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(1)

WELFARE REFORM: BUILDING ON SUCCESS

WEDNESDAY, MARCH 12, 2003

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:05 a.m., in

room 215, Dirksen Senate Office Building, Hon. Charles E. Grass-
ley (chairman of the committee) presiding.

Also present: Senators Hatch, Snowe, Smith, Baucus, Rocke-
feller, Breaux, Jeffords, Bingaman, and Lincoln.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. I want to welcome everybody to this hearing on
‘‘Welfare Reform: Building on Success,’’ and particularly for our key
witnesses not only from the administration, but our experts from
around the country who have come here to help bring us up to date
on the success of past legislation and on their ideas for fine- tuning
what we have before us.

Of course, the purpose of this hearing is for members of the Fi-
nance Committee to hear testimony on what improvements are
needed in the 1996 Welfare Reform Act, as the committee works
to reauthorize a temporary assistance for needy families.

The 1996 Welfare Reform Act was passed on a bipartisan basis
and is largely acknowledged to be one of the most successful re-
forms of the decade. To emphasize, during that period of time,
there was a Republican Congress, a Democrat President, and work-
ing together in a bipartisan fashion we got such a bipartisan piece
of major reform through.

I think that that accomplishment in Washington is rare for
things as dramatic change in social policy as that was, but it also
speaks that it was truly tested through the legislative process. I
think we agree that the success of it has been very good.

In 1996, we did work together to enact what is known as TANF,
the Temporary Assistance to Needy Families. As you know, this re-
placed the former Aid to Families with Dependent Children pro-
grams.

Through this program, States were given a great deal of flexi-
bility in designing their welfare programs, resulting in a diverse
set of State programs. The entitlement to individuals was replaced
with a block grant, and a time limit for assistance was established.

States were required to increase the percentage of their caseload
and work activities. These changes contributed to a significant
overhaul of our Nation’s welfare system, moving people from the
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edge of society where people on welfare tend to be, and moving
them into the center of society, because obviously moving up the
economic ladder can only be accomplished if people are in the world
of work.

Despite dire predictions of increased poverty and homelessness
since the implementation of the 1996 Welfare Reform Act, families
have actually moved out of poverty. Families have worked hard to
move into productive roles. The welfare caseload has decreased dra-
matically.

Since the block grant has remained the same, States have had
the ability to use welfare dollars to serve families who may not
have qualified for assistance, but are struggling nonetheless.

I think, as we move to the next phase of welfare reform, we con-
sider how States are serving those families who are not getting as-
sistance, but who remain low-income.

My State of Iowa operates a very successful Diversion program.
As my colleagues know, Diversion actually keeps families from hav-
ing to go on welfare. It is a priority of mine to ensure that States
are able to continue these programs which assist the working poor.

The 1996 reform effort was driven, in large part, by States. At
the time of the enactment of TANF, many States were operating
under waivers from former AFDC programs. States sought experi-
mentation, they sought flexibility under these waivers, so that they
could design innovative and effective welfare programs.

The efforts on behalf of the States to enact meaningful welfare
reform are a critical part of the legislative history behind TANF.
I will be very mindful of the impact of any new reform efforts to
the States.

The States were a crucial stakeholder in the 1996 debate on wel-
fare reform, and they will be again as we consider reauthorization
of TANF. I intend to work closely with States to develop policies
that the States can implement.

I look forward to hearing from our distinguished witnesses today
on what has worked since the 1996 act, and obviously where we
can improve on it for future years.

The President has identified several areas where he believes we
can better assist families make the transition from assistance to
self-sufficiency. I commend the President for his leadership. I, too,
believe that there are some areas associated with the 1996 act
where improvement is warranted.

I would like to have you observe a couple of charts. Everybody
knows that States should be meeting a 45 percent participation
rate. This is shown in the first column.

However, as a result of the caseload reduction credit shown in
the second column, most States actually have to meet an adjusted
work participation rate of zero, and that is shown in the third col-
umn.

Now, I understand that States are not at a zero percent partici-
pation rate because, nationally, States actually average around 34
percent. But, clearly, this is one area where we can do better. If
States know they do not have to meet a higher work participation
rate, there is not a great incentive for States to move individuals
into meaningful activities.
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The next chart demonstrates that a majority of adults receiving
assistance report zero hours of activity. I believe that the honor
and dignity associated with meaningful work is crucial in moving
families to self-sufficiency.

This being the case, I recognize that for some individuals, moving
from no work activity into part-time activity is a considerable lift.
Currently, a State can only get credit towards its work participa-
tion if a client is engaged in 30 hours of activity.

I think it is important for States to work to move more individ-
uals into increased meaningful activity. I think there is merit to al-
lowing States to give partial credit towards their overall work par-
ticipation rate for individuals moving towards full-time employ-
ment.

As we look to improve the act of 1996, I also believe that we need
to consider whether we have done all we can to fulfill a fourth pur-
pose of the 1996 act, and that was to encourage the formation and
the maintenance of two-parent families.

I believe that we need to do more to promote healthy families,
and that this will have a significant impact on child well-being.
Naturally, these policies must have an emphasis upon forming and
maintaining healthy relationships.

The hearing today will have two panels. The first panel consists
of Secretary Thompson, who is already at the table. He is a person
who was a leader on this issue when he was Governor of the great
State of Wisconsin. He brings a great deal of passion and insight
into the welfare reform policies, but he was really, as a State lead-
er, ahead of the Federal Government on this issue.

The second panel will include Howard Hendrick, Secretary of
Health and Human Services, Oklahoma, who will describe that
State’s Healthy Families initiative; Marilyn Ray Smith, Deputy
Commissioner and IV-D Director of the Child Support Enforcement
Division for the State of Massachusetts, testifying on child support
policies; Larry Temple, from the Texas Workforce Commission, to
testify from a practitioner’s perspective on the running of a work
program. Texas has won consecutive high-performance bonuses for
job entry. And Margy Waller, Visiting Fellow, The Brookings Insti-
tution, will provide her recommendations on TANF reauthorization.

[The prepared statement of Senator Grassley appears in the ap-
pendix.]

Senator Baucus?

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA

Senator BAUCUS. Thank you very much, Mr. Chairman. Thank
you for holding this hearing. We succeeded in passing a bipartisan
bill out of the committee last year, and hope we will do so again
this year.

Welcome, Mr. Secretary. You are the leader in this country on
welfare and many related issues, and we very much appreciate not
only your leadership, but your guidance, your counsel. You have
the experience. You know what works. Even more than that, you
have the passion to make it work, and we deeply appreciate that.

Secretary THOMPSON. Thank you, Senator Baucus.
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Senator BAUCUS. We all can agree that the 1996 reform law was
a fundamental change in our Nation’s welfare policy. Prior to that,
the old system had failed. It was time to be bold and try something
new. I must say, I was a very strong supporter of that change in
1996.

Under welfare reform, hundreds of thousands of Americans have
exchanged a welfare check for a paycheck. That is why I consider
welfare reform a success. It is that success that I want to build on.

I am glad to see that the President has asked us to do better,
and even with the success so far, I believe we should not declare
victory and declare that welfare reform is done. There are still two
million families on welfare, and many of the families who have left
welfare are just one crisis away from falling back onto the rolls.

As we seek to reauthorize the 1996 law, I believe we should keep
two goals in mind. First, we should do better in reaching troubled
families still on welfare. Second, we should make sure that those
families who have taken the tentative first steps onto the ladder
of success keep climbing.

I thank the administration for proposing higher work require-
ments and a concept of universal engagement of welfare recipients.
If we get the details right, both of these will help us better reach
families still on welfare.

I also want to thank Senator Hatch, in particular, for his work
on the universal engagement provision that was contained in the
bipartisan bill approved by this committee last year.

I do have some concerns with the proposal by the administration.
The best way to illustrate those concerns is to talk about my home
State of Montana. I have consulted with people all over Montana—
and I mean that—about welfare reform.

We in Montana are proud of our welfare reform program. In the
most recent ‘‘high-performance bonus’’ awards, Montana ranked
number one in the country in getting welfare recipients into jobs.

A comprehensive evaluation by ABT Associates in 2001 found
that Montana’s welfare reform program had made ‘‘impressive
progress toward the goal of family self-sufficiency.’’ The evaluation
also found that Montana’s program had a ‘‘strong commitment to
moving welfare cases into employment as quickly as possible.’’

In Montana, nearly half of those remaining on welfare are Native
Americans. Making welfare reform work better on the reservations
is our most important piece of unfinished business in Montana.
With this goal in mind, I plan to reintroduce my American Indian
Welfare Reform Act, and I hope to incorporate elements of that bill
into the committee mark.

There is widespread agreement in Montana that the administra-
tion’s proposal would require us to make a fundamental change in
what we have been doing. First, it would cut off our successful
waiver program.

More importantly, instead of the Work First strategy we have
been using, we would have to implement a Workfare First ap-
proach. That is because the administration’s proposal restricts pri-
ority work activities by deemphasizing job search and training in
favor of Work Fair.
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That might sense in places like Manhattan, New York and other
big urban areas, but we do not think it makes much sense for Man-
hattan, Montana, population 1,396, or in other rural areas.

As our evaluation found, Montana is already committed to work.
We have just taken a different approach to it, one that we think
makes more sense in rural areas.

And Montana is not the only State where concerns have been ex-
pressed about being forced to change course. An official survey by
State organizations found that more than 40 States considered the
administration’s work requirements to be a fundamental change in
what they were doing.

In 1996, the welfare program was a disaster. It was broken and
major surgery was required. That surgery has been pretty success-
ful. We need to keep going along that path and not force States
into making major strategy shifts.

Another part of building on the success of the 1996 law is main-
taining the support available for former welfare recipients now in
the workforce. There is a lot of talk about how the welfare rolls
have dropped by half. It has, and that is great news.

However, we know a lot less about the huge increase in child
care help that has gone along with the decreased rolls. The number
of families getting child care help from TANF and the child care
block grant has more than doubled since 1996. This makes sense.
When a single mother takes a job, someone has to look after her
children. We want those kids in safe, adult-supervised settings.

Some claim there is plenty of money available to meet the higher
work requirements, but this ignores the way States have invested
the freed-up money from the welfare caseloads into child care and
other work supports. That is what has paid for the big increase in
the child care rolls.

If we do not provide additional resources to meet the higher work
requirements, we are telling the States to cut help for low-income
working families, including former welfare recipients. Otherwise,
they do not have the money for the more demanding programs
called for by the higher work requirements.

I am not going to support something that will lead to child care
cutbacks for low-income working families. It is bad policy because
it means some of those former welfare recipients will fall back onto
the rolls when they lose their child care help. That is not doing bet-
ter.

And it is not fair. We told welfare recipients to get jobs, and huge
numbers of them have done so. We take credit for the success, but
we need to keep our end of the bargain up and help look after their
kids while they work.

It is also an especially bad time to impose higher mandates on
States without providing any additional funding. We all know
about the tough fiscal circumstances facing States.

Montana has already had to limit child care help for working
families, and there is a waiting list of 700 families, which is large
by Montana’s standards. I am not going to make that worse. I want
to find a way to help those 700 families on the waiting list.

As I have said in past hearings, another concern is about the ad-
ministration’s proposal to promote marriage with Federal funding.
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Marriage is a personal and private choice, not one the government
should interfere with.

Despite all the concerns I have expressed, I see a lot of areas
where we share common ground, and I will mention just a couple.
First, Senator Snowe has put forward a comprehensive set of child
support reforms.

Senator Breaux has a good bill to continue transitional Medicaid
for another 5 years. Senator Lincoln has proposed an employment
credit to sharpen the focus on real work. Senator Bayh has a good
bill to promote responsible fatherhood.

All four of these ideas are part of the administration’s proposal,
and that is good news. I am certain we can sort through the details
together and come up with provisions that have widespread bipar-
tisan support.

I look forward to working with the Chairman, the Secretary, and
members of the committee. We have got some momentum here.
Now we just have to build on it. Thank you.

The CHAIRMAN. Thank you very much, Senator Baucus.
We will now call on Secretary Thompson. But I wanted to ac-

knowledge the hard work last year. I think all the members that
worked so hard on that bill are some of us who are here.

I want to give credit to Senator Snowe, to Senator Hatch, to Sen-
ator Rockefeller, to Senator Breaux, and to Senator Jeffords, being
very much involved in the bill that was voted out of committee last
year as well. Senator Baucus, at that time, was Chairman of the
committee.

So, they are showing their continued interest in this legislation
as we try to develop a bipartisan program to come out of com-
mittee, hopefully sometime during the month of May.

Secretary Thompson?

STATEMENT OF HON. TOMMY THOMPSON, SECRETARY, DE-
PARTMENT OF HEALTH AND HUMAN SERVICES, WASH-
INGTON, DC

Secretary THOMPSON. Thank you very much, Chairman Grassley,
Senator Baucus, and all the other distinguished Senators on the Fi-
nance Committee. Thank you so very much for having me. And let
me just start out by thanking each and every one of you for being
so supportive on this issue.

I know all of you worked extremely hard last year to come up
with a bipartisan proposal, and I think it was a tremendous effort.
I salute you and congratulate you, and thank you for it.

I thank you also for inviting me today to discuss the next phase
of welfare reform, the urgency of reauthorizing our welfare and
child care programs. Last year, as you all know and recall, the
President proposed his plan to strengthen the Temporary Assist-
ance for Needy Families and the Child Support Enforcement pro-
gram. His proposal builds a foundation for helping more families
find jobs, achieve self-sufficiency, and become stronger and
healthier.

Mr. Chairman, you have often heard the saying that the best so-
cial program is a profitable company, because profitable companies
create jobs. I would go even further. The most humane social pro-
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gram is a healthy and independent family that has the capacity
and the ability to have a good, paying job.

Federal and State welfare programs should recognize this fact by
helping and encouraging Americans to build and maintain healthy
and independent families. We can do better. The first step was ex-
cellent. The next step can even be better.

President Bush’s proposal for the next phase of welfare reform is
based on four very important goals: help more welfare recipients
achieve independence through work, as Senator Baucus has indi-
cated; promote strong families, as you have indicated, Senator
Grassley; empower States to seek new and innovative solutions to
help welfare recipients achieve independence; and show compassion
to those in need. These goals shaped the administration’s proposal
for TANF, child care, and child support.

The 1996 TANF law has improved the way welfare works in
America. Contrary to the dire warnings of defenders of the old sys-
tem, we have been able to have tremendous successes.

In fact, from March 2001 to the end of the fiscal year in Sep-
tember of 2002, the number of families receiving benefits actually
declined by about 6.5 percent.

Welfare programs grew out of expectations of work and focused
on finding employment that can help families tremendously, even
when economic opportunities appear to be few.

Less dependency on government has not been the only positive
outcome since TANF was created. Employment among single moth-
ers has grown to unprecedented levels. What is even more impor-
tant, child poverty rates are at or near historic lows.

Even after this notable progress, much remains to be done and
States still face many challenges. Our proposal seeks to strengthen
the federal/State welfare partnership by maintaining the Federal
financial commitment to the program, and at the same time in-
creasing State flexibility. The most basic and most critical step is
to move families towards independence by encouraging and sup-
porting work.

A substantial portion of TANF recipients are currently not en-
gaged, as your chart indicated, Mr. Chairman, in any activity lead-
ing toward self-sufficiency, 57 percent. Therefore, we would require
States to engage every TANF family that includes an adult in such
activity.

We would also increase the combined work requirements to a
full-time, 40-hour work week, of which 24 hours are direct work ac-
tivities. We want to move families from the dependence of a wel-
fare check to the independence of a paycheck.

Mr. Chairman, you and I, and all the members of this committee,
know that the best environment for raising children is a family in
which the mother and father are married to each other. The TANF
law on the books recognizes that fact. But some States are still in
the process of building programs that help families and children
become strong and healthy. We must make the well-being of chil-
dren the over-arching purpose and objective of TANF.

In addition, we will be targeting $200 million in Federal funds
towards developing innovative approaches to support healthy mar-
riages and healthy families. Of course, in families where parents
are not married, child support payments are absolutely critical to
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raising healthy children. We have a role in making sure that those
payments are made promptly and completely.

Currently, States and the Federal Government can keep some of
the child support collected on behalf of current and former TANF
recipients in order to defray the cost of welfare. Our proposal would
give States an incentive to pass more of the child support collected
from non-custodial parents directly to the family.

The President’s fiscal year 2004 budget would spend an addi-
tional $218 million over 10 years, but be able to deliver an addi-
tional $7.5 billion in child support to America’s children. Any time
we can get a return of $7.5 billion on an investment of $218 mil-
lion, I think we should go for it.

And to round out this brief picture of how Federal welfare pro-
grams affect children, let me mention child care. Our TANF reau-
thorization proposal is based on our expectation that all families
will be fully engaged in work or other meaningful activities. There-
fore, we support maintaining the historically high level of funding
for child care.

Our Nation’s child care system recognizes that no one under-
stands or cares about a child more than the child’s parents, and
those parents have the natural right to direct the upbringing of
their children.

In the Child Care and Development Fund, we support parental
choice through vouchers and access to a wide range of child care
providers so that families can choose a caregiver that best meets
their needs, whether with a relative, neighbor, child care center, or
faith-based program.

Finally, Mr. Chairman, let me address one last component of our
reauthorization proposal that also helps meet the needs of families
making the transition to independence.

It is called Transitional Medical Assistance, or TMA. TMA allows
families who cannot otherwise afford health care coverage to be
able to continue on Medicaid for up to a year after their work earn-
ings make them ineligible.

The program was scheduled to sunset in September of 2002, but
has been extended by Congress to June 30, 2003. The President’s
budget would extend TMA through fiscal year 2008, at a cost of
$2.4 billion over 5 years.

Through waivers and State plan amendments, we have already
expanded access to health coverage now for more than 2.2 million
individuals, and expanded the range of benefits offered to 6.7 mil-
lion other Americans.

We found that when you offer coverage to parents, you end up
covering more children, which is why we have granted waivers to
cover adults.

As President Bush said earlier this year, the welfare law is a
success because it put government on the side of personal responsi-
bility and has helped people change their life for the better, helped
people realize their dreams, helped people help themselves. That is
one of the key principles of the law that makes a lot of sense that
has helped make the TANF law so effective.

This committee has demonstrated its desire to help low-income
families succeed when you made the hard choices on the original
precedent-setting welfare reform legislation.
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It is time now, ladies and gentlemen, with your help and sup-
port, to take the next steps in welfare reform. The President and
I stand ready to work with you to achieve even greater successes
for America’s neediest families.

I thank you so very much for having me, Mr. Chairman. Now I
will be more than happy to answer your questions.

[The prepared statement of Secretary Thompson appears in the
appendix.]

The CHAIRMAN. We will take five-minute turns. It will be: Grass-
ley, Baucus, Jeffords, Smith, Bingaman, Breaux, Hatch, Snowe,
and Rockefeller, in that order of arrival.

I did previously recognize several members of a bipartisan group
that worked on the bipartisan bill. Senator Lincoln just came in,
and she was part of that also last time, Secretary Thompson, of the
bipartisan bill that was voted out of here. I just wanted to recog-
nize you, along with the other people that I previously mentioned.

Mr. SECRETARY, WE ALL ACKNOWLEDGE THAT WE ARE LIVING IN
AN ERA OF, HOPEFULLY, INCREASED PERSONAL RESPONSIBILITY. The
fact that welfare rolls and child poverty are down are some indica-
tion of that.

But, even though we have many families formerly receiving as-
sistance working, we still have income levels for these families—
not meaning all of those families—still very low. Most of these fam-
ilies, while working, are poor.

Do you agree that the next phase of welfare reform should in-
clude policies that help families move out of poverty? Then I would
follow up with this question. If so, what changes need to be put
into place so that we can help those families achieve self-suffi-
ciency?

And before you answer, my colleagues have heard me say this so
often, they are probably tired of my saying it. But there have been
studies that show tremendous economic mobility of our population.
People that are in the lowest quintile are not there forever.

After 10 years, only about 10 percent of the people that were
originally in the lowest quintile are still in the lowest quintile. We
have an economic system that, if we move people into the world of
work, that will allow us to make great progress. I think that is un-
disputed.

But within that, there are still things that we can do to help peo-
ple, and that is what my question is about.

Secretary THOMPSON. Mr. Chairman, you have been a leader in
this area, and I compliment you on it. There is no question that
we have to do everything we can to strengthen parents and their
children. That is why the SCHIP program was so successful in get-
ting people covered by insurance, and that is why we have used the
waiver process to allow more low-income parents to have insur-
ance.

Second, we are taking many steps in this proposal to strengthen
the family. The first one, is taking money from one program that
provides bonus dollars to states for decreasing illegitimacy, and
putting that into a new fund, an innovative fund to grant dollars
to help communities set up programs that will help parents, first,
if need be, to get married, but also to counsel them, and to help
strengthen their marriages, and so on.
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Third, we are setting up a matching grant program of $100 mil-
lion out of the high-performance grant dollars in order to allow
States to match it dollar-for-dollar to set up programs to promote
healthy marriage. Oklahoma has got a fine program. Other States
have tried programs in this area. We are going to give them some
added dollars to innovate and be able to do that.

The fourth thing we can do together, is allow for job opportuni-
ties. This, of course, is very important. This is why the child sup-
port is so important, and we are expanding the child support collec-
tion abilities by putting in $218 million, and being able to reclaim
about $7.5 billion by reaching out technologically to pick up more
dollars for parents.

We are also allowing for more pass-through dollars so that more
of the dollars collected in child support can go to the family. All of
these things are going to help benefit the children and the family
and assist the family in getting work and being able to become self-
sufficient. That is the objective of the TANF bill, and that is why
I am so interested in supporting the next phase of it, Mr. Chair-
man.

The CHAIRMAN. Thank you very much. I am sure, as former Gov-
ernor, Governors today would still have confidence in your under-
standing the roles of the States and problems that the Federal Gov-
ernment might create for States in this area, or any other area.

So I would like to have you respond to the concerns raised by the
States that they will not be able to meet the increased work re-
quirements detailed in the President’s proposal for welfare reform.

Secretary THOMPSON. I think, Mr. Chairman, that is just not cor-
rect. First, the House has increased the amount of money for child
care from $4.8 billion to $6 billion, an increase of 22 percent. That
is being accepted and supported by the administration.

Second, there is a lot more flexibility for States. Under the cur-
rent law, you have 20 hours of work and 10 hours of things that
you have to do in order to comply. Under this proposal, it is 24
hours of work, an increase of four hours.

But once you achieve that 24 hours, the next 16 hours in the pro-
posal are completely flexible, left up to the States to do what they
want to do in order to comply. They can set up education programs,
they can set up job training programs, they can set up programs
in tutoring and so on. It is much more flexible than the existing
law.

The third thing is, under the current law, a State cannot count
anything towards the credit for the reduction of its caseload until
an individual has received 30 hours of employment, including 10
hours of work-related efforts.

Under the existing proposal, you start getting credit as soon as
you have reached the 24 hours, which is much more flexible. There
are also other provisions in here that allow for flexibility, such as
the fact right now that the States cannot use excess TANF money
for anything but cash assistance after the end of the year.

Under our proposal, they would be able to use this money for
child care, for work-related efforts, for transportation. Last year, it
was $2.5 billion that State could not use. This year, if this would
pass, they could use the $2.5 billion.
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West Virginia has, I think, about $30 million that they could use
for child care, and so on. So there is a lot of flexibility. There is
much more flexibility in this proposed law than the existing law,
Mr. Chairman.

The CHAIRMAN. Thank you.
Senator Baucus, now.
Senator BAUCUS. Thank you, Mr. Chairman.
Mr. Secretary, I am just a little bit concerned. I need some clari-

fication of the resources that the States may or may not have, par-
ticularly for child care. You have said, and correctly said, that we
cannot do welfare reform on the cheap.

Secretary THOMPSON. That is correct.
Senator BAUCUS. I think most agree with that. I am a bit con-

cerned about the administration’s proposed higher work require-
ments, though, without adding, as I understand it, any additional
child care funding.

For example, the proposed doubling of the weekly work require-
ment for mothers with children under six. Those are obviously peo-
ple who especially need child care. Some suggest that States have
plenty of money because the welfare rolls are down, but this ig-
nores the way that freed-up TANF funds have gone to pay for child
care to keep former welfare recipients working.

So my question is, if freed-up dollars are going to those off wel-
fare, and also there are additional requirements for those on wel-
fare and given the State budget difficulties we have in the country,
the question is, where is the money coming from for child care?

Secretary THOMPSON. When we passed the original TANF law,
there was approximately $7,500 per case set down by the Federal
Government. With the reduction in the caseload, it is about
$16,750 per case right now. So, there is additional money.

The House-proposed bill which we are supporting, and, I believe,
the Senate Budget Committee proposal, increases the child care
portion by $1.2 billion, or about a 22 percent increase over what
the President is proposing, and that is being accepted.

Additionally, the States cannot make any claim for a recipient
who works 20 hours, and then only has 9 other hours of work-re-
lated activities. There is no pro rated credit given to the States.

Under our proposal, anybody who works over 24 hours gets that
credit, gets the pro rated share, so it is much more flexible for the
States. With regard to the other 16 hours, the States have complete
discretion, more so than they do under the current law, to deter-
mine how the individual can comply with those 16 hours.

So under the new provisions that we have put in our proposal,
there is a lot more flexibility for States like Montana to meet those
concerns. With the added money put in by the House for child care,
I am confident that the States will have enough to meet the job re-
quirements.

Senator BAUCUS. Just a point of clarification here. It has been
suggested that the $16,000 figure appears to be calculated by add-
ing the total funding in TANF and the child care block grant.

Secretary THOMPSON. That is correct.
Senator BAUCUS. And then dividing the number of families still

receiving a monthly welfare check.
Secretary THOMPSON. That is correct.
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Senator BAUCUS. The concern is that, according to some, based
on statistics developed by GAO, that ignores the million or so fami-
lies that GAO has estimated that are receiving help from TANF,
but not in the form of monthly welfare checks. It also ignores work-
ing families receiving child care help through the child care block
grant.

The block grant, as you know, was created in 1996 out of four
previous child care programs, one of which was to provide child
care for TANF recipients, and the others were to support low-in-
come working families, particularly former welfare recipients, or
those at risk of going on welfare.

So I am wondering if the administration is actually proposing to
end the use of the child care block grant to support working fami-
lies. If not, then is this $16,000 not a bit misleading?

Secretary THOMPSON. No, it really is not. We certainly did not in
any way ever indicate that we were going to reduce or change the
block grants. I would like to point out that the $16,500 figure is
the total accumulation, but you also have to realize that approxi-
mately one-third of the cases in every State do not have to comply
with the time limits because they do not have a parent living with-
in the family. Then, on top of that, they have a 20 percent exemp-
tion beyond that for the time limits. So, truly, almost 50 percent
of the caseloads are not subject to the time limits.

Moreover, under the current law, when a State uses money to
help people get work, or for child care, transportation, anything
like that, that may not be cash assistance, but the time clock starts
running.

Under the proposal the President has made, the program is
much more flexible. If a State gives money for job seeking or job
transportation, but not cash benefits, it does not count against the
5-year time limits. So, the President’s proposal is much more flexi-
ble in that regard.

Senator BAUCUS. Before my time completely expires—it has
about expired—your thoughts why community service is more im-
portant than looking for a job. In my State of Montana, time spent
looking for a job seems to be very well worthwhile. As I mentioned
in my opening remarks, community service might make a lot of
sense in big, urban areas, but in more rural areas, it does not make
near as much sense.

Secretary THOMPSON. I do not disagree with you, Senator.
Senator BAUCUS. So, under the administration’s proposal then,

would States have the flexibility to add, say, job search as a pri-
ority?

Secretary THOMPSON. They do. Absolutely. That 16 hours is com-
pletely discretionary with the States. That is why this proposal is
much more flexible than current law. If that is what Montana
wants to do, I want Montana to do it. If it is successful, the State
should continue to build on that.

Senator BAUCUS. Well, that is good to know. I appreciate that
very much. Thank you.

The CHAIRMAN. The point that Senator Baucus brought up is one
that we will have to look for some middle ground on in trying to
reach a compromise with the administration, and within this group
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as well. But I think you have indicated that, as you have answered
his question, and I was glad to hear that.

Senator Jeffords?
Senator JEFFORDS. Thank you, Mr. Chairman.
I agree with you completely, we cannot overstate the value of

high-quality early childhood programs, especially education.
Right now, the States are being forced to make impossible

choices and it is hard to find a State where the choices do not im-
pact child care.

As you know, we currently serve only one in seven eligible chil-
dren. States are cutting back in quality and in the number of chil-
dren served. They are losing Federal matching funds as they do so.

We need to take the opportunity in this welfare reauthorization
to invest in our children’s future. Instead, the administration has
proposed a level of funding that amounts, basically, to cuts in these
programs.

Every other industrialized nation has federally funded fully early
childhood education for years. I traveled to France earlier this year.
I plan to go to Italy and Finland later this year. They start at two
or 3 years of age.

I talked to national leaders in early childhood education this
week and was alarmed to find out that there were cuts going on
in these areas, and we find ourselves well behind the rest of the
world.

How can we catch up without much more Federal funding in
these areas?

Secretary THOMPSON. Senator Jeffords, as you know you and I
have worked together as partners on early childhood initiatives in
the Education Commission of the States, and you and I co-chaired
a study committee with the National Governors Conference, and
also with the Quality Initiatives, so you know my passion for early
childhood.

Senator JEFFORDS. I know. That is why I asked the question.
Secretary THOMPSON. I also want to quickly point out that I put

a program in in Wisconsin when I was Governor and we did not
have any waiting list whatsoever. Wisconsin had put in enough
money so that every person who wanted child care received it.

I also put in extra dollars for early childhood expansion programs
for those individual groups that wanted to put something spectac-
ular together, something more far-reaching, for early childhood.

Third, Senator, you are right that child care was level funded in
the President’s proposal, but the House has increased funding by
22 percent, going from $4.8 billion to $6 billion, and the adminis-
tration is supporting that. This is an increase of 22 percent over
what was originally introduced.

The fourth thing is, the number of children has gone down by ap-
proximately 57.5 percent from what it was when the welfare reform
act passed. The proposal now would increase funding by 22 percent
and there is a tremendous amount of more dollars for early child-
hood. Like you, I think it is a good investment, and I hope that we
can all support it.

Senator JEFFORDS. Currently, Vermont has a variety of options
for how to assist the TANF clients. One of the most successful ini-
tiatives has been our investment in education and vocational train-
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ing. Clients can take courses that lead them to a commercial driv-
er’s license, certification as a pharmacy technician, or licensed
nurse’s aid. Vermont can do this because of the flexibility in cur-
rent law.

We should expand flexibility and allow the States to have more
options, I believe. If the State believes it can best serve its clients
by allowing them to engage in an education or training program for
a longer period, 18, 24 months, for instance, then why should we
prohibit them from doing so?

Secretary THOMPSON. Senator Jeffords, one of the reasons that
the old AFDC proposal failed is because there was no requirement
for work. The basic premise of welfare reform has always been
work related. In this regard, 24 hours a week is not too much, and
you still have 16 hours to make up your 40 hours to go to school
to get that job training, to get that vocational training.

Moreover, there is an additional 4 months in the House proposal
that allows individuals to go to school, or an additional 3 months
if they need some kind of drug or alcohol treatment in order to get
a job. So, there is plenty of flexibility.

I do not know about you, but I know that I had to work my way
through school, and I worked much more than 24 hours in order
to pay my way through school. I think most students are working
that much, so I do not think this is a hardship.

But I want to just get back to the basic premise, that the reason
that welfare reform in this country has worked so effectively is be-
cause of the requirement of work, getting people that have not
worked before an opportunity to find out how to work, to get a job,
and get the training. That is all-inclusive in the TANF law, and I
think it would be a terrible mistake for us to go backwards to the
old AFDC model where states did not require work.

Senator JEFFORDS. Thank you.
The CHAIRMAN. Thank you, Senator Jeffords.
I now call on Senator Smith, then Senator Bingaman, then Sen-

ator Breaux.
Senator SMITH. Thank you, sir.
Mr. Secretary, good to see you again.
Secretary THOMPSON. It is always a pleasure, my friend.
Senator SMITH. I appreciated very much last week our visit with

you on Medicaid, and appreciated your emphasis then on flexibility.
It is clear that flexibility is still the word of the day when it comes
to reauthorizing welfare reform, and I appreciate that.

I am also aware, in a conversation with my colleague Senator
Wyden this morning, that you and he had extensive conversations
last night about Oregon sort of falling through the cracks in the
proposal that the administration has.

But I also understand, he was very, very appreciative of your em-
phasis and willingness to work this out so Oregon’s very successful
welfare reform can continue. I assume you are aware of the legisla-
tion that he and I have introduced today.

Secretary THOMPSON. I was not when the first question was
asked, but I certainly am today, Senator Smith.

Senator SMITH. You are aware of it now. But what it does for the
record, is it allows States with current TANF waivers to renew
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their waivers through the next welfare reauthorization, which is
within the next five years, or September 30, 2008.

It affects 16 States, Oregon being one of them, which may not
exactly fit within the administration’s proposal. It is my under-
standing that you are going to pursue that proposal, but you are
not hostile to ours.

Secretary THOMPSON. That is right.
Senator SMITH. I just want to publicly thank you and express

what a pleasure it is to work with you to work this out.
Secretary THOMPSON. Thank you very much, Senator Smith. No,

I certainly am not hostile. For somebody that has been dubbed ‘‘the
King of Waivers,’’ I certainly appreciate States that are innovative,
and Oregon has been extremely capable.

In fact, I want you to know this. We used the National Evalua-
tion of Welfare to Work Strategies from Oregon in developing this
proposal.

Senator SMITH. Terrific.
Secretary THOMPSON. So I am very cognizant of the work that

Oregon has done, and want to compliment them and thank them
for their efforts.

Second, I would like to have you take a look at the super waiver
which is in our proposal, because this is made to order for a State
like Oregon that is innovative, because you can have the oppor-
tunity to come in with a waiver in which you can have uniform eli-
gibility for jobs, which you do not have now, between Labor, Edu-
cation, Agriculture, HHS, and HUD.

The second thing you could do is have a national database that
is simplified, and one for all the Federal programs. So a super
waiver in this proposal would be very, very helpful to a State like
Oregon, and I would hope that you would support that as I go
along in supporting your proposal, Senator.

Senator SMITH. It is my understanding, Mr. Secretary, that Or-
egon would not be eligible to apply for the super waiver provision
because it does not propose to blend programs. Is that your under-
standing?

Secretary THOMPSON. That is absolutely incorrect. It could apply
for the super waiver. It could pick and choose. If it wanted to apply
for a waiver from Labor, Education, and Agriculture, or my Depart-
ment, it could pick and choose any way it wanted to.

Second, in the current proposal, the State of Oregon would have
complete flexibility in the 16 hours for developing how it would
comply with the remaining work requirements. So, Oregon’s exist-
ing program would comply, we think, with the 16 hours that are
currently in this proposal.

Senator SMITH. And you do not think they would have to make
changes to existing programs?

Secretary THOMPSON. Absolutely none. That is the reason for the
super waiver, to give you that tremendous flexibility for develop-
ment for a program suitable for your particular State.

Senator SMITH. Well, I just want to publicly thank you for your
clarification and your willingness to work with us. I think you are
clearly a pioneer in the whole area of welfare reform, your own
State being a great model of that.

So, thank you, Mr. Chairman. Thank you, Mr. Secretary.
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Secretary THOMPSON. Thank you, Senator Smith. As you know,
Senator Smith, welfare, Medicaid, the child adoption program, and
the 4-E programs have all got tremendous flexibility for States and
they all were pretty much proposed out of our Department.

Senator SMITH. Thank you.
The CHAIRMAN. Senator Smith, thank you.
Now, to Senator Bingaman.
Senator BINGAMAN. Thank you, Mr. Chairman.
Mr. Secretary, thank you for being here again. We appreciate it.
You have referred to this $1.2 billion additional child care money

that the House added. My understanding is that only $200 million
of that is mandatory.

Secretary THOMPSON. That is correct.
Senator BINGAMAN. The rest is just authorization for funding

that may or may not be appropriated.
Secretary THOMPSON. That is correct.
Senator BINGAMAN. And judging from the package we passed just

a few weeks ago, I would assume it is not going to be appropriated.
Would you agree with that assumption?

Secretary THOMPSON. No, I disagree with that assumption, Sen-
ator Bingaman. As I understand it, the House Budget Committee
is going to put that figure in its budget resolution. I believe the
Senate Budget Committee is going to put that figure in.

You are much more of an expert as to what is going to pass in
the Congress than I am, but if both budget resolutions have that
figure in it and it has already been adopted in the TANF proposal
from the House, then I would presume it would stay in and be ap-
propriated.

Senator BINGAMAN. I certainly hope you are right about that.
Secretary THOMPSON. And the administration supports that, by

the way.
Senator BINGAMAN. You support that level. In my State, we have

just recently decreased child care eligibility from 200 percent of
poverty to 100 percent. Many, many States have pretty drastically
cut their funding for child care just in 2002, as I understand it, and
others are planning to do so even more.

I am very concerned that the level of support that we are seeing,
even with what the House has done, does not allow for the current
level of child care funding, does not allow the current level of re-
cipients to continue. We are going to see cutbacks in child care
funding. Do you see it differently?

Secretary THOMPSON. I know the States are very stressed. I
know that 38 States last year had proposals to reduce Medicaid. I
know over 43 States this year are advocating changes in all of the
social programs, and I am concerned about that.

But I would like to point out that we have fewer than half the
number of children in TANF as we did when the law was enacted
in 1996. Even with level funding, that should mean that there is
double the amount of money, less inflation, for each child than
there was in 1996.

With the additional 22 percent from the House, that increases
the amount a great deal. I do not know of many programs this year
that are going to have approximately a 22 percent increase. So, I
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think the Congress and the administration are being very generous
in this regard.

I would like to be able, like you, to have more money for child
care because I happen to be passionate about this particular pro-
posal, and I believe that the best way to get people off of welfare
is by investing in the children.

Senator BINGAMAN. A lot of the waiver options that you dis-
cussed relative to Oregon do not exist for New Mexico, as I under-
stand it.

Secretary THOMPSON. I hasten to disagree with you, Senator, be-
cause the same waivers are going to be available for New Mexico
as they are for Oregon, Wisconsin, Vermont, and Louisiana.

Senator BINGAMAN. I had thought that Oregon had a waiver to
use their funding for post-secondary education.

Secretary THOMPSON. You are talking about a specific waiver. I
thought you were talking about the superwaiver authority.

Senator BINGAMAN. Right. But we would not be able to get that
kind of authority, as I understand it. You have to have already had
a waiver in order to be eligible for it.

Secretary THOMPSON. I do not have the authority, Senator, under
the AFDC or the TANF proposal, to give waivers under that. So,
I cannot give a waiver for New Mexico.

If you give me the authority, I would certainly help out New
Mexico with waivers, which I have done many times already in the
past with waivers, as you know, and would be more than happy to
do so again Senator.

Senator BINGAMAN. Well, we will work to try to get you that au-
thority. Thank you very much.

Secretary THOMPSON. I would love you if you did.
Senator BINGAMAN. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Bingaman.
Now it is Senator Breaux’s turn.
Senator BREAUX. Thank you, Mr. Chairman.
Welcome back, Mr. Secretary. It is always a pleasure to have you

before the committee.
Secretary THOMPSON. It is always a pleasure to be with you, my

friend.
Senator BREAUX. I have been here for 30 years and I have come

to the conclusion that one of the many problems that is wrong with
Congress is that we spend far too much time trying to fix things
that are not broken, and far too little time trying to actually fix
programs that are, in fact, broken. Medicare and Social Security
are two great examples of programs that are broken, and we are
not doing nearly enough to try and fix them.

However, welfare is not in that category. It is a program that I
think is not only not broken, I think it has been a real success be-
cause of what Congress did in a bipartisan fashion.

If you look at the statistics, welfare rolls have fallen by about al-
most 60 percent nationwide. Work among single mothers heading
up families has increased by almost 40 percent.

In my own State of Louisiana, most families, about 63 percent,
are meeting the Federal work participation requirements with pri-
vate sector employment, which is what we want. About 20 percent
additional do so with educational activities.
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So I think, by any measure, the welfare reform program is really
a real success, and everybody can take credit for it, Republicans,
Democrats, previous administrations, this administration. It is a
real success program.

But what we are proposing, as I see it, and not only I see it, 41
of the 47 States in the NGA that responded to the poll they sent
out, said that a new proposal from the administration would cause
them to make fundamental changes to State strategies or redirect
TANF resources.

So my concern is that, while the administration in many areas—
and I would agree in some of the things that you are giving more
flexibility to States. The Medicaid program is an example of that.
The States can already do 40 hours of work if they want to now.
There is nothing that prohibits that. They have that flexibility.

But here we have got a mandate coming from Washington that
you have got to go to 40 hours. Washington knows best. We know
40 hours is better than 30, even though the 30 hours has been a
huge success by any standard of measurement.

Then we looked at, if we do go to 40 and mandate it, which is
contrary to what the administration is doing in Medicaid and other
programs where we are giving them more flexibility, here we man-
date it, no waivers, 40 hours, do it, Washington knows best.

But then when CBO looks at that, CBO tells us last year when
they looked at the 40-hour work requirement, they estimated that
if States were required to enforce the 40-hour work requirement
and meet the increased participation rate target, 70 percent, that
is in the bill, the cost to the States of meeting the new work re-
quirements would be up to $11 billion over 5 years, roughly $6 bil-
lion in work program costs and $5 billion in increased child care
costs for the work program participants.

So my question is, we have got a program that works and huge
success. Now we are coming back to say, well, despite that success,
we are going to give you more mandates on the work requirements
and not nearly enough money to meet them.

To me, that is a very inconsistent recommendation that I think
needs a great deal of work before we do anything. We had a very
tripartisan group of Senators on this committee that said, look, if
States want to go to 40 hours, let them do it.

But 30 hours is working just fine. Why not keep it like that?
Where are we going to get the money if we go to 40? CBO says $1
billion is not enough. They are saying $11 billion is what we need.

Secretary THOMPSON. Senator Breaux, let me try and answer it
this way. States, right now, have to have individuals work for 30
hours, 20 hours plus 10 in work activities. That 10 hours is very
restricted. It is very much more of a mandate.

Under the proposal that we are pushing, 24 hours—an increase
of four hours—20 to 24 hours is actual work, but the next 16 hours
is completely left up to States how they would comply with it.

So if the States wanted to tell individuals, go to school, that
would be fine. If the States wanted to set up work programs, that
is fine. If the States wanted to have individuals be mentors, that
is fine. It is completely discretionary with the States.

Senator BREAUX. Can they allow them to count vocational edu-
cation for over 3 months?
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Secretary THOMPSON. Yes, they can.
Senator BREAUX. Over 3 months?
Secretary THOMPSON. Yes, they can, within the 16 hours. If they

work the 24 hours, absolutely.
Senator BREAUX. Are you reducing the vocational education in

the 24 hours?
Secretary THOMPSON. The 16 hours, if they want to have the in-

dividual go to——
Senator BREAUX. The 24 hours.
Secretary THOMPSON. The 24 hours. No. The 24 hours is focused

on work.
Senator BREAUX. No, no, no. You are reducing the vocational

education training counting for the 24 hours down to 3 months. Is
that not correct?

Secretary THOMPSON. That is correct.
Senator BREAUX. And why is that? Vocational education is——
Secretary THOMPSON. Because we give the States complete flexi-

bility. If they want to increase that, they certainly can.
Senator BREAUX. States have the flexibility to go to 40 hours?
Secretary THOMPSON. The States have the flexibility in going

from 24 hours to 40 hours.
Senator BREAUX. They have flexibility on the 40 hours. They can

do 40 hours now if they want. We are mandating 40 hours.
Secretary THOMPSON. We are mandating, but it is not in every

individual case. That is a big difference. One-third of the cases,
Senator, do not have to comply with the law because they do not
have a parent living in the family. Then on top of that, there is an
additional 20 percent exemption, so you are really talking about 50
percent of the families.

The one requirement we really are requiring here, and you can
call this a mandate, is we are requiring every State to have an in-
dividual work program for every individual recipient.

Senator BREAUX. Well, my time is up, and our time is up. I
would just conclude by saying I do not think the administration
has made their case to mandate 40 hours with no real additional
funding, because CBO tells us we need substantially more to meet
that requirement. That case has not yet been made.

Secretary THOMPSON. Thank you, Senator Breaux.
The CHAIRMAN. Thank you, Senator Breaux.
I am going to skip over Senator Hatch because he had to go to

the Leader’s office for a meeting, and go to Senator Snowe.
Senator SNOWE. Thank you, Mr. Chairman.
Welcome, Mr. Secretary. I thank you for being here today and

addressing an issue that, obviously, you have provided an enor-
mous amount of leadership on in the past in your previous capacity
as Governor, and now as Secretary, and I thank you.

Just to follow up on some of the issues concerning flexibility, be-
cause I really do think that is the crux of the issue here in remov-
ing the barriers for the remaining caseload on welfare across this
country in terms of reaching and accomplishing self-sufficiency,
and what is going to constitute allowable work activities and other
activities.

So reaching the 70 percent participation rate, plus the 40-hour
work week, how you accomplish that without being so stringent

VerDate 11-MAY-2000 12:14 Jan 30, 2004 Jkt 000000 PO 00000 Frm 00023 Fmt 6633 Sfmt 6633 88259.000 SFINANC2 PsN: SFINANC2



20

and restrictive that it makes it virtually impossible for the recipi-
ent to reach those levels or the State to meet those goals without
exacting a tremendous cost one way or the other.

In one of the ideas that I have recommended and introduced in
the last Congress, because I really think it is such a worthwhile
endeavor to be an allowable activity, is being able to pursue a post-
secondary education.

I mean, Maine has very successfully adopted a program known
as Parents as Scholars, allowing TANF recipients to pursue higher
education. I think it has been misrepresented, when I introduced
it last time, that somehow we are subsidizing tuition, and so on,
and so forth.

The idea of allowing individuals to achieve and accomplish high-
er education is something that we all should strive for. Ninety per-
cent of those who have participated in the program in Maine have
successfully moved off any kind of welfare assistance and they have
increased their income by more than 50 percent.

I mean, the stories that have been told in Maine by individuals
who have participated in this program is really something beyond
astonishing. I met with a number of recipients. There was one
woman who had an infant who actually who slept on a friend’s
couch and went to school every day, hitchhiked to college every day
in order to do it.

Another individual recipient had a special needs child. Beyond
the fact that she was able to do post-secondary education, she is
now moving on to law school. I mean, those are the kinds of success
stories that are indicative of individuals who are given the oppor-
tunity.

I think we ought to incorporate that kind of flexibility, allowing
them to be able to be supported in terms of the things that will
allow them to pursue higher education, such as transportation, for
example, books and supplies, and other kinds of things that allow
them to pursue an education. Obviously, they have to be enrolled
in a college, they will have to maintain a certain grade standard.

But it has been a success story in Maine, unequivocally. So, I
would hope that you would consider this as one opportunity that
should be available to recipients and be an allowable work activity.

Secretary THOMPSON. Senator Snowe, I know of your passion and
I want to compliment you, because you have been a friend and a
mentor of mine on many different subjects, and I thank you for
that.

I would like to point out that people really do not understand one
of the provisions of our proposal, and I really would like to explain
that. Under the current law, you have to have 20 hours of work,
plus 10 hours of other work-related activities.

If you only put in 29 hours, the State does not get to count that.
It does not get to count the 29 hours of effort. Under the proposal
that we are advancing, states get to count the pro rated share for
anybody who works over 24 hours. So, it is much more flexible for
States in that regard.

The second thing is, I do want to work with you, as I have on
Medicare and on many other things. As an individual who started
welfare reform in Wisconsin, our basic premise was, and still is,
that you have to have a work requirement.
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If you completely exempt the work requirement and just allow
school, I do not think you ever really get to the accomplishments
that TANF originally had.

That is where you and I differ. I think that if you had an indi-
vidual that worked 24 hours a week and still went to school for 16
hours, you would have a very successful program. I agree with you.
The best we can do is to have people go to school. But I think the
work is absolutely key to a successful TANF program, and that is
why I am fighting so hard for that particular portion.

Senator SNOWE. But in this program there is a work require-
ment, so they have a work requirement, they have to go to school,
and they have to take care of their children. I mean, we have to
look at the circumstances that these individuals are in. I think that
is the reality, if we are going to be successful.

If we were just driven to look at the numbers and just reducing
numbers without looking at the human beings who are behind
those numbers, then I think that is going to be a real travesty be-
cause we are not going to be successful. I would like to be able to
give people opportunities, and access to opportunities, in a realistic
way, that they ought to be able to accomplish both.

If they want to do that, they ought to be given that, the fact that
they get off welfare permanently, they are able to elevate their
standard of living, they are able to break the cycle of dependency.

One of the stories that I heard over and over again from these
individuals who participate in this program, is that they became a
model, an example to their children.

For the first time, their children were able to see an individual
pursuing college, that they were creating that goal. So beyond the
fact that it is an individual success story, it becomes a success
story for generations because you are breaking the cycle of depend-
ency.

I hope that we will allow this fluidity of thought incorporated in
the welfare program, because I really do think it is the way to go.

Secretary THOMPSON. Senator Snowe, very quickly, the current
law is number driven. The proposal is not number driven. It allows
for much more credit and much more flexibility for the States. That
is what I do not think people really understand. The current TANF
law is very number driven, much more so than this proposal.

Second, if we can work out a proposal for work and school, I
think that is the best of both worlds. But I still think you have to
have the work component. You and I may differ about it, but I
think we both agree, education is fantastic.

The more we can get people to go to school and get better
trained, the better off they are going to be, the better off their fami-
lies are going to be, the better off the cities, communities, and
States will be. So, I am fully in favor of that. I just believe the cor-
nerstone of welfare reform successes has been the work component.

Senator SNOWE. Thank you, Mr. Secretary. I am looking forward
to working with you on this. Thank you.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Snowe.
Now I call on Senator Rockefeller, then Senator Lincoln.
Senator ROCKEFELLER. Thank you, Mr. Chairman. Good morn-

ing, Mr. Secretary.
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Secretary THOMPSON. Good morning, Senator Rockefeller.
Senator ROCKEFELLER. I do not know what it is that is moving

around inside of me, but there is a lot of worry. I have enormous
respect for you, as you know. I also have an enormous attachment
to the State I represent, and the people.

Basically, our caseload since June of 2000 has gone up from
10,000 to 16,000. What it basically means, is that only 25 percent
of the eligible families are being served in West Virginia.

Now, I will grant you that West Virginia is not as rich as Arkan-
sas. But I have to focus on West Virginia. What we tend to do, I
think, is we talk about numbers of hours of work rules, child care,
and this and that, and we sort of forget about all of these people,
which is very strong in my soul, simply because of my Vista volun-
teer experience.

We have had to go from 200 percent of poverty down to 150 per-
cent of poverty as a result of what is now in existence, and we have
had to double the co-payment up to about 50 percent for families.

Now, you make assumptions about what the appropriation is
going to do. There is no way in my mind that you can do 40 hours,
24/16, and in effect allow sufficient vocational education, even
though you answered, yes, it was possible over 3 months.

Vocational education takes a lot longer than three months. If we
are going to prepare people for work, then we really need to pre-
pare them for work, not just sliding in and sliding out, as happens
too much in our State.

The CBO numbers on child care, I would think, would be pro-
foundly disturbing to you, Mr. Secretary, because of who you are
and what kind of a Governor you were/are. You talk about a 22
percent increase, and that always wins points when you say that
in front of a crowd.

Except the question is, what does the 22 percent actually accom-
plish? If an $8 to 11 billion—and I would have to assume the $11
billion—is, in fact, needed but is not being given, and if you are liv-
ing in a State like West Virginia where there are only 14 commu-
nities in the entire State that have populations of over 10,000, so
that sort of describes a little bit of what ruralness means, getting
child care, even if you have the money to do it, is an unbelievably
difficult prospect.

Getting child care in Washington, DC is not easy. Getting child
care in West Virginia to get people to come to be able to do that,
who are qualified to do that, is an unbelievably hard thing to do.

So I really agree with John Breaux. I do not know what is wrong
with the 30 hours. I do think that when you go from 30 to 40, then
you have an enormous number of reporting requirements, you have
all these 16 hours, all this collecting of data, creating activities,
providing child care. They all have costs, it is bureaucratic. Why
not just focus on the work part of it?

West Virginia is being hurt by this, will be hurt by this. We are
in terrible fiscal constraints, as all States are. The child care
money is not going to cut it. Quite frankly, if the child care money
does not cut it, then the program is not going to work.

If the child care is not there, all the other parts that you like are
not going to work. Sometimes I wonder if you are confusing child
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care and child enforcement when you talk about some of these
numbers.

Secretary THOMPSON. No, I am not confused at all.
Senator ROCKEFELLER. But I just want to tell you, I have pro-

found worries about it. Senator Snowe is gone now, but we had a
thing last year which she and others were supportive of.

We went $5.5 billion more for child care, $2.5 billion more in the
basic block grant for child care, $5.5 billion for full funding of So-
cial Security’s block grant for child care, transportation, and other
work supports.

Now, we did not do that because we wanted to spend money, be-
cause there is no money to spend. We did it because we thought
that was what was necessary to make it work.

So I have this profound sense of disquietude in me about the
good words that you are saying from a good heart, leading to a pro-
gram that is not ultimately going to be able to work, as Senator
Breaux indicated.

Secretary THOMPSON. Let me try and reduce your anxiety, Sen-
ator. First, let me compliment you for your passion and your com-
passion on this subject. I know full well of your history and your
career in regards to Vista, and what you do in the bills that you
support and submit.

So, I know where you are and I know full well that you are dedi-
cated in this area. So, let me start off by saying thank you to you
for that. But I just would like to give you some basic numbers. The
caseload on children is 43 percent of what it was in 1996.

At that time, we were spending $2.1 billion in discretionary
money for child care, $2.7 billion on mandatory funding. Under the
House proposal, that has gone up to $2.9 billion for mandatory and
$3.1 billion for discretionary programs, for a total of $6 billion.

So if you have half the kids in 1996 and you have a 22 percent
increase going into this coming year, that is a sizeable amount of
dollars per child. I think the States are doing a good job. The
States are financially stressed right now.

The difficulty is, we are fighting a war. We have a pending war,
possibly. We have economic conditions that are not the best. I
would think that a 22 percent increase is about all we can afford
at this particular point in time.

I agree that it is a tremendous investment. It is the right invest-
ment for our children. But I think going from $4.8 billion to $6 bil-
lion is a sizeable increase.

Senator ROCKEFELLER. Could I just add one point there? The
Chairman has not said no, so I am going to go ahead. Does it not
make more sense then to take that 22 percent increase which you
speak of and calibrate it so that it fully affects the number of peo-
ple who will be required to do X number of hours or X number of
work? In other words, make the reality equal the numbers. Make
the program equal the numbers that you think are going to get ap-
propriated.

Secretary THOMPSON. I would love to work with you on that. I
am sure that we could reach an agreement, Senator Rockefeller.

The second point I wanted to make on your comments is that——
Senator ROCKEFELLER. That was not heart-felt on your part.
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Secretary THOMPSON. How do you know it was not heart-felt?
Every time I answer you it is heart-felt, Senator.

Senator ROCKEFELLER. Because if CBO, like John Breaux is say-
ing, says it is way more than that for child care, then why do you
put families under a mandate to go to a certain number of hours
when they are not going to be able to get the child care mathemati-
cally?

Secretary THOMPSON. Allow me to finish my explanation, Sen-
ator.

Senator ROCKEFELLER. Sure.
Secretary THOMPSON. The second thing is, people do not under-

stand that the core work requirement go up from 20 to 24 hours,
but the extra 16 hours is going to be left with the Governor and
the legislature in West Virginia as to how individuals comply with
it. It is going to be completely discretionary with the State of West
Virginia.

Third, the House-proposed bill reduced the requirement from 40
hours a week to 160 hours a month, which equates to 37 hours a
week. So, actually, it is a reduction from 40 hours to 37 hours. I
believe that is what the State employees work in West Virginia. I
may be wrong on that, but that is what I have heard.

So it equates to exactly what the State employees have. What I
really want, and this is going to be much more important for the
program’s success, is to require the State to have a work plan for
each individual family.

In the 13 hours, from the 24 to the 37, the States can set up pro-
grams for education, for tutoring, for whatever achieves the pur-
poses of TANF. That, to me, is the flexibility that you would want
and that the State of West Virginia would want.

If the State of West Virginia decided that in order to save money,
the parents had to accompany the children to school or to day care,
that would comply. So, there are many ways in which this proposal
that we are advancing would meet your concerns and your anxiety,
Senator.

If I was not as heart-felt as you thought I should be, I want to
tell you, I am passionate about this subject and I want to work
with you. I want to come up with a proposal that you would like
to support, Senator Rockefeller. That is what I would like to have
happen.

Senator BAUCUS. You may get what you ask for.
Senator ROCKEFELLER. I hope Mitch Daniels agrees with you.
Secretary THOMPSON. I am not going there, Senator.
The CHAIRMAN. Senator Rockefeller, I would hope that even a

Republican having a heart carries great weight with you. [Laugh-
ter.]

Before Senator Lincoln, I hope that when Senator Lincoln’s 5
minutes is up, that we could go on to the next panel. I would like
to have members submit questions for answer in writing if there
are further questions of Secretary Thompson.

Senator LINCOLN. Thank you, Mr. Chairman, and especially for
your involvement in this issue, because it is so critical to so many
of our States.

Mr. Secretary, we appreciate your willingness to come meet with
us today. Hopefully in the coming months so that we can move
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something productively through as quickly as possible. For many of
our States, that is essential.

By law, the State of Arkansas’ legislature meets only every 2
years, and by law is required to do a balanced budget for those up-
coming 2 years, so they need to know what they can expect in
terms of TANF.

As we have all said, it is largely been a success story and we
have all been a very proud part of helping to make that happen,
focusing on remaining true, I think, to the original aims of welfare
policy, which is to serve as a safety net in difficult times and to
help families become self-sufficient.

But we still have many obstacles to overcome. Although we have
gotten many off of the welfare rolls, those that do remain still face
major barriers. In our State of Arkansas, which is similar to many
other rural States, transportation and child care are absolutely es-
sential issues that we have to address or we are not going to be
able to make the strides that we all so desperately want to make
in the legislation that we are looking at. I would like us to keep
those major barriers in mind as we move forward on some of these
issues.

I just have a couple of questions, and a few comments, Mr. Sec-
retary. To Senator Snowe’s question, I would just say, as you men-
tion, that States cannot count people at 29 hours of work. Under
our bill last year, they could.

Obviously, our employment credit was a big part of that bill, and
the partial credit portion of that would allow States to encourage,
as well as reward, people for getting into jobs and reward them
even further for continuing towards good-paying jobs, which I think
is ultimately what our whole objective is, and that is independence.

So, I hope that we can continue to discuss that and look at the
possibilities of that flexibility that we do give to States.

Secretary THOMPSON. Absolutely.
Senator LINCOLN. I also would like to ask a couple of questions.

My understanding is that under current law under TANF, single
mothers who have children under the age of six get an exemption
in terms of the work hours. Under the bill that you all have pro-
posed, that is only for mothers who have children under 6 months
of age. Is that correct?

Secretary THOMPSON. One year.
Senator LINCOLN. It is 1 year? Because last year I think it was

6 months.
Secretary THOMPSON. It is 1 year.
Senator LINCOLN. One year. All right. So now mothers with chil-

dren under the age of one get an exemption.
Now, if you have a two-parent family on TANF, do both of their

work hours go towards the work hours?
Secretary THOMPSON. Yes, they do. And it is unified, which is so

much better than the current law, because the current law requires
you to keep separate records and increases the amount.

Senator LINCOLN. The only problem I have with that, though,
Mr. Secretary, is that you are requiring the single mother to meet
that same requirement of 40 hours. You are letting a dual family
combine their hours to meet that requirement. Is that correct?

Secretary THOMPSON. That is correct.
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Senator LINCOLN. Well, I do not know. I am extremely blessed
with a wonderful husband who is also a great father and a tremen-
dous help. But I have many friends that are single mothers, and
it is an enormously hard household to manage if you are going to
be required to bring to the table the same that a dual family house-
hold does.

So I just hope that we will take into consideration, when you are
looking at families, particularly single mothers, which is predomi-
nantly what we have left on the welfare rolls in my State, who
have children under the age of six, but over the age of one, they
are going to be put in some enormous constraints in terms of child
care, and not only that, but the emotional aspect.

I think we all agree to the importance of parenting in those early
years of a child’s life. I fight hard every day, with the incredible
support system I have, to get home and spend the few precious
hours I can with my children.

So I guess the question and the point I would like to make is,
as we move towards what we are trying to establish as what is pro-
ductive for getting people into the workforce and that is family
friendly in making sure that our families are going to be strong
and our children are going to be well cared for and secure—we all
ask for a 24-hour work week. We are talking, for 24 hours of that
work requirement. We did not increase the additional hours, as you
all did.

I guess I would just ask, what value does the administration
place on requiring welfare recipients to engage in an additional 10
hours of busywork that takes the majority of these recipients who
are single mothers away from their children, and is going to cost
us in additional child care?

Secretary THOMPSON. You have raised lots of points. Can I try
and address them?

Senator LINCOLN. Absolutely.
Secretary THOMPSON. First, our proposal does allow for the pro

rated credit, which the existing law does not.
Senator LINCOLN. The credit?
Secretary THOMPSON. The credit counting towards job participa-

tion. If an individual works 24 hours, anything above that is then
calculated, whereas, under existing law, a person has to have 30
hours of work or it is not counted. So, flexibility is built into our
proposal.

Second, in your job credit, we computed it out and found that it
would have some——

Senator LINCOLN. The employment credit. I am sorry. Is that
what you are talking about? Not the work requirement.

Secretary THOMPSON. Well, the work requirement is what I
talked about. Now I am going to employment.

Senator LINCOLN. All right.
Secretary THOMPSON. All right. I am trying to get through your

questions as quickly as possible before my time runs out.
The employment credit that you had, and we have computed it

out, would not really require people to work. I would like to work
with you on your employment credit, but I think there has to be
a flat bottom of at least 50 percent of people participating, or else
you are going to have a chart like the one Senator Grassley put up
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in which 57.5 percent of the people do not have to participate, and
I think that would be a mistake. So, I think we could work on that.

Third, we have found, from talking and doing a lot of surveys
with States, that dual recordkeeping on two-family households
caused a great deal of problems with the States, so we simplified
it. That is why it got down to one.

Fourth, in regards to the 13 hours, we just think that that extra
13 hours is really equivalent to what every other person has to do,
and we are trying to get the welfare recipient to look at the work
world just like you and I have to, and that is 40 hours, or in this
case 37 hours.

We are leaving complete discretion up to the State of Arkansas
to determine how those individuals could comply. Is it more school?
Is it more attending classes? Is it more job training? Is it more job
seeking? Is it more job shadowing?

Whatever the State wants, that is completely discretionary, so it
is much more flexible than the current 30 hours, which is really re-
stricted as to what you have to do to comply with that. Unless you
have the 30 hours, you do not get to count any portion of that. So
there is a lot of flexibility.

I do want to work with you. I know of your concerns on this. I
am confident that, if we work together, we can reach a very equi-
table bill that will continue to move welfare forward. I know that
is what you want, and that certainly is my passion.

Senator LINCOLN. Well, I appreciate it, Mr. Secretary. I do not
have a problem in terms of your dual reporting and making that
easier for the States. I just simply say, we do not miss the forest
for the trees. That is, the majority of the people now who are faced
with more barriers are single mothers.

Secretary THOMPSON. You are absolutely correct there.
Senator LINCOLN. If you are going to put an even heavier re-

quirement on single mothers than you do on dual-family house-
holds, I think we may find that we are not going to find the success
we have had in past years. We need to take into consideration the
actual population that we are working with now. But I appreciate
your work, and am looking forward to working with you to come
up with some solutions.

Secretary THOMPSON. Thank you.
The CHAIRMAN. Thank you, Secretary Thompson.
[The questions appear in the appendix.]
The CHAIRMAN. I have already given the background of our next

panel, so I call Mr. Hendrick, Ms. Smith, Mr. Temple, and Ms.
Waller to the table.

I would announce for the next panel, I know each of you will
have a very long statement that you will want included in the
record. That will automatically be included. Then hopefully, as per
our staff’s recommendations to you, you would summarize in the
five minutes that each of you are allowed.

Then we will go to questions, and perhaps we will probably only
have one round of questions, if that is all right with my colleagues,
because of the late hour.

I think, Mr. Hendrick, Ms. Smith, Mr. Temple, and Ms. Waller,
we will go in that order. So please start out, Mr. Hendrick.
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STATEMENT OF HOWARD HENDRICK, DIRECTOR, OKLAHOMA
HUMAN SERVICES, OKLAHOMA CITY, OKLAHOMA

Mr. HENDRICK. Thank you, Senator Grassley, members of the
committee. Thank you for the invitation to be here today.

I have been asked to share with you some of Oklahoma’s welfare
reform successes, with particular emphasis on our family-forming
initiatives, particularly as they surround the specific purpose in
TANF to promote marriage.

In Oklahoma, we hope to continue to have Congressional author-
ity to spend TANF funds for family strengthening efforts, because
research shows that child well-being is enhanced when children are
reared in two-parent families where the parents have a low-conflict
marriage.

Like many States, Oklahoma has enjoyed a variety of welfare re-
form successes. I have attached to my testimony five of them. In
summary, they are: 1) Work First initiatives have led to a 70 per-
cent reduction in our caseloads compared to where they are 5 to 8
years ago; 2) Oklahoma developed the Nation’s first tiered reim-
bursement system for child care. We believe that this tiered reim-
bursement system really is transforming child care in Oklahoma
from a custodial care environment to a developmentally enriching
experience; 3) we developed the Nation’s first electronic benefit
transfer system for child care payments, and its development is im-
proving recordkeeping, expediting vendor payments, and reducing
fraud; 4) Oklahoma has made a strong commitment to address the
substance abuse needs of TANF families which would not have
been possible in an entitlement environment that compelled the
distribution of cash to chemically-dependent parents; and 5) while
much works remains to be done, Oklahoma has a completely over-
hauled child support enforcement system that includes paternity
establishment in 90 percent of the out-of-wedlock births, a State-
wide centralized payment distribution unit, a PWRORA compliant
computer system, and significant increases in child support collec-
tions, even in a slow economy.

From my perspective, welfare reform has been an incredible suc-
cess. The governmental supports to families like accessing cash as-
sistance, employment skill development, employment barrier re-
moval by accessing substance abuse services and quality child care,
and enforcing non-custodial parent financial responsibility through
child support, are being administered better today than ever.

Unfortunately, the natural supports that come from healthy fam-
ily relationships are in poor condition. The National KIDS count in-
dicates that last year the percentage of households with children
headed by a single adult reached an all-time high of 32 percent.

While it is true that the rate of growth has slowed, the absolute
percentage has not peaked. Some scholars estimate that as many
as two-thirds of the children in America will spend some portion
of their childhood before their 18th birthday in a single parent
household.

Dr. Paul Amato from Penn State University has studied the ef-
fects of divorce on children. He is one of Oklahoma’s consulting
scholars on marriage and divorce. I recommend the book he co-au-
thored titled, Generation at Risk, where he describes the adverse
consequences of divorce on child well-being.
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Oklahoma has one of the Nation’s highest divorce rates. For the
last 4 years, we have spent TANF funds to study and develop a
strategy to strengthen marriages and reduce divorce in Oklahoma.

I wish I could tell you that we have found the precise prescrip-
tion with a statistically valid dose response protocol to strengthen
marriage and reduce divorce. We have not.

However, we are making excellent progress, and I believe that
over time our strategy and the ideas we have initiated will
strengthen the natural supports present in healthy families, extend
marital life, contribute to marital satisfaction, and ultimately im-
prove child well-being.

Since I testified here last May, Oklahoma’s baseline research on
marriage and divorce has been published. It is available online at
okmarriage.org. To our knowledge, it is the Nation’s first com-
prehensive state-of-the-art Statewide survey on marriage and di-
vorce.

The research was completed in partnership with Oklahoma State
University’s Bureau for Social Research. The survey consisted of
123 questions delivered in approximately 15-minute phone inter-
views with more than 2,000 Oklahoma households, with a margin
of error plus or minus 3 percent.

We intend to measure the effectiveness of our efforts over time
to see how the indicators selected for evaluation changed from the
published baseline.

A lot is known about relationship-enhancing skills. Speaker/lis-
tener techniques can reduce conflict and grow commitment. Learn-
ing forgiveness can heal irreconcilable differences. Habitually con-
structing positive shared experiences can grow friendship and com-
bat loneliness that might otherwise cause a relationship to atrophy.
These skills are teachable and we believe the demand exists for
this service.

Our strategy has been to build the supply side of the equation
by developing a network of trained workshop leaders to develop a
12-hour curriculum called PREP, the Prevention and Relationship
Enhancement Program.

PREP has been used in all branches of the military for over 12
years. It is research-based and is easily accessible to a wide variety
of audiences and settings.

Today we have trained approximately 550 workshop leaders to
provide this service, with workshops now present in local health
and social services departments, community-based youth and fam-
ily service agencies, the OSU Cooperative Extension program,
churches, synagogues, Head Start agencies, high schools, and uni-
versities.

Our intention is to continue to strengthen this network of pro-
viders so that couples in Oklahoma, particularly low-income fami-
lies that desire this service, will find workshops in their local com-
munity.

The training for workshop leaders and referral sources include
information about identifying substance abuse risks, screening for
domestic violence, watching for couple issues better served by indi-
vidual counseling, and the development of skills for making refer-
rals to other programs more specifically designed to deal with more
intensive couple challenges. The Oklahoma Coalition Against Do-
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mestic Violence plays an active role in our training sessions and
strategies.

Oklahoma has demonstrated its ability to implement welfare re-
form. We believe our strategy to strengthen marriages and reduce
divorce will be effective. What else should be done?

I am attaching to my testimony three family strengthening ideas
that I think are worthy of further effort and support by Congress.
They are, first, find a solution to the marriage penalty and benefit
programs. Number two, authorize the use of up to 5 percent of a
State’s child support enforcement budget for non-custodial parent/
child visitation programs, fathering programs, and non-custodial
parent employment programs. Three, create new funding for two-
parent family forming initiatives at childbirth.

I hope you will consider them as we build on the successes we
have all enjoyed in welfare reform. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Hendrick.
[The prepared statement of Mr. Hendrick appears in the appen-

dix.]
The CHAIRMAN. Now, Ms. Smith?

STATEMENT OF MARILYN RAY SMITH, DEPUTY COMMISSION
AND IV-D DIRECTOR OF CHILD SUPPORT ENFORCEMENT DI-
VISION, MASSACHUSETTS DEPARTMENT OF REVENUE, BOS-
TON, MASSACHUSETTS

Ms. SMITH. Good morning, Mr. Chairman, members of the com-
mittee. Thank you for the opportunity to appear before you today.

I would like to address two main areas: first, the improvements
in the child support program in recent years, and second, further
enhancements that will build on the success brought by welfare re-
form. My written testimony contains additional details.

Welfare reform of 1996 contained the most far-reaching provi-
sions in the history of the child support program. At its heart is
the extensive use of automation so that action to collect child sup-
port can be taken on thousands of cases at a time.

It required States to collect new hire information so that wage
assignments can be transferred as soon as a non-custodial parent
changes jobs, to seize bank accounts and revoke driver’s licenses for
failure to pay support, and to streamline procedures for estab-
lishing paternity.

These changes have brought about significant improvements in
paternity establishments and child support collections. In 1994,
States established paternity for about 660,000 children. Since then,
the numbers have steadily increased so that now paternity is es-
tablished for approximately 1.6 million children per year, for a
total of 10 million paternities since 1994.

Collections have also gone up, rising from $8.9 billion to $19 bil-
lion from 1993 to 2001, an increase of 113 percent. Most of the
growth in collections has been for the families that we set out to
help. In the 3 years from 1999 through 2001, collections for former
welfare families saw a 65 percent increase. These families received
a total of $19.5 billion to supplement their paychecks.

The real impact is the difference that these collections have
made for individual families when a child support check appears
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out of the blue in the mailbox of a custodial parent who has not
received a payment for years.

I will give you just three examples. A North Dakota mother—
owed $50,000 for 10 years of non-support—unexpectedly started re-
ceiving regular payments as a result of a data match that found
her former husband’s employer in Hawaii.

A Massachusetts multi-state bank data match found $120,000 in
an Alabama bank account belonging to a father serving a 20-year
prison sentence in Texas. He had left behind three former welfare
families.

A Washington State businessman paid $96,000 to get his pass-
port back so he could abroad on business, when a data match with
the State Department finally caught up with him.

None of these collections would have been possible prior to wel-
fare reform. In spite of these accomplishments, there is much more
to do. TANF reauthorization gives us an opportunity to build on
these successes.

I have five recommendations for your consideration today, and
there are others in the written testimony.

First, provide incentives for TANF and Medicaid workers to get
more child support information from applicants for assistance. Reg-
ular child support payments can provide up to 35 percent addi-
tional income to a mother leaving welfare to work, making her
three times less likely to go back on welfare than a mother who re-
ceives no child support.

Establishing a medical support order can lead to coverage by the
father’s health insurance plan, saving millions of dollars in Med-
icaid costs. Last year in Massachusetts, child support efforts re-
sulted in $43.5 million in Medicaid savings, and there is more to
come.

Even so, many mothers do not provide enough information about
the father for support information to go quickly forward. Following
the maxim that ‘‘what gets measured gets done,’’ an initiative that
tracks TANF and Medicaid case workers’ results in persuading
mothers to cooperate would pay huge dividends by further reducing
welfare rolls, increasing child support collections, reducing Med-
icaid costs, and helping families to become self-sufficient.

Second, expand support for responsible fatherhood initiatives.
There is no longer any debate that responsible father involvement
is good for children. The only question now is how to achieve it.

About 80 percent of unwed fathers are romantically involved
with the mother at the time of the child’s birth. A few years later,
all but 25 percent have drifted away. A job and the ability to pro-
vide financial support are critical to keeping these connections.

Child support agencies have teamed up with responsible father-
hood programs and corrections officials to work with low-income fa-
thers. We find that these fathers need work supports similar to
those that low-income mothers currently receive, such as job readi-
ness and job search assistance.

Currently, we can order fathers to look for a job or risk going to
jail, but there is no mandate for workforce development programs
to provide services to help them find one.

When provided, these supports produce results. Payment compli-
ance for one federally funded demonstration fatherhood program in
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Boston for young fathers saw child support compliance rise from 11
to 57 percent.

Funded by another Federal demonstration grant, our case work-
ers regularly go to jails and prisons where they meet with inmates
wanting downward modifications or to establish paternity.

Many of these men comment with deep emotion on what father
absence has meant in their own lives, and how a connection to
their children grounds their commitment to not becoming repeat of-
fenders.

Six hundred thousand ex-offenders return to America’s commu-
nities every year. Most are, or will become, fathers and their chil-
dren are at risk of welfare dependency.

Because the Federal Government provides funding to child sup-
port, criminal justice, and workforce development agencies, Con-
gress should look for ways to require these agencies to pool re-
sources to reduce recidivism and promote parent responsibility.

Third, simplify rules for distributing child support collections.
Since its beginning in 1975, the mission of the child support pro-
gram has evolved from recovering welfare costs to promoting self-
sufficiency. The current distribution rules have not fully caught up
with this change in mission. In addition, they are complex, costly
to administer, and difficult to explain to families.

Since 1996, the national child support community has worked to-
gether to develop a proposal to simplify these rules. This proposal
was passed by the House of Representatives in 2000 and was in-
cluded in bills sponsored last year by Senators Snowe, Kohl, and
others.

It has flexibility and options that would give States the ability
to take into account their different funding structures, their var-
ious budget situations, and timing for reprogramming computers.

The fourth request is to require multi-state banks to honor levies
from other States, or, in the alternative, to authorize the Federal
Office of Child Support Enforcement to take action to seize and
freeze these accounts that delinquents have in out-of-state banks.

In the age of electronic banking and ATMs, the physical location
of a bank no longer controls where people place their funds, so we
should not allow a delinquent to avoid child support by banking in
another State, while enjoying the convenience of nationwide access
to these funds.

Fifth, and finally, make it easier to intercept insurance settle-
ments. One way is to require insurers to check a secure web site
before making a payment to see if there is an outstanding child
support debt.

Another way is to require insurers to report settlement informa-
tion to the Federal Office of Child Support Enforcement, which
could report the information to States. Massachusetts has collected
more than $20 million under the first method.

These remedies build on our successful use of automation and
our collaborations with banks and insurance companies. We have
found these entities to be very cooperative as long as we make the
interface simple and quick. The Federal Office of Child Support En-
forcement is ready to work with States to come up with workable
solutions.
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In conclusion, the child support program is involved with more
children for a longer period of time than any other program but
education, giving us a unique opportunity to affect families whose
children are the most vulnerable.

I would like to thank you on behalf of my colleagues for your
support, Mr. Chairman, members of this committee, and Congress
for your leadership and your support of the work that we do to en-
sure that America’s children receive child support on time and in
full. Thank you.

The CHAIRMAN. Thank you, Ms. Smith.
[The prepared statement of Ms. Smith appears in the appendix.]
The CHAIRMAN. Mr. Temple?

STATEMENT OF LARRY TEMPLE, DEPUTY EXECUTIVE
DIRECTOR, TEXAS WORKFORCE COMMISSION, AUSTIN, TEXAS

Mr. TEMPLE. Good morning, Mr. Chairman and members of the
committee. I want to thank you, on behalf of the State of Texas,
for this opportunity to share our welfare reform successes and our
ideas regarding TANF reauthorization.

The Texas Workforce Commission is charged by State law to pro-
vide workforce services to Texans receiving welfare in all of our 254
counties. These services are provided through a network of 28 local
workforce development boards and are designed to assist our cus-
tomers in leaving welfare by getting a job.

The revamping of welfare has been a journey of learning for the
State of Texas. I believe the President’s proposal continues this
journey in a way that builds on what has been successful. We do
not believe that this is the time to take a step backwards.

If we look back at the old AFDC Jobs program that has been dis-
cussed earlier in testimony, we find and see that this was an im-
portant step toward personal responsibility. It required engage-
ment for at least 20 hours a week in some type of activity. The
focus was on training and education. Although well-intended, there
was no real expectation of employment in this program.

I think we learned our lesson. PRWORA, under the TANF pro-
gram, expanded on the concept of personal responsibility by in-
creasing the number of hours and focusing them more on work.

What have we learned? Well, that work works. When you
strengthen work requirements, more people leave the rolls due to
employment. Particularly, any service delivery model that does not
include employers will not be successful.

Given this experience, I do not think we need to return to what
did not work, the old Jobs program design. The data shows that
when the focus on work is strengthened, participation rates are in-
creased, and employers are included, we move more people into
work. This holds true for Texas, and I believe will so for the Na-
tion.

The President’s proposal draws from this experience. It increases
the core hours from 20 to 24, and makes them more work focused.
The non-core hours are increased from 10 to 16 and gives States
even greater flexibility.

To ensure adherence to this design, progress will be measured by
participation rates. The President’s proposal recalibrates how
States are held accountable by increasing the rate to 70 percent
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over a 5-year period, and gives States credit for employment. I am
confident that we can achieve the new measures.

This confidence is based on our recent experience in Texas of in-
creasing the number of people meeting work requirements in our
own program. This initiative resulted in a 51 percent increase over
an 18-month period of those meeting the work requirements, and
we did it by putting people to work.

A similar challenge is before us in the President’s proposal. I find
comfort in knowing that we have done something like this before.
The Texas model is also work focused. Part of the model that we
have is a requirement that individuals entering our employment
program, the Choices program, be employed within 4 weeks or be
placed in a community service activity. We believe that this com-
munity service component is the best method for us to be able to
identify and serve our hardest-to-serve caseload.

On average, only 10 percent of those engaged in our activities in
any given month are actually in the community service placement,
but we still see it as an important component of our design.

Some discount the value of community service placement. From
a personal perspective, I believe this activity, whether you call it
community service or workfare, has great value.

As a teenager during the Depression, my dad left home to par-
ticipate in a workfare program. It was called the Civilian Conserva-
tion Corps. Dad left his Mississippi farm to earn money building
State parks, and these parks are, in large part, still being used
today.

That money he sent home, if I have heard it once I have heard
it a thousand times, literally helped save the family farm. Although
he did not end up in construction, he told me that this experience
served him well throughout his life. I believe that crafted right,
this type of activity, community service, will, and does, have a lot
of merit.

A Work First program has served Texas well. We have been able
to place more people in jobs than ever before. As a result, the De-
partment of Health and Human Services has recognized Texas 3
years in a row as a high-performance bonus State for employment.

Our program, we believe, has weathered the storm. During the
last 2 years of economic downturn and amid high unemployment,
we have not only been able to be successful in placing our TANF
customers in jobs, but have increased those numbers each year.

These jobs, on average, have paid $7.20 per hour. At full-time,
a $7.20 per hour job, combined with the Earned Income Tax Credit,
guaranteed child care, Medicaid, and food stamps, totals nearly
$30,000 per year. I think I have a handout in your package that
shows this comparison. This is clearly above—nearly double—the
Federal poverty line for a family of three.

We believe we have a good alternative to welfare: it is a job.
Many have challenged the Work First approach, charging that pre-
employment education and training are the missing elements for
successful reform. Instead, we found that a good job reference has
been the missing element. First customers need to be hired. Once
employed, we work with them and their employers to increase re-
tention and advancement.
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This model is working for Texas, and I think it will work with
the President’s proposal as well. Again, thank you for this oppor-
tunity.

The CHAIRMAN. Thank you, Mr. Temple.
[The prepared statement of Mr. Temple appears in the appen-

dix.]
The CHAIRMAN. Now, Ms. Waller?

STATEMENT OF MARGY WALLER, FELLOW, THE BROOKINGS
INSTITUTION, WASHINGTON, DC

Ms. WALLER. Mr. Chairman and members of the committee,
thank you for inviting me today. My name is Margy Waller. I am
a Visiting Fellow at Brookings, where my research focuses on wel-
fare and low-income working families.

I am honored to be here today to say that there is much to be
pleased about regarding what has happened as a result of the 1996
law, much to be concerned about regarding the administration’s
proposal for reauthorization, and finally, much to be hopeful about
regarding this committee’s consideration of reauthorization.

In the last year, my work has taken me to a number of States
to discuss this issue. Almost everything I learned on those trips
supports the research findings that I summarized in my written
testimony.

But I want to focus on two very important outcomes of the wel-
fare law that need to be protected as part of reauthorization. First,
States now spend over 60 percent of their block grant funds on
services like child care, much of it for working families not on wel-
fare. That is because the 1996 law guaranteed the funding level for
block grants and caseloads have dropped by more than half, so
States are able to invest the savings in services like child care.

Keeping the promise not to cut the grants when caseloads decline
has made it possible for States to make a down payment on the so-
cial contract that pledges that working families will not live in pov-
erty.

By the time welfare reauthorization discussions started, there
was a real sense of pride in the fact that we had turned a corner
and moved, as a society, not just in the direction of valuing and
even requiring work, but spending a good portion of the funding on
fulfilling that social contract.

The second benefit of the significant drop in the caseload is that
it ensures that States can design individualized programs for par-
ents to prepare for work. This is so important.

It is much more flexible under the current law than this morn-
ing’s discussion of hours really made clear. It is not about the
hours and the numbers as much as it is about what the formula
creates in the way of flexibility. It is current practice much more
than a discussion of the hours.

The current system is flexible enough to allow a case worker to
sit down with a parent and design a participation plan that makes
the most sense for her and her family, no matter where she lives,
no matter what their personal circumstances is.

TANF administrators I meet are proud of their ability to provide
child care, transportation, and training. Proud of the work they
have done to design programs that meet the needs of families in
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large cities, small towns, rural, and urban areas. That is why there
was such surprise when the administration unveiled its proposal.

There are two things I have concluded about this proposal to in-
crease work requirements. First, despite what we heard this morn-
ing, I believe flexibility will disappear.

The only way for States to try to meet all of the proposed ele-
ments of the new participation rates will be to create one-size-fits-
all unpaid work programs. The problem is pushing all of the levers
at once, participation rates, increasing individual hours, and lim-
iting the definition of countable activities.

Second, services to core working families will be wiped out as
States spend their block grants creating and administering these
work programs. If I were a State administrator or a Governor, I
would be hurt.

The State and local decision makers and managers have worked
hard to transform a check writing safety net program into a flexi-
ble job preparation, placement, retention, and advancement system.

There is still lots to be done, and State budget problems will not
help. But the administration’s proposal makes it seem like the
States have done something wrong and now need more direction
from the Federal Government.

Of course, proposing more mandates might make sense if there
was research evidence to support the plan, but there is not. Even
the Michigan paper recently cited as new data in support of the
plan did not really evaluate work hours or countable activities.

One other thing. It is sometimes said, and was this morning,
that the administration is more than doubling the amount of
money per welfare family than we were spending in 1996. Yes, it
is true. If you spread all of the child care and block grant money
across only the families who are getting a welfare check, that is
right.

But the great thing is, we do not need to spend that much money
on each family under our current flexible system. Instead, States
are spending much of the money on supports like child care and
transportation for working families who do not get welfare. If
States have to create expensive workfare programs, these supports
will collapse.

Last year, a bipartisan group from this committee came together
to create a reauthorization proposal. I have written lots of good
things about that bill, and you can read more in my written testi-
mony.

But I cannot resist mentioning one item now. Those who know
me will not be surprised. Thank you, especially Senator Jeffords,
for noting the critical need for targeted help with transportation
barriers.

My most important message is this. Dictating work programs to
States is unnecessary when so many parents are already partici-
pating in work-related activities in ways that do not meet the re-
porting requirements to the Federal Government, but they are par-
ticipating.

Increasing participation requirements would force States to be
unmindful of the needs of working families. That would not be for-
ward progress. It would be like returning to the past. It did not
make sense before 1996 to help only welfare recipients with child
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care while leaving poor working families to struggle on their own,
and it does not make sense now either.

Thank you.
[The prepared statement of Ms. Waller appears in the appendix.]
Senator BAUCUS. Thank you, Ms. Waller.
Who wants to take issue with what she said? I mean, it is a pret-

ty strong statement, basically that this is not going to work, the
administration’s proposal, unless we have some more money. Also,
it is not very flexible, in fact, just the opposite.

You heard her testimony. I do not want a big debate here, but
the goal here is to find the truth. So maybe some of you could shed
light on a couple of things. Mr. Temple, what do you have to say
about what she said? To me, it sounds like we are going to need
a lot more money than is proposed.

Mr. TEMPLE. I think the key is going to be, we are going to have
to serve more people. There is absolutely no doubt about that. But
to meet these requirements, the full engagement proposal, I think,
is probably the one of most value that I see from a State perspec-
tive.

Senator BAUCUS. I am sorry. What is that, again?
Mr. TEMPLE. The concept of full engagement or requiring States

to actively be engaged and required to serve each and every indi-
vidual.

I think the second component that is going to be necessary is
that we get an employment credit. In the State of Texas, we are
meeting the hours that we are meeting by putting people to work.

And you do not have to work very long to leave the rolls. So, in
essence, under the current law, we could put everyone to work and
leave the rolls tomorrow, and we would be out of compliance with
the current participation rate requirement calculations.

So an employment credit, we think, is the right way to go. We
think it would direct programs in the direction of getting people off
the rolls.

Senator BAUCUS. I do not understand employment credit. Do you
mean a tax credit?

Mr. TEMPLE. No, sir. A credit for putting people into work as a
countable activity after they have left the rolls, because we could
get someone a job very quickly, but once they are gone we are not
able to count them in that participation rate calculation any longer.

Senator BAUCUS. That is along the lines that Senator Lincoln
was suggesting, you might recall.

Mr. TEMPLE. Yes, sir.
Senator BAUCUS. It is my understanding, I am told here, under

the Texas equivalent of the CBO estimates it would cost Texas
alone about half a billion dollars to implement. Have you seen that
study?

Mr. TEMPLE. Yes, sir, I have seen that.
Senator BAUCUS. And does that sound like it is in the ballpark?
Mr. TEMPLE. It is a little higher than some of the numbers that

we had in our analysis.
Senator BAUCUS. It would cost more?
Mr. TEMPLE. It would. It would cause us to spend more money

on the program, yes, sir. But we believe that, by setting the prior-
ities at the State level, that we would be able to meet those re-
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quirements. That is not to say we could not use more child care,
always.

Senator BAUCUS. That is my next question. How much more do
you think is reasonably appropriate for child care?

Mr. TEMPLE. There are two issues on the child care. There is
enough flexibility within the current law and the proposed law to
give States the ability to work their caseload, if you will, to work
their at-risk population, the working poor caseload in the child
care, and make sure that you have got slots available. The danger
of that, is that you eventually end up with an all ex-welfare child
care program.

Senator BAUCUS. I am sorry, I do not have a lot of time here. I
want to get to the flexibility issue.

Ms. Waller, where precisely do you see less flexibility, again,
please?

Ms. WALLER. I think you have to compare the way the current
law works, given the participation credit that applies to the States
that has made it really possible for States to decide, on an indi-
vidual basis, what would be best for this person, this parent, com-
pared to the proposal which is much more prescriptive.

Senator BAUCUS. And the prescription is where? Where, prescrip-
tive?

Ms. WALLER. The proscription is in the definition of activities
and the number of hours that the individual has to participate in,
and the requirement on the States.

Senator BAUCUS. All right. Give us an example, please.
Ms. WALLER. Well, under current law, because you have the com-

bination of the caseload reduction credit with the other levers in
the participation rate, it is possible to decide that a particular
mother, because she is seeking to leave a home where there is do-
mestic violence, needs some time to find a safe place to do that be-
fore you require her to work.

Under the proposed law, given all of the pieces put together, a
State would be out of compliance pretty quickly if they applied that
kind of flexibility to a number of individuals.

Senator BAUCUS. I am just trying to determine, do any of you
dispute what she said? I have already spoken to Mr. Temple. Mr.
Hendrick? It sounds like there is less flexibility under this.

Mr. HENDRICK. It depends. What is hard to know here, is I do
not think that anybody, to my knowledge, anyway, has taken what
States are presently doing and applied the administration’s for-
mula to it in terms of partial work credits. At least, I am not aware
of it if they have.

The administration’s argument is that, well, we are going to give
more flexibility because we are going to give partial credit for folks
who do a certain amount of work, say, 29 hours, which you do not
get any credit for presently.

Well, to my knowledge, nobody has taken the data of what States
are presently doing and said, if we had partial credit for what you
are presently doing, would you comply or not comply? How far out
of balance would you be?

But I think the point is still valid. If we are going to have more
work requirements in place, there are going to be costs for those
persons that are doing those work activities. When you start spend-
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ing money on those persons, the cost to service those persons is
going to go up.

Senator BAUCUS. Should the States have the same flexibility
they now have? Should the States have less, or more, generally?

Mr. HENDRICK. Everybody is for more flexibility.
Senator BAUCUS. Therefore, you do not think anything we enact

here should inhibit States.
Mr. HENDRICK. We are all for flexibility. The question, really, is

whether or not the administration’s flexibility proposal is more or
less flexible than the present law.

Senator BAUCUS. All right. But your view is that this Congress
should not enact legislation that is less flexible.

Mr. HENDRICK. We need flexibility.
Senator BAUCUS. Should there be more flexibility than currently?
Mr. HENDRICK. In my comments, the attachment that I have

made, actually would suggest—for example, in child support. Pres-
ently, the rules under child support require, basically, the dollars
that are in that budget are very proscriptive in terms of how you
can spend that money.

What I am suggesting, is that there be some flexibility in how
that money is spent. It could still count against your cost effective-
ness. In other words, for example, the way the formulas work, you
take all your costs and you divide them by what you collect, and
you get a cost effectiveness formula. I would say that it would be
all right for us to be able to spend up to 5 percent. Right now we
cannot spend any without a waiver, and then you have to get into
all the accounting of a waiver.

But if you had a little bit of flexibility in the child support pro-
gram, for example, in how you spend it for some of the programs
that Ms. Smith mentioned, if a State wants to spend some of their
money that way, have a little bit of flexibility, have it count against
their cost effectiveness, if they believe they can collect more child
support, why should they not be able to do that?

Senator BAUCUS. My time has expired. Thank you.
The CHAIRMAN. I am going to start with Director Hendrick. We

have several members of the Senate, and I am only going to name
three, Senator Bayh, Senator Domenici, and Senator Santorum,
that are very much interested in promoting responsible fatherhood.

The House-passed bill has $300 million for healthy, stable mar-
riage promotion, and also then $20 million in that same bill for
community efforts to promote responsible fatherhood.

Do you believe, Director Hendrick, that there should be a respon-
sible fatherhood aspect to programs that promote healthy mar-
riages? Would you anticipate coordination between those programs
in your State of Oklahoma, for instance?

Mr. HENDRICK. I think what I see, is the opportunity really is
some of the same things that Ms. Smith actually mentioned earlier,
and I have also included in my comments as well.

There is a window of time. The research shows, as she said ear-
lier, 80 percent of fathers are engaged at the time of birth, but they
are gone after a year.

What I have suggested that we look at, which is also what we
have been very successful with in terms of paternity establishment,
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you get voluntary paternity establishment around that same period
of time.

If you could get moms and dads, whether married or not, to get
some curriculum together before childbirth so that they could ap-
preciate the gravity of their responsibilities, reduce conflict in their
relationship, whether they ever marry or not, that is a great thing,
I think, for the kids in the long run.

In some cases they may get married, in some cases they may not
get married, but at least the conflict that often happens between
separated parents can be reduced.

So to specifically answer your question in terms of fatherhood,
that is part of fatherhood, is being responsible in terms of having
some kind of a healthy relationship with your child’s mother.

The CHAIRMAN. All right. As I understand it, when Governor
Keating was in office, he launched your marriage initiative because
Oklahoma’s economic researchers concluded that Oklahoma’s high
divorce rate was having a negative impact on the economy. I think
that I have indicated some research that single mothers are five
times as likely to be poor as those in two-parent families.

Could you elaborate further on the relationship between poverty
and divorce in single-parent families?

Mr. HENDRICK. Yes. Actually, what happened in that case, was
Governor Keating actually asked some economists from the Univer-
sity of Oklahoma and Oklahoma State, did not ask them about
marriage or divorce, or child abuse, and those other things.

He asked them, what are the things that are going to take to
make our economy better? They volunteered in their report that
Oklahoma’s high divorce rate was actually contributing to the fact
that Oklahoma had a low per capita personal income. So, that was
one of the really motivating factors for him in terms of saying, we
need to do something about marriage because it is a drag on our
economy.

The CHAIRMAN. Director Hendrick, again, roughly on the same
subject, because you have dealt with it more so than maybe other
States have, why do you think that marriage promotion policies are
controversial? And if they were controversial in your State, how did
you deal with it?

Mr. HENDRICK. Well, I think that sometimes people have the
misunderstanding that you are going to make people get married
or you are going to make people stay in marriages that are unsafe,
or those kinds of things. That could not be further from the truth.

We have actually participated very strongly with our Domestic
Violence Coalition in our State. We are not interested in having
people stay in violent situations or get hurt.

But what we think is true, we have tried to focus really on the
skill piece. If people have the skills to engage in speaker/listener
techniques, it creates an environment where each partner can feel
safe to talk about things that they sometimes would not talk about
that they need to talk about.

Things like that, learning forgiveness, learning those basic skills
that really make relationships healthy, I think, people are very
supportive of the idea that you are going to do things that are skill-
based that is not a threat to them. You are not compelling them
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to make a choice that is unhealthy, you are just really facilitating
their ability to be healthy.

The CHAIRMAN. Ms. Smith, receipt of child support is a key to
staying off welfare. Could you comment further on how receiving
child support funds contributes to families formerly on welfare suc-
cessfully making the transition off welfare?

Ms. SMITH. Well, with the knowledge that child support is going
to be a steady source of income, it gives custodial parents more im-
petus to take the risk of going to work and making the sacrifices
that that entails.

I think it also contributes to the fact that both parents are sup-
porting the children, and that, in all respects, creates a more stable
environment for all involved.

The CHAIRMAN. Senator Jeffords, let me follow up on this point
and then I will call on you.

I think, in your testimony, you made a point about families who
left welfare, if they had received regular child support, had about
35 percent additional income. My question is, is that an average
per family? Do you know the average percent of a family’s budget
receiving child support from non-custodial parents?

Ms. SMITH. The number, as I understand it, is based on taking
the pool of families who receive child support, not including in the
formula the families who do not receive any child support. It is
only those who do receive child support.

With respect to how much of that is part of their budget, I do
not have that information at my fingertips, but I am sure we could
try to locate it.

The CHAIRMAN. All right. Thank you.
Senator Jeffords?
Senator JEFFORDS. I guess I have a more general one. I talked

earlier with the Secretary about the importance of early childhood
education. I wonder what goes on with respect to the welfare situa-
tion. Is there any special emphasis or any availability of early
childhood development?

I just came back from France not too long ago, where they start
at age two with their young people. Most other countries start with
three- and 4-year-olds, 5-year-olds. Is there any special emphasis in
the welfare area to ensure that the early childhood education is
emphasized? I guess the answer is no.

Mr. HENDRICK. I think in Oklahoma it is very much emphasized.
I mentioned this briefly in my comments, but it is more detailed
in the attachment. We created a tiered reimbursement system.
What that means, is we grade child care and we reimbursement
the child care vendor based upon the quality of that care.

So, there is no difference in co-pay to the family, but if they will
take their child to a three-star child care center, which is our high-
est rating, which would be a nationally accredited child care center,
we will pay that child care a higher rate.

There is a big commitment to fund the educational level of the
workforce that delivers child care. The number one predictor of
early childhood learning is maternal education.

So, the education of the surrogate mother, when the child is
there all day, is very important. If that child care workers does not
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have a well-developed vocabulary, you are not going to have good
early childhood experiences for that child.

So, we have a program. We have had it up for two years. Last
year we were at 1,000, this year we have 1,300, child care workers
who enroll on 2-year college campuses to get enhanced training. So
we are making a very strong commitment in our quality initiative
to improve the academic training levels of persons who work in
child care centers.

Mr. TEMPLE. Senator, in Texas we have a State law that man-
dates a premium reimbursement to those who reach an accredita-
tion standard. We call them ‘‘Rising Stars.’’ So, the local boards set
a premium reimbursement to those providers that achieve that des-
ignation.

Ms. WALLER. Well, Senator, just from a national perspective, I
just want to point out that I think there is a lot of desire to do as
you suggest, to focus more on early education and not just child
care. But I think there is a lot of stress on the system. It would
come back to the cost question.

There was a CBO estimate last year that we have not discussed
here this morning, but that said that about $5 billion more would
be needed just to stay where we are in providing child care, and
we are already so far from meeting the needs of low-income work-
ing families.

That makes it very difficult for States and local governments to
focus on early education when they are just worried about keeping
kids in a safe place, as many of them as they can.

Mr. TEMPLE. Set-asides that cut into our ability to provide child
care are really detrimental to those waiting lists that we are all
looking at. So for any quality initiatives, we would be opposed to
a set-aside that would come out of our ability to provide care. But
at the same time, we would recognize the need for quality dollars
separate and apart from the provision of child care dollars.

Senator JEFFORDS. Ms. Smith?
Ms. SMITH. Child support does not get connected to child care,

so I am afraid I cannot comment. It sounds the same, but they are
real different.

Senator JEFFORDS. No, I understand. But, as we have learned,
the most important ages to start are in the 3-, 4- and 5-year-olds.
Child care does not necessarily mean much more than custodial
care, and that worries me as to whether we should try to nationally
put more emphasis on ensuring the education, especially for those
on welfare, and have what is necessary.

Ms. SMITH. Well, certainly one of the things that we have seen
in our responsible fatherhood programs is the importance—and just
building on the comments of Mr. Hendrick—of working with young
fathers so that they have better skills in taking care of their chil-
dren.

To the extent that they develop those skills, it will actually foster
not only their paying more child support, but also doing a better
job of getting along with the mother, because they start to place
the child at the center and not their own needs. The hallmark of
a good parent is that the child’s needs come first.

To the extent that we do get involved with welfare families, both
mothers and fathers, and having them be tuned in to early child-

VerDate 11-MAY-2000 12:14 Jan 30, 2004 Jkt 000000 PO 00000 Frm 00046 Fmt 6633 Sfmt 6633 88259.000 SFINANC2 PsN: SFINANC2



43

hood issues, I think it is extremely important, particularly for
young, unwed fathers.

Unlike divorced fathers, many times they have not lived in the
household with the baby during its infancy, and they do need some
training in how to care for a child, how to play with it appro-
priately, and what kind of activities are safe. I think, again, invest-
ing in some resources for strengthening responsible fatherhood will
pay off big dividends in the long run.

Senator JEFFORDS. Thank you.
The CHAIRMAN. Thank you, Senator Jeffords.
I have just a few more questions. Mr. Temple, in regard to in-

creasing work requirements—and I think you spoke favorably
about the President’s proposal, do you anticipate that these in-
creased work requirements should lead to an increase in child care
costs as States, in order to comply with these increased work re-
quirements, as they need to move more parents into work activi-
ties?

Mr. TEMPLE. As I stated earlier, the requirement will mandate
that we serve more people, and that will mean that more people
will need child care. For us to be able to balance the number of
welfare recipients needing child care against our working poor pop-
ulation, it is going to be a very tricky case to make that we would
not need more child care to hold the working poor budget harmless.

We believe that we can minimize that to the degree that we can
work the intake on one side as the other one is coming in, but it
is going to be hard to hold the at-risk population, as we call it, the
working poor population, harmless with the increased number of
people.

So, any child care that we could get would certainly go a long
way to helping that. As we understand H.R. 4, it goes a long way
in helping alleviate the strain that we think it would have on the
child care program.

The CHAIRMAN. Considering the fact that there has been some
criticism of the President’s proposal that it would, at 40 hours,
force States to adopt more workfare, and considering the fact that
most States have not adopted a workfare program, could you com-
ment on whether or not you believe the President’s proposal would
force the States in the direction that Texas has chosen to go al-
ready?

Mr. TEMPLE. Beginning July 1, we implemented something very
similar to this as what the core hours would be. Basically, it is
working on community service or work experience, or on-the-job
training, not allowing things such as vocational education to count
towards the first 20 hours.

If you were not in one of those other four within 4 weeks, then
you had to go into community service, workfare, whatever one
would call it. We call it community service.

What we found was, pleasantly, and as we anticipated, we in-
creased the number of people each month that went into work.
Overall, that community service placement is less than 10 percent
of the people we have actively engaged in any month.

We see it as a very valuable tool to identify people who we have
given all the support we give in the job search in that first 4
weeks. If they are not able to find a job by then, we believe that
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we have identified a hard-to-serve population and we are able to
monitor them more closely in community service.

I do not believe that it will be widespread panic, people having
to use workfare to meet the numbers. I think if they concentrate
on the employment aspect of it and the flexibility of the 16 hours,
they will easily be able to make those numbers.

The CHAIRMAN. Thank you.
Ms. Waller, I would like to have you comment about your view

of the President’s proposal for universal engagement, which, as I
understand it, would ensure that every family receiving assistance
has a plan for self-sufficiency.

Ms. WALLER. Thank you, Mr. Chairman. The proposal for uni-
versal engagement is one that I think a lot of States are already
trying to pursue, and there is a lot of bipartisan agreement to move
in the direction of universal engagement.

As I think has been suggested here this morning, it is one of the
ways we can move yet further in the direction of focusing on par-
ticipation in activities that lead to work, and that is a good thing.

I just want to stress that I think States are already actually
doing a great deal to engage people, more than is reflected in the
numbers that were shown here this morning. That is because
States do not have to report to the Federal Government all of the
hours that people on the caseload work in activities that may not
fit the Federal definition by number of hours that they are working
in total, or the specific activity they are working in.

I would suggest that, given the success we have had so far, there
is no reason to change the rules on that regard. We can perhaps
institute the universal engagement proposal, but to say then be-
yond that exactly what people have to do for their engagement, and
for how many hours, does not really make sense.

The CHAIRMAN. I think my next question to you, Ms. Waller, you
probably made somewhat clear during your opening statement. But
let me ask specifically, in regard to the work requirement and the
chart we had up here of zero hours of activity in some instances.

Do you think that the bar is high enough for States in terms of
working with clients in order to engage them in meaningful activi-
ties? Do you think it is reasonable, as Congress looks to make im-
provements in current law, that we address some of our examina-
tion around issues associated with the work requirement?

Ms. WALLER. I think the thing you have to be careful with is
thinking how all of these pieces fit together. That is, if you increase
the work participation rates, then all of the research that I have
seen suggests you have to actually make it more flexible in terms
of what activities count and how many hours count or the States
will not reach the point of getting to a higher participation rate
than 50 percent.

It is true that right now, under the Federal countable hours and
what gets reported to the Federal Government, while States only
have to meet a 5 percent participation rate, they are actually at 30
percent.

If you ask them about other kinds of engagement, it goes all the
way up as high as 60 percent or more. So they are already doing
a lot, but that is in a world where you are only counting how many
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people are working and not how many hours, or in what activity.
So just be very careful about how all of those pieces fit together.

The CHAIRMAN. All right. That is the end of my questioning. I
thank all of you for participating.

I might remind you, as I think I did Secretary Thompson, that
even members who were not here today may have some questions
to submit for answer in writing. I would appreciate a response in
a couple of weeks.

Thank you all very much.
[The prepared statement of Senator Thomas appears in the ap-

pendix.]
[Whereupon, at 12:27 p.m., the hearing was concluded.]
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RESPONSES TO QUESTIONS FROM SENATORS GRASSLEY AND BAUCUS

Question 1: How effectively has the HHS/DOJ negotiation process supported the
intent of HIPAA in providing a guaranteed funding stream for fraud and abuse ac-
tivities that is not adversely affected by the appropriations process?

Answer: The statute directs that the HCFAC program is to achieve 5 specified
goals:

• coordinate Federal, State, and local law enforcement efforts re-
lating to health care fraud and abuse;

• conduct investigations, audits, and evaluations relating to the
delivery of and payment for health care;

• facilitate enforcement of all applicable remedies for such fraud;
• provide formal guidance to the health care industry regarding

fraudulent practices; and
• establish a national data bank of final adverse actions against

providers.
HHS and DOJ believe that the negotiation process has supported the intent of

HIPAA to date and that it has been very effective in providing a guaranteed funding
stream for fraud and abuse activities.

First, the HCFAC Program statute compels a coordinated and efficient approach
to health care fraud enforcement. HIPAA directly appropriates funds to two Depart-
ments at once (HHS and DOJ), with a directive that they negotiate funding levels
between them, and jointly oversee and coordinate enforcement efforts. This ap-
proach avoids duplication between the two Departments’ anti-fraud efforts, allows
more effective allocation of HCFAC resources, and promotes effective working rela-
tionships. Before HIPAA, Federal health care enforcement efforts depended on var-
ious appropriations and competing priorities for investigators and prosecutors. With
HIPAA, Congress directly appropriated funds from the Medicare Trust Fund (up to
ceilings specified in statute) to achieve program goals.

Second, the statute increased funds available for combating fraud and abuse, and
most notably, stipulated sums available on a permanent basis. Since law enforce-
ment expenses are largely all personnel costs, a permanent level of funding permits
long range hiring and staffing decisions. Moreover, the funding levels increased at
a reasonable rate, designed to permit build-up of staff at a progressively sustainable
rate. The HCFAC program has proven its effectiveness in detecting and preventing
health care fraud, as well as extending the life of the Medicare Trust Fund. The
HCFAC program has shown a great return on investment. In FY 2001, for example,
the total appropriation was $182 million. In their annual report of program accom-
plishments issued in April 2002, the Secretary and the Attorney General announced
that in fiscal year 2001 alone, the government collected over $1.3 billion in health
care cases, with over $1 billion of that amount returned to the Trust Fund. In FY
2002, the amount collected for health care fraud was approximately $1.6 billion dol-
lars, an increase of $0.3 billion and a new record, with $1.4 billion being returned
to the Medicare Trust Fund.

Third, the statute provides flexibility to HHS and DOJ in developing and imple-
menting anti-fraud activities. While there are some specific requirements, the stat-
ute generally authorizes HHS and DOJ to ‘‘conduct investigations, audits, evalua-
tions, and inspections relating to the delivery of and payment for health care in the
United States,’’ and facilitates related administrative enforcement actions. This
broad directive allows for wide latitude in responding to changes in the health care
industry, and permits creativity in enforcement efforts. Our negotiation process ben-
efits from this flexibility in the statute.

Since HIPAA was enacted, the appropriation has increased by 15 percent per
year. This increase has helped support the health care fraud and abuse programs
identified within each component. FY 2003 is the last year that the appropriation
is slated to increase. For FY 2004 and beyond, the amount available for the HCFAC
Program will be capped at the current level of $240.6 million.

Question 2: Why was the HCFAC negotiation letter not concluded by October 1,
2002?

Answer: In FY 2003, the negotiation process was delayed because DOJ preferred
to defer negotiations until its 2003 appropriation was enacted, due to the uncer-
tainty of funding available to support health care fraud (HCF) litigation activities.
The level of funding appropriated directly to DOJ through the usual appropriations
process has bearing on the allocation between HHS and DOJ (and within DOJ).
Congress agreed to the conference report for the Consolidated Appropriations Reso-
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lution, 2003 on February 13, 2003, which the President signed into law on February
20, 2003. DOJ agreed to begin negotiations in March 2003.

Although the negotiation letter was not concluded by October 1, 2002, HHS and
the Office of Management and Budget (OMB) took necessary steps to apportion the
HCFAC funds as required by law. For the purposes of that apportionment, we used
the 2002 negotiated agreement as a reference point, which maintained a placeholder
for the OIG at its statutory funding limit of $160 million for fiscal year 2003. Given
that final negotiations had not been concluded at that time, $150 million of the $160
million annualized level was allocated to the OIG in order to preserve funding op-
tions pending a final negotiated agreement. Thus, OIG was provided the maximum
amount of the statutory range of funding ($150 million–$160 million) that could be
provided prior to final negotiations with DOJ.

Question 3: When have the negotiations concluded for the past three years?
Answer: FY 2003 negotiations between HHS and the DOJ concluded on April 29,

2003.
FY 2002 negotiations between HHS and the DOJ concluded on January 9, 2002.
FY 2001 negotiations between HHS and the DOJ concluded on January 8, 2001.
FY 2000 negotiations between HHS and the DOJ concluded on July 26, 1999.
Question 4: Please describe the mechanics of the negotiations process and address

the following:
Who is responsible for beginning the negotiations?
Answer: HHS and DOJ have administered these funds in a collegial environment

and communicate on a regular, informal basis regarding the offices and programs
funded through HCFAC. As the Department that manages the funding source for
HCFAC activities, HHS has typically approached DOJ to initiate negotiations. Of
course, either Department has the authority to begin the negotiation process.

Who participates in the negotiations?
The Secretary has delegated responsibility for HCFAC negotiations to senior ca-

reer staff in the office of the Assistant Secretary for Budget, Technology, and Fi-
nance (ASBTF), who in turn have included representatives from the OIG in the
process.

Who decides who the participants will be?
At HHS, the ASBTF decides who from that organization will participate the nego-

tiations, while at DOJ, the program office with direction from the Deputy Attorney
General’s Office selects the participants. Participants from both Departments tend
to be senior career staff who work on the regular appropriations process.

What is the basis of these decisions?
The basis for participants in the negotiations ultimately comes from the Secretary

of HHS and the Attorney General of the DOJ, who by statute, are given the author-
ity to negotiate final HCFAC funding levels. As with most authorities granted to
the head of a Department, the Secretary and Attorney General have delegated im-
plementation of the negotiations to other officials within their respective Depart-
ment—to ASBTF at HHS, and to the Deputy Attorney General’s Office at DOJ. All
final funding decisions require the approval of the Secretary and Attorney General,
or their designees.

How does each agency determine its initial negotiating position?
HHS determines its initial negotiating position by soliciting requests for funding

from the interested agencies, analyzing those requests, and then recommending
funding levels to the Secretary of HHS. The Secretary’s decision forms the basis for
starting negotiations.

First, the ASBTF issues an annual call letter, the Request for HCFAC Program
Funds, to HHS agencies. In response, the agencies send the ASBTF a narrative jus-
tification for their request, with supporting information that includes performance
information. The ASBTF, with input from the OIG, evaluates these agency docu-
ments and prepares a decision memo for the Secretary. The OIG’s analysis of the
agency requests are an important element in ASBTF’s recommendations. The Sec-
retary’s decisions on ASBTF recommendations are the starting point of our negotia-
tions with DOJ.

How do the two agencies work out disagreements?
If funding disagreements arise, HHS and DOJ attempt to resolve the issue infor-

mally at the career staff level or the ASBTF/Deputy Attorney General level. In some
cases, this has required further discussion between the two Departments, additional
meetings, and exchanges of information. In the end, all final HCFAC funding deci-
sions have the approval of the Secretary and Attorney General, or their designees.

Question 5: Why was the OIG not included in the negotiations process this year?
Answer: The OIG has played a significant role in the negotiation process in every

year of HCFAC’s existence. For the FY 2003 negotiations, the OIG was consulted
during every step.
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HHS and DOJ expedited the FY 2003 negotiations once they began, and moved
quickly to conclude them. FY 2003 required an expedited process because negotia-
tions were delayed until after DOJ received their FY 2003 appropriation. HHS and
DOJ held only one face-to-face meeting, in April, with the remainder of the negotia-
tions completed through e-mail and facsimile. Even though the process was expe-
dited, the OIG was involved. They analyzed and commented on all the potential
projects that were brought to the negotiations table, as well as concurred with the
final negotiated agreement.

Question 6: What is the allocation of funding for DOJ and HHS?
Answer: For FY 2003, the negotiated funding allocation is HHS: $191,143,000;

DOJ: $49,415,000. The HHS funding allocation includes $160,000,000 for the HHS/
OIG, the maximum allowable under HIPAA.

Question 7: What is the basis of allocation?
Answer: The funding allocation is based on the levels needed to further the stat-

ute’s goal of preventing and controlling health care fraud and abuse, as identified
by HHS and DOJ. Each year, the agencies identify their enforcement priorities and
initiatives. As in the past, the funds are used to further these enforcement prior-
ities.

The basis of the FY 2003 allocation, specifically, was the negotiated agreement
that each Department was to receive approximately the same percentage increase
(24 percent for HHS, and 25 percent for DOJ) over its FY 2002 base funding level,
with some litigation spending removed from the FY 2002 base (which was an agree-
ment the two Departments reached previously).

Question 8: How do HHS and DOJ determine HCFAC funding needs for its agen-
cies/programs?

Answer: ASBTF solicits proposals from agencies within HHS, and, along with the
OIG, evaluates the proposals received to ensure they reflect program goals, provide
evidence of successful performance, and further the priorities of the Attorney Gen-
eral and the Secretary of HHS. Specifically, ASBTF asks agencies to submit prior
year accomplishments, including performance measures, that helped achieve stra-
tegic goals.

ASBTF recommends that the Secretary fund those projects which are the most
efficient use of HCFAC funds. Agencies are asked to provide detailed descriptions
of how the funds will be used and how the activities meet the objectives of the au-
thorizing statute; an explanation of interactions with other entities receiving
HCFAC Program funds; a description of how HCFAC activities relate to similar ac-
tivities funded through non-HCFAC sources; and a justification of how the HCFAC
activities are consistent with the goal of having a return on the investment.

DOJ and HHS are aware of the other’s funding needs as a result of the open lines
of communications between the two Departments.

Question 9: How do HHS and DOJ agencies justify the funding they receive?
Answer: The ASBTF issues a budget call letter to HHS agencies who, in turn, re-

quest HCFAC funds. In the late spring or early summer, these agencies send back
a budget request complete with a justification for the projects that they wish to
fund. Their justification must include how prior year funds were spent, including
performance measures as well as plans, and performance measures for activities
that they wish to pursue in the coming year.

These justifications are reviewed to determine: whether the specific project meets
the statutory criteria for use of HCFAC funds; whether the activity is consistent
with the President’s efforts to combat health care fraud, waste, and abuse; whether
the proposed activity could or should be funded by another funding source; or
whether the requested funds supplement current or supplant any other funding.

Please provide a breakdown of how the HIPAA funds have been allocated for the
past three years.

FY 2002 allocation: DOJ: $55.2 million; HHS: $154 million (HHS/OIG accounted
for $145 million of the HHS total).

FY 2001 allocation: DOJ: $43.5 million; HHS: $138.4 million; (HHS/OIG ac-
counted for $130 million of the HHS total).

FY 2000 allocation: DOJ: $35.1 million; HHS: $123.1 million; (HHS/OIG ac-
counted for $119.3 million of the HHS total).
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