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WELFARE REAUTHORIZATION:
AN EARLY GUIDE TO THE ISSUES

The enactment of the Persona Responsibility and Work Opportunity Reconciliation Act of 1996
(PRWORA) marked an extraordinary turning point in U.S. socid policy. The legidation is probably
best known for having repeded the Aid to Families with Dependent Children Program and having
provided states with block grants to design work-focused, time-limited welfare programs. However, the
scope of the 1996 law was much more extensve. The law made mgjor changes affecting child support
enforcement, child care, the Food Stamp Program, disability benefits for children, and the digibility of
immigrants for federad, state and loca benefits. The law reduced federd requirements and protections
for individuas while expanding state discretion and flexibility in numerous aspects of socid policy. And,
the law has prompted new and intensified discussions about out of wedlock birth, fathers, and marriage
and family formation.

These issues and more will be before Congressin 2002. A set of programs — the Temporary
Assistance for Needy Families Block Grant, the Child Care and Development Block Grant, the Food
Stamp Program, and funding for abstinence education — are al scheduled to be reauthorized by the end
of 2002. But the discussons and debates will likely entail far more than the programs scheduled for
reauthorization. Rather, 2002 is anticipated to be a year in which Congress, the states, and the public
will take stock of what has and has not been accomplished since 1996 and consider the next set of
directionsfor nationa poverty policy and family policy.

This article seeks to contribute to the 2002 discussions by describing how the 1996 law changed
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the socid policy landscape in programs affecting children. We describe the principa changesin federa
law mogt relevant to the well-being of children in aset of areas: the repea of AFDC and enactment of
TANF,; the law’s provisons rdating to family formation; the changesin child support enforcement, child
care, Medicad, the Food Stamp Program, immigrant digibility for public benefits, child wefare, and
disability benefitsfor children. In each area, we highlight the principa impacts of these changes (to the
extent known) and suggest key issues likdly to be before Congressin 2002.

Two cavesats are needed. First, because thisis abroad overview, we have necessarily omitted
numerous details, both about the legal changes and the impacts of the changes; citations provide sources
for more detail about the legal changes, and other articlesin thisissue discuss the impacts in greater
detail. Second, it isinherently speculative to write in 2000 about the likely issues before Congressin
2002. Much could change in the next severd years, as aresult of dections, changesin the economy and
date practices, and new research findings. Nevertheless, much of the picture of the likely 2002
discussions has aready begun to emerge, and it isdready clear that those discussions and decisons
could have amgor impact on the well-being of low income children, and al children.

l. 1996: BACKGROUND AND CONTEXT

There are sharply differing views about how to characterize the motiveating factors around
enactment of the 1996 law. A number of factors can be identified, though there remains much
disagreement about which were central, and it is clear that different factors were more or less relevant to
different actors. At least five themes were prominent in the debates.

C “Reforming Welfareto Promote Work and Time Limits:” The 1996 discussons were

dominated by the perception that the then-existing cash assstance program, Aid to Families with
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Dependent Children, did too little to encourage and require employment, and insteed either
encouraged or at least alowed non-work. Some proponents of change put forward a deeper
critique, arguing that the program fostered family break-up and out of wedlock birth, and had
crested a* culture of dependency” responsible for an array of other socid problems. Both the
President and Congressiona Republicans emphasized the need to transform the cash assstance
system into a work-focused, time-limited program.

C Reducing Projected Spending: The 1996 debates were dominated by the perception that
projected federal spending for low-income ass stance needed to be reduced, either as part of an
overdl effort to reduce spending, or smply because federd spending for low-income assistance
was viewed as excessve.

C Promoting “ Parental Responsbility:” The 1996 debates were characterized by broad
agreement that both parents should support their children. For custodiad parents, thistypicaly
meant an emphasis on work and cooperation with child support enforcement. For non-custodial
parents, it meant a set of initiatives to strengthen the effectiveness of the child support enforcement
system.

C  Addressing Out of Wedlock Birth: A drong theme, principaly though not exclusvely from a set
of conservatives, was that out of wedlock birth was presenting an increasingly serious socid
problem, and that the federa government should exert a strong leedership role in seeking to
reduce the incidence of out of wedlock birth.

C  Promoting Devolution: A common theme throughout the 1996 discussons was that a set of

federd programs had failed, that much of the innovation and cregtivity in socid policy was
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emerging from state experimentation, and that federa law should be restructured to give more

power and authority to statesin the shaping and implementation of palicy.

These themes were not the only ones, and some very different characterizations are possble.
Some would suggest that the 1996 debates were characterized by an antagonism to poor families, alack
of concern about federal safeguards and protections, and a set of hostile stereotypes about the needs
and circumstances of poor families, and particularly, poor minority women and immigrants. And, some
would suggest that the 1996 debates were characterized by the need to “do something” about welfare
before the 1996 presidentia eections. Other characterizations are also possible. However, it does
seem clear that the principa focus of the 1996 debates was not about how to reduce child poverty, at
least in the short run. Proponents of the legidation urged that moving toward a structure that promoted
work and marriage would promote child well-being in the long-run; opponents asserted that the
legidation’s spending reductions and removals of federd protections would hurt children. But the
debates largely centered on the themes outlined above, and the articulated goals of the law did not
directly address child poverty. At the same time, each component of the law could be expected to have
ase of direct and indirect effects, and the 2002 discussons will likely focus much more directly on

understanding the law’ s impacts on children in efforts to identify the next steps for federd policy.
[I. TEMPORARY ASSISTANCE FOR NEEDY FAMILIES

In 1996, there was broad agreement that there was a need for Sgnificant change in the program of
cash assgtance for families with children, but sharp disagreement about the direction that change should
take.

Until 1996, AFDC was the principd federa-state program providing cash assstance to families
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with children. Under AFDC, states provided cash assstance to families with children, and the federa
government paid half or more of al program costs. Federal funding was provided to states on an open-
ended basis, i.e, it rose when the casdload rose and fell when the casdload fell. Federd law established
acomplex mix of options and requirements for states. States were mandated to provide some level of
cash assgtance to digible poor families but had broad discretion in setting benefit levels. States were
required to operate programs of work-related services and requirements for participating families, but
these programs were often under-funded, affected a limited share of assistance recipients, and were
typicaly not the centra focus of attention in state and local welfare adminigtration.

In 1992, presdentia candidate Bill Clinton pledged to “end wefare as we know it” by requiring
families receiving welfare to work after two years. 1n 1994, the Clinton Administration introduced a
welfare reform proposa involving expanded services and requirements intended to increase workforce
participation for single parents, dong with a requirement that parents participate in awork program asa
condition of receiving further assistance after afamily had received assistance for two years. The
proposa did not advance, and after Republicans attained a Congressional mgjority in November 1994,
the focus shifted toward the Republican proposal to end entitlements to assistance, repeal AFDC and
instead provide states with block grants.

A. The 1996 L aw

The 1996 law repedled AFDC and enacted the structure of TANF block grants. The TANF
structure is best understood as a hybrid. States receive alump sum of money that can be used for an
array of purposes. One purpose is to operate a program of assistance for needy families. A set of

requirements -- e.g., time limits, work requirements, child support cooperation -- gpply to families
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recaiving TANF “assstance,” but not to those receiving other benefits and services funded under the

block grant. Accordingly, it isimportant to both understand the rules that govern the use of the block

grant and the rules that gpply to those who receive TANF assistance in state programs funded under the
block grant. Key TANF features are:

C Essentially fixed federal funding: Each state qualifiesfor ablock grant each year from 1997
though 2002, with block grant levels st to reflect federal spending from a base period during the
early 1990s under the programs that were repedled at the time TANF was enacted.!

C Broad state discretion in use of federal TANF funds. Unless otherwise prohibited, a sate
can spend its block grant fundsin any way reasonably calculated to accomplish any of the
purposes of the law. The purposes are to:

(1) provide assstance to needy families so that children may be cared for in their own
homes or in the homes of rlatives;
(2) end the dependence of needy parents on government benefits by promoting job
preparation, work, and marriage;
(3) prevent and reduce the incidence of out-of-wedlock pregnancies and establish
annuad numerica goas for preventing and reducing the incidence of these pregnancies,
and
(4) encourage the formation and maintenance of two-parent families?
A date can aso transfer up to 30% of its TANF funds to the Child Care and Development Block
Grant and to the Socid Services Block Grant (Title XX), subject to certain limits® In addition,

under a“grandfather clause,” a sate can dso spend TANF funds in any way that was previoudy
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authorized under a set of programs.*

C A statemaintenance of effort (M OE) requirement: To avoid afiscd pendty, a sate must
spend a least a certain amount of state money for benefits and services for “needy families’ with
children. The state€'s MOE obligation is 80% (or if the state meets TANF participation rates,
75%) of the amount that the state spent in 1994 for a set of federal programs. To count toward
MOE, expenditures must be reasonably calculated to accomplish a TANF purpose and must be
for needy families. The state has broad discretion in setting the income leve to define * needy
families” The dateisfree to decide whether MOE expenditures will be made in the sa€'s
TANF program or in a*“ separate sate program” not subject to TANF requirements.®

C Broad state discretion in designing an assistance program, with no federal entitlement to
assistance: The date determines which families are digible, how long they are digible, how much
assigtance they receive, etc. Federd law prohibits the state from using TANF fundsto assst
certain categories of people, but thereis no requirement that a state provide assistance to any
family or group of families

C Adistinction between assistance and nonassistance: Key reguirements such astime limits
and work requirements apply to those receiving “assstance.” Assistance is defined to include
payments designed to meet ongoing basic needs and supportive services (such as child care and
trangportation) for families that are not employed.®

C  Atimelimit on federally-funded TANF assistance: The state may not use federal TANF
funds to provide ass stance to afamily that includes an adult who has received federdly-funded

TANF assstance for sixty months; the state may alow exceptions for up to 20% of families
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receiving assstance.” The federd restrictions do not apply to use of MOE or other state funds and
do not gpply to benefits and services that do not fal within the definition of “assistance.”

C Federal participation rate requirements: The law sets participation rates for families recaiving
TANF assstance, and a dtate risks afisca pendty if it does not meet theserates. One rateis
caculated for dl families recaiving assstance and a higher rate is gpplied to two-parent families.
To count toward participation rates, an individua must beinvolved in one of alisted set of work-
related activities for a specified number of hours each week throughout the month. Education and
training activities only count toward the ratesto avery limited extent. A sta€'s participation rate
requirement can be reduced if the state’ s casaload has declined since 1995 for reasons other than
changesin digibility rules; this*casdload reduction credit” creates a strong additiond incentive for
caseload reduction.

B. Developments

Generdly, under TANF, most states developed time-limited ass stance programs with a strong
emphasis on work-related requirements. Most states devel oped programs in which most or all parents,
including parents of very young children, were required to participate in work-related activities, adopted
policies under which al cash assstance could be terminated for aviolation of program rules, developed
policies under which family assistance can be reduced or terminated after atime limit of 60 months or
less, imposed redtrictions on education and training and placed a strong emphasis on rapid workforce
attachment; adopted policies to expand the availability of cash assstance for families entering
employment; liberalized program asset requirements, and liberdized digibility rules for two parent

families®
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Since TANF was enacted, there has been a historically unprecedented decline in the nation’s
welfare casdload. The decline began before the law was enacted but accelerated after the law was
pased. In early 1994, five million families were recaiving AFDC assstance. The number fell to 4.4
million families by August 1996 and then to 2.5 million by September 1999.° Child poverty fell over this
period, but the number of children receiving assstance fell much more rgpidly than did child poverty, and
the share of poor children receiving AFDC/TANF dropped from 61.5% in 1995 to 43% in 1998.1°

Studies have consistently found that most families leaving welfare have found work™ and that labor
force participation has increased among femae-headed families'> However, employed leavers have
typicaly entered into jobs paying wages below the poverty line, and are unlikely to receive employer-
provided health care coverage or paid sick or vacation leave.’® Despite low earnings and lack of
employer benefits, families that have left welfare are dso less likely to be receiving Food Stamp benefits
or continued Medicaid coverage than those families till receiving TANF assistance.™

Probably around 40% of wefare leavers are not working. There is only limited information about
these families. It appearsthat some, but not most, are residing with partners or other adults™ In some
dates, a ggnificant share of case closures are due to sanctions or noncompliance with program
requirements, such as failure to meet awork requirement, attend a meeting or respond to anotice.’®
Families whose cases are closed due to sanction are more likely to have low education and less work
history than families whose cases are closed for other reasons.*’  Parents who are not working after
leaving wedlfare are more likely to have multiple obstacles to employment than parents who are working
after having left welfare.® Concerns about the circumstances of these families have been heightened by

findings that the poorest 20% of female-headed families suffered aloss in disposable income between
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1995 and 1998, principally because of sharp dropsin receipt of means-tested benefits.'®

Families fill receiving TANF assistance are more likely to have serious barriers to employment
than those families that have left. Ascompared to leavers, families fill receiving assstance are less likdy
to have recent work history and less likely to have completed high school. Neerly haf (48%) of the
families dill receiving assstance in 1997 indicated thet either their generd health or mental hedlth was
poor.?° State administrators frequently obsarve that the families till receiving assistance are more likely
to face issues relaing to extreme literacy barriers, menta hedth, substance abuse, domestic violence, ill
or disabled family members.

The TANF casdload decline has al'so had a Sgnificant effect on the funding available for other
programs affecting children. Nationally, as the casdload declined, cash assistance expenditures fell from
nearly $23 billion in 1994 to $14 billion in 1998. The drop in cash assstance spending meant that funds
which would have been spent for cash ass stance became available for other purposes. Federa
regulationsissued in April 1999 made clear that states could spend TANF and MOE fundsto
accomplish the purposes of the law even when expenditures were for families that had |eft or never
received TANF cash assistance.?

Initially, many states were hesitant to spend available TANF funds, having concluded the funds
should be reserved for future economic downturns. By mid-1999, an etimated $7.3 billion in available
TANF funds remained unspent. These unspent funds led some in Congress to propose reducing TANF
funding levels. At the same time, States began to become increasingly interested in using TANF funds for
initiatives outsde the welfare system. The single largest redirection of funds was for expansions of child

care, and in some dtates, there has been a Sgnificant commitment of resources to the child welfare
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system. Some dates began to use TANF funds to supplant existing state low income program spending.
While TANF funds are now being used for abroad range of initiatives, thereis not yet a clear nationa
picture of how the funds no longer being spent on cash assistance are being used in Sates.?

C. Potential Reauthorization Issues

When TANF is reauthorized, there will likely be active debates about many features of the
dructure. Key questions are likely to include:

Should the purposes of TANF be modified? If current spending trends continue, it seems likely
that by 2002, most state spending under TANF will be for services and activities other than providing
cash assstance in state welfare programs. Should a principal TANF purpose be to provide supports
and assstance to the working poor? Should there be a stronger emphasis on addressing the engagement
of fathers and family formation and reunification? Should states be free to use the funds for new
purposes?

Should federal funding and state maintenance of effort levels be changed? Some people
will likely argue that federd funding istoo highin light of caseload dedlines snce 1994. Others will
emphasize that there is still no experience concerning adequeacy of block grant fundsin arecession.
States could dso respond by emphasizing that their focusis not just on families receiving cash assstance,
but on using block grant resources for broader efforts on behdf of low income families, and that funding
needs to be maintained or increased. However, some states may be prepared to accept lower block
grantsin return for lower MOE obligations. There may aso be disputes between states about the

appropriate levels of individud sate alocations— some
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states may be asserting that it does not make sense to alocate federa fundsin 2002 based on federa
welfare spending in states in 1994.

Should federal time limit rules be modified? How should federal law addressthe families
still receiving assistance? Some people will likely argue that there should be no federa time limit or
that the 20% cap should be reconsidered in light of the casdload decling, i.e., that 20% of the remaining
casesisafar smdler figure than contemplated in 1996. There may be proposals to alow exemptions or
extensons for particular groups of families, eg., working families, families with disabled members,
familieswith infants. And, the discussion of time limitsis likely to lead to abroader discusson of the
circumstances of families dtill receiving assstance, and of issues rdaing to illness, disability, mental
hedlth, substance abuse, language barriers and domestic violence.

How should state performance be measured? Many observers have suggested that caseload
decline became a principal measure of success under TANF because there were not better measures of
performance incorporated into federd law. 1n 2002, some people will advocate that state successin
reducing child poverty be trested as a key measure of performance in TANF. Some will likely advocate
increased focus on out of wedlock births and other family formation issues. The basic issue of state
accountability for resultsis likely to be more centrd to the debate.

Should there be morefederal safeguards? One part of the reason for the casdload declineis
that most states now use full family sanctions at some point in the pendlty process, i.e,, terminating all
cash assstance to a family when the state concludes that the parent has violated a program rule. States
often emphasize that ther flexibility in program administration under TANF has been key in promoting

employment and reducing cassloads. At the same time, advocates often emphasize that the extent of
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date discretion in sanction policy has contributed to the numbers of families leaving welfare without
work, and to the degpening of poverty for the poorest femae-headed families. Advocates will likely
urge that states be required to make better efforts to identify and address literacy barriers, hedth,
substance abuse, mental hedlth or disability-related reasons before exercising full-family sanctions, and
that there be clearer federal requirements to assst and work with those families with the greatest barriers
to employment. Others may oppose any efforts that could be seen as rediricting ate flexibility and
discretion.

The above lig is not complete. One can anticipate that the issues in 2002 will dso include
questions about approaches to domestic violence; access to education and training; policies affecting
familiesin which members have disabilities; policies affecting the linkages between the welfare sysem
and the workforce development system; and many others.

1. FAMILY FORMATION

The issue of marita status and teen pregnancy has gained increased public atention asthe
incidence of children living in divorced, never-married, and teen parent households has grown. Since at
least the 1940's there has been aroughly steedy growth in the rate of out-of-wedlock births. While less
than 4% of al births were to unmarried women and adolescents in 1940, 32.2% of dl births were out-
of-wedlock by 1995. Inthat year, 75% of dl teen births were out-of-wedlock.* It is“the diminishing
fertility of married women coincident with the growing fertility of unmarried women [thet] has increased
the likelihood that children born today will be born outside marriage”® Theincreasein divorceis as

dramatic: in 1940 the rate among married women was 8.8% and by 1995 it was nearly 19.8%.%°
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Before enactment of the 1996 law, no federd program expresdy sought to influence marital status.

In part, this may reflect a tradition which held that family formation is a persond metter. Debatesin the

1990s began to chalenge this tradition and the 1996 law provided a vehicle for federal funds directed at

family formation both within and outsde of wdfare
A. The 1996 L aw

Severd out-of-wedlock initiatives in the debates that led to the 1996 law were at least partidly
inspired by writers such as Charles Murray who asserted that “illegitimacy isthe single worst socia
problem of our time - more important than crime, drugs, poverty, illiteracy, welfare or homelessness
because it drives everything else”?” Adherents of this perspective viewed cash assistance as “enabling”
poor women to have children out-of-wedlock and sought to limit or eliminate assstance as a means of
reducing out-of-wedlock births. Proposas to prohibit states from providing assistance to children born
out of wedlock to teen parents and to prohibit states from providing additiona assistance for children
born in welfare families were eventudly dropped,® though the block grant structure permits sates to

implement these or related policies®® Other family formation provisions were incorporated in the 1996

law.*® The 1996 law:

. Included family formation among the TANF purposes: Three of the four purposes of TANF
refer to family formation, i.e., promoting marriage, reducing out-of-wedlock pregnancies, and
encouraging the formation and maintenance of two-parent families. The TANF purposes are not
just hortatory, but actualy affect which activities can be funded with TANF dollars.

. Changed rules concer ning two-par ent families. Under AFDC, two-parent families had to

meset dricter digibility tests than sngle parent families. Under TANF, states set their own digibility
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rules for two-parent families. However, states must meet a high work participation rate for two-
parent families recaiving assstance.

. Established a state bonusfor reductionsin out of wedlock birth: An award of $100 million
annudly is available to be shared by up to five states with the highest reduction in their out of
wedlock birth ratio and who have also reduced their abortion rate. The formulais based on the
share of out of wedlock births among women of al incomes and of al ages within the Sate.

. Denied federal assistance to some minor parents: With limited exceptions, saes are
precluded from spending TANF to provide assistance to unmarried, minor, custodia parents who
do not participate in schoal or training rules and who do not live with reaives or in an adult
supervised living arrangement.

. Allowed TANF spending on family planning: Expenditure of federd TANF funds on family
planning is alowable but spending on abortion and other medica servicesis precluded.

. Established federal funding for a new abstinence education program: Nearly $500 million
(in combined federd and state funds) is provided over 5 years for a program administered through
the Maternd Child Hedlth block grant, which, in part, “teaches that sexud activity outside the

context of marriageislikely to have harmful psychological effects”

B. Developments

At least 34 states tapped some TANF funds for teen pregnancy prevention projects and/or for
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family planning initiatives by 20003' As of mid-2000, only Oklahoma had launched a comprehensive
initiative to strengthen marriages®

Inimplementing TANF, most states dropped the stricter AFDC digibility requirements for two-
parent (married and unmarried) families and now effectively treat such families the same as sngle parent
families when determining digibility.>® At the same time, ates often viewed the high two-parent work
requirements as a disncentive againg asssting two-parent familiesin their TANF programs, and at least
14 dates established state funded programs for two parent families in order to provide assstance to
these families without risking the pendlties associated with TANF participation rate requirements.>

At this point, it is unclear whether the TANF bonus structure motivated states to address family
formation issues. In three of the five states awvarded the “illegitimacy bonus”* the Maternd and Child
Hedlth directorsindicate that their state undertook no specia activity to win the bonus® Theinitid high
performance bonuses did not include family formation measures, dthough HHS has proposed to include
ameasure of the share of two-parent families among low income families with children as a performance
measurein find regulations®

Minor parents are a specia target in TANF.® The TANF caseload includes about 142,000 teen
parents.®* Reaively little research has examined the impacts of the minor parent provisons. Available
research on the school requirement (often called “Learnfare’) suggests that its benefits are concentrated
maostly on improving enrollment and grade completion and less on improving graduation rates and
eanings.® The research aso suggests the positive outcomes occur largely for those il in school, since
Learnfare has had little success with “retrieving” those who have dropped out.** The underlying

assumption of the Learnfare requirement is that the mandate will improve attendance, yet one andysis
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suggests that illness plays an important role in school absence among the welfare populaion. 2
Compared to “Learnfare’ even lessis known about the impact of the minor parent living arrangement
rule®® Inlarge part, because of the confusion surrounding these rules at loca welfare offices, teen
parents - those who are minors as well as those who are older - may be inappropriately diverted from
TANF.#

The abstinence education funds under the 1996 law are available for curriculawhich generdly
teach abstinence as the only option for their participants and do not offer information on how to use
contraceptives. (In contrast, “abstinence-plus’ programs encourage abstinence but also provide
information about using contraception.) The 1996 law’ s verson of “abgtinence-only” teaches that
abstinence isthe only appropriate option outsde of marriage regardless of age. The federd provison
appears to have encouraged changes in state law. As of mid-2000 at least five States passed laws
applying the abstinence-unlessmarried criteriato al sexudity education programsin the sate® To
date, research has not found reduced fertility as aresult of participation in such abstinence programs.*
A federd evauation of the 1996 abstinence programs is underway.

C. Potential Reauthorization Issues

Marriage. There gppearsto be growing Congressiond interest in enacting legidation that
promotes marriage. For example, the Fathers Count legidation debated in 1999 and re-emerging in
2000 emphasizes promoting marriage as a means to ensure responsible, involved fatherhood.*” Polls
show that most Americans continue to prize and vaue marriage as an important life god,*® but thereisa
great dedl of uncertainty about the appropriate role of government with respect to marriage*® Since

thereislittle track record of state policy or program experience to draw upon, therisk is greet that the
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discussion will become poaliticaly charged. Among the questions likely to be addressed in the
reauthorization debate include: Are there exigting policy and program barriers to marriage that should be
removed? Can Sates promote or privilege marriage without, in effect, “bribing” couplesto marry and
discriminating againgt Sngle individuals? Should states fund relationships education courses for high
school students and for low income parents in communities? How can government best work with faith-
based organizations in promoting marriage and stirengthening two-parent families? 1s TANF the
appropriate vehicle for implementing a pro-marriage agenda? What legd reforms or other steps can be
taken to discourage divorce without perpetuating those marriages that are abusive or otherwise harmful ?

Minor Parents. Reauthorization provides an opportunity to consider arange of gpproachesto
the minor parent provisons. Questionsinclude: Should the current mandates be turned into state options
S0 that states have as much flexibility in addressng the needs of minor parents as they do with other
populations? Should new provisions be added that promote adequate assessments of individua and
community capacity to meet teen parent needs? What' s the appropriate response when needs don't
meatch available services? If education remains agod, should the provison that puts teen parentsin
competition with adults for “countable” education dots be revamped? Should ditinct performance
standards (or a competitive grants program) be developed that reward expanded investments, improved
outcomes (including completion of education), and effective coordination of youth services? Should
such performance measures be limited to minors, include al TANF teen parents, or reach dl teen
parents up to age 20?

“Illegitimacy Bonus.” Congresswill likely consder whether the “illegitimacy bonus’ &ffects

gate and family behavior and whether the funds are effectively targeted: there may be proposasto
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expand, contract, or eiminate the bonus. There may also be proposas to condition the bonus on new
investments designed to reduce out-of-wedlock birth (e.g. family planning initiatives or couples
counsdling).
V. CHILD SUPPORT

Child support is a sgnificant income source for low-income families that receiveit. For poor sngle
female-headed families receiving child support, the child support is the second largest component of
family income after earnings, amounting to 26% of the family’s budget, or $2000 per year.> When
families headed by single mothers get a least some child support during the year, their poverty rate
drops from 33% to 22%.> Child support can help increase single mothers' labor force participation,
gtabilize and supplement low-wage earnings, link familiesto private and public hedth care coverage, and
reinforce paternd involvement.>

However, many TANF families may not be able to count on child support as a steady source
of income when their welfare benefitsend.> In part, thisis because most states do not provide
adequate child support servicesto families. In part, it is because many fathers of poor children are
themselves poor and have alimited ability to pay support.>> Poor children whose parents never
married are least likely to receive child support.>® Thisislargely because half of poor custodial
mothers lack a support order, the legal prerequisite to collecting support. However, over the last
twenty years, never-married mothers experienced a four-fold increase in the amount of support they
receive.®” In addition, recent evidence suggests that support is more likely to be paid for poor

children who do not receive welfare than those who do receive welfare.%®

Nearly two-thirds of al child support casesin the country are processed through the public child
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support (1V-D) program.>® The child support program is one of the largest human services programs
reaching low-income mothers, fathers, and children.®® Only about 20 percent of the child support
casdoad involve families currently receiving TANF.®* Mogt familiesin the program are working families
with incomes below 250 percent of poverty who left or never received welfare.®

The child support program originally was set up to remburse federa and state welfare costs.
When families apply for TANF cash assistance, they are required to cooperate with the child support
program and assign (relinquish) their rights to child support to the sate®® The Sate retains assigned
welfare collections as repayment for welfare benefits and shares them with the federa government.®
About two-thirds of states spend their share of welfare collections on meeting their TANF Maintenance
of Effort (MOE) obligation, while the remaining third use wefare collections to pay for their share of
child support program costs.®

The federa government reimburses states 66 percent of their program costs through an open-
ended entitlement funding stream.  In addition, the federal government pays states incentive payments
that historically have equaled about 15 percent of program costs.®® States fund their matching share of
costs with some combination of state generd or specia funds, assigned welfare collections, and federa
incentive payments.®’

A. The1996 L aw

Generdly, the child support changes under the 1996 law were intended to improve child support
system performance, and to strengthen requirements that both mothers and fathers cooperate in the
establishment of paternity and support and in increasing child support collections. PRWORA, aong

with the Child Support Performance Incentive Act of 1998, made mgor changes to the child support
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program.® Mgjor provisions under these laws include:

C

Linked federal and state data bases. States and HHS were required to expand automated
data bases to match child support orders with information on newly-hired employees, quarterly
wage information, and other data sources.®

Expanded administrative authority. State agencies must have authority, without a court order,
to order genetic tests, subpoena information, adjust orders, order income withholding, suspend
licenses, secure and seize assets, report to credit bureaus, conduct quarterly bank matches, and
enforce interstate cases.™

Voluntary pater nity acknowledgment. The father's name may only gppear on a birth certificate
if paternity isformally acknowledged under hospital-based procedures. Paternity
acknowledgments become find in 60 days.”*

Tightened TANF cooperation rules. State TANF programs must impose at least a 25%
sanction for falure to comply with state cooperation rules, and may make the entire family
indigible. Cooperation rules dso apply to Medicaid and foster care programs, and (at state
option) the food stamp program.

Expanded digtribution rules. Complex assgnment and distribution rules (which determine
whether the tate or family keeps collected support) dlow former welfare families to keep more of
pre-assistance child support, but eliminated the requirement that had mandated that states pass

through the first $50 of support to current TANF families.”
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C Established new performance incentives. States must meet 5 performance measures and have
religble data to qudify for federa incentive payments. Incentive payments must be reinvested in
child support-related activities. New pendlty, audit and reporting requirements were enacted.™
B. Developments
Changes in welfare have impacted the child support program in both direct and indirect ways.

While recent HHS data is unavailable, unofficid state data indicate that in some states, program

performance has steadily improved since the enactment of PRWORA, due in large part to increased

automation, expanded paternity procedures, new hire data base matching, and expanded federa tax
offsets. At the same time, wefare changes have had a number of important impacts on the child support
program. To understand potentid reauthorization issues, it isimportant to ook a both the impacts of the

1996 law on families and on the child support system itself.

Under AFDC, it often made little financia difference to afamily whether child support was paid,
because most support paid by fathers was retained by the government to offset the cost of welfare
benefits.” However, declinesin welfare receipt have broadened the need for child support as alonger-
term income supplement for working families. The increasing concentration of familiesin the child support
caseload who have left or never received TANF--as well as the steedlily improving performance of the
child support system itsdlf-- has prompted areexamination of the child support program’s dual and often
conflicting gods of promoting family sdf-sufficiency and of recovering welfare costs. Thereisaso

increesing interest in developing the

child support system as alink to private and public hedth care coverage for children who would
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otherwise be uninsured.

The changes in welfare have helped prompt a new awareness of low-income fatherswith alimited
ability to pay support. This hasled to abroader discusson about how to improve the functioning of the
child support system so that afather’s payment of child support enhances the well-being of his children,
and that the system’ s policies do not impede paternd involvement.”® And, it has prompted more attention
to how federd and state child support policies might affect marriage, cohabitation, and “fragile families.”

The decline in TANF casel oads has resulted in fewer welfare collections and declining government
revenues. Of particular concern, this reduction in state revenues has destabilized funding available for
child support programs that rely on welfare collections to operate their program.”” The funding ingtability
raises concern because of the established link between child support program funding and performance
levels.”® To address shrinking revenues, a number of these states have begun to consider how to
refinance their program. Overall, state program investment has increased markedly since 1994.

In addition, the interaction of the TANF block grant and child support entitlement funding has
prompted federd interest in reviewing the structure and leve of federa funding. Since enactment of the
1996 law, HHS has engaged stakeholdersin anationa consultation process to consider questions about
how welfare collections and program costs should be distributed among families, the federd government,
and the states. Stakeholders have focused mostly on policies related to assgnment and distribution of
welfare collections, but questions aso have been raised about the optima mix between federa incentive
and matching funds. In addition, there has been discussion about whether states should be allowed to use
TANF fundsto help pay for child support-related activities.

There has been greatly increasad attention to issues concerning assgnment and distribution of
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support. The rules, which dlow former TANF families to keep more of the child support owed before
the family went on assistance, are complicated and costly to administer,” and have resulted in delaysin
redirecting support payments to families when they leave welfare. The complexity has been cited by
adminigirators as a contributing cause of computer systems delays, increased staff and training codts,
confusion among parents, and audit problems.

The changes in welfare have affected the intake mechanisms of the child support program, since
fewer families enter the child support program through TANF, but instead enter through a variety of other
“doors,” including Medicaid, Food Stamps, foster care, and self-initiated application. The TANF and
child support interface itself has become more complex, since TANF-funded components are operated
by multiple state and local agencies and private organizations. The increasingly complicated ways families
enter the child support system, and the difficulty in linking non-welfare families to child support services
(eswell as other public supports), are focusing more attention on child support outreach and intake
procedures and interagency coordination.

In addition, new attention is being paid to cooperation, domestic violence, and safety and
confidentiaity policiesin the child support program. Advocates are concerned about the numbers of
TANF families sanctioned for child support non-cooperation in some states,®® while some states are
considering whether to extend child support cooperation requirements to other programs and
benefits. Concerns aso have been raised about whether tightened cooperation requirements,
coupled with more aggressive paternity establishment and enforcement procedures and expanded
data bases, will increase the risk of domestic violence for women in the child support caseload. At

the same time, new research indicates that most domestic violence victims decide to actively pursue
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child support if their safety and confidentiality concerns are met.®

C. Potential reauthorization issues

Policy issuesrelated to the fiscd interaction of the child support and TANF programs are likely to
be apart of the reauthorization discussions. One et of issues involves whether and how to make the shift
from afiscd dructure that supports cost recovery to one that supports family self-sufficiency. A second
st of issues concern whether and how to decouple the existing funding links between the child support
and TANF programs.® Thereisincreasing political support to diminate the TANF assignment
requirement and to distribute dl collected support to families. In addition, there may beinterest in re-
examining the federd funding Structure,

There dso are policy issues centering around the child support program’ s role as part of a broader
working families agenda. There is a set of issues around whether the child support program should
develop asa“hub” program that interacts more closdly with family members, devel ops case management
capacity, and devel ops linkages with other public means-tested and community-based programs, such as
Medicaid, SCHIP, food stamps, employment programs, responsible fatherhood programs, and domestic
violence programs. Theredsoisaset of issues that more specifically relates to low-income fathers and
“fragile families” and whether the child support program should assume an explicit role in supporting

paternd involvement and family formation.

V. CHILD CARE

Before the 1996 welfare law, multiple federd funding streams for child care existed, each with its
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own set of policies and procedures. Three digtinct child care funding streams (known as*1V-A funding”)
were linked to AFDC, with open-ended federa matching funds provided to states for AFDC child care
for familiesin work or gpproved education/training programs, Trangitiona Child Care (TCC) for families
in their first year leaving cash assstance; and At-Risk Child Care for families consdered at-risk of relying
on AFDC without assistance in paying child care costs. States were required to “guarantee” child care
assistlance for AFDC families in gpproved activities and for families qualifying for Trangtiona Child Care.
A separate funding stream, the Child Care and Development Block Grant (CCDBG), provided federa
funds to states without state match requirements for provison of child care for low-income familiesin
work or education/training programs and for expenditures for child care qudity initiatives.

During the 1996 debates, there were two principa motivating factorsin the child care discussons.
Frd, there was a generd interest in reducing the fragmentation and complexity resulting from four
separate funding streams.  Second, there were concerns about the potential impact of TANF work
requirements and expectations on the need for child care and on the child care syslem more generdly.
Would new work or participation requirements for families recalving cash assstance increase the need for
child care assstance? What funding level was necessary to assure access to child care assistance for
those families meeting requirements? As demand for subsdies grew among this population, would limited
resources cause states to choose between quantity of children served and quality of child care assstance?
Would low-income working families that had not received AFDC lose access to child care subsidies?

A. The 1996 L aw

The 1996 law consolidated child care funding streams, increased available funding, increased Sate

flexibility in subsdy design, and iminated guarantees of child care assistance for families recaiving or
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leaving welfare. The key changes included:

C

C

Consolidated funding: Congress repeded the 1V-A child care funding streams and created a
single Child Care and Development Block Grant (also known as the Child Care and Development
Fund, or CCDF), providing basic funding levels available to al states and a capped amount of
additiond matching funds available to sates that maintained their prior State spending levels.
Increased resour ces: Funding levels were set above anticipated spending under prior law, and
have continued to increase. Thelaw aso alowed states to directly spend TANF funds for child
care and to transfer of up to 30% of TANF funds to CCDF.

Repealed guaranteesto child care: States are no longer required (but have the option) to
guarantee child care to cash ass stance recipients who need child care in order to work or enter
educationv/training, or to familiesin ther first year of leaving cash assstance due to employment or
eanings.

Prohibited states from sanctioning single custodial parentswith children under sx when
child carewas unavailable: States are prohibited from reducing or terminating TANF assstance
to single parents with children under age sx if the parent is unable to comply with work
requirements due to lack of necessary child care. This protection provision does not stop the 60-
month federd time limit.

Raised maximum income dligibility levels: Maximum digibility level for CCDF was raised from
75% to 85% of State Median Income (SMI), though states are permitted to set lower state income
digibility levels. States may make age and income exceptions for children in protective services.

Set requirementsfor quality expenditures. States must spend at least 4 percent of their CCDF
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funds on measures to improve child care qudity. Congress dso may earmark certain amounts for

particular purposes each appropriation year. For example, in FY2000 Congress included a $50

million set-aside for the purpose of child care for infants and toddlers.

Federd law provides States with broad discretion to make most key decisions under CCDF-.
States may determine most matters that affect families access to child care subsides, such as how much
to pay child care providers who care for digible children, and how much to ask parentsto pay toward
the cost of child care. States may aso determine the strength of the hedlth and safety standards required
of providers who may care for subsidized children, and how to educate consumers of child care about
finding a provider who meets child and family needs®

B. Developments

Since 1996, there has been a significant increase in use of federa and state funds for child care, but
with large variationsin child care policies among the states on key issues affecting access to child care
assgtance. States have seen steep declines in cash assistance casd oads, growing workforce participation
among poor families, and, in many cases, increased demand for child care assstance. At the sametime,
recent research findings indicate that many familieswho are digible for child care assstance are not

receiving subsidies

Child care spending has grown since 1996. The 1997 totd of federa and state spending under
CCDF was $4.2 hillion, a 35 percent increase over 1996.%* TANF funds have become an increasingly
important source of child care funding. States transferred $652 million of TANF fundsto CCDF in

FY 98 and transferred $2.4 hillion in FY'99. In addition, states reported direct expenditure of $604
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million from TANF fundsin FY99.%

The increased expenditures for child care have resulted in more families and children receiving
subsidy assstance, though many digible families are not receiving assstance. It is estimated that the
numbers of children receiving CCDF subsidies increased from 1 million in 1996 to 1.5 million in 1998.
At the sametime, the federal government estimates that in 1998, only 15 percent of children digible for
child care assstance under state CCDF rules were receiving ass stance, while only 10 percent of children
potentialy digible under the maximum alowable federa income guiddlines were receiving assisance®
And, areview of gate studies found that in most of the sates, less than athird of the families who have
left welfare and were working were receiving child care subsidy assistance®

Without federd entitlements to child care assstance for certain TANF and post-TANF famiilies,
variaion in how states implemented child care for these familiesincreased. According to state CCDF
plansfor 1997-1999, 35 states indicated they guarantee child care to families receiving cash assistance;
31 states continue to operate atrangtiond child care (TCC) program; and 17 more states indicate they
give priority to families leaving TANF due to employment over other low income families® Time limits
on how long TCC is available to families vary from Sate to state. Some states have streamlined their child
care sysems o that al families meeting certain income dligibility sSandards are provided child care, no
matter their TANF status.

Income digibility for child care assstance under CCDF varies among states. Overdl, at least 17
states have raised digibility limits since 19978 According to research by the Children’s Defense Fund,
as of June 1999 six dates had st their initid income digibility limitsfor family of three at 85% of State

Median Income. At the other extreme, twenty-six states set income ligibility between 40 and 59%
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of State Median Income.®

States also vary in their approaches to the diding fee scales used to determine family
copayments. CCDF regulations recommended that state set these scales so that families pay no more
than 10 percent of grossincome for child care. At least 17 states have changed some aspect of the
copayment structure since 1997.%* According to Children’s Defense Fund research on copayments
for families of three earning $13,880, 2 states required no copayment, 31 states required 10 percent
or less, and 9 states required between 11 and 29 percent of income (in the other 9 states, families
earning this level income were not ligible for assistance).*

Reimbursement rates for providers of CCDF-funded child care vary by state and sometimes by
locality. While CCDF regulations required states to conduct an updated market rate survey,
resulting rate structures vary considerably. A Congressional Research Service study found that
provider reimbursement rates for a three-year-old in center-based care full-time ranged from less than
$300 amonth (five states) to more than $600 a month (five states).** A growing number of states
have begun to experiment with differentia reimbursement rates in order to encourage certain types of
providersto participate in the system, e.g. higher rates for nationally accredited programs or programs

that serve children during non-traditiona hours or serve specia needs children.

C. Potential Reauthorization I ssues
Child care policy and funding issues seem likely to be a key aspect of the reauthorization debate,

with focus on the trends in caseload and workforce participation, the influx of dollarsinto child care
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spending, and the debate as to whether enough children are reached by subsidies currently. Whileitis
unlikely that the discussons will focus extengvely on the PRWORA provisons for TANF and post-
TANF families and lack of entitlement to child care assstance, there may be some attention to whether
TANF families are being made aware of the protection againgt sanction when they are unable to obtain
necessary child care, and to theissue of how to assure that families who are working and qudlify for
assgtance are made aware of their digibility, particularly as they trangtion from cash assstance.
However, the main discussons are likdly to revolve around whether CCDF funding levels are adequate,
and whether more targeting of specific populations and purposes are necessary. For example, possible
aress of concern may include the need for states to develop more child care supply for infants and
toddlers, nontraditiona hours, sick and disabled children, and low income aress. Also, discusson may
focus on whether current guidelines on rembursement rates are adequate given the growing inability of
child care providers to hire and retain staff at the compensation rates they are able to pay. Another
aspect of the debate may relate to concerns about school readiness of young children who are
participating in child care funded under the CCDF. Findly, the discusson may include consideration of
how CCDF should relate to other federd, state and locd initiatives, including the 21% Century Learning
Centers funding stream for after-school programs, sate pre-kindergarten programs, and community

planning efforts.

VI. MEDICAID
Medicad isthe principa federd-state program providing hedth care coverage for low income

children and their parents. States are not required to participate in Medicaid, but al states éect to do so.
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The federd government pays half or more of the costs of Medicaid benefits for digible persons. While
most Medicaid expenditures are for elderly and disabled individuals, most Medicad recipients are
children or parents of children.®

During the debates on the 1996 welfare law, Republican leadership initidly proposed that Medicaid
be converted into ablock grant to states. The proposal faced strong opposition and was ultimately
dropped. Asaresult, the principal Medicaid provison in the 1996 law (gpart from restrictions on
Medicaid for immigrants, discussed at ) was the provison intended to address the Medicaid
consequences of the reped of AFDC and enactment of TANF, i.e, the“ddinking” of Medicaid digibility
from receipt of cash assstance. However, the largest Medicaid impact of the 1996 law may have
resulted not from changes in Medicaid law, but rather from the decline in Medicaid participation among
familieswith children as TANF was implemented. There have been partidly offsetting gainsin children's
coverage in connection with Medicaid digibility expansons and with the enactment and implementation of
the State Child Hedlth Insurance Program (SCHIP) in 1997. However, there remain significant issues
and concerns about the implications of TANF casdoad declines for Medicaid coverage, and about
potential public policy responses.

A. The 1996 L aw

Apart from redtricting access to Medicaid for legd immigrants (discussed, infra, a ), the most
significant Medicaid provision of the 1996 law was the “delinking” of Medicaid from cash assistance®
AFDC recipients had been automaticaly digible for Medicaid, and families leaving AFDC dueto
employment could qudify for up to ayear of Trandtiond Medicad Assistance (TMA). It was generdly

recognized that Congress could not Smply require that al TANF recipients be automaticaly digible for
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Medicaid, because it was up to states to determine who would be digible for TANF and for how long, so

tying Medicaid digibility to TANF receipt could result in ingppropriate contractions or unintended

expansons of Medicaid coverage. To resolve the issue, Congress created a new Medicaid igibility

category, known as Section 1931. Key provisons are:

C

Medicaid digibility for family members meeting prior AFDC income and resour ce
requirements. Generdly, Section 1931 provides that afamily member will qudify for Medicad if
he or she meets the income, resource, and family composition rules that gpplied to the state’s
AFDC Program on July 16, 1996, regardless of whether the individua is receiving TANF
assistance.

State Optionsto Modify Requirements. States have limited ability to modify theserules; in
particular, states can make their income and resource digibility rules more liberal and can extend
Section 1931 coverage to low-income two parent families*

Transitional Medicaid Assistance: A family ceasing to be digible for Medicaid under Section
1931 due to employment may qualify for up to ayear of TMA.

B. Developments

Delinking of cash assistance and Medicaid did not reduce the numbers of persons digible for

Medicaid, and the numbers of persons igible under Section 1931 may have even increased in States

electing to use options under Section 1931 to broaden digibility. However, Medicaid enrollment among

nonelderly, nondisabled adults and children declined nationally between 1995 and 1997.%” Enrollment

trends varied substantialy between states,*® but enrollment at the nationd leve fell because increased

enrollment by non-TANF families did not offset the lower numbers of TANF families recaiving
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Medicaid.*® Enrollment declined among both adults and children, but the declines for adults were
considerably greater.1®

Part of the reason for the decline was that there was a significant drop in receipt of Medicaid when
families stopped receiving TANF assistance.’® In light of Section 1931 reguirements, state digibility
expangons and the evidence concerning the earnings levels of leavers, many TANF leavers should have
continued to be digible for Medicaid.’® Under the law, when afamily ceasesto receive TANF, the state
is required to determine whether family members are il digible for Medicaid under Section 1931 or
other categories before terminating Medicaid assistance. Many children would continue to qualify under
Section 1931 or on other bases. Adults would be less likely to continue to quaify unlessthey have very
low income, the state has implemented an expansion of coverage for adults, or they qudify based on
TMA criteria

A number of factors have been identified as contributing to the drop in Medicaid receipt after
familiesleave TANF. Onefactor has been sate adminidrative errors, including state failure to determine
whether families are dill digible for Medicaid after TANF termination and failure to make accurate
determinations of whether families are working when TANF is terminated.'® In April 2000, based on
evidence that anumber of states had failed to correctly determine continued Medicaid digibility for
familiesleaving TANF, the Hedth Care Financing Administration directed dl states to review their case
closures and provide reinstatements of those families whose Medicaid assstance had been erroneoudy
terminated.’® Another factor is probably the complexity and restrictiveness of transitiona Medicaid
rules®

State sanction policies under TANF may aso be contributing to the decline. Under the 1996 law,
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a date may terminate Medicaid for a non-pregnant parent, but not for children, if the parent receives a
TANF sanction for failure to comply with TANF work requirements; thirteen states have elected to do
s0.1% Even when there is no Medicaid sanction, there are indications of dropsin Medicaid participation
after families receive TANF sanctions'”’

Another source of the decline appears to be state and local practices concerning applicants for
assstance at TANF offices. The extengve use of diversion efforts and up-front job search requirements
in some states has reduced the number of families who complete the TANF gpplication process. Asa
result, some families attempting to enter the system fail to complete the Medicaid gpplication process,
have Medicaid gpplications erroneoudy denied, obtain employment at earnings levels a which they are
not Medicaid-dligible, or erroneoudly conclude that they are indigible for Medicaid.®

Concerns have aso been raised that the overdl public emphasis on discouraging welfare receipt
hed a spill-over effect impacting Medicaid participation. Families asked why they are not participating in
Medicad identify the complexity and hasde of the digibility process'® and stigma''°. It isaso clear that
misunderstandings about Medicaid digibility rules play arole, both among families''! and welfare
workers.*2

C. Potential Reauthorization I ssues

It isnot yet clear whether the scope of the Medicaid discussions in 2002 will be broad or limited.
There are asat of issues very likely to arise in connection with TANF reauthorization, though the
Adminigration or Congress could also propose much broader changes. At minimum, though, one can
anticipate that the 2002 discussions will involve at least three types of issues.

Firgt, there will be attention to the interaction between TANF and Medicaid. Therewill likely bea
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st of proposals intended to ensure that families seeking TANF assstance are made aware of and are
able to pursue Medicaid applications regardless of the disposition of their request for TANF assistance.
There will likely be additiond attention to continuation of Medicaid coverage for families at the point of
TANF termination, and further examination of the effects of TANF sanctions on Medicaid status.

Second, Trangtional Medicaid is scheduled for reauthorization in 2001, so if Congress has not
aready acted, there will need to be decisons made about the future of Trangtiond Medicaid.
Discussons are likdly to focus on addressing its complexity, the reporting requirements for participating
families, and the redtrictiveness of digibility conditions.

Third, there may be a broader discussion of efforts to provide family coveragein Medicaid. Recent
expansons have often meant that children in afamily will qudify for Medicaid while their parent does not.
States currently have options to expand parental coverage through Section 1931 expansions, but there
will likely be discussons of whether there should be additiona federd options, incentives, or mandates to
promote expanded family coverage.

VII. THE FOOD STAMP PROGRAM

The Food Stamp Program is the principal federa food ass stance program for low income
individuds*® The federa government pays the full cost of food stamp benefits, while the federd and
dtate governments share program administrative costs. Most Food Stamp recipients are children, and the
magjority of Food Stamp benefits are provided to households with children.*** Food Stamps provide a

critical supplement to family income for low income households. 1n 1998,

the average household with children recelving Food Stamps had gross monthly income averaging $672,
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and received amonthly Food Stamp benefit averaging $232.1%°
During the debates on the 1996 welfare law, Republican leadership initidly proposed that the Food
Stamp Program and a set of other federd nutrition programs be repedled and that their funding be
consolidated into food ass stance block grants to states. The proposa faced strong opposition, and was
ultimately dropped, as was a subsequent proposal for a state-option Food Stamp program block grant.
Instead, curtailments in Food Stamp Program digibility and benefits became one of the principa means
for reducing projected federd spending in the 1996 law. The origina Congressiond Budget Office
projections estimated that $27.7 billion, about hdf of the origind projected spending reductions from the
1996 law would be atributable to reductions in Food Stamp Program dligibility and benefits (including
restrictions on immigrant digibility for Food Samps®
A. The 1996 Law
Key changes in the Food Stamp Program under the 1996 law included:
C Redtricted digibility for able-bodied adults without children: Subject to limited exceptions,
able-bodied adults age 18-50 without dependents are only dligible for Food Stamps for 3 monthsin
a 36 month period unless working or in awork activity for at least 20 hours aweek.
C Restricted digibility for legal immigrants: The 1996 lawv made mogt legd immigrantsindigible
for Food Stamps. Congressiona action in 1998 reingtated digibility for certain elderly and disabled

immigrants and children who had been in the United States prior to

enactment of the 1996 law and for certain other categories, but most legal immigrants remain indigible for

assistance.*’
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C Enacted other reductions affecting eligibility or benefits: A number of other spending
reductions were generated by changing rules relating to household deductions, income-counting
rules and benefit levels, and removing a number of provisions that had adjusted food stamp benefits
to reflect inflation.

C  Addressed interactionswith TANF: The 1996 law provided that a household's Food Stamp
benefits could not increase if afamily’s TANF assistance was reduced due to a sanction, and so
alowed states to impose Food Stamp sanctions againgt individuas who violated TANF rules. The
law aso gave states an option to operate a“ Simplified Food Stamp Program” for householdsin
which al members also received TANF assigtance.™'®
B. Developments
Since enactment of the 1996 law, participation in the Food Stamp Program has declined more than

would have been anticipated based on the changes in the federd law and the strong national economy.

Aswith cash assistance, the decline in Food Stamp Program participation began in 1994 but accelerated

after enactment of the 1996 law. At its pesk in March 1994, there were 28 million persons receiving

Food Stamps. Six yearslater, in March 2000, totd participation was 17.3 million persons, a decline of

38%.

Asthe 1996 law was implemented, there were sharp reductions in the numbers of immigrants and
unemployed non-disabled adults without dependents recelving Food Stamps. However, this was not the
principa factor in the cassdload decline. A Department of Agriculture analysis of caseload declines
between 1994 and 1998 found that the number of households receiving Food Stamp assistance fell by

29% over thisperiod. The number of legd immigrants fell by 72% and the number of childless
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unemployed adults fell by 59%. However, both groups had origindly reflected relatively smdl shares of
the Food Stamp casdload. As areault, the study concluded that about 13% of the tota decline over the
period was attributable to legal immigrants and another 10% was attributable to unemployed adults
without dependents. Rather, most of the caseload decline (67%) was attributable to a 39% drop in the
number of food stamp households receiving TANF assistance, most of which has not been offset by a
corresponding increase in participation by non-TANF working families'®

Food stamp participation by children declined more rapidly than child poverty hasfdlen over this
period. A Generd Accounting Office andysis concluded that the share of poor children receiving Food
Stampsfdl from 94% in 1994 to 84% in 1997. The GAO observed that "there is agrowing gap
between the number of children living in poverty--an important indicator of children's need for food
assistance--and the number of children receiving food stamp assistance.”**

Apart from the srong economy and dligibility changes affecting immigrants, what accounts for the
decline in Food Stamp participation among families over this period? One important aspect relates to the
TANF casdoad decline. Studies of families leaving TANF have congstently found significant declinesin
the likelihood of afamily continuing to receive food stamps after leaving TANF.*** Some of these families
would have lost Food Stamp dligibility dueto their earnings, but it has been estimated that most (65% )
former welfare families who left the Food Stamp Program till hed incomes below Food Stamp dligibility
standards.*?> When asked why they were not receiving Food Stamps, the most common reason among
income-eligible TANF leavers was that the family had gotten ajob or increased earnings, but it remains
unclear whether their non-participation was due to believing they were indigible, adminigtrative

complexity, stigma, choice, or other reasons. At the same time, Food Stamp participation rates among
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low-earning working households have historically been low, and the efforts to understand low
participation by TANF leavers may be prompting a broader discussion of barriers to participation by
low-income working families

Part of the decline in participation among families may relae to state adminigtrative practices. The
GAO'sanalysis of declining participation described a set of practices by some state and local
governments that restricted access to benefits for digible families with children, some of which werein
violation of current federd law.'?® In early 1999, the Department of Agriculture wrote to al states urging
attention to the importance of complying with Food Stamp protectionsin determining Food Stamp
digibility and benefits when acting on TANF applications and when dlosing TANF cases'#

C. Potential Reauthorization I ssues

The Food Stamp Program is scheduled for reauthorization in 2002, and it is anticipated that the
discussonsthat year will involve a broad review of the performance, effectiveness, structure, and cost of
the program. Part of the discussion will likely concern the groups that logt digibility in 1996, and
particularly, theimpacts of the continued regtrictions on Food Stamp assistance for legd immigrants. In
addition, the evidence of loss of Food Stamps by familiesleaving TANF will likely lead to amore
extended examination of what can be done to foster food stamp participation by families applying for and
leaving TANF assstance.

More broadly, there has been increasing discussion about the importance of Food Stamps asa
work support for low-earning families. The Clinton Administration has proposed that one measure of
high performance for state TANF agencies should be based on increasing participation in the Food

Stamp Program by digible working families, and the Adminigration initiated a set of initiativesin 1999
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which were intended to improve access for working families® States and others have suggested that
existing Food Stamp rules may create unintended disincentives againgt serving working families, because
families with more frequent changes in circumstances are more likely to result in “errors’ in the Food
Stamp digibility and benefit calculation process. Thefiscd penatiesimposed on states whose error rates
exceed the national average give states a strong incentive to avoid error-prone cases.

While there were significant discussions about block granting the Food Stamp program in 1996, it
is unclear whether those discussionswill resumein 2002. There remains substantia opposition to any
such proposa, and the magnitude of the casaload decline probably means that a block grant based on
current spending levelswill be far less atiractive to Sates, Snce the program’s participation has hitoricaly
been very sengtive to changes in economic conditions. At the same time, states continue to express
concerns about program complexity, and the need for smplification is likely to be a mgor theme, whether
or not accompanied with discussions of further devolution.

VIIT.IMMIGRANTS

The 1996 wdfare law sgnificantly reduced the availability of public benefits for legal immigrantsin
the United States. Before enactment of the 1996 law, most legal immigrants and their children were
generdly digiblefor public benefits under the same terms as citizens; states did not have discretion to
develop their own rules for determining immigrants digibility for public assstance. The 1996 law
changed both aspects, rendering many immigrantsingligible for receipt of public benefits and granting
dates Sgnificant leaway in determining immigrants digibility. The law has had Sgnificant impact on
digibility for and receipt of public benefits by children.

During the 1996 debates, the discussions of immigrant provisions were partly driven by policy
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disputes and partly driven by the Congressiond interest in generating reductions in projected federa

spending. The policy dispute principaly centered on the questions of whether

individuals were immigrating to the United States in order to receive public benefits or whether there was

aneed to curtall access to public benefitsin order to discourage immigrants from relying on such

assstance.’® Thefiscd issue waslargdly driven by the Congressiond interest in generating spending
reductions through the welfare law while freezing cash ass stance spending and increasing child care
spending. Asaresult, there was a need to look to other sources for potential spending reductions, and
one of the principa aress identified was the reduction in immigrant digibility for public bendfits

A. The 1996 L aw

Nearly haf of the projected savings under the 1996 welfare law came from reductions in public
benefits digibility for immigrants*” The 1996 lawv made most legd immigrantsineligible for most federd
public benefits programs and authorized states to deny state-funded benefitsto legd immigrants. Inits

eigibility provisons, the law drew didtinctions between qudified and “not qudified” (though often, ill

legdl) immigrants*?® and between persons who entered the United States before and after enactment of

the 1996 law. Key provisons of the law:

C Made most legal immigrantsineligible for Food Stamps and SSI: As enacted, the 1996 law
made most lega immigrants -- both quaified and not qudified -- indigible for Food Stamps and
Supplementa Security Income (the program of cash assistance for needy ederly, blind, or disabled
individuas) until they attained citizenship. Exceptions were made only for refugees, asylees, and
persons granted withholding of remova (deportation) during their firgt five years in the United

States; lawful permanent residents who can be credited with 40 quarters of work, ether through
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their own labor or that of their spouses or parents; and honorably discharged veterans and

individuas on active duty in the U.S. Armed Forces and their spouses and unmarried dependent

children.

Restricted immigrant eligibility for TANF and M edicaid, allowing some state options and

exceptions. The law banned not qualified immigrants from these programs, except for emergency

Medicaid services. States were given the option to continue to provide TANF and Medicaid to

qudified immigrants resding in the United States & the time of enactment. Qudified immigrants

entering the U.S. after enactment of the law were made indigible for federdly-funded TANF and

Medicaid (other than emergency Medicaid services) during the first five years of resdence in the

United States, after which digibility is a state option, subject to requirements to “deem” the income

of sponsors.'®  Exceptions were made only for refugees, asylees, and persons granted

withholding of remova during therr firgt five yearsin the United States; immigrants who mest the
40-quarter work history test; and current and former military personnel and their spouses and
dependents.

C Restricted accessto other federal public benefits: Not quaified immigrants were made
indligible for many federa public benefits subject to limited exceptions®*° In addition to the
redrictions on Food Stamp and SSl digihility, qudified immigrants who entered the country after
enactment of the 1996 law were made indligible for certain federd means-tested benefits for five
years, subject to limited exceptions.™®!  One key exception was provided for emergency Medicaid

sarvices, including labor and ddlivery.
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C Gave states broad discretion to restrict immigrant digibility for public benefits. The 1996
act made undocumented immigrants and other not quaified immigrants indigible for most State and
loca public benefits and dlowed states to develop their own policies concerning the digibility of
quaified immigrants. Exceptions were made for refugees, asylees, and persons granted withholding
of remova during their fird five years in the United States; immigrants who meet the 40-quarter
work history test; and current and former military personne and their spouses and dependents.

B. Developments

Aslad out in the 1996 law, immigrant digibility for public assstance programs is a complicated
patchwork of federd digibility rules, state discretionary choices, and statutory exceptions®*?  Since
1996, Congress has restored digibility for limited categories of immigrants. Because there are different
rulesfor different programs, adiscusson of the effects of law must begin by consdering developments
on a program-by-program basis.**

Of 1.4 million legd immigrants receiving Food Stamps, an estimated 940,000 recipients lost
igibility when the law was implemented. In 1998, Congress enacted a limited restoration primarily
affecting individuals who had been children or elderly & the time the 1996 |aw was enacted or who were
legdly in the United States at the time of enactment and who were or subsequently became disabled; the
1998 modifications aso extended the eigibility period of refugees, asylees and individuas granted
withholding of remova from fiveto seven years**  This restoration affected about 250,000
recipients,* but it is estimated that more than two-thirds of those who lost digibility under the 1996 law
remain indligible even with the restoration. With limited exceptions, immigrants who entered the U.S.

after enactment of the 1996 law are indligible for Food Stamps until they attain citizenship.**
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With limited exceptions, immigrants who entered the United States after enactment of the 1996 law
areingigiblefor SSI. For pre-enactment immigrants, the story is more complex. Had the law been
implemented as enacted, an estimated 580,000 elderly and disabled immigrants would have logt digibility
for SSI in 1997. However, before the terminations were due to take effect, Congress acted to retain
benefits for quaified immigrants who were receiving SSl at the time the law was enacted and to alow
benefits for new gpplicants who were residing in the United States when the law was enacted and who
were or subsequently become disabled. In addition, the digibility period for refugees, asylees and
individuas granted withholding of remova was extended from five to seven years. A further modification
continued SSI for “not quaified” immigrants who were residing in the United States and recelving SSl at
the time of enactment. However, not qualified immigrants who subsequently became ederly or disabled
will not qualify for S3I, even if they were residing in the U.S. when the law was enacted.**’

States are required to continue to provide Medicaid benefits to those receiving SSl at the time of
the law’ s enactment. In addition, nearly every state has opted to provide both Medicaid and TANF
assganceto dl pre-enactment qudified legd immigrants'*® However, with limited exceptions, legd
immigrants entering the United States on or after the date the law took effect are indigible for Medicad
and federdly-funded TANF assistance for a period of five years. States can choose to make these newly
entering immigrants indigible for Medicaid and TANF beyond the firgt five years, though mogt Sates have

not eected to do so.**°

Some dtates have responded to the new redtrictions on federal assstance by establishing avariety

of state-funded programs, including state-level substitutes for food stamps, SSI, TANF, and Medicaid.
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However, the state responses have not been sufficient to compensate for lost federal assstance. An
Urban Indtitute study found that as of May 1999, over haf (28) of al states had created at |east one of
the four subgtitute programs for immigrants who logt their federd digibility for public assstance. Fifteen
states had crested at least two such programs, ten states at least three; and two states-Californiaand
Maine-had created dl four.2* Many states with substitute programs, however, did not extend benefits to
al legd immigrants who lost federd digibility, or to post-enactment immigrants during their 5-year federd
indligibility period}*! Participaion rates in sate subgtitute programs among those immigrants who lost
federd digibility islow. Due to the combination of restricted digibility rules and low participation rates,
the GAO found that only one-quarter of immigrants who no longer qudify for federal food stamps
paticipate in state-funded food assistance programs.*#?

There are indications that participation among immigrant digiblesin al public benefit programs fell
after enactment of the law. Using the Census Bureau’ s Current Population Survey (CPS), the Urban
Ingtitute found that between 1994 and 1997, use of public benefits anong noncitizen households
declined by 35 percent, compared to a 14 percent drop among citizen households.**® These patterns
held for TANF, SS, food stamps, Medicaid, and state Generd Assstance. The numbers suggest that
noncitizens accounted for a disproportionate share of welfare caseload declines over the period 1994 to
1997.14

Why the relatively lower enrollment among noncitizen households? Evidence suggests that the
differentia declines among citizen and noncitizen recipients are attributable in part to changed
eigibility criteria, but aso to avariety of fears among immigrants. fear that receiving benefits will

adversdly affect thelr status because it will increase the likelihood that they will be consdered a*“public
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charge,” fear of being reported to the INS, fear that they will be disqudified from sponsoring the
admission of relaivesif they take benefits, and fear that receipt of benefits and the reporting of persona
information will dlow the INSto investigate other family members or a sponsor. An Urban Ingtitute study
of Los Angeles County found thet, even though digibility was no different for citizens and legd immigrants
under gtate law, monthly gpprovals of gpplications by legd noncitizen familiesfor Medi-Cd (i.e,
Medicaid in Cdifornia) and TANF fdll 52 percent between January 1996 and January 1998, with no
decline among citizens* Similarly, the number of citizen children of noncitizen parents newly approved
for AFDC/TANF and Medi-Ca dropped by 48 percent between January 1996 and January 1998,
compared to asmal increase among citizen children of citizen parents!*® Findlly, the drop in approved
gpplications was greater for cases headed by alegd immigrant than for cases headed by an
undocumented immigrant (i.e., a 71% decline versus a 34% decline), even where an indigible
undocumented parent was digible to apply only for her citizen child.**" In mid-1999, the Immigration and
Naturdization Service darified that getting Medicaid (other than long-term care services) would not affect
public charge status, but it is not yet clear whether this clarification will affect program participation.

The research literature also suggests that the immigrant provisions of the 1996 law have impacted
immigrant children. Utilization of public assstance programs among digible immigrant children was low
prior to welfare reform and remains a substantial problem. A 1998 GAO report found that 73 percent of
uninsured Medicaid-dligible children in Cdiforniawere ether foreign-born or had aforeign-born
parent.®® A study of Dade County, Florida, reveded that 85 of 87 immigrant households surveyed
contained a child digible for Medicaid but not participating.*® In trying to understand the impact of the

1996 law on immigrant children, it is dso important to note thet the immigrant provisons can have multi-
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generationd impacts within households. In generd, three-quarters of al children in familieswith at least
one noncitizen parent are citizens, and more immigrant families have a citizen child (82%) than have a
noncitizen child (2990).*° The result isthat there exist a substantid number of families with citizen
children who are fully eigible for federal and state-level public assistance, but that get less overall benefits
because one or both parents or grandparents is a noncitizen and thus ineligible for various assstance
programs under the terms of the 1996 law.

C. Potential Reauthorization I ssues

Efforts to restore immigrant digibility for public benefits have continued in each Congress snce
enactment of the 1996 law. One can anticipate that in 2002, there will be an overal examination of the
current State of policy, and further efforts will be made to restore legal immigrants to the same status as
citizensfor purposes of public benefits digibility. In addition, there may be grester attention to issues
concerning eligibility and benefits for citizen children in mixed-status households, and increased atention
to those areas of federd policy where ambiguity may be having unintended chilling effectsin discouraging
receipt of public benefits by digible individuas.

The 2002 discussions are d <o likely to include a specific focus on the impact of a number of TANF
provisons on immigrant families. Advocates have raised concerns about state resirictions on participation

in English as a Second Language programs and about the need for

greater efforts to provide initia assessments to identify English literacy needs. Concerns have aso been
raised about the adequacy of bilingual program and service workers.

IX. CHILD WELFARE
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The nation’s child welfare system seeks to protect children by: preventing abuse and neglect;
investigating reports of such matreatment*>* and removing children from abusive or neglectful homes
when necessary; providing supports to families so that children may remain in or return to their homes
safdy; and providing adternative homes to children who cannot safdy return to their families. Two key
federa programs, the Child Welfare Services Program and the Safe and Stable Families Program,
provide prevention, reunification and adoption support services. These programs are generaly know as
the IV-B programs. In addition, three federd programs focus on children in out-of-home care. The
Foster Care Maintenance Program reimburses states for a portion of the foster care costs of certain
children,*>? while the Adoption Assistance Program provides financid assistance to the adoptive parents
of certain children with specid needs>® The Independent Living Program provides servicesto help
adolescents trangtion from foster care to living on their own. These programs are referred to asthe IV-E
programs.>*

A. The1996 Law

The debate about “ending welfare as we know it” included a proposd to restructure the child
welfare system into ablock grant. Many in the child welfare field were (and till are) concerned thet the
existing fisca structure for child welfare services encouraged states to place children in foster care rather
than provide in-home services and supports, because federd funding for foster care cogts of digible
children is open-ended, but federa funding for prevention and reunification servicesis limited ™
Proponents of the block grant argued that it would enhance state flexibility and discourage unnecessary
out-of-home placements. Opponents contended that the block grant structure would remove essential

protections for children and jeopardize their safety. In the end, the 1996 law did not include a child
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welfare block grant. Indeed, the legidation made few direct changesto child wefare programs.

Specificaly, the 1996 law included provisions®™® that:

. Required continuation of state foster care maintenance and adoption assistance programs:
To be digible to receive any TANF funds, a state must certify inits TANF plan that it will maintain
its IV-E foster care maintenance and adoption assstance programs.

. Tied digibility criteriato AFDC standards. To be potentidly digible for 1V-E, a child must be
one who would have received or been digible for aid under the state’'s AFDC plan in effect on July
16, 1996.%>" The child must meet the dependency and deprivation provisions of the AFDC law in
effect at that time, as wdll asthe state income criteria st forth in itsplan. A child may aso be
eligible for adoption assstance paymentsif he or sheisdigible for SS, the criteriafor which were
restricted by the 1996 law.

. Required consideration of kinship care: The 1996 law requires states to consider giving
preference to kin when placing a child outsde the home, provided the relative meets dl the state
child protection standards.

. Permitted TANF spending on an array of child welfare services: The TANF purposes
(particularly the first purpose, which permits states to “ provide ass stance to needy families o that
children may be cared for in their own homes or the homes of relatives’) are broad enough to alow
dates to spend TANF funds for arange of child welfare services.

In addition to these specific provisons, the implementation of particular TANF requirements may

subgtantialy impact children and the child welfare system’ s ahility to serve them. TANF has the potentia

to impact the child welfare system in two broad ways, by increasing or decreasing the demand for child
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welfare services and by atering available funding sources.

B. Developments

Research indicates that child matreatment is highly correlated with poverty. Therisk of abuse or
neglect is 22 times grester for children living in families with annua incomes below $15,000 than for
children living in families with incomes grester than $30,000.® Since TANF reguirements are likely to
impact family income and materia resources, it ssemslogica to anticipate an impact, either postive or
negative, on the incidence of maltrestment.

On the one hand, afamily whose TANF case is closed due to a sanction or time limit may face
increased materia hardship. Since the law was enacted, the poorest Sngle-mother families have
experienced a decrease in disposable income.™® As these families struggle to make ends mest, children
may be confronted with abuse or neglect. By the same token, parents who cannot find adequate child
care but who are working might leave their children home done.!® Thislack of supervison could
endanger children and lead to the involvement of child protective services. Alternatively, the TANF
requirements and services may move afamily into awork Stuation that increases family income and
resources and decreases the risk of maltrestment. If this happens, the well-being of children and families
might improve.

At this point, it isimpossible to quantify the impact of the TANF provisions on the need for child
welfare services. On the one hand, there are anecdota reports of children entering foster care when their
families lose TANF assistance!®! and the number of children in foster care continuesto grow. In 1995,
483,000 children were esimated to bein foster care.’®? By 1999, the estimate had climbed to 547,00.1¢3

On the other hand, in 1998, the total number of substantiated cases of abuse and neglect, aswdl asthe
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incidence rates of such matreatment, decreased for the fifth year in arow.*®* To date, no andysis has
attempted to disentangle the various contributions to the declining number of substantiated reports of
maltrestment or to the increasing number of children in foster care. So, it isimpossible to say with any
certainty whether the 1996 law has had any impact (pogitive or negetive) on the incidence of child abuse
and neglect.1®®

TANF may aso impact children by increasing or decreasing the funding available for child wefare
sarvices. The 1996 law repeded the Emergency Assstance (EA) program (consolidating it into the
TANF block grant) and reduced the funding authorization for Title XX.%  1n 1996, funds from these
two programs constituted 13% and 16%,'®” respectively, of the federa dollars spent on child welfare.
However, states may transfer part of their TANF funds to Title X X% and, under a grandfather clause,
many states may continue to use their TANF funds for child welfare services®® In addition, the purposes
of TANF give states the flexibility to support arange of child welfare services with both TANF and MOE
monies.!”®

Oneillugtration of a potentialy sgnificant restructuring of funding and services can be found in El
Paso County, Colorado. El Paso decided to uniteits TANF and child welfare programs, tresting TANF
as the primary prevention program for child welfare and treeting child welfare as an anti-poverty program.
TANF funds are used to provide preventive and rehabilitative services (including substance abuse
treatment, domestic violence services and other wraparound services) to families within and outside the

child welfare system.*™ TANF funds are also used to
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provide kinship services (financid and other supports to families caring for their relative's children)."?

It isnot clear how many states and counties are usng TANF or MOE funds in these ways because
dtate-reported financial data concerning TANF and MOE spending only indicates broad categories of
spending.'”® Some states may be spending significant amounts of TANF on child welfare sarvices. For
example, a least one State appears to be on a course to spend nearly half of its TANF block grant on
child wefarein FY 2000. Some advocates are concerned that thislevel of spending raises questions
about whether other supports for low-income families (e.g. job training and child care) are sufficiently
avalable.

Advocates are dso concerned that TANF child welfare spending may sometimes merely reflect a
replacement of state funds with federd funds. It isimpossible to tdl from TANF financia data to what
extent supplantation is occurring and whether overal spending for child welfare isincreasing or decreasing
asaresult of TANF. However, a1999 study of four states (Cdifornia, Georgia, Missouri and
Wisconsin) concludes that between 1995 and 1999, tota spending (sate and federa) for child welfare
sarvicesincreased in each of these states™

Ancther key question is whether states are using TANF and MOE funds consstently with the
procedura safeguards of 1V-B and IV-E. In El Paso County, Colorado, the agency sought to maintain
protections.}”™ However, states could decide to tap TANF funds for expenditures not permitted in the
IV-B or IV-E programs (e.g. making maintenance payments on behaf of children who are indigible for
IV-E payments because their caregivers do not meet the licensing standards or because the state did not
comply with federally required time frames). This presents the possibility that states could use TANF or

MOE funds to avoid the protections Congress mandated.
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C. Potential Reauthorization I ssues

There are severa reasons why child welfare discussons are likely to be part of the reauthorization
debate. Firdt, answersto questions about whether and how TANF has affected the incidence of child
abuse and neglect are likely to remain inconclusive, at least for the foreseegble future. Without definitive
evidence on this point, supporters and opponents of the program are likely to continue their arguments
about how TANF implementation is affecting child wel-being.

Second, the debate about how to finance the child welfare syslem remains unresolved. Some
commentators continue to advocate the crestion of a child welfare block grant. Other proposals would
sever thelink to AFDC digibility criteriaso thet al foster children are digible for 1V-E payments or to
give dtates the authority to transfer funds between IV-B and IV-E. Child welfare financing discussons
are not likely to curtail as states continue to use TANF and MOE to fund child welfare services. In
addition, authorization for the Safe and Stable Families program expiresin 2001, so the debate about
child wdfare financing will probably be underway as TANF reauthorization discussons heat up.

Unless the child wdfare financing structure is redesigned before 2002, questions about the best way
to finance the child welfare system are likely to arise. Should TANF or 1V-E (or some combination)
support children living with kin? Should it maiter whether the children are part of the child welfare
system? Which funding source is most gppropriate for preventive services? Family preservation or
reunification services? What incentives should the financing structure creete and how should it creste
them? If TANF and MOE funds are used, should Congress require states to follow the protections set

forthin 1V-B and IV-E? The overlap between the child welfare
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and the TANF systems, both in terms of families served and funding streams, suggests thet these
questions will be addressed as Congress debates the reauthorization of TANF.
X. SUPPLEMENTAL SECURITY INCOME FOR CHILDREN

Supplemental Security Income (SS) provides income ass stance to low-income people who are

elderly, blind or disabled.*”® Following the 1990 Supreme Court decision in Sullivan v. Zebley, holding

that the Socid Security Adminigiration (SSA) had been unlawfully restricting the test for determining
whether children were “disabled,” the number of SSI recipients under age 18 grew dramaticaly. In

1989, approximately 300,000 children received benefits and by 1996, about 1,000,000 children received
benefits!”’

In 1994, the program came under attack in a series of press articles and televison stories which
aleged that children were being “ coached” to misbehave in order to get “crazy checks” Although
subsequent investigations revealed no evidence that such abuse was widespread,'"® the attention led
Congress to ddiberate about the criteriafor determining children’ s digibility for SS. The wdfare reform
debates included disagreements about what “disabled” means and how impaired children ought to be
before the federd government will provide financia assistance.

A. The 1996 L aw

The 1996 law made a number of changesto SSl and its gpplication to children.’”® Key changes
included provisons that:
»  Narrowed the definition of childhood disability: Under the new definition of childhood
disability, children are digible for SS only if they have an impairment that results in “marked and

severe functiond limitations’ and the impairment is expected to last at lesst
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oneyear or to result in death.*® The 1996 law required SSA to redetermine digibility using the
new definition for children aready receiving bendfits.

. Eliminated the “ medical improvement” test for 18 year-olds: SSA must now review the
cases of adolescents turning 18 under the adult digibility criteria.’®* Generdly, once a person has
been found digible for SSI, the government cannot terminate benefits unless it demondtrates that the
person’s condition has medically improved to the extent that he or sheisno longer disabled.*® In
18 year-old reviews, however, the inquiry is not whether the teen’s condition has improved
aufficiently to alow him or her to work, but instead the teen must demondtrate disability anew, using
the adult criteria!®
B. Developments

SSA interpreted the new definition of childhood disability to mean that children are digible for SSI
only if they have one of the conditions on the agency’s “Ligt of Imparrments’ or if their condition medicaly
or functiondly equals a condition on the list.’®* Many contend that this definition of “marked and severe
functiond limitations’ istoo redrictive. Indeed, when SSA came out with the regulatory definition,

severd Senators who were instrumental in the SSI provisions of the 1996 law sent aletter to the

Adminigtration contending that the regulaions were inconsistent with their intent.’®> Thus far, SSA has

not atered its interpretation and the redetermination process has resulted in gpproximately 100,000

children losing their digibility for S3.2%¢
Advocates contend that the new review requirements for 18 year-olds create a difficult burden

because the adult criteria are based largely on work histories, which teen SS recipients, by definition, do
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not have. They aso argue that without the benefit of the “medical improvement” test, adolescents who
should continue to receive benefits are losng them. The new reviews have resulted in nearly 50,000
teens (dightly more than haf of the SSI recipients who went through the 18 year-old reviews) losing their
benefits.'®’

C. Potential Reauthorization I ssues

Although the 1996 law amended the SSI program, it is not clear that SSI will be part of the
discussons around TANF reauthorization. Some advocates fear that SSI children are “ off the radar
screen.”  Others believe children will be better served if revisonsto the SS program are considered
independently from TANF reauthorization. Nonetheless, there are a couple of issues that TANF
reauthorization legidation might address.

One concern focuses on SSA' s interpretation of the statutory definition of childhood disability. If
SSA has not amended this interpretation in the regulations and no changes gppear to be forthcoming, %
the 2002 discussion could include a reexamination of the disability definition.*®

Another concern focuses on the imination of the medical improvement test for 18 year-olds.
Advocates contend that treating 18 year-olds reviews like new applications does not alow for a period
of trangtion. They daim such an approach isincons stent with the trestment of children receiving specia
education services through the Individuals with Disabilities Act (IDEA), where adolescents are permitted
to receive services until age 22, and with Congress' recent efforts to help children in foster care trangition
to independent living, rather than smply cutting them off a age 18 If the 2002 debatesinclude
discussions about how to help people with various challenges move toward grester independence, the

treatment of 18 year-old SS recipients could well be a part of those ddliberations.
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Xl. CONCLUSION

The 2002 debates are likely to be an extraordinarily important time for discussions of nationa
poverty policy and family policy. In each specific program, there will be discussons of codt, performance,
effectiveness, and incentives for governments and individuas. And, it seems clear thet therewill dso bea
Set of issues cutting across programs, focusing on concerns such as how government can better assist
working poor families; how to address barriers to participation in those programs where participation is
seen as desirable; what should be next steps in the nationa didog about marriage, out of wedlock birth,
fathers, and family formation; and how and where to srike the baance between state discretion and
federd respongbility. The context could till change in significant ways before 2002, but the context has

aready changed in important ways since 1996.
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ENDNOTES

1. The programs that were repealed and whose funding was folded into the TANF block grant were the AFDC
Program, the JOBS Program (which provided employment and training services for AFDC families), and the
Emergency Assistance Program. Generally, the funding formulareflects federal expenditures under these programs
in (at state option) 1994, 1995, or the 1992-94 average. State TANF grant amountsfor FY 98 are located at
http://www.acf.dhhs.gov/news/welfare/stall oc/sfag-amt.htm. A minority of states qualify for annual 2.5% adjustors
through 2001, because they were determined to be states with historically low historic federal welfare spending or
above-average population growth. Otherwise, state grants stay constant through FY 2002 unless a state qualifies for
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2. For an overview of allowable spending under TANF, see U.S. Department of Health and Human Services, Helping
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Program (1999), http://www.acf.dhhs.gov/programs/ofa/funds2.htm.
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of TANF funds may be transferred to Title XX. Fundstransferred to another block grant become subject to the rules
of that other block grant rather than to TANF rules.

4. Unless otherwise prohibited, the state may spend its block grant fundsin any way previously authorized under a
set of programs (AFDC, JOBS, Emergency Assistance, AFDC Child Care, Transitional Child Care, At-Risk Child
Care) on September 30, 1995, or at state option, August 21, 1996.

5. MOE levels can be found at http://www.acf.dhhs.gov/news/welfare/stall oc/moetable.htm. For amore detailed
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http://www.clasp.org/pubs/ TANF/markK ELL OGG.htm.
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cruelty. 42 U.S.C. 8608(8)(7); 45 C.F.R. §264.1.

8. Detailed information about state policy choices can be found at the website of the State Policy Documentation
Project, ajoint project of the Center for Law and Social Policy and Center on Budget and Policy Priorities, at
http://www.spdp.org. Information about state policy choices may also be found in U.S. Department of Health and
Human Services, Temporary Assistance for Needy Families (TANF) Program, Second Annual Report to Congress,
August 1999, http://www.acf.dhhs.gov/programs/opre/tanifreports/tan19995.pdf.

9. Caseload datais posted at http://www.acf.dhhs.gov/news/tabl es.htm.

10. U.S. Department of Health and Human Services, Indicators of Welfare Dependence, Annual Report, March
2000, Table A-5, http://aspe.hhs.gov/hsp/indicatorsO0/wordver/T_A_5.doc.
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Loprest, P., Families Who Left Welfare: Who Are They and How Are They Doing?, Urban Institute, 1999,
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leavers are employed. A number of state |eavers studies are posted at http://aspe.hhs.gov/hsp/leavers99/index.htm.
An overview summary may be found at http://aspe.hhs.gov/hsp/leavers99/ombsum.htm#findings.
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1992 t0 51%in 1998. U.S. DHHS, Second Annual Report, supra, Table4.1.

13. Inthe NSAF, the median wage for employed leavers was $6.61 an hour, and 23% of employed leavers were
receiving employer-provided heath care coverage. Loprest, supra, at p.12 and Table 2.
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14. Evidence concerning declinesin Food Stamp participation and Medicaid participation after leaving TANF is
discussed, infra, at Sections V1 and V1I.
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reduced when subsequent legislation in 1997 and 1998 modified the immigrant provisions of the 1996 law.

128. Generally, qualified immigrantsinclude persons admitted for legal permanent residence, refugees, immigrants
paroled into the United States for at least 1 year, and immigrants granted asylum or related relief. See PRWORA Sec.
431. The 1996 immigration law added certain abused spouses and children as another class of qualified immigrants,
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3-4, available at http://aspe.hhs.gov/hsp/immigration/restrictions-sum.htm.

132. For ahelpful table detailing federal provisions and areas of state discretion for SSI, Food Stamps, Medicaid,
and TANF, see Zimmermann and Tumlin, Figure 1 at 15.

133. Theprincipal amendmentsto the origina 1996 law include the Illegal Immigration Reform and Immigrant
Responsibility Act (“Immigration Law” PL 104-208), the Balanced Budget Act of 1997 (PL 105-33), the Agricultural
Research, Extension and Education Reform Act of 1998 (PL 105-185), and the Noncitizen Benefit Clarification and
Other Technical Amendments Act of 1998 (PL 105-306).

134. See Agricultural Research, Extension and Education Reform Act of 1998, Public Law 105-185, sec. 503-510.
The 1998 changes al so restored eligibility for certain Native Americans born outside of the U.S., and Hmong or
Lao tribe members. The 1998 changes supplemented a set of modificationsin 1997, which had provided that Cuban
and Haitian entrants and Amerasian immigrants would be treated in the same manner as refugees in those programs
denying or restricting access for qualified immigrants. For a detailed discussion of the 1998 modifications, see
Carmody and Dean, New Federal Food Stamp Restoration for Legal Immigrants: Implications and I mplementation
Issues, Center on Budget and Policy Priorities, 1998, available at http://www.cbpp.org/71098fs.pdf.

135. USDA Table, Number of Legal Immigrants with Restored Benefits from the Agricultural Research Conference
Report, March 26, 1996. (Ascited in Carmody and Dean, at 7.)

136. Carmody and Dean, supra, at 9.

137. Overall, the modifications under the Balanced Budget Act of 1997 (P.L. 105-33) were estimated to reverse $11.4
billion of the $23.8 billion in immigrant benefits curtailed under the 1996 law. Those remaining ineligible for SSI are
(1) immigrantsresiding in the United States as of August 22, 1996, who become elderly (65 years of age) but are not
disabled; and (2) those who arrived after August 22, 1996, unless they meet one of the law's exemptions. See
Immigrant Policy Issue Brief, Supplemental Security Income, The National Conference of State Legislatures,
www.stateserv.hpts.org/public/issueb.nsf/b4bc90dca37b8185852564f0007cc729/c7c05637d5adalc68525659a00832721
?0penDocument. The CBO estimated that in addition to those immigrants whose SSI was not terminated, this limited
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restoration of eigibility for blind and disabled pre-enactment immigrants would affect 65,000 individualsin 1998 and
85,000 individualsin 2000. See General Accounting Office, supra, at 10.

138. Only Alabama opted not to provide TANF and only Wyoming elected to deny non-emergency Medicaid to
pre-enactment immigrants. Zimmermann and Tumlin, supra, Table 25 at 60.

139. In 1997, eight states reported that they did not plan to provide TANF to post-enactment immigrants following
thefive-year bar. Similarly, while only Wyoming opted not to provide Medicaid to pre-enactment immigrants, six
states reported that they would not provide Medicaid to post-enactment immigrants after the five-year bar. At least
seven states were undecided on Medicaid, with another five undecided on TANF. The numbers on state denial of
services to post-enactment immigrants beyond the five-year bar should not be considered reliable since these
policies do not become operational until 2001. See Zimmermann and Tumlin, supra, at 25 & Table 5 at 60.

140. id. a 22-23.

141. A GAO review found that 14 states (in which 90% of the legal immigrants receiving food stampsresided in
1996) had developed some form of program to address food needs of immigrants who had lost federal assistance, but
only three of those states were extending food assistance to all legal immigrants who had lost federal eligibility. The
GAO further estimated that about one-third of states are providing either state-funded cash assistance, medical
assistance, or both to post-enactment immigrants during their 5-year federal ineligibility period See GAO, supra, at
16.

142. id. at 15.

143. Fix and Passel, supra, at 2.

144. Though only 9 percent of households receiving welfarein 1994, noncitizen households accounted for 23
percent of welfare caseload declines from 1994 to 1997. Seeid. at 2.

145. Zimmermann, W. and Fix, M., Declining Immigrant Applications for Medi-Cal and Welfare Benefitsin Los
Angeles County, Urban Institute, 1998, 2 & Table 1 at 4.

146. id. at 2.

147. id. at 2.

148. U.S. General Accounting Office, Medicaid: Demographics of Nonenrolled Children Suggest State Outreach
Strategies, GAO/HEHS-98-93, 1998.

149. Schlosberg, C., Beyond Outreach and Informing: Getting Serious About Covering Uninsured Childrenin
Immigrant Families, Policy and Practice, December, 1998, 54-63 (as cited in Ellwood, supra note 112 at 20).

150. Zimmermann and Tumlin, supra, at 26.

151. Theterm maltreatment isused in this article to refer to child abuse and/or neglect.

152. Children are entitled to foster care maintenance paymentsif they are: removed from the home of their parents or
specified relatives pursuant to avoluntary placement agreement or judicial order; placed in the custody of the child
welfare agency; and meet the old AFDC €ligibility criteriaat the time of removal. 42 U.S.C. 8672; 45 C.F.R. Parts 1355,
1356, 1357.

153. A child with “special needs’ is essentially a child whose condition makesit unlikely that he or she will be
placed for adoption absent financial assistance. 42 U.S.C. §8673; 45 C.F.R. Parts 1355, 1356, 1357. The adoptive
parents of such achild are entitled to payments for certain non-recurrent adoption expenses. In addition, if the child
meets the eligibility criteriafor AFDC or Supplemental Security Income (SSI), the state may provide the parents with
0N-going assistance payments.

154. In addition to these programs, authorized under Titles1V-B and |V-E of the Socia Security Act, there are awide
range of federal programs whose funds can be used to provide various child welfare services (e.g. Title XX,
Medicaid and the old Emergency Assistance Program). The Child Abuse Prevention and Treatment Act (42 U.S.C.
5101 et. seq.) also provides federal funding and guidancein the child welfare arena. However, the focus of this
articleis primarily on the interaction of TANF with the 1VV-B and 1V -E programs where the federal government plays
the most direct child welfarerole.

155. Under the Foster Care Maintenance and Adoption Assistance programs, the federal government reimburses
states (at their Medicaid matching rate) for each eligible child. The federal government also reimburses for training
expenditures (75% federal matching rate) and administrative costs (50% matching rate). The Child Welfare Services
Program provides a capped, discretionary funding stream. The Safe and Stable Families provides a capped,
entitlement funding stream. The federal share for both programsis generally 75%. The Independent Living Program
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is also a capped entitlement. Under Title | of the Foster Care Independence Act of 1999, Public Law 106-169, the new
federal matching rateis 80%.

156. Inaddition to the provisions described in the text, the 1996 law authorized and appropriated funds for a
national longitudinal study of abused and neglected children and children at risk of abuse and neglect. The statute
also extended the enhanced matching rate available for implementation of the required child welfare data system, the
Statewide Automated Data Collection Information Systems (SACWIS), through 1997. Finally, the statute allows for-
profit institutions to receive foster care maintenance payments.

157. The 1996 welfare law referenced the AFDC plan in effect on June 1, 1995, but technical correctionsin the
Balanced Budget Act of 1997, Public Law 105-33, altered this date to July 16, 1996 in order to harmonize this
provision with the comparable “look-back” provision for Medicaid.

158. Sedlak, A.J. and Broadhurst, D.D., Third National Incidence Study of Child Abuse and Neglect, Final Report,
U.S. Department of Health and Human Services, 1996.

159. Primus, W., Rawlings, L., Larin K. and Porter, K, The Initial Impacts of Welfare Reform on the Incomes of
Single-Mother Families, Center on Budget and Policy Priorities, 1999.

160. The 1996 law prohibits states from sanctioning single custodial parentsfor failure to comply with work
requirementsif the parent demonstrates that she or he is unable to obtain needed child care for a child under the age
of six. 42 U.S.C.607(€e)(2). However, it isnot clear that TANF recipients are aware of this exception and they may
believe they risk losing cash assistance if they do not comply with the work requirements. In addition, the exception
does not apply to lack of child care for children 6 or older. Y et, anumber of statesinclude failure to supervise
children up to the age of 10-12 within the definition of neglect. Thus, some parents may be faced with charges of
neglect either because they leave their child unattended to go to work or because they lose their cash assistance and
cannot adequately care for the child.

161. For example, in September 1999, the Institute for Children and Poverty, Homes for the Homeless conducted a
study of 100 shelter residents and found that 36% of the homeless families had lost some or all of their TANF
benefitsin the prior six months and that 18% of those families reported they lost a child to foster care.
http://www.HomesfortheHomel ess.com

162. Committee on Ways and Means, U.S. House of Representatives, 1998 Green Book

163. See http://www.acf.dhhs.gov/programs/cb/stats/tarreport/rpt0100/ar0100c.htm

164. HHS News, April 10, 2000, http://www.hhs.gov/news/press/2000pres/20000410.html.

165. A potential explanation for why incidence rates are decreasing while foster care casel oads are increasing
relates to the duration of foster care stays. The number of childrenin foster careisafunction of the number of
children coming into care and the number exiting care. If more children comein than leave, the total number in care
will increase. Thus, if children remain in care for longer periods of time, the foster care casel oad could increase even
while the number of children entering care decreases from previous years. Some researchers postul ate this dynamic
iscurrently occurring in the nation’ s foster care caseload. Wulczn, F.H., Brunner, K. & Goerge, R.M., An Update
from the Multistate Foster Care Data Archive: Foster Care Dynamics 198-1997, The Chapin Hall Center for
Children at the University of Chicago, 1999. Evenif thisexplanation is correct, the impact of the 1996 law remains
unknown. The law could be contributing (positively or negatively) to the increased duration of foster care stays.
For example, the time limit and sanction provisions may make it harder for parents to establish stable homes to which
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the morerestricted eligibility criteriafor SSI may reduce the number of children eligible for adoption assistance
payments. Inthiscase, additional state or local dollars may be required to support children in out-of-home
placements. Anecdotal evidence suggests this may be an issue in some places. A 1999 report on child welfare
waivers notes that as aresult of alow unemployment rate, the welfare law’ s focus on work and the low poverty
threshold used by Indianain its AFDC program, “few familiesare IV-E €eligible. . . and the [state is] having ahard
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eligible children. Itisthose slotsthe state could not fill.] Child Welfare Waivers. Promising Directions - Missed
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Supreme Court’sdecisionin Sullivan v. Zebley, 493 U.S. 521 (1990), SSA began to use an Individualized Functional
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Disability Program for Children and Adolescents: Report of the Committee on Childhood Disability Policy Panel.
National Academy of Social Insurance, 1996.

178. An expert panel concluded that “[a]ny evidence of such coaching or ‘gaming the system’ is extraordinarily thin
-- and appears to be based on anecdotes or perceptions of dubious benefit claims, which upon investigation are
found to have been denied.” Restructuring the SSI Disability Programfor Children and Adolescents: Report of the
Committee on Childhood Disability Policy Panel, National Academy of Socia Insurance, 1996. A Genera
Accounting Office report found that “ substantiating and measuring the extent of such coaching are extremely
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Program, United States General Accounting Office, 1995, GAO-HEHS-95-137.

179. Inaddition to the changes noted in the text, the 1996 law made several other modifications relevant to SSI
children. Thelaw modified the amount and use of certain SSI payments. If achild is owed back paymentsworth
more than six months of benefits, the child's caretaker must deposit that back payment into a dedicated savings
account, funds from which can only be used for specific expenses. The 1996 law also created an installment payment
system for past due benefitsif the past due amount totals at least 12 months of benefits. The 1996 law also altered
the benefits available to hospitalized children. Historically, children covered by Medicaid who were hospitalized for
the full month (e.g. if more than half the costs were covered by Medicaid) were generally only entitled to a personal
needs allowance payment of $30 for that month. The 1996 law applied this benefit reduction to children hospitalized
and covered by private medical insurance, regardless of the caretaker’s actual out-of-pocket expenses. Finally, for all
SSI applicants, not just children, the 1996 law eliminates prorated payments for the month of application. Instead,
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becomes eligible, whichever islater.

The 1996 law aso made changesto the SSI program which primarily affect adults (e.g. prohibition on
benefitsto fugitive felons and parol ees, certain immigrants, and those convicted of fraudulently obtaining benefits).
180. 42 U.S.C. §1382¢(8)(3)(C). Prior to 1996, achild could be digiblefor SSI if he or she had an impairment included
inor equal to an impairment on SSA’s “List of Impairments.” or if an IFA demonstrated a substantial inability to
function in an age-appropriate manner. The 1996 law eliminated the more flexible IFA and directed SSA to amend the
SSI regulationsto remove all references to “ maladaptive behavior”. Although the referencesto “ maladaptive
behavior” have been removed from the regulations, evidence of such behavior may still be considered to determine
whether a child has amental impairment that is functionally equivalent to one of the conditions on the List of
Impairments. See, 20 C.F.R. 88416.924 - 416.926.

181. Inaddition to modifying the 18 year-old review process, the 1996 law altered the time frames for other
continuing eligibility reviews. Children must now undergo areview every three years, unless their condition is not
expected to improve. Children who qualify because of their low-birth weight must undergo areview 12 months after
birth. Inall childhood reviews, the child’s caretaker (the representative payee) must present evidence that the child
has been receiving medically necessary and available treatment, unless SSA determines that treatment is not
appropriate in light of the child’'s condition.

182. 42 U.S.C.81382c(a)(4).

183. Theonly difference isthat the 18 year-old review uses the “gainful employment” threshold applicable to
current recipients rather than the threshold applied to new applicants. 20 C.F.R. 88416. 987, 416.929 and 416.260.
184. 20 C.F.R. §8416.924 - 416.926.

185. Theletter says: “ . . . alarge percentage of [the children expected to] |ose assistance based on the SSA’s
definition of disability will be disabled children who are truly in need of assistance. .. The SSA is proposing to
define “marked and severe” as meaning listings level severity or any equivalent level of severity. Congress never
intended and did not require thislevel of severity.” Letter to President William J. Clinton from Senators Kent
Conrad, Edward Kennedy, John D. Rockefeller 1V, Max Baucus, Christopher Dodd, John Chafee, Tom Harkin, James
Jeffords, Patrick Leahy and Tom Daschle dated April 14, 1997.

186. SSA was required to compl ete these one-time redeterminations for 288,000 children. In the face of criticism
about how the redeterminations were being conducted, SSA agreed to re-review the claims of about 36,000 children.
By November of 1998, SSA had completed 98% of its redeterminations and terminated benefits for 115,300. Of those,
55,200 appeal ed the terminations and some of the appeals are still pending. Asof April 1999, SSA estimates that
when all appeals are completed 100,000 children will have lost benefits. Supplemental Security Income: Progress
Made in Implementing Welfare Reform Changes; More Action Needed, United States General Accounting Office,
GAO-HEHS-99-103, 1999.

Children who receive SSI are generaly eligible for Medicaid. Children who losetheir SSI benefits as aresult
of the new definition of childhood disability are entitled, pursuant to the Balanced Budget Act of 1997, Public Law
105-33, to retain their eligibility for Medicaid under the old disability criteria. However, children who never qualify
for SSI under the revised definition of disability will not be eligible for Medicaid unless they meet other eligibility
criteria. In addition, not all children who lost SSI eligibility retained their Medicaid coverage. In April 2000, the
Health Care Financing Administration sent aletter to all states, directing them, among other things, to obtain from
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SSA alist of children who lost SSI and to ensure those children were enrolled in Medicaid. Letter from Timothy
Westmoreland, Director of Medicaid and State Operations, Health Care Financing Administration to State Medicaid
Directors, dated April 7, 2000.

187. Supplemental Security Income: Progress Made in Implementing Welfare Reform Changes; More Action
Needed, United States General Accounting Office, GAO-HEHS-99-103, 1999. Eighteen year olds who lose SSI
benefitswill also lose Medicaid coverage unless they qualify independently of their SSI eligibility. They are not
covered by the grandfather clause in the Balanced Budget Act of 1997.

188. SSA issued theruleson February 11, 1997 as“Interim Final Rules’ issued under an exception to the
Administrative Procedure Act’ s requirement of prior comment. The agency accepted comments until April 14, 1997,
but has made no revisions to the rules in response to those comments.

189. Advocates have argued that the severity of impairment should fall somewhere between the IFA level criteria,
rejected by the 1996 law, and the listing level severity adopted by SSA. Indeed, the letter from the Senatorsto
President Clinton called for such an interpretation of “marked and severe.” Letter to President William J. Clinton
from Senators Kent Conrad, et al., supra.

190. Advocates believe more needs to be done to create a seamless system of supports for children with disabilities
and their families, so that these children can maximize their potential and live as independently as possible as they
become adults. Congress could extend eligibility for SSI under the children’ s definition of disability up to age 22.
Legislation could also provide Medicaid coverage to all children with impairments, regardless of their eligibility for
SSl, so that these children can access the services and treatment needed to maximize medical and functional
improvement.
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