THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON, D.C. 20203 )

’ o JAN 27 1098
MEMORANDUM FOR THE PRESIDENT ' ‘

The purpose of this memo is to outline the information we have so far on the impacts of _
changes in welfare programs. The mformatxon is still qmte prehmmary but some conclusmns
are emerging. These mclude

0 .The total number of welfare rec1§1ents has fallén below 10 million for the first

time since 1971. Caseloads have fallen by more than 30 percent since their peak
in 1994. ; ‘

) Many more recxplents are now workmg, and the proportion of former recipients at
work after leavmg welfare appears to be somewhat higher than in the past. .

0 States are making vcry serious-efforts to move recxplcnts into work, both by
mandating work programs and sanctioning those who do not comply, and by
increasing the benefits of working through simpler and hlgher eammgs dlsregards
and on-going supports such as child care. :

0 As we found with AFDC waivers States are adopﬁng common approaches but

with many variations in specifics. Several large States are devolvmg key policy
decisions to the county level.

o There has been no “race to. the bottom” in State welfare benefits; States are

spending more per recipient than in 1994 across TANF and related programs, and
State maximum benefit levels are generally unchanged

.0 So far there is little evidence of extreme hardship among those who leave welfare
' as a result of sanctions, although many do experience fairly large declines in
income. Overall, however, half or more of former recipients appear to increase -
their incomes after leaving welfare. -

o Even when recipients mdve to work and improve their incomes, they are still
likely to have total incomes below the poverty line.

This memo looks first at what the States are doing, in terms of both spending choices and
broader policy choices. It then turns to impacts on recipients, assessing both results from
evaluations of State waivers similar to current State policies and the very early results from State
surveys of recipients and former recipients. Finally, the implications of these ﬁndmgs for
cheral and State pohcy choices are briefly discussed.
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State &egp_onses to Welfafe Reform

Welfare caseloads have declmed dramatxcally since their peak at 14.4 million recipients
in March 1994. Overall, the number of people receiving aid had declined by more than 30
percent to 9.8 million recipients by September 1997 (the most recent monthly report available).
This decline has continued at an even more rapid pace since the enactment of welfare reform in
August 1996. In the first year of welfare reform alone, almost 2 million recipients left the rolls.
As Chart 1 (attached) shows, these declmes are spread across almost all of the States '

Changes in State Spending on Welfare Programs. = There has been no “race to the
bottom” in State welfare spending. Because there are now fewer recipients, total State spending
. on welfare programs has declined since 1994. On average, however, States are spending
somewhat more per recipient than they did in 1994-reported State spending on welfare and
~ related programs is about 18 percent below the level seen in 1994, while caseloads have declined
by more than 30 percent. Tlus increased spendmg has not affected direct payments to recipients,
which remain very close to the levels seen in both 1994 and 1996 (about $370 per family per
month on average.) In all, four States have increased maximum benefit levels since the

- enactment of TANF, while five States have decreased maxxmum beneﬁts for at least some -
categones of rec1p1ents :

States are report‘mg that they are meeting their Maintenance of Eﬁ')ort (MOE)
requirements under welfare reform. They are required to spend 80 percent of previous (generally
1994) levels, or 75 percent if they meet the minimum participation requirements, and 20 States
report exceeding that goal, some by con51derable amounts (see Chart 2). Further, reported
spending may understate actual amounts spent, since there are no incentives for States to report
_ additional spending once their MOE requirements have been met. There is little in these data to

suggest declines in spending levels--rather, States appear to be using at least some of their own

money to provide services such as child care and job U‘auung and placement and to increase work
incentives.

. Changing State Policies. A focus on work is a maj or theme in State welfare policies,
although there is considerable variation in plan specifics and in implementation across States.
The following key points emerge from an overvxew of State polxcxes

1. States are focusmg on egcguragmg and requiring work

o . 40 States have enacted policies to make work pay, generally by increasing the
amount of earnings disregarded in ¢calculating welfare benefits. (See Chart 3.)

- Connecticut, for example, now disregards all earnings up to the poverty level.
Most States have also simplified the treatment of earnings compared to the AFDC
treatment, with the result that recipients can see more clearly how even a low-
wage job will make them better off.
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" 44 States have raised the level of resources and/or the maximum value ofa
" vehicle allowed to welfare recipients. (See Chart 4.) This will - make it easier for

recipients to get to work and to accumulate savings that mxght lead to self-
sufficiency. : 4

Almost all of the States have moved to “Work First” models in their welfare

- programs, requiring recipients to move quickly into available jobs. Virtually
~ every State has instituted “social contracts” or other personal responsibility

agreements in which recipients commit to specific steps toward self-sufficiency.’
States are enforcing these contracts, sanctioning people who fail to sign or live up

to thexr agreements

2. Famjly violence issues and choxces about exemptmns fg; parents gf vg;y young
children are bemg addressed by the States..

o

w

24 Junsdxctmns have elected to screen for, provide _appropriate services, and waive
requirements where needed to ensure the safety of victims of domestic violence
through the Family Violence Option (See Chart 5.) Additional States, including
California, are expected to implement this option in the coming months.

As indicated in Chart 6, most States have chosen to exempt parents of infants

“under one year of age from work requiremcnts‘ 16 States have chosen shorter

exemptions (the law allows States to require parents with children over 12 weeks
to work.)

State policies regarding time limits are varied and complex.

Chart 7 shows that eleven States have chosen "intermittent" time limits that limit
the total months of recipiency allowed within a longer time period (for example,
Virginia limits TANF receipt to 24 months in any 60 month period). Nine States
have chosen lifetime limits of less than five years. Both of these types of time
limits often allow exceptions or exemptions. 27 States have chosen the Federal
limit of 60 months. Four States have chosen other options involving supplements

from State welfare programs for those reaching the Federal time limits.

‘Evaluatlon and survey data find that recipients are often unclear about the
specifics of time limits (and other reform policies) that apply to them, although
‘they do know that the nature of welfare has changed. -

Few recipients have reached State time limits so far.
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4. State plans considerably in their specifics and in their timi

o A few States are making choices that appear to have little to do with work, such as
- counting the SSI income of disabled children and adults in computing TANF
.beneﬁts without taking into account the added costs of dxsabxlxty

o The amount of time that elapses between the determination of pohcy choices and
their actual implementation varies greatly across States, usually based on whether,
‘when and how extensively they undertook reforms through waivers. Many States
"have not completed the process of implemenﬁng proposed policy changes.

5. Finally, California, New York and several other states are devolmekcv decisions to_ -
counties.

o Other States in the proceés of devolving include Mafyland, Ohio, FIorida,
. Colorado and North Carolina.

0 These States are devolving decisions about work activities, post-employment
' supports and, in some cases, sanctions; Colorado and North Carolina are also
passing on decisions about other factors including eligibility. Benefit levels will
. still be determined at the State level, although in some cases the State will
mandate only a floor which the counties can choose to exceed.

Impacts o_f Welfare Reform on Recipients

Moving recipients and potential recipients into work has been the focus of most State
policies, and there is some preliminary evidence that employment levels are rising as caseloads
decline. Evidence on the impacts of other aspects of the changes on recipients and would-be
recipients is somewhat more mixed. Are they indeed better off in economic terms? What has
happened to those who haven’t gotten jobs? It is still very early to answer those questions, but
we have some preliminary data that give a few indications.

Our preliminary data generally relate to the situations found in specific states. Thus, this
report draws upon preliminary program evaluation reports of waiver-based policies from
Michigan, Iowa, Minnesota, Delaware, and Florida, and on surveys of welfare recipients and .
people who have left welfare rolls in Massachusetts, Jowa, Wisconsin, Indiana, Maryland, South
Carolina and Tennessee. The early stories emerging from these studies appear to be fairly
consistent across those states. Although we are beginning to have some evaluation evidence on
the impacts of policy changes as opposed to the strong economy, it is very difficult to sort out the
relative importance of pohcy and economic factors at the National level.

Sanctions. States are generally working harder to enforce mandatory work requirements,
and sanctions rose by about 30 percent nationally between 1994 and the end of 1996. Anecdotal
evidence implies that these rates are still increasing. In the studies of specific States, sanction
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rates of as hrgh as 50 percent are seen, with rates in the 25 percent to 30 percent range not

" unusual. Sanctions may result in either a complete or partial loss of benefits. Across States we
find that the majority of sanctions occur because recipients fail to show up for initial
appointments. Far fewer families have been sanctioned for refusal to comply with work .
assignments. Sanctioned families may include many who are already working or who have good
job opportunities; in Iowa, for example, families that did not comply with the State’s Farmly
Investment Plan tended to be more job-ready than the average

. Employment. Perhaps partly ‘because of stricter work policies as well as the robust
" economy, more recipients and former recipients are now employed. .Evaluations of specific State .
programs show policy-related increases in employment in the range of 8 percent to 15 percentage
: pomts Surveys of people who have left welfare imply that 50 percent to 60 percent are working
in the period following welfare recipiency (with the remainder not employed). This is
comparable to or slightly higher than the 45 percent to 50 percent of welfare exiters who worked
after leaving AFDC. Some of this increase in work may result from the strong economy as well
as from policy changes.

- Incomes. While there do not appear to be dramatic changes so far in the average incomes
of welfare recipients and those leaving the welfare rolls, these averages hide a great deal of -
. variation.  Among those leaving the program, incomes in the follow up period are very mixed.
) Generally, about half of former recipients saw increases in their incomes, while half experienced
- declines. There is some evidence that those who leave the program voluntarily are more likely to

- have increased incomes, although in both South Carolina and Iowa about 40 percent of those
who left because of sanctions also experienced income increases.

There is little evidence at this point of extreme hardship even among families losing
benefits altogether as a result of sanctions or time limits. However, events such as homelessness
or entry of children into foster care are sometimes hard to observe in evaluations and follow up
studies, which are usually unable to trace some proportion of former recipients. In the short run,
many families experiencing large income losses appear to rely on help from friends and extended
family. It should be noted also that even families whose incomes rise as a result of higher

" earnings and/or changes in State policies typically still do not have above-poverty level incomes
while on TANF or in the period immediately after leaving the program.’

ther Benefits. Families who leave TANF are often ehgrble to continue recewmg
benefits from other social support programs such as the Food Stamp Program, Medicaid,
Supplemental Security Income (SSI) and housing programs.. However, relatively low take-up
rates for some of these benefits suggest that many former recipients may be unaware of their
continued eligibility for other programs such as Medicaid, or that administrative barriers may be
preventing some eligible families from participating in these programs. In both South Carolina -
and Indiana, for example, about half of the adults who were no longer receiving cash assistance
reported that tbey drd not have any health insurance.
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Policy Implications and Next Steps: Sﬁp_pg_m ting Low-Income Workers

These early results suggest that real progress is being made in focusing recipients on work

“and in moving them into employment. This is a significant and critical step on the path to

reforming welfare. I believe that further steps need to be taken to consolidate and build on this

accomplishment. In particular, we need to ensure that low-income working families, whether
- they are former welfare reclpxents or not, can continue to work and to earn enough to raise their
families, weathering unemployment and other temporary setbacks without relying on long-term
welfare receipt. In pursuing this goal, we would be building on the Administration’s many

achievements for working families, including expansion-of the EITC, increasing the minimum

 wage, expandmg health care coverage for children, enacting parental leave, and the introduction
of this year’s pathbreaking child care initiative. And we would also be building on the
widespread and increasing interest of the States, which are startmg to grapple with the question
of what happens after welfare parents take their first jobs.

Both researchers and practmoners are telhng us that when such parents move to work,
most are likely to need conunumg support in order to keep their jobs, support their families,
improve their incomes over time, and avoid going back onto the welfare rolls. These supports
can take many forms, from the EITC or increased earnings disregards to services such as child

care, health care, transportation and mentoring. Currently, States have resources available to
them through the TANF block grant and their Maintenance of Effort funds, as well as through
other State resources that have been freed up as a result of declining caseloads. We can make
progress on this’ agenda by challenging States to make key investments, showcasing effective-

practices and encouraging State innovation as well as by shaping a National agenda to help low-
wage workers and their families. -

A successful strategy to support low-income workers and their families would mvolve ‘
several components at both the State and National levels. These could mclude

1. 'Raising the incomes of low—wage wo;ker Most welfare recxplents moving into their
4 first jobs continue to earn below-poverty level incomes. The major 1993 expansion of
the EITC does a great deal for these families, and it must be protected. In addition, we
could challenge States to expand State EITC’s and to increase earnings disregards and
other programs for low-wage workers. For example, Wisconsin has used TANF MOE
funds to expand both its EITC and housing subsidies for low-income owners and renters.
- At the National level, policies such as a further increase in the minimum wage or tax

incentives for employers to promote jobs and hlgher wages for low-skllled workers could
be explored.

2. Providing other job supports. We must ensure that other critical job supports, such as
‘ health care, child care, transportation, and mentoring, are available for working families
who need them. The Administration’s new child care initiative is of course cnt1ca1 to this
- strategy, and the newly enacted Child Health Insurance Program should go a long way
toward ensuring health care coverage for the children of low-wage workers We need to .
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continue outreach efforts to make sure that low-income working families are aware of
their potential eligibility for Medicaid. The Vice President’s work on mentoring provides
a valuable example, and States must be encouragcd to continue to invest in these
‘programs and other supports.

3. Ensuring that low-wage workers improve skills and earnmgg over time. Many States are
. beginning to grapple with the best way to promote growth in skills and earnings over time
for former welfare recipients. Over the longer term, such growth will be necessary to
meet both the needs of families and the needs of the economy as a whole. We should be
_challenging States to put together creative strategies and showcasing those that do. These
strategies can involve linkages among workforce development, higher education, and
welfare systems, as well as work with specific private employers. At the National level,
strategies to increase educational opportunities for low—mcome famlhes are a key to
- - increasing skills and earnings over time. o

4,  Maintaining me safety net for workg: Ifa temporaxy sctback is not to result in a return
to welfare dependency, the safety net for low-wage workers must be maintained. At the
National level, changes could be made in the Unemployment Insurance program to
increase the probability that low-wage workers will earn coverage, as is now being
discussed within the Administration. At the State level, we should showcase States that
are implementing post-employment services and cther strategies to address the fact that

* low-income workers are likely to experience considerable job turnover and some periods
of unemployment. We should challenge States to invest in approaches that combine
- reliable short-term assistance with rapid re-employment help.

{

In summary, we must build upon and continue our efforts on behalf of low income _
workers. I look forward to further discussions with you regarding these important issues. Please
let me know if you would like a briefing or further information.

. Donna E. Shalala

"Attachments
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: TANF PROGRAM '
Chart 2: EXPENDITURE OF STATE FUNDS IN FY 1997 AS % OF MOE
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" Chart 5: States Selectmg
- Family leence Optlon
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- MEMORANDUM FOR HILLARY RODHAM CLINTON
MELANNE VERVEER

FROM: JENNIFER KLEIN
NICOLE RABNER
NEERA TANDEN

Subject: Domestic Policy Planning

The purpose of this memorandum is serve as a basis for our discussion on Friday on domestic
policy planning and strategy for the coming months.” The memorandum first explores the theme
of “what works” as a possible area for sustained focus, and then divides into sections based on
issue areas: (1) child care and early childhood development; (2) child welfare and adoptlon 3)
children’s health; women’s health? :

Umbrella Issue: “What Works”

We have given some thought to the idea of focusing on the theme “what works” as an organizing
‘tool for our efforts and, possibly launching a project or a dialogue on this subject. As you know
well, there is no issue on which we work, unfortunately, that does not fail the test of taking
promising efforts to scale.

It is clear that any effort in this area must be about dialogue -- dialogue arnong arange of
perspectives and experlences in programs that support children and famlhes in communities
nation-wide. ‘

We propose that you convene a “prayer-breakfast” style dlscusswn at the White House with a
.diverse group -- to engage in a serious discussion on this subject and, possibly, to signal your
intention to seize this issue (building on your travels and .writings over the years), in a formal or
informal way. To develop this idea further and to plan for this White House convening, we
would call a series of small meetings (in which you could have the option of participating or
dropping by). These meetings would pull together leaders of issues affecting children from a
range of perspectives -- academic, advocacy, government, foundation, community-based,
grassroots, etc. -- to discuss (1) why it is that we do not effectively learn from and replicate
proven models, and (2) how we can do better. From these dlscuss1ons we could develop the

- agenda and strategy for the larger convening.




Child Care, Early §hildhood Development, and School-Age Care

Child Care legislation - ‘
L Continuing to be a voice for various pieces of our proposal
I1. Meeting with members of congress -- Cong. Women’s Caucus, child care leaders

[II.  After-school push

Early Childhood Development
L Prescription for Reading
I1. Conference report

School-Age Care
L

. Adoption/Child Weifare

As you know, there is a continued need for your leadership on child welfare and adoption issues.
Our first ‘ ' ' ‘

In short, options for your involvement include:
Internal meeting/briefing with HHS
Judicial meeting '
Foundation meeting
D.C. meeting

DB W N

IV.  Children’s Health

See other memo ...
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

Administration for Children and Families

PLO C 47 +

45 CFR Parts 98 and 99 _ ,
| l A ven Nt
: ’DV\UUZ/V‘ C,f t'h LACE
RIN 0970-AB74 from Lava>

Child Care and Development Fund
AGENCY: Administration for Children and Families (ACF), HHS
ACTION: Notice of Proposed Rulemaking

SUMMARY: The Administration for Children and Families (ACF) proposes
to amend the Child Care and Development Block Grant (CCDBG) regulations
at 45 CFR Part 98. In large part, the proposed amendments respond to the
amendments made to the CCDBG Act and the Social Security Act by the
Personal Responsibility and Work Opportunity Reconciliation Act
(PRWORA) 0f 1996 (Pub. L. 104-193). This proposed rule additionally
includes certain selected amendments and preamble clarifications originally
proposed for the CCDBG regulations on May 11, 1994 (59 FR 24510-24527)
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Proposed amendments to the Child C.. regulatlons at CFR Parts 98 and 99

f; -‘.'4-.

,1997

proposed for the CCDBG regulat1ons on May 11, 1994 (59 FR 24510-24527)

but never 1ssued as a final rule due to the welfare reform 1n1t1at1ve that resulted
in PRWORA

DATES: Interested persons and : agenc1es are invited to submit written
comments concerning these: proposed regulations no later than September 22,

E\M Jo oW (/\Uvd C/erf Wv(a,vc ”to pe(obséuﬂj

\V\Q (\&%Q'

ADDRESS: An electronic version of this pr'opOSed rule :can be found at

~http://www.acf.dhhs.gov/programs/ccb/policy/nprm.htm for your review.

Comments on the regulation can be submitted electronically following the

directions at the site, and will be posted according to the those directions.

Comments received from State Lead Agencies for.child care will also be.
posted on the web site as a service to the public, regardless-of the method of
submission. Printed copies of the electronic comments will be added to the
file of written comments and be ava1lable for public review during the hours
descrrbed below. | '

Comments may also be mailed (facsimile transmissions will not be accepted)
to the Assistant Secretary for Children and Families, Attention: Child Care .
Bureau, Hubert Humphrey Building, Room 320F, 200 Independence Avenue, =
SW, Wash1ngton DC 20201 or delivered to that address between 8 a.m. and
4:30 p.m on regular business days. Comments received may be inspected

during the same hours’ by makrng arrangements w1th the contact person shown
below.

FOR FURTHER INFORMATION CONTACT Barbara B1nker Director,

- Policy Division, Child Care Bureau, Hubert Humphrey Bu1ld1ng, Room 320F

2 of 167

200 Indep endence Avenue, SW, Washrngton DC 20201, telephone
(202)401 5145. Deaf and hear1ng-1mpa1red individuals may call the Federal
Dual Party Relay Service at 1-800-877-8339 between 8 a.m. and 7 p.m.
Eastern time. |

SUPPLEMENTARY INFORMATION:

12/30/97 14:54:54 -
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 Proposed amendments to the Child C...regulations at CFR Parts 98 and 99 ’ http://www.act.dhhs.gov/HyperNews/get/ccdb-tull. html
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Sliding Fee Scales (Section 98.42)

We have simplified §98.42 of the regulations by removmg separate references
to services under §§98. 50 and 98.51.

Fora further, discussion of copayments, see §98.43;

fuartle

‘/\Equal/Access (Section 98.43)

We have changed the title of this section to "Equal Access," from "Payment
Rates," because the amended CCDBG Act now focuses on equal access for
‘families receiving subsidies to child care services. Under the amendments,
Lead Agencies are required to certify that payment rates are sufficient to.
provide access to child care services for eligible families that are comparable
to those provided to ineligible families. The amended section 658E(c)(4)(A)
also requires the Lead Agency to provide a summary of the facts relied on to
determine that its payment rates are sufficient to ensure equal access.

The proposed regulation at §98.43(b) requires a Lead Agency to show that it
-considered the following three key elements in determining that its child care
program provides equal access for eligible families to child care services: 1.

- Choice of the full range of categories and types of providers, e.g., the

“categories of center-based, group, family, in-home care, and types of
providers such-as for-proﬁt and non-profit providers, sectarian providers, and
relative prov1ders as already required by §98.30. ’

. 2. Adequate payment rates, based on a local market survey eondu'eted no
earlier than two years prior to the effective date of the current Plan; and

3. Affordable 'cepayments.

These elements must be addressed in the summary of facts submitted in a
Lead Agency's biennial Plan, pursuant to §98.16(1).

1. Full Range of Providers

47 of 167 ‘ c . ' 12/30/97 14:55:05
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1. Full Range of Providers .

All working parents, regardless of income, need a full range of categories and
types of providers from which they may choose their child care services,
because their child care needs vary considerably according to the child's age
and special needs, the parents' work schedule, provider proximity, cultural

- values and expectations. Therefore, we believe that the statutory requlrement

of equal access means that low-income working parents receiving -
CCDF-subsidized care must have a full range of the categories and types of S
providers from which to choose care that they believe best meets their needs
and those of their children. The parental choice requirements at §98.30 already ‘
require that parents who receive certificates be afforded such variety.

2. Adequate Payment Rates

The statute at section 658E(c)(4)(A) eliminated the requirement that, in
establishing payment rates, the Lead Agency take into account variations in
the cost of providing care in different categories of care, to different age
groups, and to children with special needs. We have amended §98. 43 to
conform with the statute. However, while eliminating the requirement for -
different payment rates for different categorles of care, Congress added a

- requirement that Lead Agencies provide "a summary of the Facts relied on by

the State to determine that such rates are sufficient to ensure such [equal]
access.' . ~

The statute suggests that 1f fam111es rece1v1ng child care subsidies under the
CCDF are to have equal access to child care, the payment rates established by
a Lead Agency should be comparable to those paid by families who are not -
eligible for subsidies. In other words, the payment rates should reflect the
child care market. Although the statute has changed, the reality remains that -
the market reflects differences along several dimensions, and we do not
believe that Congress expected Lead Agencies to establish a single payment
rate for all types of child care.

Child care is often the major factor in whether families are able to work -~ and

~access to a variety of child care arrangements is necessary both to support
today's increasingly diverse workforce and workplace demands, and to ensure

that the healthy development of children is not compromised. The focus of
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“that the healthy development of children is not compromised. The focus of |

PRWORA on work further highlights the need for CCDF Lead Agencies,
which now are required by statute to administer the new Mandatory and
Matching Funds, to establish payment rates that support work as well as
enable the developmental needs of children to be met.

The major variable in the cost of child care is the age of the child, especially
the added expense of caring for infants and very young children. Under
PRWORA, many more families with infants and pre-school-aged children will
be requlred to participate in work activities for longer hours per week.
Payments that do not reflect the expense of caring for very young children will
frustrate the ability of families to work. In providing the exception to the
individual penalties under TANF. for single custodial parents with a child
under age six who cannot obtain needed child care, Congress recognized the
spec1a1 difficulties of locating care for young children. We have proposed a
consumer education provision at §98.33 that recognizes the relationship
between the TANF provision and the responsibilities of the CCDF Lead

- Agency. Consequently, we also expect Lead Agencies to ensure that their

payment rates reflect the market rate variations in the cost of providing child
care to different age groups as well as the additional costs of providing care to
children with special needs. We anticipate that market rate surveys will also
show variations in rates among categories of care, and we expect any
significant variations to be reflected in the Lead Agency's payments..

A system of child care payments that does not reflect the demands of the
market makes it economically infeasible for many providers to serve
low-income children. This undermines the statutory and regulatory
requirements of equal access and parental choice. Experience with the

 now-repealed title IV-A child care programs and the CCDBG suggests that
- providers limited their enrollment of children with subsidies because the

subsidy payments were too low. Similarly, failing to compensate providers |
timely or not reimbursing them for days when children are absent also causes
providers to refuse care to children with subsidies.

At §98.43(c) we have added a provision prohibiting different payment rates

based on a family's eligibility status or circumstances. This provision means

that the Lead Agency may not establish payments for TANF families that -
differ from the payments for the families of the working poor, or for families
in education or training, for example. We believe that multiple payment rates
based-on an eligibility status precludes the statutorily-required equal access to
child care for families receiving CCDF subsidies. Additionally, such multiple
payment rates would frustrate one of the main intents in amending the Act --

- to have a unified child care system with only a single set of rules. This

purpose would be undercut if different payment rates based on eligibility
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criterion were permitted.

With the exception of payments. for children with special needs, who.
sometimes require services on a highly individualized basis, we believe that a
survey of market rates is the only methodologically sound way for Lead |
Agencies to gather the facts necessary to establish payments that are realistic
and thus provide the requ1red equal access for low income families.
Implementation of this provision should not be a burden to States, which were
required to conduct local market surveys in implementing the now-repealed
title IV-A child care programs. We also know from comparing State plans for
the two programs, that the great majority of States used the IV-A payment
rates for subsidies provided under the Child Care and Development Block
Grant. Thus, States have had a number of years' experience with the survey |
process. States retain the flexibility to design such surveys; we have not
proposed a survey methodology :

We propose that Lead Agencies conduct such a survey biennially to ensure
that their payments reflect reasonably current market conditions. We have
amended the regulations at §§98.43(b)(2) and 98.16(1) to include this
proposed requirement. Lead Agencies must provide evidence in the biennial
Plan to show that a local market rate survey was conducted no earlier than two
years prior to the effective date of the currently approved Plan, together with
an explanation of how the survey was conducted.

We have not established spec1ﬁc requlrements for the payments established by

- Lead Agencies. Lead Agencies have the flexibility to establish payments,

- based on a biennial survey, which provide CCDF-subsidized families with
equal access to the full range of care in their areas. We would consider parents
to have equal access, however, if payments are established at least at the 75th
percentile of the rate in the child care market. States and families have both
recognized that the 75th percentlle which we required in the now-repealed
title IV-A child care programs, generally provided families receiving subsidies

~with a range of care that was adequate to support their work schedules and the

- needs of their. chlldren -

Since the requirement to conduct a market survey biennially is intended to
ensure that payments reflect reasonably current market conditions, lengthy
‘delays between the survey and basing the payments on that survey would
undermine the intent of the requirement. Therefore, we propose that a Lead
Agency conduct its survey no earlier than two years prior to the effective date
of the currently approved Plan; and payments derived from that survey must
be in place no later than the beginning of the second year of the Plan for
which the survey was conducted. The survey will be the basis for payments
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for only two years.

We propose to revise §§98.43 and 98.16 to remove the ten percent 11m1t on
payment differences within.a category of care. We also propose to remove the
reference to. limits on payment differences in §98.16. This revision recognizes -
the change in focus of the statute to a factual basis for the establishment of
payments and the elimination of the requirement to establish payment rates by -
category of care. It will also provide Lead Agenc1es the flexibility to
recognize and compensate higher quality child care facilities and providers,
including those that have obtained nationally recognized accreditation or
special credentials. This will also give the Lead Agency the flexibility to
address possible shortages of certain types of care -- for example, care during
non-traditional hours or on weekends -- when the survey results for this care
are incomplete, not obtainable, or contradict the agency s experience in
providing such care.

3. Affordable Copayments

The third essential element of equal access is that any copayment or fee pa1d
by the parent is affordable for the family and sliding fee scales should not be
designed in a way that limits parental choice. We wish to emphasize that Lead
Agencies have flexibility in establishing their sliding fee scales. However, in
our view, copayment scales that require a low-income family to pay no more
than ten percent of its income for child care, no matter how many children are
in care, will help ensure equal access.

| Recent reports by the Census Bureau indicate that families wrth income below
the poverty level pay a disproportionate share of their income -- 18 percent --
for child care; whereas families above the poverty level pay only seven
percent of their income for child care. The size of the fee paid by a
low-income working parent can be crucial in determining whether she and her
family become, and remain, self-sufficient. When devising the fee scale Lead
Agencies should try to ensure that small wage increases do not trigger large
increases in copayments, lest continuation on the path to self-sufficiency be
jeopardized for any family. The size of a fee increase is an especially -

important consideration because recent changes in the Food Stamp, housing
assistance, Medicaid, SSI, and the Earned Income Credit programs may also
affect the resources now available to a low-lncome Workrng family.
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* Sliding fee scales must contmue to be based on family size and income, as
currently required at §98.42(b). While Lead Agencies have flexibility to take
additional elements into consideration when designing their fee scales, basing
fees on the cost or category of care could violate the statutory requirements of
equal access and parental choice. Similarly, multiple fee scales based on
factors such as a family's e11g1b111ty status would be precluded '

List of Providers (Section 98.45) -

We have renamed this section "List of Providers" because the amendments to

section 658(E)(c)(2)(E) of the Act eliminated the language on the registration

of unlicensed or unregulated providers. We have also deleted the requirement
~at §98.16 to descr1be the reglstratlon process in the b1enn1al Plan.

At.§98.45, however, we propose to require any Lead Agency not having a

reg1stratlon process to maintain a list of the names and addresses of all
unregulated providers. It is essential that Lead Agencies have some simple,
standardized system to record the names and addresses of unlicensed
providers in order to pay them and to provide them with pertinent information
about health and safety regulatlons and training.

The regulatlons would no longer spec1ﬁcally require Lead Agencies to have a
registration process for providers not licensed or regulated undet State or local
law before paying them for child care services. However, Lead Agencies
should note that they: may contmue such a system, and we strongly encourage
them to do so. , \ ,

Subpart F--Use,of Block Grant Funds
Child Care Services (SectiOn 98.5,0)' |
The 70 Percent Requirement -
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(d) Each Lead Agency shall certify that procedures are in effect to ensure that
child care providers of services for which assistance is provided under this
part, within the area served by the Lead Agency, comply with all applicable
State, local, or tribal health and safety requ1rements described in paragraph (a)
of this section.. - ,

(e) For the purposes of this section, the term ' child care providerS' does not
include grandparents, great grandparents siblings (if such providers hve ina
separate re51dence) aunts, or uncles, pursuant to §98.2.

§98.42 Sliding fee scales.

'(a) Lead Agencres shall establish, and periodically reyise by rule, a sliding fee
scale(s) that provides for cost sharrng by famrhes that receive CCDF child
care services.

(b) A sliding fee scale(s) shall be based on income and the size of the family
and may be based on other factors as appropriate.

(©) Lead Agencies may waive contributions from families whose incomes are

at or below the poverty level for a family of the same size.

e,

(a) The Lead Agency shall certify that the payment rates for the provision of
child care services under this part are sufficient to ensure equal access, for
eligible families in the area served by the Lead Agency, to child care.services
comparable to those provrded to families not eligible to receive CCDF
assistance or child care assistance under any other Federal State or tribal
programs. . S

- (b) The Lead Agency shall provide a summary of the facts relied on to

determine that its payment rates ensure equal access. At a minimum, the
summary shall include those facts that show:
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(1) How a choice of the full range of prov1ders e.g., center group, family, and
in-home care, is made available;

(2) How payment rates are adequate based on a local market rate survey .
“~conducted no earlier than two years prlor to the effectlve date of the currently
approved Plan;

3) How copayments based on a shdlng fee scale are affordable as st1pulated
at §98. 42 |

(c) A Lead Agency may not estabhsh dlfferent payment rates based on a
family's eligibility status or circumstances.

(d) Payment rates under paragraph (a) of thls section shall be con31stent w1th
the parental choice requlrements in §98.30.

(e) Nothing in this section shall be construed to cre.ate a private right of action.

§98.44 Priority for child care services. - |

Lead Agencies shall give priority‘for serVices provided under §98. 50(a)v to:

(a) Children of fam111es with very low famlly income (con31der1ng family
size); and

(b) Children with special needs.
§98.45 List of Providers.-

If a Lead Agency does not have a registration process for child care providers
who are unlicensed or unregulated under State, local, or tribal law, it is
~ required to maintain a list of the names and addresses of unlicensed or
" unregulated providers of child care services for which assistance is prov1ded k
under this part ‘
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292 SOCIAL SECURITY ACT—§ 402(2X45)

they may be eligible; and :
(45) provide (in accordance with regulations issued by the
Secretary) for appropriate measures to detect fraudulent applica-

. tions for aid to families with dependent children prior to the .

establishment of eligibility for such aid.
The Secretary may waive any of the requirements imposed under or
in connection with paragraphs (13) and (14) of this subsection to the

- extent necessary to make such requirements compatible with the

corresponding reporting and budgeting requirements by the Food
Stamp Act of 19777, :

_(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan° which imposes as a condition of eligibility for aid to families

" with dependent children, a residence requirement which denies aid

with respect to any child residing in the State (1) who has resided in
the State for one year immediately preceding the application for
such aid, or (2) who was born within one year immediately preceding
the application, if the parent or other relative with whom the child is
ltxhang‘réhgs resided in the State for one year immediately preceding

e birth. : . - '

(c) The Secretary shall, on the basis of his review of the reports
received from the States under paragraph (15) of subsection (a),

compile such data as he believes necessary and from time to time’

publish his findings as to the effectiveness of the programs developed
and administered by the States under such paragraph. The Secretary
shall annually report to the Congress (with the first such report

being made on or before July 1, 1970) on the programs developed and

administered by each State under such agraph (15).

[ (d) Repealed.*] paragrap '

{eX1) The Secretary shall not approve the initial and annually
updated advance automated data processing planning document,

referred to in subsection (aX30), unless he finds that such document;”
“when implemented, will generally carry out the objectives of the

statewide management system referred to in such subsection, and
such document— _ .

‘ (A) provides for the conduct of, and reflects the results of,
requirements analysis studies, which include consideration of the
program mission, functions, organization, services, constraints,
and current support, of, in, or relating to, such system,

(B) contains a description of the proposed statewide manage-
ment system, including a description of information flows, input
data, and output reports and uses, .

(C) sets forth the security and interface requirements to be
employed in such statewide management system, :

(D) describes the projected resource requirements for staff and
other needs, -and the resources available or expected to be
available to meet such requirements,

(E) includes cost-benefit analyses of each alternative manage-
ment system, data processing services and equipment, and a cost
allocation plan containing the basis for rates, both direct and

indirect, to be in effect under such statewide management

system, .

*p L. 88525,
P L. 100-485, §402:)2XA), 102 Stat. 2397.
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(F) contains an implementation plan with charts of develop-
ment events, testing descriptions, propesed acceptance criteria,
and backup and fallback procedures to handle possible failure of
contingencies, and _ :

(G) contains a summary of propcsed improvement of such
statewide management system in terms of qualitative and quan-
titative benefits. )

(2XA) The Secretary shall, on a continuing basis, review, assess,
and inspect the planning, design, and operation of, statewide man-
agement information systems referred to in section 40HaX3XB), with
a view to determining whether, and to what extent, such systems
meet and continue to meet requirements imposed under such section
and the conditions specified under subsection (ak30) of this section.

(B) If the Secretary finds with respect to any statewide manage-
ment information system referred to in section 403(aX3XB) that there
is a failure substantially to comply with criteria, requirements, and

. other undertakings, prescribed by the advance automated data

processing planning document theretofore approved by the Secretary
with respect to such system, then the Secretary shall suspend his
approval of such document until there is.no longer any such failure
of such system to comply with such criteria, requirements, and other
undertakings so prescribed. -

(C) If the Secretary determines that such a system has not been
implemented by the State by the date specified for implementation
in the State's advance automated data processing planning docu-
ment, then the Secretary shall reduce payments to such State, in
accordance with section 403(b), in an amount equal to 40 percent of
the expenditures referred to.in section 403(a)3XB) with respect to
which payments were made to the State under section 403(aX3XB).
The Secretary may extend the deadline for implementation if the
State demonstrates to the satisfaction of the Secretary that the State:
cannot implement such Bystem by the date specified in such planning
document due to circumstances beyond the State’s control.

(fX1) For temporary disqualification of certain newly legalized
aliens from receiving aid to families with ‘dependent children, see

- subsection (h) of section 245A of the Immigration and Nationality

Act®, subsectionn(f) of section 210 of such Act, and subsection (dX7) of
section 210A of such Act. ‘ '

'(2) In any case where an alien disqualified from receiving aid under .

such subsection (h), (f), or (dX7) is the parent of a child who is not so
disqualified and who (without any adjustment of status under such
section 245A, 210, or 210A) is considered a dependent child under

subsection (aX33), or is the brother or sister of such a child, .

subsection (aX38) shall not apply, and the needs of such alien shall
not be taken into account in making the determination under
subsection (aX7) with respect to such child, but the income of such
alien (if he or she is the parent of such child) shall be inciuded in
making such determination to the same extent that income of a
stepparent is included under subsection (aX31).

(gX1XAXi) Each State agency must guarantee child care in accord-
ance with subparagraph (B)}—

1See Vol. I, PL. 82414, P L. 163416, §219(eeX1), repealed §210A of P L. 82414
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d .
() the dollar amount of the child care disregard for wbicb the
. bsection (aX8XAXii), or Gf
higher) an amount established by the State. )

(ii) The State agency may not reimburse the cost of child care
provided with respect to a family in an amount that is greater than
the applicable local market rate (as determined by the State m\j
accordance with regulations issued by the Secretary). = - :

(D) The State may not mak change in its method of

reimbursing child care coS
families receiving aid under the State plal ;
enactment of this section®®, by reducing their lncome or otherwise.

(E) The value of any child care provided or arranged (or any

amount received as payment for such care or
costs incurred for the care) under this paragraph—
(i) shall not be treated as income for purposes of any other
Federal or federally-assisted program that bases eligibility for or

the amount of benefits upon need, and :

(i) may not be claimed as an employmenb-related expense for
purposes of the credit under section 21 of the Internal Revenue
Code of 1986>°. - o . : :

(2) In the case of any individual perticipating in the program under

part F, each State agency (in ‘addition to guaranteeing child care
(1)) shall provide payment or reimbursement for
such transportation and other work-related expenses (including other:
work-related supportive services), as the State determines are neces-
sary to enable such individual to participate in such program.
(3YAXi) In the case of amounts ex nded for child care pursuant to
agraph (1XA) by any State to ich section 1108 does not apply,
the applicable rate for purposes of section 403(a) shall be the Federal

medical assistance percentage (as defined in section 1905(b)).

(i) In the case of amounts expended for child care pursuant to :
paragraph (1XAXii) (relating to the pravision of child care for certain -~

families which cease 10 receive aid under this part) by any State to
which section 1108 applies, the applicable rate for purposes of section
403(a) shall be the Federal medical assistance percentage (as defined
in section 1118). « o .

") In the case of any amounts expended by the State agency for
child care under this subsection, only such amounts as are _th.hm
such limits as the State may prescribe (subject to the limitations of
paragraph (1XC)) shall be treated as amounts for which payment may

be made to a State under this part and they may be 80 treated only

“to the extent that—

(i) such amounts do not exceed the applicable local market -

rate (as determined by the State in accordance with regulations

-issued by the Secretary),
tii) the child care involved meets applicable standards of State

and local law; and _ ) .
(iii) in the case of child care, the entaty providing such care
allows parental access. o ,
P Probably should be “subeection”. This beection waa enacted on Octaber 13, 1583 [ PL 100-
485, 102 Stat. 2352 :
See Val. 1L, P.L. 83591 -
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\ » ‘ : DU, s . ‘
to the extent that it determines that

(X1) Each State agency may, \
resgurces are available, provide child care in accordance with para-
graph (2) to apny low income family that the State determines—

(A) is not receiving aid under the State plan approved under

this part; S

(B) needs such carein order to work; and _

(C) would be at rick of becoming eligible for aid under the
State plan approved under this part if such care were not

provided. ) .
(2) The State agency may provide child care pursuant to paragraph
1) by : :

(A) providlihg such care directly; .
i use of purchase

(B) arrangng such care through providers by
of service contracts or vouchers; . _
in advance to the family;

(C) providing cash or vouchersin
(D) reimbursing the family; or
ts as the agency deems
ph (1) ghall

(E) adopting such other arrangemen
aR ropriate. .
(3X gA family provided with child care under paragra
contribute to guch care in accordance with a gliding scale formula
established by the State agency based on the family’s ability to gay.
(B) The State agency shall make payment for the cost of child care
provided under paragraph (1) with respect to 2 family in an amount
that is the lesser of— : : »
(i) the actual cost of such care; and - )
G1) the applicable local market rate (as determined by the
rdance with regulations issued by the Secretary)-
child care pro ided or arran (or any
t{ for such care Or reimbursement for

costs incurred for the care) under this subsection—
ductible expense

(A) shall not be treated as income OF as a de
ther Federal or federally assisted program

for purposes of any 0
that bases eligibility for or amount of benefits upon need; and
imed as an employment-re\ated expense for

(B) may not be claim
oses of the credit under section 21 of the Intern

Code of 1986°°. ‘ _
ended by the State agenc
paragraph (1) shall

made to a State under section :
id in accordance with paragr

(A) such amounts are pa
(B) the care involved meeis applicable

lely to members of the

@t A
s e e — ——— -

P

individual, is licensed, regulated, or re

or locality in which the care is provided; and
(ii) allows parental access; an ' <

(D) such amounts are not used to s}xpplant. an

. or State funds used for child care services.
' fiscal year 1993, on the activities 0

115ae Vol U, P L. 83-581.

Ky 11011 400 86-C -NY[

al Revenue

(5) Amourty exp y for child care under
be treated as amounts for which payment raay be

403(n) only to the extent that—
aph (3XBY;
standards of State and

(C) the provider of the care— . T
i) i is not an individual that

family of the
gistered by the State

y other Federal

(6¥AXi) Each State shall prepare reports annually, beginning with
ities of the State carried out with funds

made available under section 403(n).
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(ii) The State shall make available for public inspection withi
State copies of each report required by tlnps paragrgph s%,:xl‘lwhmz
arcopy of each such report to the Secretary, and shall'provide a copy
of each such report, on request, to any interested public agency.
Co(xlx“) ZshethSechtett_gry shall annually compile, and submit to the
cl§(iii.' e State reports transmitted to the Secretary pursuant to

) Each report prepared and transmitted b
subparagraph (A) shall set forth with il ovase nder
provided under this subsection— vespect to child care serviccs

(i) showing separately for center-based child care services,

group home child care services, family child care servi
relative care services, the number of children who morgxsisiﬁg
sei'v;cte}f anc'ltzbg averfxg:‘:l coséof such services; - : ’
ii) the criteria applied in determining eligibili iori
ret(:jgg\)nt?lg se}ll'ﬂvz:%, anjd sliding fee. schedgule;';m, ity or prierity for
i) the child care licensing and regulatory (includi i
tion) requirements in effect in the gSut:ate r\?v'i(t,!:mrgsd;:gtr:oglgci
typ-e(‘ )ofuslemm; specified in clause (i); and '
iv) the enforcement policies and practices in effect i
State which apply to licensed and regulated child c:xre prol\lr]idg:‘es
(including providers required to register). '

(C) Within 12 months after the date of the enactment of this
subsectfl_on, the Secretary shall establish uniform reporting require-
n}m‘gnts or use by the States in preparing the information required b
grngg:'ggrp;:g,;nd make&uch other provision as may be neces“sarg;

ria ensure that i e wi 1 i i
no(tD i;e I\}Intdlulg'e butj‘;densouxlne on thc;rgtgltﬁ; ce with this subsection will
ot later an-July 1, 1992, the Secret gshall i
on the 1m}>le_mentaticn of this subsection, baist:iyon suciﬁ?&o?nﬁ%pg
as as has® been madé available to the Secretary by the States.

PAYMENT TO STATES*!

SEC. 403. [ 42 U.S.C. 603] (a) From the sums appropriated therefor |

the Secretary of the Treasury shall pay t h i
?pprov;e‘d plan for aid and services tx:) ﬁe:d;afam?ﬁaeiegmdéhlﬁm
1(3- eaf: quarter, beginning with the quarter commencing October 1,
(1) in the case of any State other than Puerto Rico, | irgi
Islands, Guam, and American Samoa, an amountcoe'qﬂtj \t';rig}l\:
sum_ ogl' :{mlghfolloa»;ig propt()irtt::;n}s of the total amounts expended
qu 2 as 1 ; :
uunndeur &?(State er & aid ¢ amilies with dependent children
- ive-sixths of such expenditures, not countin
of:éay expenditure with respect to any month as egozoed?‘tl.ﬁt:
p; uct of $1$ multiplied by the total number of recipients
of aid to families with dependent children for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals with respect to whom such aid
in the form of money payments is paid for such month, plus
igine). Prohably abould be “information as hag'', -

PAsin
°See Vol. II, P.L, 7330, §31-15, with respect to the United Siatez Employment Service

See Vol. I[L PL. y i t isi i
a tLoITmesw' 4§508(h), with respect to provision for reimburzement of expenses of State

. SOCIAL SECURITY ACT—4403(a) (Cont.) 299

(ii) the number of individuals, not counted under clause (),
with respect to whom payments described in section 406(bX2)
are made in such month and included as ex‘)enditur% for

" purpoeses of this paragraph or paragraph (2)); plus

(B) the Federal percentage of the amount by which such
" expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds (i) the product of $32
roultiplied by the total number of recipients of aid to
families with dependent children (other than such aid in the
form of foster care) for such month, plus (ii) the product of
$100 multiplied by the total number of recipients of aid to.
~ families with dependent children in the form of foster care

. for such month; and ) ’ o

(2) in the case of Puerto Rico, the Virgin Islands, Guam, and
American Samoa, an amount equal to one-half of the total of the
sums expended during such quarter as aid to families with
dependent children under the State plan, not counting 80 mu
of any expenditure with respect to any month as exceeds $18
multiplied Y the total number of recipients of such aid for such
month; and’ - : : .

(3) in the case of any State, 50 percent of the total amounts
expended during such quarter as found necessary by the Secre-
tary for the proper and efficient administration -of the State
plan, except that no payment shall be made with respect to
amounts expended in connection with the provision of any
service described in section 2002(a) other than services furnished
pursuant to section 402(g); and™? )

[ 4) Repealed.” o :

(5) in the case of any State, an amount equal to 50 per centum -

. of the total amount expended under the State plan during such
quarter as emergency assistance to needy families with children.

No payment shall be made under this subséction with respect to
amounts paid to supplement or otherwise increase the amount of aid
to families with dependent children found payable in accordance
with section 402(aX13) if such amount is determined to have been

paid by the*State in recognition of the current or anticipated needs of

a family {(other than with respect to the first or first and second-

months of eligibility), but any such amount, if determined to have
been paid by the State in recognition of the difference between the

~current or anticipated needs of -a_family for a month based upon -

actual income or other relevant circumstances for such month, and
the needs of such family for such’ month based upon income .and
other relevant circumstances as retrospectively determined under
gsection 402aX13XAXii), shall not be considered income within the
meaning of section 402(aX13) for the purpose of determining the
amount of aid in the succeeding months.™ '

iSae 641108 and 1118 of Social Security Act. .
NP1, 100-65, §13741(a), amendsd paragraph (3) in its entirety, effective with resgecl,to calendnr
guamm beginning on or Apnl 1, 1994, exceptl-ea ided in §13741(cX2). For PL. 10366,
13741(cX2), soe Vol. 31, For paragrash (3l esit formerly read, see Vo). [T, P.L. 103-66.
VP L 00249, §201Le XDy, 81 Stat. 880.

1Gee Val. 0, PL. 81474, §9, with respect to additional payments with respect to Na;n]'o and
certain

H;ri Indians; P L. 93-288, §31Xd), with
Federal major disastar and emergency

pec‘toe:.dus]nnfmminmmeendrmso
asaIBlance;
State employrment offices; PL. 100-135, $4(hX5),

ee,PL%-SGS;I}éOSO:),wimespedwexpcnm
,u&tbre;—pectboemlus’ymafbencﬁuashaaisfu
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being given tor services provided to
ren of families with very low family incomes (taking into

chna

con51deratlon family size) and to children with special

(4) PAYMENT RATES.

(A) IN GENERAL.--The State plan shall

ich assistance is provided under this subchapter are
sufficient to ensure equal access for eligible.children to .
comparable child care services in the State oxr substate area
that are provided to children whose parents are not eligible
to receive assistance under this subchapter or for child care
assistance under any other Federal or State programs

ALY S P S 1 Y

that payment rates for the provision of child care ‘services'
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(B) CONSTRUCTION.--Nothing in this paragraph shall be
construed to create a private right of action. :

(5) SLIDING FEE SCALE.--The State plan shall provide that
the State will establish and periodically revise, by rule, a
sliding fee scale that provides for cost sharing by the families
that receive child care services for which assistance is. prov1ded
under this subchapter. '

(d) APPROVAL OF APPLICATION.--The Secretary shall approve an
application that satisfies the requirements of this section.

(42 U.5.C. 9858c)
SEC. 658F. LIMITATIONS ON STATE ALLOTMENTS.

{a) NO ENTITLEMENT TO CONTRACT OR GRANT. ——Nothlng in this
subchapter shall be construed--

(1) to entitle any child care provider or recipient of a
. child care certificate to any contract, grant or benefit- or

(2) to limit the right of any State to impose addltlonal
limitaticons or conditions on contracts or grants funded under this
subchapter :

{b) CONSTRUCTION OF FACILITIES.--

(1) IN GENERAL. --Nel
funds made available under this subchap
purchase or improvement of land, or for the purchase, construction, or
permanent improvement (other than minor remodeling) of any building or
facility. ‘ ' :

(2) SECTARIAN AGENCY OR ORGANIZATION.--In the case of a.
sectarian agency or organization, no funds made available under
this subchapter may be used for the purposes described in
paragraph (1) except to the extent that renovation or. repair is
necessary to bring the facility of such agency or organization
.into compliance with health and safety requlrements referred to in
section 658E(c )(2)( F).

(42 U.S.C. 9858d)
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- SUMMARY OF COMMENTS ~ CCDF NPRM

We received approximately 160 letters and 40 commants via the Intemet on the proposed rule.
Two-thirds (33) of the Lead Agencies (or their parent agency) commented. We received comments from
26 separste national organizations and 11 religious organizations. In {otal, there were éaver 500
individual topic comments in the letters, Overall, the comments commended ACF for issuing the
proposed regu!a‘hons 30 quickly.

For each issue in which a regulatory change was bruposed. the comments sppeared to be
divided along a child care advocacy or a child care program administration lines. APWA (and to a
lesser extent NGA and NCSL). while recognizing the need for regulgtions in many areas, took a hard Sine
apainst many of the proposals. Their position, which most of the States that commented individually
echoed, was that ACF was unnecessarily prescriptive in many instances and that States should have
adaitiona! flexibility. [t shoukd be noted that their strongest epposition was in areas where we suggested
benchmarks (payment rates and copayments), which were mistakenly understaod to be requirements.
Neventheless, the States were unanimous in their support of proposals to gliow the use of private
donzted funds for claiming Matching Funds. They alsa reacted very favorably to the proposal on
expanding the use of pre-Kindergarien expenditures to claim Matching funds. However, some States
opposed the proposal requiring @ market survey, but failed {o offer any altematlves that would satisfy the
legal requirements for equal access.

The advocacy community, led by CDF, supported our proposals, but calied for addmonal and
. more stringent requirements on the States, For example, requiring that copsumer eGueation be

conducted only by CCR&RS. requiring multiple hearings on the State p!an -and not allowmg exemptions
fmm the immunization raquirement,

The refigious groups commented exciusively on the topic of parental choice and cedtificates,
— opposing a clarification in.tne preamble that they thought was § dzmrnutlon of the role of cenmcates
Their comments were mirored by the letters from the Hill. - -

™e 1arges‘l number of comments, aimost sl in opposition, however, came in response to
preamble dlscussion amund xndependent audits. Forty-two State audstors or national auditor groups
commented. . : : L

Regardmg comments from the Hm we recewed a Iengthy letter from the Senate Commitiee on

Labor and Human Resources. Their emphasis was on the preamble discussion which clarified the use of
centificates. They stated thal PRWORA "did not lessen the emphasis on parental choice...as the
[preamble] could appear to indicate”. They were especially.concemned that “cuntailing me availabiity
of...certificates..._wili place states in a position of administering the funds in 2 manner comrary 1o the
intent of the legisiation”. The Commiitee also objected to the proposed immunization requirement as

"-appearing "o be a circumvention of clearly stated legisiative policy”. They maintained that in requiring
states to use their own immunization scheduies "MHHS appears to be establishing a specific health and
safety standard™ which is “contrary to both congressional intent and the conference repdn language”.
They also found the proposal to allow states to exempt certain children from the immunization
requirement "further substantiates that HHS is esxabhshmg a speclﬁc health and safety standard”
contrary to congressional intent.

e From the House we received a letter signed by 8 Representatives, including the chairs of the
. Committee on Ways and Means, and the Subcommittees on Human Resources, Education and the

Workforce, Early Childhiood. Youth and Families, and Oversight and Investigations. The House "strongly
object[s] to any language that weakens the currem emphasis on parentat choice” and said that certain
preamble discussion “should be dropped' The House members also wanted the provisions around
consumer education strengthened. They suggested that the “rule discuss the mechanisms or procedures
that the Lead Agency will use to ensure that...information about the full range of options avaflable to
parents” and parents’ right to a voucher that can be used with sectarian providers.
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‘FROM  HHS/RCF/0OPRE

| Equal Access - 658E(c)(4)(A) -

¢ "Certify," instead of
"assure." (new)

¢ Payment rates that provide
CCDF-eligible families with
equal access to the same range
of care as ineligible families.

|

(continued)

¢ Plan to contain a "summary
of the facts” relied on in setting
payment rates that ensure equal
access. (new)

¢ Requirement for payment
rates to vary by category of
provider or age of child.
(deleted)

¢ certification in Plan per statutory language

¢ summary of facts in Plan must address:
--choice of -full range of providers;

--adequate payment rates based on a local market
rate survey conducted within two years prior to the
effective date of the current Plan; -~

--affordable copayments.

¢ prohibition against'qstablishjng different
payment rates based on a family’s status, e.g. .
TANF family ‘

¢ preamble discussion highlights key components

of "equal access” and suggests benchmarks

APWA, NGA, NCSL and 12 states said that the market
survey requirement exceeds the statute and objected to
the 75th percentile benchmark. Some of the opposing
commenters also noted that the method required stifles
new, valid ways of determining rates. Objected to the
10% benchmark, took it as being a requirement in some
cases.

Many children’s interest org. and child care provider
groups supported the "equal access"- proposed regs. and
made a number of suggestions for strengthening, e.g.:
require payment at 75th percentile, shorten time between
survey and pulting rates in place (one year instead of the
max. 4 yrs. allowed in proposed rule), require annual
survey, clarify that higher rates nray be necessary and
can be used when needed for special or scarce care,
encourage higher compensation of higher quality .
providers, clarify whether States may allow providers to
charge more than the established reimbursement rate,
include in preamble a better discussion of the interaction
between market rates and copayments-in affording equal
access. Some wanted certain clarifications on the 10%,
e.g. that 10% may be too high for very poor families,
that the 10% language does not conflict with the rule that
allows States lo exempt families below poverty from
copayments. ’ ' o

JAN-@5-1998
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'Record Type: ‘ Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Cynthia A. ;che/OPD/EOP

“cc:  Laura Emmett/WHO/EOP, Julie A. Fernandes/OPD/EOP, Andrea Kane/OPD/EOP
Subject: FYI: Heads up W|II go to Erskine on two welfare/lmmlgratlon items

FYI, OIRA is now cIearlng two documents for the Federal Reglster and will send -one of their
heads-up notes to Erskine about them. They'll be published -around Monday They are: - . i

1. Definition of federal public benefit: Elena, Rob Weiner, and | worked with HHS on this. .1t is
HHS's bmdmg guidance as to which of its programs are federal public benefits. Under the.welfare
law, illegal immigrants are not eI|g|bIe for federal public benefits. The guidance clarifies that about.
30 HHS programs are off-limits to illegals, most of which are very small. The big ones are adoption
assistance/foster care, CSBG, LIHEAP, Medicare, Medicaid, SSBG, CHIP, and TANF. The two‘most
noteworthy decisions are that community health centers are:not federal public benefits (major good
news for immigrant advocates, who argued that shutting off these centers to illegals would be
dangerous to the public health and to citizen children: Lamar Smith may react); and that child care.
funds are federal public benefits {(bad news for the child care community, WhICh will now have to.
verify children's status as below) '

2. INS Verification Rule: This proposed rule is required by welfare reform. . It tells providers of
federal public benefits how to make sure that they are providing benefits onlyltd those who are
eligible for them -- i.e., how to screen out illegal immigrants. This will be seen as a tougher
interpretation than Item 1, so the immigrant groups may be unhappy. (That's why we decided to
release these together.) It requires providers to look at documents for everyone including citizens,
which providers will see as a major burden, but the law is pretty clear on this point. “Charitable o
organizations" are off the hook, though, as are programs like food stamps that have’ eX|st|ng rules . - 14
on how to verify.

I'll try to write a short', coherent item on these for the weekly. We are not looking for press on
these, needless to say. I'll tell HHS and INS to do a good rollout with, the Hill and the groups. . ‘ ;‘«.,fﬁfi
. 4’
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: " Memorandum
Date: May 29, 1998
To: Neera Tanden, DPC
Emil Parker, NEC
Anil Kakani, OMB .
Maureen Walsh, OMB
Diana Fortuna, DPC
Michael O°’Mary, OFL -
From: Andrea Kane :

Paper on 5/27 WTW Event I’ll also forward electronic versnons of those thmgs we
generated. ‘

Welfare to Work Partnership Annlversary Event
May 27, 1998
The White House

Index of Event .Rela_ted Docunients '

Remarks made bj: the President on May 27, 1998 in the East Roonr
Transcript of the press briefing on May 27, 1998
Donna Shalala, E11 Segal and Elena Kagan
Press Paper
Welfare reform Q & As
Clinton-Gore accomplishments on welfare reform :
The U.S. Department of Labor Welfare-to-Work competmve grantees
Lists the 49 re01plents of the DOL’s welfare-to-work competitive- grants
7. The U.S. Department of Labor Welfare to Work competitive grants -
' Highlights seven innovative competltlve grants :

N~

8. Welfare caseload data

* August 1996- March 1998
*January 1993-March 1998
~ *Percent of U.S. population on welfare, 19605 March 1998
9. Welfare to work success stories and business profiles

10. Wirthlin survey of Welfare to Work Partnership businesses

Describes Partner businesses’experiences in hiring former welfare recipients as well as
details their perceptions of welfare to work participants
11. The Welfare to Work Partnership business partner profile
12.- The Road to Retention by the Welfare to Work Partnership »
- Features sixteen companies who have. higher retention rates for former welfare recipients
than for non-welfare to work hires and suggests ways 1n Wthh busmess can improve their
retention rates of welfare to work h1res :



Office of the P

ress Secretary

 THE WHITE HOUSE
Office of the Press Secretary

- For Immediate = - - o May 27, 1998

Release

 REMARKS BY THEPRESIDENT =~
TO THE WELFARE TO WORK PARTNERSHIP BOARD

. East Rddm

1:17 PM. EDT

THE PRESIDENT: Thank you very much. Secretary Herman,
Secretary Shalala, Administrator Alvarez, Director LaChance, thank
you. Let me begin by thanking all of you for coming. I thank |
especially three members of the House of Representatives who are
here, Congressmen Payne, Gordon, and Davis, who-are up here on
the front row. I can't thank Eli Segal enough for the wonderful work:

he has done. He has now given birth to two of the most important

initiatives of this administration: first our national service corps™
project, Americorps, which now has about 100,000 alumni to its = -

_ credit who have earned money ffo/'r"college by serving in their
- communities; and now the Welfare to Work Partnership. -

I want to thank Jerry Greenwald for being willing to take on the
leadership of this operation when no one could have known that it
would turn out as well as it has. I thank the members of the board of -
directors and the other businéss supporters who are here. I thank the
former welfare recipients and others who have supported them who
are here. ‘ ' SR

I want to say a word about Rhonda, biit first I want to tell ydu that

1ofé6

Tonya Oden, who is over here sitting to my left, spoke on a program
like this at the Cessna corporation in Wichita, Kansas, and she did a
great job and all of her folks were cheering for her. And I was
listening to Rhonda, thinking, the best part of this program is over.

05/27/98 15:13:33 |

: ,http://Www.whitehohéé.gov/WH/New}html/19980527716950.html
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After she finished, 1 thought the best part of this program is over.
(Laughter.) |

When you ‘hear someone: like Rhonda talk, you loo‘k at the people

“who are here and see these fine children, this is really a case where a -
- picture is worth a'million words. We will see a lot more of Rhonda

pretty soon because the Welfare to Work Partnership is airing some
new national public service announcements with her as the

 spokesperson. And I want to thank Time Warner for helping us to

put them on the air and say that I am quite confident that she w111
inspire a lot of other people to follow her lead.

- The Welfare to Work Partnership was based on ) the 'simple premise

that now that we have passed the welfare reform law which required
all able-bodied people who could work to work, we had a moral

- obligation as a society to provide a job to all those people who were

about to lose their guaranteed benefits for idleness. It began with an

'understanding that we had to change the welfare system..And the

conversation Rhonda related between herself and her daughter says

. more than L could ever say.

I began work1ng on this problem almost 20 years ago Now. And I

" used to -- when I was a governor, I used to gather up former welfare .
- recipients and put-them on panels and make governors listen to
" people talk about the difference in their lives as parents , as citizens,

the difference in their self-1mage when they were productlve
members of s001ety . . . S

After [ became President, we worked with 43 different states to. get
them out from under federal rule so they could start programs that
would help move more people from welfare to work, and then in.
1996 1 signed a historic bipartisan welfare reform law that literally
ended the old welfare system as we knew it. It said that we would

- continue to guarantee health care and nutrition to low-income - -

families and children, but tht after'a certain amount of time, people .
who could go to work had to go to work. 1t also said that we had to
provide more in the way of child care and other supports for people

' who d1d move from welfare to work

But that left a big gap. How -were all these people gorng to find Jobs‘?
Would the existing system do it? That's what led to the creation of
the Welfare to Work Partnership a year ago. And:again let me say I
am profoundly indebted to the businesspeople who are here and

05/27/98 15:13:33
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_those w'ho they repre'sent

We announced a year ago 100 compan1es had joined the Partnership.
- We set a goal of reaching 1,000 companies within a year. We

underestimated by a factor of five; there are now more than 5,000
companies in this Partnership. And what Eli and J erry didn't say that
I want to make clear is, they didn't just put their name on the dotted
line. All sorts of bus1nesses large and small and middle size, have
together in the last year hired 135 ,000 welfare recipients who are
now employees thanks to what they have done. That's an astonishing
record in only a year and I thank them for it. (Applause. )

Let me point out to the skeptics, 70 percent of that 135,000 _]ObS are

~full-time jobs with full health beneﬁts (Applause ) Yes that's really

worth clapplng for.

Now, as Jerry pointed out and as many of the members of the board
of directors told me. earlier, right before we came over here, thisis
not just good for America and not just good for these fam1l1es it's
also turned out to be good for the businesses involved, many of
whom find that these new workers stay on the job longer with less ;
turnover, and later work to mot1vate the1r coworkers. °

We've tr1ed to do our part -- Aida Alvarez and the Small Busmess |
Administration are trying to connect new workers to.small

- businesses to make sure that our most vibrant, growing sector of the
society in terms of employees takes on a fair share of people from
- welfare to work. We've tried to mobilize religious-and civic and
~ nonprofit groups under the Vice President's leadership to provrde |
 mentoring and support and help people get into and stay-in jobs. The

federal government has hired 4,800 people from welfare to work in
the last year; our goal is 10, 000 by the year 2000 and we will make
that. Seven work in the Executlve Office of the Pres1dent and I'm
particularly proud of them | o

The Balanced Budget Agreement I s1gned 1nto law last summer
provides $3 billion to help our communities move long-term,

’harder-to-place welfare recipients into jobs.

Now, these combined efforts have produced, along. w1th the rrsmg
economy, rather stunning results. When I took office, there were
more than 14 million people on welfare; about 5.5 percent of the
nation's populatlon It actually peaked in February of '94; it's the
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hrghest percentage we d ever had. Today there are fewer than 9
million people on welfare; 3.3 percent of the population -- the lowest
percentage of the pop_ulatlon on welfare since 1969. (Applause.)

- Now, this is a very hard-won victory for everybody who was a part

of it. But the most important part of it are the families.

I th1nk when we look at Rhonda, when we look at Tonya, ‘when we
look at Rhonda's kids there, when we look at all of the other people
who have moved from welfare to work who are here, we have to ask
ourselves, what else'do we have to do. Because I can promise you

. that there still are going to be people who can be moved from '
.'welfare to work who arent there yet.

First, we have to ﬁnd more pr1vate sector _]ObS I would like to ask
the Welfare to Work Partnership in 1998 to double the number of -
people they hire and to double the number of companies that are

- participating. Now, that sounds outrageous, but I just asked for 1,000
companies and you produced 5,000 so -- (laughter) --mathematlcally

I'm asking for less. (Laughter.) T got good grades in math, I know
about that (Applause )

B And, agarn I hope that the people who will watch the pubhc service

announcements that Rhonda will do will understand this is an

«enormous opportunity. One of the things that our economists sit .

around and worry about here in Washrngton all the time is, they say,”
well, we've got'4.3 unemployment; we've had average way over 3

* percent growth the last couple of years; how can we keep growing
- this economy without having inflation? The answer is go into the

neighborhoods where there are still a lot of poor people who are
unemployed and on public assistance and give them a chance tobe a

- part of the American free enterprise system. That's an inflation- free
~way to expand the American economy So we have to do th1s

" The second thing we have to'do is to help more welfare recipients

succeed in the work place. The employers today told me that one of
the hardest things for people moving from welfare to work is still
providing transportation, providing child care, making sure for the
smaller businesses that may not be able to afford all the training and
education that there s support there We have to do more.

Let me.say that the hrghway bill, which _]USt passed the Congress, I'm

proud to say, has a substantial amount of money in it to help defray
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| the transportatron costs of people movmg from welfare to work
 The tobacco bill, wh1ch has not yet passed but wh1ch I hope and
. pray will pass, has'i in it or will have in'it:a provision, if the - S
- agreement we've made with the governors prevails, which w1ll lead -+
~ to a.substantial investment in helping to defray the child care costs. . *
N ‘The Labor Department has awarded grants to support 49 1nnovat1ve“
o v,help people move from entry level Jobs to h1gher-pay1ng positions,
. ..that help. fathers go to work so they can. take more respons1b111ty for-..
e the1r chrldren So we have to do more, and we're go1ng to ‘

o ';Now ﬁnally, 1 thmk we ve got an obl1gat10n to cont1nue to ﬁx o o
- - we've alréady made a good start -- but to continue to fix parts of the .
~Welfare Reform Bill that didn't have: anything to do with welfare-
reform. Last year, Congress acted -- and I ‘appreciate it -- to restore
. 1mportant disability and health benéfits to legal 1mm1grants,kpeople
- ~who come here legally and have.a r1ght to work and have 1n my .
o v1ew a r1ght to supports - :

S Two weeks ago the Senate voted overwhelm1ngly to restore food o
- +* stamps to elderly, disabled, and very young legal immigrants; and I -
hope the House will follow their lead.: That's the right thing to do -- - Lo
~ at this moment of prosperity when we're trymg to support each other, .. .
. .move more people into the work place, when a lot of immigrants are *
‘ -i_"--'_ﬁll1ng needed work positions and we have: low unemployment we
- owe 1t to ourselves to do the r1ght thmg here ' I

,. >Now aga1n let me say that the best part of thrs program was before I B
. ever got up here. And' I want you to-remember when you walk out of o
- here what Rhonda looked like when she got up here and whather -~ -
Kids looked like when they stood up, being proud of their mother,
.- and how Jerry's happier doing this than he would have been.if he' d o
. won that $100 million lottery: (Laughter ) He may not know that, but .
| ~he is. (Laughter ) And I want us to go out and double our results by .
nnext year N S o ,4
" We've got to prove that we d1d the r1ght th1ng in. welfare reform for *
all the American people that are willing to'do the right thing by
" .themselves, their children; and our country. And if we ever needed
. 1.ev1dence that 1t is. r1ght we' ve got 1t here today in full L

o : '?',Thank you all and God bless you (Applause )
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The Briefing Room® -
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MR. TOIV: Good afternoon. Here to briéf today on this
wonderful success story are Secretary ‘of Health and Human Services
Donna Shalala and Eli- Segal, who is pre51dent and CEO of the Welfare

.. to Work’ Partnershlp And they w1ll just take your questlons

SECRETARY SHALALA Welfare works, Sam.

' Q I know that Mr. Morrls, Dick Morris; told the
Pre51dent he ought to sign that bill, turns out to-be right. 1Is that
your view? ' e :

SECRETARY SHALALA: The:President made his decision. He
believed that welfare could work - in this country, and it's working.

Q You were against it, weren't you, in the good old
days? o )

\
-
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SECRETARY SHALALA: I think the President and T agreed

on what we needed for welfare reform and we got it. We restored a

number of the cuts that were made in that welfare bill the President
said he wanted after theé election. But the most important message
today is that;millions of people are moving off welfarée. We have the
lowest rates we've had since 1969. And the message from the private
sector today is that people not only are taking the jobs, but they're
staylng in the jObS at hlgher rates than other employees coming in.

And if you ll remember, at one of the early briefings
that I did, I said the: test of welfare reform is not whether people ‘
leave the welfare rolls,: but whether they stay in the jobs. The test
is retention. The story today that Eli and his colleagues in the
private sector told is a story_of retention, of staylng .in the jobs.

Q Let me try a slightly different take on that

question. " There were a lot of people within your own agency and

certainly within the broader community of socral activists who had
deep reservation about the welfare reform bill.  Does he talk with
them now, and how much- skepticism does there remain? - Or do they look
at this program and do you sense a reapprarsrng7

SECRETARY SHALALA: As Mary Jo Balne was leaving the
Department she said, prove me wrong.  We're in the process of doing
that. i

- 0 Mr. Segal, if I could just ask about .the economy..
Boon times, low unemployment, people wanting workers. So when it
finds that the business cycle has not been. repealed and we go into a
rece331on, what happens to all theése people’

. MR. SEGAL: Sam, essentlally we belleve in the. Unlted
States we have two unemployment systems: one, the chronologically
long-term unemployed -- those are .the people we say are in the .

welfare system; the. other unemployment system, the people like us,
our families ,our friends, who are down on their luck, the company
closes, the industry changes a little blt, lose their jobs -- they go
into the unemployment compensation.

It's no questlon but that there are a lot of people who
are the last hired/first fired, are going to lose their jobs if and
when the economy turns south. ~But they would have been involved in
productive labor. TIt's the reason why we say at the Welfare to Work
Partnership every day, we're in a dash -- not in a marathon -- to
move as many people as quickly as we can into work, into productive
work If in fact -the economy turns bad, they and many other people
may well lose thelr jobs ‘ ‘

One of the other messages of today -- but in short, they
may lose their jobs, but they would have been involved in work and
they're much more likely to get back up on thelr feet having an

_attractive track record in the past.: =~ o

Q Is there still a safety net if they" lose their job?

‘MR.-SEGAL:‘.That s somethlng that I think at some point.
we're going to neeéd to deal with. At least at this point our.

.responsibility is to move people to work. There will be millions and ’

millions of néw people —- there are already hundreds of thousands of
people working now whHo were not working only a year or two- ago. And
I think if the economy stays strong, we will .continue to flnd jobs,’
and many people making it 'into the workplace.

SECRETARY SHALALA: There .are actually two experiences

+

yhttp://library.whitehouse.gov/ Brietings.cgi?date=0& brieting=0
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“that people;areiﬁaving that will bé very imbortant no métter what

happens to the economy. The first one is they got a job and they
kept it for 'a substantial period of time. The second is ‘that they
went through a training process. And that's what' s going to keep our
economy alive —-= the training experience; understandlng that to take
jobs you have to go through a training experience. And it's
companies organizing to move people into different slots as they have
needs. And the training may turn out to be as 51gn1f1cant for the
flex1b111ty of this group of people -as actually getting in the job
and retalnlng the job.

Q How do you explaln the hlgher retention rates? Is

" it because of training programs? Is it because these employees have

30of6

fewer other options available?

‘SECRETARY SHALALA: It may be a small part of the latter
that you mentioned. But I think the first part is that companies are
beglnnlng to learn what it takes to retain people. Many of the
companies talked to the President today about mentoring as part --
getting people ready for the job, putting them through internships. or

~through training, but then assigning someone:. that would just be an

€ar for 'them, that would help them make the transition into work.

In addition to that, remember that we've also included
child care. There is no children's health insurance available. The
earned income téX‘credit becomes a powerful incentive, because woérk
now pays better than welfare -did in the past. So the combination of
supports -- but the more personalized the system is, the higher the

‘retention. And I phink that's what the private sector reported

today.

Even in my own department, where we've hired 200 welfare
recipients,. we have substantially changed the employees assistance -
program that is the support system for all entry, lower-income
workers. All of our new workers now have one-stop shopping, a much
more supportive human resource operation. ' .

Q You mentloned you ve hired 200. 'Can you update us
on how the effort by the federal government as a whole now stands,
how many have been hired at the White House also? . .

SECRETARY SHALALA: Do you want to do that? ) -

. MS. 'KAGAN: We've'hired_4,80d'as a whole in the federal
government -- that's 48 .percent of the goal that we set for ourselves

" of 10,000 by the year 2000. Different departments have different

records. Different departments made different pledges, depending
upon the character of their work force.

SECRETARY SHALALA: My Department, for instance, has
hired two-thirds of our goal already, so'we're going to exceed our
goal substantially. o -

MS. KAGAN: - Many departments ‘are finding that there are
very few depaptmentsrthatvare running back of their goal.

0 What aboutftheAWhite House?
. : 'MS. KAGAN: The White House ‘has met its goal, exceeded . - .
its goal. It had a goal of six, which given the White House s small

staff was approximately.equivalent to many other agenc1es goals.
And we have hired seven. - .

o Doing what kind of tasks? -
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. They need help from government they need help from .nenprofit: vR PR : L
‘‘organizations. = The third thing they talk about all the time is the -~ . S

' SECRETARY SHALALA Well, I-'don't know what ‘the White'

,.House people are doing, but ours are mostly entry-level jobs, - though

a couple of people have’ gotten promoted pretty qulckly into! the

‘system as they ve.learned the job.

MR SEGAL “You asked about retentlon The bus1nesses
are saying there are about four reasons they almost all glve .f

. First, they talk about mentorlng or some klnd of on- 51te
coaching. Second, they talk about’ publlc/prlvate partnershlps, the.

"need to do it not by themselves -- somethlng that represents a’

dramatic change from where they were a year ago. :They need help.

nature of the benefit.package they're .offering and they have to‘make EREE B
it .a good benefit.package. And fourth,. probably most surprising, no ... ' .
compromlse with quality. They require and expect those coming off 'fﬁ

the welfare rolls to be as good employees as any other entry level

employee. . ‘ . B

.+ ~. One other thing that’was‘interesting today.” You. = .
probably ‘have a stereotype of what a welfare to work person- is. One

. of the things we're learnlng over and over .again is these are not

always only entry level people We're finding in some companies
people are moving from welfare to ]obS[ white-collar jobs sométimes
paying as much a5 $30,000. "And we're finding an. 1ncred1bly varled
experience. based simply on -the commitment of ‘the company. to do thlngs

‘the: way they knew best. - They know. how" to solve problems in: the shop

floor; they know how to solve problems:in the office; and now they're
know1ng how to solve thls problem They re all flgurlng out a i
dlfferent way to do 1t

. SECRETARY SHALALA: We also have new statistics on the
percentage of’ people that are leaving welfare who -are -going 1nto the
work force.. And the new analys1s of "the Census Bureau - data between
1976 and ’77 indicates that- 20 percent. more actually are moving to
work. - And remember, people’ always ‘moved off welfare -- some  of .them

‘got marrled some of them moved back in w1th ‘theitr families. . But-

what we're finding is. a hlgher and higher percentage of people are -
g01ng into jobs, number one. -And number two, this dlscuss1on today,v

.a hlgher percentage of them-are staying: in thelr jObS

Q- -Is there any. sense that these companles ‘Sort ‘of
plcked the low-hanging fruit and)it's gettlng harder and harder to

s flnd quallfled welfare rec1p1ents to --

, SECRETARY SHALALA: Why don t you take a shot at 1t I
actually think the answer is no.

‘MR :SEGAL"'I think the answer is mixed.

SECRETARY SHALALA . Good controversy

MR. SEGAL?:. Some companles,,llke Cessna, ask no' .
questions ‘about: your background -= you want t6 come to work there,, o e
they'll invest :in.making this work for.you. For ‘the most part--
companies are looklng at the most job-ready. person flrst and thére's

".nothlng wrong with it. We re happy to debate creaming or sklmmlng,‘~

40f6-

whatever else.we call 1t ‘Companies .need to get their: feet on- the

. ground on this, llke any other practlcal problem,!let s have some

s

successes. ) -

R I. thlnk w1th the passage of tlme that they ve, learned a
lot more, they re g01ng to go deeper, and deeper 1nto the welfare pool
’ . . . ¥

.
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with much,'muchlmore success'becaUSe'they ve seen it work just the
way businesses have always done.. They've’ dealt with: reallty and

_they ve. ‘made success and they Wlll go on from there

: So for, the most part I thlnk we are flndlng the most
]Ob ready people, people that are ready to work today,_and 1f not-
today, tomorrow. But I do thlnk you're-going. to.see other companles,
some of- these same companles step 1t up g01ng forward

SECRETARY SHALALA The reason that I was less hesltant

about that is because I thlnk the statés have sorted out- their

welfare rolls. Those that were -eligible for SSI that were really, -
truly disabled have been;moved to tHose programs, and I think that

the group -that's left on welfare -= remember, we're talking about . a_'

new group going into welfare over the- last year or so in which a
larger’ percentage are going 1nto jObS So it's harder to make that
old argument that we creamed durlng the flrst couple of 'years. So I
would suggest to you ‘that: the companies’ are. more sophisticated,

Eli has indicated. The government is more. sopliisticated about

'support systems. That the states are gettlng their act together on

getting their child care out. We're g1v1ng them lots of technical -

‘assistance. Children's health 1nsurance will certalnly help ‘The
Earned Income Tax Credlt will have a. great effect

)‘.

But people themselves, in” thelr nelghborhoods -— ‘the
d1fference between a demonstration program and having everyone in
your. communlty hav1ng to think now about getting into the work force
is that the culture is beginning to change both 'in . the welfare office
and.in the communities to move more people out and to’ flnd
approprlate opportunltles for people.: :

‘ .. MS. KAGAN If I could jUSt add one thlng to that on
behalf of Secretary Herman, who isn’ t here, because the $3 billion
Welfare to ,Work program is really meant- to be geared towards exactly -
those hardest to employ people that you're talking about. .I think

“the President understood that there was a need for addltlonal funds

to go towards those people to make sure that those hardest to employ
people- also got an entry . into the work force. ‘And that the grants
that Secretary. Herman gave out 'in the first part of the 25 percent of
the program that is in competitive grants, .towards agencies mostly
community based, that really works with’ those very difficult ‘to
employ people and makes sure that they also get the leg up that they

' need

w7

'SECRETARY SHALALA: I listened very closely to the
private sector leaders today and if they have in their hedds from now
on that-these are better employees, that they're more llkely to keep

them, which saves them money -- it's’ always cheaper to keep someone

than to go.out-and hire --.and that as some of them describe it,

‘they're ‘more’ enthu51ast1c about worklng in those places, less

cynlcal ' . n ‘ -
s ' . ’ 'v "

S If that s the attitude they re g01ng 1nto this with, we

couldn t'be in a better situation at this point in time. And I can‘t

emphasize’encugh how sighificant the rétention report is today and
the fact that more people are going into the job’ force. .Because- that
was’ really our ‘test.  Our ‘test was never just moving people from
welfare to work it 'was whether they were, going to stick with-it ‘in
the work « force. And we always talked about the first or the second
]Ob because that S what ‘the llterature prev1ously told us.

But if there is retentlon g01ng on now and if the
prlvate sector is beginning to se€ that as s1gn1f1cant and
economically important to them, then what's going on now is very

' http://library.whitehou_se. gov/Btietings.cgi?date=0&brieﬁng=0
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significaht.

Any other questions7
L We at ABC think this is very important and I will
personally brlef NBC and CBS and CNN -- (laughter).

MR. SEGAL: Can I make a comment on that? You know, I
was.last here the day AmeriCorps became the law of the land; there
was a 51m1lar number of people here. I actually want to say that, at
the risk of sounding like a cheerleader or a boosterism, this is a
big deal. The policy. issues were pretty much decided in August '96.
This was .turned over to the states, to the people, to the private
sector.’ "And it is extraordinary to think that a year ago this was
just an idea. Today we have 5,000 companies -- it's not easy to get
5,000 anythings to do something together -- all of whom with a common
mission: they all want to hire welfare rec1p1ents

Now, that mlght not sound very blg from a policy
"perspective, but in terms of changing America, in terms of changing
the hiring practice of America, the fact that:these companies have
put themselves on the line -- some for clearly . reasons of charity and

being good citizens, but mostly because it's a smart solution for
business. I think it is a big deal, and I think we're going to
continue to see next year -- 135,000 this year, the President
challenged them next year to do twice as many next year When they
do this next year, when we do this next year, and you're going to
start talking about the people who move from welfare to work, and )
you're going to compare it with the 5ize of the welfare rolls a year
from now, you're going to see that guietly, in 1996, began a process '
that ended welfare as we know .it. C g

. Now, whether we want to give credit-or not give credit,
not being the point rlght now, I -think it's a big-rdeal. And whether
people —- . .

. SECRETARY SHALALA: And the important thing of Eli's
companies is three-fourths are small companies,*which is where the
growth is in the system. e

THE PRESS: Thankvyou.

END .~ 2:24 P.M. EDT
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PRESIDENT CLINTON WILL PRAISE WELFARE TO WORK SUCCESS
* AND URGE SUSTAINED PUBLIC AND PRIVATE EFFORTS -
\ May 27,1998 .

Today, President Clinton will celebrate the success of the Welfare to Work Partnership, which -
has grown from 105 to 5,000 companies since it was launched at the White House last May and

* whose member companies hired over 135,000 welfare recipients in 1997.: The President will
challenge the Welfare to Work Partnership to double its welfare hires to.270,000 in 1998 and
urge every business in America to look to welfare recipients to fill labor shortages created by the -
booming economy. The President will be joined by United Airlines CEO Gerald Greenwald,
‘who will release a report show1ng that hiring welfare recipients can cut company turnover:

The President also will release new data showing that welfaré~to-work efforts like the
Partnership’s are paying off: welfare caseloads have dropped to 8.9 million, a record drop of 3.3
million since he signed welfare reform into law and 5.2 million since he took office. To sustain
this success, the President will announce the first Welfare-to-Work competitive grants from the
$3 billion fund he fought to include in the 1997 Balanced Budget Act. These grants, totalmg

- $186 million, will support 49 innovative efforts across the country to help the most
disadvantaged welfare recipients get and keep jobs. In addition, new funds for the President’s

~ welfare-to-work transportation plan, which were included in the ISTEA bill which passed

Congress last week; will help even more welfare recipients go to work.

 One Year Later, the President will Praise Welfare-to Work Success and Issue New Challenge

On May 20, 1997, 105 company executives joined the President at the White House to.launch the
Welfare to Work Partnership. One year later, 5,000. businesses of all sizes from all 50 states have -
joined the Partnership and pledged to hire and retain welfare recipients without displacing
current employees. In 1997, the Partnership's business partners hired 135,000 welfare recipients,
and today the President will challenge those companies to double their efforts by hiring 270,000
workers from the welfare rolls in 1998, Since March of 1997, the federal government has hired
4,811 welfare recipients, 45 percent of i 1ts planned 10, 000 h1res by the year 2000:.

The President will Announce Record Welfare Caseloads Decl1ne

The President will release new figures showing welfare caseloads have fallen to 8 9 rmlhon a

record drop of 3.3 million since he signed welfare reform into law and 5.2 million since he took

office. The welfare rolls have declined by 37 percent since January 1993, when they stood at
14.1 million, and by 27 percent since their August 1996 level of 12.2 million. The percentage of
the U.S. population on welfare is at its lowest since 1969 --'3.3 percent. The latest data from the
Census Bureau’s Current Population Survey show that 1.7 million adults on welfare in. 1996
were working in March 1997, an increase of 20 percent over the previous year.

 The President will Announce First Welfare-to-Work Comp: etitive Grants 4
. Today, the President will announce the first round of competitive grants from the $3 billion

Welfare-to-Work program he fought for in the Balanced Budget Act of 1997. The $186 million
in grants from the Department of Labor will support 49 innovative welfare-to-work efforts
designed to move long term welfare recipients into lasting, unsubsidized jobs. These awards are




the first of five rounds of competitive grants to be awarded in 1998 and 1999. Twenty five
percent of the Balanced Budget Act's $3 billion welfare-to-work funds are to be awarded on a
competitive basis, with the remaining 75 percent to be allocated by formula to states to be used
by local Private Industry Councils to help welfare recipients who have significant barriers to
employment obtain and retain _]ObS

The President will Praise Congress for Funding his Welfare-to-Work Transportation Proposal
The President will praise the Congress for including his welfare-to-work transportation proposal .

. in the ISTEA transportation bill which passed the Congress on Friday. The proposal will provide
up to $150 million a year for local efforts to_help welfare recipients get to where the jobs are.

United Airlines CEO w111 say lelng from the Welfare Rolls Reduces Turnover .
United Airlines CEO Gerald Greenwald, chairman of the Welfare to Work Partnership's board of

directors, will release-a new report finding hiring welfare recipients can reduce company
turnover. The report, The Road to Retention, includes case histories of 16 business whose
retention rates for former welfare recipients are higher than for non-welfare hires. At United
Airlines, retention rates are about twice as high for those hired from the welfare rolls.

The President will be Joined by Executives, Former Recipients‘,’ and Welfare-to-Work Grantees
The President will be Jomed today at the Whlte House by: :

¢ Overl00 executlves of small, medlum and large companies who belong to the Welfare

to Work Partnership, 1nclud1ng United A1r11nes Greenwald and Partnershlp President Eli
Segal; .
. Former welfare recipients who are now successful employees including Rhonda Costa, a

34-year-old mother of two who has worked at Salomon Smith Barney in New York for
- one and half years, who will introduce the President; and

. Some of the local org‘anizations receiving the new Welfare-to-Work grants, including the
Private Industry Councils from Detroit, Los Angeles County, Philadelphia, and San
Francisco, the Corporation for Ohio Applachian Development, the Florida
Developmental Disabilities Council, CHARO Alliance Welfare to Work (Los Angeles)

~and the Natlonal Assocratlon of Pr1vate Industry Councﬂs




' Welfare Reform Q&As -
May 27, 1998

" What is the President announcing today?

Today, President Clinton will celebrate the success of the Welfare to Work Partnership,

which has grown from 105 to 5,000 companies since it was launched at the White House
last May and whose member companies hired over 135,000 welfare recipients in 1997.

The President will challenge the Welfare to Work Partnership to double its welfare hires
to 270,000 in 1998 and urge every business in America to look to welfare recipients to fill

. labor shortages created by the booming economy.. The President will be joined by United -

Airlines CEO Gerald Greenwald, who will release a report showing hiring welfare

- remplents can cut company t turnover

The President will release riew data showing that welfare to work efforts like these are

- paying off -- welfare caseloads have dropped to 8.9 million, a record drop of 3. 3 million

since he slgned welfare reform into law and 5.2 million since he took office. To sustain
this success, the President will announce the first Welfare-to-Work competitive grants
from the $3 billion fund he fought to include in the 1997 Balanced Budget Act. .These
$186 million in grants will support 49 innovative efforts across the country to help the -
most disadvantaged welfare recipients get and keep jobs.” In addition, new funds for the
President’s welfare to work transportation plan, which were included in the ISTEA bill
which passed Congress last week, will help even more welfare recipients go to work.

Q:

:House" What does the report say"

".,The report jljh &Qad to &gten’ti_o_ , is a case hrstoryof 16 busmesses, mcludmg

Welfare to. Work Partnership . .

You say that over 5,000 companies have joined the Welfare to Work Partnership.
What does that mean? Have they all actually hired welfare recipients?

All 5,000 oompanies have either already hired welfare recipients or Vhave\ pledged to do
so without displacing other workers. In 1997, approximately 3,200 Partnership

compames hired more than 135,000 welfare remprents

I understand the Partnershlp is releasmg some sort of report today at the Whlte

R
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companiés, whose retention rates for welfare recipients are h1gher than the retentlon rates
for non-welfare hires. At United Airlines, for example, welfare hires have about half the
turnover rate of regular hires. This report provides examples of what successful
companies do to promote retention, including forming partnerships with service agencies
to provide child care, transportation, mentoring, and counseling services, providing on- .‘
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'the-Job or pre- employment tra1n1ng, prov1d1ng health and other beneﬁts and hold1ng '
elfare to work employees to the same high standards as other employees

B A

' Who runs the Welfare to Work Partnershlp" Is lt part of the White House"
| A ' No. The Welfare to Work Partnersh1p is an 1ndependent nonpartlsan national
' effort of the American business commiinity to help'move those on publlc assistance into
jobs in the private sector, - Gerald Greenwald, the CEO of United Airlines, s the chairman
~ of the Partnership’ s board of directors, and El1 Segal is the Partnersh1p s Pres1dent and
CEO. The Partnersh1p was formed in- response to the President's challenge in his 1997
State of the Union speech to forge “a new nat1onal effort to marshal America's
bus1nesses large and small, to create _]ObS 'so.that people can move from welfare to work ”?
Welfare Caseloads o
Qs s What are the few caseload numbers that the Presndent announced today?
‘The Pres1dent released new ﬁgures show1ng welfare caseloads have fallen to 8. 9 m1ll1on

arecord drop of 3.3 million since he signed welfare reform into-law and 5.2 million since
he took office. The welfare rolls have dechned by 37 percent since J anuary 1993, when

»l they stood, at 14.1 million, and by 27 percent since their August 1996 level of 12.2
million: The percentage of the us. populat1on on welfare is at its lowest s1nce 1969 -

3.3 percent.

As. the attached chart shows, the welfare caseloads have fallen by nearly 900 000 since -
the numbers released in J anuary as part of the President’s State of the Union speech. The
new figures are from March 1998; the data released i in J anuary were from September
1997. - ' g :

o .
R ‘



Welfare Caseloads '

Baseline Recipients | Decline Decline ,‘ Decline Decline

Recipients | (in month | since since since since

(Jan.93) | noted) | Jan. 93 Jan. 93 Aug. 96 Aug. 96

1 - ‘ (percent) (millions) | (percent) (millions)

May 96* 14.115 12.499 11% 1.616
Aug. 96* | 14115 | 12.202 14% - | 1913
Apr. 97 . 14115 | 10969 22% 3,.146'~ 10% 11233
May 97 14.115 10.748 24%. 3.367 12% | 1.454
June 97 14.115 10.494 | 26% 3621 | 14%- | 1708
July 97 14115 . | 10258 | 27% 3.857 | 16% ©1.944
Aug. 97 14115 | 9995 | 29% | 4120 | 18% 2207
Sep. 97%* | 14115 9.804 31% 4311 L 20% 2.398
Mar. 98%** | 14.115 8.910 3% .| 5205 | 27% 3.292

*k

*kk

Note that when the welfare law was signed in August 1996, only caseload data through the month of May
1996 was available. Thus, the public statements made at that time were based on that May 1996 data.

Data released 1/27/98. :

Data released 5/27/98.

Do you know what happened to all those people who left the >rolls7 Aren’t some
snmply being cut off of welfare" Do you consxder this a success" ' '

Not enough time has passed for full scale research studles to be completed but several

_ state studies show that between 50 and 60 percent of those who leave the welfare rolls do -

so for work. (Others leave because of marriage, their youngest child turning 18, an

increase in child support, receipt of SSI, increase in earnings by another family member,
or sanctlons) Welfare reform is resultmg in-more recipients going to work: the most
recent data from the Census Bureau’s Current Population Survey show that work rates
among welfare recipients increased by 20 per€ent 1 from 1996 to 1997 HHS estlmates that

~ this means 1.7 million people who were or welfare\m 1996 were working in 1997." “Many
* states are using sanctions to enforce work rules, and we think that is entirely appropriate.

Data from several state studies find that after being sanctioned, about half the people go
to work and approximately 40 percent have an increase in their income. Several states
also found that one-quarter to one-third of those sanctloned return to the rolls, presumably
after complying with the requlrements ) :



Do you think there will be enough jobs for all the welfare recipients who need them? .

We believe that economy will create enough jobs for welfare recipients without
displacing other workers. Remember, we’ve created over 15 million new jobs since this
Administration took office and unemployment -- at 4.3 percent -- is at the lowest level in
28 years. At the same time, we recognize that we should g1ve some extra help to

communities where it will be harder for welfare recipients to find jobs. That’s why the . =

President fought for and won the $3 billion Welfare-to-Work grants which states and
cities can use to create job opportunities for welfare recipients, particularly. targeted at
hard-to- employ individuals in high poverty areas. That’s why. the President fought for
and won the $3 billion Welfare-to-Work grants which states and cities can use to create

 job opportunities for welfare recipients, particularly targeted at hard- to-employ

individuals in high poverty areas. And so that those leaving welfare can get to where the
jobs are, the President proposed -- and the Congress has now passed -- funds for welfare
to work transportation in the ISTEA transportation bill. .

Welfare to Work Grants

What are the grants that the President announced today? -

Today, the Pres1dent announced the first round of compet1t1ve grants from the $3 billion
Welfare-to-Work program he fought for in the Balanced Budget Act of 1997. The $186
million in’grants from the Department of Labor will support 49 innovative welfare to
work efforts designed to move long term welfare recipients into lasting, unsubsidized
jobs. These awards are the first of. five rounds of competitive grants to be awarded in
1998 and 1999. Twenty five percent of the Balanced Budget Act's $3 billion welfare to

~ work funds are to be awarded on a competitive basis, with the remaining 75 percent to be

allocated by formula to states to be used by local Private Industry Councils to help
welfare recipients who have s1gn1ﬁcant barriers to employment obtain and retain JObS A

_ description of some of the 49 grantees is available for the press.

- How are these grants different from the other welfare reform funds states get?

These funds are targeted speciﬁcally at the hard-to-employ welfare recipients who need
help the most -- long-term recipients with poor educat1on low skills, and little job

expenence living in h1gh poverty areas. .

E

Welfare to Work Transportation

Q:

I understand welfare to'work funds were included in the ISTEA bill which passed
the Congress last week. Are these _the funds the President requested in his budget?

The President fought to include welfare to work transportat1on funds in the ISTEA
transportatlon blll You may recall' that he. hlghllghted the 1mportance of welfare to ‘work

4-
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. transportatron a year ago when the Welfare to Work Partnershrp was launched. at the

White House, and again in the State of the Union: - His budget iricluded a $100° million a
year proposal for welfare to work transportation. The ISTEA bill which passed the

- Congress on Friday’ 1ncludes up to $150 m1ll1on a year for. local efforts to help welfare
rec1p1ents get to where the _]ObS are ’ : =

- Federal Welfare lemg .
Q: How many welfare reclplents has the federal government hlred" '
B AccordIng to the Office of Personnel Management the federal government has hired
4,811 welfare recipients since March 1997 when the federal h1r1ng initiative was . .
, launched This i is 48 percent of our goal of 10, 000" hires by the year 2000. Asa partof -

o th1s effort the White. House pledged and has already h1red siX welfare re01p1ents

Q:  How was the goal-of 10,000 hires set? '
B These numbers represent the Federal government‘s fair share of the effort to h1re welfare

. recipients. The F ederal government is approximately 1.5 percent of the nat1on s -

- workforce. To meet its portion of the President's challenge to move 2 mllhon people off
welfare by the year 2000 -- which amounts to moving about 700, OOO adults into the :
workforce -- the Federal govemment ought to hire about 10 000 welfare recipients.

: . : ’Lﬁ;. R ) Coel . '
Q:  How can you _hlre welfare reclplents when government is downsrzmg and budgets
_ are tight? Are you creating special preferences for welfare recipients?
CAr Itistrue that the gove'rnrnent is downsizingﬂ Since the President took ofﬁce' he has

actually shrunk the Federal government to its smallest size in three decades. However

""downsizing does not mean there are no _]ObS to fill. As in any organlzatlon there is a
~ natural amount of turnover in jobs at all levels. The Federal agencies have committed to
reachlng out specifically.to the welfare populat1on to fill those pos1tlons ‘

-~ We are not creatrng any pref_erence such as the one that exists for veterans. We are

encouraging the departments to use existing hiring authorities, including programs that. -~
allow departments to’ cut through red tape and hire entry—level ‘workers quickly and easily.
We are also encouragmg outreach efforts to our federal contractors, grantees and partners

| ThlS is the samé commitment that the Presrdent has asked of the pnvate sector Lo




