
02/21/96 WED 12:58 FAI 2026320390 NATIONAL PERFORMANCE REV @001

NATIONAL

REVIEW ALGORE
vice President of the United States

6-^

National Performance Review 

750 Seventeenth Street N.W. 

Washington, D.C. 20006 

voice 202.632.0150
fax 202.632.0390

FAX TRANSMITTAL COVER SHEET

4i

Number of Pages Plus Cover Sheet
To: ^ ^f) Ca-------------------- -

Telephone Number;
Fax Number: ~ "70^ ^

From: .^fV r; Ext.; /'LL

Special Message or Comments:

Oreq-dn rnaJ^-r/x

a v
h i sLoi ty



02/21/96 WED 12:58 FAX 2026320390 NATIONAL PERFORMANCE REV 121002

SK'S’o'S'*

1. Eurpgas

ri^cTwSr/'i—“
n. ttflffcyrnuTld

m.

in My .994, '
o^X'aSu'^rnSS «U1. UUI wiU Lmprove 0.« Uves of Omom4ns,

Oregon i$ uniquely suited for an '*P^“^^[^JJ^°”-^e‘stSandmany 

outcomes oriented approach to mtergov ^ establishing long-
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THREE INITIAL CLUSTERS OF HUMAN INVESTMENT BENCHMARKS

The following wet^?g°aS‘So‘^'^i toeectasteBas
the lives of its people. Workgroups were o 

Inidal areas of focus

SubleFan^
1. Pregnancy rau: per 1.000 females ages lO-

T Poronaoe of chilfJren iivne stove 100% 
of ihc I'edcrii P0''«iy

3 Number oi children suuKa or negiecmo 
pur i .000 persons umlcr 1 f>

; umncsiic violence calls per4. Spousal abuse
1,000 households

fa'-.l I '5%

5 Percemace of children who are homeless ai 
some lime m ihe past year
6 or children bom ou^c oi

perccntace who have legal paienmy 
Mtablished m a given year_____________
7 Porcenuce 01 currem conn crecreu ciiilJ 1

suppcri paid 10 single rarcin lamiiics

, eliiiu M.pp^ri esanlisheU

Performance Measures
/ p.-ceni.-iceo. -sFOC /.enis cmcrmc cinPiovipcPi

/ pL-rcenuiee'•! ^FDC c.ieiu.s ..i 
/ PuTcnuage .M .FDC reop.ems ^vun.n mo lo.i oonu,alien

/ Averaoe lenein .m umo a i.uniiv .1 on weillic
.FDCh.:e.cuo.a.hoaa.ahvTieenParem

y Pv:recr.l.TCO

/ B.i'ic



02/21/96 WED 12:59 FAX 2026320390 NATIONAL PERFORMANCE REV @1007

1 rtiaUhy ChU^______
1. Percentage ot healihy binhweii^i babies

■> Pregnancy ra^ per 1.000 females ages lO 
17

4 Number of children abused or nc^lccicd 
p<.f L .000 persons umier 18

liie firai jimesicri
6. Intani mortality raic per 1.000

,1. Afrie.an-American i3-vear averape)

b. American Indian i3-year avcracei

c. Asians (3-year average) 
j. Hispanic (2-ve.ar .ivcracci

0. Whites

7 Pcrccneaee oi I'j/o-ye.ar-oids '*’no are 
idcquaieW uninui'i?'.ed

H* Perceiunco oi diildren eiuan'.e
kindcruanen meeimi: sivcinc 
^ql^d.^fds lor llK-ir :iee

h. Phvsital sveli be'.ne

Dal.i e.speeied iv. w..::'

low 12m

;i, Ijmuuaee and htcraev ucvcinrrncm

-r,..- .Slmcmv (IPTION. P vCI
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THE OREGON OPTION 
An Intergovernmental Partnership for Results 

SUMMARY

P„P«S3,: in July 1994, Oregon, governor resr

Purpose- .0 encourage cooperarion anroog federal, stare and local enriries .0 redesign and tes. 
!To™-Msed approach <0 mrergovemn.en.al servrce del.very.

Why Oregon, Usrng its f^

suited for an ^?°fsute and iLl govenunents have several years experience
intergovemmemal vision, setting public priorities,
using an outcomes model for esublishmg S S Legislamre has
allocating resources, ^"^^^^"Nonprofit organizations, businesses, and civic groups in 
om^n - p" rlrrh llare, county and local jurisdictions,

principles ,o Guide Partnership. The Oregon Option is based on princrples advanced by

° S”" rdesrred msulrs and worh togerhcr ro achieve mem (i.e.,

o Se?“c"needs and sarisfacion. especrMiy .mongh rniegra.ion of servrces

: ar,:vr"rvrrdeuve.^ sys.em ro reduce red

e ‘Sgtof“nfSs for service design and delivery ro fronr-Ihre, iocai-levei

providers direciins funds to better achieve agreed-upon
o NOT about more money, but about re-Qirecuug luu

results.
Initial Focus of demonsrrarion is on Oregon's human rnvesrment benchmarks, clustered as 

follows:
Healthy children 
Stable families- A developed (highly educated and prepared) workforce 

Cross cutting data and statistical issues

Federal involvement coordinated '>>’
i^rS^birDep—^hich have .he most impact on the benchmarks Oregon 

wanted to focus on.
Each Of the three benchmark tlrltc;'SrTo^mf:? cl" ms

issues are supported b\ an inter_o withm that cluster (e c . immunization) to
have sub-teams to address specitic , pedutrtetans. health
bring in the appropriate stakeholders ^rraiemes^to achieve the agreed-upon

md to remove bamers a. all levels to improve outcomes
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OREGON benchmarks 

History

Stratesic Planning Process. Neil^Goldschmidt.^-Oregon

Shines." a strategic planning exe rhree main strategies; (1) creating a
“grag»rc^"“Vp™ and endancg Cgoa's ,aaiii, ofUfc; and 

(3) investing in the capability of Oregonians.

Srcaregic Plan Tcansdned in.o trai^^r
gZto Orcgo-ad mie sr<he process says ^.v= and on urgcr. Tie board is he»icd 

by Che governor and designed to be bipartisan. 1989.

“• r„s=.sz=“SpeTche benchmarks for me State. 1990 and contmuous.

Uaislature Adopts Benchmarks; The Legislature unammously enacted Oregon 
Smmi mro Uw. after review bv 18 stare legislauve commmees. 1991.

O M- n..x„r, rnrd- Every two vears. the Progress Boid has to update the benchmarks 
!^d "" fcro'n progress toward each benchmark go^. 199. and on-gomg.

use 0, Benchmarks ro govern:
priority to critical near-term b rh hpnchmarks In 1993 Roberts, faced with a
develop performance measures consistent with benchmark n
n perL^^bndge. shornall dtetr

deeper -- -0 percent. en ^ I ecislature ratified almost all oi Roberts
programs to buace.me and compensation systems are
;::SreaSCrdrr= oencnm^King goals'. The m.tee-guoernatonal cand,cates have ai, 
endorsed use or Oregon benchmarks.

r"“r i . •rs." s,..,.heir own Countv ana Portland have inaugurated a joint

bounties are also pioneering local nenchmarking eitorts.
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OREGON BENCHMARKS 

What Are They?

VatinnaJ T^der- Oreeon is recognized nauonally as the scale furthest along in usmg 
o™^esS;iish aWrang. vision. sa> pubUc pnomies. allcca.e resources, desrgn

services, and measure results.
serve as Report C.d= O-*™ "-4^“ —"where .he

tmMr’co^rs^ds aii how ,1 measures up .0 iu; targe, goals over a specified number 

Of years (e.g.^995. 2000, 2010). Benchmarks oblige Oregon and us localities to measure 

what they do by hard numbers, by agreed-upon standards.

Measure Outcomes, Not Inputs. Benchmarks measure results, not effon. Some examples 

from Oregon:
0 Whedier au and water are geamg cleaner, not whedter environmenmi regulations are 

in place.
. 0 Teen pregnancy irate per 1.000 females aged 10-lT for each of the target years), no. 

number of clients ser^'ed.
0 Crime rares. not prison beds (e.g-. measures social harmony by hate crimes per 

100.000 Oregonians per year).
0 Urban mobility by the percenuige of Oregonians who commute to and from work by 

some means other than a smgle occupancy vehicle.

0 Literacy and other learning standards, not school and teacher expenditures.

Citizen and Le<nslative Input: Goals are developed through broad popular pamcipation 
le.g.. electromc'vocins at communiiv meetings), then ratified by action ot the legislature

and governor.

272 Total Benchmarks;

Urgent Benchmarks - addressed in the next Tew vears le.g . teen 
pregnancy); will impact manv other benchmarks one or two decades out.

Core Benchmarks - are longer-term measures or Oregon s vnality and health 

fe.u.. the base of the state's economv!.
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INFORMATIONAL MEMORANDUM FOR THE SECRETARY

FROM:

SUBJECT:

EUen'
Under »^fetary tor

FodoTNutrition, and Consumer Services 

“The Oregon Option” V/elfare Reform Proposal

VC?-^

ISSUE:

Oregon’s welfare reform proposal, “The Oregon Option,” contains Food Stamp Program 
waiver requests that we do not intend to approve. We are notifying the State agency of our 
decision.

DISCUSSION:

On July 1, 1994, FCS approved, as part of welfare reform, several waivers of Food Stamp 
Program regulations to permit Oregon to conduct the “JOBS Plus” Program, a three-year, 
six-county subsidized employment demonstration that cashes out food stamp benefits to 
supplement wages paid to participants.

On July 3, 1995, Oregon submitted its Oregon Option welfare reform proposal. The only 
food stamp provision called for the expansion of the JOBS Plus Program statewide. 
Subsequently, the State submitted a food stamp waiver package, with three additional 
requests, two of which are highly problematic. The first, a revision of the Federal funding 
formula, proposes to calculate the Federal funding level for the Aid to Families with 
Dependent Children (AFDC) Program and public assistance (PA) food stamps for a particular 
base period, e.g., FY 94, and guarantee that level nf Federal funding for the seven year 
duration of the demonstration. This will serve as a financialincentiveTbr the State to move 
recipients off food stamps. Oregon plans to use the savings to provide additional funds for 
expanded Job Opportunities and Basic Skills (JOBS) Program support payments and to 
provide support for local community prevention efforts.



The second request concerns Quality Control (QC) revisions. The State wishes to be 
relieved of any potential QC sanctions in exchange for an agreed upon outcome-based 

■performSice measuring system. The STate also requests to be relieved of Federal QC review 
methodologies; that all mandated reviews be incorporated in the new performance assurance 
system; that the reviews be based on State policy, procedures, or goals; and that client 
cooperation with reviews be a condition of eligibility for benefits.

Currently, Oregon is involved in stalemated negotiations with the Department of Health and 
Human Services (DHHS) over several issues, especially the two provisions referenced above. 
In order to establish FCS’s position regarding these waiver requests, we are informing the 
State that we do not plan to experiment with the funding level for the Food Stamp Program. 
Additionally, we are advising the State that we are not approving its proposal to 
eliminate the QC system. We believe it is imperative that QC continue to identify error 
prone areas with a payment accuracy measurement system based on a national average that 
includes all States. The potential impact on payment accuracy of even relatively minor 
changes in the error rate—as a result of Oregon’s welfare reform efforts—can be significant 
because the State’s annual food stamp issuance is so large. However, we would not be able 
to determine that impact without a valid measurement system. Additionally, relaxing QC 
requirements for Oregon could send the message to other States that we are placing less 
emphasis on national error reduction in the Food Stamp Program.

SUMMARY:

♦ The Oregon Options welfare reform proposal contains two food stamp waiver 
requests, involving Federal funding levels and QC, that call for experimentation with 
the Food Stamp Program that FCS does not consider desirable or necessary.

♦ We are notifying the State that we will not consider these two waiver requests.

cc: /biana Fortuna
The White House
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Administration for Children and Families 

Washington, D.C.

DATE:

FAX TO: 

FROM: 

SUBJECT:

Thu Feb 29 13:31:19 1996

Diane Fortuna 

Ann Rosewater

Talking Points on Oregon Option

MESSAGE
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The Oregon Option: Evaluation

DHHS's waiver authority under section 1115 is specifically 
for "experimental, pilot, or demonstration" projects. Any 
waivers we grant to Oregon will have to be granted within 
the context of such a project.

To be a bona fide demonstration, the project would have to 
have a rigorous evaluation. As a rule, we require an 
experimental design (i.e., with random assignment of 
individuals to treatment and control groups) for the 
evaluation of a waiver demonstration.

o It has been our experience that random assignment is the
only evaluation method that yields credible estimates of the 
impacts of welfare reform demonstrations as well as credible 
cost neutrality measurements.

o Virtually every state doing a welfare reform demonstration 
- hars agreied to use a random assignment design.

o Outcome-based performance measures and random assignment are 
not mutually exclusive. This demonstration is a unique 
opportunity to get a rigorous evaluation of a benchmark- 
driven system. The operation of the program could be based
on performance measures, with the evaluation based on an 
experimental design. This would allow the state to measure 
how effective their program was in achieving its goals and 
to evaluate how well the performance measures used related 
to the actual program impacts.

We are willing to work with Oregon to reduce the 
administrative burden of random assignment as much as 
possible.

Random assignment only needs to be done in a limited 
geographic area with only the minimum control group size 
required for statistical precision. This approach minimizes 
the extent to which the state needs to operate two distinct 
programs.

Other demonstrations taking place in Oregon would be 
considered in determining how random assignment would be 
carried out. For example, the state could consolidate the 
JOBS Waiver Project and JOBS Plus samples into the Oregon 
Option sample, resulting in an evaluation not significantly 
different in burden from what they now have.

Ao
k i? i

9
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The Oregon Option: Quality Control

o Oregon has proposed to use Quality Control staff with
flexibility to produce management information, case reviews 
and outcome measures to utilize in on-going program 
evaluation, and future decision making.

o We do not have the legal authority to waive section 408 of 
the Social Security Act, which esta^ishes Quality --Gonfe-rol.

o Despite the fact that nearly every state that has requested 
welfare reform waivers has asked for a waiver of Quality 
Control requirements, we have never granted one. Our 
standard procedure for this type of situation is to refrain

V from citing errors during the payment adjustment lag (PAL) 
/period, and then to review against the revised program 

'IRequirements operative under the demonstration project.

o The "culture change" aspects of the demonstration will be 
furthered by the substantive waivers, such as decreasing 
JOBS exemptions and increasing asset limits. The marginal 
effect of Quality Control change above this would be modest.,

o We can offer Oregon some flexibility within the existing 
Quality Control system, and we have been working with the 
state to that end.

o Among the things we are prepared to do for Oregon under a
Quality Control agreement with the State are the.following:

Allow the State to reduce its sample size' (below the 
"7 minimum recaiired State sample size) to the Federal 

subsample size. We mutually agree to recognize and
> accept the lower precision of the error rate estimates

based on the smaller State sample size.

'' - Allow the State flexibility to conduct either
face-to-face or telephone interviews.

Allow the State to modify the review methodology by 
■y eliminating (1) the IRS and the BEERS income data 

'' matches and (2) routine reviews of elements (above and 
beyond the review of elements eliminated by 
streamlining for a payment accuracy review) for which 
the State has found one or no errors in the past two 
years

V7

1

r -Q okv V'l i i A,.' \ "u Oi
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March 28, 1996

Oregon
DEPARTMEirf OF

humak'^sources

Hunan Resouraa Building
Contacts: Stephen Mionich (603)945-5601

Janice Babcock (503)946-6815 director

Sweeping welfare reform agreement signed today in Oregon

Oregon officials have signed a final agreement with the U.S. 
Department of Health and Human Services and the Department of 
Agriculture that spells out the provisions of the state’s innovative new welfare 
reform waivers. With the waivers in place, Oregon will complete a 
comprehensive, state-wide shift in its welfare policy.

By mid-summer, when the waivers are actually implemented, welfare 
will be totally focused on moving people into jobs, supporting them during 
that transition with a temporary benefits package. By combining the Oregon 
Health Plan, agxessive child support collections, and employment support 
such as childcare subsidies, families will be better off financially at work than 
on welfare.

Governor Kitzhaber, noting that the welfare reform waivers are another 
step in implementing the Oregon Option, praised the Clinton 
Administration’s commitment to assisting Oregon in moving ahead with 
these cutting edge reforms. "This isn’t a ‘throw people off welfare’ reform, this 
helps people find work. These waivers reinforce the state’s commitment to 
helping families avoid or leave welfare as soon as possible. By avoiding long 
term dependency on welfare, we will be able to deliver the services Oregonians 
need in a cost-effective manner.”

Stephen Minnich, the head of the Adult and Family Services division of 
Oregon’s Department of Human Resources, said that the waivers ax© key to 
implementing Senate Bill 1117, passed by the 1995 Legislature, Noting that 
welfare reform in Oregon has already produced a 20 percent drop in the 
caseload in the last two years, Minnich said, "the waivers represent the 
additional tools we need to help people, especially young mothers, establish 
themselves in the workforce and escape poverty.”

The main provisions of the Oregon Option welfare reform waivers 
include the roll-out of the state’s pilot JOBS Plus program, a public- 
private partnership that gives clients subsidized on-the-job training for

mm
John A. KiWhaUa 

Gcwnrncii-

SCO SujnnB«r Str«et NE
SaJemOR ©7810-1012 
Salem-(503) S4&-5944 
FAX-(503) 378-2897 
Tn:-(6031 946-5928
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six months. Full participation in tha JOBS program will also be required. 
Mothers wiE be asked to look for work or be in training within three months of 
the birth of a child, rather than the current one year.

Other provisions include progressively more severe penalties for clients 
who do not cooperate with the JOBS Program. Penalties can be reversed and 
benefits restored when the client makes progress toward self-sufficiency. Teen 
parents on welfare will also be required to live in a supervised, safe place. 
That location wUl be determined by the teen and case worker together.

Oregon will also receive additional federal funding in recognition of its 
past success in reducing its welfare caseload. The money wiU be partly 
reinvested in services that help more people leave and remain off welfare. 
Under the Oregon Option, the state will be accountable to the federal 
government for farther caseload reductions which can result in future savings.

“We are going to be asking more of people who are on welfare in 
Oregon,” Minnich said. “But they will also be able to expect more from us. Our 
workers will be able to tailor services effectively and flexibly to each family to 
help them avoid long-term dependency on welfare."

###

TOTAL P.03
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November 16, 1995

MsryJo Bane. Asgifliant Secietaiy 
DHHS Administration for Children and FamUiM 
370 L’Enfaai: Promenade, SW, Suite 600 
Washington. DC 20447

Re; Oregon Option Waiver issues 

Dear MaryJo:
As you are probably aware, Governor Kitzhaber met wit
kcLo) t» «“«« te ttatu, of 4» *>tlou> (xmpoiwm “ ^
^!^of ftot toouMloD. to OOVOTOT e«piM>«! ejtootM
BTfimhiise blocks that are proventing waiver approval for the Family S Ui^

■ Thea* are the same issues'that we discussed during your visit to 
August. It XI my understanding ftom Governor 

Ms Kamaick offered her asaisiancc in trying to resolve the rema:^
Ssteto might move on with its Welfare Reform Plan m fee ne»I mture.

over one month ago we bad told Howard Rolston that.
with ft^aiver pactoge that contained These liniiaDfins. we would prefer to vait
fef Coneressional action as an implfimexitttioit vehicle. However, if indeed.

to vLli t,. «W= » r«=lv= to« .tototog istos. to
raid mdy to disoii! «id move for»ud wiih out Oregon t^raPor your infotnulioii, I <m lUring btlow our iraumng irtoii, to 

tore boii tore to holio« ae mon rlltlcd to our suomk.

1. Block Grant Approach:

^Oregon has requested a federal financing plan ttat Coiress* approach for Welfare fending, i.e., Oregon would operate 
OUT Aid to Dependent Children (and Food Stamps for that same 

aWook grmr« to FPV '94
we were able to achieve through our successes with salf-sufficiMcy 
approaches would allow us to reinvest the exta federal '*'®
wIm have spent on maintenance payments! into increased JOBS 
pr^am support and ultimately other prevention programs, such as teen

pregnancy reduction.
Howard Bolston has indicated that HHS c^n^ot aUow su^ a 
plan without full matching on our part. Therefore, any «
W^d only bo available with a State matching requiieinent (« 
unapecified percentage, probably 50%). Thai would require the State to 
expend fitete dollars up to and probably in excess of our current

Oregon
department of 
HUMAN RESOURCES 

HuamBesaurcea Suaihua 

OFFICE OF THE
director

wmjohnA. Kitthaber
Ga>BidOt

600 SumraBr aiteei b2 
Salem OR 97310-1018 
SaJeni-15031945-5844 
FAX - (SOS) STS,2897 
tty -1503) 9«-S9a3
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• ■ ^HOV 16 '.95 IZ--^ DIRECTORS OFFICE

MaiyJo Bane. Assistant SecicUiy 
Page 2

2.

a 5056 matthiag rate does not look attractive.

Quality Con&ol:

two mjyor reasons. First, this wou d aUow w ^ ^gghnical eligihiliiy 

Bufficieocy efforts and „„ ov« the years but that do not
verifications and I achieve. Secondly, this change
have a direct pay-eff m outcome* we are re«auccea w provide us the

,n»« « »«r r.l« ton to
typo of marageinent information we u/ithout this flcxibLlity, the SBTE

Ss;n£j?to^‘^3Sjto ft-"-
HHS Health Care FtoMmE Adnutottanen Ito gW^ w a ^

S»« re »hor to to”e . ,u^i.

Food Stamps as well).

Itandid type of evaluation (random « what
we migbi then cveaBially negotute “? , assignment) Unfortunately,,we wito (rtatewld. p^le ^ require

u.. l. iob. program
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requiiemenl is not waivable.
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this is not waivable.
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To: LeonPanetta
White House Chief of StaflF

Fr: John Kitzhaber 
Governor of Oregon

Re: Follow-up to Telephone Conversation

We have worked ^ in Oregon to develop Medieaid and welfare programs which are 
responarble a^ which produce results by making Oregonians healthier and by movinn 
welfare recipients to work. The Oregon Health Plan has extended coverage to 130 OM 
Oregonians, and we have reduced our welfare rolls for two straight years Given these 
c ear success^es, I cannot express how frustrated we are with HHS which is continuing to 
block our efforts to effectively implement these programs.

Medicaid me Oregon Health Plant

e first submtt^ our proposal last Itify. I then discussed this issue with you briefly when 
we met 1^ October. I also discussed it with Secretary ShaJala. However, it is still not 
completely resolved, almost eight months after submission. The issue involves charging 
very low ahding-scale health insurance premiums to the 120,000 people who are eligible 
tor Medicaid anly because of the Oregon Health Plan.

Although we eventually received approval from HHS to begin charging the premiums 
we stiU have not reached agreement about what to do with people who simply refuse ’ 
to pay their premiums for more than a 6-month period. At some point, we have to 
remove people who take benefits but won’t pay.

We have put a number of proposals on the table with HHS. All of them are designed 
to hdp those who are most destitute, but to do it in a way which is administratively 
feasible and still allows us to capture the savings mandated by our budget ($12m state 
^ds over 18 months), we do not receive aoDrovai in the very near fiitiira T mAW
fercetj tff take action to drop up to 15,000 people from coverage in order to 
these savinps

The Oregon Health Plan is an extremely popular program as well as very effective There
wll be a huge public outcry when these people lose coverage and it wiU not reflect well on 
the admimstration.
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Welfare Reform Pi

This waiver request was also submitted last summei;- under the auspices of the Oregon 
Option. (This is a concept championed by Vice President Gore who signed an agreement 
with former Governor Barbara Roberts last year. Under the agreement we were promised 
flexibiHty in exchange for a focus on outcomes.) We have proposed a number of changes 
to our program which we beUeve will produce even greater positive results. In exchange 
we asked for flexibility in a number of areas, including;

• being allowed to use the federal funds which we would otherwise have received for 
welfare benehts to invest in programs which will not only move people off of welfare, 
but keep people from ever coming on in the first place;

• being excused firom some of the excessive process-oriented requirements of welfare 
programs (such as redundant review of eligibility data) in order to reinvest those
resources into assessing how we can make further progress in moving people to work; 
and,

• making these changes statewide for the entire program, evaluating its success by 
comparing it with previous performance, rather than being required to have control 
groups under the old system (which would require us to run dual systems).

Although HHS does not appear to have concerns about the program changes we are 
making, they insist on keeping very bureaucratic requirements. The Oregon Option 
promised us more flexibility in operating these demonstration programs. We have 
delivered the desired outcomes - we are not seeing the flexibility,

Again, I am being pushed into a corner on this and very soon will have to publicly 
acknowledge that the administration is not living up to its end of the Oregon Option 

agreement.

Leon, I will do all I can to support the President here in Oregon. I do not want to end up 
in the position towards which I am being pushed by HHS. But these are critical policy 
issues of great importance to the people I represent.

Thank you for your attention to this matter.



v' EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D. C. 20503

MEMORANDUM FOR:

FROM:

RE:

March 26, 1996

CAROL RASCO 
ELAINE KAMARCK

Ken Apfel

Oregon's Food Stamp Waiver Request

As a part of their welfare waiver, Oregon has requested to waive 
three components of the Food Stamp program: Job or Work 
Supplementation, expansion of eligibility rules for non-AFDC 
recipients with regards to the vehicle resource limit, and 
changes to the way the State is required to measure their error 
rates. While the food stamp waiver has been packaged with 
Oregon's welfare waiver, this waiver is separate and apart from 
the AFDC waiver which the Administration has agreed in principle 
to approve. One element of the food stamp waiver has a strong 
relationship with the agreed upon AFDC waiver - Work 
Supplementation - and does not have significant costs. OMB/USDA 
have recommended approving this proposal. 0MB and USDA have 
recommended that Oregon's request to raise the vehicle asset 
limit for the non-AFDC caseload and to change the food stamp 
quality control methodology be denied. I believe there would be 
serious consequences to allowing these two requests and I do not 
believe the proposals are critical to innovative welfare reform. 
These proposals have significant costs, are not consistent with 
the Administration's position on these issues, and would 
establish an undesirable precedent for future food stamp waivers. 
I strongly urge you to support 0MB and USDA's recommendations.

Quality Control

Currently, States are required to do an extensive quality control 
(QC) review on a portion of their food stamp cases. Following 
their review, USDA then does a similar QC review on an even 
smaller portion of the cases. Using the information from these 
reviews, USDA calculates the average annual state and national 
error rates upon which incentive and sanction payments are based. 
0MB estimates that $2 billion in food stamp benefits will be



issued erroneously in FY97. Oregon has requested a waiver to 
reduce the size of the State quality control sample size by 
approximately two-thirds, limit the eligibility items which they 
would review, and change some of the procedures for completing 
the reviews.- Oregon's combined payment error rate for FY94 was 
9.88%; the national average was 10.32%; the target rate is 6%. 
Oregon requested and the Administration has agreed in principle 
to provide a similar waiver for AFDC QC. We have serious 
concerns about this waiver and are strongly opposed to granting 
it under any terms. If this QC waiver is granted for Oregon, we 
cannot imagine any reason why every State in the country would 
not ask for it and the Administration would have established a 
precedent of approving such waivers.

USDA and 0MB recommend disapproval of this component of the 
waiver for the following reasons:

Cost Neutrality; While cost is difficult to estimate since 
it is unclear which -components of the QC review Oregon would 
like to drop, this proposal would surely impact the national 
error rates, liability and enhanced funding system. One 
possible outcome is that Oregon redefines error in such a 
way that its combined payment error rate drops, the national 
average drops and Oregon qualifies for enhanced funding. 
Meanwhile, States in sanction would fall further into 
sanction since Oregon would cause the national average to 
drop. While quality control does not account for many FTE 
at the State level, it is an unpleasant chore which the 
States do not enjoy. If the Oregon PC waiver is granted. 
eveTy other State will want the same waiver which would 
completely undermine the effectiveness of the QC system and 
the integrity of the program. The Administration would have 
no basis to deny future QC waivers if the Oregon waiver is 
granted. Leaving only the possibility of the QC system 
eroding via waiver or creating unnecessary tension in the 
federal-state relations. This waiver could seriously 
undermine the Administration's role as a steward for the 
Food Stamp Program - it cannot be granted.



Integrity of the Quality Control Instriiment; 0MB estimates 
that $2 billion in food stamp benefits will be issued 
(=!rroneoualY in FY97. While States administer the food 
stamp program, benefits are 100% federal monies .
Maintaining nationally consistent measurements in quality 
control is critical to USDA's ability to determine which 
elements of the program are causing the most difficulty for 
States and to determine which States are managing federal 
monies most effectively. The Agriculture Committees have 
repeatedly accused the Administration of attempting to 
improve national payment accuracy rates by "lower the goal 
post" on States. If the Administration were to grant this 
waiver, it would in fact be "lowering the goal post" instead 
of requiring States to maintain a certain level of 
integrity.

Under this Administration, USDA has made significant efforts 
to eliminate process or output measures such as 
certification periods, monthly reporting, and matching 
systems. But, payment accuracy as measured by the quality 
control system is the only effective outcome measure the 
food stamp program has. If Oregon were permitted to reduce 
the sample size and to no longer verify whether it was 
issuing benefits accurately, it as well as the Federal 
government would loose access as to the only available 
information on how well the program was operating.

Interactions with Welfare Reform; The Administration has 
taken the position that the Conference welfare bill 
dangerously expands food stamp waiver authority. One of the 
examples the advocates and the Administration have used in 
arguing against the Conference bill waiver authority is that 
States would be able to waive out of the quality control 
system entirely.

Vehicle Asset Limitation

Currently, food stamp households are permitted to own a vehicle 
with a fair market value under $4,600. This amount is scheduled 
to increase to $5,000 in FY97 and index each fiscal year 
thereafter. The Oregon waiver would increase the limit to $9,000



and would move to an equity basis rather than a fair market value 
basis. (On an equity basis, a low-income household with a 
$20,000 car and an outstanding $11,000 loan on the car would 
qualify for food stamps.) The Oregon AFDC waiver would increase 
the limit to $9,000 on an equity basis; the food stamp waiver 
would raise it for the non-AFDC caseload as well.

USDA and 0MB recommend disapproval of this component of the 
waiver for the following reasons:

Cost Neutrality: USDA estimates this component of the
Oregon waiver would cost the food stamp program 
approximately $3 million per year. Food Stamp benefits are 
financed entirely by federal monies. While similar waivers 
have been granted to other states (Florida, Iowa, Michigan, 
Ohio, North Dakota) it has always been in the context of 
cost neutrality i.e., the State has offered some sort of 
reduction in federal costs in order to offset the cost of 
the expansion. Oregon has not provided such an offset. 
Granting the Oregon waiver would establish a difficult 
precedent to ignore in the future. For example, California 
has recently applied for a similar food stamp waiver on the 
vehicle asset limitation which would cost in excess of $5 
million per year. If the Oregon waiver were granted for all 
States, the cost would be $265 million per year or a cost of 
51.3 billion over five years.

Interactions with Welfare Reform: The Administration's 
welfare reform bill would actually lower the vehicle asset 
limitation as a welfare reform savings proposal. The 
proposal would eliminate the scheduled expansion to $5,000 
and simply allow the limit to increase each fiscal year with 
the CPI. The Oregon waiver is inconsistent with this 
proposal. In addition, if Oregon and other States are 
permitted to waive the current rules, CBO would have to 
lower the savings from this $360 million proposal (the HR4 
version of the vehicle asset cap would save $950 million).

One of the single most egregious provisions in the 
Conference Welfare Bill is a proposal to cap federal 
spending on the Food Stamp Program. The Republicans have 
consistently argued that the program is growing out of 
control and that spending must be reigned in. The



Administration has fought hard against this spending cap 
proposal and appears to have made some progress with regards 
to the National Governors's Association's proposal.
Granting the Oregon Food Stamp waiver, thereby increasing 
spending administratively, would only provide the 
Republicans with further ammunition to support the annual 
spending cap on food stamps.

Alternative: Oregon's request is a simple expansion the
federal food stamp rules intended to allow more households 
on the rolls. It does not apply to AFDC households, nor 
does it test an innovative approach to move individuals to 
work. Essentially, the waiver is tantamount to an interest 
free loan from the Federal government to the State. If 
Oregon desires to supplement federal food stamp benefits 
with State monies, USDA is willing to explore with the State 
how best to put such a plan into operation. This approach 
seems more reasonable than granting Oregon a waiver 
condition upon cost neutrality when USDA knows the waiver 
will exceed cost neutrality. Any agreement would have to 
ensure adequate measurement, a guaranteed pay back dollar 
for dollar and a payback pending Administrative appeals.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D. C. 20503

March 11, 1996

MEMORANDUM FOR CTUIOL RASCO
ELAINE KAMARCK

From:

Subject:

/

Ken Apfel

The Oregon Waiver Proposal

Cost neutrality -- based on random assignment control group 
analysis -- is an essential part of the welfare waiver process. 
These well-developed procedures simplify and speed waiver 
approval. They also protect the Administration from charges of 
expanding welfare through waivers. As a result, I strongly 
oppose modifying cost neutrality provisions that are now in place 
in 37 States. Having said that, I would be willing to consider 
special treatment for Oregon if -- and only if -- all other 
players in HHS, USDA, and the EXOP agree that special treatment 
for Oregon will HOT be considered a precedent for any other 
States.

As you know. Senator Hatfield has included a rider in the Senate 
omnibus appropriations bill that approves the Oregon waiver 
request. That provision would guarantee Oregon the 1994 level of 
funding for AFDC and AFDC-related Pood Stamp, and is ^^imated to
score_JlijTilliipn,_ilL..19-96,.and.^$J2 0 min Frankly;"i 
think it is a better result to have Congress override us than for 
the Administration to compromise cost neutrality in welfare 
waivers.

A
1,

Discussions between HHS and Oregon have made it clear that the 
real issue is money, not quality control and research design.
A.CF has suggested an approach that gives Oregon "bonus" APDC 
funding to the extent their average spending change over the two 
preceding years is lower than the national average. We could 
expect this approach to cost at least $10 million the first two 
years of the waiver -- and substantially more if Oregon decides 
to restrain or lower AFDC payment levels. (Reduced benefits 
would increase Food Stamp costs.)
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This approach could be very expensive if applied generally. Each 
year, we can expect half the States to beat the national average 
in terms of caseload changes -- and ACF's recommended approach 
allows Oregon to drop out of the waiver if they have adverse 
caseload changes. We must all agree that special treatment of 
Oregon would be a one-time event, based on the MOU they already • 
have signed on Oregon Options. We must also agree that if any 
other State requests a similar MOU, the MOU must be written such 
that it anticipates standard cost neutrality provisions for any 
AFDC/Food Stamp waiver. If we can come to agreement on these 
issues, I will not oppose funding AFDC/Oregon in the manner 
suggested by ACF. If, instead, Oregon is the new benchmark for 
waivers, then I see no way that 0MB could agree to such an 
approach. Let's talk as soon as possible on this issue.
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EXECUTIVE OFFICE OF THE PRESIDENT

Office of Management and Budget 
Program Associate Director for Human Resources \ 

260 Old Executive Office Building 

Washington, DC 20503

Fax#: 395-5730 Phone #: 395-4844

FACSIMILE COVER SHEET

DATE:

TO:

03/12/96

Carol Rasco 

Elaine Kamarck

Number of pages (including cover sheet): 3

FROM: Ken Apfel

Attached please find Oregon Waiver Proposal memorandum. 

Hard copy is in inside mail.
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EXECUTIVE OFFICE OF THE PRESIDENT

22-Mar-1996 05;42pm

TO: FORTUNAD

FROM: MKingl

SUBJECT: Re: Oregon welfare waiver

I've spoken with ACF regarding 0MB and the Food Stamp issue. They state that 
the FS part of the waiver has been spun off and will be completed at a later 
date as a separate waiver. The State is OK with that.

At this point we've pushed back the release till Tuesday early afternoon.

Do you know of any other conflict?

Thanks and have a great weekend.



yvette;_omb and acf wanted to do adc waivers; fns wants to do
wage suppl w/fs as source;
2 other issues: omb won't approve
1. exclude car; want to do w/hshlds that aren't afdc;these are 
already wkg fams; $3m for Oregon; no offsets; need algo from 
aware of issue; haven't told them no; her staff
2. QC: reduce sample size to 1/4 and not look at anything but 
income or resources;
national error rate goes down toilet
hhs may be diff bee. they have no sanctions, whereas fns does
John M: state could pay for it
Keith:
AFDC: what did hhs agree to on afdc;

proposing to ditch inflation allowance 
QC: error rate in fs 10%, vs afdc 6%; states less careful

above goals in fs, not afdc; no better than average 
in practice, penalties not enforced, more in acf; fs allows for 
reinvestment of penalties; not many people;
big diff is 100% federal share, fewer incentives; people who 
don't work are easier to keep track of than those who work;
Other than income, resources, shelter costs, utilities, child 
care; spending as well as income/assets; different structure;

JohnM: talked to Gibson; JM told him separate track, MG sd hate 
to have dangling, thought day or two;

Gibson: hhs done; final outst issues are ag: qc: tent agreement; 
vehicle limit: still an issue: trying to push people to work and 
then spt in workplc;
afdc agreed to $9k equity; fs is $4,500 mkt value (same as 
current law) ; compromise they want $9,000 mkt value; would limit 
to JOBS program grads; just put on table this a.m.;

Rolston: state legislature/ advocate proposal
QC: new state proposal: limit to joint cases; told Minnich/Neely
that go ahead w/o fs; but today state said try to settle fs; 
VEHICLE: states says would pay for Itself thru
let them get behind; and pay it back; rhetoric on npa caseload: 
PAY FOR IT; why not? ask Keith; experimental and control group; 
Yvette from Howard:
to Minnich: will live w/our position on qc; want badly vehicle 
stuff on transition; understand cost neutrality; want option of 
control gp; pay us back after 1 year if there's a cost; then 
decide whether to drop or do it again
Ken; never pay us; put in language that continuation is 
contingent on their paying us 
Howard;
have solution acc. to all? talked to state this a.m., USDA OK, 
talked to OMB, ok w/staff level; working w/fs on drafting; will 
go to omb in semi-final by 5p.m., will give stacy heads up soon; 
fs: could send to state w/extreme qualifiers, since omb not 
hostile to the approach;
Keith; worked out w/fes a cost neutral pkg; no qc, trans vehicle; 

hopes lang in am
Yvette: counter suggestion; state says may have increase first
year and then go down; more leeway? worked out idea; year 1, pay 
50% and waive balance; year 2: 75%, year 3 pay it all
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OFFICE OF INTERGOVERNMENTAL AFFAIRS 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 
200 Independence Avenue. SW 
Room 630F
Washington, DC 20201

FAX COVER SHEET

- SlWlctf

DATE

: 'h'^'luncK. PHONE:
FAX:

FROM: John Monahan
Director

PHONE: (202)690-6060 
FAX: (202) 690-5672

RE:

CC:

Number of pages including cover sheet: 

Message:
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Wi TWESECRSTARVOP MCACTH AMrkhlUUAN VBVirFC 
WASMIMSTON. o.e. foiei

Th« Honerabld Mark Hatfield 
ctialraan
committee on Appropriations 
United States senate 
Washington, DC 20510

Dear Mr. Chairman:
I am pleased to inform you that an agreement has been reached 
between Department of Health and Human Services officials and the 
State of Oregon on the key issues that would allow the State to 
implement the Oregon Option welfare reform demonstration for 
AFOC, JOBS« and related HHS programs, including issues pertaining 
to federal funding. The unigueness of Oregon's ^oposal in the 
context of the Administration's Memoremdum of Understanding with 
the State warrants a apaoial approach, to be applied only in 
Oregon, to carrying out this demonstration. You have my 
eomnitment that I officially will grant the waiver as soon as HHS 
staff and State staff can finalize the details of an agreement.
Oregon and HHS staff together have crafted an agreement that 
demonstrates a solid partnership for testing new approaches to 
welfare reform. This agreement focuses on achieving important 
outcome-based benchmarks for helping families move from welfare 
to work and reducing child poverty.

Sincerely,

Donna S. Shalala

20-d 2i9S0696 UOdd 60:60 9KX-SI-aUUJ
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THE SeCKETAR V OP MCALTH ANO HUMAN SCftVtCCS 
wasmimcton. a.c. a«aoi

/-w? '4 f99S

The Honorable Ron Wyden 
United states Senate 
Washington, DC 20Sio
Dear Senator vyden:
I am pleased to inform you that an agreement has been reached 
between Department of Health and Human Services officials and the 
State of Oregon on the key Issues that would allow the state to 
implement the Oregon Option welfare reform demonstration for 
A?OC, JOBS, and related RH6 programs, including issues pertaining 
to federal funding. The uniqueness of Oregon's proposal in the 
context of the Administration's Memorandum of Understanding with 
the State warrants a special approach, to be applied only in 
Oregon, to carrying out this demonstration. You have my 
commitment that I officially will grant the waiver as soon as HHS 
staff and State staff can finalize the details of an agreement.
Oregon and HHS staff together have crafted an agreement that 
demonstrates a solid partnership for testing new approaches to welfare reform. This agreement focuses on achieving important 
outocme-based benchmarks for helping families move from welfare 
to work and reducing child poverty.

Sincerely,
n:

Donna E. Shalala

£0'd 2i9S0696 uoad 0T9ssT-sT-yyw

TOTfiL P.03
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FACSIMILE TRANSMISSION

ADMINISTRATION FOR CfflLDREN AND FAMILIES 

OFFICE OF THE DEPUTY ASSISTANT SECRETARY 

FOR POUCY AND EXTERNAL AFFAIRS 

370 L’ENFANT PROMENADE, S.W. 
WASHINGTON, D.C. 20447

DATE;
TO: ^ /
Name:
Organization:
Telephone:
Fax: ^
Number of Pages (excluding cover): oL^

FROM;

Name: Ann Rosewater
Deputy Assistant Secretary 

for Policy and External Affairs

Telephone: (202) 401-5180
Fax: (202) 205-3848

MESSAGE ’ ^jhA£ rs dysdj' UAi^ULiive
/e.c^ a us,>^ -fr' H^^eU}
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DRAFT
OREGON OPTIONS - draft legislative language

The Oregon Option welfare reform demonstration is part of a 
unique Federal/State partnership negotiated under a Memorandum of 
Understanding to provide the State flexibility to better serve 
low income families. It includes as one of its primary goals 
making families more self-sufficient by moving them from welfare 
to work. In carrying out this ambitious effort, Oregon plans to 
measure the efforts of this program on a broad range of outcomes, 
including reduced caseloads, increased work by welfare recipients 
and reduced child poverty.
The Secretaries of the Department of Health and Human Services 
and the Department of Agriculture will approve waivers under 
section 1115 of the Social Security Act and 17(b) of the Food 
Stamp Act to allow the State of Oregon to operate a welfare 
reform demonstration titled Oregon Option, as submitted to the 
Department on July 3, 1994, provided that in approving waivers 
for the demonstration:

1)

2)

3)

7

waivers shall be granted only to the extent they are 
consistent with section 1115(a)(1) and (2) of the Social 
Security Act and section 17(b) of the Food Stamp Act;

a waiver shall not be provided to discontinue the Statens 
program of aid to families with dependent children of 
unemployed parents for the months of June, July, August and 
September;

^"an impact evaluation of the demonstration shall be conducted 
/ based on a random assignment of individuals, including a 
' minimum of 1,000 AFDC cases and 400 non-Public Assistance 

Food Stamp cases each being assigned to an experimental 
group subject to the waiver provisions of Oregon Option and 

V_a control group subject to regular program rules;

the impact evaluation shall cover a period of at least 3 
years from initial random assignment, after which the 
research group may, at the State's request, be terminated 
and control group case subject to Oregon Option if the State 
demonstrates, to the satisfaction of the Departments, the 
following:

(a) demonstration impacts have been largely and 
substantially positive, are statistically significant, 
and will most likely continue to remain positive;

(b) a process analysis has shown that the demonstration has 
been implemented in a timely manner so that the impact 
analysis discussed above reflects enough experience 
with the treatment to allow the Departments to be 
confident that any negative impacts that might have 
occurred during the demonstration would have been 
evident at the time of the analysis; and
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(c) the State has established outcome-based performance
measures that have been shown, through comparison with 
the experimental impact data, to be effective proxy 
measures of the impacts of the demonstration on 
important outcome variables. In consultation with the 
Department, the State will develop performance 
standards based on these measures.

A waiver of quality control will not be provided, however 
the state and the Departments shall mutually agree upon 
modification to the system linked to the establishment and 
achievement of benchmarks (payments otherwise due the 
Secretary under section 408(f) shall instead be re-invested 
by the State in improved operations of the demonstration) ;

The State shall be allowed to draw down additional matching 
funds at a 50 percent match rate under title IV-A for child 
care and work programs up to a cap mutually agreed to by the 
Department of Health and Human Services and the State that 
is based on: 1) the extent to which (a) AFDC benefits and
child care costs made under section 402(g)(1)(A)(i) and (ii) 
of the Social Security Act in Oregon are reduced as compared 
to the nation as a whole; and 2) whether Oregon meets 
specified benchmarks as measured by key program indicators.
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The Honorable Mark Hatfield 
Chairman
committee on Appropriations 
United States Senate 
Washington, DC

Dear Mr. Chairman:

I am pleased to inform you that an agreement in principle has 
been reached between Department of Health and Human Services 
officials and the State of Oregon on the key issues that would 
allow the State to implement the Oregon option welfare reform 
demonstration, including issues pertaining to federal funding.
The uniqueness of Oregon's proposal in the context of the 
Administration's Memorandum of Understanding with the State 
warrants a special approach to carry'’ing out this demonstration. 
You have my commitment that I will officially grant the waiver as 
soon as HHS staff and State staff can finalize the details of an 
agreement.
Oregon and HHS staff together have crafted an agreement that 
demonstrates a solid partnership for testing new approaches to 
welfare reform. This agreement focuses on achieving important 
outcome-based benchmarks tor helping families move from welfare 
to work and reducing child poverty.

Sincerely,

Donna E. Shalala



Monahan called Howard R;
want to keep $ even if money down; invest in prevention 
trick was : control gp vs exper gp

that's cost neutr issue?

if oreg saying not cost neutral, that is news;

MJB to KA: okif no precedent; as long as
ken said this am what carol said; structured whole negot around 3 
pieces to trade off;

proposing to structure ; would be cost neutral in ma world, but 
do different; $7m in 96;

wants to do this deal;

commit to do better than nat'l ave; as part of that, can keep 
savings; in day care and put in svs

qc and eval resolved;



EXECUTIVE OFFICE 0 F THE PRESIDENT

14-Mar-1996 02:32pm

TO:
TO:
TO:

FROM:

Diana M. Fortuna 
Elaine C. Kamarck 
Kenneth S. Apfel

Carol H. Rasco 
Domestic Policy Council

SUBJECT: Oregon

FYI:

Alice and I have just talked about this waiver and the need for 
the letter written to Oregon to be very Oregon specific to give us 
as much protection as possible. I am calling Kevin Thurm now to 
tell him that the three of you must be in the loop and not at the 
11th hour this time on how that wording is to be done.

sigh.
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EXECUTIVE OFFICE OF THE PRESIDENT

27-Feb-1996 07:08pm

TO: CN=Elaine C. Kamarck/0=0VP

FROM: Carol H. Rasco
Domestic Policy Council

CC: F0RTUNA_D
CC: Beverly Godwin

SUBJECT: RE: Oregon discussion

I'll be thinking on the remarks...! think we will need a strong 
statement about fact we KNOW they are different due to MOU but we 
also know that all states have wanted these kinds of things in a 
waiver and us simply saying the MOU makes it different won't hold 
water with many other states.

If this needs to be Friday afternoon I can get on phone hopefully 
from Florida, Pat knows where I will be and I will be checking 
email while gone (I leave at noon or so tomorrow); if on Monday 
Pat can work with you on a time.

Thanks.



EXECUTIVE OFFICE OF THE PRESIDENT

27-Feb-1996 06:56pm

TO:
TO:
TO:

FROM:

RASCOC 
FORTUNAD 
Beverly Godwin

CN=Elaine C. Kamarck/0=0VP

SUBJECT: Oregon discussion

Message Creation Date was at 27-FEB-1996 18:57:00

Carol and I spoke briefly after the meeting. Let's try this out as a next step:
1) Schedule a conference call with Governor Kitzhaber and Jean Thorne 

for Friday afternoon or Monday.
2) Convey the following message: - we met with HHS and Food Stamp 

folks; they have some legitimate concerns which we share, about the precedent 
setting nature of these waivers for states that are not in Oregon's league.
HHS geems willing to offer an unprecedented degree of flexibility in the QC 
design and process for Oregon alone -- would that suffice? On the evaluation 
issue, they claim that the control group can be as small as 1000 people. This 
doesn't seem like it should prevent a large scale transformation if the system 
is 20,000 to 30,000. Did they understand this?

3) If these two offers are still not satisfactory - can they think of 
any ways that we could deliver what Oregon wants while building a "fire wall" 
around them so that HHS can truly differentiate their treatment of ORegon from 
their treatment of other states?

4) Please feel free to edit, improve, change these remarks. Let's all 
agree on the content of the call before we schedule it. Thanks.



United States 
Department of 
Agriculture

Food and
Consumer
Service

3101 Park Center Drive 
Alexandria, VA 
22302-1500

FEB 2 0 1996

Mr. Gary Weeks 
Director
Oregon Department of Human Resources 
500 Summer Street, N.E.
Salem, Oregon 97310-1012

Dear Mr. Weeks:

The purpose of this letter is to inform you of the current status of your agency’s Food 
Stamp Program waiver requests, which were submitted in conjunction widi Oregon’s welfare 
reform proposal, the “Oregon Option.” The requests involve a change in the calculation of 
the Federal funding formula for food stamps, an addition to the vehicle resource exclusion, 
and relaxing Federal Quality Control (QC) requirements. They were submitted subsequent to 
your original waiver application, under section 1115 of the Social Security Act, dated July 3, 
1995.

Our waiver authority does not allow the funding arrangement that you have proposed. 
Congress appropriates funds to redeem Food Stamp Program benefits and to support the 
direct costs of delivering these benefits. We have no appropriated monies that can be given 
to the State in lieu of avoided program costs. Our funding authority is tied to increasing the 
purchasing power of low-income households to permit them to obtain a more nutritious diet. 
Similarly, our waiver authority is tied to testing changes aimed at improving the effectiveness 
and administration of the Food Stamp Program. We do not believe that the funding waiver 
requested meets this test.

Likewise, we cannot approve your proposal to eliminate the QC system. Program 
integrity needs to be a part of welfare reform efforts. The potential impact of even relatively 
minor changes in the error rate—as a result of Oregon’s welfare reform efforts—can be 
significant because the State’s annual food stamp issuance is so large. However, we would 
not be able to determine that impact without a valid measurement system. Additionally, 
relaxing QC requirements for Oregon could send the message to other States that we are 
placing less emphasis on national error reduction in the Food Stamp Program. Finally, we 
believe that, because the payment accuracy measurement system is based on a national 
average, it is imperative to measure payment accuracy in all States.



Mr. Gary Weeks 2

We will continue to review your original request to expand statewide the food stamp 
waivers granted for the JOBS Plus Program. Additionally, we will consider your request to 
add to the current list of vehicles excluded from resource consideration one licensed vehicle 
per household if its equity value does not exceed $9,000. Your agency initially submitted 
this waiver request in October 1994, as part of its “Increased AFDC Motor Vehicle Limit 
Demonstration” proposal. We asked that the State design an adequate evaluation plan; one 
that included a reliable method for measuring the success or failure of the project, and for 
determining cost neutrality.

Currently, we are working with the Department of Health and Human Services 
(DHHS) to resolve several issues that impede the approval process for the “Oregon Option” 
proposal, most notably the State’s evaluation design. We will inform you of our decision on 
your requests under consideration when a satisfactory agreement is reached. If you or your 
staff have questions concerning the status of your proposal, or require further information, 
do not hesitate to call.

Sincerely,

Yvette S. Jackson
Deputy Administrator 

Food Stamp Program

cc: lana Fortuna, The White House
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AOMlNtSTRATION FOft CHILDREN AND FaMJI 
Office of th» Assistani Secretaiy, Suite 600 
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Washington. D.C. 20447

January 26, 1996

Mr. Gary Meeks 
Director
Oregon Oopartment of Human Resources 
500 Summer street N£
Salem, Oregon 97310-1012

Dear Hr. Weeks:

Thank you for your letter of November 16, 1995, concerning the 
status of the Oregon Option waiver proposal and expressing your 
readiness to move forward if there la a possibility of resolving 
the remaining issues. You-list five areas of disagreement and 
ask whether I believe it would be possible for us to reach some 
agreement on these issues. I will address each issue in turn.

Cl) The block grant approach. The state originally proposed to 
calculate the federal funding level of AFDC, JOBS, and AFDC- 
related Food Stamps for FFY 1994 and have that annual level 
of funding guaranteed for the life of the demonstration, in 
effect creating a federal block grant for the demonstration. 
Under this approach, any savings the state achieved could be 
directly reinvested into other demonstration-related 
activities, with no additional state fimding required. As 
we mentioned in earlier correspondence, ve have two problems 
with this proposal. First, we set cost neutrality using a 
cost baseline that reflects economic changes and population 
shifts, rather than using a fixed base year. And second, 
legally our only mechanism for making up savings (i.e., for 
providing federal funds up to the baseline when the state's 
spending is below the baseline) is through matching costs 
that arc not otherwise matchable, generally at 50 percent. 
Therefore, the state will have to provide matching funds in 
order, to get the additional federal funds. Some of these 
funds could, however, be for currently unmatchable 
demonstration-related expenditures that the state would make 
even in the absence of demonstration savings, such as JOBS 
program costs above the federal funding cap. Since Oregon 
has a histo^ of substantially spending above the JOBS cap, 
the availability of federal funds for these expenditures 
would effectively provide savings to the state.

(2) Quality eoatxol. While we cannot waive sanction penalties 
or the quality control system, we may have some flexibility 
within the statute in terms of the level of effort needed to 
comply with quality control requirements. It is my
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Page 2 - Hr. Gary Weeks
understanding that Oregon and ACF's Quality Control staff 
have had extensive discussions regarding these reguireanents, 
and were close to reaching an agreeaent at the time you 
submitted your waiver request. The most promising way to 
make progress in this area would be to pursue those 
discussions.

(3) RaadoB assigameat requirements for evaluation. We have 
suggested an approach that uses random assignment only in a 
limited geographic area and for only a limited time. This 
approach minimises the size of the control group while 
maintaining the needed rigor for evaluation in a statewide 
demonstration. We can understand your desire not to operate 
two programs concurrently. Nonetheless, our e:^erience with 
non-experimental research designs strongly indicates that • 
they are inadequate for measuring program impacts and cost 
neutrality. We are, however, prepared to discuss any 
alternative approaches to evaluation and cost neutrality 
that you may propose.

(4) gOBS partieipatloa rates for APDC-OP recipients. We do not 
have the legal authority to waive the JOBS participation 
requirements to allow job search or job preparation to count 
in the participation rate calculation. The state can, 
however, count employment in an unsubsidized job as 
participation under these requirements.

(5) The remoteness exemption. As we have said in earlier 
correspondence with DHR staff, the remoteness exemption is 
waivable, but only to the extent that the policy put in 
place conforms with the restrictions on xinreasonable travel 
in S484 of the Social Security Act, which is not waivable- 
As defined, in regulations, this generally means that the 
state cannot require more than two hours' total daily 
commuting time between the participant's home and the 
program activity site to which the participant is assigned,

I appreciate your efforts at welfare reform and I look forward to
continuing to work with you on this important effort.

Sincerely,

<7 0
wary Jo Bane 
Assistant Secretary

for Children and Families

cc: Steve Henigson
ACF Regional Administrator 
Region X

TOiriL P.03



THE WHITE HOUSE
WASH INGTON

February 26, 1996 

MEMORANDUM FOR LEON PANETTA

FROM:

SUBJECT:

Diana Fortuna 
Domestic Policy Council

Pending Oregon Waivers and "Oregon Option"

This is to update you on Oregon's two pending waiver requests and 
their relation to the "Oregon Option," especially in light of 
Governor Kitzhaber's concerns about HHS's review process. Last 
week, Elaine Karaarck and I met with Oregon officials to hear 
their complaints, and we agreed to follow up with HHS. Carol 
Rasco and Elaine Kamarck are meeting with HHS and USDA officials 
tomorrow to discuss this further.

Oregon's waivers, which have been pending since last summer, 
should be viewed in light of the Oregon Option, a memorandum of 
understanding between Oregon and the Federal government signed by 
the Vice-President and several Cabinet secretaries in December 
1994. Under the Oregon Option, we agreed to test a new, more 
flexible approach to service delivery based on outcomes rather 
than process. No other state has such an agreement with the 
Federal government. Governor Kitzhaber's complaint is that HHS 
is reviewing the state's waiver requests as if this agreement did 
not exist. It does appear that HHS has not adjusted its review 
process in light of this MOU.

Medicaid Waiver: This issue should be resolved in a few days.
Oregon already has a Federal waiver that allows the state to save 
money through a system many characterize as rationing, and to use 
the savings to add people to the Medicaid rolls. Fiscal problems 
have led the state to ask permission to impose premiums on those 
newly eligible for Medicaid, ranging from $7 per month for those 
with virtually no income to $28 per month at 80-100% of the 
poverty level. HHS has had serious concerns about Oregon's plan 
to drop people from the rolls if they are unable to pay.
However, HHS and the state are close to an agreement on a plan 
that would exempt a few groups from the premiums (the homeless, 
crime victims). This is the first time HHS will have agreed to 
drop people from the Medicaid program for failure to pay 
premiums.

Welfare Waiver: This is the more difficult issue. The state's
request resembles other welfare waivers in that it requires 
recipients to work, puts time limits on benefits, and allows 
recipients to keep more income and assets as an incentive to 
work. The controversy comes from Oregon's request to be free 
from two restrictions that HHS does not waive.
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First, the state wants its workers to stop focusing on error 
rates in determining eligibility and to focus instead on getting 
jobs for welfare recipients and preventing people from coming on 
the rolls. HHS's Administration on Children and Families 
responds that there are limits on their waiver authority in this 
area, but it is not clear how much energy and creativity they are 
bringing to the task of devising alternatives. (Senator Hatfield 
has expressed an interest in adding to the next CR any 
legislative changes that Oregon requires.)

Second, the state wants to make these changes state-wide, but ACF 
insists that the project be evaluated with a control group. This 
is not a statutory constraint, but one that Mary Jo Bane has long 
held is essential to the research nature of 1115 waivers.
However, HCFA decided to drop this requirement for the Medicaid 
program at the beginning of this Administration and to allow 
states to use other methods of evaluation.

Incidentally, the state is also seeking a food stamp waiver from 
the Department of Agriculture as part of the welfare waiver. 
USDA's method of evaluating the waiver request appears, if 
anything, more bureaucratic than HHS's.

cc: Carol Rasco
Elaine Kamarck 
Marcia Hale 
Alice Rivlin 
Bruce Reed



2/22/96

TO: Elaine Kamarck
Bev Godwin

FR: Diana Fortuna

Take a look at this. This is probably the toughest agency of 
all ;-^Perhaps we should have them all in to ask them how they 
have itaplemented their half of the MOU.

< i



2/22/95

Oregon; Rosewater met today

Jean Thorne, Weeks, Hatfield office, Wexler

QC: coming to some kind of QA approach

Eval: parallel approaches for a few years, then determine how 
successful new approach is; potentially convert then;

need to understand impacts, not just outcomes; knowing why 
something happened

block grant: Or wants to be able to hold on to investments even 
if they reduce caseload; use $ to focus on those at risk of 
welfare;



EXECUTIVE OFFICE OF THE PRESIDENT

25-Feb-1996 02:33pm

TO: (See Below)

FROM: Carol H. Rasco
Domestic Policy Council

SUBJECT: Oregon

Got your note with copy of fax to Leon from Gov. K. of Oregon.

I had it sent to Diana Fortuna on Saturday a.m. as I was leaving 
for Connecticut with VP. I know Diana had discussions with folks 
from Oregon last week along with Rego folks re: the welfare 
waiver.

I am asking Diana to get memo to Leon by cob Monday re: the two 
waivers and what we are doing to push them ahead. We'll know then 
if Leon or I need to intervene further with HHS.

Thanks.

Distribution:

TO: Jennifer Palmieri

CC: Diana M. Fortuna
CC: Gaynor R. McCown
CC: Marcia L. Hale
CC: John B. Emerson
CC: R. Lawton Jordan III



xQC; coming to some kind of QA approach

Eval: parallel approaches for a few years, then determine how 
successful new approach is; potentially convert then; 
need to understand impacts, not just outcomes; knowing why 
something happened

block grant: OR wants to be able to hold on to investments even 
if they reduce caseload; use $ to focus on those at risk of 
welfare;

Sen. Hatfield willing to do statut changes in CR;

QC: limited, to focus on getting work; statut probs?

2. on health, rather than focus on elig, can use staff to gather 
mgt info; hypo error rate

yes, could be more mistakes, as people move tow. elig; let's 
agree to focus on 4 upfront that are most sensitive; acf still 
wants to look behind at all

Issue 1 OK, use other state funds;



14 Si5(J. 21 n. [f the Secretary fails to approve the appli-

15 cation for waivers related to the Oregon Option, a com-

16 prehensive strategy to transform welfare into a net^vo^k

17 of services to help recipients move quickly to employment,

18 a request under section 1116 of the Social Security Act

19 submitted by the Oregon Department of Human Services

20 on July 3, 1995, by the date of enactment of this Act,

21 notwithstanding the Secretary's authority to approve the

22 application under such section, the application shall l)c

23 deemed approved.

24 This title may be cited as the “Department of Health

25 and Human Services Appropriations Act, 1996”
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deems waiver approved;

24 hours they will try to reach agreement; may try to narrow 
legislative fix



EXECUTIVE OFFICE OF THE PRESIDENT

06-Mar-1996 12;50pm

TO:
TO;

FROM:

Elaine_C._Kamarck_at_EOP__OVP
rascoc
Beverly.Godwin

CC: fortunad

SUBJECT; Oregon Option

Jean Logan is out in Oregon now for meetings on the Natural Resources 
Partnership with Oregon, Washington, and Connecticut. She called this 
morning to report that in a big meeting she was in this morning where 
she was giving Administration support there was a lot of whining -- 
particularly by Jean Thorne and Gary Weeks (both of whom Elaine, Diana 
Fortuna and I met with). They were saying things like "If this is 
such a big priority of the Administration, we really need to see some 
action/movement on things like the welfare reform waiver ..."

What has happened on that? Has the call(s) to Governor/others taken 
place? What was gyst of them?



EXECUTIVE OFFICE OF THE PRESIDENT

07-Mar-1996 09:34am

TO: Diana M. Fortuna

FROM: Carol H. Rasco
Domestic Policy Council

CC: Patricia E. Romani

SUBJECT: RE: Question on Oregon welfare waiver & Sen. Hatfield

No, I am not comfortable with the Admin, asking him to drop it 
because at this point I don't think the Admin, outside the White 
House has tried in true good faith to resolve the matter. 
Hopefully, HHS and USDA will get serious about resolving this in a 
way other than spending their time urging Hatfield to drop it.



EXECUTIVE OFFICE 0 F THE PRESIDENT

07-Mar-1996 09:31am

TO: Carol H. Rasco

FROM: Diana M. Fortuna
Domestic Policy Council

CC: Patricia E. Romani

SUBJECT: Question on Oregon welfare waiver & Sen. Hatfield

I am picking up the ball again with Elaine on the Oregon welfare 
waiver. You will recall we were planning to contact the state if 
we thought the 2-pager HHS sent us made sense. But I personally 
think it's hard to argue that it reflects the spirit of Oregon 
Option. I will handle all of this; I know you are out of pocket 
for the next few days.

Here is my question/news: Senator Hatfield is apparently serious
about putting legislation in the next CR or appropriations bills 
that would deem the waiver approved in full if HHS hasn't approved 
as of the date the bill is passed. The legislation could move 
quickly.

HHS's reaction to this is to say they will try for the next 24 
hours to resolve issues with the state but, if that fails, they 
would like to quietly talk to Hatfield to urge him to drop this.
It is a terrible precedent. On the other hand, I am concerned 
about what we are offering the state. Are you comfortable with 
the administration urging Hatfield to drop it?



E X E C U TIVE OFFICE

29-Feb-1996 i

TO: RASCO C
TO: F0RTUNA_D
TO: Elaine C. Kamarck
TO: mccown g

FROM: Beverly Godwin

SUBJECT: Re: Oregon discussion

Message Creation Date was at 29-FEB-1996 16:12:00 

New Text Item: Oregon discussion
I hear from my Oregon Option contacts that there has been some satisfactory 
resolution finally to the Medicaid premium issue in the Medicaid waiver, so 
that can be part of the conversation — l.e., we are glad we could finally 
resolve that and move on. [NOTE: From Oregon's perspective this has been going 
on since they first submitted waiver request in July, but they will be happy 
about final 
resolution.]

I agree that HHS seems to be willing to "give" a little on the quality control 
issue and it would be good to emphasize with Oregon that this is unprecedented 
so they are the first state. USDA seems a little less willing, but I saw as a 
possible bright light that USDA said whatever we do the two departments should 
be consistent. PArt of the conversation with Oregon then could be to let them 
know those two agencies will work together with Oregon to provide as much 
flexibility as possible while still maintaining "payment integrity". And that 
message will need to be reinforced to USDA and HHS. I think Oregon will be 
o.k. on this.

I am most worried about the control group issue. I think the approach you lay 
out is o.k. to start with, but I think Oregon will push on this, for example 
looking for alternatives like a systems change test or perhaps using another 
state as the control group.

I have to admit, I am skeptical about HHS' stance on this. Although HHS made 
some good arguments in the meeting, keep in mind there case is not real solid. 
HCFA approaches waivers one way; ACF another. I wonder what we have learned 
from these so called ACF "impact evaluations" over the last many years. My 
guess is, NOT MUCH. Here's why. Thirty-seven states have waivers since Pres. 
Clinton took office. They all have control groups. BUT, no state has made 
only one change. Every state welfare reform has a package of changes and 
required waivers in it. Therefore, the most you can say from a control group 
evaluation is that some package of changes had this or that impact. You still 
have no idea what pieces of that package (e.g., making teen mothers live at 
home with their parents; 2 year time limit on assistance; elimination of 100 
hour rule; requiring school attendance; sanctions; etc) had a positive, 
negative, or any effect. You don't really know what to replicate.

Having said that, however, the control group is the way HHS maintains cost 
neutrality. Based on the costs of the control group they project what costs



"would have been for the whole state in absence of waiver. Then they look at 
what the costs were for the non-control group. If state went over, they in 
theory owe the federal government money. I think we have only collected from 
one state (Washington state), but this still is a good cost neutrality 
enforcement. Yet, even though it is the way HHS has done cost neutrality on 
all waivers it is NOT the only way. What Oregon proposed is an alternative 
way, and in fact riskier to the STATE than the control group approach. Oregon 
offered to take a capped amount (i.e., get rid of the open ended entitlement) 
in exchange for the flexibility and to be accountable for outcomes. Not a bad 
deal for the federal government it seems to me. We could negotiate what that 
capped amount is. Would any other state want and be able to deliver on such a 
"deal" and therefore come back to renegotiate the control group issue. Many 
would not, and if others did -- so what? Is it such a bad way to go???

The Oregon welfare approach fits in exactly with the principles of the MOU 
signed for the Oregon Option. I do question somewhat whether we should be 
signing onto these partnerships if we cannot deliver on the real systems change 
issues.

Well, now that I have given you all my cautions and uneasiness, I do think HHS 
is really uneasy about opening up the control group issue again with all these 
states, so I think it's o.k. to try to get Oregon to agree to the proposal of a 
very small control group [HHS staff gave Oregon staff this option a long time 
ago but I don't know if the Governor knows that] or to ask them to come up with 
a creative solution that gives them what they want but also allows HHS to 
maintain the Integrity of a "control group".

Subject: Oregon discussion 
Author: Elaine C. Kamarck at OVPNOTES
Date: 2/27/96 6:57 PM

Reply Separator

Carol and I spoke briefly after the meeting. Let's try this out as a next step:
1) Schedule a conference call with Governor Kltzhaber and Jean Thorne for 
Friday afternoon or Monday.
2) Convey the following message: - we met with HHS and Food Stamp folks; they 
have some legitimate concerns which we share, about the precedent setting 
nature of these waivers for states that are not in Oregon's league. HHS seems 
willing to offer an unprecedented degree of flexibility in the QC design and 
process for Oregon alone -- would that suffice? On the evaluation issue, they 
claim that the control group can be as small as 1000 people. This doesn't seem 
like it should prevent a large scale transformation if the system is 20,000 to 
30,000. Did they understand this?
3) If these two offers are still not satisfactory - can they think of any ways 
that we could deliver what Oregon wants while building a "fire wall" around 
them so that HHS can truly differentiate their treatment of ORegon from their 
treatment of other states?
4) Please feel free to edit, improve, change these remarks. Let's all agree on 
the content of the call before we schedule it. Thanks.


