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MEMORANDUM TO LEF ANN INADOMI
FROM: Mary Heth l)anahue

RE: HHS Ohio Hot Issues

DATE: March 19, 1996

. Ohio Welfare Reform Waiver: On March 13, Sceretary Shalala approved waivers that
allow Ohio 0 immplemnent tic Otde Firyt wellare reform demonstration. Implementation of
the demonstration project is scheduled to begin on June 1. 1996 and it will run for five
years. The deinonstration authority provides [exibility for large-scale changes in
Ohiv's welfare system, while incorporating protections for children whose families.
owugh uw fault uf dicit vwi, Lave wot been able o dildin gdequate employment. An

. important principle within the demwnstrativn is te eslablishment of weifare as a
transitional link to employineul and an ciuphasis on individual responsibility and
parents' responsibility for their familics' independence. The waivers allow for a very
comprehensive welfare reform strategy which can be expecied Lo greatly enhance our
knowlcdge base and inform states and others interested in welfare reforn.

Only three significant waivers requestedd by Ohio were not approved. One had w do with
placing AFDC recipients who are in a subsidized jobs prugram in established vacant

v’ pusilivis. TheDcp'cumlcuL does nol hiave (he legal authority 1o approve the staie’s
request to place Subsidized Employment Progiaun (SEP) participants in established
vacancics. A sccond request would Liave denicd Medicadid (o a dependent child under the
age of 18 in cases of fraud. The Adiuinistration has not supported denying Medicaid
coverage as a sanction for welfare fraud. The third waiver denial voncemed the state’s
desire to change cwrrent Food Stamp rules whicli icicase fuod assistance for individuals
whose AFDC benefits are reduced duc to sanctioned behavivr. USDA doces not have
authorily to approve such a waiver, but has proposed a formal rule that would correct this
problem. The rule should be finalized shordy.

. Ohio Medicaid Waiver Approved: Ohio Care, a statewide section 11153
demonstration, was approved on January 17, 1995. The demonstration origiually
intended to expand cligibility for Mcdicaid to the uninswred with incomes up w 100
percent of tho Fodoral poverty level (500,000 additional beneficiagies). Thiese uew
beneficiaries and current beneficiarics (1.4 million) would be enrolled in magaged care.
The State had also planned to test the usc of managed care for the provisiun of certain
special health related services, to be provided on a risk basis by scveral State agencics.
However, the legislature did not pass enabling legislation for cligibility cxpansion.

I heretore, the State plans to proceed only with implementation of statewide (nanaged
care for hasic services on July 1, 1996. A task force consisting of representatives from
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the Medicaid agency, the Governor’s office, the legislature, and the counties has been
established to develop an integrated managed care system for mental health.

. Child Welfare Waiver Demonstration Project: Ohio is one of 13 states to apply for a
child welfare dermonstration project authorized by legislation signed by President Clinton
in October 1994 which permits HHS to grant up to 10 demonstrations. HHS is currently
in discussions with all states that have applied for a demonstration. Ohio’s proposal
would apply the principles of managed care to child welfare services. The project would
operate in selected counties and offer an opportunity to test several novel approaches to
serving families and children. The Ohio proposal would provide greater responsibility at
the community level, use a mix of private and public agencics to deliver a range of
services, and assure access to a range of social services within an overall cost-
containment strategy. HFHS has provided Ohio with an issue paper which outlines a
number of questions. The State is preparing a response, and HHS officials have assured
the Statc that they will be available to begin discussions within a few days after receiving
the response. Discussions are tentatively set fur the first week of April.
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QUESTIONS AND ANSWERS REGARDING QHIOQ FIRST

0.

Al

There were a number of AFDC provisions whick the Stute requested but which were not
approved. What were they and why were they not approved?

There were only a few waivers requested by Ohiv which were not approved. One had 1o
do with placing ATDC recipients who are in a subsidized jobs program in establishied
vacant positions. The Social Security Act specifically prohibits the fuling of established.
unfilled vacant positions with subsidized employees. The prohibition is contained ina
section of the Social Security Act, section 484, that is outside the waiver authority which
i3 limited to provisions of section 402. Therefore, we do not have the legal authority tu
approve this particular request.

A sccond waiver request which was not approved would have denicd Mcdicaid to a
dependent child under the age of 18 in cascs of fraud. Ohio proposcd that, in addition to
the incrcascd penalty of denial of AFDC cash benefits to the entire assistance unit, a child
would also losc Mcdicaid cligibility if the child was responsible for the fraud. The
Department docs not support demonstrations which deny Mcdicaid to thosc who would
otherwisc be cligible cxcept for AFDC-related waivers.

There were also Foud Stamp Program waivers which were requested by the Governor
but which were not approved. What are they and why were they not approved?

There were two provisions which involve Food Stamp Program waivers. In onc the State
proposed that Food Stamp benefits not increase if the reason for the family's reduced
income was a result of the imposition of an AFDC sanction. In the other, the State
proposed that JOBS program requirements be considered comparable to Food Stamp
Program employment and training requirements and that the same sanction be applicd.
The Food Stamp Program demonstration waiver authority is contained in section 17(b) of
the Food Stamp Act. Section 17(b) prohibits the USDA from approving a waiver that
would lower or further restrict the benefit level provided under the F'ood Stamp Yrogram.
Therefore, neither of these two requests could be granted.

Although the waivers could not be granted because of the restrictions of section 17(b), the
USDA has indicated their agreement with the intent of the State's proposals. On August
8, 1895, it published a notice of proposed rulemaking that would prohibit an increase in
food stamp benefits under certain sanction situations. Upon final publication of the rule,
Ohio will be able to implement the propoeed policy.

Also, the USDA has proposed legiclative change that would allow more conformity with
the 10BN Program sanction system.
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The Governor suggests that the conditions imposed by HHS regarding extensions to the
time limit will "render time limits meaningless.” What are the conditions and do you
expect that they will mean there is no real time limit in Ohio?

Ohio's welfare reform demonstration is a comprehensive approach to reforming the
welfare system. It includes a stronger emphasis on employment and obtaining the
education and skills necessary to compete in the labor market. The Department has
approved time limit provisions in (22) states. Our actions clearly indicate that we believe
it 1s appropriate to allow states to test time-limits in the context of the AFDC program.
However, we also believe that there should be protections for children when their mother
or father has played by the rules and has cooperated with all JOBS requircments but,
through no fault of their own, they have been unable to obtain or maintain employment
which. in combination with other income, provides the family with income at the AFDC
benetit amount.

HHS does not expect that the extension will apply to a large proportion of cascs. We
cxpect that Ohio will be successful in helping most farnilies move toward self-
sufficiency. However, children need to be protected in those instances where this does
not happen despite the best efforts of the parent.



OHIO WELFARE WAIVER UPDATE

HHS aipprovcd Governor Voinovich's request for a welfare waiver on Wednesday,
March 13. HHS received the request on October 27.

Under the five-year waiver, called OhioFirst, welfare recipients would be subject to
time limits on benefits, could earn more money without losing benefits, and would
have to sign self-sufficiency contracts. The plan passed the state legislature with
strong bipartisan support and was endorsed by the Ohio Children's Defense Fund.

On February 26, the Governor wrote the President to express concerns about four
issues that had arisen in the waiver review process.

Unfortunately, in announcing the approval HHS failed to make it clear to the state that
it would not get what it wanted on these four issues. State officials agreed to accept
the waiver but expressed concern about HHS's action in the press (see attached
newspaper articles). '

Two of the four issues are statutory or regulatory in nature and could not have been
approved by HHS, while the other two are policy issues that HHS had discretion to
approve.

Statutory/Regulatory Issues:

0 Ohio wants to put AFDC recipients to work in existing job slots that are now
vacant. The 1988 Federal welfare reform law allows welfare recipients to be
put only into new jobs, and not in existing job slots. This feature was strongly
supported by public employee unions, which feared a loss of union jobs under
welfare reform.

0 The Department of Agriculture could not approve a waiver that would prevent
food stamps from automatically increasing to compensate for welfare sanctions.
However, the Administration is on record favoring this change in policy, and
we have issued a regulation that should become final shortly that will allow
every state, including Ohio, to implement this policy.

0 Ohio wanted to sanction those guilty of welfare fraud by dropping their
Medicaid coverage. HHS has never granted such a waiver to a state because of
its policy that health insurance should be guaranteed regardless of a person's
behavior.

0 Ohio proposed to limit welfare benefits to three years. In allowing states to
impose time limits, HHS has insisted that states extend the time limits for
welfare recipients who have not been able to find a job through no fault of
their own. All of the waivers approved to date by the Administration have met

this requirement. HHS's final approval of the waiver imposed this requirement
on Ohio.



DRAFT RESPONSE TO GOVERNOR VOINOVICH

Thank you for writing about Ohio's welfare reform demonstration
waiver. As you know, the Department of Health and Human Services
has approved the waiver, and I am pleased that we have been able
to work with you to move more of our citizens from welfare to work.

I agree that food stamps should not automatically increase to

compensate for welfare sanctions. I am pleased that the Department
of Agriculture has issued a Notice of Proposed Rulemaking that will
allow every state, including Ohio, to implement this policy shortly.

I am pleased that we are moving forward to reform our nation's
welfare system to the extent possible through the waiver process,
regardless of the outcome of the welfare reform debate here in
Washington. At present, my Administration has approved 56 welfare
waivers in 37 states -- cutting down significantly on bureaucracy
and encouraging creative solutions to local problems. I am eager
to work with the Congress and the Governors to produce a bipartisan
welfare agreement that is tough on work and responsibility, but is
supportive of parents who are responsible and who want to work.

As we work to build a brighter future for the people of Ohio
and for all Americans, I look forward to the progress we can
make together on welfare reform. You have my best wishes.
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Washington approves Ohio welfare plan

By JOK HALLETT
" and BEMJAMIN MARRISON

TUAD? DTALER ASPORTRAS

COLUMBUS — The federal
governmect yeslerday approved
a less-restrictive version of Gov.
George V. Voiuovich's vavnted
plan lo reforo the stute's welfare
system, cvoliiug a bitiersweel re-
sponse from the governor.

Despite blistering the Clinton
administration {or delaying ap-
proval and eliminatiog elemenis
of the reform plan, Voimvvich
novertheless heralded it us one of
the nation's stropgest.

“With our reforms, the sale
will becomo a true pariner io

belping recipicnts break Iree of
tha cycle of welfare dependency,”
he said.

The plan, labeled “taugh Jove’’
by Voisavich, combines iooen-
tives wilh penalties in an e(fort to
move thousands of Ohioans from
welfare to work. IU contains 50
provisions, 20 of which required
\vaivers from the ledersl govern-
nent, a process that took seven
months.

Yoinovich and other GOP gov-
ernors have teseeched President
Clinton and Congress to turn ever
control of welfare programs to
the- states aad fund them with
block graats.

Under the plan enacted into

Ohio law last August, wellare re-
cipients can collect wellare bene-
fits for just throe years im any
five-year period, effectively forc-
ing them to get jobs. The federal
government, however, walered
that provision down by pesonit-
ting benefita to conlinue for re-
cipients who "through no fault of
their owa” cannot get jobs,
accordiog to Ronald Rhodes, dep-
uty directar of the Obio Depart-
meat of Romap Services.

The new law, which Rhades
said would be fully implemented
by October, requires welfaro par-
ents without a bigh school di-
ploma to work toward thelr bigh

Children injured

schood equivalency certificate to
recvive benefits, and stipnlates
that unmartricd tccp mothers on
welfare must live with their par-
ents untll age 18 .

Meanwhile, the law lels Ohi-
oans on public assistance work
more hours st part-time jobs
while still remaining eligible fur
welfare bencfits, sad it promwtes
two-parcnt families by removiog
& rule that discoucaged marriage.

The law tooghens child-suppuort
callection procedures, and per-
mils courts to order the parents of
tecnage futhers to pay child sup-
port until the’ father turns 18. In
additlon, parents who owo child
support will have their driver's li-

cense and any Gtate-issued pro
fessinnal or accupationul Jicense
yankerd until they pay up.

Rhodes and the governoy dc
cricd the federal governwicnt’
failure lo approve a state prc
pasal to et off Medicaid benctit
ta individuals guilty of welfar
fravd.

Those who' have Lo deal Ors
band with welfare recipienl
aren’t sve there are cnoug
available jobe and slots in hig
school equivalency programs.

“pMost of the jobs that peop
are getting are low-wage, no-be
efil jobs,” xaid Jack Frech, dire
tor of the Atheas County Depa
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COLUMBUS — Legislators will
be asked to arm public afficials
with 2 law that allows them to
fight back against attacks of '‘pa-
per terrorism” from a fast-grow-
ing social wovement.

Nep. Witliam Schuck, a Colom-

Ve Ronnblicios, xail e woam b

according to human rights 2
right-wing watchdog organt
lions.

Shoutd the bill eventvatly |
come law, it's not likely to de
such decroes issued by the ca
mnn-law court, said Dl Eliwe
the chief justice of “our one
preme Court” in Columbiis.
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ment of Human Servioes. 7He
addcd that requiring moce of welk
fare recipients wis agood Wea: -,
Frech and Mary Leu Golski, “di=7, .
rector of the Lorain County Hu-
man Services Depanient, yhé
tioned whether the state pfag
beslth care provisions were 4d¢-
quate for Ohleans moving from
welfare uto jobs e
Mark Real, execunve ciregtor » -
of the Chlidren's Defense Fund:
Ohio, said the key elements of tbe:
reform plan were kapt intact by,
the federa) povernment, includ:"”
ing provizions *to make Wk T
more worthwhlle and allow ped- - *-
ple 10 keep more of what they
catn” while still receiving som¢’ ™
begefits. .

acks
llowers -

d Geoffrey Kent, the Lake Couaty. .-
. recorder and presideat of he .,
Ohjo Recorder's Assoriation.
“These [common-law) people are -
absolutely serious and think they .
T . are gperaling under the letter [y,

the law, and we fird ourseives as:

the innocent middieman.” G
Keat said recovdess  soggbt
clarification of e law becansf
W some nfficints had oeen subjedt 10’ ”
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MEMORANDUM TO LEE ANN INADOMI

FROM: Mary Beth Donshue

RE: HHS Ohiv Hut Iysues
DATE: March 18, 1996
. Ohio Welfarc Reform Waiver: On Maich 13, Scorvtary Shalala approved waivers that

allow Ohio to implement the Ohio Tirst welfare reform demonstration. Iiplernentation of
the demonstration project is scheduled to begin on Jane 1, 1996 and it will run for five
ycars. The demonstration authority provides flexibility for large-scale changes in
Ohio's welfarc system, whilc incorporating protections for children whose fanilics,
through no fault of their own, have not been able to attain adequate cmploymcut. Au
important principle within the demonstration is the cstablishment of welfare as a
transitional link to employment and an cmphasis on individual responsibility and
parents’ responsibility for their familics' independence. The waivers allow for a very
comprehensive welfarc reform stratcgy which can be expected to greatly cnliance vur
knowledge base and inforn siates and others interested in welfare reform.

Only a few waivers requested by Ohio were not approved. One had w0 do with placing
AFDC recipients who are in a subsidized jobs program in established vacant pusitions
(the Department does not have the Icgal authority to approve his requesi (o place
Subsidized Employment Program (SEP) participants in established vacancies); a second
request would have denied Mcdicaid to a dependent child under the age of 18 i cases of
fraud. There were also Food Stamp mh were requested by the
Governor but which were not approved.

. Ohio Medicaid Waiver Approved: Ohio Carg, a statcwide section 1115
demonstration, was approved on January 17, 1995. The demonstration origiually
intended to expand eligibility for Medicaid to the uninsured with incomes ap (o 100
percent of the Federal poverty level (500,000 additional bencficiaries). These new
beneficiaries and current beneficiaries (1.4 million) would be enrolled in manaped care.
The State had also planned to test the use managed carc for the provision of certain
special health related services, to be provided on a risk basis by several State apcncies.
However, the legislature did not pase enabling logislation for cligibility capaisiou.
Therefore, the State plans to proceed only with implementation of statewide wariayed
care for hasic services on Tuly 1. 1996. A task force consisting of represcatatives frum
the Medicaid agency. the (ioveror’s office, the legislature, and the countics has been
established o develop an integrated managed care system for mental health.
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. Child Welfare Waiver Demonstration Preject: Ohin has proposed a child welfare
waiver demonstration project in which the State would apply the principles of managed
care to child welfare services. The project would operate in selected counties and offer an
opportunity 1o test several novel approaches to serving families and children. The Ohio
proposal would provide greater responsibility at the community level, use a mix of
private and public agencies to deliver a range of services, and assure access to a range of
social services within an overall cost-containment strategy. HHS has provided Ohio with
an issue paper which outlines a number of questions. The State is preparing a response,
and HHS officials have assured the State that they will be available to begin discussions
within a few days after receiving the response. Discussions are tentatively set for the first
week of April.
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STATE OF OHIO
OFFICE OF THE GOVERNOR
COLUMBUS 43266-0601

GEORGE V. VOINOVICH
GOVERNOR

February 2, 1996

The President _
The White House
Washington, DC 20500

Dear Mr. President:

During your State of the Union address, Republicans and Democrats alike were pleased to
hear you express support for the passage of meaningful welfare reform legislation. 1 finnly
believe that a fundamental overhaul of the current welfare reform system is long overdue,
and | encourage you to fulfill the promise you made to the American people four years

2go to end welfare as we know it by signing into law welfare block grant legislation.

Over the Jast several months I have become increasingly frustrated that reform rhetoric
coming out of your Administration has not been matched by concrete actions. Twice you
have vetoed legislation that would give states the flexibility to break the cycle of
dependency through programs that foster self-sufficiency and employment. The federal
waiver process you have touted as an alternative to legjslation has been excruciatingly
slow. Last week, Ohio received preliminary indications from the Department of Health
and Human Services that the waivers nceded to implement some of the most important
provisions of Ohio’s new welfare reform law may not be granted.

Ohio’s experiences with our waiver application provide me with yet another reason to
believe that the existing welfare system is broken beyond repair. Despite your assurance
states’ waiver applications would be approved within 30 days, we now have been waiting
over 100 days for clearance to implement our package. Even taking the government shut
down into account, we have been held back too long. My stafftells me we still are
between six and eight weeks away from a final decision. Many of the elements of our
package have been included in waivers granted to other states, so it is not as though we
are asking for approval of anything that should be particularly complicated or time
consuming. Even if much of our waiver is eventually approved, we wil] have wasted over
five months filling out federal forms rather than helping welfare recipients find jobs
through our new program.

As a former Govemnor, 1 am sure you can sympathize with my inability to understand why
a group of federal bureaucrats is permitted through the waiver process to essentially
rewrite portions of a welfare reform package passed with the overwhelming bipartisan
support of Ohio’s elected representatives. Our bill passed the Ohio Senate with a 32-0
vote and was endorsed by the House of Representatives by 2 83 to 7 margin. Republicans
and Democrats, liberals and conscrvatives overwhelmingly supponted the package.

&
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The President
February 2, 1996
Page Two

Additionally, we received the endorsement of groups ranging from the Ohio Children’s
Defense Fund to the County Commissioners’ Association and the Ohio Human Services
Directors’ Association. Clearly, our package is the product of extensive consultation with
interested parties and enjoys widespread support. The enclosed newspaper editorials will
give you a sense of this support.

Again, it is incredible to me that a group of Washington bureaucrats now sits in judgment
over a welfare package that Ohio’s elected representatives and advocacy organizations
spent months developing in a spirit of cooperation and consensus. It is extraordmnanly
arrogant for these bureaucrats to assume that they are in a better position to know and
protect the interests of the people of Ohio than those of us who live and work here
everyday. We are better able to develop a specifically tailored solution to Ohio’s welfare
challenges than any group of federal bureaucrats. Washington does not always know best.

Let me be clear about our proposal. Ohio’s welfare package is not extremist. We are not
out 10 prove we have the shortest time limits or the most restrictive eligibility criteria in
the nation. Instead, I believe we have the most balanced combination of incentives and
sanctions yet set forth in a welfare bill on the state or the federal level, Jime magazine
calls our approach one of the “most intelligent in the nation.” We create new opportunities
for recipients to become self-sufficient while establishing parameters.to ensure that welfare
can no longer be a lifestyle choice. In our bill, opportunities come with obligations.

Some of the provisions identified as potential problems by HHS are precisely the sorts of
reforms you have mentioned as policy priorities. For example, at the National Governors’
Assaciation meeting in July 1995, you expressed your support for “limiting welfare to a
set number of years.” Our proposal includes a very carefully designed time-limit on
benefits, including explicit exemptions for all but those deemed eligible 1o participate in
the JOBS program. Despite protections generous enough to sarisfy Ohio’s Children’s
Defense Fund, we are still being told that approval will be problematic.

Similarly, you have repeatedly stressed that welfare reform should put recipients 1o work.
A main focus of our reforin strategy involves partnening with the private sector to move
recipients into employment. Under the existing Subsidized Employment Program (SEP),
recipients can be placed only in newly created positions. Our waiver requested the abiliry
to allow employers to use SEP for existing vacancies as long as no current employees are
displaced. HHS claims it lacks the authority to grant this waijver, but, ironically, Ohio
received approval of an ideniical request less than one year ago. If your admunistration
continues to oppose this portion of our waiver, as many as 1400 welfare recipients per
month looking for employment will be denied jobs.
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The President
February 2, 1996
Page Three

The obvious reluctance of the Department of Health and Human Services 1o support real
reform has made it painfully clear to me that the waiver process cannot be used to end
welfare as we know it. I encourage you to intervene personally with HHS to allow Ohio’s
experiment to move forward immediately as endorsed by the people of our state. Every
week that goes by without approval is an opportunity missed to help families become
independent.

Passage of meaningful welfare reform legislation would eliminate the need for unnecessary
and time consuming waijver consideration. I urge you to work with Congress to ensure
the enactment of welfare block grant legislation this year.

I sincerely appreciate your personal consideration of my concerns. Please let me know if 1
can provide you with further information on Ohio’s proposal.

¢c. The Honorable Donna Shalalz

TOTAL P.84
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STATE OF OmHio
OFFICE OF THE GOVERNOR
CoLumMaus 43265-0601

GeORAE V. VOINGVICH
GOVERNOR

February 26, 1996

The President
The White House
Washington, DC 20500

Dear Mr. President:

I wanted to thank you for your assistance in moving Ohio's welfare reform waiver
application forward. After months of delay and bureaucratic processing, I have been
pleased with our recent dealings with the Departme-: ¢THealth and Human Services. I
am certain this new level of responsiveness from HHS is atrributable 10 your intervention,

and for that I am grateful.

Our most recent interactions with HHS indicate that some of our waiver application will -
be approved. This is good news for the people of Ohio. As I mentioned to you
previously, our welfare package was passed by the Ohio General Assembly with
overwhelming bipartisan support. Interest groups ranging from the Children’s Defense
Fund to the County Commissioners Association endorsed our bill. Ohio’s new welfare
law, with its carefully balanced blend of mncentives and sanctions designed to promote self

sufficiency through employment, wili end welfare as we know it in Ohio.

However, I am deeply concerned because we have been told several important elements of
our waiver package will not be approved. Reasons for the anticipated denial range from
~ policy objections to a lack of legal authority to grant our request.

The first provision in question, objected to by the Department of Agriculture on policy
grounds, relates to food stamp benefits, Through our proposal, each welfare recipient
must sign a self-sufficiency contract, detailing specific steps he or she will take to become
independent. The state has increased its investment in programs to help recipients develop
skills needed for employment. However, with these opportunitics come obligations. Qur
proposal includes tough sanctions to cncourage compliance with the terms of the self-
sufficiency contracts. ADC benefits will be denied for increasing amounts of time to

© recipients who fail to meet their responsibilities,

&dministrative burden for human services caseworkers. [ feel very strongly that for
sanctions to be effective, this food stamp provision must be waived. '

&
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the system be kicked off the system, while preserving Medicaid eligibility for children, We
have been toid that HCFA will require us to maintain Medicaid eligibility for these
recipiems. This is unfair to the hardworking citizens whose tax dollars are used to support

the welfare system.

We have also been told that HHS will not approve our time limit request without a
condition that essentially renders time limits meaningless. Our time limit previcion is the
product of intense negotiations wit* ==mbers of the Ohio General Assembly and
interested advocacy groups, including the Children's Defense Fund. It was carefijlly
designed to apply to those recipients who are actively participating in the JOBS program.
After three years of receiving education, skill training, or work experience, 2 welfare
recipient is expected to move from the program into independent employment. We include
in our proposal a hardship exemption for exceptional cases of need.

Under the condition of approval laid out by HHS, any recipient who at the end of three
years has an income Jess then Ohio’s ADC grant plus a $90 income disregard would
remain eligible for welfare benefits. This fundamentally undermines the assumption behind
time [imits. The burden of responsibility is shified back from the individual to the state.
This does not end weifare us we know it. It reinforces the status quo.

The food stamp provision, the Medicaid provision, and the time limit provision each could
be approved by your Administration. I strongly urge you to consider our requests
carefully. These provisions are important parts of our overall waiver package, because
they reinforce the message that thare are consequences for failing to live up to obligations.

I'am also frustrated to learn that another important waiver we requested apparently is
beyond the scope of the federal goverrment 19 approve. This reinforces my very strongly
held belief that welfare reform should be the responsibility of the states, If federal statute
prevents your Administration from approving common sease, popularly supported
reforms, then the federal government should be taken out of the equation. Progam
design and implementation should be a state responsibility. Block grants would give states
the ability to make needed reforms.

For example, we have been told by HHS that our request to use the Subsidized
Employment Program to put welfare recipients to work in businesses with existing
vacancies cannot be approved. Apparently the federal government only permits use of
SEP placements to fill new positions.
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Our state has enjoyed an unemployment rate hovering around and below 5% for the last
year. We have a large pool of Jobs unfilled due 1o a lack of applicants. At least four major
Ohio employers have indicated to the Ohio Department of Human Services that they
would contract with the State to put welfare recipients to work if SEP could be used to Al
existing vacancies. No workers would be displaced. We estimsre that 25 additional 1,400
recipients could be employed each month if SEP could be used without restrictions. Denjal
of this waiver request amounts to a denjal of jobs to Ohio's welfare recipients,

While I am pleased that some of our waiver request likely will be approved soon, |
continue to question the wisdom of 2 system that subjects a package overuhelmin-t.
supported by the people of Ohjo and their elected representatrves to the verdict of federgl
bureaucrats. The process wastes time. I am grateful that consideration of our application
has been accelerated over the Jast few weeks, but my findamental objection to the process
remains. A welfare block grant would give states the ability to design their own welfare .
programs without federal delays and second guessing.

Again, I am very grateful for your personal attention and for &Ny assistance you can .
provide. Please let me know if I can provide you with any further information.

Sincerely,

George V. ¥pinovich
Governor
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Talking Points Regarding Governor Voinovich's Letter

NOTE: On February 3, 1996, Secretary Shalala spoke with Governor
Voinovich and outlined the following response to the concerns he
expressed. Significantly, Governor Voinovich indicated that he had
not understood that the waiver he was submitting was outside the
30-day fast track process which the President announced last
August. Secretary Shalala stated that, regardless of the
Governor's understanding, she would personally assure that HHS
staff would work closely with Ohio staff to resolve this matter as
quickly as possible.

Governor's concerns about rhetoric but no action

. This Administration has backed up the commitment to welfare
reform and state flexibility with action, not simply rhetoric.

We have approved 50 welfare reform demonstrations in 35 states
over the 1last two years, more than the past two
administrations combined. This includes two previous
applications from Ohio. :

Processing time

. The President did announce that we would approve certain
waiver requests within 30 days--those that would implement
one or more of five specific strategies which the President
identified. The latest Ohio application for "Ohio First" wvas
not subnitted under this special provision, nor do the waivers
being requested meet the criteria established within the
strategy areas announced.

. We received the ohio First application on October 27.
Unfortunately, the cooperative and diligent work of our staffs
was interrupted for nearly one month by two government shut-
downs. Following the return to work in mid-January, an
analysis paper was sent out on January 25.

. We would not expect the process to take another six to eight
weeks. In fact, despite the shut-down, we are prepared to
act by the end of this month, which would be within the 120
day guidelines established for this type of request, if your
staff are allowed to enter into serious discussions and we
can reach dgréément on the issues identified.

. It is our understanding that the proposed implementation date
for the new provisions is to be July 1996. We have not
received any indication from Ohio staff that the current
schedule of review has or would in any way present a problem
in maintaining that schedule.
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. The wvaiver requests submitted, including Ohio First, are often
comprehensive and complex. We approve them under the

demonstration authority of the Social Security act. It is
the sworn duty of this Department to ensure the law of the
land is upheld and that children and families are protected.

. I want to make clear that the jdentification of issues through
the issues paper sent out does not mean that the Department
does not approve of the pbasic concepts contained in the Ohio
First proposal, such as time limits and strict sanctions.
Rather, it simply identifies areas where we need to reach
agreement on the final policies which can be approved.

Protections for ild an amiljes

This Administration has reached agreement with 22 other states
on the implementation of time 1limits. However, as the
President has indicated, basic protections must be provided
for those who have played by the rules but through no fault
of their own have not been able to find or maintain jobs to
support their children. The Ohio First package, while
exempting certain groups from the time limited provisions, did
not contain these protections, i.e., extensions, for those who
would be subject to the demonstration time limits.

Limitations of waiver authority

. With regard to the request to place subsidized workers in
existing vacancies, approval was not previously given by this
Department for that request. There has apparently been sone
misunderstanding about this issue. The official documents
transmitted do not contain waivers of the restriction on
£illing existing vacancies. We do not have authority to waive
that provision of the law.

Next steps

. At this time we are awaiting the State's response to the
issues paper. I am prepared to approve time limits, work
requirements, and tough penalties, as long as Dbasic

protections for children are included and the provisions are
within the limits of the law.

TOTAL P.B3



