed

caseload. For this reason, we have not made this change.

Comment: One commenter suggested that because reseafch has shown
that many TANF recipients attain and lose jobs sever?l times,
that we should reward States for job entries over a Ponger period
of time, such as a two-year performance period. Spepifically,
for the job entry measure, the commenter indicatea tbat we should
count only job entries that are the first job entryfin a two-year

period. They proposed that retention would then be[measured from

the point of job entry to a time period one year laﬁer.
|

o
o

( Response: Given the lag in data availability, the longer time

frame would not allow us to make the bonus awards in the bonus

- |
Q* ! year to which they apply. If we did not issue the TY 2003 bonus
\§/\ A / funds by September 30, 2003, they would return to t?e Treasury,
gﬁﬁfr unless Congress reauthorizes the bonus program and ?ppropriates
(§F funds. 1In addition, the statute requires that we a%ard bonuses
q}m in each bonus year, not over a two-year period. ’
~ S
NN |
Sy |

RN :fp Section 270.6 What data for the work measures must{a State

report to us? '
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In the NPRM, we proposed that the State, if it chose to compete
on any or all of thé work measures, must report one of two
alternative sets of data, as specified by the Secretary. 1In one
alternative, the State would provide three items of identifying
information on its adult TANF recipients that we would match

against the NDNH data. 1In the second alternative, the State

—

would provide actual performance data for the work measures based

on data matches with State UI records or other records.

Comments: Most commenters supported reporting mihimal
information on recipients and the use of the NDNH. A number of
States believed strongly that no other source could provide
Federal employment and out-of-State employment. However, a
number of commenters raised issues about the use of NDNH data.
Several questioned whether the NDNH contains all the necessary
information to calculate the performance scores for all the work
measures. One raised concerns about privacy protection of the
NDNH data. Two wanted to use State administrative data to
supplement the NDNH data, since we could not detect a period of
unemployment within a quarter through the use of NDNH quarterly

wage data.

Response: After considering the comments and other factors
relating to our operational use of the NDNH, we agree with

commenters that State reporting of minimal identifying

information on all adult TANF recipients and a match of this
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information by ACF at the Federal level would result in the least ‘
burden to States and the maximum accuracy in implementing the

bonus awards.

We have not specified the identifying information that States
must submit in §270.6(a). Rather, because some operational
factors are unclear in our use of the NDNH, we will specify these
data in program guidance. The data that will be required will be
limited to some or all of the information proposed in the NPRM,
i.e., the name, date of birth, and social securit? number of all

adult TANF recipients.

In addition, we want to clarify what data are available through

the NDNH. The NDNH contains not only a national database of new

hires, but also national wage data compiled by the State
Unemployment Insurance agencies and Federal employment and wages.
(This addresses commenters' concerns for information on out-of-
State and Federal employmént.) Matching adult TANF recipient
data with quarterly wage data on the NDNH data base will provide
the necessary work performance information to rank States on all

the work measures.

With respect to the privacy concerns, the match of adult TANF
recipients with the NDNH database will not reflect information
about individuals, but will produce only aggregate information

for use in calculating the State rankings on the work measures.
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Prior to these regulations, we provided States flexibility in
what data source(s) they could use for compiling performance data
for the work measures. We note that States competing for the FY
1999 bonus awards compiled their work measurement performance
data based on their State unemployment wage data system. Our
proposal builds on and strengthens that system. The use of the
NDNH will ensure that we rank States based on the most uniform,
objective, and reliable data available. In addition, States will
have the benefit of the employment data on their TANF recipients,

including out-of-State employment and Federal employment.

Section 270.7 What data will we use to measure performance on

the work support measures?

In the NPRM, we proposed to use Census Bureau data to rank State
performance on the Food Stamp and the Family Formation measures.
We alsb proposed to rank State performance on the Medicaid/SCHIP
measure based on the data submitted by States following their
match of individuals no longer receiving TANF assistance with

Medicaid/SCHIP enrollment data.
We have made the following editorial and technical changes in

this section: deleted reference to the Family Formation measure,

substituted the acronym SCHIP for the acronym CHIP, and clarified
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that we will rank only those States that choose to compete on

|
these measures. ‘ ‘
[

In addition, we received a number of comments on this section.

|
Comment: Several commenters expressed concern aboutl!the proposed

use of Census Bureau data. Commenters based their c%ncerns on

perceived problems with the Current Population Surve& (CPS) or

the decennial census. They cited the lack of reliab&lity of the

o
CPS data and recommended, alternatively, that we base Food Stamp

and the Medicaid/SCHIP measures on State administratLve data that

are more current. They also believed that the decennial census

|
|

populations, focuses on married households, and undercounts

households where two adults may be responsible for parenting and

data, despite periodic updates, under-reports many low-income

child-rearing. Undercounting the increasing number of
- . \
grandparents raising children was also of concern to commenters.

Response: We agree that State administrative data,’in some

cases, are more current than decennial census data or the CPS

estimates. Our aim in the NPRM, however, was to propose to use

the most uniform, reliable, and bbjective data available with as

little burden to States as possible. |

We want to reiterate that, in using the Census Bureau data, we

will initially use data from the Supplementary Cens?s 2000
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Survey. Later, we will use data from the Census Bureau's /T~
American Community Survey (ACS), which will be available iﬁ7g;;;}
The 2000 Survey will provide reliable State level data based dﬁﬂa
sample of 700,000 cases. The ACS will provide annual reliable

State and county-level data.

Comment: A number of commenters {gggggggéﬁé that the final rule
require States to report data separately on the number of adults
and the number of children no longer receiving TANF assistance
who are enrolled in Medicaid or SCHIP. They comménded our
proposal to evaluate States on the percentage of individuals
enrclled in Medicaid or SCHIP, rather than thé percentage of
families enrolled. They based their recommendation on the need
for better data and findings from recent studies that indicated
that often only selected family members retain health care
coverage after leaving welfare. 1In particular, parents appear to
be at much greater risk than children of losing out on health

care coverage for which they are eligible.

Response: We agree that information on the participation of
adults and children in these programs could be useful in
monitoring program outcomes. However, we do not believe that the
value of this information justifies the additional data

collection effort that would be required.

=
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Section 270.8 How will we allocate the bonus award?‘

|
\

This section of the NPRM proposed to:
o make awards to the ten States with the highest scores
in each measure;
o allocate a total of $140 million to the fopr work

measures as follows:

!

u Job entry rate ~ $56 million
] Success in the work force $35 mil}ion
. Increase in job entry rate $28 milhion
u Increase in success in the _ |
work force $21 miﬂlion
L allocate a total of $60 million to the thgee work

support measures ($20 million to each measure); and

L within each measure, distribute the bonus money based

on each State's percentage of the total amount of the

SFAG of the ten States that will receive % bonus.

There were no major objections to this section of the NPRM, but

|

most of the commenters made alternate recommendatiogs. In

\
general, most States and their representative organizations

recommended that the full amount of the annual bonus ($200
million) be awarded based on the work measures. On|the other

hand, a large number of the other commenters recommended various
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increases in the amount of funding allocated to the work support

measures.

In addition, although there was general support for awarding
bonuses to the top ten States with the highest scores in each
measure, we received several suggestions for alternative
approaches to the Food Stamp and Medicaid/SCHIP measures: (1)
award bonuses in each measure for both absolute performance and
performance improvement; (2) award five bonuses for absolute
performance and five for improved performance; (i) alternatively,
award three bonuses for absolute performance and seven for
performance improvement; and (4) award the same amount of money

for each measure.

In response to comments on the Family Formation measure

discussed above, we have dropped the proposed $20 million for the
Family Formation measure and reallocated these funds
proportionally to each of the work measures. The work support
measures (Food Stamps and Medicaid/SCHIP) will continue to
receive $20 million each. Other specific comments and our

response are discussed below.

Comment: Several commenters recommended specific changes in the
amounts proposed for the four work measures that would emphasize
"success in the workplace." They believed that the proposed

allocations seem unduly weighted towards job entry (i.e., $56
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million of the $140 million) at a time when the focus of the TANF

program has shifted to an emphasis on earnings gain |[(measured by

success in the work force and increased success in tPe work

force). They indicated that job entry is no longer Fhe critical

. . |
measure that job success is. One commenter, for example,

l
suggested the following:

= Job entry $28 miHlion
L] Success in work force $56 miﬂlion
= Increase in job entry $21 ﬁiﬂlion
] Increase in success in work force §35 mi#lion

Response: We considered this recommendation in lig%t of our
knéwledge of and experience with State TANF program% to date. At
the present time, we believe it is important to retgin a priority
focus on job entry,lnot only because of the emphasiﬁ throughout
the TANF statute on work and economic self-sufficiency, but also
because initial employment is a prerequisite for th? rest of the

work measures. It also remains a primary focus for‘most State

programs in leading to self-sufficiency.
However, we have re-allotted the $20 million proposed for the

Family Formation measure among the four work measures, reflecting

the elimination of that measure.
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Comment: Commenters were concerned that, in competing for the
bonus, a State with a relatively small SFAG might be likely to
lose money if the cost of competing for the bonus was greater
than the amount the State might receive as a winner. They
recommended that States should at least be able to recover the
costs of applying for the bonus in a category where they made the
top ten winners list. They also recommended that we award any
State receiving a bonus some minimum amount based on an estimated
cost of applying for the bonus in that category. We could
allocate the remainder of the award money in that‘category as

proposed.

Response: We are aware that for a few States, it is difficult to
compile data in order to compete for the bonuses. In the final
rule, we have addressed this difficulty, in part, by requiring
minimal information from States for the work measures and
matching these data with the NDNH data at the Federal level.

With respect to the commenter's specific suggestions, we could
find no support for such an approach in the statute and believe
it could be very problematic to administer. Thus, we have not

accepted these recommendations.

Comment: A number of commenters, including Members of Congress,
recommended increases in the amounts allocated to each of the
work support measures, ranging from increasing the allocation for

the Food Stamp and Medicaid/SCHIP measures to $30, $35, or $40
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million; allotting amounts ranging from $20 to $40 million for a

new child care measure; and allotting $20 million far a new

measure on domestic violence and $20 million each for two

measures on worker protections. Commenters offered the following

opinions:

States already have many incentives to help individuals

enter the work force, e.g., the penalties |if States do
not meet the work participation requiremeAts. Skewing
performance bonuses further towards work is
unnecessary. Giving equal weight to work and work
support measures better reflects the reality that a job
alone is not enough for a family to succe%d.

Families will not be able to get or maint%in employment
without these essential supports. Further, the work
support measures (including the addition ?f any new
measures related to child care or other méasure)
éupport two of the four purposes on TANF Ey providing
assistance so that children can be cared for in their

own homes as well as promoting job preparftion and
work.
As proposed in the NPRM, the $20 million for each of
the Food Stamp and Medicaid/SCHIP measures, divided
among the top ten winning States, creates| little

incentive for States, compared to the more generously

funded work measures.
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Response: As noted earlier, we have re-allotted the $20 million
proposed for the Family Formation measure among the four work

measures. We seriously considered 1ncrea51ng the allocatlons for

the Food Stamp measure and the Medicaid/SCHIP measure. However,

we contlnue to believe that the work measures most directly

address the overall focus of the TANF program, including purposes

one, two, and four of the Act. ‘10’4‘/‘"" qdr\n a mdudl
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Comment: In commenting on one State's receipt of a multi-million

dollar bonus in 1999 for 1.7 and 2.9 percent increases in two
work measures, one organization objected to the lack of a
benchmark or other threshold standard as a part of the bonus
system. They believed such "minuscule changes" in State
performance do not represent high performance. Rather than
funding the ten States with the highest scores in each measure,
they recommended that we set limits for what we consider

acceptable and successful performance.

Response: In the preamble to the NPRM, we solicited public
comment on some of the issues we had considered related to
absolute performance, performance improvement, and threshold
levels. (See Section IV. Discussion of Other Issues Related to
Performance Measurement.) The issue of a threshold level,
benchmark, or performance standard is one we struggled with, both

internally and in our consultations with external groups. Given
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the lack of experience in establishing and implementing a bonus ‘
system, the general consensus on this matter was that a standard,
such as rewarding the ten States with the highest scores, was

initially most appropriate.

As we said in the NPRM, awarding bonuses to the top ten States
not only provides a clear incentive to States, but also helps
avoid problems associated with the need-to re-allocate funds.
More importantly, we did not want to set a numerical threshold
based on an absolute level of performance, given fhe absence of
baseline data. Another factor we considered is that what works
now in terms of a bonus system may not be appropriate as the

States' caseloads continue to change.

Finally, we believe that State programs are still evolving and
continue to reflect the flexibility provided in the statute in
their programs and services. Given that diversity, we have not

changed the standard as proposed.

Comment: This same commenter recommended that we invest most of
the award funds in the work support measures on the grounds that
the State Food Stamp and Medicaid/SCHIP enrollment data are the
most solid, i.e., they ﬁollow individuals over time, and they are
backed by quality control efforts. They recommended that we |
delay awarding bonuses to measure job retention and earnings

until we have a valid source of data for these categories.
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particularly germane to assessing State caseload reductions, work
efforts, or performance; and are not amenable to TANF-like
reporting. Our general TANF rules do not allow us any discretion
to grant waivers of the SSP-MOE reporting requirements, even in
such circumstances. Based on discussions with States, we are
concerned that, in some of these cases where the SSP-MOE
reporting requirements are particularly problematic, States might
elect not to provide certain benefits that support the goals of
TANF rather than to develop the data collection and reporting

system that the SSP-MOE requirements would entail.

Since these problematic situations can arise with respect to
either the high performance bonus or the caseload reduction

credit, we wanted to provide an opportunity for waiver of the

requirements in both circumstances. We believe the clearest way
— e — )

to make that change is in the general TANF rule. Thus, in this

rulemaking, we have revised the TANF final rules at 265.3(d) (2)

to allow waivers of the SSP-MOE reporting requirements, under

_very limited circumstances. More specifically, we would allow
waivers only if the benefits being provided in the SSPs were
considered assistance under 45 CFR 260.31(a) (3) and the State
made a clear case that the cost and burden associated with
collection and reporting of the data substantially outweighed any

potential benefit.
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The first condition means that waivers would be ava%lable only
"supportive services such as transportation and chi#d care
provided to families that are not employed." We would not waive
SSP-MOE reporting requirements for SSPs that provide assistance
under paragraphs (a) (1) or (a) (2) -- that is, for pﬁograms that:
(1) provide assistance that meets the basic needs of a family
(even if the family's receipt of such benefits is conditioned
upon participation in work experience or community service); or

(2) provide benefits that would have historicallyibeen considered

"welfare" benefits. For example, we would never waive SSP-MOE

reporting when the State had elected to meet the basic needs of

its two-parent TANF cases through a SSP. (We would rant
I

waivers for SSPs that provide supportive services, such as
[

In fact, we anticipate that SSPs receiving reportiné waivers

|
would typically be serving a mix of employed and unemployed

families, but mostly employed families{:3However, s?parating the

families into employed and unemployed families and éathering

\
detailed characteristics data on a monthly basis for only the
\

employed families would be éxtremely burdensome. }
\
|
In deciding whether a State had made its case, we wéuld look at

factors such as:
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