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

Before the House Commerce Committee Subcommittee on Health
Febniaiy 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 care coverage for all Americans. The President $ Medicaid 
proposal guarantees 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 a net $9 billion 
over the next 5 years. This is achieved by limiting Federal spending on a per person basis and by 
reducing and retargeting Disproportionate Share Hospital (DSliO 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 5 million children who would 
otherwise be uninsured or who arc not now enrolled in Medicaid.

In addition, the President’s plan provides States with much greater flexibility to develop 
innovative and more efficient health care delivery and payment systems. These proposals would 
provide new opportunities for States to geneiaie administrative and program savings and expand 

health care coverage.

The Medicare provisions in the President’s Budget are part of an aggressive strategy to 
strengthen Medicare and modernize it for the 21st century. Our goal is to become a more prudent 
purchaser of high quality health care that meets the needs of all of our beneficiaries, especially the 
most xiilnerable. 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 modenuMtion, greater 
market responsiveness, and improved benefits.
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y[^E MEDirATD PROGRAM 

1998 Budget Savings

During FY 1996. Federal Medicaid expenditures were $92 billion and helped pay for 
services to nearly 37 million Medicaid beneficiaries. In the President’s 1998 Budget Proposal we 
achieve gross savings of $22 billion over 5 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 5 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 a 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 $68 
billion less than projected a year ago in the President's 1997 budget.

The main reason 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 t^es. These bipartisan 
solutions to the problem 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 inFY1991 to a 
6.4 percent level projected between 1998 and 2002, Sutes 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 5 years shows how hard it is to make long term Medicaid spending projections. We 
firmly believe that, as part of a 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 5 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 between 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, a problem this Administration 
intends to address. Uninsured children tend to fall into three categories: 1) those who are eligible
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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 due 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 
least 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 using both Medicaid and private sector insurance initiatives. We will 
finance the Medicaid expansions in these initiatives through Medicaid savings and the non- 
Medicaid investments tluough savings achieved tisewhere 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 a year of Medicaid coverage each year. This proposal is 
especially beneficial to children with femily incomes near the Medicaid eligibility income limit. If 
States choose this program, over one million children, who otherwise would have been covered 
intermittently, would have continuous coverage for a full year. Second, we would reach out to an 
estimated three million: poor children who arc 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 ftind $750 million per year in partnership grams 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 1 million currently uninsured cluldren through a 
variety of approaches that States have broad flexibility to design. An important component of this 
proposal is the spillover effect on Medicaid enrollment - we estimate outreach conducted as part 
of this program will find as many as 400,000 children, who arc eligible for Medicaid. Second, the 
President’s Healthy Working Families initiative would provide up to 6 months of premium 
assistance to workers who arc between jobs, an initiative 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 Adjuetments

The recently enacted welfare legislation panicularly affected children and immigrants. 
Because of the historically close links between c^gibility for cash assistance and eligibility for 

medical assistance, a wide range of Medicaid issues need to be addressed as a result of the new 
legislation.

The welfare legislation severed the link between the receipt of cash benefits under AFDC
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and automatic eligibility for Medicaid, but maintained the current Mediewd rules. Swtea v© 
required to use the rules in place on July 16,1996 to determine the Medicud eligibility of AFDC- 
related groups. However, several issues remain with respect to Medicaid, including assuring that, 
eligible individuals continue to be enrolled; eligible 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 5-ycar Medicaid bw nor would 
their sponsor’s income and assets have to be considered in determining their eligibility for 
Medicaid. Refugees arid asylees, fbeing persecution in their own country, would receive additional 
protection from the sponsor deeming rules.

We would invest additional doUars to retain Medicaid coverage for disabled children who 
lose SSI cash benefits as a result of the new childhood disability definition in the welfare reform 

legislation.

Last year’s welfare reform legislation provided for $500 million to help with the additional 
administrative burden imposed on States by the need to muntain and operate two separate 
eligibility processes. The Uw charged the Secretary with developing a plan for equitable 
distribution of this money, and we have worked with iniargovcmmental groups representing the 
Governors, Legislatures, and Sutc wclfiu-e and Medicaid agencies in determining the method and-^ 
factors to be used in allocating this money. We will soon publish a Federal Register 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 chUdren in the State, and SSI Immigranis in the State.

Per CapiU Cap

The per capita cap establishes new accountability in spending growth per Medicaid 
beneficiary while guaranteeing Federal matching funds for eligible 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 Medi^d 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, paymwts to 
Indian health providers and the Indian Health Service, Disproportionate Share Hospital pSH) 
payments, and Medicare premiums and cost sharing for dual cUgibles 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 capita cap.

The per capita cap is calculated based on an estimate of what spending would be if 
spending growth per beneficiary were limited to a 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 Stale: aged, disabled, adults in families with children, and children. The cap for each group
would be the product of . , ^

- 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 mistching 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 to 
expand benefits or coverage. The Federal match would continue until the total capped amount for 

the State is reached.
It 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 need all States to participate in the Medicaid Statistical 
Information System (MSIS) program in which twenty-nine States now participate. MSIS permits 
collection and analysis of person-based data on eligibles, recipients, utilization and payment for 
Medicaid services. This data is already extremely useftd for State program management and 
federal analysis and 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 enacted 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
Financing Programs in 39 Stales 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 after the implementation of
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the Disproportionate Share Hospitals program changes enacted in 1991 and 1993, “approximately 
onc-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-health 

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 Sutes, 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 
ambulatory settings, wt 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 feet that only 45 percent of program funding goes 
toward mandatory services for mandatory cHgibles. 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 
enhance State flexibility while protecting beneficiaries and maintaining fiscal accountability.

The President’i Budget eliminates 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. Stales 
would be able to use a simplified public notice process for setting hospital and nursing home 
payment rates. The Budget would also phase out in 19991 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 a waiver for mandatory managed care; replace 
the 75/25 enrollment composition rule with enhanced 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 reflea historical managed care costs.

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

The President's Budga Proposal would also eliminate a number of unnecessary

6
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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 premiums for Medicaid beneficiaries where cost*efffective States would be able 
to use general performance parameters for electronic claims processing and inforaiaiion retrieval 
systems instead of detailed Federal standards for computer systems design.

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

THE MEDTrARE PROGRAM

[Appropriate sections of the cleared version of the Administrator's February 13 testimony before 
the Ways A Means Committee to be added here.]

CONCLUSION

Wc 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 protertion for our most 
vulnerable citizens, achieving savings through greater flexibility for States to run more cflBciem 
Medicaid programs. The Medicare proposals would guarantee that the program continues to pay 
for health care services for Americans who need them, that it is structured to provide the best 
health care now and «n the future, and that the nation continues to be able to afford it. 1 will be 
pleased to answer any questions you may have on the President's proposals.
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Decline of the 1996-2002 CBO Medicaid Baseline
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Children's Health Initiative
Potential Number of Children Covered by 2000
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StRtemtnt of Bruco C. VIodoek 
Admiobtrotori Health Caie noiJidag AdiaiBiftratlen

Hodm Wayi tod Muni ConniRM; SabeomiolRer on Health 
Ftbniaiy 13.1997

INTRODUCTION

or
let

Mr. Cheimun, I »nji plewed to heve the opportunity to prenont the Admblftretion'n plan 
modernizing Medicare. I am enthuiiaatie about the iwtiativee we have undertaken to ensure t 
Medicare is atiei^thened for the 38 millioo Americans who depend upon It, oflbrs the beat possible 
medical care, and enters the next century in robust condition.

1
The Preiideot’s Budget reflects a broad etrategy for reforming Medicare. It does not, however, 
^'restructure” Medicare if reitnioturing is defined as shifting a Ugber proportion of the costs of me 
program to beneflclarlei. Nor do we propose to "restructure" the program by limiting foe 
govenunem contribution to some arbitrary amount, shifting all financial risk to beneficiaries ye 
think it is important to put a human fooe on the equation and to be folly aware of the letioui imp^ 
such proposals would have on Amrleins least able to bear these additional coat burdeos. Althoujgh 
only 10-12% urMedicare beoefidaries foU below the Federal poverty line, nearly 2S2k have Ineen^ 
bdowS2S,000. ICUART#!-INCOMES OF ELDERLY] An elderly retiree trying to make aqds 
meet on S 14.000 a year cannot afford to pay addidonal heahh oara costs, when that person may 
fkeed with a choiee between medicine or a meal, |CHaRT U1 • PROW)'RTTON OF INCOh [E 
SPENT ON HEALtH] Roeem dnu iedioates that the olderiy already apand a formidable 2IV. of 
thdr Income on heahb care, compared to 8% apeoi by the nonrelderly. It is dear ftum this data that 
shifting core to Medicare beneficiaries will have serious consequences.

Our goal at the Heahh Cara Finineing Administrstioo Is twofold: with the Preddent’s legislat vc 
propolBl^ we will modoroize Medicare and extend the Trust Fund sokenty for the next dcoai le, 
which will contribute to reduction of the deficit. Through sound Judgment end careflil planning, - vt 
can guanntee that the Medicare program of the foture will continue to provide tbe same protections 
to the elderly and disabled as it does today.

DRATT 2/10/07 F;\OODOflflVHRAftTNnS\BUDGET2 TBS
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Mnnr.nviyrwrs MgmrAttF

The Preiidem*8 Budget modemlzes Medicare and briitga it bto the twcaty-firat century throUgh 
major structural changes in seven areas: Prevemlve Care; Benefidary Protections; Proghun 
Improvements; Modemiiing Managed Care Choices; Prudent Purchasing; Integrated Quality 
Management; and Improving AceeHS in Rural Areas. !

i
j-FKEystmyECAJts 1

One of the core elements of our restructuring agenda is modernization of the Medicare program's 
preventive care. The coit«eSbctiven#ss of Ulaess prevention Is welUknown; in the long ^n, 
preventive medicine pays for Hsalf The President's Budget would make lome aignifi^ 

Improvemems In the area of preventive benefits. I would note that there U a biponisau consensus on 
TTiMiy of these proposals as indicated by the similarities between our initiatives and legislation wrijten 
and sponsored by Chairman Thomas, Mr. Cardin and Mr. Billralds. We look forward to worl ing 

with you to enact thbse new' benafiti;
I

VolorteUtl ScHtnxn^ Coverage • Colorectal cancer is the second most common ibim of canct^ in 

tha U.S. and has the second higbeet moitality rote. Yet, despite the demonstrated importance of eviy 
detection, Medicare dees not pay for procedures used to detect colorectal cancer when used as a 
screening tool. The Prcsldoot's budget would provide such coverage, thareby increasing Ithe 

possibility of early detection end treatment of colorectal cancer.

MafuMagn^hy Cavenge - The early detection and treatment of breast cancer is a high priority for 
HCFA, 48 percent’ of new breast cancer cases and 56 percem of breast canctf deaths occur in 
women ago 63 and over. Although Medicare covora both soraaning and diagnostic mammograijhy, 
only 40 percent of all eligible beneficiaries over age 64 (excluding those In managed care) recciyed 
a mammogram in the two-year period from 1994 through 1995. in addition, otdy 14 percen; of 
eli^ble honefidaHes wittinnt ainp1i»mafitii] insurance received niammognms during the first two y lais 
of the screening mammography benefit, which began in 1991.

The President's budget expands coverage for saeening mammograms to provide for an annual 
mammogram for women age 6$ and over. This is consistent with the frequency recommendations 
of molt major breast cancer authnritiea The budget tlso proposes to waive cost-sharing for 
mammogram services in order to encourage their use. i
Expanded Btntflts for Diabetes Oeipadtet Self^managemeitt Mning and Blood Gluiote 

Moniteeing - The third area where we propose to make Investments is in services for beneticUpes 
with disbeta. Under current law. Medicare oovera diabetes outpatient self-management training only

draft F;\OODOCS'HEaRINOS'vBUDOET2.TES
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in hciipital-huad prngruns. and covers blood glucose monitoring (including testi^ strips) only ifor 
iiuulin-dependent disbfties. The Preeideixt'i budget would expend coverage of diabetes outpatient 
lelf-management iruining lo non-hoiplul-besed programs, end expand coverage of blood ^uc^se 

monitoring (including tening Btiipa) to all diabetics.

Pre^iurtve JmmuHka^Ofii - Current law provides payment fhr the adminlatratlon of pneumojiia. 
influenza, and hepatitis B vaooines, and already waives payment of coinwance and the Pari B 
deductible fbr pneumoola, and hepaillls B vacciaei. The President'* budget In^alses
piyraent smounti for the administralion of all three types of vaccines, and waive peymeru: of 
coinsurance and applicability of the Part B deductible for hepatitis B vtcdne. These metres >^11 
improve acoeas to adult vaccinations and make the cost.ihariag waiver consistent for ail type* of
covered vauumea.

2 - BtNsnaAJtyFKpTscnnNS: Cmnsuxancb Reform AND Enrollment 1m?rovement%

Mam BoMoTy CaiKumiactfor Hospital Otapaiient Departmtta Sarviaa - Coinsurance for 
Part B servloes is generaUy baaed on Medicare's paymcni amoum, However, for certain outpatient 
department semces (OPDs), coinsurance is a ftmetion of hospital charges. wWch are aignmcai tly 
higher. la addition, as a result of a flaw (*fonmjla.djiven overpayment') tn the statutory formula 
ilcMuilnlng Medic^V* payment for certain OPD services, hoipitala have had an incentive to inwbe 
their chargea, The net effect of Charged-baaed coinsurance and huspiials' locreasea m their chartes 
la that in 1998 without a change in law, beneJiciarltt will pay an effbctlve coinsurance rate of|46 
percent rather iban 20 percent for molt OPD services. This effective coinsurance rite la expected
to increoae to 52 peicent by 2007.

I

TTie Preaidmt's budget proposes estsbllshing a prospective payment sysuan (PPS) for OPD services 
In 1999. Toidpa^ents to hospitals for OPD services will be eit^lished so aa to equal tdial 
payments that would otherwise apply, minus the effbet of the foni^ driven overpayment SO 
auumca the octeosion of oortain OPD polidea ineluded in OBRA 93 that are slated to expire in 19[)9 
Coinsurance will be reduced in 1999 using the savings from the formula-driven ovetpaymenV It 
would also be gradually reduced in subsequent years until U would be equal to 20 perueta m 2007.

Part B EnnUmant and Prtmium Siiwluwge - Under cur^ law. with t«tm 
benefleiaries who do not onroll in Part B when they aw first eligible can enroll auba^wntly ojily 
during an annual open enroltoent period from January to March of each 
e^ve in July. In addition, fof «ch year that they could haw eoroUrt In P« B but 
face a 10 percent premium aurcharge. While for most bwefiaanes the surcharge is in the 30 
percent range, lome benefiwiriei foot a surcharge of ISO percent or more - an amount wtacji is 
punitive ratiici than bearing any relationship to the cost to Medicare of late enrollment.

DRAFT 2/10«7 P:\OODOCB’«BAWKOS\BUDOBT2.TTS



■FEB-10-1997 12:19 TO: 192 - D. FORTUNA FROM:DADE, J. P. 17/31

iIn recent years, flaws in this enrollment pnceaa and inequities in the premium surcharge have becopne 
obvious. Beneficiaries who never enrolled in Part B due to avaiiability of other coverage hfve 
attempted to enroll after their circumstances changed. For example, beneficiaries may have not hive 
enrolled In Part B because ih^ bad geuaous rediee coverage through their fbrnwr cmployont. Ycp 
later, however, they were informed that the former employer wm now requiring Part B enrollment 
or was dropping covengc entirdy. There are also sltuationi where military retireea did not enrol in 
Part B because they eould obtain physicians* sarvices through a clinic at the military bue near rt eir 
home. Then, years later, the closing oftheir base neoeaiitated Part B coverage.

The President's budget replaces the annual general enrollment penod for Part B with a conilnut us 
opo) enrollment period. Beneficiaries wiU be able to enroll in the program at any time, with oover^e 

ibe months after enrollment. Also, the Pert B premium surcharge for late enrolbnent 
be revised baaed on the actuarially determined cost to Medicare of late enrollffiem. ThiB provisibn 
WiU provide substantial reUef to thousands of benefielaiies. |

3- PROOMMJMmOVBMSNTS
RtspUe Beti^ • The President’s Budget creates a respite benefit, beginning in TY 1998, T l. 
fflueh'ne«ied benefit wiU provide up to 32 hours of care each year for benafleiaries suffering fr( m 
Alzheimer’s and other iireversible dementia. Respite care may be provided at home or at a day-c^e 
focUity, and will serve to ease the emotional "burnout” that is commonly cocporicnoed by primi^ 
caretakers, especially when they arc fonoily members. As the longerity of the population Increases, 
greater numbers of Ameriems wiU be faced with the challenge of caring for aged and infirm family 
memhm >t home. In the spirit of the Administration’s efforts to Improve the quality of ftiraly life, 
this bonrfi is an important step toward a community- and family-eentered approach to health ca|e.

Social Sicurity Disability Dematatration • Lack of health coverage is often a banier to
in thdr eSbrts to go back to work, since after a transition period they are jneligbleto ry ̂ e 

prsQium-ftee Madieire Part A coverage. The Social Saairity Dlaabilily Demonstration (SSDI) ^ 
'^'SowcStainSSDI beneficiaries to receive premium-free Part A coverage for up to four adi 

years.
ReMocatlon qfSome Fomt Health to Part B- Home health care plays a algnificant role in 
Medicare inftutmctuie, eipedally riace 33% of home health users live alone, and 43% have incomes 
telow $10,000 (CHART # J - CHARACI1RI8T1CS OF HOME HEALTH U8ERS1 1^“ 
the AdminiBTUion'i prepoiel, the «m 100 viilti fellowtog e thiee-diy hoi^ iiey would be 
reimbutied under Pen A. jial u thli prognra eoven 100 diys of ildUed oum^ eere Mowini a

Alal*rhon»liaiaieOT(til«iutayoiid lOOiirfttoienWfbBewi^atoipMft}^^
would be paid under Ptft B, Prior to OBRA 80, the Part A portion of the home health benefit v as
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Ulrtied In this way. OBRA 80 le^BlatioQ dimlnated the ihreo-day hospitalization requirement aod 
the visit linuts, and in so doing burdened Part A with almost all of the financing of home health. The 
restoration of non*poft acute visits to Part B makes the home health benefit consistem with the 
original intent of the Medicare atatute and its division of aerviees between Pan A and Pan B.

4~ MoDEJWiiNo Managed Caxe Choices

Under our Medienre Choieea initiative, we would expand managed care optioiu, provlle 
beneficuries whh comparative infbnnarion on aU of their health care choices, ease comparison amo ig 
options by ftendardization of benefits, provide a coordinated open enrollment period a id
other open enrollment opportunities and institute Medigap reforms. Let me address each of th« se 

components separately.
Expanded Mmaaei Care Options • Currently, HCFA can contract with Health Maintenanlce 
Oviizations (HMOl) and Competitive Medical Plans (GMPs) to serve as Medicare managed ct re 
plans The Administration believes that Medicare beneficiaries should have more managed c^e 
choices, comparable to those available in the private sector. Thus, ^ President's budget would 
eniand managed care options lo include Pref^ed Provider Organiutions (PPOs) and Provider 
Sponsored Organizations (PSOs). We believe that direct oomracts with alternative managed ca re 
models such u PSOs sre the key to expanding managed care to rural areas.

Comparative Tnformation ■ Under current law, beneficiaries may obtain comparative infbrmati 
on Medigap options through State insursnee Counseling Oram Programa. Some of these pregr^s 
also address managed care options. There are no mechanisms, however, to enaire that beneficianes 
are aware of all their options, in both managed cere and Medigap. Under the President’s budget, the 
Secretary will develop and provide compsietive nformation to beneficiaries on all managed care plans 
and Medigap plans in the area. TWs information will be used by Stare Insurance Counseling Ormt 
Programs to assist bsriefidariee in understanding their coverage options. The ousts of pieparing a id 
dlsKminatlag this information and supporting the State Counseling Grant Program will be flnancpd 

by the Medigap and managed care plans.

Standardked Beiuftit - While comparative information will be helpful to beneficiaries, making 
Informed decision among the anay of ivaUible coverage options would be hampered unless 
differences in benefit packages are addressed. Under the President’s budget, the Secretary ^ 
establish standardized packages for certain additional benefits ofiRsTed by managed care plans, i^or 
example, if the Secretary established a itandardiaed paekaga for outpatiant preieription drugs, pl^ 
oould ofibr enrolleeithis benefit only according to the luueture eatabliihed by tha Secretary. The 
development of standardized additional benefit packages wiU make It possible for beneficiaries to 
compare these benefits on the basis of cost and quaUty. The Kational Association of Insuian''-
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CommiBBiooera (NAIC) will also review the ounent Ruidard Medigap packagcB to aee if changes 

could be iniide to ea«e compariaen with the itandard managed care beoefitB.

Open Enrollment OpporUtnUles - Uodci Federal law. aged indlviduab have a once in a lifb-titne 
opportunity to aelect the Medigap plan of their choice when they first Join Medicare at age 
individualB who become elii^le for Medicare by virtue of a disability or end-stage renal ^sei ae 
benaflciariei have no such choice. If a beneficiaTy enrolli in n managed care plan and is la er 

iK or iho may not have the oppettuniQ^ to aaieet the Medigap plan of hia or her ohoi ;ci 
for example, drug coverage may be unavailable due to the Individual’a poor health autus. A t a 
result, beoeficiatieB rahiciant to try managed care or fcaitUl of being looked into managed ci le 
options wHh nr» opportunity to return to ft^fbr-iervlee and Medigap.

The Preudeni's Budget gives all new beneficiaries, not just aged benefloiarie^ the opportunity to 
ohooBe the managed care or Medigap plan of their efaolca when tbey &et enroll in Medicare, iln 
addition, each year aU Medigap and managed care plana will have to be open for a one modih 
coordinated opn enrollment period AddMoail open anroBmeDt oppoitunitieB will be available un^er 
certain arcumstanoes - such as, whan a banaficiary's primary care physician leave# a plan or wi er^ 

a benefldary moves into a new ares. 'While the coooept of coordinated open enroUmmt is not n w 
and was included In the Budget BiU in ivvs, the key dUference in our proposal is the inclusion of 

Medigap plaiu.

Other Medigap Reforms - In addition to addresaing open enroUmwit, there are other Media sp 
ntbrms Jn the Presidait's budget. We would like to eliminaie the ability of Medigap insurers
to impose pro'existing condition exclusion periods. Uiider the policy in the PresldenT's budget, a 
Medigap plan cannot impose an exclusion period (br a beneficiary who hu r^tly enrolled in 
another Medigap Medicare managed cere, or employer»bssed plan. This is similar to the pol cy 
Included to a bill tacoducod by Rep. Johnson during the last session and we look fiorward to workmg 

together toward enactment this year.
Our final reform addresses rating. There are currently no federal requiremeors regard! ng
the rating methodolt^ used by Medigap plana. As a rtsuh, plans can use low pretniumt to eoi ce 
benefidaiiea to enroU'In ihdr fledgling stages, but u the company matures it raises the premiums to 
unaffordable levels. Under the Frosident'i budget, Medigap plans would be required to use 
community rating to esublish premiums. The movement to community rating would be subjcci to 
a tinietsble sad transldoa rulss developed by the N Air. Given that managed care plans art reqult^ 
to charge all enrolloes dm same premium, Medigap plans should not be allowed to charge differential 
premiums based oh age. Also, If we ire serious about choice, we should not allow prernijim 
stfuctuiea. such as attained age rating, which in affect make Medigap unafterdable u beneficiaries
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5- PttVDBNTPVRCHASlUO
I
I

As more benefidarics are choosing to enroll io managed care, there has been a lot of talk about fpe* 
for>servlce being the 'Veddual,'* u though it were somehow not important However, even if jwe 
double the rate at which benefiaariei are movlag late maoaged care in the shert«tann. the majorit>- 
of benefldaiici will nill be in roc>for*servic«. We must look for ways to uaprove our purchasing 
power. Over the past several yean, private sector purchasers of services have developed a 
variety of innovative ways they pay for health services. It is ironic that HCFA, the laigeat purchajser 
of h^tb servieei in the U.S., haa often been shackled by outdated statutory payment 
administrative pricing provisions, which prevent us from adapting to today’s marketpUcs.

Benefieiary’Centtrtd Servtees - Given the pressures os the fbderat budget, it is critical that 
Medicare look bqmnd traditional purchasing stratcgiei aod scan the private industry horbos for new 
ideas. HCFA’s “Benefieuiy-Ceatered ?urchasmg Utiative" proposes do Just that, applying lessons 

learned from ibe private sector and our demoastretioni. If wc are pennitted by Congress to 
tai^lemeot these proposals, we will have innovative purehaslQg arrangemeots which will be poweriul 
tools to control Me^care spending.

For example, under our Xentors of ExoeUenee*' demoutretion. Medicare achieved an average of 
12 % savings for coronary aneiy bypass graft prooeduies peifoimcd, with no reduction in qualjty. 
Despite this succees, we do not h^e the authority to make the Cemeri of Bxcellence program u 

peemsnent part of Medicare. Sitnilsriy. while other purehasars of health care sendees are lucceisAiily 
using diseesc arul oaee manageoMnt services to sdecdvely provide wrvices for enroUees with specific 
conditions (e.g. diabetes, congestive heart foilure), we do not have this kind of authority under 
Medicare fee>for-ieivice. The OfDce of Inspector Qenenil reports indicate that Medicare is paying 
for more for medical supplies and DME than other foderal purchasers such as the Veteran 
Administration. Nevertheleiit, Medicare lacb authority to use competitive bidding to esubjish 
payment rates. I urge Congress to ra-aximme these issues and give the Medicare program ithe 
flexibiUcy to pay on the baait of special airangencnta, as opposed to etatutorily-detenniiijed, 
administered prices.'

SMees - Expenditures for skilled nuniag focility (SNF), home health, rehabilitation M 
long-ierm ho^Hal seirvioes sic among the fosteet growing components of Part A and total Medioare 
spending. These sendees are often refened to as “post-acute cere aorviooa,*' even ftiough in scjmc 
cases these services ^ delivered without • prior hospW stay. The Increase in expendiiurei for pOst- 
acute care providers la due to demographic changes and Improvameoti in the deUveiy of mediae 
that allow more cere to be delivered in non-hospital lettinga. However, our prospei^ve paynjent 
system for hospitals provided the bcentives for hospitals to disoblige patients more quickly, Itso 

fiiding tbe growth in post-aouu care spending. In additiun, ihle practice may eeusc Medicare to pay 
twice for care - oa^ for the initial bospltalizitlon, and again for care in the poat-acuie settlngi
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move to proipectlve paymcm lyitemi lo a»8«t ipeater wrairol over poK^te epending. j 
Begioring in July»008 and phased in over 4 yeara, wt propose to a prMpective paym^t

the primaiy reaaon for the rapid aKpeaditure growth we have seen m the past &w years,

KK‘SS3S3KrX)S^*‘̂ ^^
SnptaLl U^oapccD^ payment »y«c«, Efixmvx lY 1008. we ^ r^e the curr«t coit linjita 

and introduce a neww beneficiary per year limit. The Adminiiuation la elw propou^ a policy changes to pr^eirt excessive end ineppropriate bUIing for »>«ne health care 
Slidesc^forther when 1 discuii our proposals for stenuni^ fraud and abi^^to ad^ho^^e 
Administration is also proposing to reallocaie some of the home heahh finencmg to Part B to restore 

the post-acute care nature of Pert A, u described in the next section.

While modernizing our payment methods for purchasing health care services 
essentiel step toward modernization, we mult also rnodemae the way we J
■ervices The President’s budget oentsina s proposal that would end the i^uirwnent t^t all 
S«re coJt^JMUutt is. caricra end interaedUrie.) perform dl Medicare edtn^v.

S^a tow the same competiiive requiremenis that apply throughout tlw Bover^^jen
iwding M» coninen ud would ^ ^
iniurenM companies to Other entitiee that may bc well qualified to do the work.
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6. iNTKaRATEDQVALnYMANAOEMBffr
The Presdea'i budget u»Ul provide mthfifity hr HCFA fa develop in iniegratrf Quality managm^m 
■ystem that will unity HCFA’b quality aajurance tctivitiM. Our current quality atsuranoe aciivii let 
are fbcuaed on minimum atuidarda ralber Uum the goal of achieving Ac beat practicable heilth 
outcomes fbr beneficiariei, Ihii new authority will aUow us to assess the overall quality ire 
beneficiaries are receiving, and to require that care be effbetively coordinated am^ dmer sat 
NtdittS, rether than rite by rite u In our current system. As we move to require managed care pli ms 
to aaiess the ov«ll quality of care they arc proving to bensfleiaries, we should be able to make he 
tame detenninatloQs for beneficiaries who remain in fte-for-acrvlce Medicare.

7m iMfUOVPiCACCgSSiSltUMlAJiHS
The charaow of the American experience wti ibimed in greai pan by frontier and rural ooi^nli jes, 
yet over the past centuiy we have become a largely uibaa lodrty. Almott 200 million (75W) 
Americans live in urban and whurbw areas, compared with only 60 million (25%) Amencans uving 
in rural areas. This h« * profound impact on the type and aviilability of health care aei^ces as 
advancing technology requires ever more oosily, and often ngn-portable, medreal equipmoi^, 
Addltlonaliy, thwe is the long-riinding problem of enticing phyiidana and other haalih care provides 

to live and praetiee.in rural areas.

This Administranon continues to promote Medicare refonns that strengthen heakh care m a ral 
Aioerica For example, our plan will expand the extremely luccewfiil Rural Primary Care Hospi^ 
prognm to all 50 states To enwrc that the 10 million Medicare beneficiaries living m rural arcas,do 
not become seoond-olMs aidaans in tenns of access to health care, our plan updates the payment for 
Sole Community Hospitals, hnpiuves the Rural Reftsnl Center program, a^ reinsutes the Medtc 
Dependent Hoapitri program to provide resouroaa to those rural hospitals that need It most.

i

pTT»M«nN nv Mrmr.Bi' iiOi.VFWrY INTOillM

depiction by another 6 years, ao that the Fund could operate latiifoctorily 
von This cxlBualon will l«ve us time to taalde imminent fiaoal problems prodpitaied by re^ng 
baby boomcra Savings wlU be achieved through a ooinblnaiion of acorod saviagi from r^uctions 
”^y^ to hospitXhome health agendaa. Ikilied tuning fhclLtlei. and managed care plans, hnd
through a reallocation of certain home health ifltvicea to Part B.
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hiODSRATtSCMEtaCAHl'SRATB OFCROWHI

The PMdent’8 includes explicit proposals to achieve SlOO WlUon In savings over the ne)i 5 
yeen Medicare per capita spending growth over the next five years (1 W7»2002) will slow from he 
current projected rate of 7.4% to 5.3%. In 2002, this will lower our average per capita sp»d ng 
from $7,800 to $7,100. TTieae savings come from eubitantiil reductioni in paymemi to provide i. 
{CHART # 4 - PRESERVING AND MODERNIZING MEDICARE)

Hoptofr. We propose a serial of hospital savings proposals, laduding a reduction in the hosp tal 
PPS update of 1.0 pwcenug# point each yeir to account For increases In productivity, an ertenii on 
of the reduction in capita] payments frmn OBRA 90, reforms to the direct ptymett fi>r m^sal 
education to reduce the growth of hospital-based iwldaati and encourage more tniiung to prim iry 
care, and peductiona in the indirect tnedlcal payment to more doaely rtf act the »st of teach ng 
activities. In addition, we ptopoae to use a more up-to-date base year to calculating payments, to 
FPS-ocerapt horiteli, to set ceaings snd floors for these hoipitals’s taiBet rates and to reduce the 
annual update to paymems and cut capital paynwrts PPS-exempt hospitals. Indudmg our 
proposed motitorium on new long-tom care boqtoala theee jtfoposals result to $33 WlUon to savlr gs 

from hospitals over 5 years.

SNF Old Home HuUi - AS 1 described eaiiier, we will be moving lo casc-mix adjusted prospet^ve 
piymem lyneini &t the«e providm Thew jujuunt ijitem will ineojonte p«jin«ii reduenoM 
equal to $7 billion for SNFs and $14 billion for home health igenaes (HHAs).

Phvaaoiu - We propose to esiabUih a single conversion fector for payments under the phyaie aii 
fce'Suto and to refoim the method fto updating phytidanfbei. By creating inejntivas to control
physician sovios to Wgb-volume Inpatient settings and to make a lingle payment tor surgery wh >re 
!SSant.at.furg^U used, costs wifl be reduced. We also propose to ^and the setting^ to

subject to a liraH. In addition to alimiiuting the current statutory re^ren^ to determiw the 
netf ftv a iwvice, we alio propose to improve access to chiropreonc sacviecs. These proposals ^ 

result to savings of $7 bllUon over 5 years.
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FiuudandAbuse I
i

Th« Pr«iidint’l budget coattlni a nunibcr of propoialt to raduee wasta, fraud and in jhe 
Medicare piograiiL Among theie propoialt are proviaiooi to require inairaace companiot to report 
the iruunnee nsnit of benefldariB to enaire tbai Medioare pays appropriately. In addirion, we hi ve 
several proposals to prevent excessive and inappropriate billing for home health leivices. We ire 
^poBf^ to eloaa a loophole in the cun’ent payment calculation hy Unking paymants to the beat on 
where cam ii actually provided, rather than the billing loootioQ. WhcnweimpIamantthaPPS, wa\/iil
eliminate HHA periodic Interim payments (PIPs), which were origiiially euabliahed to cncoiui ge 
HHAs to join Medicare by prosWing a imoolh eeah flow. Since ovff 100 new agencies join Me^c le 
each month, indueements ve no longw needed. We will develop more objective oriteria br 
dawsdfiing the ipproprive nmnber of viritt pw specific condition, lo that we can prevent «cmr ve 

utilization.
Finally the Preaideni’a budget calls for the repeal of leveral provisions In the WPAA that coi^ 
leverely hamper our ability to fight fraud and abuse. Flfit. the President is proposing to elimin ite 
the broad new enoeptbn to tha aali-kiokback atatute when providers are «"substantial financial ni c' 
These terms ve undefined and simiewhai broad. Addiuonally. the Congressional Budget Ofi oo 
sasigned a considvable cost to this provision because it could be easily ebuaed by those wishing to 
profit from referrals.: Second, the President Is proposing to allmlnate the requirement that advistjiy 
opinioni be issued in response to ipeoifle requeits u to how certain butineas arrangements mayjOr 
may flOt be considered to violate the ami-kiokback laws. Thia provision will aevertly ha«q» jhe 
government’s ablliw to prosecute fraud, is impaciical because it is difficult if not impossible to 
determine intent based on the lubiniasion of the requestor, and requires enormous resourcesp 
implement. Third, the President is proposing to reinfiate the “reasonable Mgence’’ aland^d 
HIPAA the currant itandvd for use of reuonable diligence and made providers lubj^
to cMl monetary pcnalUos only if they acted with deliberate ignoranoe or reckless disregard.

mvrrrflTnN
We have looked beyond the immodirte concerns of budget roductioni end sought to keep our rights 
on the long-term goal, which is safeguvdlng the vltaUty of the Medicare program. As ow Nat^- 
evolvea into a society with greater numbers of the eldvly and iaflnn, we must preserve M»c* 
as a atrong and vital program. The President’s budget modemlxes Medicare, extends the soNeb 
of the Hosphal Insurance Trust Fund by ten yavi. reduces the rVe of powth in Medicare apatdl ig. 
and comrtbuiea to a balanced budget In 2002. Ii is casential that we protect Medicare, end (lur 
payment reforms and stmegiaB wiU ensure that Medicare Is a sound Investment our Nation s heijlih
le^ty.
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Modcrnhing Medicare

New Benefits 
+ Diabetei education
^ Improved mammography beneflts

Colorectal oancar scraaning
+ Increased payment for vaccines with no cost'shuing
* Reipite benefit for AUhdmer‘i patients

Banaflciary Proteetioni
I- Hospital outpatient coinsurance refomi
+ Pan B late enrollmem lurcbarge refotn

Improved financial protections for managed care enrollees

Prudent Purehasing
Centers of excellence 

■r Competitive bidding
* Globa) payment for selected services
+ Inherent reasonahlenfiRB authority
* Post-acute services payment refonn

Improving Choices
+ Expand^ managed care options

Anittud open enrollment for Madigap and managed eara plans 
Comparative informatiun on all choices 
Medigap community rating 
Medigap pra*existtng condition rafb 
Standardias additional benefit packs 
Revise managed care payment
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Older Americans Spend Two and One-Half Times More of Their 

" kicome on Out-of'f’Pcket Health Costs Than the Non-Bderly
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Almost 75 Percent of Medicare Beneficiaries Have
Incomes Under $25,000
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Members of the Subcommittee,

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. I would also like to briefly discuss the 

Administration's proposals addressing Medicaid and Food Stamp benefits 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 initialiv^jiaca that is the tsewe- 

pprcinr)aHy with anrf oin<w-it nritirilty impiwtniH tn the Admiriatfatioil fsF ChiHreft—

■ and FttmiliosO ^ accompanied today by xxx from the Department of Labor, 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 families, move 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 strengthens the work commitment of last 

year's landmark welfare reform legislation and responds to what the President cites as "our moral 

obligation, to madee 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.

1
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First, however, I 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 have nothing to do with promoting the welfare reform goals 

of moving people from welfare to work.yvAs the President said in his State of the Union address 

with respect to his proposed strategy to a^ess these problems, "To do otherwise is simply 

unworthy of a great nation of irrunigrants."

I-IV.
+0 -fu •55J; -h)

Welfare Reform Implementation , - ^ A o - ■ ilC £cilL^f'bu:.o or imoti ^
cCrU.lda£.w. ^vAc> kectr/)\4u JLuai^L£d

The Administration for Children and Families 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 families, and the child support enforcement program. States and the 

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

we are encouraged by the early progress being made.

So far, w’e 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 

to plans already submitted before the July 1,1997 implementation deadline.
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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 provisions 

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, because of many states' requests for clarifications, we issued preliminary

guidance conceming several issues of immediate concern, most notably the definition of which

state expenditures count toward maintenancc-of-effort. The guidance also addresses the

definitions of "assistance,” a key term in determining which expenditures are covered by certain

rules, and "eligible families," a key term in determining which state resources count as

raaintenancc-of-effort. ..n(] '
' A .. .\a .........
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The Clinton A^inistration is committed to an effcctiv^vimplementation of this historic welfare 

reform law ihat transfoims the welfare system into one with tou^j^ork requirements. We have 

a great deal of confidence in the states, and we believe that they will us^ic flexibility in the law 

to strength; n the focus on work. At the came timct the Dtpanmenfwill use^ito odmmwtrativr J

will collect ill the information wc can on how the state^are using their dollarsMd ^ wll take S J 

all the administrative actions in our power to ensure that state ^licies focus on wo

siiThfirity Tn\prpvnif 'i‘ i n.»i'ilnlity m nnHemit thr inTrnf of th^statuterWe

all the administrative actions in our ^cr to ensure^t stetd'’^icies' focus on wbry^e wil 1 J

also work with you and the Governors te ensure that the '>veik paiticipAlIon tatcj ni Uifc juiuiw \
I.......... ...... .. «iuie wa*eCfon.Mtan Stit« Fwlwiil pK>tlMln.< ■ ^ \

U^hM. ~h wa/c /wfc /
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As part of the development of TANF policy and guidance, we have met and continue.tp meet 

with state and local administratois and legislators and their national representatives. AVe also 

have met with advocates, and representatives of non-profit organizations and foundations, 

organized labor, and business organizations. These consultations have helped us lo identify 

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

considered in the development of policy.

During these meetings we have also heard about the critical importance of child care in enabling 

people to move from welfare to work. We were pleased that the new law provided a substantial 

increase in child care funding and increased flexibility for states to design an integrated child 

care system to serve both families on welfare and low-iucomc working families. We refer to the 

newly integrated system as the Child Care Development Fund (CCDF). ACF moved quickly to
A

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

Our Child Care Bureau has taken a number of steps to inform prospective grantees and other

interested parties about the CCDF and to ensure the earliest possible flow of the new' funds in

order to provide continuity between the old and new progratns. We issued new mandatory and

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

by states. Wc designed new sti'eamliiied giaiitee plan Ibiuialo wid data colleotioft---- ^

instmmentg: We have held consultations with grantees and other organizations. Wc now are
OL»vd C ^ He 'I

developing regulations Mi^miancial reporting fonns.. We also are planning for the FY 1998 

grant cycle, for which states and tribes will submit applications by July 1,1997.
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Wc are also proud of the progress states have made in child support enforcement. In 1996, wc 

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 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 revocation programs. Today 

43 states have done so. In addition, 35 smes 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 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.

i..

Ll/L -d •W ‘SMnSVH'-WOdd VmdOd ’Q - 36r-OJ, U::0I i66MI-aad



hKLM MAKY BQUROETTE 36905750 P. 8

The federal Office of Child Support Enforcement is also providing technical assistarice to states 

in implementing the other child support provisions in welfare reform. We are conducting broad 

consultation and outreach to program stakeholders to ensure that the promise of the legislation - 

A strong cMlH flippoTt enforcomerit program — is realized.

1

With respect to the reforms affecting each of these programs, the Administration for Children 

and Families is committed to working closely with the Congress, the States and localities to 

ensure that families receive the supports and encouragement they need to move forward with

their lives, to engage in work, and to support and nurture their ohildren, 1 will now turn to the
?•

Items from the Pitsidenrs budget that are the focus of your invitation - the adoption and 

Welfarc-to-Work initiatives.

The Adoption Initiative

In his radio address to the nation on December 14th, the President set w ambitious national goal:

to nnmher r\f rhiMw»n frnm thi» fnet^r nna^ nynf—i iiikn

fciBtlioa in 2'

i

bidtm asked die Depanmeflt gflkallh and Human gorvifes to report to

him ^ 111 im iim c<>ali.yIwr4‘nT-ai »h:. n.W^nnl pnnt AVt» wj|| he ^ ^

I Preeideul luuioriow.

a/tau.Utj0
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 firom 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 SIO 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 particularly 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 cfTorts on adoption because of a growing consensus that we must 

engage in a more conceited 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 

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. 1 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 adopted; another 7,000 children 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 families. Underlying and compounding these baniers is 

the complexit}' 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 iimovative 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.

iT/OT -d •W ‘2Nn2VH:W0dd VNnidOd 'Q - Z-6i:0i 19:01 L66MI-aad
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We will build on this momentum and continue to look for ways to

0 reduce barriers to permanency in Federal law and regulations through bipartisan 

collaborative efforts

o shoiten the time required to move children to permanence

o reduce procedural barriers and promote practices that move children to permanency more 

quickly by examining a number of policy issue?, stich as reasonable efforts to ensure 

permanency and policies ou thniiig and purpose of dispositional hearings.

<1

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.

Wei farfl.tft-Wof k Initiative

The Welfare to Work Jobs challenge proposed by the President is designed to help States and
reci.pi<?w+a 4-f^lW. roVUxL

cities move a million of the hardeet to employ welfeie seeipiciiU iiilu lasting jebe by-Ae year------

woof It provides $3 billion over 3^ears in mandatory financing through the Department of 

T iibnrtn mram nrvi jnhl flflil in and cities can use these funds to

provide subsidies and other incentives to encourage private business to hire welfare recipients.
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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 least four key things must happen:

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

2. States 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 dependency to the focus on helping people prepare for, find, take, and hold jobs;

3. Private business, ehurclics and others must respond enthusiastically to the President's 

challenge to create jobs;

4. Congress must join with the President to enact two additional pieces of law — (a) the $3 
billion welfare to 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, State-by-
State, welfare-to-work strategy, and make real the promise of welfare reform. This
Administration is dedicated to the realization of that promise.

lira -d •W ‘SNDlSVH:WOdd mim ’Q - Z6T:01 is:01 i66I-II-93d
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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-keg^bs 

in the private sector and keep them. To he successful, it reciuites stremg private .sector support.

The President recently suggested that communities should use “employmcni tuiuicils" like ihe 

one in Kansas 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 ond youth, as well as dislocated workers, We ainticipau that States and 

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

It 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

to meet diis need. i>mi1t nf aprtiw^aa^^o look

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

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

private sector jobs.

\ y
Other tools are available through the Yabor Deparmieui to provide further incentive to create new 

job opportunities for long-term welfare^cipi^ts. These tools include the Work Opportunity 

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

employers who employ welfare recioiMts. 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-pcrcent credit on the first $10,000 a year of wages, for up to 
two years, for workers that they hire who were long-term welfare recipients. For the purpose of 
determining the amount of the credit, employer^ages 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 199^He also proposes to expand the c^dit to 

include adults age 18 to 50 who arc subject t^^ rigorous work requirement under the Food 

Stamp legislative proposal.

lu addition, the Administration proposes a targctcd'^lfarc-to*work tajuCredit designed to cicaie 

new job opportunities for long-term welfare recipientsN^e credit wpuld enable employers to 

claim a 50 percent credit on the first S10,000 of annual w^ pai/to long-term recipienU. The 

credit could be claimed for up to two years and employers wo^ be able to ueat education and 

training assistance, health care, and dependent care as eligible wagb^ The credit would be 

available for wages paid or incurred effective the date of enactment thrqufih^piember 30.2000.

er
v/

Finally, today you will from the Social Security Administratjem about one of the

Administration's key proposals^qsatisfy the President's conunittnent to modify provisions in the 

landmark welfire reform law which nhd nothing to do witlyifoving people from welfare to work.

In addition to restoring basic disability benpfus. the AdhumisUation is proposing additional 

actions to restore equity for legal imnu^tont children and th^ who become disobled after entry. 

■Jlie HHS budget includes ftmdingTo restore Medicaid benefits td'^sabled children, and to legal 

immigrants who are either children or disabled adults - people who chMOt work.
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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. I 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 
prograrhs 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 SSI and Medicaid. This 
proposal would allow ov^ 320,000 legal immigrants to receive SSI and Medicaid 

benefits.

The budget would also provide poor immigrant children the same Medicaid health 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 population while they adjust 
to their new circumstances.
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The budget also creates an exemption for refugee^hat is more sensitive to the needs of this

group. Welfare reform exempted refugees asylees from the benefit restrictions for their first

five years in the country. The budget w^uld extend the exemption from 5 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 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.

r*nnr.lusinT)

In closing, I would like once again to thank you for your suppon on behalf of children living in 

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

together as we seek to realize the goals of independence 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.
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LRM ID: MDH7SUBJECT: HHS Proposed Testimony on Welfare-Related Proposals in the 
President's FY98 Budget

"i-

RESPONSE TO 
LEGISLATIVE REFERRAL 

MEMORANDUM

If your rosponse to this request for vlows is short {o.g., concur/no comment), we prefer that you respond by 
o-mail or by faxing us this response sheet. If the response is short and you prefer to call, plonse ceil the 
branch-wide line shown below (NOT the analyst's line) to leave a message with a legislative assistant.

You may also respond by:
(1) calling the analyst/attorney's direct line (you will be connected to voice mail if the analyst does not 

answer); or
(2) sending us a memo or letter

Please include the LRM number shown above, and tlie subject shown below.

TO:

FROM:

Melinda D. Haskins Phono: 395-3923 Fax: 395-6149
Office of Management and Budget
Branch-Wide Line (to reach legislative assistant): 395-7362

. (Date) 

(Name)

_ (Agency)

__ (Telephone)

The following is the reponso of our agency to your request for views on the abovo-captioned subject:

_____  Concur

No Objection 

No Comment

See proposed edits on pages___________ ___

Other:

FAX RETURN of pages, attached to this roponse sheet
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Members of the Subcommittee,

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 - die 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 benefits 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 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-to-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 importanMo this 

mission. The Welfare-lo-Work initiative reaffirms and strengthens the^workc6mmitment 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 \ulnerable 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 cornerstone to realizing our key goals of work, responsibility and protecting children.

I will close my testinrony by briefly addressing problems in the welfare reform legislation that 

are harmiul 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 otherwise is simply 

unworthy of a great nation of Immigrants."

Welfare Reform Tmplementafinn

The Administration for Children and Families 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 families, and the child support enforcement program. States and the 

Federal government alike arc promptly implementing each of these rnsjor 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 

to plans already submitted before the July 1,1997 implementation deadline.
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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 provisions 

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, because of many states' requests for clarifications, we issued preliminary 

guidance concerning several issues of immediate concern, most notably the definition of which 

state expenditures count toward maintenance-of-cffoit. The guidance also addresses the 

definitions of "assistance," a key term in determining which expenditures arc covered by certain 

rules, and "eligible 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 w'elfare 

reform law that transfoims the welfare system into 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 administrative 

authority to prevent states from using their flexibility to undercut the intent of the statute. We 

will 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 Governors to ensure that the work participation rates in the statute 

take into account overall State 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 and local administrators and legislators and their national representatives. We also 

have met with advocates, and representatives of non«profii 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 critical importance of child care in enabling 

people to move from welfare to work. We were pleased that the new law provided a substantial 

increase in child care flmding and increased flexibility for states to design an integrated child 

care system to sers'c 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 quickly to 

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

Our Child Care Bureau has taken a number of steps to inform prospective grantees and other 

interested parties about the CCDF and to ensure the earliest possible flow of the new' funds in 

order to provide continuity 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. We designed new streamlined grantee plan fonnats 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 arc planning for the FY 1998 

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

Effective dates of the new' requirements vary, but t> pically fall within 1 to 2 years of enactment, 

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

Neveithelcss. 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, 35 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 anticipate meeting the statutory deadline. Since the enactment 

of welfare reform, wc 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 ot Child Support Enforcement is also providing technical assistance to states 

in implementing the other child support provisions in welfare reform. We axe conducting broad 

consultation and outreach to program stakeholders to ensure that the promise of the legislation - 

a strong child support enforcement program — is re.alized.

With respect to the reforms affecting each of these programs, the Administration for Children 

and Families is committed to working closely with the Congress, the States and localities to 

ensure that families receive the supports and encouragement they need to move forward with
I

their lives, to engage in work, and to support and nurture their children. I will now turn to the 

items from the Pits! dents budget that are the focus of your invitation ~ the adoption and 

Welfare-to-Work initiatives.

The Adoption Initiative

In his radio address to the nation on December 14th, the President set an ambitious national goal: 

to double the number of children from the foster care system who are permanently placed in 

families in 2002. The President asked the Department of Health and Human Services to report to 

him by February 14 on our strategies for achieving this national goal. We will he transmitting 

the report to the President tomorrow.

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.
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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, lliis 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 particularly 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 oui efforts 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 

arrangement when they arc unable to return home. We know that some children are in foster care 

far too long awaiting adoption. Last winter, I visited the White House with a teenager who had 

been in several foster placements over the coui se 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. I am pleased to report that this young woman was adopted last year, partially as
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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 pemianencc.

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 children were placed in 

permanent guardianships. There are multiple barriers to permanence for children in foster care 

which include a system ovenvhelmed 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 m 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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Wc wll build on rtils momentum and continue to look for ways to

0 reduce barriers to pemianency in Federal law and regulations through bipartisan 

collaborative efforts

0 shorten the time required to move children to permanence

o reduce procedural barriers and promote practices that move children to permanency more 

quickly by examining a numlier of p<>licy issues, such as reasonable efforts to ensure 

permanency and policies on timuig and purpose of dispositional hearings.

The recent Congressional actions, the President's initiative, the willingness to work together at all 

levels of govemment and innovations in the field make our goals more achievable. We look 

foTW'srd to working with the Congress to realize these goals for children.

Wei fare-to-Work Initiative

The Welfare to Work Jobs challenge proposed by the President is designed to help States atid 

cities move a million of the h«rdeat-to-*mploy welfare recipients into lasting jobs by the year 

2000. It provides S3 billion over 3 years in mandatory financing through the Department of 

Labor to create new jobs and place individuals in them. States and cities can use these funds to 

provide subsidies and other incentives to encourage private business to hire welfare recipients.
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The Jobs Challenge will make it possible for many welfare recipients to do what most want to -- 

work. It will cmpowCT individuals with the skills and information necessary to get and keep jobs 

in the private sector and keep them. To be successful, it re^iuires strong private sector support. 

The President recently suggested that communities should use "employmciu cyuacils" like the 

one in Kansas 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 os dislocated workers. We anticipate that States and 

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

It is now widely recognized that a more targeted job creation measure is needed to supplement 

the TANF Block Grant if we arc to make welfare reform work. The Jobs Challenge is intended 

to meet tliis need. Details of the proposal will he available in the early spring, and w'e look 

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

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

private sector jobs.

Other tools are available through the Labor DcpaiUiiem to piovidc further incentive to create new 

job opportunities for long-tetrm welfare recipients. These tools include the Work Opportunity 

Tax Credit (WOTC) - administered by the State Emplojinent Security Agencies - for 

employers who employ welfare recipients. The President proposes to extend the credit for
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current targeted groups through September 30,1998. 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.

lo addition, tlic Admiulstiation proposes a targeted wclfaie-to-'work tax cirdit designed to create 

new job opportunities for long-term welfare recipients. The credit would enable employers to 

claim a 50 percent credit on the first $ 10,000 of annual wages paid to long-term recipients. The 

credit could be claimed for up to two years and employers would be able to treat education and 

training assistance, health care, and dependent care as eligible wages. The credit would be 

available for wages paid 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 provieione in the 

landmark welfare reform law' which had nothing to 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 ond those who become disabled after entry. 

The HHS budget includes frmding to lestore Medicaid benefits to disabled children, and to legal 

immigrants who are either children or disabled adults - people who cannot w'ork.
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The budget also creates an exemption for refugees that is more sensitive to the needs gf 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 5 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 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 closmg, 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 safety, permanence, 

and well-being for every child.

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


