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7'he A<l:lIinistration oppos~s s. 1120 in its current form because it; 
falls £ho~ of the central ~oal of real welfare reform ~ .ovin; 
people fro. welfare to work. Th~ Administration strongly 
supports Qnactment o~ ~e~l an~ *ff~ctiv. welfar8 reform that 
pro~otes the ~sie values of vork a~d responsibility. Tbe 
A&:rd.nistl'&.tiQn, therefore, strongly supports s. 11171 the. 
Daschle-13reaux-Mikulski sUbstitute, vbJ.ch ..eet. th""e obje<:tive•• 

Over the ~ast. two and a half years, the Preside.nt. has b4-e.n 
fighting for the basic principles of work and responsibility.
Last YQar l the Pr&$1dent proposed a s*eepinq welfare reform 
package ';hat ....O\!ld: estahlish tou\lh work requinmenU while 
providing child CUe for workir.q people; i"P"~" touqh child 
support enforce:efit .easureSi require tean mOta4ra to live at 
hame, stay L, school, and identify thair child's father; increase 
State 1lexibility and accountability; and provide basic . 
protections for childrGn. Bi~ Qcono~ic plan axpanded the eArned 
income ta~ credit, which rQYarded work over welfare and cut taxes 
fer lS m:l11ion ,",orking fuilies. 

Last february, the .......ident is"",,,d an Executive ord.,r to> crack 

do.~ on Fe~eral employees who owe child 8~ppO~. ~he 
Ad=!~i$tretion else has approved ~elfare retorm experiments in 3: 
States ~~d h~s pledqed fast-track approval for other State 
dG:lltmstr,ltions that pursue specified reform strategies. Such 
atrategi'os include. (l) st:l:e:n:;thenlng work requireaenU ~el<ed 

. \lith child carel (2) amitinq r .. "ipi"",ts 'duradon on ...elf...... anel 
cuttinll off people who refuse to workl (3) aal<iDg parent.. pay' 
child support or go to workl (4) requirinq sother" who are ,.inor. 
to live at hom.. and stay in school; and (5) U$in~ velfare and . 
Food Stamp ben~fits as subsidies for 6mploy~r. who hire welfare 
recipients. ~he President has also directe~ that Feaeral . 
r"q'~l"tions be chan~""- to ensure that.welfare reeipieJ>ts who 
refuse to work do not receive increased Food ·Stamp benefits to 
offset the decreases ~de in their veltaxe Checks. 
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The ~el~are reform debat~ has came a long Yay in cartain key 
areas sinee this Congress first took up the issue. Not so long 
ago, so~e in conqres$ waro promot1nq crphanaqes ftG the solution 
to out-ot-~edlock teen birtbs~ Now, S. 1120 includes proVi5ion&
fram the President's proposal requirin9 .oth~$ who areminor~ to 
ltv.. at home end stay in Sthool. Earlier th1S year, 50me in 
Con;Tess wanted to exclude thild support enforcement from the 
welfare I':'eform de}:)ate. )low, there is biparti"a,n agreamcmt en th. 
toughest thUd lIupport entorclOll\ant proposal sver, and both the 
House-pas ...d B.R. 4 and S. 1120 include the President's major
thild support entorc"",ent provisions, In addition, S. 1120 
..dopU the A<lminictration' Ii position that chilli! protection 
programs tor abuQeQ children =~Gt be protected and inclUde. an 
1mportant provision fro. the President's walfara reform plan
requlrin9 welfare reCipients to s19" personal r.Bpcnslbi11ty 
contracts &s a condition of assistance. ­

7ba key to SuccQssful.welfare reform is movin9 people from 
wQlfare to vork. s. 1120, hov~ver, does not put work firat~ It 
does not provide the level of child eare resources neca~sary to 
support tha icposition Of touqh work ~&quiraQent$.· In~eadt it 
repeals eritical Child e~ra proqracs now .erving 640,000 . 
children. It does not provide incentives for States to promote 
work~ ~nstead, by allowing Stat$S to no longer contribute any of 
their ovn reso~c.s, the bill i1ves States· an incentive to thro~ 
people off the waline roll.. rather than put the.. to "'ork•. It . 
further undermines the goal of r.quiring work by shlttini an 
enormous cost burden to States and localities and putting them at 
Qvan qr.ater risk durinq an Qcon~iQ downturn. No sateguards are 
provided for children whose families lose a~si~tance throu9h no 
fault or their own. More families may have to .ake do with less 
tood on the table, if States opt for a Food Stamp blocK ;Tant an~ 
then spend Fo04 StAmP hloc:k g-ront. funds on other proqrOJlllil_
Finally, House and Senate Republican plans cut low-income 
programs too deeply, oo~pro~ising their ability to protect
children and pro~ote work. The Ad:inlstration supports raal 
reform that saves taxpayer dollars by promoting independence -­
,"oving 1' .. 01'1., off weUare roll~ and into ",ork - n",t by simply
se.ndihq the v.lfore prohlem to :the St.ateB with mor. 1iIl.&ndataa and 
leas :.on,ey. " 

The Administration's ~ost 5ignificant concern$ are discussed 
below_ As the Administration continues its reviaw of S. ll20, it 
~.y i4entify other troubleso~e issues and will work with Cong-rQSS 
to addres~ those concerns as well. 

Hoying People from !elf'~~o Work 

Welfare reform vill succeed.only if it<> central goal is ~. 
WorK has always been at the heart of the President's approach to 
welfare retor=. Work has provide~ the foundation tor the v~lfare 
reform waivers the Administration has grantea,'includin9 
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11'lnovative ,,-elt'are-to-lIOrk prO'Jl'os in orellon, Iowa, and do~"ns 
of other States. If a "alfare system is to provide work-bas.d 
incentives for states and welfare recipients; adequate resources 
for child oaret tra1nin91 and work ~ust be available. State' 
bureaueracies have to be r"'1<rded tor getting people into the 
workforce or preparing them to enter the workforce --'not for 
cuttin'l' tl:,em from the rolls. 

Unlike tM Ilasehle-Brel"x-Hikulfls.i ,ubstitut;e II!. 1.1171. which 

£jrte:;~a~i~t;~g mt~i~A:u:og~ n\~Q=r~g.,~!~t~" 
'Wilfare tq work. '1'0 prOmote. work, tha blll shoul4 be ~ged t.o~" 

• 	 Be~4ire Stet.s to ma1ntoin their 'take in moying people fr2m 
weliAli:L.t" work. S • .l.1.20 would neither require nor 
encourage States to contribut.. ,resources to welfara reform. 
Many Staus could be ""P"oted to withdraw their own tunds • 
.,ut benefits, purge lo.rqe n\lllll)ers of currant recipients from 
the,rolls, an~ avoid the burd~n'of helping people be~omQ 
"elf-$utfi~iant; In =. th..... ic a real danger that States 
would -raee to the bottomM to save stata dollars or to dater 
lIIigrlUlts from other Stataa. ' 

• my;i~il s:hild care to 'fDova peoQle trC1I! welfare to-wprk And 

to t~ep peQRlt 'rsm goiog on welfare in the first place. 

It makes no sanse to deny child care to peopl" ,trying to 

leiOVe welfare and to working people Who are trying to stay,
oft ~eltar.. By aggregating funding for cash benefits, 
child care. and employment assi.tanoa into one bloCk grant
and outting it a~ross-the-board, S. 1.~20 provides no 
guarantee that states will put any money into child care and 
work pr09rams that move people off welfare. The 
Administration recommends that tha bill be modified to: 
(1) fund _ploym.."t;. and Bhil" "are for welfare recipients
5eparately trom "ach benefits; and (') ensure that people
who can work, do 50, and hav" the child care Whan they do. 

• 	 ~ide inoentiYes th.t reWArd states tor putting mora 
~l, to work. Dpt fpr gutting th~ off. S. 1120 gives
Stat... an incentive to save money by throwing people ott the 
rolls. ~o chanqa the culture of welf.re, the bill Should be 
modiU.t! to r .. vud IIUC",,". instead of the status quo. The 
Administration 5Upports a pertormance'bonus that "ould focus 
the welfare I::uraaucracy a:nt! re.,ipients on the central goal
of moving t:roa welfa~& to wcr,k ~ . ' 

.' ~ate5 and families in the aygnt pf .ecnomic· 
downturn. so that Vt1fU-« r9forn doee not sbitt A "uge
burden Qcto st,te an~ lpcal taxpzyers, and stltQs'~,n Qfto~d 
j;£,J>ut people to wort Lnstu<.\ of PUtUllg pOet fnilies at ' 
tiJI.t. In contr...t to current funding ",,,,,haniBlOS, funding
for temporary assistan.,. to needy f~i11GS un"er S. 1120 



wc>uld not adjust "~"'iU"tely t.o eushion tl:u. 1Jnpaet of 
U11e.%14ploymetlt and economic: staqnation. States in recession 
~ould encounter re~uced revenUQS and increased caseloads. 
S. 1120 'would provi~e a "rainy day· loan fund that would 
alloy State" to borrow additional m~ney durinq economic 
ClO",,1:url),$. In addition, extra tun~inq would I><a available t.o 
States pro~ected t.o have high population ~owth that mQ~t 
eertain er.l.t .. rla. There 1.. no g'Uarantee, however, that the 
finite amount that Guel> States receive vill pe adeg'Ullt... 
And .if ther" is population <;1l"owth in " major.l.t.y of Stat"", . 
..ael> will get a Clim1nished sbare of the fixed dollars.. Tbe 
Adlti"istration r ..co.ends that thl>' bill be c:lla.n"ed to a~just 
tor 5hifts in economic con~ition And popUlation. 

tr,in1»q P,oplg·for the lptyre 

The t.raining provisions in S. 11.0 include the consolidation of 
approxi~atoly 90 traininq proqrams. eiven the ne.~ to buil~ a 
cQ~preher.&ivQ vorkforce dQvelopment system to S«rVQ all AmarieAns 
~nd the concern. expressed below, the ~dministrati¢n balieves it 
is inappropriate to consider these provision. in the context ~t 
\ldfare rdonn legislation. Of' paramount concern is the hill's 
insu!ticient f~ding.!or t.~e consQlid.ted prcgrams. While the 
Pre$i~Qnt'6 FY 1936 budget proposQs to incraasa funding for 
tr"ining by $1 billion over 1I'i 1995, S. 1120 woulCi out tunding b,' 
15 percent. Not only is theplan'& funding insufficient for the 
Nation's \tor:kforce needs as a whole, the consolidation of these 
programs means that billion~ of dollars' less will be available to 
help people stay off "'elfue and to help others trandtion from 
welfare to work. 

In ad,Utl.on, S. lUO would not ensure proper acco>1htuility for 
$S.2 billion in Fe~.ral trainin9 ~ vocational education funds. 
It the bill wera adopted, the Federal Government cc~ld not aKsur~ 
ta~~ayGrs that States we~e spendinq Federal funds to achieve tha 
nationa.l goals of il:I.:provir.q worku&~ '",kills, faCilitating:
individUAls' transition from school to work, and helping severely 
dis~dvantaged peoplo enter the education and work mainstre~. 

Unlike tba President's 10b training proposal, S. 1120 would not 
req1.lire thO use ot skill grants tor !I~ult training. Thus, there, 
would be no guarant... that training rQsources WOUld be put 
directly int.o. th" bands of d1docltt.ed vorkers' and 1011- incOl:le 
adults, 1100 that thQy COUld lU.ke inf=ed tr.oininq el>oic,"... Other 
conaQrns about s. ~~20 inolud.. its: (~) tailure to target 
rasources on tho•• scat tn need; (2) devolutiQn Of the &uccssnful 
Job corps proqru to the Statesl (3) elilllination of the .S..-"" 
30bs, Trad" Adjust:oent Assistance (TJIA and NAnA-'l:AA) training, . 
:E:mployme.tlt a.rvice, and Senior CO_unity S .. rv1ce :E:mployment' 
programs; (4) failure to Its=urepermanent local workforce . 
cleveloPlll"nt boards. ..dth .authority tor 10cU d,.."ision-,..Jd,D9; 
(S) failure to provide a national reserve to aia victims ef ma.$ 
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~ayoffc ~,d national disasters an4 for other purpose~; and 
(6) creat.!on of a c01l1plex naw buruu""acy under the direction of 
a part-t~"e board with Uncertain aocountability as the Federal 
..<>vernan"" stru"tura. . 

In addition, the Adminiatration 6Upports the deletion of the 
provision in S. 1120 that Dodifie. Davis-B.."on labor standards 
protoctions. OVerall, Pavis-Bacon reform is the appropriate 
avenue for addr.s~in9 ~t changes should be .ad. to Davis-Bacon 
requircents. 

Protocti,g Chi14;., 

~ducad spandinq for low-inecm. pr~ams is pQaaible While still 
proteoting the most vulnorable. The Administration has propose~ 
$38 billion in oaretully tailored outs for "extain welfare 
pro~ra~s over ••van years; hovever, the magnitude of tha cute 
assumed in the cQnqressional budget resolution -- approximately 
$110 billion over seVen years -- compromise& th~ ability of the~e 
proqrll.lnS to protect children and promotG work. Tbis ill 
exacerbated b:t the abs..,.,.,,, of ""'intu.a......oe-ot-.tfort requir....ents 
on the States. It is not realistio to expect the states to 
oompensatefor the raduced Federal ependinq from their own 
rQvenues. Hany will ultimately pass on the drastic cuts to 
children and families, vho will endure future cuts or even losses 
in benefit eligibility•. The propoaalalso Qliminates benefits 
for apprc,ximately four lOil11on children even if their par"nts 
1'..0"6 done, Ilverytbin; possihle to find vork. 

The Ad1I1lnistr'ation supports the retention of Supplemental 
Security Ineom .. (SS1) cash bene!its for eligihle children 
provided by S. 1120. TbQ plan, hovQver, ...ouid apparently deny 
SSI henetits to more tllan 370,000 disabled chHdren over the next 
five y .... rs. In addition, th.. bill would ..abblish a =ndatory
five-y.ar cut off of Temporary Assi.tance for Needy Families 
wltllout 1'''9..,,01 to their oircwutanc:u. The bill ,.."uId not 
provide Itny protoction for chUdr"n when their parents arE! ""abl. 
to work due to illll""", disability, the nQad to care for a 
disabled child, or high 1"".1 une=ployment.The Administration 
believe. that such proviaions are unduly harsh. 

PUse"!».. the leala 0<1 Nutrition of AOylts- apd Chi14ru 

The ~'istrAtion 1s pl....sed that s. ~1~01nclud.. s· a number of 
provisions proposed hy the Department of Aqriculture to cc:hat 
FC>Od SU".p fraud. The A<lJniniBtration, however, oppo .. "" the 
~"publlC4n 1.a~Grsbip plan to include an optional Food stamp
block il:'ant. Providing the option Of a FC>Od stamp block qrant in 
its current form jeopardizes getting fOod to people who need it. 
It would Sever the link between FOod Stamps and nutrition; 
eliminate the program's econ~ie responsivenecc; Qnd national 
eli9ibility and c..nefit st..n~ards; and ultimately divert support 
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a"oy from tood. The bill requires only 75 percent of the block 

grant funds to go to food assistance, a provision that could 

divert $23 billion worth of tood from children and families over 

the. nert five years~ Furttutr:oore. t any State that e.xercises the 


.block grar.t option will se. 1ts food assistanoe decline 
dra=~tieelly in the ev~'t of r.e.~sion or population growth. ~be 
block grant option would ~:eaten the national nutritional 
!r~ework that has Suocessfully narrowed the qap batween the 
tli&ts of l.ow-incOlIle and other tuilie•• 

The 1.wnistrlltion 1" concerned about the ...vnity of the cutl'tO. 
the Food StalilP progr..... in s. 1120; The Administration. supports
requiring Food Sta=p recipients without children to gO to work or 
'train for york in return for thQir assistance. S. 1120 does not 
pro"i,;" states "it.'> tho. rueurcas 'to acco>lplisn this 9'oa1­
.RAtber than premot1ng work, the plan sililply cuts a hole in the 
nutrition safety net. 

Provisigpv A!'tetiR~ ,ti0p-citi.,ns 

s. 1120 $hould support fair tr.atmen~ for l~qal i~igrants~ The 
Administration supports ti9hteninq sponsorship an4 eligibility
rules for non-citizens and ~Qquiring sponsors of 1&q41 i~igrants 
to b4U.r greater respon1Jl.bility fer those 'Whom they e,n,coursge to 
enter the United states... The Ad.mlnis'tration,' however, strongly 
opposes tl,a Republican leadersbip bill's unilateral applie.tion 
Qf new e.l;lgibility And dala'ming provisions to current recipients j 
includ1~9 the disabled ,,11.0 are exempted under currQnt law. 
r"DeQminq'~ is the requircant, that sponsora" income be counted 

Yhen determining im&igrants' eligibility fer benefit$.) The 

Administration al.o is deeply c::oncerned about the bill'. 

application of etaoinq provisions to Medicaid and other pTo~ra~s 

where de~ln9 woUld adveraely affect public healt.~ and welfare. 


pasqtle~Brelux·Kiknlski Ref2rm Proposal -- Rea] W,lfare Refo~ 

'l'hQ Sanat-e haa the chance to enaet ra&l bi..pa.rtisan welfare: 

rQfon... jrhe Adl:I.inistrat.ion streng-ly supports S .. 11.17 t the 

"altara l"etorm proposd o!fared by Senators l)1l$c:hle, Breaux, .... d 

MikulSki. ~nstead of ma1ntainin~ the current welfare system 


. which undermine$ Q~ ba$ie values of work l rQ5ponsibility, .nd 
f ....ily - thi.. plan lOend" people to work c" they oan earn a 
paycheck, not a welfare check. Unlike S. ·1120 and tbe Rouse­
passed H.R. 4, this proposal provides the child care for those 
transitioning fram "elfare to work and fer those tryingtc avoid 
welfare in the first place. It holds State buraaccracies 
accountable for real result$, and rewards th~ for putting peopl~ 
to work, not ;just r<ll>ovin!/' people from the welfare rolls. It 
saves ,.oney by.movin\l' plOople to work, not by expecting the statal> 
'~o handl. =ore probl~ with less monay~ It al~o~s these 
progrlllll$ to r""ponQ autoutically to re"BSslons, population 
;ro....~, l,nflation, and other de1r1ographic changes.. The 
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•
Aliministr•.tion urg-u Congress to agree on a b1parti".. n bill t.t.at 
• ~dr••sBs theSQ critical elements of r.al welfare retorm. 

Zly-AP-Ypu-Ge ~e9rigg 

S. 1120 would atfect direot spe~ing and reoeipts; therefore, i~ 
is subject to the paY-As-you-go requirement of the Omnibus B"(\.;&t 
~econciliation Act of li~O •. Tne Otfice of Management and 
Bud;et'$ scoring estimate is cur.ently under de~Glopcent • 

• 
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EXECUTIVE OFFICE OF THE PRESIOENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O,C. Ul50~ 

iM!: DIRECTOR October 18, 1995 

Honorable Bob Dole 
Senate Majority Leader 
United StatL':s Senate 
Washington. D.C. 20510 

Dear Mr. Leader: 

The Administration is pleased that Congress finally may be wi,thin striking distance of 
passing comprehensive welfare reform. In spite of the positive changes made by the Family 
Support Act of 1988, the welfare system still fails to serve the taxpayers who pay for it and the 
people who are trapped in it. The American people have waited a long time for this historic 
moment. We owe it to the people who sent us here not to let this opportunity slip away by 
doing the wrong thing or failing to act at aU, 

We have outlined below our top priorities and greatest concerns, Let us be clear: if 
Congress can agree on a biparti.san bill that is tough on work and fair to children, the 
President will sign real welfare reform into law, and the Nation will be better for it. But, if 
Congress tries to walk away from our common values with a bill that is weak on work and 
tough on children, it win kilJ welfare refonn, and the Administration wlll continue to pursue 
welfare reform through waivers. one State at a lime, until Congress gets it right. 

For two and a half years. this Administration has worked aggressively to make welfare 
a second chance, not a way of life. In 1993, the President's economic plan gave a tax cut to 
15 miHion working families through the Earned Income Tax Credit. which rewards work over 
welfare. Last year, the President sent Congress the most sweeping welfare reform plan any 
administration has ever presented, That plan included tough child support enforcement 
measures; time limitS; work requirements and child care resources to meet those requirements; 
performance incentives; a national campaign against teen pregnancy; a state option to deny 
cash assistance to families who have additional children born while on welfare; and measures 
to promote personal responsibility by requiring as a condition of assistance that minor mothers 
live at home and stay in school and all welfare recipients sign personal responsibility contracts .. 
The Administration collected arecord $10 billion in child support in 1994, and earlier this 
year, the President signed an Executive Order to crack down on Federal employees who owe 
child support. The Administration has granted 35 States the freedom to experiment with 
welfare initiatives to move people from welfare to work and protect children. In July. the 
President directed that Federal regulations be strengthened to prevent welfare recipients who 
refuse to work from getting higher food stamp benefits when their welfare checks are docked. 
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These measures have gone a long way toward reforming welfare around the country. 
Through welfare reform experiments. 8.6 million recipients around the country are in 
households in which adults are being required to work, live at home and stay in school, sign a 
personal responsibility contract, earn a paycheck from a business that uses money that was 
spent on food stamps and welfare benefits to subsidize private sector jobs, or arc under other 

'waiver provisions. These Srates are doing their part to promote real reform that reflects the 
basic values all Americans share: work, responsibility, and family. Now Congress needs to 
do its part with a welfare reform bill that honors those same values by requiring work, 
demanding responsibility, and protecting children. 

In our view, the Senate bill, while far from perfect, reflects the bipartisan common 
ground that welfare reform must be tough on work and fair to children. The Administration 
wilI welcome a bipartisan bill that honors these conunon values. But a welfare reform bill 
that, like the House bill. is weak on work and tough on children will be unacceptable, 

Done right, welfare reform will move people off the welfare rolls so they can earn a 
paycbeck, not a welfare check, Done wrong, it could cause: enormous hann. Most 
Americans. without regard to party, agree that real welfa.re reform is about requiring people to 
work, not simply cutting them off the roUs; about demanding responsibility from young 
mothers and fathers, nor abandoning abused children or taking away poor children'S school 
lunches; and about strengthening families. not penalizjng children who deserve a better life, 
The Administration urges conferees to act in tne bipartisan spirit that has marked [he better 
moments of this welfare rcfonn debate, 

MOVING EEOPLE fROM WELFARE TO WORK 

Across America. there is an overwhelming bipartisan consensus that real welfare 
Teform is first and foremost about work. Anyone who can work should be required to work. 
and no one who can work should stay on welfare forever, Work has always been at the heart 
of the President's approach to welfare reform, and it is the foundation for the dozens of State 
experiments the Administration has approved, We will only complete this historic mission of 
ending welfare as we know it if we succeed in moving people from welfare to work, That 
means imposing time limits and tough work requiremems, making sure people get the child 
care they need to go to work, and rewarding States and holding them accountable for their 
efforts to put people to work. not for cutting them off. 

The Administration considers the following provisions of the Senate bill essential to 
real welfare reform: 

• 	 ReQuiring States to maintain tbejr stake jn moving people from welfare to work. 
Welfare refonn must strengthen, not abandon, the historic partnership between 
Federal and State governments. Unfortunately, the House bin would not require 
States to continue their financial commitment to welfare reform. All levels of 
government have a stake in the success of reform. and should be held accountable 

-2­
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for it. The Administration strongly supports the Senate provision that States 
contribute at least 80 percent of their FY 1994 effort each year in order to receive 
Federal funds. Absent a lightly drawn. pennanent maintenance-of-effort 
requirement. many States eQuid be expected to withdraw their own funds, purge 
large numbers of recipients from the roUs. and avoid the burden of moving people 
from welfare to work. This race to the bottom would doom welfare reform and 
have devastating effects on families with children . 

• 	 fmvidjnu child care to moye peDDie frQrowelfare to work;. The House bill is weak 
on work because it does not ensure that child care will be available for peop1e who 
need it to !eave welfare for work. Specifically, the blH would cut back on funds 
currently available under child care, and would eliminate the child care quality. 
health, and safety protections In current law that were put in place with 
overwhelming bipartisan support only five years ago. It makes no sense to deny 
child care to people trying to leave welfare, or to deny States: the resources they 
need to provide child care. The Adminisrration strongly supports the Senate child 
care provisions that give States a separate funding stream dedicated to child care. 
with an additional $3 billion over five years to help welfare recipients move into the 
workfDrce and to help working families: stay off welfare. The Senate bill also 
protects: those with young children who want to work, but are unable to secure child 
care. Without sufficient chUd care funding, welfare reform will be an enormous 
unfunded mandate on the States, and could force them to cut recipients ofr'rather 
than move them into work. The Administration recommends that the conferees 
improve the final bili by induding more child care resources, not less. 

• frQtecting States and famBics in {he event of.economic downturn. so that welfare 
-reform does not shift a bu!;>: burden onto State and local taXD3v"rs. and States can 
afford to put people to work instead of putriDg poor families at risk. The House bill 
would not adequately protect States and families in times of unemployment and 
economic stagnation, when States would encounter reduced revenues and increased 
caseloads. A so-called rainy day loan fund is not adequate, The Administration 
strongly supports the Senate addition of a contingency grant fund, which makes a 
funding reserve available to States in economic trouble. We rec~mmend that both 

. the current trigger mechanism and the amount of funds in reserve be strengthened to 
provide States greater protection in a serious recession without significantly 
increasing projected Federal costs. 
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• 	 Provjding im:emjves that reward States for puttim: more people to work. not for 
s;mting them off. The House bill gives States a perverse incentive to save money by 
throwing people off the rolls, and lets them counl people as "working" if they were 
simply cut off welfare -- whether or not they have moved into a job. To change the 
culture of welfare, reform should reward success instead of failure or the status quo, 
The .Administration strongly supports a work performance bonus like the Senate 
provision that would focus State welfare bureaucracies and recipients on the central 
goat of moving from welfare to work. 

The Administration also strongly supports Senate provisions to require recipients to 
sign pe~onal responsibility contracts in return for assistance, and to give States the option to 
provide job placement vouchers directly to welfare recipients as a way to change radically the 
culture of the current welfare system, The Administration supports the Senate hardship 
exception of 20 percent. and the House provision that would allow. but not require, States to 
provide non·cash assistance in the form of vouchers to children who lose their benefits due to 
the time iimit, 

DEMANDING RESPONSIBILITY 

The Administration believes that welfare reform must promote personal responsibility 
and responsible parenting. We must demand responsibility from parents who bring children 
into the world. not let them off the hook and expect taxpayers to pick up the tab for their 
neglect. 

The Administration strongly supports the following elements of welfare reform that can 
help make responsibility the law of the l.nd: 

• 	 Jb~ toullhest PQssible chUd SUPD0rt enfQrc~men1 is central to getting people; off 
~lfure and helping lhem stay utI. The Administration strongly supports bipartisan 
provisions in both the House and Senate bills to streamline paternity establishment. 
require new hire reponing, establish State registries, make child support laws 
uniform across State lines, and require States to use the threat of denying drivers! 
and professional licenses to parents who refuse to pay child support. 

• 	 Requiring minor mothers {Q Uve at home and stay in scboo) as a cpndition of 
assistance. The Administration strongly- supports the Senate provision to demand 
that young parents be responsible and turn their lives around, rather than the House 
provision that would automatically punish children born to unwed mothers under IS 
- regardless of whether the mother has made an effon to turn her life around so her 
children don't end up on welfare indefinjtely, 

• 	 A narional camnaign'suminst teen pregnancy. Welfare reform must send a strong 
message to young people that they should nof get pregnant or father a child until 
they are ready to take responsibility for that child's future. The Administration 



. , 

supports Senate provisions to combat teen pregnancy by an appropriate expansion of 
abstinence education. targeting sexual predators, setting national goals for reductions 
in teen pregnancy, and enabling States to provide second-chance homes for young 
mothers and their children. The Administration does not support the so-called 
ilJegitirnacy bonus in the House and Senate bills, which some believe could promote 
abortion and which is unworkable in its current fonn. 

PROTECTING CHILDREN 

Then~ is an overwhelming bipartisan consensus in this country that welfare reform 
should not punish children. Across the country, Republicans and Democrats at the Srate and 
local level agree that we must demand responsibility from young mothers and young fathers, 
not penalize children for their parents' mistakes, 

In particular, the Administration strongly opposes the following provisions which 
would punish children: 

• 	 ~stroying vjtal child DutritioD programs. such as schQollunch and WIC. Welfare 
reform is about requiring parents to work and take responsibility, not about taking 
food out of the mouths of poor children. The Administration strongly opposes the 
child nutrition and WIC block grants in the House bill, and supports the bipartisan 
Senate decision to keep those programs intact. The Administration is concerned that 
budget cuts wlll strain the ability of schools. child care centers, and summer food 
service sires to provide nutritious meals to low~income children. The school-based 
nutrition block grant would not respond to economic recessions or population 
growth. In a recession, States would be unable £0 respond withQut cutting back on 
the quality or quantity of food, raising taxes, or cutting other services so that 
children could eat. In addition, ,the Administration believes that the competitive 
bidding provisions within the House~proposed WIC block grant are inadequate and 
would fail to maintain the program's cost savings. WIe's current COSt containment 
requirements have saved biHions of dollars that have been used to serve additional 
WIC families. 

• 	 Emling the Federal commitment to abused and4lCglecred children 3nQ those at rjsk. 
A time of dramatic change in tile welfare system is not the time for radical and 
unte:sted experiments with our ~ation's child protection system. Rather than 
protecting vulnerable children. the House bill would put hundreds of thousands at 
increased risk of harm by cutting funding for foster care, adoption assistance. and 
child abuse prevention. The Administration strongly opposes the child protection 
block grant and program cuts in the House bill, and supports the biparti,an Senate 
decision to keep those programs intact. 
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• 	 The Hayse mandate that all States deny assistance [outlawed mjnor mothers and their 
.~.hili;U:~. The Administration strongly agrees with the broad bipartisan conse'nsus ­
ranging from Republican and Democratic governors to the Catholic Church -- that it 
is wrong to punish children just because their parents are poor, young, and 
unmarried. The Administration supports the Senate provision. affirmed by an 
overwhelming bipartisan vote. which leaves this matter to the States'. 

• 	 The House mandate that all States deny assi~t.ance tQ additional children born while 
it family is 00 welfare. At a time of bipartisan agreement on the need for more State 
flexibility, welfare reform should nOt saddle the States with policy mandates with 
uncertain impact. The Administration agrees with the overwhelming bipartisan 
majority of Senators that States should have the right to decide for themselves 
whether or not to adopt the fami1y cap. 

KEEPING OUR NUTRITIONAL SAFETY NET 

The Administration urges the conferees io preserve the national nutrition safety net, 
which assists about 27 million working famity members, poor children, and elderly Americans 
each day" Federal nutrition programs have produced measurably better health over the years 
as a result, and have earned bipartisan support. National nutrition standards and a funding 
mechanism that enables these programs to meet greater needs in times of regional or national 
economic hardship are essential to making welfare reform work. 

, 
( The Administration has always maintained that preserving a nutritional safety net 

Nation-wide is a critical parr of welfare refonn and strongly opposes a food stamp block grant. 
However, if steps are taken to permit optional State block grants, the House approach is vastly 
preferable. Requiring States to spend grants only on food assistance will preserve the yital 
link between food stamps and nutritional assistance. The Senate provision for a State food 
stamp block grant option would sever that link and encourage States to divert Federal dollars 
.away from putting food on the table. 

The level of food stamp cuts, although too deep in both bills, is more reasonable in the 
Senate bill. The Administration's nwn balanced budget proposal would save $19 billion over 
seven years, an 11 percent cut. By contrast, the House bill would CUI food stamps by nearly 
27 percen! in the year 2002. In addition. the House bill places an inflexible ceiling on the 
amount authorized for appropriations for the food stamp program. This cap allows no room 
for error in estimates of future program costs nor any margin in economic conditions. By 
capping spl:nding levels, the House bill would leave working Americans vulnerable to shifts in 
the economy and to changes in nutrition standards that could be drive"n more by political and 
budget pressures than by the Na[ion'~ good health, The Administration urges the conference 
not to exceed the Senate level of cms or to impose an inflexible spending cap. 
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fRQIIlCIlflG DISABLED CHiLDREfI AND THE ELDERLY 

Both lhe House and Senale bills go too far in the cbanges they would make to the SSI 
children's disability program. However. the Administration favors the Senate provislons over 
the deep cuts in the House bill, which go far beyond what is needed to correct recent growth 
in the program. The House bill would eventually prevent nearly a million disabled children 
who would be eligible under current rules from receiving cash assistance, and create a block 
grant for services thai would arbitrarily cut by 25 percent funding levels for disabled children 
who would no longer be eligible for cash benefits, but would be eligible for services. The loss 
of cash a.ssistance would be devastating to many low-income families struggling to care for a 
disabled child afhome, The Administration supports the bipartisan Senate decision to continue 
1:0 provide SSI cash benefits for all eHgible children. But, we strongly urge the conferees to 
reduce hardship to disabled children currently on SSI by exempting them from the new, 
stricter eligibility rules, However. if the conferees determine that these rules should be 
applied to current SS: recipients, the Administration recommends applying them only to those 
children eligible as a result of maladaptive behavior. 

The Administration also recommends the deletion of a Senate provision that would 
gr;ldually ruise the age re,quirements for elderly poor applying for SS[ from 65 to 67, parallel 
with the rising age requirements for Social Security. The apparent consistency of this change 
masks nn imporwnt difference bet~'een these two programs: Soeial Security recipients can retire 
early and get benefits, and most do so, but there IS no early eligibility age for SSt This provision 
was added at tbe last minute without adequate public scrutiny and debate. and should be dropped. 

, 

BIlNEElISEQ1l. NQN-CIIIZEflS 

BOlh the House and Senate bill, go too far in cutting benefits to legal immigrants, and 
shlfting costs to States with high numbers of immigrants. The Administration supports 
holding sponsors whQ bring immigrants into this country more responsible for [heir weU~ 
being, bot these changes should be made equitably. 

The Administration strongly opposes the Senate provision that would discriminate 
against U.S. citizens by denying benefits to legal immigrants even after they became ' 
naturalized citizens, We cannot have two categories of citizens, and a provision that treats 
naturalized dtizcns Jess favorably than the native born raises serious constitutional concerns, 
Also objectionable is the Senate provision that would establish a class system for American 
citizenship by requiring sp~msors' income to exceed 200 percent of poverty, Working families 
who are U ,S, citizens should not have to pass a wealth test in order to be reunited with a 
family member, in addition, fairness dictates the adoption of the House provision that 
exempts those over age 7S and those too disabled. to complete the naturalization process from 
benefit cutoffs. 
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Several further changes could make the legislation much more acceptable to the 
Administration, Immigrants who become disabled after entering the country should be eligible 
for SSI. The benefit restrictions in the Senate bill distinguish between immigrants with and 

without sponsors, This is a mOre sensible appronch than the House bill. which bans virtually 

all immigrants from receiving benefits. Benefit restrictions should not apply to discretionary 


. programs and such mandatory programs as student loans and the Social Services Block Grant; 

the administrative burdens on these programs of verifying everyone's citizenship is significant, 
and the budget savings are negligible. Furthermore, it is important that the legislation clarify 
that it does not call into question the full participation of any child in public elementary and 
secondaryeduc'.ltion. including pre-school programs. In addition. refugees and others who 
came to the United States to avoid persecution should be given adequate time to naturalize 
before being subject to benefit restrictions. Finally, the Administration has serious 
reservations about the bill's application of these provisions to the Medicaid program. 

THE LEVEL Of CllIS IN LOW·INCOME PROGRAMS 

The overall bUdget cuts in both the House and Senate welfare reform bills far exceed 
the level of cuts proposed in the Administration's Balanced Budget Plan. For welfare refonn 
to succeed. it must save money by moving people from welfare to Y-Iork ~. oot by cutting 
people off assistance, which win cost taxpayers much more down the road, or by merely 
Shifting COSts (0 the States. Adequate resources must be provided to move families from 
welfare to work. Excessive cuts will punish working people and their children ~- working 
parems who need child care; families who work full·time, but don't earn enough to ensure 
there's always food on the table; and low·income elderly Americans who have worked their 
whole lives and shouldn't die hungry. The Administration strongly urges the conferees not to 
penaiize work and punish children ~y accepting cuts deeper than the bipartisan Senate bill. 

CONCLUSION 

We have made great st~ides together in this welfare refonn debate. !';ow Congress has 
an historic chance to reach a bipartisan agreement to end the current welfare system and 
replace it with one that is tough on work. tough on responsibility. and fair to children. A bill 
that honors those values will be acceptable: a bill that is weak on work and tough on children 
will not be. The Administration calls on the conferees [0 put politics aside and help give the 
American peopie a government that honors their values by making welfare a second chance 
and responsibility a way of life, 

Sincerely, 

Alice ~1. Rivlin 
Director 
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IDENTICAL LETTERS SENT TQ: 

Honorable Thomas A. Daschle 
Honorable Newt Gingrich 

Honorable Richard Gephardt 

cc: House and Senate Conferees on RR, 4. Welfare Reform 
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EXECUTIVE: OmCE OF' THE PRESIOENT 

, . OFF!CE: OF MANAGEMENT' ANO BUDGET , 
WASHINGTON. O.e. :IO:iOJ 

OCtober 18, 1995 

lIonotable Gerald B. H. Solomon 

Cbalnnan 

Committee on Rules 

U.S. Ho.... of RopresenWi_ . 


. Wa.Wn,gtnn, D.C. 2n51S 


Do-.r Mr. ChaiImI.u!' 

PACE 2/19 

1 am writing to transmit the Administration's views on the actions that Ihe House Will 
1lll;;e IJ:> comply with budget reconciliation instructiuns. ' , 

You should l>.ave no doubt about the Presidclt's position: If reconciliation legislation 
were sent 10 him with the extreme spending cuts and huge taX euts called for in the budget 
resolution, be would \'eID the bill, The PIesidcnt baS stressed the importance of finding 
common ground with Congress on a budget plan that will best serve the intuests of the 
American people. 

As you know, the PIesident sfw:es the goal with congressional leaders of balancing . 
the budget. But, as the Presidclt and his senior advisors have repeatedly noted, the 
Administration has profound ditr"""""", with the overall approach that Congress has adopted 
to reach that goal: 

• The PresIdent's plau: The plan, which the Presidcll announced in June, would 
prol'ct Medl= until 2006 and retain Medlcaid as an entitlement; invest in education , 
and training and other priorities; and provide for a targeted tax eut tei help , 
middle·ineome Americans IlIise tbeir <:hlldren, save for the future, and pay for 
postsecondary education. 

To roach 1lalance within 10 years, Ibe PIesidcnt would eliminate wasteful spending, 
streamline progmms, and end llllJl.O:<led subsidies; take the fust, serious step. toward ' 
health care refonn; reform welfare to reward work:; cut non-defense disctel!ona!y 
spending (O!her than the President's investlIle:nts) 22 pc:cent in real tem>s in 2002; 
and tatget tax teIief to those whp II'Olly need it. 

• The Republican pIam The Republican plan - as.re!lccIed in the commiuee'$ 
rceoncillation provisions and carlier congressional budget actions - would reach 
balance ill seven years, and, at the same time, provide a huge tax cut wOOse benefits . 
would flow disproportionalely to those wOO do no! need theDi.. ' 
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To reach balance UlIder those cireumstm=, the Republican plan would cut deeply 
ml0 Sl.-cll mandatotj' progrnms as Medicare, Medicaid, stuaent loans, food stamps, 
and foster care, and would raise taxes on millions of-working families by slashing the 
Earned lncome Tax ~t (ElTC). By wending the di8aetionary caps at GOP­
propo,,ed levels, the Republican plan would foree deep cuts in v:i!tUally all ' 
dlscreUonary programs, including edueat:ion and training, .!clm", and technology, and 
other mvestments thai Would bell' raise avera"oe living SIandanIs. 

The President believes stroIlgly that, while his approach retlects the common groand 

1hat Anleri= sham, the Republican plan refIl:cis an «:meme and unwise approach thai will 

hurt average Anlericans and help special intmsts. He bas repeaiI!dly urged CoIlgre.ss to 

work: wI!h him on a more reasonoble path thai will help raise average living SIandanIs in the

future. . " 

The 110= Republican plan unduly lxlrrl.,1S low- and middllHncor.,. Americans in 
order to finance lax cuts for the wealthy. In our recent analysis, we found thai the proposed 
lax breaJcs for the weallhiost 5 pem::n! of households would give them annual benefits of $37 
billion - almost as ,much as the plan cuts inoome and health cov""". for all families with 
ublidren. In fact, the 20 pe<emt lowest-income families with ublidIen will each lose an 
average of over $1,500 in income and nearly $1,700 in health benefits. This is not shared· 
sacrifice. ' . 

. 
The Republican majority, however, bas shown little inclination to move to a more 

, mponsible path. The' Ways and Means and Commerce Committees, for instmce, have 
passed deep, unwarranted cuts in Medicare that would raise costs for beneficiaries and 
shalply cut payments to providers, jeopardizing = to, and the qnalIty I)f, ,care. In 
addilion. Comm= would convert Medicaid into a block grant and limit its annual growth. 
The Urban In$litute est!m:ites that even if st3Ie$ could absorl> balf of the cuts by cutting 
services and provider payments, they would still have to drop coverage for 8.8 million 
people'in fiscal 2002, Jncluding 6.3 million adults and ublidren in families, 900,000 senio::s. 
and 1.4 million people with disabilities. FurUlermore.!lie Commerce Commitlte would end 
standatds needed to protect residents of nursing homes, eiiminale spoUSal impoverishment 
protection, and not enS1Jre coverage for even the most ,-u]nerable Ameri= - poe< ublidl:en 
under 18. ' 

The Republican lax plan hurts womng Americans. It would raise laxes on 14.5 

:mIllion working families by cutting tha Earned Income Tax Credit (ElTC). It would cut 

foster care and other child progrnms and turn them into block "",Is, potentially denying 

benefits to needy ublidren. And It would make unwise changes to pension fond asset 

=ersions - making it easy for companies to withdraw -""cess" pension assets for their own 

nse - tIul:aten!ng tho retirement beilefits of WOrK= and increasing the exposure of the 

.Pension Benefit Ouanmty Coxporalion. wbich guamntees tliese benefits. 
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We understand that the Republioan majority will place Ille House>-passed. woIfarc 
reform bill in 1lte recooclliatlon.biU. When added to food program and ElTC cuts, the total 
low-income cuts are excessive. . For weJ:fan> refonn 11> succeed, it must save money oy 
moVing people from woIfarc to worI: - not by eutting people off, which will cost taxpayers 
muclt more down lhe road, or by merely sbift!ng = to the $!ates. Thi cost of cxoessive 
ptognun cull; in human t= - to working families, families with =ll dlildrm, 
low-income IrnmigIants, disabled <:hlldren, and !be eJdody receiving Supplemmtal Security 
. Income - would be grave. The AdministraIion proposes a more actq>tal>le Ievel of cuts, 
GOUplI:d will. strong progmmmaIic reforms. 

Other com.rutt- are making unwise cuts or other changes in p~ tbat affcd; 
millions of.studenlS and !heir families, cbJldn:n, the Poor of all ages, and the t,.,ironmcnt. . 

The Eccnomic and Educational Opportunities Committee would mise college loan 
costs 1(> middle- and low-income students and pa!1:Ilts. In particular, 1lte Committee would 
eliminate Ille successful Direct Studcul Loan program, 1lteteby eliminating the 1,400 schools 
now ~ in the ptognun and more schools tbat have already applied 11> participate 
next year. These actions hurt middle- and low-inrome families, make the student loon 
progm.-ns less efficient, pe<p<:!ll3te unnecessary ned tlljle and barden on schools, and deny to 
students and sohooIs Ille freo.market choice of guaranteed or direct loans. 

k. you know, the House Agriculture Committee did not meet its n!(X)nciliation 
lnstiucti=, demonstrating that the proposed level of cuts Is too deep. At the same lime, the 
AdminisIlation bas serious concerns with.the House Republloan !eadeiship's "Fn:edom to 
Farm" prr.>,pOSal to road> the savings target. particularly its effect on the fed""'" $afety net for 
family-sized farms.· . 

The HotlSe proposal to <1ismantle the Commerce Department and c:reaI<: more units of . 
g<lVorntneIlt does not help to reinvent government. Quite the contruy, it will c:reaI<: more 
government with less efficiency. Commerce ho= some of the President'. highest-prioril)' 
technology programs, which ensure the nation's tirtw:e OOll',petitiveness and job growth, and 
!las a strong record of helping busin=. workers, and communities to build a stronget 
economy. The Administration also Ol'i'05eS another aspect of the Commeroe dismantlement· 
- !he artificial consolidation of nOW-independent trade promotion and financing agencies Into 
.a large ltade b=ctaey. 

The House:Resources Committee would open the Arctic National WIldlill: Refuge 
(ANWR) to oil and gss drlIllng, threalt:!ling It rare, pristine ecosystem, in hopes of 
genemting $1.3 billion in fedetaI revenues - a revenue estimale based on wisbfuI thin1:ing 
and outdated analysis. Moreovet, the poteotial for long-te;rm damage to this bIOlogically-rich 
wilderness is simply too g=.t. The Adminislxation. in5taad, supports effMs to protect !be 
:refuS.'s ooastal plain permanently. 
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. Already, the President has made it clear that he wil!'veto any r.conciliation bill that 
includes Medicare and Medicaid cuts of the size that the budget r<:solution calls for.· Also, as 
I Wl'Oti:.1X) the House Resources Commi_ on Sep_ber 21, the President will veto any 
reconciliation bill that opens ANWR II> oil and gas drllling. But our serious concerns do not 
""d with the specific veto threats that we have issued. For the wide amy of =sons 
discussed in this letter, this bill n:malns ~le IX) the Administr.Ilioo and IX) the 

. American' people. . 

This Dation was founded O!I the dream that an families should be given the 

opponunity 10 improve their lives and the futute of their clilldmt. The Repuhliean plan 

1lIldonniruos that dream and promotes the wrong set of priorities for the nalion. 


AUllclled is a more daailed review of our ~ 

Although we Ilave major dlfl'etenees with Congress at Ihi. Point, we hope to wark 

with you IX) find • cornman path II> balancie the budget in " way that will improve the 

standard of living of an Americans. 


Sincerely, . 

Alice M. Rlvlin 
Director 

Identical Jetter sent to Honorable Johu Joseph Moaldey, 

Honorable Johu R. Kasich, and Honorable Martin O. Sabo 
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QQNCEBNS WJTR HOUSE RECONCILTATI9N BILL 

. ' 

lletonn Package 

The Cotnmitll:e'S inability to meet its =ondliatlon 1:ttget highlights how deep !he cuts 
"-""I1d be and !he serious problems of the 'Freedom to Farm' proposal, which the House 
IIllIiorlty likdy will Include in the ndc. The 'Freedom to FatIII" proposal would cffi:cIively 
sever the safety net 1ha1limn pmgr.!lllS now provide in SIlIbilizing limn income. Rather !han 
allow fedetal payments to adjWJt to changes in marlret oondili_, ll$ they now do, 'Freedom 
to Farm" WOIdd set fixed annual payments Iha1 ptOduc:ers would receive, repnIless of 
mad:et conditions. This would have two negative resul1S. F'ust, fa:rmen would receive 
payments even Ifmarket prices are high. SUclI a windfall has led opponents 10 label 
"Freedom to Farm" 11$ "wdfare for farmers,' w!llch would come at the t.:tp<:me of taxPayers 
who should not have to subsidize limne:s when the market is strong. Second, if market 
prices !all, f«leta! payments would not rise, 11$ the): do under =1 Jaw. Family limn.,. 
would have to absorl> the lost income, aeating a 'ripple effect' of lost income for rural 
communities. 

The House proposal would strlk<: iIle tequimnenl that participants have crop InSUIlUlce 
- a major, ro:>ently-enacted reform. Combined with cuts in the limn safety net, thi, 
proposal likely would raise pressure 10 !elUm 10 budget-busting, ad hoc disaster paym",,1S. 
The proposal also would aroitru:ily limit benefits to cunen! participants. Similarly, the 
proposal would limit the Conoe>:vation Reserve Prognun CCRP) - the largest vOlunW'y 
~on assistance prognun 3valIaI>te 10 limn producen - 10 exi.l:ting contr.act holders. 

, Even wben =t CRP participants opt out, USDA could no! i:eplace the lost conservation 
~ with more environmentally significant ones, as !he Adnurusttalion proposes, 

FoodSWnps 

The Rouse food stamp cuts :are ~ Over half of all recipients :are children, over 
" quartot live In howcholds w&ere som"",. is worldng, and about seven perWlt arc elderly. 
The Administtalion strongly oppose;; cuts beyond the Senate welhIe bill's more reasonable 
kvel. , . 

The Administration stron&ly opposes the food stamp block J;tlUlt option,' especially in 
light of efforts I<> create lUI AFDC block J;tlUlt; a naJional nutrition prognun helps to put food 
on !he table for low-income families who may lose their eash·asslsblnce. The s....re·s food 
stamps block J;tlUlt option is cotiside:ably WQtSC than the House's, as it alloWs up to 20 
pen:ent of the block J;tlUlt to go for non-food PU!J>Oses and lacks the Rouse's requirement 
t!ll!I State; have lUI EST OYSlem in place bef'oie opting for a block gniDL The Adminlsttation 
also strongly oppose;; the House proposal to plru:e an infl"",'ble c:cilln& on food stamp , 
spending. Ifprognun costs exceed projections - 11$ eould easily occur if the economy 

• wea)rens in the next few years - benefits could be"ut across-the-board. 
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Feden! nutrition programs have produced measurably better health among the many 
people who get food assiSlallce. National nutrition stalldards and a funding tnocbanism thai 
lets the progmnis expand 10 meet greater needs in ti.mes of na:ional or n:gional economic 
hardsbip axe cssentialln feasible welfare morm. 

Child NtllritiOll and W 0II1e>l Infants .... d ChIldren (WIC) 

Th~House welfare bill would combine ehlld nutrition Programs into block gr.ullS and . 
cut 1llem by about $10 billion over seven yean. Tbii action wollld eliminate na:ional 
standards thai gwuantee ehlldren _ to healthy meals at schools, and preclude an 
effective respOnse II> economic downturns. The Adminlstmlion strongly opposes the Bouse 
provision, prefen'ing the Senate plan ofpreserving the integrity o~ these la:y pror;rams that 
ttaditiaaally enjoyed broad bipanisan support. , 

Community Reinv_ent A<1 (CRA) 

The Adminlstration strongly opposes any amendments·that wollld weaken the· 
Community Reinvestmellt Act (CRA), which requires r<gUlated finanCial institutions to have 
a continuing and affirmalive obligation to help moenh. credit needs of their communities, 
including low- and moderate-income nelghbotboods, consistent with safe and sound 
operations. In zewriting the CRA r<gUlatiQllS, federal banlcing agencies considered and 
=lved the probiems of the old CRA process; Congress should not amend Ih~ Act before • 
we can evaluate how these regulations are wod:ing. The Committee ,,;ould exempt nom 
CRA financial institutions with assets of under $100 million, and pmnit instiunions with 
assets of under $250 million to self-=tify under CRA- effectively ""empting 90 peicent of 
the nalion's banks and !hrifts nom the Act. 

FedernllIousing Act (FlIA) Single-Family Assignment Program 

The Adminlstration appreciates the Committee's informlll _t In eonsid... and 
'PO$$!oly substitute the proposed alternative II> FHA's single-family assignment program- if 
CBO SCOI<S its savings at or close to those esti.mated for assi&nlllenl eIimlnalion. The , 
Committee's current provision would eliminate special fotbearance for delinquent FHA 
nomCOWIlCr.l. 

Corrently, FHA must allow up to three years' forbeatance for "certain homeowners who 
e>perlence financial bandship. Less than lS peicent of assigned mortgages ever become 
current, however, and properties lose tremendous value during the extended fotbearance 
period. By elJmlnating the assijlllment program; the !1l""'M1ent would avoid these losses. 
The proposed alternative - which alsO would eliminate the program - ....:>uJd avoid the 
1=, but also allow viable FHA homeowners In ".",..;n in their homes through ti.mes of 
tem:poruy economic distress, end save money by avoiding foreclosures throll,ih the use of· 
loss mitigation tools that the private sector commonly uses. .. 
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Banking Insurance Fund (IlIF)/Savings Assoeia!.ion Insurance Fund <SAlF) 
, ' 

The Administration strOngly supports the Ccmrn.itt.ee's action to deal with lbe financial 
problems of the Sav:ings Association Insunmce Fund (SAIF), which would elim.ina1e the , 
perverse Incentives created by a premium differential between SAIF and the Bank Insurancc 
Fund (IlIF). The bill aecompllshes that through a one-time spcd.al assessment on SAIF­
Insuxed deposits and by spreading FleO payments pro tala over an FDIC-insured 

,institulions. In addilion, the L-gislation provides fOr SAlFs merger willi BIF. which is 
cssetItiallO assuring that sm's ~ wlne:rabilities cause no furthe< problems. While 
the Admlnistmion supports an ultima1e'm. of the lhrift.and bank charte:ts. the dif!icult 
hsuos involved In the chart.e< merger [meluding tax hsuos) should IWt interfere wilh ' 
enactment of a QOmp~ solution to sm's financial probleins. 

IIQQSE COMMERCE . 

Medieare 

The Adniinlstralion strongly opposes the magnitude of the proposed Medicare cuts ­
$270 billion over sevea years. While Rep\lblicans say the cuts are needed to 'save' the 
Medicare Pan A Trust Fund. only a ftaetion of the sav:ings acI!laIly would go to the Pan A 
1rUSt lUnd. Most of the cuts - $14<> billion over seven yearS - are in Medicare Part B, none, , 
of whicb would strengthen the Pan A trust fund. Of the 5130 billion in Part A cuts, $36 
billion would merely o!'l'$el the truSt fund 1= threatened by House Republicans' actions of 
earlier Ibis year. Tbel'efore, the $270 billion in cuts yield only a net $93.4 billion to 
strengthen the Part A trust fund and, thIl$, sec"", Medicare unlil 2006. Thls is the sa.rne 

• length of lime that the President's proposal would ensure the solvency of Medlciue Part A. 
%Il2ldog clear that the =of the GOt' Medicare cuts are designed 10 finance the GOI' tax cut. 

Funll .... the Republican plan imposes $54 billion in new financial buroens on 
beneficliries in the fonn of higher Medicare Part B premiums. Most of Ibis increase comes 
from setting the Medicare Pan B premlwn to caver 31.5 percent of program costs. This 
increase is e:<cessive and does nothing 10 strengthen the Part A !rUSt fund, In addition, some 
higher-income Medicare belleficiarles will see their l'ut B premiums more than triple. The 
proposal th.n compounds these dire:! new burdens on beneficiaries by imposing many hidden 
cuts !bat will fon:e them, o_lime. to pay much more for Ihe!r health care serviCes. 

For OlWIlpIe, Ibe GOP's new 'MedkartPIus" option actually gives beneficiaries less 
choice. Though it promises to give beneficiaries free choice betw=n traditional Medicare 
and an lbe plan options under MedicarePlus. Ibe Iegisla!ion applies .distinet!y uneven rules 10 
Medicare and MedlcarePlus. %Il2ldog traditional Medicare much less at!rai:tive 10 providers 
than MedicarePlus. These ~-r..entives, along with a provision that applies the "failsafe' 
mechanism of mono cuts only 10 the traditi.onal proglalll. would Jtduce providers' willingness 
10 serve benefieiarl.es in traditional:M.edicon:. This will restrict beneficiary choice,. IIOt , 
CIlhance it. MedicarePlus. as the bill structured it, also would promOte adverse risk selection 
that could increase costs for the traditional proglalll. The Administration does nol suppo!t 
efforts 10 use Medicare bencficiarles to experiment with untesled concepts that could weaken 
the progtam. 
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The Medicarel'lllS 'c:bOice' is also a bad one for ~ because ihey will lose 
protretion from "balance billing,' wbereby providers charge beileficlarles more than 
Medicare approves. ~icare permits no balance billing by hospitals and, only limi= 
balance billing by physicians. Medi<:arePlus plans. however, will widely perntit it. " 
Providers iJl fec.f~ Medi!:an::Plus plans will be able 10 chalJe patients wIuWM:r Illey 
w.mt. Tbe same will be tn!C for patients electing the c:atIsb'Ophlc or mcdlc:al savings account 
(MSA) plan$, and for mana:e<l <= plans whenever patients """""" 1IOIHIIllC:ti0lleY care 

, outside of!he plan - even If!he plan authorizes,such 'care. Given !he very tigbt caps thai 
this bill would impose, provider pressures to balance bill will grow. U providers begin to 
mO\'C to Medk:ard'lus plans to escape balance billing limilS, beneficiaries will faoe !he 
choice of following them and paying l!lO%e, or rcmainIIlg in tradll!ooal Medicare where fewer 
dlX:Ilm and hospitlls axe able :0 care for them. 

'lbe Administtai;on strongly opposes pnMsions thai would woal:en lis efforts to 

combat fraud and abuse. The GOP bill ,,,,",,es aitieal rules thai now outlaw kickbael:s and 

n:quire providets to exercise due diligence in submitting aCC11l:Zll> and =Medicare claims. 

These pnMsiOllS, whien CBO has determined will CO$! Medicare over $1 billion !'rom 1990­
:2002, could bann !he quality of beneficiary care, offset lite savings from efforts to fight 

fr.aud and abuse elsewhere In Ille hill. and futlher burden law cn!=tefforts to oombat 

he2llh care flaud and abuse.. ' 
. , 

MedicaId 

The Administration strongly opposes both !he magnitude o(proposed Medicaid cuts ­
which would reduce federal payments to states by SI82 billion, or 20 percent, below =t ' 

law - and tbe'CX>nversion ofMedieaid into a block gI3l!L By 2002, these cuts would amount 

to a 30 percent reduction below caO's estimate of !he cost 10 mainll!in curit'nt se.mces. To 

:reach tbese savings, pet capita health care speruling growth under MedicaId would have to 

fall to an average of 1.4 pcrtent a year o_!he =t seven yean;. By oon=. per capita 

spending in !he private sector is projected to grow by 7.1 percent a year during this period. 

Consequently, Stales will have to raise taxes or shatply reduce CO\Ierage. The UIban 

lns!itute estimates that even if states can absorb half of the proposed cut through greater 

efficiencies, S.8 million Americans, Including 6.3 millioo adults and children in fam!lles, 

900,000 semon:, and 1.4 m!llinn people with disabilities, would lose ooverage in 2002. . 


Furthermore, in converting Medicaid into a dr.!stically smaller block grnnt program, 

1he Coml!lil1ee hill ends !be ll1=tee of CO\Ierage on which millions of low-moomefam!lles 


. have depended. ,The bill n:pah' federal proIIOCtions Iljl2inst spousal impoverlshmcnt. which 
President Reagan joined with ~ooal Democ:Iats to enact in 19&7. CUmnUy, a person 
may qualilY for Medicaid o.sSi_ with nursing home care without his or her spouse in tbe 
comillll!li!y being f<ll'Ce4 into poverty; lit" law protre!S a basic level of Income and assets, 
including the borne and a car, for !he eommU!lity spouse. ,Uthe protections are rcpcakd, an 
elderly woman could be foreed 10 impovedsh ber!eI! and give up her home or family farm 
before ~et husband in a nursing home cOuld qualify for Medicaid assis!aru:e. , ' ., ' 

The ,bili also n:pah proleCtion for low-moom. Medicare bencficiarles wider Medicaro. 

Currently, tbese individuals "'" eligible for Medicaid usistance with their ~icarc 

premiums, <leductibles, and other cost sharing. An estimatI!d 5 million Medicare 

bencficlatit:s "'" eligible. The nsed was so great thai ~onal Democrats and 
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. . 

Republicans supported creation of the Qualified Medicate Beneficiary (QM.ll) progtam. This 

.legislation was siglIed into law by President Reagan and ClqlaI\ded in a sub""'luent law signed 

by President Bush. . 


:'I'M bill repeals federal nuning home qUillity standards and dim:ts states to adopt 
'Wbatever standards !hey choose. With an eoormOUSCU! in fedecal financial assistance, _ 
may nO! be able 10 afford to develop and enfon:e standards to ensure a high qUillity. of care 

. ;and quality of life. 

The Admlnist:mt!on is amoemed !bat the Committee bill repeals the Vaccines fot 

CbiIdren Program (YFC). a 100 percent fed=lIy-funded entitlement fat Me<licabl-e!igib1e, 

uninsured, undet-insun>:I, and Indian children. AlIhough the bill r:quires _ to ..,..... 

hnmnuizarions for Me<Ii~d-e!igible children, thousands of uninsured, undet-insured; and 

Indiari children would lose~. Further, in converting Medi~d iPto a d!asUcaily 

redilM blocK f,llUlt, federnl t'undin8 dedieated to immunizin& elllldrcn Would be reduced, 

threatening our effortS 10 insure that 90 percent of all children undet ate 2 are properly 

hnmunized fot !he initial, and most crociaI. doses of vaccine. . 


l'l.ivatizatioo of the Unlted States Emidlment Corporation (USEe) 

• The Administration is pleased !hat both the House and Senate bills advance prospee!S 

fot selling tlte USEe. Genetally, Ihe AdmlnlStnllion prefer$ the Senate version, although we 

oppose Senate provisions !bat would transfer ""elusive rights to gaseous difIilsion technology 

from the Energy Department to USEe. In addition, the Seoale _ent of Russian uranium 

provides a. framework to balance antidumping concerns wilh Ihe national security goal of . 

purchasing Russian high enrk:hed uranium (HEU). But, to effectively implement Ihe HEU . 

'leal, ilie initialUmit on using Russian Wanium in the U.S. should be ndsed to 4 million 

:pounds jn m8 (V$. 2 million pounds) and ndsed by 2 million pounds per year. 


Spectrum Auction 

The AdmlnlStnllion Is pJeas¢ that Ihe Committee has included le&isl.ation 10 ndse funds ' 
from spectrum auction, although it vieW:; the Senate's Spoctrum l.an~ as preferable'" the 
CommltU:e's. Unlilie the Committee's vendon, the Senale provision provides for the 
payment (fiom auction p~) of costs that federal agencies bear in mI&",ting !'rom one 
portion of the telecommunications spectrum to another. This provision could be particularly 
iInpotlant f'It the Departments of Defense and Justice and lb. Fedecal Aviation 
AdmlnlStnIlion. We should nO! IequUe agencie< to absoro these costs in thcir discretioruuy 
.approprialions. 

, . 
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HOUSE ECONOMIC AND EPUCAIIONAL QP1'ORl1J'bTI'!ES 

Da'fl<>.BaCDI1 and Senite Cmrtrad ACt Repeal 

The Admlnisttalion suongIy oppo... the Committeoo's propoJed "'J'<'Il of the 
Davis-Bacon Ac:t and the ServIce ContIact Ad.. Davis-Bacon n:qulre$ fedet:al oontracton to 
pay loc:ally prcvalling wages 10 worlct:r< hired for Construction, altmtion, or repair of public 
buildings or publl;: works. The ServIce ContIact Ac:t applies a silllilar pmalling wage " 
~on for :;orviee employees on fede:al eontlaCU and sub<:onI:racts. WhlIe the 
AdministraliOll aupports reform of Davb-Baoon, outright "'J'<'Il of It, or the SeMce ContIact 
Ac:t, would low.. the wages of worIdng Americans. 

Stuileut LoaJIS 

111<: Commitl!le would gt'l almost 60 per=t of i~ $10.2 billion in savings by cutting 
assiSllmce 10 students and parents, ellmlnaling the Fede:al Direct Student Loan Program, and 
threaIening the delivery and integrity of all student aid. "" " 

The ~t's direct lending propam has been a great su=s, saving mooey and 
increasing a= to education. Thus, the AdrnlnisImtion stronglyoppose;s the Committee's 
proposal to c::limloali this program; it Is v~ popular with the 1,400 institutions already in it 
because it's easier 10 admln;sI/!t" than the guaranteed loan program and gives students more 
flexible re,>ayment options, incladlng Inoom~ntingent repayment. " 

The AdmInisttalion also strongly opposes the Committee's proposed end to the fedeml 
sub!fuly of interest payments thai. Stafford loan rOcipients receive during the 6-month 'gr.u;e 
period"; these undergraduaze students' costs could rise as much as $700. In addition, the 
.AclmlnisIratio strongly opposes the Commillee'S lncrease in the PLUS loan inJ.crcst rate. 

The Cc.mmittee furUle.r proposes to cut by 60 percent lb. funding needed for financial 
:man>,<;ement and the a,'oidance of fraud and abuse in the gualMteed loanprogmm. 

ROUSE ~ REFORM AND OVERSIGHT 

Dismant!lng the Departme.ut of Comm...... 

The Administration strongly oppose. the proposal to dismantle the Conunen:e 
Department, which the House ~oritj has said it plans 10 include in reconciliation. The 
proposal ignmes the need for long-t=1jcb ereatioo, continued investment In a soand 
technology bas<>, a renewed national export strategy. and environmentally $!ISIa.inable 
=nOmic growth. In addition, the Congressional Budget O~ estimal!s that the 
dismamletnellt would cost $44S million for purposes of reconciliation, a oost thai. would 
prove wasteful and oounteq>roduaive. 

The Mministrallon also strongly oppose$ the proposal to aeale a Nalionallristitute of" 
Science and Technology, which would ellmill3te critieal civilian technology progmm.. Such 
action is llIllleCCSSa!:J and iII-oonceived, and jeopardizes the U.S• ..".amy at a time of 6= 
Jllobal competition. The House proposal eliminal!s the Advanced Teclmology Prognun and 
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the Manu.t'actuoog ~sion Partnership - progmms with pioven results in the development . 
.	and deployment of new lfclmologies. The HoU$e proposal also eliminates vital .. 
~ t=Ch activities !bat bell' guide eeonomically sustainable ""vironmentll 
poIiciIes­.• 

The Administralion would oppose any plan I/) piaee ttade promotion and financing . 
ag<nclts under a proposed U.S. tnde aaeacy. For....ample, the Export-Import Bank, the 
Ovmeas Pri'Iale InVCSllnellt CoJ:!iomlion, IIIId the Trade and Development Agency'lir.ciUtIIed 
over $20 billion in U.S. business in fiscal 1995: CoPlbinint these independentlllld efficient 
agencl.. into a large ~ wouIiI Silfle Ihclr focUsed and xesponsive approacb to . 
helping U.S. expodel&. More<M:r, m-<XInceived bu4et reductiQns to these a,,-.ncies would 
also c:timp U.S. eaporU. 	 ,. .' 

The Mministralion "l'I'=S the House.propo;;iI to 1Il!IlSfer,Jor a year, the Census 
llun::au to OMS; OMS lacks !he staffing and rewur= 10 effectively l!lMage the Bureau'f 
exlalSive prog;t'a!llS. The Administr:a1ion also "l'I'=S the ttans!er of the B<.treau of .' 

.. Eoonomic Analym (BaA) to the Bun:au of Labor Sllitittles. thus separating Census and·BEA, 
for at least a year and endangering the quality of the nation's statistics. The proposed 
~(1Il of!bese higbly·inll:gn!led bureaus would diswrb their effective, inll:gn!led 
:fiJllctionlng. 	 . 

fun Se.nice l!etlt<ment atld Federal Employee< Health Benefits !.FEIm) 

Like the Agriculture Committee. this committee could not paSS a l<COIlclliation 
paclI:l!ge. The Admin!slra.tion views the federal employee beocfit provisions thai the 
Chairman described in hi$ IelUIr to Budget Cba!rman Kasich as Ul\fair and unwise. These . 
provisions would force federal employees 10 pay more for n:fuement and I>eaIth beoefits . 
wbile cutting Ihclr n:Wement beoefits. They also would cut employees' beeeiits at a tiffie 
when we are reducing the number of federal employees and asking those !bat remain 10 
provide the American people with a government thai works better and CXlsts less. 

The Admin!slra.tion opposes the non·germ~ proposal that would prohibit tho. Office of' 
Personnel Management !'tom requiting ceI1ain beeefits orlevels of coverage of plans !bat 
partieipate in the FEHB. The proposal. says CBO. produces no government savings and 
CXluId :rnJso ""'l'loyces' premiums. It also could Iauru:h a spizal of c:ompetition among 
insmn<:c plans to = healthy individuais, leaviog those with chro!lic health prohlt.ms 
lIll3ble III afford the covetl!gc they need. 1'bis is unwise public poliey.. . 

, 

ROllSElNIERNATJONAL RELATIONS 

Orgaoitafion of Foreign Afl'aIrs Agem:lfs 

The Committee's legislation would inoorpora!e, by n:!'eren¢e•. non1:ennane 
Hou>e-passed legislation (DIvision A of H.R. 1561). about which the. Administration has . 
1epca1.edl)' mired serious objections. It woUld require. eliminating three foreign aifain 
agencies by CXlmbining the Ageooy for International Development, the United states 
Information Ageooy. and the Arms Control and Disarmament Agency with the Stall> 
Department, ~g a mega-bu=ucracy thai would be unwieldy. <mtly. and ineffective. . 
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1'm1ht:rmore, !his l~on would significantly impair the PresIdent's ability to conduct 
foreign atfairs. The House majority should remove any such legislation from the 
:re::oncllWion bill prior 10 Jinal action. . 

HOUSE JUDICIARY 

. Patent ud Trademark OW.... (P'fO) Fees 

The Adrninbtmlion is oonc:erned about Ibe eommlttee's proposal to e:<tend the pa;"'1 
~ fund, and to deny PTO full access 10 its fees without d.iscmIonary appropriations. 

Congness bas not approprialOO the full a!1lOUllt of fee =ues !hat PTO eoIlCCllt for its. 
own use. This withholding of fees In=ses patent pende.ney and delays Ibe deployment of . 
new !!:dlnology 10 the ~lace. The PresIdent's budget supports Ihee!imlllation of the 
poll:Ilt surcharge fund beginning in fiscal 1m and the PTO's fuIIa=s, without 
approprialiOll, 10 all fees. 

HOVSENAllQNAL SECJ.1RrrY 

The AdmiiUstralion is plea.!<Q !hat the House chose no! to break with our semce men 
:and women by changing the method for computing military relitement pay. but insteod chose 
to allow increased sales from the National Defense Stocl:pue 10 offset defense mandalO<y 
progrnm in=. 

RQYSE RJ1SOURCES 

.Axct!e Natloual WUdllfe Refuge (ANWR) 

As noted above, the PresIdent will veto any =ncllWion bill thai opens the Arctic 
National Wlldllfe Re!ilge (ANWR) to oil and gas drilling. Exploration and development 
acIiviIies would bring pbysical distwtances 10 the =. unac<:eptable risks of oil spills and 
ponution, and long·term efkets !hat would harm wildlife for decades. Moreover. !be 
estimate !hat ANVo'R will generate $1.3 hUllen in fedcrnl revenues from oil and gas leasing is 
VIis!Iful tb1nking, based 011 pn>,jeckd oil prices In llIe year 2000 of above $30 per barrel ­
even though the Ene:t:XY Infonnation Agency pnodiets prices will only be about $19. The 
e.stimale also falh 10 ;:ons;c!er new geological information showing lower r=vCI2ble oil . 

"emma.... and Alaska's da!m:s that its S!alCbood Act entitles it to 90 pen:e.nt of all nwenues ­
not SO percent, as the estimate II.SSUlIleS. . . 

Sale of Power Marke!lng A~DS(PMAs) 

The Admlnlstmtion applauds the Comrniuee's decision to sell the Alaska PoWer ' 

Adtnlnistratlon to ClI.-rent customers. And though the Committee proposed seIling the 

SOUlheastcm PMA (SEPA), !he Admir!istralion has concerns" about the manner in which !hat 


.mi. would =. 
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Because the Commitlt:c did not propose selling SEPA to its current customers, !he sale 

would not provide effective rate protection and avoid unwarranted rail:: in=. The 

Committee also called for the sale of pbysioal bclllties now owned by the Army Corps or 

Enlinccrs (darn$,Iocb, powerlIou.ses, and related n:aI C$laflo) and would exempt !he dams 

hem emting envirorunelltallaws. The Adminislralion generally does not support selling 

larg\l mulli-p1J!pOSe bcilities, such as large darn$, but per. CQU.\d support some such a= 

sales Ifthey have been thoroughly studied and iilclude tonus. and condltions IImt protect Ille 

eavironment and those who be:lef!t ftom other pro.ject uses, such as f\ood oontml, 

JIaVigaIion, ,,~ svppIy, and nocre:ation. 


lIa:rdnlck MliUng.llcform 
. . 

- "Ibe AdmlIlIstmtion Is eooce:rncd that !he Commitlt:c's proposal 10 refonn !he 
antiquated 1m ba:rdrock mining law would, in laet, leave it largely lnlact. Most notably, 
the proposal retains...... nolOrioos patonlini provision wbe:cby !he goveiruncut transf~ 
billions of dollan of publlcly-owncd tnlncra1s at Ilttle or no Charge to ptivate ill-. The 
proposed 'net' royal!)' on proceeds from minerals prodllCtion on federal lands bas numerous 
dcdllCtions and escape meclwlisms, and would mise little ifany money to ooli!pensale . 

. taxpayers or 1\md \he cleanup of abandoned mines that are degrading water supplies and 
otherwise harming the environment. Moreover, the proposal actually weakens the claim 
holding fee by creating a numbct of new ways for c1aimantsto escape the n:qui.rement to 
pay-

NatiODa! P.ark CIosure Proposal 

"Ibe Commitlt:c included \anpge to set up a commission, simjlar to the DOD base . 

closure com:nis:sion, to n:com!llelld • list of Interior l:>epartm<nt-<>pe<atcd national parks for 

closure - a process that, potentially, would dismantle the nation's national parks. Even after 

the House voted 231-180 against this ill-advised proposal on September U, the committee 

included it in the reconciliation pacbge. . . .. 


Fnaan.;ereiI Species Ad; (£SA) 

The Commitlt:c proposes to =pt=in fedml agency responsibilities to consult 

'With the Interior or Commerce S~ on \'liriQus agency actions likely to affect 

threateIled or endangered species. Sod! an exemption ..m ~ and, in some = . 

:remove, a.;eJl(:\cs' responsil>llities to playa Tole in the conse:rvation of llm:atencd and 

endangered species. The Administxation strongly objects to the broad Ilst of agency actions 


.2Ila1 this amt:nd!ru::nt would exempt. 

Grizlng 

The Committee proposes to stop long-necded environmental reforms of grazing 

pru:Iices on Fcdmllands by getting regulations that the Interior Department Issued after 11>0 

years of extensive public hearings, Congress should not use the budget process in .. 

bacl<door effort to stop the reforms. In addition, !he Commitlt:c would exempt key rangeland 

management decision from the National Enviroru:nenl:ll Policy Act (NEPA), impose an 

adntinlsttatively cumbersome and unworl:able ~g franchise fee, and In""""", 

pe:cnit-holders' tenure on the \and from 10 to 15 years. 


13 



'.. 
. OCT-24-ElG 10"')1 FROM,OMS 10. PAC£ 15/1S 

Addjtlonal <oncerIIS with ResllIm:e Committee action: . 

ne Committee bilS chosen to usc the reconciJiaIion biD as a calch-all for a number of bad 
.' . 

policie.!, many of them ha>'il1g little or nothing to do with balancing the budget. 

• Natioua11"arks, Forests, and Public Lands Concessions - gives coru::essiontrs the 
opporomity to eaJIl performance in<:entives that wuuld dc:lt!r competition for 
coneessions contxad!, arid allows eoDoessioners to eontioue. to aecumula!e possessory 
interestS In park pmpetty; 

• Ward Vaney LaIl!lTransfer - authorizes the imoondilional transfer of t\::dcra! lands 
for a law level radioactive waste stOrage sile, which the Adrnlnistration ~ In 
concept, but wilh no enVironmental conditions for the transfer; . 

.. Sale of NatIoUa! Fo,~ Ski Al:'03S -l:equir<.': the sde oY land within lIlIlional r_ 
to exlsting sid azea permit holdm,ilnd creates a new formuJ3. for d~ the fees 
that sld an:as I.oc:atcd on forest service land would pay 10 the fedml government; . 

• on IIl1d Gas Royalties - includes a number of provisions !hal wiD make royalty 
collection far more difficult and costly for the federal government; . 

. 

• Trona (Soda Ash) Royalty Cap - limits royalties to a level below similar private 
land 1=; 

• Surveying and I\fapplng - requires coiltxacting out for lJnillOd States Geological 

Survey (USGS) services; divenlng = resources and pxoducing no sa>'il1gs; 


• Sly Park Unh Transfer (CAl - exempts, from awlicable environmmtallaws, the 
transfer of these Centtal Valley Project (CVP) facilities from fedml ownership, 
costing fedml revenues and setting a bad pxecedeot for any futun: CVP tIansfer; 

• Ceu1r..J Utah Project (CUP) !'repayment (UT) - authorizes a payment thai, as 

nOW written, does not protect the government's 1ina.,clal inter1esi. .. 


• Central Vaney Project (CVP) • City of Folsom (CAl - authorizes the City to 
receive CVP watex at ttduced watex rates, pxoduclng no savings and, in Ii!ct, costing 
fedCtlll revenues if the city uses project water; and 

• Tenitorial Assistance - ~s fuJiding for the Commonwealth of the Northem· 

Mariana Islands (CNMI) Covenant and for the Interior Depaxtme.nt's territories 

oveni&h! and te:tnical assiSlance, preventing the redirection of funding that the 

AdralnisttatIOIl proposed and the Senate approved. 
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'110mV!1;! 'fRANS' AFFA1RS " 

Veter.ms' Affain; (VA) ,Medical Care 

TIl.. AdministmIion is oonc:emcc! about the Committee's proposal 10 ruse, by SO 
peroenl, the c:o-piyments lbat omain veterulS pay for pn:scription medicatlon lbat the VA 
proVides. 

llOVSE WAYS AND MEANS 

:MeiIlcanl 

Along with the Ptesident'$ strong opposition 10 the siu of the proposed Medicare CUU, 
the Adminis!:rn!ion bas other serious oonccms with the Committee's proposal. For a delllilod 
explanation of its ooncems, please see the discussion in the Comme:rce Committee seclion of 
!his leIler. 

WelCare :Reform 

We understand lila! the Republi<:3n majority will place the House-passed wel1are 
:rerorm bill in Ill. r=nc:iliation bill. IfCongress can ~ on a bipartisan billlbat is tough 
on wori: and lair to cl!il.cIr=l, the ~dent will sign real wel1are reform into law and the 
nation will be better for it. But ifCongress tries to wall:: away from our CQmmon values 
with .. bill tha1, like the Ho1l$O bill, is weak on work and COugh on cblldren, it will kill 
welfare reform, and the Administration will ""otinue to pursue wel1are reform 1hrougb 
'w.liv=, one state at a time, until Congress gets it right. 

. 
The Scnal!>-passed version is an significant Improvement 0_ the HoU$O. It gives 

:stites more adeq~ funding In provide work and child care; toquiIes states to continue thcir 
:financial oommitments; removes mandates such as the family cap and restrictions on teenage 
mothers; rewards stale$ for moving people In Work; p!CSC!VeS vital cblld nutrllion and cblld " 
protective se:tvioes;and gives stale$ a= to a oonlingency fund to provide added resourc<:s 

, .iii an economic downturn. If the H01l$O majority chooses to include wel1are reform bill in 
n:concilialion. it should not only make these very Important lmprovemenlS to tho House bill 
but aha build on !hom in the fonowing ways: . " 

• Require of stale$ a permanent and tighter main~co of finaneial effort. 

• Pro\1cle stale$ gn:ater prolection in a serious recession by ~g tho trlgger 
medmnism and increasing 'the amount of fonds in reserve in the SeruiIe contingency 
gllIllIlImd. ' 

• Provide more cblld care resources; without;ufficient cblld tate funding, welfale 
rtfhrm will be an enormo1.l$ unfunded mandau, on stites. ' 

1S 
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Fosru Care mrd Child Prol«:ticn Services 

'The ~ sttocgIy Opp<lSCS cuts and block gxanls m foster care and child 
protective seMces. 'The Bouse bill would block grant I"o$ier cate, ~ the 1m Family 
Support and Preservation ptogtam, ana <:reate It discmionaty block grant for cbild protl:c1ive 
$eMces. Rather than protect cbIIdten, the House's changes to fo= care and cbiIa 
protecIive =vices coulll put hUlldrcds of thousand of Ibem at !na-eased risk of harm. 'l'bis is 
ille 1II:nlllg time to walk away from abused and ne&1eefed cbiIdren and those at risk. 

• 

. . 
lloIh the.House and SeoaIe b!Ils go too far In cutting benefits to legal immi,gtants, and 

sllifDng = to states with high DUmbc:r$ of immi,gtants•. The Administranon suppqrts .. 
holding spo= who I)rlng immigrants .into this counay more responsible for their . 
well-being, but Congress sboulll mal:e these chan~es equitably. The House bill bans benefits 
for over a million immigrants who are now =11«1 In SSt, Media!id, or food swnps. The 
Senate bill's benefit It:S!ricIions distinguUb. between immigr.mts with and without spQn.IOr$. 
'This is a more sensible approach than the IJow:e bill. which e:limina"" benefits to \irtual)y
.3ll immi,gtants. . . . 	 . 

The AdministtaJioD m>ngly opposes the Senate provision that woulll djSCIitnlnaJe 
Il¢nst U.S. cilizens by denyUlg bentfits to Ioga! immigrants even after they became . 
natu:rnlized citizens. We cannOt have two categories of cllizens. Equally Objectionable is Ibe 
SeoaIe provision that would estlblish a class syslem for Alneiiean citimlsbip by requiring 
sponsors' income to exceed 200 pem:nt of povet1y. Wor~ fillnm", who are U.S. citiml. 
should not have to pass a wealth Il:st to be reunited with a family IllCrnb<ir. In addition, 
flUrneSs dicta"" that Congress adopt the HOIl$e provisions that exempt from benefit cut-offs 
those over age 75 and those too disabled to complett the naturiiliz:ation process.. . 

Severn! further changes could make the legislalion more acoeptable to the 
Administration•. Immigr.mts who become disabled a!ter entering the country sbould be able . 
wget SSI. Benefit re<1rietions sbould not apply II) discretionary programs and such 
tnandatoty programs "" stud""t loans and the socia1 ~ block gr.mt; the admlnistIative' 
bnrdens on these programs of verifying evetyone's citizenship is significant, and the budget 
savmgs are negligfble. In addition, refugees and others woo came to the U.S. to avoid 

. 	po:seCution sbould get adequate time to naturaliz.e before being subject to benefit restrletions. 
Fmally, the Administration bas serious rese:rvalions aboot the bill', application of these 
provisions w Medicaid.. . 

.'. 

lloIh the House lI.!ld Senate bills go too far in the changes they woulll mal:e II) the SSI 
children's disability progIam. In genm!, the Administration favors the Senate pmvisions' 
over tl)e House bill's deep cuts, whlch go far beyond what's needed to correct the progrun's' 
recent growth. The Ho1i.le bill woUld eventually prevent nearly a million disabled :applieants 
who could be e:ligible under cutient rules from ttceivUlg casb assistance. We support the 
bipartisan Senale clecision to continue to provide ssr cash benefits for all eligible children• 

.	But we slron,!y tlrg" Congress to reduce hardship II) disabled children currently OIl SSt by 
exempting them from these new, stdctet elij;ibility rules. If Congm.. applies these rules to 
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I:1J!mll SS1 recipients, however. !be Administralion n>:Xlmroe.nds only applying them 10 
childien eligible as a result ,of maladaptive behavior. 

, l'emI.on ~ ReversioDs 

As the OMS Director wrote to Chairman A:Icltcr on Scpterober 13, the Administrution 
~y opposes a Ways arulMeans-passed provision thalll13ke$ it easy for o:>mpanie$ to 
Withd:aw .ex<:cS$. pension as\ieIS from an ongoing plan for their own \I$C. 'The provil:i<m 
defines .= funding. as the amount thai exceeds US pe:=t of lbe pension plan's 
=t liabillly, but companies can use aCl1larial amllnption.s thai would leave a pension plan
1lI1derlimded Hit h tcnnlna!Cd (or if $lOOk prices or Intc:rest rates t!uc",.te). Vad« thh 
provision, 11 !eVCr$Ion could leave a pIan thai tcnnlna!Cd with 1ess 1Ium the funds needed 10 
pi1y~si~ , 

'Companii>S in financial trouble mi!;ht have incentives to !:'ansfer funds out of pension 

plans, thus increasing the risk of loss for plan participants aruI for the l'eIlsiOl1 Benefit' 

Gumnty <"-orporalion. Sucll reversiollS also risk a rei?eat of the pension raids of the 1980s, 

when reversions helped fuel corporate tlkl:overs and buyouts. Back then, $20 billion was 

taken from pension plxns. 'By Conj)xess's own estimate, the new reversions would total 

about $30 billion. Thinbort-sightccl provision risks undermining our privam reti:ret:ncnt 

sysu:m: 

Health Ilene/Its for Retired ,Unionized Coal MIners and their Familles 

A 1992 law ~ui.~ ,coal mining companies 10 finance a health em amngement for 

:reWed coal miners and thel:t dependents. A Ways and Means-passed provision would 

exempt certain colllj>mlie$ from their obligation to pay for retirement health benefits for their 

former employ.... thereby threatening the solvency of the amngement thai serves, nearly 

100,000 I'etir... and dependent&. ' 


:Earned Jnoome Tax Credlt (EITC) 

The Administration s1rongly objects to the Ways and Means proposal, to cut the me 
by $23 billlon over seven years, raising taxes on 14.5 million low-wage workers and thel:t 
:families, containing 17.7 million children. Indeed, these cllanges represent the antithesis of 
welfare "reform": 'I'hey would make work pay Jess. pe!lalizing those who play by the rules. 
The bill would ~uin: taxPaYCI'S 10 Include social $CCUdty benefits in adjusted &ross income 
fot purposes of the EITC, rnisi.ni taxes on I rnilllon retired, widoWed and disabled worlcm 
by an avaage of $859. In addicon. the bill would cllange the p~ut formula furllunilks ' 
...ilh children. affecting aU ElTC recipients with $11.260 Ot more of Income. It also would 
deny the ElTC 10 4.3 rnill101l very low-wage worI<c:n; woo do not reside with qualifying , 
children. ' 

, 

The Administration believes SU'ong!y that Congress sbould not raise taxes on working 

families to finatIee tax bttaks for the well-off. It should limit its' ehangeslO the compliance 

.improvemenls thai the Administration has proposed. ' 
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The Adrnilll$tr.Uion strong.Iy oj>poses the House tax cut; it is fucally imsponsible, 

would make the laX law more ccmplex, eneourage laX shel_. and provide a 

dispropollionate sbarll of benefits to high:meome families. The proposed laX cut 1»: far 

exceeds the $245 billion that the budget =lutIon specifies. We do not know how the 

Bouse intends to reaclI the budget resolution fargets. . 


Even If reduoOd to $245 billion, Ibe laX cut would be fU too lar:ge. At a time wilen 
Co~ seeks ,to !OM> almost $1 IIiIlion to balance. the budge!, edding another $24$ billion' 
to the deficit through lower taxes fon::es _ drastic cuts in publJc ~ and benefits for 
low... and middle-incctne jamjljes. WithoUt this big a laX cut, Congress would not need the 
dnstie cuts in MOOicanlin the budget resolution, including the inc:reasr; in p!CmiWll$ for the 
elderly at aU income levels. 

. 
The laX cuts provide Iargc benefits to those who need Ihem the least. The neutr.al cost 

=very syS'.m (NCRS) reduces COIpOIlIIe income laX revenues substallDally and opens np 
new Il!x sholli:. opportunities, while the virtua1 elimination of the c:oJpOrate altemadve 
minimum laX (AMT) will enable many profitable COlpOt¢ons to avoid paying any income 
lax ill aU. The capital gains cut is overly generous, disproportionaldy benefits nppe!'-inrome 

. families. will malre the laX law more complex througb the indexing provision, and will , 
encourage taX sheI_. OveralJ, about S2 pereent of the benefits from the House laX 
provisions will acorue to families with inccmes over $100,000 (the top 12 per_I of 
i.'!mllies). ' 

The Administration also has serious concerns about more specific provisions of the 
House Il!x bID. For enmpJe, the Adminislration opposes the proposal 10 lnitiite federal, 
'ta>:.a!ion of tribal revenues from Indian gaming, wlUchwould significantly redune resources 
avalJahle to tribes for such vital government seIvioes as health, education, welfare, and law 
enfon:ement - now funded through such revenue. Furthermore, other laX~empt or tax­
immune entities that _duet these activities (such as, churches or state governments) are not 
taXed. ' 

. . 18 
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EXECUTiVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASH1NCTON. o.c. 2Q~ 

THE DIRECTOR 

october 27, 1995 

Honorable Daniel Patrick Moynihan 
Ranking Member 
senate committee on Finance 
Washington, DC 20510 

-p,,,..t
Dear Senator Moynihan: 

Thank you for your letter earlier this week requesting 'an 
analysis on the impact of the House and Senate 'Welfal.-e bills on 
children. lIn particular l you asked for our assessment of the 
probable impact of the House and Senate bills on children' 
entering or leaving poverty. 

, 
_ AS you may be aware, nearly two weeks ago we released a 

distributional analysis of the House committee-reported 
reconciliation bill. This report included an analysis on the 
impact of the reconciliation bill on families with children. 
At~ache.d for your' consideration is a ~opy of this analysis. 

We are currently working with affected agencies to develop a 
distribution"al analysis of the Senate reconciliation bilL . , 
Pursuant to your request, we will include an analysis of the 
impact of this bill on children entering or leaving poverty. 

WE~ expect these- analyses to be completed in about one week. 
I look forward to sharing. this information with you· as soon as it 
is available-~ 

SincerelYI

-'" . -' , .. 
• , .....:.0...- 'C::G 
Alice M, Rivlin 
Director 

IDENTICAL LETTER SENT TO HONORABLE DANIEL PATRICK MOYNIHAN, 
HONORABLE SAM GIBBONS, HONORABLE BILL BRADLEY, 

]{ONORABLE PATRICK J. LEAHY, HONORABLE E. DE LA GARZA, 
HONORABLE GEORGE MILLER,HONORABLE WILLIAM CLAY, ' 

HONOR~BLE JOHN CONYERS" JR. ,HONORABLE BARBARA KENNELLY,HONORABLE 
H~~RY WAXMAN, HONORABLE HAROLD FORD, HONORABLE EDWARD M. KENNEDY 
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EXECUTIVE OFFICE OF THE PRESIDENT 
Or-FICE OF MANAGEMENT AND· BUDGET 

WASkl~GTON, C,C, 2Q5<l:) 

HIE DIIl.ECTOR 

December 6, 1995. 

Honorable Sam Gibbons 
Ranking Member. '. 
Committee on Ways and Means 
2204 Rayburn House Office Building 
U.S. House of Representatives 
Washington, D,C, 20515 

Dear Representative Gibbons:. 

We are pleased to provide you with a preliminary assessment of the potential poverty 
effects of the conference version of the reconciliation bill. as well as an analysis of the 
conference version of the welfare reform bill. 

rVhar is Included in the Analysis? 

The analysis considers the potential effects of the conference provisions on the movement 
ofchildren, families, and aU individuals in and out of poverty, The following tables compare the 
potential effects of the House, Senate and Conference balanced budget and welfare plans on the 
number of persons and children with incomes below the poverty line) and estimates the effects 
these proposals have on the size of the poverty gap - a measure of how short of the poverty 
thresholds a family's income falls, The analysis estimates the impact on poverty at full 
implementation, which win be reached in most program provisions oy the year 2002, 

This analysis iricludes two kinds of poverty tables. One uses the pre-tax cash definition 
of income that the Census Bureau uses for the officia1 poverty statistics. The other table 
incorporates a cqrnmonly used altemative definition of income that is broader ~ the officiat 
poverty definition and takes into consideration a wider range of factors relating to income, It 
includes, for example, the effects of Federal tal( policies (including the Earned Income Tax 
Cecil it) and near-cash in-kind assistance programs such as Food Stamps and housing programs, 
The discussion below references only the broader definition. Neither definition includes 
proposed changes in Medicaid and Medicare. 

We also provide a tabl~ that addresses the sensitivity of these poverty estimates to the 
technical assumptions on which the model is base"d, including baseline differences between CBO 
and OMB, labor supply effects and an alternative State funding level,. However, many possible 
alternative economic and demographic variables have not been modeled. In the long run, these 
variables are among the most important detenninates ofwelfare caseloads. 



" 

I, 

Methodology 

The analysis was performed using HHS's micro simulation model, based on data from 
the March 1994 Current Population SlllVey. 

Similar to the earlier analysis of the House and Senate bills. policy changes simulated for 
the welfare bills include the impact on family income from proposed changes in AFDC. 5S1. 
food stamps. child Dutrition. and child support programs, In addition t~ the impact from welfare 
policy changes, we analyzed the effects on poverty of the entire reconciliation plans, including 
federal employee pension contributions, agriculture subsidies. family tax credit, the EIrC, as 
weU as the effects of appropriation actions for housing, labor and energy assistance programs. 
Changes in gcvem:nent provided health coverage are not included, nor are there any adjustments 
for medical costs. . 

For a more detailed explana.tion of the methodology used 'in this analysis, please refer to 
the attached earlier report HPotential Poverty and Distributional Effects of Welfare Refonn Bills 
and Balanced Budget Plans," 

Results of1he Analysis 

On November 9th, we provided Congress v.ith a study assessing the potential poverty 
effects of tbe House and Senate welfare refonn proposals. This analysis illustrated that the 
Senate welfare bill, using the alternative definition of income, could move 1,2 more chlldren 
jn~o poverty. The effects of the House version ofwe1fare reform would have been even worse 
for children ~~ potentially moving 2.1 million more children into poverty, or .9 million mor~ than 
the Senate version. According to our most recent anatysis: 

• 	 the conference version of the welfare ref om bill has a more serious effect on children 
than the Senate bil) '•• potentially moving 1,5 million children into poverty using the more 
comprehensive definition of income. This is .3 million more children than the Senate 
welfare provisions would move into povert)'. 

• 	 when all ofthe congressional budgetary proposals that affect low·income families are 
considered in addition to changes in w~lfare programs, the poverty effects of the 
conference version of the reconciliation bill are only a slight improvement over the 
Senate budget plan, The conference proposal could potentially move 1.6 million children 
into poven)" -~ or only, 1 million less than" the Senate version. 

Potential Changes and Fulure Analysis 

As you are aware, the legislation continues to be revised. Some provisions l such as a 
food stamp cap, may be included in a stand~alone welfare bilL Since these provisions may have 
additional poverty effects. they could alter the attached estimates. 

2 
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We are currently working with affected agencies to develop a distributional analysis of 
!he conference agreement, similar to the analysis we provided for the H01.lse and Senate budget 
plans. We look forv.'ard 10 sharing this information with you as soon as it is available. 

Sincerely, 

Alice M. Rivlin 
Director 

IDENTICAL LETTERS SENT TO HONORABLE SAM GIBBONS, 

HONOlt".BLE GEORGE MILLER, HONORABLE MARTIN O. SABO, 


HONORABLE HENRY A. WAXMAN 
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Tablr I . 

THE IMPACT OF CONGRESSIONAl. PROPOSAl,S ON POVERTY 

Using 4 Comprdum:slvr PO!lI·Tax, rost-Transfer Odinilion Dr Income 


$imula1(, cffc«u! f\lll imprernrnt$llon in I99J dQUan 

Erttd or 1993 Chngu lIolu~ Dltdtd rhln S(f1at~ Bud~t Pr_n Ccnferenu Agfft'mrnt 
Entire Welfare Entire Welfare Entire Welfare 

!'rior Law Cum:nll,gw Pl," Aill PI.. Dill Phm' Bill 

Childnn Under 18 
Numbtt in Poverty (MllliOM) 10.8 10.0 nj 12. i 11.6 11.2 11.6 lUi 
Change From Current Law 2.3 2.1 1.7 L2 1.6 L> 

- Poverty Rate (pereeflt) 15.5 IU 11.6 17.4 16,8 16.2 16.6 16.5 
Change from Cum:r;t Law 3.J 3.0 2.4 1.8 1.2 2.1 

Fammes With Children 
Number in Poverty (Millions) 1&.3 11.0 2O," 20,6 19.9 19.2 19.7 19.6 
Change From Current Law J.9 3.7 2.' 2.2 a 2.• 

?Q'lIaty Rate (p¢:t'«nl) 12.6 n.7 14.4 10 1).8 13.3 UJi 13.5 
ChlU1ge From CurrenilAW 2.7 2.5 2.0 1.5 1.9 U 

Poverty Gap {billions) 11,6 15.2 24,8 24.3 2U 20,6 21.9 21.1 
Change From Cumnt Lew 8.• 8.1 '.3 ... $.7 J.S 

AtfPcnon!!l 
Number in Poverty (Millions) 29,S 28.1 32.6 32.1 3'-6 30.7 lt4 31.1 
O1angc From CUrrent Law 4.' 4.0 3.5 2.6 3.3 3.0 

Poverty Rite (percent) 11.3 . ao.& 12.6 12.4 12.2 11,8 J2.1 12,0 
Cbang1:i from CulM'lt Law 1.1 I.l 1.0 U 1.2I.. 
Poverty Gap (Biflions) 48,6 46.S: .11.4 $6.2 .5-4.0 $2,3 34.6 n.6 
Cbang~ From Current Law 10.6 9.3 7.2 5.5 1.8 6.1 

N(lI\ff;: Tht Ce:n$us 8~cu puhllsbe1I l'imily oJpovut)- itllistia mna alternative dtfinitiom I)r~, The deftllitionarina.mle d¥1)'"Cd here hM::1udes 
the elThd: ormes (mchldinJ EITC), Food Stamps. 00usm3 ~ and sdJool mal pl'Ogrml1, Chmges in 1~ilf\Wided health ~ IRt'IOt 
indud, nor m: tbtrc .". wd}tIstmenb fot mr:dictl (~ts. Numbm may not add due to t'OImdms. 
"t:.ntitt P'kn" mm to ~Ilfllon~als lIS wdlltS !nC()lJ!lt drew: rrom 'P'ProtIfiatiun Actkwis rOt" bovsmg.l&boI",:tM ~mhtsnali~, 

~ HltS's mktoslmul~km moo4el, mm on dati rrom,l1'1t Mlltl:h 199. Cumn! Pcptrl.tion Survey. 
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Tahle 1: 

TilE IMPACT OF CONGRESSIONAL PROPOSALS ON POVERTY 
Under The Pre:~TBJ: Money Income Odinitiun Used For Omdal PoVtr1y Sta1bUcI 

,­
Sil1lulrtu ('fTtcts cfMI\mplcrnt:nlaliqn in 1993 dollm 

£tr~d or 1993 Cb.n~u Ueuse nudget 1'111111: Senatt Bud!!,t Flul Conftrtntt AltftMent 

Entire Wdfare [min:: welrare Entlrt: 1 . Welrare 
Prior Law Current law Pllln Bill PI", 'Bill Bill"'''' 

Cbildren Under 18 , 
Number in Povmy (Millions) IB 15.5 16.0 16.0 15,8 15JI 1S,8 I.U 
Changi!!i from Curnrd Law 05 0.5 0.3 0.3 OJ 0.3 

Poverty Rate (peteent) 22.3 22.3 2:U 23J 22.8 22.8 22.8 22.8 
C.han~e FroM Cunem Law 0.7 0.7 0.5 0.4 05 O. 

FamiJir3With Children 
Numba In Poverty (Millions) 26,:5 26,' 27.5 27.2 27.2 27.2 nl 

- Change From Cummt Law 1.0 '"1.0 0.7 0.6 0.•0.' 
Poverty Rote (Percent) 18 ~ 18.) 19.0 19.0 18.8 18.8 Ift.8 18.8 
Change From Cl.tm':nt Law 0.7 0.1 05 0.' 0,4 0.' 

I'ovmy Gap (Billions) H6 4t.6 $0.6 50.6 4H) 46,9 .'.7 41.S 
ClulI'Ige From C\.Uttttt Law 90 5.4 5.3 6.1 '5.9 

All ~rsOn! 
Number In Poverty (Mlilio",) 31t.! 38-.8 39.9 39.9 39.5 39.6 J~.' 39.6 
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PACE 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT ANe BUDGET 

WAS\iINt)TC'Jtol, p.e. lll'm 

THt~C'I'DR 

The Honorable Newt GinqriOh 
Speaker of the House of 
Repre~entat1ves 

Washinqton, P.C. 20515 

Dea.r Mr ~ Speaker: 

~ am enclosing tor the consideration or the congress the 
Administration'$ ·WorK First and Personal Responsibility Act ot 
199G f fi a comprehensive proposal to ref~ the Nation's tailed 
welfare system~ The President remains committed to working with 

. tha ConqrBss to pass abipartiaan welfare reform bill this year
that honors the VAluQG of work, rQcponsibility, and family. 
This proposal will end the currant welfare sy£tem by requirin9
work. demanding r.sponsibility# stran9thenlng families, and 
protec:ti~g c~ildren. . . 

Onder. this leqislative proposal, everyone who can work must 
go to work, and no one who can work oan stay on welfare 
indefinitely. Tbis proposal replaces Aid to Families with 
Dependent Children (AFDe) with a time-limited benefit 
conditioned on ~ork. It imposes tou9h work requirem.nts ana 
time limits, including a litetime limit ot five. years for 
receipt Of welfare benefits. It gives States the means to 
~rovide child care that is essential to imposing tough work 
requirements and moving people ~rom welfare to work. States ~re 
given broad new flexibility to tailor welfare reforms to local 
needs, but are also hald accountable for eontinuin9 their 
commitment to ~OVe people from welfare to work. ·The proposal 
permits adjusting to enanging aconomic circumstances and 
provides vouche~s to meet the most basic needs ot children in 
families Whose benefits end. 

The work First proposal demands responsibility as well~ It 
inoludes the toughest ehi"ld support enfot"cfUI1e.nt measures ever 
proposed.. The propoaal requires minor mothe.rs to live at home 
and stay in school as a 'condition of receiving assistance and 
gives States the option to deny additional benefits tor 
addition~l ~hildren born to parents who are on welfare. 

The proposal ~chieves significant savings by reforming the 
Food stamp and Child Nutrition programs, while preserving the 
national nutritional safety net~ The Congressional Budget
Office estimates that these reforms would save almost $22 
billion over seven years throu9h provisions such as counting 
energy aS$istance as income and touqh new program integrity 
measures to crack down on Food stamp fraud. The proposal qives 
states unprecQdented flexibility to administer the Food Stamp 
program, with n6~ work requirements and time limits on eble­

http:mothe.rs
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. 
bodied, childless adults. It continues to index basic benefits 
with 1nfl..tion, better targets food sl.\bs-il'1ies tor tamily day 
care homes, and makes other adjustments 1n the Child Nutrition 
program. The proposal protects children by preservinq the 
school lunch program and important child weltare programs for 
ab\1sed and disabled children. 

The proposal achieves substantial savings in other areas by 
requiring sponsors who bring immigrants into the country to be 
held leqally responsible for their financial well-being, and by 
b&tter targeting eligibility for childhood disability benetits,
It also includes two provisions that are part ot the re~ntly 
enacted Public Law 104-121. The first prOVision modifies the 
Social Security Act to deny b&nefits to adults who are on 
Supplemental Security Income due to druq.abuse or alcoholism. 
The seoond provision improves pr09r~ integrity meaSUres through
expanded c.ontinuinq disability reviews. ' The savings from these 
enacted proposala should be applied towardc the total .~vin9$ to 
be achieved through welfare reform~ 

The Administration'» welfare reform proposal reduces' 
spending by $41 billion over seven years. This total includes 
the $3 billion in savings retultin~ froro the enactment of Public 
Law 104-121 and reflect& interactions with Medicaid proposals in 
the President's FY 1991 audget. 

I urc;;e the Con!]X'ess to act favorably and expeditiou,sly on 
this important propolial. WaHare reform is at the top of the 

.President's and the Nation1s agenda. The Administration i& 
confident that agreement can be r.acbed this year on bipartisan
welfare re!onn legislation that i$ tough on work and 
rQ~ponsibility and SQrve~ the interests of o~r Nation's 
children. We look forward to working with the conqress to 
achieve this urqent national goal. 

Sincerely, 

Alice M. Rivl1ri 
Dir4tctor 

Enclosure 

Identical Letter Sent to the President of the Senate 
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OYERVlEW 

This report provides two analyses: (1) an analysis of the plllentiol.irnpac! on PPYW ofth. 
House and Senate welfare reform bills and Senate Democratic alternative, and of the House and 
Senate budget plans; and (2) an analysts of the distributiQoat effects of the House and Senate' 
budget plans and a preliminary analysis of the Administration', plan. 

Today. millions ofpoor children are stuck: in a welfare system that disCourages work and 
responsibility, breaks up families, and fails to move people from poverty to independence. Most 
Americans, without regard to party. agree that we must reform welfare by imposing time limits•. 
requiring people to work. demanding responsibility,from young mothers and fathers, and 
strengthening families. 

Over the past two-and~a~balfyeaTS, the President has taken executive action, encouraged 
stale experimentation, and spearheaded national legislation to reform the nation's faiied welfare 
system, He cut taxes for working Americans by expanding the Earned Income Tax Credit 
(EITe), which re\\'ards work over welfare:'he signed an Executive Order to crack down on 
Federal employees who owe child support; he has granted 35 States the freedom to experiment 
with initiatives to move people from welfare to work; and he directed that Federal regulations be 
strengthened to prevent 'A'elfare recipients who refuse to work from getting higher food stamp 
benefits when their welfare checks ATe docked, 

Throughout the welfare reform debate, the Administration has caIled for measures that 
will maximize the opportunities fOT families to work their way offwetfare and out ofpoverty, and 
minimize the risks to children if they do not. The President endorsed the welfare reform bin 
sponsored by Senators Daschle, Breaux, and Mikulski. which every Senate Democrat supported, 
'When that measure failed, the Administration worked with Senators in both parties to secure 
important improvements in the final Senat~ bill. In letters to Congress on welfare refonn and 
budget reconciliation. the AdminiStration has repeatedly caUed for other improvements" 

. . 
As the President said in his Sept. 16 radio address, praising the bipartisan improvements 

that the Senate made, 

Despite the progress we've made, our work isn't done yet. We'll be 
working hard on this bill over the next few weeks to make sure the right 
incentives are there to move people from wtifan: to work. to make sure 
children are protected. and that states not omy share the problem. but have 
the resources they need to get the job done: And we'l be working hard to 
build on the bipartisan progress we1ve made this week. 

• 



In tha.t spirit. this report recommends: 

• 	 Maintaining and strengtbening improvements in tbe Senate welfare reform bilt 
Providing the child care that mo(hers need to'~eave welfare for work; requiring states ~o 
maintain their financial effort; providing an adequate contingency fund to protect states 
and families in economic dov.1ltums, giving states perfonnance bonuses for transforming 
their welfare systems to place people in jobs; preserving child welfare. Food Stamps, and 
child nutrition programs; and letting states decide for themselves whether to impose 
policies Uk. the family cap 

• 	 Additional improvements in wtlfare reform: Providing vouchers to children whose 

parents reach the 5-year time limit and cannot find work; and preserving the $50 child 

support pass-through. 


• 	 A more balanced' deficit reduction plan: Rejecting efforts to cut the EITe; rejecting Ii 
Medicaid block grant; and moderating cuts in Food Stamps and Supplemental Security 
Income (SSl). 

• 	 A higher minimum wage: Raising the minimum wage, as the Administration has 
proposed, from $4.25 to $5,15 per hour ?ver two years. The real value oithe minimum 
"\yage is worth 27 percent less than in 1979 and. jfCongress does not raise it this year, it 
""ill be worth tess than at any time in the last 40 years. 

Done right, welfare reform v.ill help people move oft'welfare so they can earn a paycheck, 
not a welfare chetk. Done wrong, it will cause harm and fail to transform a broken system. With 
House and Senate committees meeting to work out their differenc~s on their respective welfare 
refonn and reconciliation bills, this report underscores the importance ofworking on a bipartisan 
basts to build on the Senate's progress, not turn back toward the House legislation. 

Any serious plan to balance the budget in the coming years will include some cutS in 
programs that affect low*lncome Americans. We must make sure, however. that the cuts and 
benefits in • budget plan are distributed equitably, and that program reforms are designed to 
reward work and independence so that people can lift themselves and their children out of 
poverty. 

After all, this yeats efforts to balance the budget come after two decades oru;«ime 
stagnation and rising economic inequality. Since the early 1970's, most Americans have worked 
harder and harder just to stay in place; many have fallen behind. At the same time, the gap 
between ri\::h and poor has reached its widest point since the government began to track at in 
1947. 

From the start. the President's economic program was. designed to address' these two 
problems. The Administration worked with the 'last Congress to cut the budget deficit in order to 
increase national savings, freeing up capital with which businesses could invest and. thus, create 
more high.wage jobs. While freezing overall discretionary spending, the Administration shifted 
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publlc resources toward investments in education and training in order to enhance the skills of our 
.futurt- workforce. enabling them to compe;e benet in the global economy, Because trade~related 
jobs, on average, pay more than other jobs, the Administration opened new markets across the 
globe for U.S. goods. Because no working family should have 10 live in poverty, Ihe . 
Administration sought to 'make work pay' by expanding the ErrC. 

As the distributional analysis shows, both the House and Senate budget plans would' 
exacerbate the trend toward rising income inequality; they would provide huge taX breaks for 
those who don't need them and finance them with deep cuts in benefits to middle.. and tow"income 
families with children, With the combination oftax. income'and·health benefit changes taken into 
account, families eaming under S50,OOO would pay more while those e&ming over SIOO,OOO 
would pay less, Families with incomes of under $30,000 would be hit the hardest. 

The President's plan, by contrast. would minimize the impact of cuts on low,,: and 

moderate-income families with children, At the same time, it would target tax relierto working 

families v.ith children. 


On poveny, in particular, this report includes two kinds of tables, One uses the pre-tax 

cash definition ofincome that the Census Bureau uses for official poverty statistics:, The other 

incorporates a broader definition that takes into account tax policies such,as the ElTC and near­

cash in-lcind assistance, such as Food Stamps and housing. Neither definition includes proposed 

changes in health coverage. which would have dramatic impacts on low-income children - far 

beyond changes in Aid 10 Families with Dependent Children (AFDC). 


Under the broader definition ofpoverty, the House welfare refonn bill could move 2.1 
miliion children below poverty. Improvements included in the Senate bill have cut that number by 
nearly hale to 1.2 million. The Senate Democratic welfare bill could move 100,000 to 500.000 . 
below poverty. 

These numbers, however, do not reflect some gains that the Administration's economic 

pOlicies have made In reducing poverty. For instance, they do not reDect the recent Census 

Bureau finding that the number ofpeople in poverty feU by L2 million between 1993 and 1994, 

nor the fact tbat Food Stamp roll. have dropped by 2.0 million .inee Marcb 1994. 


Nt, one, of course., can predict the future ofpoverty with any precision. The 

Administration's poverty analysis is based O'n long-temt projections for fun implementation ofthe 

changes. which do not try to predict a number of important variables that far into the future ­
e.g.• job growth. marriage and birth rates, and the long-tenn behavioral impaer of. fundamental 

change i.n the culture of welfare. . 


If work-based welfare reform, lough child support enforcement, and. natioi>al campaign 
against leen pregnancy help promote work and responsibility and reduce births outside maliiage, " 
more people will lift themsdves out ofpoverty and fewer will find thernselves there in the first . 
place. If. however, we do not enact real welfare refonn that moves people from welfare to work 
and fails to reduce teen pregnancy and slow the growing rate ofbirths outside marriage! the 
-declines in poverty of,tne iast two years will b-e reversed, 



POVERTY ANALYSIS OF mE WELFARE REFORM 
AND BALANCED BUDGET PLANS· 

Changes in taxes and benefits proposed in the various budget and welfare plans will significantly 
affect income. Some of these proposed changes will move people across the poverty lirye. The 
poverty line was developed in the 1960's based on the amount of income estimated to be 
necessary for a family to 'sustain itself. It is adjusted AMually by changes in the consumer priee 
index, and varies by the number ofchildren. elderly. and other persons in the household. In 1994, 
the average yoverty threshold for a family of four was $15,141. 

This analysis is complemented by the study ofdistributional effects and provides estimates of the 
various welfare bills' and budget plans' impacts on the number ofpeople below the poverty line. 
The Office 6fManagement and Budget coordinated an effort in whieh the Department ofHealth 
and Human Services. with the assistance ofmany other agencies. used computer models to 
produce these estimates of the poverty effects ofvarious budget alternatives. 

This analysis i~cIudes two kinds of poverty tabies. One uses the pre~tax cash definition ofincome 
that the Census Bureau uses for the official poverty statistics. The other table incorporates a 
com...,.10ruy used alternative definition of income that is broader than the official poverty definition 
and takes into consideration a wider range offactofs relating to income, It includes, for example, 
the effects of Federal tax policies (including the Earned Income Credit) and near~cash in..kind 
assistance programs such as Food Stamps and housing progoims. The discussion below 
references only the broader definition. Neither definition includes proposed changes in Medicaid 
and Medicare. 

The following tables compare the potential effects of the House and Senate balanced budget plans 
on the number ofpersons and children 'With incomes below the poverty line, and estimate the 
effects these proposals have on the size of the poverty gap - a measure ~fhow shon of the 
poverty thresholds a family's income faUs. The tables also show the separate effects of the 
House-and Senate~passed bills welfare bills and the Senate Democratic welfare reform alternative, 
which every Democratic 'Senator supported and the Administration endorsed, The analysis 
estimates the impact on poverty at fuU implementation, which will be reached in most program 
provisions no later than :WOS. 

How should th",. results be interpreted? 

A poverty study complements the distributional analysis that follow, - but h cannot provide as 
much infonnatlon, There are severai reasons why the distributional analysis provides a more 
comprehensive picture: 

.. Estimating the change in the number ofpeople below the poverty line does not necessarily 
provide information on the change in individuals' well~being - it only shows how many of" 
those currently above the poverty line move below it. For example, a measure ofpoveny 
status cannot show the signifieaot impact of income loss on the millions offamilies already 
below the poveny line. 
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... 	 E5~imating the change in the poverty gap gives some information on how far below the 
poverty line people's income moves. However, policies that affect those who are 1004 to 
25% above the poverty line will not have an appreciable effect on the poverty gap - but 
will be highlighted by • distributional .nalysis, 

• 	 There is no commonly agreed-upon way to include in a poverty analysis the effect of 
changes in health coverage which are dramatic in both the Hous. and Senate budget plans, 
While the lost health coverage is included in the distributional analysis, it is not part of the 
poverty analysis. 

SUMMARY OF RESULTS 

Progress sincf! January 1993 

The policies ofthls Administration have already reduced poverty in America and will help ,to 
offset the potential impact on poverty of possible cutS that could be enacted as part of any effort 
to refonn welfa:-e and balance the budget: 

Effect oj /993 changes, The EITC and Food Stamp changes enaCted in 1993 had a significant 
impact on low income working families. At full implementation. these changes would move J.4 
million per!>Ons, including O.S million children, out of poverty under the post-tax.. post near~cash 
transfer definition ofpoverty. (See the first two columns in Table J.) The current House- and 
Senate-passed budget plans would repeal signHicant portions of these expansions. 

Economic progress, The Clinlon Administration has cut the deli cit in half and e"Panded the 
economy, The Census Bureau recently reported that in 1994 there were already 1.2 million fewer 
poor people (including 0.6 million children) than in 1993, under the more comprehensive income 
measure, Similarly, the Food Stamp ioUs have dropped by 2,0 million people since they peaked in 
March 1994, 

H()ust! and Sl!nnte Welfare Reform Bills 

J.Vumber ofchildren in poverty. Under the broader definition of income. the House welfare 
reform bill could move 2, I million children below poverty, Improvements included in the Senate 
bill cut that number by nearly half; to L2 million, The Senate Democratic welfm ,efonn bill, on 
the olher hand. moves only 0.1 million to 0.5 million children below poverty', 

Variables not included in poverty analysis. It is important to put these numbers in perspective. 
The poveny analysis is based on long-term projections that do not attempt to predict a number of 
important variables far ¥ttc the future: effect ofdeficit reduction on job gro'Wth~ marriage and 

lrhest estItTWe$ oithe SenAte Dcmoemic bill II't prtliminlry. Tbt: $cnate Democratic welWc: ~rOtrn till! is being . 
moOclr;i, but rt:sullS m nOI ready ye'" The povcrt)' tfftcl1 1ft mu:h smtlln than tMl oftht bill$. tha! wtte p.used bceluse it ~s.utc:S 
Stlte5 MVC' Adequate funding for work pttigttm and child~, cnJUftt Ihal childrm can rccei\lt ~chm for htlU$ing and other 
fltc:ola{\cr wit p.lmIlS releh the: lime limit (ot n::c.eivinl e.t.S,h WiNRO(~ entll1'C$ StaIC$ hive adeq;we funding (or benefit!: n:Jardltu 
off1lc o:ooamy. and hu mud! mu.Ut1' tlIU in SSlamf food prOJI*m$. 
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binh rates: and the long-term behavioral impact ofa fundamental change in the culture of welfare. 
Ifwork-based welfare reform, tough child support enforcement, and a national campaign against 
1een pregnancy succeed in promoting work and responsibility and reducing births outside 
marriage, more people ~iJl move themselves out ofpoverty and fewer peop'e will find themselves 
there to begin With. 

House ond Senate Budgt!l Plans 

Number ofchildren in poverty, The House budget plan could move 2.3 million children into 
poverty, The Senate budget plan could move L 7 million children into poverty - as many as OA 
rniUion.as aresult ofdeep cuts in the EITC. . 

Health care cannot be included in poverty analysiS. The House and Senate budget plans would 
put millions of poor children at risk of losing mtdical coverage. These effects are not included in 
the poveny .analysis but they would make millions of children worse off. 

POLlCY RECOMMENDATIONS TO PROMOTE WORK AND 

MINIMIZE THE IMPACT ON CHILDREN 


AIly comprehensive plan to balance the budget within the next decade MIl require spending cuts, 
. somt of which wiil affect low~jncome Americans, In its balanced budget plan. the Administration 
-has sought 10 make sure that cutS and benefits are distributed equitably. 

Throughout the budge: and welfare reform debates, the Administration has caned for measures 
that wiIl maximize,the opponunities for families to work their way otT welfare and out of poverty, 
and minimize the potential risk to children if they do not: Many of these improvements were 
included in the Senate~pas:sed weJfareuform bill. Others have been recommended repeatedly by 
the Administration in letters to Congress on welfare reform and budget reconciliation. 

The follol'>ing 'policies which the Administration has called for would signiJiClUltly deer.... the 
potential impact on children. :and increase the prospect that people will bring their fami!ies out of 
poverty through \iVork: . 

A M.i.wi••nd Strengt ••• Impro.."",1tIS i. th. Se."'. Welf.... Reform BJI/ 

The Senate adopted a number ofbipartisan improvements over the House bin that sigiuficantly 
increase the prospects for people to leave welfare for work and reduce the risks that children will 
,be h.rmed, These include rejecting House provisions that would block grant child welfare and 
child nutrition programs and mandate the family cap and the cutoffofunwed teen mothers, and 
instead adopting the following measures to promote work and protect children: 

• 	 Child Care, The poverty effects of welfare changes depend in latge pan on how JruIIly 
people get jobs, In panicular. welfare reform should provide the child care mothers neOd 
so they can le.ve welfare for work, The House bill cuts child care funding, The Senate 
increased child care funding by $3 biliion over the next five years,' But the impact of that , 
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improvement is not captured in this poverty analysis because the child care funding 
increase in the Senate biU expires after the year :WOQ, (This analysis is modeled on fuU 
implementAtion: generally 2002,) Making that increase in child care' permanent would 
reduce the pOver1y impact in two ways: by improving the prospects for recipients ~o leave 
welfare for work, and by reducing the pressure on States to divert money away from. 
benet'lts in, order to pay fC:f child care. 

• 	 Contingency Fund and /tlaintenance ofEffort. Another critical variable is bow States 
respond, especially in the event of an economic downturn that would increase caseloads 
and r.educe revenues, The House bill includes an inadequate rainy day Joan fund and no 
requirement for states to maintain their effort. The Senatt bill includes a 51 biliion 
contingency grant fund and an 80% maintenance ofeffort requirement. The 
Adrrtiruslration has sought to maintain and strengthen these improvements through a 
tightly drawn. permanent maintenance. ofeffort provision and a contingency fund with a 
more effective trigger meChanism and a greater amount offunds in reserve. The 
Administration and eBO project that the current Senate contingency fund will run out in a 
few years even \\<ith a growing economy, so- it should be strengthened to pro\ide states 
and families greater protection in a serious T.ecession. 

• 	 Performance Bonuses. For welfare reform to succeed in moving people from welfare to 
work. states will'need to transform the culture ofwelfare to reward success instead of 
failure or the status quo. The House bill gives states a perverse incentive to save money 
by throwing people off the rolls, and lets them count people as "working" if they were 
simply cut off welfare - whether or not they have moved into ajob, The Senate added 
performance bonuses for states with successfui work programs, b,ut funded them out of 
the overall block grant. Providing additional money for performance bonuses·· rather 
than reducing the block grant to pay for them - would increase the number of people who 
leave welfare for work and reduce the number of children at risk.· 

B. Otht!T ImprcH'ements in Welfart: Reform 

The Adrrtirustration has recommended two other improvements to the Senate welfare reform biU 
that would reduce the potential impact of the final legislation on children: 

• - YOL/chers fol' ChUd1'4n. The Senate Democratic welfare reform bill, which the 
Administration endorsed, provided vouchers for children whOs.e parents reach the 5~year 
time limit and cannot find work, ~uiring or allowing states 10 provide vouchers in the 
amount of the child j s benefit after the time limit would reduce any potential impact by 
ensuring that c,uldren receive adequate housing and other necessities. 

• 	 Child support/Of' AFDCfamili~. Families on we!fare currently' receive the first $50 of 
chUd suppOrt that their abstnt parents pay, .The House and Senate bins w.ould eUminate 
this provision. 
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C A Itlore Balanced Deficit Reductiol/ Plan fmd Other Changes 

A more balanced deficit reduction plan would leave children much better off than the House.. and 
Senate-passed budget plans. The overall budget cuts in the House and Senate welfare and 
reconciliation bills far exceed the level ofcuts in the President's balanced budget plan. 
Moderating these cuts and enacting the following, changes would promote work and protect 
children: 

• 	 Do not cut the EITe. The House and Senate budget plans would undermine rewards to 
work by cutting assistance to people who work - often at low wase jobs, The EITC 
changes in 199) led to • significant reduction in poverty, while the EITC cuts in tbe 
Senate budget bill could lead to an additional 0.4 million children mo,ing below the 
poverty line. Retaining the current EITC ,ewards wo,k and reduces poverty. 

• 	 CutfCWl!t cu"tnt SSI I'ecipientsjrom the rolls. The Senate bill would cut off 160,000 
children curren,ly receiving S5!. The House would cut even deeper. Applying changes 
only on a prospective basis would lessen the poverty impact. 

• 	 Moncrate Food Stamp t'uts. The House cuts Food Stamps 26% by 2002; the Senate 
19%. The House bill puts an inflexible cap on food s!amp spending. which could leave 
working families vulnerable in an economic downturn. Moderating the cuts to the levels 
suggested by the Administration would substantially reduce the poverty effects. In 
addition. to ensure the continuation of the nutritional safety net. food stamps should not 
be block granted, . 

• 	 "fodcrate immigrant CuIS, Both the House and Senate bins go too far in cutting benefits 
to legal Immigrants, and shifting costs to States with high numbers of immigrants. The 
Admirtistration supports holding sponsors who bring immigrants into this country more 
responsible for their well-being, bUllhese changes should be mad. equitably. 

• 	 Do not block grant MedicaI'd. While proposed changes in Medicaid do not show up in 
the poverty tables, the distributional analysis points out that they could have dramatic 
impacts' on children in low-income families, far beyond the cuts in AFDC. As the 
following distributional analysis shows, the 20010 offamilies with children with the lowest 
incomes would lose heal'h coverage worth $1,199 (Senate) to SI,271 (House). The 
Administration's plan, which rejects a Medicaid block grant. achieves a balanced budget in 
a more equitable way and minimizes the impact on children. 

• 	 ]ncrC/lSt! thr: minimum wage. The Administration has proposed to increase the minimum 
wage from $4.25 to $5.15 over two years. The ,eal value of the minimum wage is now 
27% below it. value in 1979. lfit is not increased thi, year, it will b. worth less tlian at 
any time in the last 40 years. This continuing decline in the real value oftb.minimum 
wage makes it harder and harder for parents to raise their children out ofpoverty and 
makes it mote and more difficult to m'ove people from welfare to ·work Increasing the 
rrunimum wage could decrease the poverty effect of the welfare and budget changes " 
wi!hout significant budgetary costs. 
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THE Dfl'ACT OF CONGRESSIONAL PROPOSALS ON POVERn' 
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Table 2: 

. THE IMPACT OF CONGRESSIONAL PROPOSALS ON POVERTI' 
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SENSITIVIIT OF POVERIT ESTIMATES 
TO TECHNICAL ASSUMPTIONS· 

nie following table (Table 3) shows how the eStimates ofthe poverty effect' oftbe Senate-passed 
welfare bill vary under alternate technical assumptions. The point estimates included in the 
comparison with other Congressional welfare bil1s and House and Senate.-pa5sed budget plans are 
in the column labeled "Intermediate Estimate", . 

Areas I~ss sensitivt' to technical assumptions. Estimates of the effects of the cuts in Food 
Stamps, SSt and the Earned Income Tax Credit are not very sensitive to technical assumptions. 
The effects oftnese cuts vary primarily by the population growth and economic assumptions that 
underlie the estimate of , the budget savings, where Admi.nistration and CBO estimates are similar, 

Areas more sensitive to technical assumptions. While a signmcant portion of poverty changes 
related to MDe are a function ofFederal budget cuts, the total AFDe estimate is rather sensitive 
to alternate assumptions. Three alternate t~hnical assumptions have been mode1ed~ alternate 
demographic and economic assumptions have not been modeled, As the table shows, the 
al:ernate assumptions modeled show the Senate.-passed welfare bill moving from 0.9 million to 
1.4 million children below the poveny tine.. If smaller deficits increase economic grO'Wlh, States 
increase welfare funding., or there is 8 decline in the numbers of out-of-wedlock births. the effect 
eouId be considerably less than 0.9 million. On the other hand, if the Na:Iion falls into a recession 
or States "race to the bottom" to cut assistance, the effect could be considerably more than 1.4 
million. 	 . 

ALTERNATE ASSUMPTIONS THAT HA lIE NOT BEEN MODELED 

In the long run, economic and demographic variables are among the most important detemUnates 
of welfare caseloads. Other than the differences. between Adrrunistration and CSO baseline 
assump:ions, alternative economic and demographic variables have not been modeled, The 
pOVerty effects ate also sensitive to alternative State funding levels that have not been· modeled" 

• 	 Economic Growth and UntmploJfflelit. An extended period of strong economic growth 
would reduce the poverty effects. Since AIDe recipients usually have • harder time than moSt 
finding and keeping jobs during a recession, and the House-passed biU in panicular has almost 
no countercyclical protection. the pOYeny effects would be greater ifunemployment rates 
increased substantially. 

• 	 State funding for bel'tejits* .The estimates assume States maintain current State funding leveis 
for benefits until recipients reach the time limi~ and then.use the time limit savings to fund 
work programs and child care. Poverty'effects would be greater ifStates reduc;ed their funding 
in a ;'race to the bottom" and smaller if States increased their funding t9 offset the Joss of 
Federal dollars. 

• 	 Marriage and birth TDtes. Some recent changes in birth rates - such as the sudden increase in 
the late 1980's - were not predicted, and had a tremendous impact on welfare caseloads. If 
work-based welfare reform, tough child sUpport enforcement, and a national campaign against. 	 . 
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teen pregnancy can reduce teen pregnancy, OU1-of~wedlock births, and/or increase marriage 
rates. the poverty effects \I,'i11 be smallec If out-of-wedlock birth rates continue to grow and 
marriage continues to decline. the poverty effects could be greater. 

ALTERIIA TE ASSUMPTIONS mATHAVE BEEN MODELED 

Three variations have been modeled for the Senate welfare bill. No variatio.ns have been modeled 
for the House bitl. These variations include: 

• 	 "''hal effect does tt time limit ha~ 011 employnunt7 The base estimate for the Senate 
analysis assumes that 40 percent ofparents reaching the time limit will find some kind of 
employment, The rang< ofhours worked and wage. received reflects the predicted earnings 
for long-term AFDC recipients, based on the. eamings ofnon.....\FDC single mothers with 
similar education. work experience, number ofchildren. and test scores, 

The more conservative labor supply column of the table assumes that only 20 percent of these 
parents find jobs. with most of those jobs being part·time, This assumption increases the 
number of children moved below the poverty line by 0.2 million. Tills assumption is consistent 
with those C~O has used in scoring the welfare bills. (There is no data on which to base an 
estimate of the (lumber finding employment. No parent has ever reached a time limit in any of 
the State weifare reform waivers that includes a time lirrut) 

• 	 fJ'har would AFDC look Iikt under cu"ent laW in 2002 l1"d JObS'! CBO's baseline projects 
slower program growth under current law than the Administration's baseline includes. These 
types ofprojections are inexact. Were CBO's program growth assumptions incorporated into 
these estimates, the estimate ofthe number of children moved below the povcny line_would be 
0.1 million fewer, 

• 	 What do StlJtes do Gfter the mandatory time limit? Waiver requests indicate that a number of 
States will want to end assistance completely when the time limit ends. Some States, however. 
may choose to pay cash bene-fits with State funds or provide in~lcind vouchers, IfStates with 
two-thirds ofth. national caseload provided housing and other vouchers worth the children's 
portion of the AIDe benefit: the number moved below the poverty lin. would be {),2 million 
smaiJer, 
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. SENATE WELFARE BILL SENSITIVITY OF POVERTY ESTIMATES TO TECIINICAL ASSUMPTIONS 
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DISTRIBUTIONAL A.i'iALYSIS 

OF THE BALANCED BUDGET PROPOSALS 


Both Ihe Administration and the Congress ha",,·plans to balance Ihe budget The proposals are 
similar in sevetil ways: the plans eliminate the deficit, provide tax cuts, and require spending 
reductions. However, the plans are Quite different in how they treat families at different income 
levels. By planning 10 vastly redute benefits to middle and low income families with children 
while providing substantial tax breaks to those with high inoome, the proposals passed by the . 
House and Senate shift the burden ofbalancing the budget to the most vulnerable families­
families with children and low or no wages, In contrast, the Administration reaches a balanced 
budget in a more equitable way by minimizing the impact ofcuts on low and moderate income 
families with cru!dren and targeting tax relief to non~weaJthy working families Vlith children.. 

WHAT ISA DISTRIBUI10NALANALYSIS? 

This analysis complements the Study of potential poverty effects by providing detailed estimates of 
the various' budget plans' impacts on families' incomes and health coverage. The Office of 
Manageme:u and Budget coordinated an efron in which the Department of Treasury and the 
Departmenl of Health and Human Services used computer models to produce these estimates of 
the various budget alternatives. Many other agencies also contributed to the analyses of the" 
provisions included in the budget plans. 

Unlike the poverty study, this analysis describes how the effects of thes. plans would be 
distributed across families at a range ofdifferent income levels. It illustrates which income groups 
will gain and which wi1l1ose under the various budget plans and estimates, in dollar terms, the 
change in income for each of these groups. The analysis is based on {\lUy-implemented policy 
~hanges. and is presented in 1996 dollars. 

WHAT IS INCLUDED AND WHAT IS NOT INCLUDED IN THE DISTRIBUTION? 

There are two components included in the distribution analysis. One component measur'es the 
effect of the various tax plans on the after~tax income ofhouseholds in different income brackets. 
The other is a benefit component, which shows proposed cuts in programs such as AFDC, SSL 
Food Stamps. child nutritiOn. housing assistance, energy assistance, federal retirement benefits, 
and some health henefits. 

The study focuses only on tax changes and changes in programs that provide direct income 
support and health coverage to individuals and families, Therefore, the stUdy does not include 
some significant componcnts of the budget plans now being debated by Congress that do not 
affect income or health coverage. For exarriple. the analysis does not include the effect of 
proposed reductions in education, job training, transponation, and public health programs, or the 
reductions in pro,ider payments in the Medicaid and Mediwc programs. 
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A more complete explanation of what was measured and how the analysis was conducted is 
in::luded in both the distribution tables and methodology section follolNing this discussion. 

RESULTS OF THE DISTRiBuTIONAL ANALYSIS 

An analysis of the effects of the Senate passed and revised House passed budget plans shows A 

dramatic imbalance. With the combination of tax. income support and health benefit changes. 
families with income below S50,OOO would lose while those with income SIOO,OOO 8J1d over on 
average would gain substantially. 

CbDngu in Taxes 

The Administration's plan provides tax relief to middle income families while: the Republican 
Congressional plans target upper income families, One comparison makes this clear, All three 
plans - House. Senate and Administration -- provide an average tax cut of 5250 for families with 
incomes between $30,000 and 550,000. The Republican plans, however, give 13 times as much 
in tax benehts to those v.itb incomes: ofS200,OOO and over as they give to those ,,-,th incomes 
between'$30,000 and S50·,000. and 40 times as large a tax cut as the Admirustration would give 
to those with incomes $200,000 and above. The Administration plan provides three times as' 
much tax rflie-fto those with incomes between S30,OOO and 550.000 as it gives to those with 
incomes of S200,OOO and above. 

Earned income TaX Credit. While tbe Administration's plan would give some tax relief to all 
income groups and maintain the EITC for working families, the House and Senate passed plans 
would increase taxes on lower income families through cuts in the ElIe. The House~passed plan 
would raise taxes on average for families with incomes under S.10,OOO. The Senate-passed plan ' 
goes even further, raising taxes on average for fa.milies witb incomes under S30.000~ while gh,ing 
.hose "ith income of$200,OOO and over an average tax break ofS3,416 .. 

Reductions in Benefits A/futing Income 

Both the House and Senate passed budget plans have proposed very deep CUtS in income and 
other assistance programs for low income families, To balance the budget. improve efficiency and 
encourage work. the Administration's plan also includes cuts to I,ow..income benefit programs. 
While the benefit reductions in the Administration's plan for families "ith income below $)0,000 
would reduce their average _uAl income by only S64, tbese same families would suffer a S411 
loss in income under the House plan. and a $252 loss under the Senate plan. 
\Vorse yet, the deepest cuts passed by the House and Senate affect the poorest 20010 offamilies 
with children (those at or below 121% of povel't)'). Their average income would decrease by 
$1,549 (10.8% ofincome) under the House pl8J1 and S825 peryw (5.8% ofincome) under the 
Senate plan. 
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RcducnolU il1 Health Coverage 

The contrast between the Administration plan and the House and Senate passed bills is even 
sharper when ,changes in healtb coverage are considered. The Administration plan would obtain 
Medicare savings from reform of provider payments and, 'With respect to Medicaid, would reduce 
disproportionate share payments and modestly reduce per capita payments. Medicaid would 
continue as an entitlement, and coverage would continue for everyone who is eligible under 
current law - with all poor children.covered by 2002. As a result of these policies, there are only 
modest effects on families (St.tes may reduce some optional services). In addition, the 
Administration plan would help people continue their health insurance when they lose a job that 
provides it Medicare recipients would see tbeir costs drop. as provider payment reroons wiU 
reduce co~payments_ 

The Republican Congressional plans. on the other band. will increase costs for Medicare 
recipients and may end the Federal guarantee of Medicaid covetage for many low income 
children. disabled. and elderlY_ The Hou,e-passed bill would reduce annual health coverage by 
$493 for the average household below 530,000·- and 51,271 for the lowest quintile offamilies 
with children (those below 121% ofpovcny). The Senate-passed cuts are as deep ~~ reducing the 
annual value of health coverage by $496 for the average household with income below $30,000, 
and by $1. i99 for families with children below J21% of poverty, 

COMPARlSON OF TAX AND BENEFIT CUTS 

\Vhile it 1s not entirely clear at what income level families on average are helped rather than hurt 
by the Republican Congressional plans, one thing is clear - they hurt f.milies below 550,000, and 
help those above $100,000. 

Families below $]0,000. The House-passed plan gi"", these families an average tax cut ofS II . 
while cutting aMua.l income a.nd health assistance by $904. The Senate actually raises taxes on 
the average family in this income range, while cuning h~th and income assistance by S748. 

Farni/i", between 530,000 and S50,000. The Administration and Republican Congressional 
plan, would giv< these families approximately $250 on average in U!X relier However, tbe 
House~passed plan would on average cut their inc~me and health assistance by more than that 
amount - $294 - and the Senate-passed plan would cut it more - $385. In addition, t!tere are a 
lot ofservice cuts - such as education and training - that arc not included in the analysis. ' 

H.useh.lds 1100,000 and ab."". The House-passed plan would give these families an aV'I1Ige . 
of 51,613 in taX benefits, and tbe Senate~passed pian gives SI,642. At the same time. the Senate 
plan would reduce these upper income families' annual income and health coverage only $376, the 
Hou,e plan even less - $155. 
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WHAT DO THE RESULTS OF THE DISTRIBUTIONAL ANAL rSIS SHOW? 

This study illustrates that the cuts in the Republican budget plans disproportionately affect low 
and middle income families - especially families with children. This imbalanced impact is 
especially striking when looking at the cumu1ative tax and benefit cuts across different income 
levels. An overall picture of the House and Senate passed budget plans reveals that cuts in 
benefits get deeper and deeper for families with lower and Jower incomes. Alternately, the tax 
breaks get Jarger as one goes up the income scale. For ex-ample. 2(}"1/t) offamilies \\-ith children 
with the lowest incomes would lose an average of$I,549 in annual income and S1,271 in annual 
health coverage under the House budget plan - for total benefit cuts of 52,820. Under the same 
plan, fa."nilies with inc.ome ofS200,OOO and over would receive an average ofS3,2691n annual taX 
breaks. So while low income families with children would lose over 52,800 in assistance. those 
with high incomes would receive over 53,000 or more. 

These plans, jfenacted, would further exacerbate a troubling 20 year [rend toward an increasing 
degree ofincome ineqUality. The results raise a fundamental question, Do we as a nation want to 
con:inue an effon to reward work and raise the incomes orlo\\' income families? Or do we want 
to move in the other direction, by cutting benefits and by limiting the rewards for work for low 
income families in order to give tax breaks to the people at the top of the income distribution? 
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Totallnconte And Htalth Covera:t' CUlt 
Lesli thm $)0,000 '0% ·1904 «$748 ·$42 
530.000 to 150,000 21% .129' ·SlS' $7 
.5$0,000 (o$IOO,OQO 27% ·$160 -1261 ·$14 

Ovet 1100,000 12% ·1155 ·S376 SI' 

Ta, Benefiu 

Less l.'1ar. $30,000 '0% III .$51 S16 
$30,000 10 S50,000 2W, 5251 12.9 sm 
$50.000 to $100.000 270/, S648 1700 $473 
Over S:OO,OOO 12Y. 51.6lJ . 11.642 $287 
Over $200,000- '3% 51.269 53,416 $82 
Top I~' 1% 55.422 55.626 SOl 
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T.bleS 

Aggregate Changes in Tax Benet1ts. Income, and Health Coverage 

By Income Group 
 -

Houst. Sen.&te. acd Adminutration B.laoctC Bydelt Plan. 

DollaN in Billions 

Pe'tul'lt of House Sudgt:t Senate Budget Administration 
Fa.rruh.EliUU9mjc ll)ooe Families !!len Pl'" Elan 

Benefit C"tJ Affetlinglncome 


LeIss ilia., S30,OOO 40% ·$18.0 -SI1.0 ·$3.2 

$30.000 10 $50.000 ll% ·$2.8 ·$2.2 ·SO.5 

£50.000 to S100,000 27% ·$l.O ·Sl.7 ·$0.6 

Over $100.000 llli zm:! :1U ~ 
Total 10O'Y. .S2J.5 -517.l -54.7 

Ht'allb Covu.gt' Cut. 
Less tha., 530,000 40% .$2l.S .$21 7 SJ.O 

S30,OOO to $50.0(,)0 21% ·$l.9 ·S5.6 SO.6 

S50,000 to 1100,000 21% ~$2.6 ·$4.9 50.2 

OverSIOO,OOO ;ll2llli :1U ru 
Tota' 100% ·$29.5 -5JU $2.3 

Totatwcotnt Aod Heahh CovenCt Cull 
Less than S30.OOO 40% ·$39.5 .$32.7 ·$2.2 

S30.000 to $50,000 21% ·$6.7 ·S8.8. SO.I 
$50.000 10 $)00.000 27% ·$4.6 ..S7.6 'S04 
Over Sl00.000 llli :Wl~ 1IU 

Total 100% -5SJj) -554.2 -51.4 

"Iu BeD~fit. 

Less thlIl $30.000 40%' SO.5 ·Sl.3 SI.6 
$)0.000 '" 550.000 21% $5.7 $5.7 55.7 
550.000 10 5100.000 27% $IU $10.' Sll.! 
OverS1OO.OOO 12% S21.6 .. Sl2.0 $3.8 
Ov.cr ~200.000 3% $9.1 S9.5 50.2 

Top 1% .Ill W 1IU SIU 
T(4.1 100% . 547.0 545J1 $14.' 

1'<1.....: S« "M~~ ofthiJ PIfI'!' fortbe ~ offmV.ly ~a- and. ~mUle 
~OCYw~mpUo.u L&Md ill tho: ~ 
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Table 6 

Tax Benents By QuinlUe 

g"""" s._, ud Adm_•• _ Budp! P!Jw 

family Economic 
In<:omt Qyirrtile HAAse lrud&,e! PlMi Setal£ audgct PI!!! Odmi!:j$(lJ1tsn Plw 

Avera,v:e Tax &nef'ru Ptt FamUy (In Dollars) 

1.0_- -$12 

$32 

-$26 

-m 
$12 

$57 

Thin! $242 $233 $242 

Fourth $530 $5711, $430 

Highen $1.'1<0 $1.380 $396 

Tep 10% $1.752 ~l,nl $243 

TopSI); $2.377 $2.416 $126 

Top l~, SS,422 $5.626 $6l 

Aggrtgalt Tax Benefits By IncoOlt Group (In Billions ofDoUars) 

1.0_ -SO.3 -SO,6 SO,3 

Second $0,7 <$1.7 $1.2 

Thin! $5.3 $5.1 $5.3 

Foonh $11.6 $'2,7 $9,4 

HighMt $29,3 $30,,2 $1!.7 

Top lQ'.1, $19.2 $19.' $2.7 

Top5~ $13.0 $13.2 $0,7 

Top 1~ $5.9 $6,2 SO, I 

N~.: S. "MfliiocIolOfY' MetioQ of um ,..Plt tof 'OK tkfi.llldoo offamil)' ~~ u6. tIocripUOCI orthl_lbo\kIIon 
-' ..U\lmplio/U w~ in !hI "ulyaa. Fl1l!.ily ~_rnic iIoc_ (FE!) ,.nb h(il,ll&boU. I>u.4 l1li- "liar ~~nc ujwWd falZliiy 
lo.:om. (A!'l) ""ku f.tmily _ iIv.c '"_. Jy. l1laIi1.qviDl.ik labia N-t 06 AfI iUld fEllrboWd IKII be _11K 1.OJCIb1f. 
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Low Income Fami1its With Childnn Art nit nard fly RepubUcan Budgd Propoul! 

Tota'lnrome And lIealch Coverage Cut! Affeding fAmilit! Wifh Children 


t..m.ut 20% Sctftnd 20% Third 20-'/. .·our1h 20-'4 lII~ht!lt lOY • 

.,$500 

-$1.000 

j... 
';i
b 

.,$ 1.500 

8 
ii 
02 

.,$2.000 

,S2.500 

-S:l.OOO CuI! In Annual Benelil! and !I••lIh Courage Per Family By Quintne (AFI) 
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Table 7 

BouSt, Senate, and Administration Balanced Budget Plans 

Effects of Spending Cuts On Families with Child",. 


A••rage In,ome and Health !;overage Lo" Per Family By Quinlile 


AdjU51~ Farml)' HOlut Bud,tt Piau !ica..« Budett-P'u Admlnhtration PlaD 
1n£2mt QulOlile _ l:l ,(In",m, :.,0"""", " pffneomc 

Stnefit Cut! AffedlD, IDromt 

Loll."t:sl .$1.549 .. 1O.St';. ·$$25 ~5,8% ·S224 ~!'6% 

S=nd ·$630 -2.7% ·$)85 ' «1.6% ~Sl14 .Q.S% 

Third .$191 -0.5% ·$160 . ..0_5% ·$41 ..0.1% 
Fou.tt.1) -$84 -0.2% ·$&5 ·0.2% ·$20 ·0.0% 

Hlshesl .$76 .Q.I% ·$97 ·0.1% .$ 14 ·0.0% 

Health Co'Vtngt CutJ 

Lowesl .51.271 .51.199 ·$g2 

Second .$55& ·$631 517 
Third ·$181 ·$240 $4$ 

FOW1h ·$&0 ·$ll8 $15 

High::st ·$60 ·$103 $5 

Tt)l.llnrome and Me.ltb Coveragt Cutl 

Lowt:$f ·$2.820 ·52.024 ·$)06 

S=nd ·$1.188 .$1.016 .$97 

Third ·$372 ·$400 $4 

Fourth .$\64 ·$20) $5 

Highest ·$1)6 ·$100 .$9 

Now: A4j1Slf4t..mily inoonv (AFJ) ruUu f&mil. buaId l1li thdr ~ .... ~ ofu. ~ liN. n- toIIIUhtI IIMWd 001 bit 
~ Y) Ito. IiI"fCl ito T"'~ II be<:;:aux Wftily ~~ c:IoC!I _ incl\l6i: !am.it)- Jiu in \he ~~ Abo. w. IIblIi includes 
only !Imil;(S ~ d»1dren., v.t.m WIlt 6 itIeluOcJ ..n ~ 
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TableS 

House. Senate,. and Administration Balanced Budget Plans 

Effects of Spending Cuts On Familitl with Children 


Aggregate Income and Health Coverage Loss By Quintilt 


-
Adjusted Fa.rn.ily 
m<;;ow>; Q)li:uile Srntlk Budeet Plan Administration Plan 

Sellen! Cuts Atrectmg Inwme 
Lowest -$11.6 -$6.2 -$1.7 

-$4.8 -$3.0 ·SO.9 
-S1.4 ·$Ll ·SO.3 
·SO.6 ·SO.• -SO.2 

~.~ ~ 
Tot.' ·$19•• -SU.B .$3.1 

Health Co"e,.,e CUh 

LoweS! . ·$9.S -$9.0 ·$0.6 

Steend ·$4.3 ·$4.8 SO. I 
Third ·$;"4 ·S\.8 SO.3 
founh ·SO.6 ·SO.9 . SO.2 

Highest ,jlU ~ lQ.lI 
-510.3 -517.4 SO.I 

Toul Incomt and Health COH:raze Cuts 
LDw,$1 ·$21.2 ·$IS.2 ·$2.3 

S<rond ·$9.1 ·S7.8 -SO.7 
Third :52.8 ·S3.0 SO.O 
P..".,h -$1.3 -11.6 SO.O 
High'" ,Ill :.Wi ~ 

TDtal -$35.5 -$20.1 -$3.0 

'NlItc: Adjumd family ~ (Am fWa rllTlilil!J baNd «I1Mir ~ III • pcroIItIt otlht povmy liM. n-,. f'l!Nm Mould ftC( fit 
&ddd to I.t'~ fiJVIW In Tab!« 3 bco:ws.t _l'i~;: incomt _ nat mclwk ~J'I:siu'" \fie" rriinc&4M. Toukm&Y_.c:ld 
&Hi I/; fWJliSin, 
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METHODOLOGY 

RANKING HOUSEHOLDS AND DEFINITIONS OF INCOME 

Ranking Households. There arc two types ofdistributional ana1ysis included in ~his document. 
Table; which include change; in tax benefits are based on Family Economic Income (FEl). which 
does no' include an adjustment for family size. Table, which f()tus on spending cuts affe<ting 
families wi,h children are based on Adjusted Family Income (AFI), similar to analysis CBO h~ 
done in the past Figures in tables based on FE! and AFI should not be added together, since they 
do not rank families in the same way. In an FEI table. each quantile consists of2OCio ofall 
househoJds, ranked by absolute dollar income, An API table ranks famities by their income as a 
percent of the poverty threshold for a family ofrhat size. Since it adjusts for famity size, AFI 
places 20%. of persons into each quintile. rather than 20% offarniHes. In addition., the definitions 
ofincome are not idemical. ' 

Family Economic Income (FE}} Family Economic Income is a broad·based concept. FE! is 
constructed oy adding to Adjusted Gross Income ~nreponed and underrcported income~ IRA and 
Keogh deductions: nontaxable transfer payments such as Social Security and AFDC; empioyer.. 
pwv'ided fringe benefits; insidebuild~up on pensions, IRA's, Keoghs, and life insurance; taX* 

exempt imerest: and imputed rent on owner~occupied housing~ Capital gains are computed on an 
accrual basis. adjusted for inflation to the extent reliable data allow. Inflationary Josses onenders 
are subtracted and gains ofborrowers are added. There is aJso an adjustment for Acce1erated 
depredation of non-corporate businesses_ FEI IS shown on a family rather than a tax retum basis, 
The economic incomes of aU members ofa family unit are added to arrive at the fa.rnily's 
economic income used in the distributions. 

Adjusted Family Inco~ (AFl). Adjusted family income is derived by dh-iding family income 
(after·tax cash income plus food, housing, school lunch, and other near..cash assistance provided 
by Ih, government) by Ihe poverty level for the appropriate family size. 

MODELING OF TAX CHANGES 

The change in Federal taxes under the House, Senate and Administration plans is estimated at 
•1996 income level, but assuming fully phased in law 81ld long-run behavior. The effect of IRA 

proposals is measured as the present vaiue of tax savings on one yeats contributio~. ~ The effect 
of the prospective capital gains indexing proposal in the House plan is the fully phased in tax 
savings, multiplied by the ratio of the sum of the present value ofprospective capital gains 
indexing over 17 years to the sum of the present value offully phased in indexing over 17 years, 
holding realizations constant The effect On tax burdens of the capita! gains exclusion in the 
House and Senate plans and p~ospective indexing in the House plan arc based on the leVel of 
capital gains realizations under current law. Provisions which expire before the end of the budget' 
period and provisions which ~ect the timing oftax: payments but not liabilities are not 
distnbuted. The incidence assumptions for tax changes i, the same as for current law taxes. 
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MODEUJVG OF SPENDING curs 
Trus: analysis estimates the impact ofH.R" 4~ the reconciliation bill, and appropriations bins as 
passed by the Ho~se and Senate, Provisions ofHJl 4 that are analyzed include the AFDC block 
gr'''' and benefit prohibitions, immigrant provisions and changes to the S51 and Food Stamp, 
programs. Reconciliation actions that are analyzed include changes to housing assistance, 
Medicare, and Medicaid. A detailed list of [he provisions that are included in the analysis follows. 
The analysis also include,. preliminaty estimate of the impact ofpolicy proposals that are 
included in the Administration's budge! - which include changes to 5S1 eUgibility for children. 
Food Suunpprograrn changes, immigrant provision, and Medicaid proposals, 

The analysis focuses on changes in policy that win directly affect family income. It does not 
include the effects of changes in services provided, SlJch as more difficult access to health care 
services resulting from reductions in Medicare payments to' health care providers, or.reduced job 
training or Head Start funds. 

The goal of the study was to undertake a balanced analysis to obtain a credible, conservative 
estimate. As V.ilh most Studies this complex.. involving numerous assumptions, it can be argued 
that some aspects of the assumptions overstate and others understate the impacts oftbe 
proposals. Several factors and deciSions have contributed to what. on balance., is a reasonable 
estimate. First, as described above not all provisions are modeled. Second, the data do not 
identify all persons who would potentiatiy be affected by the program cuts, For example. the 

..analysis assumes that none of the Medicare proVider CUIS affect beneficiaries and the srud}' 
assumes that no states implement the option to block grant food stamps. These estimates do 
account fot interactions between proposals. 

Furthermo~. the model makes relatively conservative assumptions regarding state maintenance of 
effort in the AFDC and Medicaid programs and the labor supply response ofpersons who los. 
AFDe benefits. The study assumes that Slates do not reduce state spending in response to the 
block granting of AFDC, lnstead, it is assumed that states. at first, follow the Federalleed and 
keep aggregate cash benefits at the 19941evels implicit in the block grant. The study assumes 
that later they reduce average benefits per household to offset any caseload growth, and retain the 
savings resulting from time limits to fund work programs and child care, Under the Medicaid 
block grant, State funds would be matched up to • Federal cap, The study assumes that States 
would increase ,pending only enough to receive their full Federal allotment (thi' assumption only 
affects the estimate oft~e yaJue ofhealth benefits and does not affect the poverty rates). 

The study also incorporates a labor supply response to the time limit. For. estimating tbe effects 
ofthe House proposal, the labor suppJy response (i,e. the. subsequent work effon ofpersons who 
lose benefits) as,ume, th.t 20 percent orcases denied AFDC becau,e of the time limit will go to 
work pan-time at a wage rate equal to the median wage ofwomen who formerly received AFDC 
and then went to work, These assumptions are based the limited skills 'and work experience. 1ew 
scores on tests of aptitude, and chrome health and other problems'ofthes~ long..term recipie~ts. 
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The Senate assumptions. developed after the House analysis was completed. are based on the 
work ofacademic researchers and the work efforts of single mothers who don't receive AFDC 
but have similar characteristics. The study estimates that more than 40 percent oflong~tenn 
welfare,recipients will work at least pal1~tjme when they lose AFDC benefits due to the time iimit, 
The average earnings for all recipients, induding those with no earnings, would be $4,100 per 
year, and the highest ten percent would earn a~ average of$24,500 per year, 

The overall estimates in ~his analysis were obtained using the Department ofHeaJth and Human 
Services1 TRIM microsimulation model. TRIM (for Itansfer Income Model) is based on a 
nationally-representative sample of the norr-institutionalized U.S. population. the March 
Supplement oithe Current Population Survey, This survey ofabout 60,000 household, is 
conducted mO:'lthIy by the Census Bureau and the Bureau of Labor Statistics. Using the survey 
data. TRIM computes income. benefits, and taxes for each person under current law. then 
aggregates these individual amounts for U.S. tOtals. Thes~ current law totals can then be 
compared to similarly computed estimates for the alternative policies contained in the 
Congressional proposals" 	 . 

The tables that show impacts by income quintile and family type use a definition ofincome similar 
to that of the Census Bureau in calculating the official poverty count, but the definition caprures 
more fully the effects of goverrunent pOlides. For these tables, most cash and near-cash income 
as weli as taxes are counted when determining income. That is, this definition ofincome counts 
aU cash im~ome as the Censl.!s does, but adds the value offood stamps, school lunches, the Earned 
Income Tax Credit (EITe). and housing assistance and deducts from income the employee 
portion of Social Security (FICA) and federal income taxes. 

The tables compare the impact of the various plans with current law and show a single-year 
impact of the proposals as if they were fully implemented in 1996 dollars, The following 
proposals were included in each analysis: 

AJ.ALYSES OF THE HOUSE PASSED H.R. <I 

AFDC 
• Deny benefits to non...citizens. with certain exemptions 
• 	 Combine AIDC and related programs into a block grant and reduce spending. aceounting 

for both Federal and state reductions: 
• Impose a S-y..,. lifetime limit on AIDC receip~ with. 10% hardship exemption ' 
• Eliminate the $50 child suppon pass-through 	 . 
• Deny cash benefits to parents younger than age 18 with children born out-of-wedlock 
• Deny benefits for children born or conceived while the mother received AFDe 

26 




, . 

·SSI 
• Deny benefits to non..dtizens. with certain exemptions 

" Deny cash 55} Disability benefits to non-institJ:StionaUzed children; with some exceptions 


FoodStamps 
• 	 Deny benefits to non""itizens. wilh cenain exemptions 
• Limit the aMuaJ benefit incre8S¢: to 2% per year 

" Freeze the standard deduction at 1995 levels 

• 	 Reduce and freeze the excess shelter expense deduction at 1995 levels . 
• 	 Count state and local energy assistance as income when detennirung eligibility and benefits 
• 	 Require single, childless adults to participate in work or training after 3 ~onths of receipt 
• 	 Eliminate indexing of$1 0 minimum benefit for small households 

Child Support 
• 	 Increase paternity. increase the establishment ofsupport awards, and increase collections 

Nutritioti Programs 
• 	 Establish a schoo! nutrition block grant at reduced funding levels 
• 	 Combine CACFP, WIe, and Sununer Food into a single block grant with reduced funding. 

A,YALYSES OF HOUSE ACTIONS 

Includes all the provisions ofRR, 4 above plus: 

Housing 
• 	 Impose a mjrumum rent of S5G 
• 	 Increase the proportion ofincome paid for rent from 30% to 32% for Section 8 
• 	 Reduce the Fair Market Rent from the 45th percentile rent to the 40th percentile tent 
• 	 Eliminate new Section 8 certificates 

Medic(U'e " 
• 	 Increase pan B premiums from'2S% of program costs to 31.5%2 and eliminate the premium 

subsidy for high income b.neSd.ties, 
• 	 Reduce managed care benefits for beneficiaries currently enrolled in HMO's 

Medicaid 
• 	 Eliminate entitlement and establish a block grant at reduced spending to save Sl70billion 

between 1996 and 2002 

~or both the Conrmsional and ~dmilliitlW.tion pJlM, the llNi)'li$ wumn: l ~ «knlion Ofthf; MtldiW't P&t'I B . 
pmtliutn .1 2n-;. or pt'tlVtm COJU is part of the bur:hnc:. No cfi'ccU of cxtendifls it aft ineh,lOcd in ~ numb\:'n;, Under tUnt'n\ Law 
this provi&icn ~ .fler 199a. • 
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Other Actions 
• Eliminate the Low-Income Home Energy Assistance program (LlHEAP) 
• Increase Federa1 employee contributions to pension funds 
• Reduce the pension benefits of future Federal retirees 
• 	 Reduce direct payments to farmers and cap totai acreage in the Conservation Reserve 


Program 

• Combine several child care programs into a block grant and reduce spending 

ANALYSES OFSENATE PASSED HR. " 

AFDC 
• Limit participation and benefits of non..citizens. with certain exemptions 
• 	 Combine MDe and related programs into a. blOCK grant and reduce spending, accounting 

for both Fedcral and $late reductions 
• lmpose a 5-year lifetime limit on AFDC receipt. 'With a 201% hardship exemption 
• Eliminate the $SO child support pass-through·" 

.SSI 
• Deny benefits to non-citizens, including current recipients, with certain exemptions 
• Restrict S51 Disability benefits to children meeting the medical listings 

FoodS/amps 
• Limit participation and benefits ofnon~citizens, 'With cenain exemptions 
• Reduce and freeze the standard deduction 
• Count all energy assistance received as income when detenruning eligibility and benefits 
• Reduce the maximum benefit . 	 . 
• Require children 21 and younger in the household to file with parentS 
• Require single, childless adults to participate in work or training after 6 months ofreceipt 
• Eliminate indexing of S I 0 minimum benefit for small households . 

Child Support 
• Increase paternity. increase the establishment ofsupport awards, and increase collections 

Nutrition Programs 
• Round down reimbursement rates and delay indexation 
• Implement a two-tier mean.He$t for benefits in family day care homes. 
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ANALYSES OF SENATE ACTIONS 

Includes alJ the provisions o.f the Senate passed H.R. 4 above plus: 

Food Stamps 
, 

• 	 Reduce and freeze the standard deduction funher than in H.R. 4 

Housing 
• 	 Impose a minimum rent of $25 in public housing 
• 	 R.educe the Fair Market Rent from the 45th percentile rent to the 40th percentile rent 
• 	 Reduce the number ofnew Section 8 certificates 

Medicare 
.. 	 Increase Part B premium to S89 in 2002 
• Eliminate Part B premium subsidy for rugh income households 

" Increase the Pan B deductible to 5210 jo 2002 

" Red~ce managed care benefits for beneficiaries currently enrolled in HMO'S 


Medicaid 
.. Eliminate entitlement and establish a block grant at reduced spending to save Sl72 billion 

between 1996 and 2002 

Other Actions 
" 	 Reduce funding for the Lowalncome Home Energy Assistance program (LIHEAP) 
• 	 Increase Federal employee contributions to pension funds 
• 	 Delay tne cost~of·living adjustment ofFederal retirees 
.. 	 Reduce direct payments to fanners and cap tota! acreage in the Conservation Reserve 


Program 
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SSI 
• 	 Tighten eugibility criteria for receiving Sst benefits. 

FoodS/amps 
• 	 Reduce .pending while maintaining the federal entitlement, increasing Stat. flexibility and 

cracking down on fraud. 

Child and Adult Ca,.. F..ding Program (CACFP) Subsidies 
• 	 Target family day care home meal subsidies more. towards Jower income children, 
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