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MEDICAID Fop7ioN

Statement of Bruce C. Vladeck
Administrator, Health Care Financing Administration

Before the House Cornmerce Committee Subcommittee on Health
February 12, 1997

Overview: President’s FY1998 Budget Proposal

The President’s Budget Proposal for 1998 reflects the continuing commitment of this
Administration to assure high quality health care for Medicare and Medicaid beneficiaries while
working toward providing health carc coverage for all Americans. The President’s Medicaid
propossl guaranteas coverage for Medicaid beneficiaries, addresses the needs of States for greater
flexibility; and responsibly controls expenditures while investing wisely in expanded coverage,
especially for children! '

While reforming and streamlining Medicaid, the President’s plan saves 8 net $9 billion
over the next § years. This is achieved by limiting Federal spending on a per person basis and by
reducing and retargeting Disproportionate Share Hospital (DSH) payments to facilities that serve
large numbers of Medicaid and uninsured patients. The President’s Budget also includes several
Medicaid initiatives that address the health care needs of children and individuals adversely
affected by the new Temporary Assistance for Needy Families legislation. In addition, our new
Children’s Initiative would provide health insurance to as many as S million children who would
otherwise be uninsured or who are not now cnrolled in Medicaid.

Tn addition, the President’s plan provides States with much greater flexibility to develop
innovative and more ¢fficient health care delivery and payment systems. These proposals would
provide new opportunities for States to generate sdministrative and program savings and expand
health care coverage.

The Medicare provisions in the President’s Budget are part of an Bggressive strategy to
strengthen Medicare and modernize it for the 21st century. Our goal is to become a more prudent
purchaser of high quality heaith care that meets the needs of all of our beneficiaries, especially the
most vulnerable. Almost 75 percent of Medicare beneficiaries have incomes below $25,000, and
while the average American household spends 4 percent of its income on health care, elderly
Americans spend nearly 21 percent of their income on health care services. The President’s
proposal strengthens Medicare through structural reforms, operational modernization, greater
market responsiveness, and improved benefits.
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E IDP AM
1998 Budget Savings

During FY 1996, Federal Medicaid expenditures were 392 billion and helped pay for
services to nearly 37 million Medicaid beneficiaries. In the President’s 1998 Budge1 Proposal we
achieve gross savings of $22 billion over $ years, About $9 billion in savings over the next 5 years
will be used to reduce the budget deficit. Because recent Medicaid expenditures as well as those
projected over the next $ years have grown more slowly than expected, the $9 billion net savings
proposed in this budget is considerably lower than what was proposed during the last Congress.

Last year, there was actually 8 decline in Medicaid spending growth. The first chart shows
this decline. The 1996 growth in overall Medicaid expenditures was less than 4 percent, The
Administration now projects that Medicaid spending over the next 5 years will be at least 368
billion less than projected a year ago in the President's 1997 budger.

The main resson for this notable decline in the Medicaid growth rate is legislative changes
enacted in 1991 and 1993 limiting spending on Disproportionate Share Hospitals (DSH) and
putting restrictions on Federal matching on provider donations and taxes. These bipartisan
solutions to the problém of overuse of both DSH and provider donations and taxes in the late
1980s slowed the total expenditures growth from its all-time high of 31.7 percent in FY1991 to 2
6.4 percent level projected between 1998 and 2002, States have also contributed to lower growth
rates by using their new flexibility to contain costs.

Despite the reductions in the baseline, Medicaid savings ere still needed. Our experience
over the last § years shows how hard it is to make long term Medicaid spending projections. We
firmly believe that, as part of 8 balanced budget strategy, we must have a way to protect against
future growth in Medicaid expenditures.

In fact, we expect Medicaid growth rates to begin to increase again, beginning in 1998.
Under the Administration’s new baseline projections, the aggregate Medicaid growth rate would
be about 7.5 percent over the next S years. This is due to increases in the number of beneficiaries
served and medical price inflation, as well as a maturing of the managed care industry. CBO
estimates that betwean 1998 and 2002 the average growth rate in total Medicaid spending will be
approximately 8.1 percent.

Investments
Child Health

There are 10 million uninsured children in America today, & problem this Administration
intends to address. Uninsured children tend to fall into three categories: 1) those who are eligible

2
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for Medicaid but not enrolled: 2) so-called “gap” children whose family income is too high for
Medicaid eligibility but not enough to afford private insurance; and 3) those whose employer-
sponsored coverage is intermittent duc to fluctuations in their parents’ work status. The goal of
the President’s child health proposals is to begin to address the insurance and access needs of at
Jeast half of America’s uninsured children in the next 4 years. We have developed a multi-
dimensional approach to addressing this complex problem. The next chart shows the number of
children we expect to cover usiag both Medicaid and private sector insurance initistives. We will
finance the Medicaid expansions in these initiatives through Medicaid savings and the non-
Medicaid investments through savings achieved elsewhere in the President’s Budget.

We propose two Medicaid initiatives. First, we would guarantee at least 12 months of
continuous eligibility for children ages one and older once they have become eligible for Medicaid.
Many children currently have less than 2 year of Medicaid coverage cach year. This proposal is
especially beneficial to children with family incomes near the Medicaid eligibility income limit, If
States choose this program, over one million children, who otherwise would have been covered
intermirtently, would have continuous coverage for a full year. Second, we would reach out to an
estimated three million poor children who are currently eligible for Medicaid, but are not enrolled.
We would work actively with the states to identify and enroll them.

We also propose two approaches to expand private insurance coverage for children. First,
we will fund $750 million per year in partnership grants to States to Support programs to cover
children who are not now covered by Medicaid or health insurance or who have inadequate
coverage. This new program is expected to reach ] million currently uninsured children through a
variety of approaches that States have broad flexibility to design. An important component of this
proposal is the spillover effect on Medicaid enroliment -- we estimate outreach conducted as part
of this program will find as many as 400,000 children, who are eligible for Medicaid. Second, the
President’s Healthy Working Families initiative would provide up to 6 months of premium
assistance to workers who are between jobs, an injtiative expected to cover 3.3 million Americans
in 1998, including 700,000 children.

In addition, under a previously enacted phased- in expansion of coverage for children
between the ages of 14 and 18, we expect States will enroll an additional 250,000 low-income
children in each of the'next 4 years.

Welfare Reform Adjustments - /1

The recently enacted welfare legislation particularly affected children and immigrants.
Because of the historically close links between eligibility for cash assistance and eligibility for
medical assistance, 8 wide range of Medicaid issues need to be addressed as a result of the new
legistation. ‘ - '

3
i
3

The welfare legislation severed the link between the receipt of cash benefits under AFDC

3
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end automatic eligibility for Medicaid, but maintained the current Medicaid rules. States are
required o use the rules in place on July 16, 1996 to determine the Madicaid eligibility of AFDC-
related groups. However, several issues remain with respect to Medicaid, including assuring that:
cligible individuals continue to be enrolled; cligible disabled children do not lose Medicaid due to
the changed SSI childhood disability definition; and medical assistance continues to be available
for eligible legal immigrants.

The President’s 1998 Budget Proposal would invest in significant adjustments to the new
welfare rules to guarantee medical care for certain immigrants who lose health coverage as a
result of welfare reform. States would again be able to provide Medicaid coverage for legal
immigrants who qualify as SSI recipients who become disabled after entry into the United States.
Disabled immigrants and children would not be subject to the S-year Medicaid ban nor would
their sponsor’s income and assets have to be considered in determining their eligibility for
Medicaid. Refugees anid asylees, facing persecution in their own country, would receive additional
protection from the sponsor deeming rules.

We would invest additional dollars to retain Medicaid coverage for disabled children who
lose SSI cash bencfits as a result of the new childhood disability definition in the welfare reform
legislation. :

Last year’s welfare reform legislation provided for $500 million 10 help with the additional
administrative burden imposed on States by the need to maintain and operate two separate
eligibility processes. The law charged the Secretary with developing & plan for equitgble
distribution of this money, and we have worked with intergovernmental groups representing the
Governors, Legislatures, and State welfare and Medicaid agencies in determining the method and
factors to be used in allocating this money. We will soon publish a Federal Repister notice
proposing that each State receive a minimum base amount of $2 million and that the rest of the
funding be distributed based on State Medicaid administrative expenditures, State AFDC
caseload, SSI children in the State, and SSI immigrants in the State.

Per Capita Cip

The per capita cap establishes new accountability in spending growth per Medicaid
beneficiary while guaranteeing Federal matching funds for cligible individuals for a guaranteed set
of benefits and protecting States and beneficiaries during periods of economic recession and other
changes that may increase Medicaid rolls. :

We believe that the per capita cap as described below is the best way to achieve budgetary
discipline in the Medicaid program. The per capita cap is designed to maximize States’
responsiveness to the health care needs of their Medicaid populations while adapting to changing
economic circumstances. :

Certain aspects of Medicaid spending not tied to individual beneficiaries or not under
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direct control of the States would not be subject to the cap: vaccines for children, payments 10
Tndian health providers and the Indian Health Service, Disproportionate Share Hospitel (DSH)
payments, and Medicare premiums and cost sharing for dusl cligibles and qualified Medicare
beneficiaries (QMBs). On the other hand, Medicaid expenditures for services delivered under
Section 1115 demonstration waivers would be subject to the per capite cap.

The per capita cap is calculated based on an estimate of what spending would be if
spending growth per beneficiary were limited 10 & specified index. The cap applicable to a given
State in a given year would be an aggregate of the individual caps for four groups of beneficiaries
in the State: aged, disabled, adults in families with children, and children. The cap for each group
would be the product of: S _

- total State and federal spending in the previous year, including administrative costs, per

beneficiary in the group;

- the number of beneficiaries in the group for the current year,

- an inflation index; and :

- the federal matching rate. '

The spending for each of the four groups would be combined to establish the spending
limit for the State. Medicaid spending would grow in future years by an index factor. Each State
would be able to use savings from one group to support expenditures for other groups or 10
expand benefits or coverage. The Federal match would continue until the total capped amount for
the State is reached. -

Tt is clear that we would need the best possible data to implement a per capita cap
appropriately for each State. We would need to make some modifications to the existing data
reporting systems. For example, we would nced all States to participate in the Medicaid Statistical
Information System (MSI1S) program in which twenty-nine States now participate. MSIS permits
collection and analysis of person-basad data on eligibles, recipients, utilization and payment for
Medicaid services. This data is already extremely useful for State program management and
federal analysis end monitoring under current law and would be vital to successful implementation
of the per capita cap.’

Disproportionate Share Hospitals

As the final chart shows, Medicaid spending for disproportionate share hospitals increased
from well below $1 billion in 1988 to $10 billion by 1992. Laws cnacted in 1991 and 1993 have
slowed this growth; however, today’s Disproportionate Share Hospitals (DSH) program is still
too large. ’

A recent study by the Urban Institute of the Medicaid Disproportionate Share and Other
ial Finansi : in 39 States demonstrates that a significant number of Medicaid DSH
dollars are being spent at the State level without demonstrable benefit to Medicaid recipients or
reduction in uncompensated care. The Urban Institute found that even afier the implementation of
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the Disproportionate Share Hospitals program changes enacted in 1991 and 1993, “approximately
one-third of total DSH expenditures leave the health care system.” The Urban Institute study
asserted that these funds that "leave the health system" are used by States for other, non-healtb
related purposes. :

We propose to achieve two-thirds of our total Medicaid savings through reductions in the
Disproportionate Share Hospitals program. At the same time, we would retarget the funds to
providers that have a disproportionate share of low income patients. There would be reductions in
DSH spending for all States, including those States with DSH programs operating under Section
1115 demonstration waivers. :

The retargeting plan would protect institutions providing uncompensated care, such as
children’s hospitals and public hospitals. In consideration of the growing importance of
gmbulatory settings, we would allow States to target a portion of DSH funds to providers such as
ambulatory care centers, Rural Health Centers and Federally Qualified Health Centers.

State Flexibility

Under current law, States have considerable flexibility in managing their Medicaid
programs. A reflection of this flexibility is the fact that only 45 percent of program fundirg goes
toward mandatory services for mandatory eligibles. The other 55 percent is spent by the States
for services to individuals that they have chosen to include in their programs. We plan to further
enbance State flexibility while protecting beneficiaries and maintaining fiscal accountability.

The President's Budget climinates some current law restrictions on States’ ability to set
provider payments. The Budget would repeal the long-criticized Boren Amendment, which limits
the way States can set their provider reimbursement rates for hospitals and nursing homes. States
would be able 1o use a simplified public notice process for setting hospital and nursing home
payment rates. The Budget would also phase out in 1999 the requirement for cost-based
reimbursement for FQHCs and Rural Health Clinics; however, we will create additional flexibility
for States to use DSH funding for Federally Qualified Health Centers.

The President also proposes increased flexibility for Medicaid managed care programs.
Various provisions would eliminate the need for 8 waiver for mandatory managed care; replace
the 75/25 enroliment composition rule with enhenced quality monitoring systems; permit nominal
copayments for HMO enrollees; and require an actuarial review of the upper payment limit and
the soundness of capitation rates so that they will reflect historical managed care costs.

Another provision would increase States’ flexibility to cover people with incomes up to
150 percent of the Federa! poverty level. This proposal lets States cover new groups and employ
simplified eligibility rules without applying for a Federal waiver.

The President's Budget Proposal would also eliminate 2 number of unnecessary Q\J;)\
ON

Yo Y
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administrative requirements. We would replace the physician qualification requirements for
obstetrical and pediatric services with State certification of those providers. We would eliminate
what we have found to be unnecessary annual State reporting requirements regarding beneficiary
access to obstetricians and pediatricians as well as the requirement that States pay for private
health insurance ptemiums for Medicaid beneficiaries where cost-effective. States would be able
to use general performance parameters for electronic claims processing and information retrieval
systems instead of detailed Federal standards for computer systems design.

The budget balances these changes with a significantly improved quality assurance process
focusing on intemnal and external quality assurance mechanisms, clear and understandable
grievance processes, and ample public notice requirements.

H A M

(Appropriate sections of the cleared version of the Admiinistrator's February 13 testimony before
the Ways & Means Committee to be added here.]

CONCLUSION

We believe that the Administration’s proposals outlined above are the best way to work
toward our shared goals of providing access to quality health care for all Americans. For
Medicaid, the President’s 1998 Budget would continue the safety net protection for our most

~ vulnerable citizens, achieving savings through greater flexibility for States to run more efficient
Medicaid programs. The Medicare propossls would guarantee that the program continues 10 pay
for health care services for Americans who need them, that it is structured to provide the best
health care now and in the future, and that the nation continues to be able to afford it. T will be
pleased 10 answer any questions you may have on the President’s proposals.
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Children's Health Initiative
Potential Number of Children Covered by 2000

Healthy Working Families 200,57
Partnership Grants With States - Apuflien
Low-Income Adolescents

Aliow States to Implament 12-Month Eligibility

Medncand Outreach ;
Total: ~ 5 million

.tluputulicirullhlnﬂDh:n-nﬁhnﬁb-nclluulum
Hunu-lunalinlh.alauumﬂiiouvunuoasl:n-alohn.onnup-nuu:p-ﬂkunloltpnnrtnn.
Eiﬂnlllldﬂnnllulﬂlnﬂllﬂlﬂlplltlllﬂi!!!ipopdhﬂnnt



DSHSPEND.XLS

m.
;
;
g
T
L g o
. Mmuwmm & &
g3 5
g
[
A 5
>
3
g

(smoypq up) samapusdxy HSA (=3P

T6/61 "¢ T 30Y0:HON: VIOL0Z Q- T6T:0L BT:TT L6T-0T-€8F  ~



FEB-10-1997 12:19 T0:182 - D. FORTUNA - FROM:DADE, J. - R14/31

MEDICARE foeTyo N

Statement of Bruce C. Visdeck _
Administrator, Health Care Financiog Admiuistration :

House Ways snd Means Committee; Subcommittee on Health
February 13, 1997

INTRODUCTION

Mr. Cheirman, I am pleasad to have the apportunity to presant the Administration’s plan for
modernizing Medicare. 1am enthusiastic about the initiatives we have undertaken o ensure that
Madicare is strengthened for the 38 million Americans who depend upon lt, offers the besi possible
medical care, and enters the next century in robust condition.

' 1
The President’s Budpet reflects & broad strategy for reforming Medicare. It does not, howevy r,
srestructure” Medicare if restructuring is defined as shifting a higher proportion of the costs of the
program 1o beneficlaries. Nor do we propose 1o “reswructure” the program by limitmg the
government contribution to some arbitrary amount, shifting all financial risk to bencficiaries. We
think it in important to put & human face on the equation and to be fully aware of the serious imp
such proposals would have on Amaericans least able to bear these additionsl cost burdens.  Although
only 10-12% ol Medicase beneficlarics fall below the Federal poverty line, nearly 259 have Incomes
below $25,000, |[CHART #1 - INCOMES OF ELDERLY] An elderiy retires trying 10 make eqds
meet on $14,000 a year cannot afford to pay additional health care costs, when that person may be
ficed with s choice between medicine or 2 mesl. [CHART #2 - PROPORTION OR INCO
SPENT ON HEALTII] Recent data indicates that tho olderly slroady spend e formidable 21921;
their income on health care, compared 1o 8% spent by the non-slderly. It is clear ffom this data tbat
shifting costs to Madicare beneSciarics will have serious consequences.

Our goal at the Health Care Financing Adminigtration is twofold: with the President’s legisia
proposals, we will moderaize Medicare and extend the. Trust Fund solvency for the next desade,
which will contribute o reduction of the deficit. Through sound judgment and careful planning,

can guarantee that the Medicare program of the future will continue 1o provide the same protactions
to the elderly and disabled aa it dnan today.

_ 1
DRAFT /1007 FAOGDOCSHRARINAS\BUDGET2.TRS
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The President’s Budget modernizes Medicare and brings it into the tweaty-firat century throLsh
msjor structural changes in seven areas: Preventive Care; Beneficiary Protections; Program
Improvements, Modernizing Managed Care Choices; Prudent Purchasing; Integrated Qu?llty
Management; and Tmproving Accenn in Rural Areas. !

1+ PREVENTIVE CARE |
One of the core elements of our restructuring agenda is modernization of the Medicare progn!m‘s
preventive care. The cost-eSectiveness of illness prevention Is well-known; in the long tun,
preventive medicine pays for itself. The President’s Budget would make some signifi

improvements I the ares of preventive benefits. 1 would note that there is # bipartisan gonsensu§ on
many of these proposals as indicated by the similarities between our initiatives and legislation wrijten

and sponsored by Chairman Thomas, Mr. Cardin and Mr. Bilirakis. We look forward to working
with you to enact thése new benefits: ‘o

Colorectal Screening Coverage - Colorectal cancer s the second most common form of cancer in
the U.S. and has the second highest mortality rate. Yet, despite the demonstrated importance of early
detection, Medicare does not pay for procedures used to detect colorectal cancer when used 8 2
screening tool. The Presidont's budget would provide such coverage, thereby increasing ithe
possibility of early detection and treatment of colorectal cancer. '

|
Mammography Coverage - The early detection and treatment of breast cancer is & high priork)J; for
HCFA. 48 percent of ncw breast cancer cases and 56 percent of bresst cancer deaths occur in
women age 6S and over.  Although Medicarc covers bath screening and diagnostio mammography,
only 40 percent of all eligible beneficiarics over age 64 (excluding those in managed care) received
8 mammogram in the two-year period from 1994 through 1995. in addition, only 14 percen} of
eligible henaficiaries without gupplemental ingurance received mammograms during the first two years
of the screening mammography benefit, which began in 1991. :
The President's budget expands coverage for screening mammograou o provide for an angual
mammogram for women age 65 and over. This is consistent with the frequency recommendations
of most major bresst eancer authorities. The budget also proposes to waive cost-sharing' for
mammogram services in order to encourage their use. ;
Expanded Benefits. for Diabetes Ontpatient Self-management Training and Blood thton
Monitoring - The third area where we propose to make investments is in services for beneficianes
whh diabates. Under cusrent law, Medicere covers disbetes outpatient self-management training only

4 e l 2
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in hospital-hased programs, and covers blood glucose monitoring (including testing strips) only for
insulin-dependent disbetics. The President's budget would expand coverage of diabetes outpatient

sclf-management treining (o non-hospital-based programs, and expand coverage of blood gluchse
monitoring (including testing strips) to all diabetlcs. |

Preventive Imwunigations - Curtent Iaw provides payment for the sdministration of pneumonia,
influenza, and hepatitis B veocines, and alresdy waives payment of comsurance and the Part B
deductible for pneumonis, influmza, und hepauils B vaccines. The President's budget increabes
payment amounts for the administration of all three types of vaccines, and walve payment of
coinsurance and applicability of the Part B deductible for hepatltis B vaccine. These measures yil
improve acoess to adult vascinations and make the cost-sharing waiver consistent for all types of
covered vavsines, '

|
|
2 - BENEBFICIARY PROTECTIONS: CNINSURANCE REFORM AND ENROLLMENT IMPROVEMENTS ||

Reform Bengficiary Coinsurunce for Hospital Outpatient Departmant Services - Coinsurance lfor
Part B aervices is generally based on Medicare's payment amount. Howover, for certain ouspetisat
department services;(OPDs), coinsurance is & function of bospital charges, which are significantly
higher. In addition, as & result of a flaw (“formmls.driven overpayment”) in the statutory formula
Jdelenining Medicarw's payment for certain OPD servioes, hospitals have had en incentive to increase
their charges. The net effect of charged-based colnsurance und hospitals' increases in their charges

is that in 1998, without 8 change in law, beneficiaries will pay an effective colnsurance rato 0 46
percent rather than 20 percent for most OPD sarvices. This effective coinsurence rate is expecied
to incroase to $2 percent by 3007. i

The Presidant's budget proposes establishing & prospective payment sysiein (PPS) for OPD services
in 1999. Total payments to hospitals for OPD services will be established so a8 to equal total
payments that would otherwise apply, mimia the effect of the formuls driven overpayment. This also
assames the extension of certain OPD policles inshuded in OBRA 93 that are slated to expirein 19?9
Colnsurance will be reduced in 1999 using the savings from the formula-driven overpsyment. It
would also be gradually reduced in subsequent years until it would be equal 10 20 percent in 2007.

Part B Enrollment and Premium Supcharge - Under currem lew, with certein exceplians,
beneficiuries who do not caroll in Pert B when thoy ere first sligible can enroll subsequently daly
during an annual open enroliment period from January to March of cach year, with coverpge
effective in July. In addition, for &ach year that they could bave enrolled in Part B but did not, they
face a 10 percent premium surcharge. While for most beneficiaries the surcharge is in the 2030
percent range, some benaSciaries face 8 surcharge of 150 percent or more -- 40 emount which is
punitive ruilier than bearing any relationship to the cost to Medicars of late enrollment. l
|
|
|
|
|
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!

In recent years, 8sws in this enrollment process and inequities in the premium surcharge have beco';ne
obvious. Beneficiaries who never enrolled in Part B due o availability of other coverage hyve
stiempted to enroll after their circumstances changed. For exemple, beneficiaries may have not jve
enrolled In Part B because they had generous rolres coveraye thruugh their former employery. Yeprs
Iater, however, they were informed that the former employer was now requiring Part B enrollment
or was dropping coverage entirely. There are also situations where military retirees did not earol} in
Part B bacause they could obtain physicians’ services through s clinic at the military base near their
home. Then, years later, the closing of their base necessitated Part B coverage. _

The President's budget replaces the annual general enrollment period for Part B with s continuqus
open enroliment period. Beneficiaries will be able o enroll in the program at any time, with coverage
beginning six months shter enroliment. Also, the Part B premium surchargs for late enroliment Wi
be revisad based on the actuarially determined cost to Medicase of late earoliment. This provision
will provide substantial relief to thousands of beneficlaries.

I

I

Respite Benefit - 'The President’s Budget creates a respite benefit, begiming in FY 1998, This
much-nesded benefit will provide up to 32 bours of care each year for beneficiaries suffering from
Alzhsimer's and other irreversible domentla. Respite care may be provided at home or 8t 8 dey-care
facility, and will serve to case the emotional “burnout” that is commonly exporicnced by primdry
caretakers, especially when they are family members. As the longevity of the population increases,
greater rumbers of Americans will be faced with the challenge of caring for aged and infirm family
memhers st home. In the spirit of the Admiristretion’s efforts to improve the quality of farnily life.
this beneftt is an important stsp toward a community- and family-centered approach to health caite.

3 - PROGRAM IMPROVEMENTS

Soclal Security Disability Demonstration -  Lack of bealth coverage is often a barier to the
disabled in their aSbrts to go back to work, since after a transition period they are incligible to recefve
(whm-ﬁ\eey!adieu‘e Part A coverage. The Social Security Dissbility Demonstration (SSDI) wil
“allow certain SSDI beneficiaries to recelve premium-frec Part A coverage for up to four additional

years. ;

Reallocation of Some Home Health to Part B - Hore health care plays & significant role in the
Medicare infrastructure, especially since 33% of bome health users Jive alone, and 43% have incomes
below $10,000. [CHART # 3 - CHARACTERISTICS OF HOME HEALTH USERS] Under
the Administration's: proposal, the first 100 visits following 8 three-dey hospital stay would be
reimbursed under Part A, just as this program covers 100 days of skilled nursing care following 2
hospitalization All other home health care (visits beyond 100 and those not following a hospital sty)
would be paid under Part B.  Prior to OBRA 80, the Part A portion of the home health benefit \Tns
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Umited in this way. OBRA 80 Jegislation climinated the threc-day hospitalization requirement nd
the visit limits, and in 80 doing burdened Part A with almost all of the financing of home health. 'E‘t:e
restoration of non-post acute visits to Part B makes the home health benefit consistent with the
original intert of the Medicare atatute and its division of services between Part Aand Part B.

|
4 - MODERNIZING MANAGED CARE CROICES "

Undor our Meodicare Choloee inltative, we would expand managed care options, provide
beneficiaries with comparative information on all of their health cere choices, ¢ase comparison amopg
options by increasing standardization of benefits, provide 8 coordinated open enroliment period

other apen enrollment opportunities and institute Medigap reforms. Let me address each of these
components separately.

Expanded Managed Care Options - Currently, HCFA can contract with Health Maintenance
Organizations (HMOs) and Competitive Medical Plans (CMPs) to serve as Medicare managed care
plans. The Adminigtration balieves that Medicare beneficiaries should have more managed je
choices, comparable to those available in the private sector. Thus, the President's budget would
expand mansged care optiuns |0 include Preferred Provider Organizations (PPOs) and Provider
Sponsored Organizations (PSOs). We believe that direct contracts with altemnative managed c
models such as PSOs are the key 10 expanding managed care to rural areas.

Comparative Information - Under current law, beneficiaries may obtain comparative information
on Madigap options through State Insurance Counneling Grant Progsasus. Some of these programs
nlso sddress managed care options. There are no mechanisms, however, to ensure that beneficlaries
are sware of all their options, in both managed cere end Medigap. Under the Presideat’s budget, the
Secretary will develop and provids comparstive information to bensficlaries on all managed care plans
and Medigap plans in the ares. This information will be used by State Insurance Counseling Grant
Programs 1o assist beneficiaries in undersianding thelr coverage options. The vusts of preparing and
dissemninating this information and supporting the State Counseling Gram Program will be financed
by the Medigap and managed care plans.
. ' |
Standardized Benefits - While comparative information will be helpful to beneficiaries, roaking n
informed decision among the array of available coverage options would be humpered unless
differences in bencfit packeges are addressed. Under the President's budget, the Secretary will
establish standardized packages for certain additional benefits offered by managed care plans. Hor
example, if the Secretary established & standardized package for outpatient prescription drugs, plans
could offer enrollees this benefit oaly socording to the structure established by the Secretary. The
dovelopment of standardized additional benefit packages will make it possible for bencficiaries|to
compare these benefits on the basis of cost and quality. The National Association of Insurance
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Commissioners (NAIC) will also review the current standard Medigap peckeges to see it changes
could be made to ease comparison with the standsrd managed care benefits.

Open Enroliment Oppurtuniiies - Under Poderal law, aged individuels bave a once in a life-tigne
opporturity to select the Medigap pien of their cholce when they first joln Medicare at age §3;
individuals who become eligible for Medicare by virtue of a disability or end-stage renal dise
beneficiaries have no such choice. If & beneficiary enrolls in a managed care plan and is |
dissatisfied, he or she may not have the opportunity to selsst the Madigap plan of his or her choife;
for example, drug coverage may be unavallsblc duc to the individual’s poor bealth status. A a
result, beneficiaries reluctant to try managed care or fearful of being locked into managed ¢
options with no apportunity to return to fee-for-service and Medigsp.

The President's Budget gives all new beaeficiaries, not just aged beneficiaries, the oppommhylto
choose the managed.cars or Medigap plaa of their cholce when they first earoll in Medicare. iIn
addition, each year all Medigap and managed care plans will have to be open for a one mozth
coordinated apen enrollment periad  Additional open enrollment opportunities will be available under
certain Gircumstances -- suoh as, when & baneficlary’s primary care physician leaves & plan or when
2 beneficiary moves into a now area. While the canoept of coordinated open enrollment is not n
and was included in the Budget Bill in 1995, the key difference in our proposal is the inclusion|of

Maedigap plans.

Other Medigap Raforms - In addition to sddressing open enroliment, there are other Medi
reforms included in the Pregident’s budget. We would ks to eliminate the ability of Medigap ins
1o impose pre-existing condition exclusion periods. Under the policy in the President’s budget, 2
Medigap plsn cannot impose an exclusion period for a beneficiary who has recently enrolled|in
another Modigap plan, Medicare managed care, or employer-based plan. Thig is rimilar to the policy
inchided tn & bil introduced by Rep. Johnson during the last scssion and we look forward 10 working
together toward enactraent this year.

Our final Medigap reform addresses rating. There are currently no federal requirements rega.rd\ng
the rating methodology used by Medigap plans. As & rewult, plans can uie low premiuma to entice
beneficiaries 10 enrollin thelr fedgling stages, but as the company matures it raises the premiuma to
unaffordable levels. Under the President’s budget, Medigap plens would be requlred to usc
community rating to establish premiums. The movement to community rating would be subject
a timetable and transition rules developed by the NAIC. Given that managed oare plans are requ ed
10 charge all enrollocs the same premium, Modigap plans should not be sllowed to charge differential
premiuma basad on age. Also, If we are serious about choics, we should not allow premilim

structures. such as attained age rating, which in effect make Medigap unaffordabie & beneficiaries
sge.
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3 » PRUDENT PURCRASING '

|
As more beneficiaries are choosing to enroll in managed care, there has been & lot of talk about fee-
for-service being the “residual,” as though it were somehow not important. However, even if we
double the rate at which beneficiaries are moving iato managed care in the short-term, the majority
of beneficiarics will atill be in foc-for-service. We must look for ways to improve cur purchasing
power. Over the past several years, private sector purchasers of health services have developad a
variety of innovative ways they pay for health services. It is ironic that HCFA, the largest purchajser
of health services in the U.S., has often been ghackled by outdated statutory payment gnd

administrative pricing provisions, which prevent us from adapting to todsy’s marketplace. i

Beneficiary-Centered Services - Given the pressures on the foderal budget, it is critica) that
Maedicare look beynnd traditional purchasing strasegies and scan the private industry horlzon for new
ideas, HCFA's “Benefisiary Centered Purchasing Initiative” proposals do just that, applying lessons
tewrned from be privaie sector and our demonstrations. If we are permitted by Congressito
implement these proposals, we will have innovative purchasing arrangements wiich will be powerfu
tools to control Medicare spending. . ‘

For example, under our “Centars of Exoellence” dmon}smtion, Moedicare achieved an avng of
12 % savings for caronary artery bypass graft provedures performed, with no redustion in quality.
Despite this success, we do not have the authority to make the Centers of Bxcellence piogram &
permanent part of Madicare. Similarly, while other purchasers of health cere services are successiily -
using disease and case managemant services to selectively provide services for enrollees with specific
conditions (e.g. disbetes, congestive heart fai'ure), we do not have this kind of suthority un;ler
Medicare fee-for=service. The Office of Ingpecior Generul reports indicete that Medicare is paying
far more for medical supplics and DME than other federal purchasers such as the Veteyan
Administration. Nevertheless, Medicare lacks authority 10 use competitive bidding to establish
payment ratcs. I urge Congress to re-examine these issues and give the Madicare program the
flexivility 10 pay on the basis of special arrangements, 63 oppoted to statutorily-determined,
administered prices.’ ' :

f
Poxt-aoute Services - Expenditures for ghilled mirsing fucility (SNF), home health, rehabilitation Lnd
long-term hospital services arc among the fastest growing components of Part A and tota] Medicare
spending. These services are often refeied 1o a5 “posteacute caro sorvicos,” even though i sdme
cases these services are delivered without & prior hospital stay. The increase in expenditures for post.
atute care praviders is due to demographic changes and improvements in the dellvery of medi
that allow raore care to be delivered in aon-hospital settings. However, our prospective pa
system for hospitals provided the incentives for hospitals to discharge patients more quickly, Al
fueling the growth in post-acute care spending. 1o edditiun, this practice may csusc Medicare to pay
twice for care -- onge for the initial hospitalization, and sgain for care in the post-acuis settings.

3
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The President’s budget includes a proposal 1o end these doubls payments. We propose to limit I e
definition of & dlscharge, for payment purpones, to discharges from the hoapital to home. All ov.hher
discharges, inchuding those to SNFs and rehabilitation hospitals, will be considered “transfors.” We
are also looking t devekop better iniegsated and more flexible financing and delivery systems. These
systems will help meet the needs of those Medicare beneficiaries with chronic conditions and
diubﬂiﬁuwhomdwu\donﬁomﬂmmimwpmﬂm. The goal is to make the syst
of services “beneSclary-centered,” whare the needs of the patient, rather than the classification of the
provider, detormine what sarviocs are provided and how they are reimbursed. In the interirs, we Wi
move 1o prospective payment systems 1o assert grester vontrol over posteacute speadiog. |

Beginning in July 1098 and phased in over 4 years, we propose to implement 8 prospective payment
gystem for SNFs, which will include payment for all costs related to SNF care (routine, ancillary and
capital). SNFs will be paid 8 prospective rate per day of casc, which will be adjusted by & casa-ix
index to appropristely refiect the resources used by Medicare patients, A prospoctive payment systam
that incorporates all costs will reduce incentives for over-utilization of ancillary costs that has

the primary reasan for the rapid expenditure growth we bave soen in the past faw years.

We are 4150 propoaing to implermens 4 prospeciive payment system for home health agoncics 8).
Begirming in 1999, we will pay HHAS 8 prospective rate based upon the charscteristics of the padedts

it serves, not oo how many services it provides. Because we cannol continue to allow expenditure
growth et ourrent lovels, we are also proposing to implement additional cost Limits uptil we
impleuent this prospective psyment system. Effsctve FY 1998, we will reduce the current cost limits
and introduce A new per beneficiary per year timit. The Adininistiation is also proposing 8 serics of
policy changes to prevent excessive and inappropriate billing for bome bealth care services, which I
will describe further when 1 discuas our proposals for stemming fraud and abuse. In sddition, the
Administration is also proposing to realiocats some of the home health financing to Part B to restore
the post-acute cure nature of Part A, as described in the noxt section. ‘

While modernizing our pavment methods for purchasing health care services for beneficiarics isian
essential step toward moderrization, we must also modemize the way we purchase administratjve
services. The President's budget contains 8 proposal that would end the raquirement that iall
Medicare contractors (that iv, cassiers and intermediasies) perform all Medicare sdministrative
activities. It gives HCFA the tools 1o take advaniage of innovations and efficiencics in the private
sector whep it comes to utilization review, beneficiary and provider services, and claimg processing.
It builds upon the suthority granted in the Health Insurance Accountebility- Act (HIPAA), where
payment integrity activities (such as sudits) could be separately contracted, This provision will also
allow us to use the same comperitive requirgments that spply throughout the government when
awarding new contracts, aod would aliow us 10 expand our pool of potentlal comtractors beyond
insurance companiea 16 other emtities that may be well qualified to do the work.

t |
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6- INTEGRATED QUALITY MANAGEMENT 1
The Presidert’s budget will provide sutharity for HCFA to develop an integrated quality managempnt
system that will unify HCFA's quality assurance activities. Our current quality assurance activities
are focused on minimum stundurde rather than the goal of achieving the best prasticable heglth
outcomes for beneficiaries. ‘Lhis new suthority will allow us to assess the overall qualiry of cpre
beneficiaries Are receiving. and to requirs that care be effuctively coordinated among differgat
settings, rsther than site by site a4 In our current system. As we move to require mansged care pléns
(0 asscss the overall quality of care they arc providing 30 beneflciaries, we should be abie to make the
same determinations for beneficiaries who remain in fee-for-service Medicare.

' |
2. INMPROVING ACCESS IN RURAL AREAS '

The character of the American experience was formed in great pant by fromtier and rural comuwniiies,
yet over the past century we have become a largely urbaa society. Almost 200 million (75%)
Americans kve in u:'gan and smuburban areas, compared with only 60 million (25%) Americans L

in rural areas, This has a profound impact on the type and availability of health care lewice;! as
advancing technology requires ever more gostly, and often non-porteble, medical equipment.
Additionally, thare is the long-standing problem of enticing physiciang and other health care prwidtrs
to live and practice in rural aseas, .

America. For example, our plan will expand the extramely successful Rural Primary Care Ho
program to all $0 states. To enure that the 10 million Madicare beneficiaries living in rural arcas do
1ot become secand-cloas citizens in terms of access 1o health care, our plan updates the payment for
Sole Community Hospitals, improves the Rurel Reforn Center program, and reinstates the Medic
Dependent Hospital program 10 provide resources to those rural hospitals thut need 1t moat.

‘I'his Administration continues to promote Medicare reformns that strengthen health care in nt:
lPI

i |
EXTENSION OF MEDICARE SQLVENCY INTO 2007 |
Under presest law, the Hospital Insurance Trust Fund would be depleted carly in 2001, based on {\hc
Board of Trustees' intermediate estimates. The Preaident’s budget proposals would postpone
deplction by ancther 6 years, so that the Fund could operate saticfhstorlly throughout the next 10
years. This exisuslon will leave us time to taskle imminent fiscal problems precipitsted by retiring
baby boomers. Savings will be achieved through s combinstion of scored savings from reductions
in paymaents to hopitals, home health agencies, skilied mursing facilities, and managed care pluns, and
through & reallnastion of certain home health services to Past B. :
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MODERATING MBDICARK'S RATE OF GROWTH

The President’s budget includes explictt proposals to achiove $100 billion in savings over the next §
years. Medicare per capits spending growth over the next five years (1997-2002) will slow from the
current projected rate of 7.4% to 5.3%. In 2002, this will lower our average per capits spea
&om $7,800 to $7,100. These savings come from substantial reductions in paymens to providets.
[CHART # ¢ - PRESERVING AND MODERNIZING MEDICARE]

Hospitals . We propose a series of bospital savings proposals, including a reduction in the hos
PPS update of 1.0 percentage point each year to account for increanss in productivity, an extension
of the reduction io capital payroents from OBRA 99, reforms to the direct payment for mediral
education 1o reduce the growth of hospital-based residents &nd cncourage more training In pr
care. and reductions in the indirect medical psyment to more closely reflect the cost of teac
activities. In addition, we propose to use & raore up-to-date base year in calculating payments to
PPS-exompt hospitals, to set cellings and floors for these hospitals’s tarpet rates, and to reduce ‘he
snnual updatc to payments and cut capital payments for PPS-exempt hospitals. Including gur
proposed moratorium on new long-term care bospitals, these proposals result in $33 bililon in savings
from hospitals over S years. :

SNF and HDMHM?M . As] described eartier, we will be moving Lo case-mix adjusted prospect.{vc '

peyment gystems for these providers. These payment systoms will incorporate payment reductions
equal to $7 billion for SNFs and $14 billion for homs health agencies (HHASs). |

Physicians - We propose to establish  single coaversion factor for peyments under the physiclan
fee schedule and o reform the method for updsting physician fees. By oresting incentives to contfol
physician services ip high-volume inpatient settings aad to make & single payment for surgery where
an sssistant-at-surgery is used, costs will be reduced. We also propose to expand the settingd in
which direct payment is made to physicien asslstants, ourss practitioners and clinical murse specialists
to inchude home and smbulatory settings. Medicare curreotly does not hevo an expanaive outpatignt
drug benefit, though'there is coverage of certain kinds of outpatiem drugs. Our pruposed plan will
climinate the mark-up charged by physiclans and suppliers, limiting payments to acquisition cdnts
subject to  limit. In addition to eliminating the current gtatutory x-ry requirement to determine the
pead for & service, we also Proposs 1o improve acoess o chiropractic services. These proposals
result in savings of $7 billion over 5 years.

10
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FRAUD AND ABUSE i
The President’s budget contains a number of proposals to reduce waste, fraud and abuse in Pse
Maedicare program. Among these proposals are provisions to requirc insurance companies fo repbri
the insurance stanus of beneficlaries 1o ensure that Medioare pays appropriately. In addition, we hgve
several proposals to prevent excessive and inappropriate billing for home health services. We jre
proposing to close a loophole in the current payment caloulation by linking payments to the locatjon
where care is actually providod, rather than the billing location. When we implement the PPS, we
eliminate HHA periodic interim payrents (PIPs), which were originally esizblished to encourdge
HEHAS to join Medicare by providing & smooth cash flow. Since over 100 new agencies join Medicare
aach month, inducements are no Jonger needed. We will devalop more objective criteria for
detarmining the appropriate mumber of visits per specific condition, 8o that we can prevent excess
utllization.

Finally, the President’s budget calls for the repeal of several provisions in the HIPAA that co
severely hamper our ability to fight fraud and abuse. First, the President is proposing to eliminate
the broad new exoeption 10 the aati-kiokback statute when providers are at “substantial financial risk *
These terms are undefined und vomewhat broad.  Additionally, the Congressional Budget
assigned s considerable cost to this provision because it could be casily abused by those wishingto
profit from referrals. Second, the President is proposing to eliminste the requirement that advisory
opinions be igsued in response to specific requests as to how certain business arrangements may or -
may not b considersd © violar the snti-kiokback laws. This provition will severely hamper the
government’s sbility to prosecute fraud, is imprectical becausc it is difficult if not impossible|to
determine intent based on the submission of the requestor, and requires enormous resources to
implement. Third, the President is proposing o reinsute the “reasonable diligence” stand d.
HIPAA eliminsted the currant standard for use of reasonsble diligence and made providers subj

to civil monetary penaltios ouly if they acted with deliberate igaorance or reckless disregard.
CONCLISION l

We have looked beyond the Immediste concerns of budget reductions and sought to keep our sights
on the long-term goal, which is safeguarding the vitality of the Medicare program. As our Nation
evolves into 8 society with greater oumbers of the elderly and infirm, we must preserve Medic

& 2 strong and vital program, The President’s budget modernizes Medicare, extends the solvency
of the Hospital Ingurance Trust Fund by ten years, reduces the rate of growth in Medicare spending,
and comributes 10 8 balanced budget in 2002. It is essential that we protect Modicare, end our
payment reforms and strategies will engure that Medicare is a sound investment our Nation's bealth
security. :

11
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Modernising Medicare
New Beneflts
+ Diabetes education
+ Improved mammography benefits
+ Colorectal cancer scresning
+ Increased payment for vaccines with no cost-sharing
L 4

Respite benefit for Alzheimer’s patients

Benaficiary Protections

+ lospital outpatient coinsurance reform

+ Pant B lste enroliment surcharge reform

+ Improved financial protections for managed care enrollees

Prudent Purchasing

+ Centers of excellence

+ Competitive bidding

+ Globs! psyment for selected services
+ Tnherent reasonahlenasg authority

+ Post-acute services payment reform

Improving Choices

Expanded managed care options

Annua! epen enroliment for Medigep and managed cars plans
Comparative information on all choices

Medigap community rating

Medigap pre-existing condition refo

F 4+ 4+

Rovisc managed care payment | %\
.‘\.‘ -

Standardize additiona! benefit packs -(Q\ § :
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Older Americans Spend Two and One-Haif Times More of Their
- income on Out-of-Pocket Health Costs Then the Non-Elderly
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Characteristics of Medicare Home Health Users
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Preserving aﬁd Modernizing
Medicare: 1997 - 2002

Current Versus Proposed Law

$320
$300 ) Average Annual Growth” | ('/{»@V%
) (1997 - 2002) s S;
Eg $280 - Current Law: 9.0% f;’<;"(;'
Eg . }Lfiicn/u/;lzék__.
£ - _
£ $240
8 $220 -
200 - I
$180
1997 1998 1999 2000 2001 2002
“Benefits Spending, Net of Offsetting Receipts .- —

Source: 1998 President's Budget

BAZY FubiNASMEL MITINN gre

- 76T:01 6T:2T LBET-0T-934

T6/67°

YNAL40d

T HIVQN0Nd



S L

CIART s

|

1998 PRESIDENT'S BUDGET MEDICARE SAVINGS BY CATEGORY*
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Almost 75 Percent of Medicare Beneficianes Have |
Incomes Under $25,000
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Memnbers of the Subcommittee,

] am pleased to appear before this Subcommittee today to discuss two important initiatives from
the President's budget that you have identified as being of particular interest -- the President's
initiatives on adoption and welfare to work. I would also like to briefly discuss the
Administration's proposals addressing Medicaid and Food Stamp beneﬂ!s; for qualified aliens, so

that you have a complete picture of the President's efforts to restore fairness to the Federal safety

net programs.

My testimony will focus primarily on the adoption uuuanijuca-M.-.ube-ws»-l-em-mest——f‘l

~and-Famities( ] am accompanied today by xxx from the Department of I..Qbor, who will respond

to your questions about Welfare-to-Work.

The President’s budget for FY 1998 addresses the needs of children and families in multiple ways
that we believe will strengthen familics,:;iiove people from welfare to work and increase self-
sufficiency. The areas you have identified for this hearing are certainly important to this

mission. The Welfare-to-Work initiative reaffirms-and suengthen# the work commitment of last
year's landmark welfare reform legislation and responds to what the President cites as "our moral
obligation, to make sure that people who now must work can work." The adoption initiative
focuses special attention on the needs of some of our most vulnerable citizens -- children
languishing in foster care -- who deserve safe and pcrmancrit. families. I will address each

initiative in a few moments.
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First, however, [ would like to touch on our progress in implementing welfare reform. I believe

it is the cornerstone to realizing our key goals of work, responsibility and protecting children.

I will close my testimony by briefly addressing problems in the welfare reform legislation that
are harmful to immigrants and that bave nothing to do with promoting the welfare reform goals
of moving people from welfare to work./gAs the President said in his State of the Union address

with respect to his proposed strategy 1o addxess these problems, "To do oﬂ_ﬁcrwisc is simply

unworthy of a great nation of immigrants."

Au The Prreidond's Budget prpote

7 o comfumne 4D prowed g ss dmd Medicand o vulnia able.

C aleceuien of Le TLL UM gq s , Lopsss ﬂ”t(

Mldrein. and Hhose who hecome giyabile d aptan Ly

The Administration for Children and Faunilies is responsible for administering several of the

programs most affected by the welfare reform legislation, including the new Temporary

Assistance for Needy Families (TANF) program, child care programs for :families on welfare and

other low-income working familics, and the child support enforcement program. States and the

Federal government alike are promptly implementing each of these major pieces of the Act and

we are encouraged by the early progress being made.

So far, we have received 42 TANF plans from states, territories, and tribes and 35 have been
certified as complete. Many state legislatures are just now coming into session and will be
addressing the TANF plans, and we expect new plans from the remaining states and amendments
10 plans already submitted before the July 1, 1997 implementation deadline.

2 .

LT/% d W 'SNTUSYH: NO¥d YNALE0d ‘0 - 76T:0L Te:0T L66T-TT-43d



2-97-19897 1:46PM FROM MARY BOURDETTE 969@575@ v.

Welfare reform provides States with great flexibility to ensure that welfare is a transitional

~
S
system, rather than a way of life. Along with this new authority and ﬂex1b111ty, the new statute
(L
holds states more accountable for program performance. [t includes a vancty of provisions 3:
b~
designed to ensure that states are moving people from welfare to work: penalties, performance- 3{
based funding, data collection and reporting, and rescarch and evaluation. =
_ N I
On January 31, 1997, because of many states' requests for clarifications, we issued preliminary 3 $
XNe
guidance concerning several issues of immediate concem, most notably the definition of which :Z 3
_ : K
state expenditures count toward maintenance-of-effort. The guidance als§ addresses the S\&
definitions of "assistance,” a key term in determining which expendimres{are covered by certain - g\g
) | 3
rules, and “eligible families," a key term in determining which state resources count as <3

maintenance-of-effort. L Q NS ,Y' Ve Sedes
WL v oV on )
NU‘.M/ q.ov MM e ,)z\f‘\()@ -G sl Vo N-)-A;\‘.
/ IF()"J"‘"" e LA

U fexthoi [ Hy

~ The Clinton A élmstranon is committed to an effective mplcmentatlon of this historic welfare

Es Luciedd wy
: -/"L’/FCJ/ILMS

~r
=171

reform law hat transforms the welfare system into one wnh tou h work rcquxremems We have
a great deal of confidence in the states, and we believe that they will usA\ e flexibility in the law

10 strengthen the focus on work. At-the-same-timerthe-Departr

y

\_/U ‘5'}64"
awu R &'f e

DYOPe [ =tes 10 ISITE U [ Thih -MRACT 0 tcnto A sStatute” we

will collect gl the information we can on how the states are using their dollaxr;:d will take
Ond . & o4 vesuld W cosds 42 M . re:Lw \ 1o

e less of C calecth % _ ]
all the admxmstranve actions in our power to e?:surc(?]m staté’ ﬁaxcxes ocus on workcWe will

mduun tcan

also work with you and the Governors NWWW -~
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As part of the development of TANF policy and guidance, we have met and continue to meet
with state and local administrators and legislators and their national reprcﬁentati\'cs. We also
have met with advocates, and representatives of non-profit organizations and foundations,
organized labor, and business organizations. These consultations have helped us to identify
issues, such as the one described above, and to ensure that a wide range of perspectives are

considered in the development of policy.

During these meetings we have also heard about.the criticzl importance of child care in enabling
people to move ﬁom.welfare to work. We were pleased that the new law provided a substantial
increase in child care funding and increased flexibility for states 1o design an intégrat:d child

care system to serve both families on welfare and low-income working families. We refer to the
newly integrated system as the Child Carciskeselopment Fund (CCDF). ACF moved quickly to

implement the child care program changes, which became effective Octot;cr 1, 1996.

Our Child Care Bureau has taken a number of steps to inform pxospectivej graniees and other
interested parties about the CCDF and to ensure the easliest possible flow of the new funds in
order to provide coniinu.ity between the old and new programs. We issued new mandatory and

matching funds as soon as they became available and published early policy guidance requested

by states.

C . (3 - .
——instruments. We have held consultations with grantees and other organizations. We now are :
ond othew dade. Crllechow -rr‘rmsc.\

developing regulations 6{?’ financial reporting fonné., We also are planning for the FY 1998
J] )

grant cycle, for which states and tribes will submit applications by July 1, 1997.

4
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We are also proud of the progress states have made in child support enforcement. In 1996, we
collected a record of almost $12 billion in child support payments, and the comprehensive
provisions in the welfare law are projected to increase child support collections by an additionat

$24 billion over 10 years.

Implementation of many of these new provisions will require the enactment of state laws.
Effective dates of the new requirements vary, but typically fall within 1 to 2 years of enactment.

Therefore, full implementation of the child support provisions will take place over time.

Nevertheless, many states already have implemented some of the new federal requirements. For
example, in 1995 the President urged all states to implement license rcvoc;ation programs. Today
43 states have done so. In addition, 35 s;ates recently have enacted the Uniform Interstate

Family Support Act, and 26 states have adopted some form of reporting ncw hires.

At the federal level. we have made great progress in making the expanded Federal Parent Locator
Service (FPLS) a reality and we anticipate meeting the statutory deadline. Since the enactment
of welfare reform, we have entered into contracts with several nationally recognized and
respected vendors to help us design and develop the expanded FPLS, manage the project and
enhance our quality assurance efforts, and assist us with providing training and technical

assistance.
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The federal Office of Child Support Enforcement is also providing technical assistance o states
in implementing the oth.er child support provisions in welfare reform. We Q.re conducting broad
consultation and outreach to program stakehoiders to ensure that the pronﬁ}se of the legislation --
» strong child support enforcement program — is realized. |

K
With respect to the reforms affecting each of these programs, the Administration foré}fildrcn
and Familics is committed to working closely with the Congress, the States and localities to
ensure that families receive the supports and encouragement they need 10 move forward with
their lives, to engage in werk, and to support and nurture their children. 1 s;/ill now turm to the

liems from the Presidents budget that are the focus of your invitation — the adoption and

Welfare-to- Work initiatives.

In his radio address to the nation on December 14th, the President cj«e.: an ambitious national goal: 5
chdlw bfl (799 4 ke ﬂl ¢

mlhru. ﬂeu 2eo02, %L In.u.uLL.?A/
(v} double B¢ DK 5L

,_uxnpoum&o-hmdeurwwmw:j—‘e/ poom s 1. \

]
pl Oted
atuua u(j o)
In his directive to HHS on adoption, the President asked us to work with States to set numerical
targets to benchmark improvement, provide technical assistance to help States in their efforts,

6
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and recognize and reward States for their success with financial incentives. With respect to the
latter, we will propose providing, beginning in FY 1999, a per child financial incentive to States
for increases in the number of children adopted from the public child welfare system. As we
envision it, the incentive structure would result in no net cost, since increased adoptions from the
public system would reduce foster care costs. This approach represents an;nher step toward

focusing on outcomes for children and families in evaluating the effectiveness of our programs.

The President's FY 98 budget has requested $10 million to provide tcchnicgl assistance to the
States as they strive to find more children living and permanent homes. The President has
requested an additional $10 million to provide funding to States to identify barriers to
permanency and develop targeted strategies to find permanent homes for children who ha;«e been
in foster care a particularly long ﬁm;. Finally, he has requested $1 million for the De_panment of
Health and Human Services to embark on a public awareness campaign to :highlight the benetits

of adoption and increase the number of adoptive families.

We are strengthening our cfforts on adoption because of a growing consensus that we must
engage in a more concerted effort to move children to adoption or another permanent family
aﬁangement when they are unable to return home. We know that some children are in foster care
far too long awaiting adoption. Last winter, 1 visited the White House with a teenager who had
been in several foster placements over the course of many years. She described the longing that
she felt to have a family of her own, but her hopes were fading as she got older and no family

could be found. 1am pleased to report that this young woman was adopted last year, partially as

7
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a result of the attention that her plight received. However, she represents thousands of other

children in the public child welfare system who still face multiple barriers to permanence.

Currently, 100,000 of the 450,000 American children in foster care will not be able to return
home. Yet, in 1995, only 20,000 children were adopted; another 7,000 cl-;ildren were placed in
permanent guardianships. There are multiple barriers to permanence for children in foster care
which include a system overwhelmed with serious cases, procedural delays in agencies and the
courts and a dearth of potential adoptive familics. Underlying and compoﬁnding these barriers is
the complexity and gravity of the placement decisions that must be made for each child and
family in crisis. The President emphasized in his directive that placing children in nurturing
families is a responsibility that requires a commitment from Federal, State:, and local

governments, as well as community, business, and religious groups.

States and communities all over the country are implementing innovative techniques, as we
learned when we consulted with hundreds of State, county, and tribal leaders, foster care and
adoption professionals, judges, foundations, and intergovernmental organizations in developing
our report to the President. They have asked us to explore further with them innovative practices
like concurrent planning for children in care, family mediation, and voluntary relinquishment

counseling for parents.
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We will build on this momentum and continue to look for ways to

o reduce barriers 1o permanency in Federal Jaw and regulations through bipartisan

collaborative efforts
o shorten the time required to move children to permanence
o reduce procedural barriers and promote practices that move children to permanency more

guickly by examining a number of policy itsnes, such as reasonable efforts to ensure
permanency and policies on timiug and purpuse of dispositional hearings.
The recent Congressional actions, the President’s initiative, the willingness to work together at all
levels of government and innovations in the field make our goals more achievable. We look

forward to working with the Congress to realize these goals for children.

Welfare.to-Work [nitiat

).w@

The Welfare to Work Jobs challenge proposed by the President is desxmed to help States and

welfare recepiewnts SFL rollg b g Yhe Gean 26860
cities move & million - . LY,

~2000¢ It provides $3 billion over gyears in mandatory financing through the Department of
fo (0b wﬁmd olo ymaw Cheatinw
Labor 3 States and cities can use these funds to
provide subsidies and other incentives to encourage private business to hire welfare recipients.

9
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The essence of the new welfare law is to shift the whole notion of welfare from dependency, to
independence through work. It would be hard to overstate how significant this change is in
philosophy from prior decades, and how enormous the positive results can be for poor people.
But for the poor to realize the full benefits of the Act, at lcast four key things must happen:

1. Welfare recipients must accept their personal responsibility to prepare for, seek, and
accept work instead of welfare;

2. Statcs and cities must take full advantage of the opportunities it offers them to implement
law by fundamentally changing the approach of their administering agencies from the
focus on dcpendency to the focus on helping people prepare for, find, take, and hold jobs;

relicicne 0N "OMM"Z ahowas

3. Private business, ehrarches and others must respond enthusiastically to the President's
challenge to create jobs;

4, Congrcss must join with the President to enact two additional pieces of law -- (a) the $3
billion welfare 10 work challenge fund, and (b) the enhancements to the Work
Opportunity Tax Credit.

With these four elements, States, cities and welfare recipients can devise a coherent, Siate-by-

State, welfare-to-work strategy, and make real the promise of welfare reform. This
Administration is dedicated to the realization of that promise.
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The Jobs Challenge will make it possible for many welfare recipients to dolwhat most want 10 --
work. It will empower individuals with the skills and information necessary to get and-k&'éﬁ%gbs
in the private sector and keep them. To be successful, it requires strang pﬁ;:atc sector support.
The President recently suggested that communities should use "empluymc;ll councils” like the
one in Kansas City to help in meeting the requirements of welfare reform. ‘Undcr the Job
Training Partnership Act, 640 similar co;mcils in place across the country éngage over 10,000
private sector volunteers in overseeing the training and placement into job§ of welfare recipients,
other low income adults and youth, as well as dislocated workers, We anti-cipau that Swates and
communities will actively engage these councils in meeting thé Jobs Chall?:ngc.

pladeynend Bk d J{"L)
1t is now widely recognized that a more targeted job‘creation measure is needed to supplement
the TANF Block Grant if we are to make welfare reform work. The Jobs Challenge is intended

: a:c’ :ge l§ok \/

forward to working closely with the Congress in exploring ways to assist States and localities in

w meet this nced.

Ny —_— el

helping welfare recipients who can't find jobs on their own transition from welfare into real

private sector jobs.

r’ T\ B

ther 1ools are avallable through the kubor Depasffuent to provide further incentive to create new

job opportunities for long-term welfare Ncipigfits. These tools include the Work Opportunity

Tax Credit (WOTC) -- administered by tate Employment Security Agencies -- for

employers who employ welfare recipiénts. The President proposes to extend the credit for
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The President’s FY98 Budget would also greatly enhance and target the Work
Opportunity Tax Credit to provide powerful, new private-sector financial incentives to employers
to create jobs for long-term welfare recipients. The enhanced Work Opportunity Tax Credit
would allow employers to claim a 50-percent credit on the first $10,000 a year of wages, for up to
two years, for workers that they hire who were &Tg-tem welfare recipients. For the purpose of
determining the amount of the credit, employer$4vages could include the cost of training, medical
assistance, and child care. In addition, the President proposes to expand the existing tax Work
Opportunity Tax Credit to include able-bodied childless adults aged 18 to 50, who, under the
Administration’s Food Stamp proposal, would face a more rigorous work requirement in order to
continue to receive Food Stamps.
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current targeted groups through September 30, 1995 He also proposes to expand the credit to -
include adults age 18 to 50 who ase subject 19/t rigorous work requirement under the Food

Stamp legislative proposal.

In addition, the Administration proposes a targeted Welfarc-to-work tax £redit designed to create

new job opportunities for long-term welfare recipients \The credit wguld eﬁable employers to

claim & 50 percent credit on the first $10,000 of annual wags paig'to long-term recipients. The
credit could be claimed for up to two years and employers woukl be able lol'trat education and
training assista.nce, health care, and dependent care as eligible wag

. The eredit would be

available for wages paid or incurred effective the date of eflacument thr September 30, 2000.

T oect AU
/4%5 \/W@

Finally, today you will bé\kearing from the Social Security Administraijeh about one of the

Administration's key proposals ¥Q satisfy the President’s commi t to modify provisione in the

[

Jandmark welfare reform law which hid nothing to do with pfoving people from welfare to work.

In addition to restoring basic disability bengfits, the AdMRjnistration is proposing additional

actions to reatore equity for legal immjigrant childron and thosg who become disabled after entry.
‘The HMS budget includes funding’to restore Medicaid benefits to\{isabled children, and to legal

immigrants who are either children or disabled adults — people who ehgnot work.

11
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Another major focus for the Administration is to change parts of the welfare reform law
that have nothing to do with welfare reform. When the President signed the Welfare
Reform bill he made clear his disappointment with the harsh benefits to immigrants
provisions in the bill. The President stated:

“My Administration supports holding sponsors who bring immigrants into this country
more responsible for their well-being. Legal immigrants and their children, however,
should not be penalized if they become disabled and require medical assistance
through no fault of their own.”

The President's FY 1998 budget makes good on his promise to correct provisions that
were included to save money, and which burden States and punish children and the
disabled. We are pleased that the governors, in an NGA resolution several weeks ago,
agreed -- we must not balance the budget on the backs of States’ or legal immigrants.

Today, you will also be hearing from the Social Security Administration about this key
Administration proposal. | would also like to make a few points about why this action is
so important. '

The welfare law denies most legal immigrants access to fundamental safety net
programs unless they become citizens -- even though they are in the U_.S. legally, are
working and paying taxes and are responsible members of our communities. The
Administration has always supported making individuals who encourage their relatives
to emigrate to the United States more responsible for the immigrant's well being.
However, as a nation, we should not turn our backs on anyone who has lost their ability
to earn a living due to injury, disease or illness. The Nation should protect legal
immigrants and their families -- people admitted as permanent members of the
American community -- when they suffer accidents or illnesses that prevent them from
earning a living. Consequently, the budget proposes to make legal immigrants who
become disabled after entering the United States eligible for SS| and Medicaid. This

proposal would allow ové' 320,000 legal immigrants to receive SSI and Medicaid
benefits.

The budget would also provide poor immigrant children the same Medicaid healith care

coverage low income citizen children receive. These children are permanent members
of our nation and it is in our self interest to provide them with the same quality of health

care as other children.

The budget would lengthen the five year exemption for refugees from the ban to seven
years in order to give them a more appropriate amount of time to naturalize. The
United States admits refugees and asylees into this country on a humanitarian basis. It
is a matter of simple decency to provide assistance for this populatlon while they adjust
to their new cnrcumstances
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The budget also creates an exemption for refugeeg/that is more sensitive to the needs of this
group. Welfare reform exempted refugees ;sylees from the benefit re.;_.trictions for their first
five years in the country. The budget w;,uZ:xtend the exemption from $ to 7 years to provide a
more appropriate amount of time for rcfugees and asylees to become citizens.

e
In addition, the Administration is proposing to delay the proh.ibition against legal immigrants
receiving Food Stamps. The Administration proposes to delay the ban on :;Food Stamps for legal
immigrants until the end of FY 1997 in order to give legal immigrant families, elderly and

disabled more time to naturalize.

Conclusion

In closing, I would like once again to thank you for your support on behalf of children living in
poverty and children in our nation's child welfare system. I look forward to our continued work

together as we seek to realize the goals of independence for every family and safcty, permanence,

and well-being for every child.

My colleagues and I would be happy to answer any questions you have at this time.

12
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Members of the Subcommittee, Gt

I am pleased to appear before this Subcommittee today to discuss two important initiatives from
the President's budget that you have identified as being of particular interest -- the President’s
initiatives on adoption and welfare to work. [ wquld also like to briefly discuss the
Admimstration's proposals a&dressing Medicaid and Food Stamp benefits for qualified aliens, so
that you have a complete picture of the President's efforts to restore faimess to the Federal safety

net programs.

My testimony will focus primarily on the adoption initiative since that is the issue I am most
personally involved with and since it is critically important to the Administration for Children
and Families. I am accompanied today by xxx from the Department of Labor, who will respond

to your questions about Welfare-t0-Work.

The President’s budget for FY 1998 addresses the needs of children and families in multiple ways
that we believe will strengthen families, move people from welfare to work and increase self-
sufficiency. The areas you have identified for this hearing are certainly xmportan to this
mission. The Welfare-to-Work initiative reaffirms and sn'engthens; the wo mmitment of last
year's landmark welfare ﬁform legislation and responds to what the President cites as "our moral
obligation, to make sure that people who now must work can work.” The adoption initiative
focuses special attention on the needs of some of our most vulnerable citizens -- children
languishing in foster care -- who deserve safe and permanent families. I will address each

initiative in a few moments.
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First, however, I would like to touch on our progress in implementing welfare reform: I believe

it is the comerstone to realizing our key goals of work, responsibility and protecting children.

I will close my testimony by briefly addressing problems in the welfare reform legislation that
are harmful to immigrants and that have nothing to do with promoting the welfare reform goals
of moving people from welfare to work. As the President said in his State of the Union address
with respect to his proposed strategy to address these problems, "To do otharwise is simply

unworthy of a great nation of immigrants."
W 0 ion

The Administration for Children and Families is responsible for administering several of the
prograrné most affected by the welfare reform legislation, including the new Temporary
Assistance for Needy Families (TANF) program, child care programs for families on welfare and
other low-income working families, and the child support enforcement program. States and the
Federal government alike are prompily implementing_ each of these major pieces of the Act and

we are encouraged by the early progress being made,

So far, we have received 42 TANF plans from states, territofies, and tribes and 35 have been
certified as complete. Many state legislatures are just now coming into session and will be
addressing the TANF plans, and we expect new plans from the remaining states and amendments
1o plans already submitted before the July 1, 1997 implementation deadline.

2
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Welfare reform provides States with great flexibility to ensure that welfare is a transitional
system, rather than a way of life. Along with this new authority and flexibility, the new statute
holds states more accountable for program performance. It includes a variety of prmlfisions
designed to ensure that states are moving people from welfare to work: penalties, performance-

based funding, data collection and reporting, and research and evaluation.

On January 31, 1997, bcct%usc of many states' requests for clarifications, we issued preliminary
guidance concerning several issues of immediate concemn, most notably the definition of which
state expenditures count toward maintenance-of-effort. The guidance also addresses the
definitions of "assistance,” a key term in determining which expcnditu.fcs are covered by certain
rules, and "cligible families," a key term in determining which state resources count as

maintenance-of-effort.

The Clinton Administration is committed to an effective implementation of this historic welfare
reform law fhat transforms the welfare system iﬁto one with tough work requirements. We have
a great deal of confidence in the states, and we believe that they will use the flexibility in the law
to strengthen the focus on work. At the same time, the Department will use all its adminisfrativc
authority to prevent states from using their flexibility to undercut the intent of the statute. We
wil] collect all the information we can on how the states are using their dollars and we will take
all the administrative actions in our power to ensure that state policies focus on work. We will
also work with you and the Govemnors to ensure that the work participation rates in the statute
take into account overal] Siatc work effort, across State and Federal programs.

3
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As part of the development of TANF policy and guidance, we have met and continue.to meet
with state aﬁd Jocal administrators and legislators and their national representatives. We also
have met with advocates, and representatives of non-profit organizations and foundations, -
organized labor, and business organizations. These consultations have helped us to identify

issues, such as the one described above, and to ensure that a wide range of perspectives are

considered in the development of policy.

During these meetings we have also heard about_.tbe critical importance of child care in enabling
people to move from.wclfarc to work. We were pleased that the new law provided a substantial
increase in child care finding and increased flexibility for states w design an intégratcd child

care system to serve both families on welfare and low-income working families. We refer to the
newly integrated system as the Child Care Development Fund (CCDF). ACF moved guickly to

implement the child care program changes, which became effective October 1, 1996.

Our Child Carc Bureau has taken a number of steps to inform prospective grantees and other
interested parties about thg CCDF and to ensure the earliest possible flow of the new funds in

. order 10 provide coniinujty between the old and hew programs. We issued new mandatory and
matching funds as soon as they became available and published early policy guidance requested
by states. We designed new streamlined grantee plan formats and new data collection
instruments. We have held consultations with grantees and other organizations. We now are
developing regulations and financial reporting forms. We also are planning for the FY 1998

grant cycle, for which states and tribes will submit applications by July 1, 1997.

4
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We are also proud of the progress states have made in child support enforcement. In-1996, we
collected a record of almost $12 billion in child support payments, and the comprehensive
provisions in the welfare law are projected to increase child support collections by an additional

24 billion over 10 years.

Implementation of many of these new provisions will require the enactment of state [aws.
Effective dates of the new requirements vary, but typically fall within | to 2 years of enactment.

Therefore, full implementation of the child support provisions will take place over time.

Nevertheless, many states already have implemented some of the new federal requirements. For
example, in 1995 the President urged all states to implement license revocation programs. Today
43 states have done so. In addition, 3 states recently have enacted the Uniform Interstate

Family Support Act, and 26 states have adopted some form of reporting new hires.

At the federal level, we have made great progress in making the expanded Federal Parent Locator
Service (FPLS) a reality and we antjcipate meeting the statutory deadline. Since the enactment
of welfare reform, we have entered into contracts with several nationally recognized and
respected vendors to help us design and develop the expanded FPLS, manage the project and
enhance our quality assurance efforts, and assist us with providing training and technical

assistance.
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The federal Office of Child Support Enforcement is also providing technical assistance to states
in implementing the other child support provisions in welfare reform. We are conduceting broad
consultation and outreach 1o program stakeholders to ensure that the promuse of the legislation --

A strong child support anforcement program - is realized.

With respect to the reforms affecting each of these programs, the Administration for Children
and Families is cornmitted to working closely with the Congress, the State§ and localities to
ensure that families receive the supports and encouragement they need to move forward with
their lives, to engage in w'ork, and to support and nurture their children. 1 will now tumn to the

items from the President's budget that are the focus of your invitation -- the adoption and

Welfere-t0-Work initiatives.

The Adoption Initiative

In his radio address to the nation on December 14th, the Prc;,sident set an ambitious netiona} goal:
to double the number of children from the foster care system who are permanently placed in
families in 2002. The PreSidcm asked the Department of Health and Human Services (o rcp§rt to
him by February 14 on our strategies for achieving this national goal. We will he fran’mitting

the report to the President tomorrow.

In bis directive to HHS on adoption, the President asked us to work with States to set numerical
targets to benchmark improvement, provide technical assistance to help States in their efforts,

6
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and recognize and reward States for their success with financial incentives. With respect to the
latter, we will propose providing, beginning in FY 1999, a per child financial incentive to States
for increases in the number of children adopted from the public child welfare system. As we
envision it, the incentive structure would result in no net cost, since increased adoptions from the
public system would reduce foster care costs. This approach represents another step toward

focusing on outcomes for children and families in evaluating the effectiveness of our programs.

The President's FY 98 budget has requested $10 million to provide technical assistance to the
States as they strive to find more children living and permanent homes. The President has
requested an additional $10 million to provide funding to States to identify barriers to
permanency and develop targeted strategies to find permanent homes for children who have been
in foster care a particula:lyl long time. Finally, he has requested $1 million for the Department of
Health and Human Services to embark on a public awareness campaign to highlight the benefits

of adoption and increase the number of adoptive families.

We are strengthening our efforts on adoption because of @ g}owing consensus that we must
engage in a more concerted effort to move children to adoption or another permanent family
arrangement when they arc unable to return home. We know that some children are in foster care
faf too long awaiting adoption. Last winter, I visited the White House with a teenager who had
been in several foster placements over the course §f many years. She described the longing that
she felt to have a family of her owﬁ. but her hopes were fading as she got older and no family

could be found. I am pleased to report that this young woman was adopted last year, partially as

7
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a result of the attention that her plight received. However, she represents thousands of other

children in the public child welfare system who still face multiple barriers to permanence.

Currently, 100,000 of the 450,000 American children in foster care will not be able to return
home. Yet, in 1995, only 20,000 children were ﬁopl&‘l; another 7,000 children we;'e placedin -
permanent guardianships. There are multiple barriers to permanence for children in foster care
which include a system oyenvhclmcd with serious cases, procedural delays in agencies and the
courts and a dearth of potential adoptive families, Underlying and compounding these barriers is
the complexity and gravity of the placement decisions that must be made for each child and
family in crisis. The President emphasized in his directive that placing children in nurturing
families is a responsibility that requires a commitment from Federal, State, and local

governments, as well as community, business, and religious groups.

States and communities all over the country are implemcniing innovative techniques, as we
learned when we consulted with hundreds of State, county, and tribal leaders, foster care and
adoption professionals, judges, foundations, and intergovernmenta] organizations in developing
our report to the President. They have asked us to explore further with them innovative practices
like concurrent planning for children in care, family mediation, and voluntary relinquishment

counseling for parents,
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We will bulld on this momenturn and continue to look for ways 1o

o reduce barriers to penmanency in Federal law and regulations through bipartisan

collaborative efforts
0 shorten the time required to move children to permeanence

o reduce procedural barriers and promote practices that move children 1o permanency more
quickly by examining a number of policy issnes, such as reasonable efforts to ensure

permanency and policics on timiug and purpose of dispositional hearings.

The recent Congressional actions, the President's initlative, the willingness to work together at all
levels of government and innovations in the field make our goals more achievable. We look

forward 10 working with the Congress to realize these goals for children.
W -to-Work Initiat

The Welfare to Work Jobs challenge proposed by the President is designed to help States and
cities move a million of tixe hardest-to-employ welfare recipients into lesting jobs by the ycar
2000. It provides $3 billion over 3 years in mandatory financing through the Departmant of
Labor to create new jobs :cmd place individuals in theﬁ States and cities can use these funds to

provide subsidies and other incentives to encourage private business to hire welfare recipients.

9
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The Jobs Challenge will make it possible for many welfare recipients to do what most want to --
work. It will empower individuals with the skills and information necessary to get and keep jobs
in the private sector and keep them. To be successful, it requires strang private sector support.
The President recently suggested that communities should use “employment counils” like the
one in Kaasas City to help in meeting the requirements of welfare reform. Under the Job
Training Partnership Act, 640 similar councils in place across the country engage over 10,000
private sector volunteers in overseeing the training and placement into jobs of welfare recipients,
other low income adults and youth, as well as dislocated workers. We anticipate that States and

communities will actively engage these councils in meeting the Jobs Challenge.

It is now widely recogniz;d that a more targeted job creation measure is needed to supplement
the TANF Block Grant if we are to make welfa.rt.a reform work. The Jobs Challenge is intended
10 mect this nccd. Details of the proposal will be uvai\lgbIC"izl the carly spﬁg_g, and we lo'ok
forward to working closely with the Congress in exploring w;ys to assist States and Jocalities in

helping welfare recipients who can't find jobs on their own transition from welfare into real

private sector jobs.

Other tools are avallable through the Lubur Deparunent to provide further incentive to create new
job opportunities for long-term welfare recipients. These tools include the Work Opportunity
Tex Credit (WOTC) -- administered by the State Employment Security Agencies -- for

employers who employ v;/elfan recipients. The President proposes to extend the credit for

10
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current targeted groups through September 30, 1993, He also proposes to expand the credit to
include adults age 18 to 50 who are subject to the rigorous work requirement under the Food

Stamp legislative proposal.

[v addition, the Administration proposes a targeted welfare-to-work tax credit designed to create
new job opportunities for long-term welfare recipients. The credit would enable emplovers to
claim a SO percent credit on the first $10,000 of annual wages paid to long-term recipients. The
credit could be claimed fdr up to two years and employers would be able 10 wreat education and
training assistance, health care, and dependent care as eligible wages. The credit would be

available for wages pald or incurred effective the date of enactment through September 30, 2000.

Finally, today you will be hearing from the Social Security Administration about one of the
Administration's key proposals to satisfy the President's commitment to modify provisione in the

landmark welfare reform law which had nothing t do with moving people from welfare to work.

In addition to restoring basic disability benefits, the Administration is proposing additional
actions to restore equity for legal immigrant children and those who become disabled after entry.
‘The HHS budget includes tunding to restore Medicaid benetits to disabled children, and to legal

immigrants who are either children or disabled adults -- people who cannot work.

11
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" The budget also creates an exemption for refugees that is more sensitive to the needs of this
group. Welfare reform exempted refugees and asylees from the benefit restrictions for their first
five years in the country. The budget would extend the exemption from S to 7 years to provide a

more appropriate amount of time for refugees and asylees to become citizens.

In addition, the Administration is proposing to delay the prohibition against legal immigrants
receiving Food Sta.mjas. The Administration proposes to delay the ban on Food Stamps for legal
immigrants until the end of FY 1997 in order to give legal immigrant families, elderly and

disabled more time to naturalize.
Conclusion
In closing, I would like once again to thank you for your support on behalf of children living in

poverty and children in our nation's child welfare system. 1look forward to our continued work

together as we seek 1o realize the goals of indepcndenéc for every family and safety, permanence,

and well-being for every child.

My colleagues and I would be happy to answer any questions you have at this time.

i2



