
March 26, 2003

The Honorable Charles Grassley, Chairman
The Honorable Max Baucus, Ranking Member
Finance Committee
United States Senate
Washington, D.C. 20510 

Dear Chairman Grassley and Ranking Member Baucus:

Thank you for the opportunity to submit testimony about the reauthorization of the
Temporary Assistance for Needy Families (TANF) program.  Legal Action Center is a
nonprofit law and policy organization specializing in alcohol, drug, HIV/AIDS and
criminal justice issues and represents the views of drug and alcohol treatment
providers and consumers of those services nationwide.

TANF recipients with alcohol and drug problems and criminal justice histories need
treatment and other supportive services to make the expected transition to self-
sufficiency.  Numerous studies have demonstrated that treatment helps low-income
mothers achieve recovery, decrease their use of welfare, and increase their earnings. 
We urge the Senate Finance Committee to facilitate access to drug and alcohol
treatment services by including the following provisions in its TANF reauthorization
legislation:

For funding of TANF benefits and services:

• Increase funding for the TANF program to provide both
supportive services and cash benefits.

< Add alcohol and drug treatment to the list of defined work
activities that count toward an individual’s work requirement and
toward a State’s participation rate.

< Repeal Medicaid’s ban on reimbursement for residential alcohol
and drug treatment services. 

< Exempt alcohol and drug treatment from the definition of
“medical services” to allow States to improve their use of TANF
funds for treatment.
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< Create a “promote treatment” initiative that provides financial incentives for
States to expand assessment, referral to treatment, and treatment services for
TANF recipients and custodial and non-custodial parents of TANF-eligible
children.

< Create a “promote prevention” initiative to provide alcohol and drug
prevention services for parents, particularly teen parents, and children in
TANF families who are at risk.

For TANF eligibility:

< End the ban on TANF assistance and food stamps for individuals with drug
felony convictions, or narrow the ban so it does not apply to those in
treatment or recovery.

< Add exceptions to the TANF and Medicaid sanction provisions for recipients
who are in treatment or willing to enter treatment.

< Exempt individuals in alcohol and drug treatment – or on a waiting list to
receive treatment – from the Federal time limit. 

< Codify current Medicaid procedures for ensuring enrollment for eligible
individuals who are leaving prison and jail.

Addiction Among Welfare Families

Most national studies have indicated that 10 to 20 percent of adult welfare recipients have
alcohol and drug problems.  (As a comparison, 4.5 percent of American women reported past
month drug use and 2.1 percent reported heavy alcohol use in 1995.1)  These studies were
conducted before the implementation of TANF, however, and it is not clear whether they are
generalizable to the current caseload.

More recent studies have also found an elevated prevalence of addiction in TANF caseloads.  In
February 2001, Multnomah County, Oregon, found that 13 percent of TANF applicants screened
positive for having an alcohol or drug problem.2  An Alameda County, California, study
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estimated that 10 to 22 percent of TANF recipients in 1998 had an alcohol or drug problem.3

Cost-Effectiveness of Alcohol and Drug Treatment for Welfare Families

Studies have shown that alcohol and drug treatment programs provide effective and cost-
effective services, despite limitations in funding.  Specifically, current treatment capacity can
meet only about half of the demand – even less for low-income women.

Programs serving women with children, including women on welfare, have demonstrated many
positive outcomes, including increased employment and earnings and decreased use of public
assistance.  Key findings include:

< The benefits of treating welfare recipients in California exceeded costs by more than two
and one-half times.4  The authors of the study considered this ratio an underestimate
because post-treatment employment and earnings data were deflated by a recession in the
State at the time of the study.

 
< An Oregon study found that treatment completers received 65 percent higher wages than

those who didn’t complete treatment, with the difference due to improved earning power
and an increase in the number of weeks worked.  Increases were recorded in all treatment
modalities, but highest in methadone maintenance.5

< A Washington State study found that indigent clients who completed treatment worked
more and earned more than those who did not.  Treatment completers earned an average
of $403 per month, compared to non-completers, who earned an average of $265.

< A Minnesota study reported that among clients treated with public funds, 41.2 percent
were employed full time after treatment, compared to 23.1 percent before.6
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Criminal Records Among TANF Recipients

Many women involved in the criminal justice system have alcohol and drug problems and will
need treatment and other services to make the transition to employment.  However, few studies
have examined whether individuals involved in the criminal justice system are receiving welfare
assistance (either before their incarceration or while on parole or probation) or whether those
receiving welfare assistance are or have been involved in the criminal justice system.

A 1997 study found that many mothers in State and Federal prisons received welfare benefits
before being incarcerated.  A total of 41 percent of mothers in State prison and 33 percent of
mothers in Federal prison reported receiving welfare before being incarcerated.7

A study in Alameda County, California, found that 20 percent of adult TANF recipients had been
convicted of a crime, about 10 percent had been convicted of two or more crimes, and 10 percent
had been convicted of a felony since the age of 18.8  The study did not report on the nature of the
convictions.

Effectiveness of Employment Programs for Ex-Offenders

Findings from evaluations over the last 20 years indicate that employment programs for ex-
offenders have increased their employment and earnings and reduced their recidivism.  Key
findings include:

< A study of New York City’s Wildcat program, “Supported Work,” which provided jobs
and job training to chronically unemployed former heroin addicts and criminal offenders,
demonstrated increased employment and pay for recovered addicts and lower arrest rates
among those employed in both the experimental and control groups.9

< A 1988 study of the effectiveness of Illinois prison programs found that those who
obtained vocational training and education had higher employment and fewer arrests.10
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< An evaluation of the Texas Project Re-Integration of Offenders (RIO) program, which
helps parolees find jobs, reported that 69 percent of participants found employment,
compared with 36 percent of a matched control group.  During the year after release, 23
percent of RIO participants returned to prison, compared to 38 percent in the control
group, which saved the State $15 million in 1990.11

Recommendations for TANF Reauthorization

TANF recipients with alcohol and drug problems and/or criminal justice histories need
supportive services, including treatment and vocational training, to make the expected transition
to work.  If they do not receive these services, they may not be able to meet their TANF work
requirements and may be more likely to have their benefits reduced or cut off or reach their time
limit without being able to work and take care of their family.  Faced with a loss of benefits and a
lack of employment, these families could experience greater poverty and deprivation – even
dissolution.

Without continued success in moving TANF recipients to work, States could face penalties for
not meeting their work participation requirements or for having too many families on assistance
for more than 60 months.  States could also face supporting these individuals and their families
in State-only welfare programs12 or in other, more expensive systems supported by State dollars,
such as criminal justice and foster care.

Together, these negative effects – on TANF recipients and State and local governments – could
erode the success of welfare reform, as well as other Federal and State poverty reduction
initiatives.

Recommendations on Benefits and Services

< Increase funding for the TANF program to provide both cash benefits (assistance) and
supportive services (non-assistance).

Increasing the TANF program’s funding will allow States to continue to provide assistance to
those who need it during the current economic downturn.  It will also give States a secure source
of funding to begin and expand initiatives to provide services (“non-assistance”) to help TANF
recipients address barriers to self-sufficiency.
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Several States, for example, are using TANF funds to identify low-income adults with alcohol
and drug problems and refer them to treatment, including Illinois, Kansas, Kentucky Maryland,
Minnesota, New York, New Jersey, North Carolina, Oregon, Tennessee, and Utah.  At least one
other State, New York, has begun to allocate TANF funds to programs to help divert appropriate
individuals from prison into treatment and welfare-to-work services.

< Adding alcohol and drug treatment to the list of defined work activities that count
toward an individual’s work requirement and toward a State’s participation rate.

Presently, the Federal law lists 12 activities that can satisfy an individual's work requirement and
count toward the State's minimum work participation rate.13  Alcohol and drug treatment is not
on the list.

Including treatment in the definition of work that can count toward a State’s participation rate
will help States both to engage TANF recipients in a broader range of work preparation activities
and move addicted recipients to sobriety and work while and still meeting their Federal
participation rates.  The change will also help TANF recipients better coordinate their treatment
and work requirements – since they will be able to perform them in the same program.

Presently, the Administration’s and House of Representative’s TANF reauthorization proposals
would count drug and alcohol treatment as work for up to three months.  We support counting
drug and alcohol treatment as a work activity.  However, we recommend that drug and alcohol
treatment be permitted to count as work for as long as necessary and appropriate in order for
individuals to achieve recovery and the ability to go to work, education, or training. 

< Repeal Medicaid’s ban on reimbursement for residential alcohol and drug treatment. 

A key barrier to alcohol and drug treatment for TANF recipients is the Medicaid program’s
“Institutions for Mental Diseases” (IMD) exclusion.  IMDs are inpatient treatment facilities
(including non-hospital residential programs) with more than 16 treatment beds for individuals
with “mental diseases,” with addiction being included in the definition of “mental disease.”

The exclusion prohibits reimbursement for any service provided in an IMD or for any service
provided to an IMD patient in a non-IMD setting for individuals between the ages of 22 and 64. 
For example, Medicaid will not cover prenatal care – either inside or outside the facility – for
woman in a residential alcohol or drug treatment program with 16 or more treatment beds.14  For
facilities under 16 beds, treatment can be covered by Medicaid, but not room and board.
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Excluding addiction from the definition of “mental disease” would significantly increase access
to residential treatment for women with children, who are the majority of TANF recipients,
increasing their likelihood of achieving recovery and moving from welfare to work.

< Exempt alcohol and drug treatment from the definition of “medical services” to allow
States to improve their use of TANF funds for core treatment services.

States are not currently allowed to use TANF funds for “medical services,”15 with the TANF final
rule leaving it up to States to define the term.16 While this gives States flexibility, the lack of a
clear definition has left some State welfare directors reluctant to invest TANF in core alcohol and
drug treatment services, such as counseling (covered in some State Medicaid plans) for fear of
being penalized for misuse of funds.17  This is problematic for States that are doing active
outreach and screening because they will find more people needing treatment but will not be able
to increase core treatment slots.

Left as is, the ban acts as an unnecessary barrier to TANF investment in alcohol and drug
treatment.  Change would enhance State flexibility, as well as help close the treatment gap for
women with children.

< Create a “promote treatment” initiative that gives States a financial incentive to
expand assessment, referral to treatment, and treatment services for TANF recipients
and non-custodial parents of TANF-eligible children.

The law currently gives States financial incentives to reduce non-marital births, meet work
participation requirements (through a reduction in the “maintenance of effort” requirement),
achieve high levels of performance on TANF goals, and other outcomes deemed nationally
desirable.  Financial incentives should also be used to encourage States to implement initiatives
that focus programmatic energy on improving work-related outcomes for TANF recipients with
alcohol and drug problems and/or criminal justice histories.  States would not be required to
participate (so this would not be an unfunded mandate) but could be eligible for supplemental
funding or matching funding if they did.

< Create a “promote prevention” initiative to provide alcohol and drug prevention for
parents, particularly teen parents, and children in TANF families who are at risk.

For adolescents, alcohol and drug use is associated with a range of negative health and social
outcomes, including risky sexual behaviors that can lead to unplanned pregnancy, HIV/AIDS,
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and long-term welfare participation for the entire family. Risks can be even higher for
adolescents whose parents have alcohol and drug problems, because they are statistically more
likely to develop alcohol and drug problems themselves.

Both children and young parents in TANF families should have access to prevention and early
intervention services designed specifically for them.  These services can help young parents
reduce their alcohol and drug use so they can finish school, work, and take care of their children. 
These services can also help children avoid alcohol and drugs and the related health and social
problems that can lead to reliance on welfare.  In turn, this will decrease welfare and child
welfare caseloads and costs, as well as build healthier individuals, families, and communities.

The law currently funds abstinence education, which is required to include a component that
teaches adolescents how “alcohol and drugs can increase their vulnerability to sexual
advances.”18  But more is needed, including family-based services, which are identified as key for
child and adolescent prevention programming.19

Funding should be directed to the Center for Substance Abuse Prevention (CSAP) (part of the
Substance Abuse and Mental Health Services Administration, or SAMHSA), the lead Federal
agency on prevention, for this purpose.  The program should require evaluation (including
identification of model practices) and be coordinated with other prevention activities for these
families administered by ACF, other agencies in the Department of Health and Human Services,
the Office of Juvenile Justice and Delinquency Prevention (OJJDP), and the Department of
Education.

Recommendations on Eligibility

< End the ban on eligibility for TANF assistance and food stamps for individuals with
drug felony convictions, or narrow the ban so that it does not apply to those in drug
and alcohol treatment or recovery.

Under the law, individuals with drug felony convictions are not eligible for TANF assistance and
food stamps, unless the State they live in enacts legislation to opt out of or narrow the ban.20 The
ban applies to convictions where the conduct and the conviction occurred after August 22, 1996,
and lasts for the person’s lifetime.

If a State does not “opt out,” no one is exempt from the ban, not even pregnant women or
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individuals participating in treatment.  The ban is permanent and continues regardless of an
individual's successful job history, participation in drug treatment, or abstinence from drug use.

Federal action to end the ban or narrow it would replicate action taken by a majority of States.  A
total of eight States (and the District of Columbia) have opted out completely – Connecticut,
Michigan, New Hampshire, New York, Ohio, Oklahoma, Oregon, and Vermont.  Another 19
States – including Florida, Illinois, Iowa, Maryland, Washington, and Wisconsin21 – have
narrowed the ban’s scope, most commonly by exempting individuals in treatment (or who are on
a waiting list for treatment or have finished treatment or achieved recovery).

Left unmodified at the Federal level, the ban reduces access to alcohol and drug treatment in 24
States. In fact, a study (of eight women’s residential programs in California) found that providers
reported that their loss in monthly revenue ranged from none to 25 to 30 percent.22 (Treatment
programs, particularly residential programs, have traditionally relied on a family’s welfare and
food stamps to help fund room and board.)

Unmodified, the ban also acts as an impediment to recovery for individual women because it
denies them support as they are leaving treatment and re-entering the community.  Repealing it
gives them the means, as well as the incentive, to stay in treatment.

< Add exceptions to the TANF and Medicaid sanctions for recipients who are in
treatment or willing to enter treatment.

Some TANF recipients with alcohol and drug problems who are trying to become self-sufficient
through treatment may have difficulty complying with their work requirements, either because
their addiction interferes with their ability to work or because their treatment schedule conflicts
with their work or training schedule.  Ending their eligibility for TANF and Medicaid virtually
ensures that they will not be able to make the transition to recovery and self-sufficiency.

Those who are in treatment – or on a waiting list to receive treatment – should be able to retain 
their TANF and Medicaid so they can continue to afford treatment.  Without it, they may not be
able to learn the recovery and vocational skills they need to achieve self-sufficiency.

< Exempt individuals in alcohol and drug treatment – or on a waiting list to receive
treatment – from the Federal time limit.

Without treatment, few welfare recipients with alcohol and drug problems will be ready to work
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when they reach their time limit on Federal assistance.  Unfortunately, in many communities,
individuals needing treatment and willing to enter it cannot – because it is not available.

Providing incentives for welfare recipients with alcohol and drug problems to enter and stay in
treatment will help them become ready to work.  Exempting TANF recipients in alcohol and
drug treatment from the Federal time limit gives them incentive to enter treatment and to stay in
treatment.  It also gives States more flexibility to engage TANF recipients in treatment as a work-
promoting activity for as long as necessary, regardless of whether the State has reached its 20
percent hardship exemption maximum.

< Codify current Medicaid procedures for ensuring enrollment for eligible individuals
who are leaving prison and jail.

Current HHS policy23 states that incarcerated individuals must be returned to Medicaid
enrollment immediately upon their release unless the State determines they are no longer eligible. 
Few States, however, seem aware of this requirement.  A 2001 study found 46 States and two
territories have policies that require termination of Medicaid supports for people in jail, meaning 
that these individuals must complete the Medicaid application process again when released and
wait for a decision and benefits.24

Many women leaving prison and jail reunite with children (whom they left with relatives) and
would likely continue to be eligible for Medicaid.  Many also having pressing medical conditions
– such as mental illness, HIV, and alcohol and drug problems – that if left untreated would
decrease their chances of working and achieving self-sufficiency.

*******

Thank you for considering these recommendations for TANF reauthorization.  Please feel free to
contact me at (202) 544-5478, x13 if you have any questions.  Legal Action Center looks forward
to working with you on these important issues.

Sincerely,

Jennifer Collier
Director of National Policy and State Strategy   
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