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AFDC-Related Provisions in Coalition and Senate Democratic Plans 

1996 1997 1998 1999 2000 2001 2002 7-year 
Coalition Plan 

Repeal Emergency Assistance 0 -865 -925 -1,005 -1,090 -1,140 -1,180 -6,205 
Flexible AFDC entitlement to States & misc. 29 201 406 591 694 651 676 3,248 
Work program 0 0 0 294 649 933 1,171 3,047 
AFDC-related child care (open-ended) 0 0 0 220 560 885 1,270 2,935 
Make At-risk (non-AFDC) child care discretionary 0 -295 -295 -295 -295 -295 -295 -1,770 
Expanded Transitional Medicaid Option Q 140 150 302 316 322 340 1,570 

29 -819 -664 107 834 1,356 1,982 2,825 
Senate Democratic Plan "

Repeal Emergency Assistance 0 -865 -925 -1,005 -1,090 -1,140 -1,180 -6,205 
Flexible AFDC entitlement to States & misc. . 73 414. 670 887 1,043 1,027 1,092 5,206 
Work program 0 75 261 531 929 1,368 1,427 4,591 
Child care (capped) 0 488 1,200 1,562 1,748 . 2,115 2,339 9,452 
Expanded Transitional Medicaid Option Q 160 180 380 420 450 500 2,090 

73 272 1,386 2,355 3,050 3,820 4,178 15,134 
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~ Chart E 
a.. FEDERAL CHILD CARE PROGRAI\1 LEVEL. 

HOUSE AND SENATE WELFARE QILLS, WELFARE CONf:ERENCE REPORT 
A (dollars In mll.llons) :ill 
ct: 

5 Year·· 7 Year 
1996 1997 1998 ~999 1000 2001 2002 Tota,1 Total 

$2.230 $2.326 .. $2.415 $2·,500" $2,588 $2,871 $2,758 $12,059 $17,488 
AFOC/JOBS len/lttsrrt6lil) 

HHS BASELINES (1) 
$134 $784 $829 $869 "$911 $945 $978 $4.127 S6.050 
$220 $2.34 $248 $260 $272 $293 $314 31.234 $1,64 'ITee (en/i:I&mllnlJ 

. , ~,~O $300 $300 $300 $300 $300 3300 $1,500 $2,100 
Child Care and Development Block Gran (di$(;('eliollfJIYJ 
At·Risk (clJ~d enlmel'l1llnl) 

$962 $993 $1.023 $1,055 $1,088 $1.116 $1.149 $5,121 $7.386 
o $1 $1 $1 $2 $2 $2 $2 $7 $11Child Development Associate Scholar6hl::lS (discrstionary)
I $13 $14 $14 $14 $15 $15 $15 $70 $WODependent Care Planning and Oeveloprrent Grant (disCielicnary) 

'.- . ..~ ~ HOUSE WelfareSm 

Child Care Block Granl (2) (dfwelionfll)') 
 $2,093 $2093 $2,093· $2;093 $2,093$2,093 $2,093, S1O.465 $14.651 
Child Care P:ogram Level Relative to Ba$ellne {J131) ($233) ($322) (S407) ($495) (5578) ($665) ($1,594) (S2,837: 

-6% ·10o/c, ·13% ·16% ·191>/.. ·22% ·24%PERCENT CHANGE IN PROGRAM LEVEL -13% .16°/ • . 
- , ,SENATE Wellsr" Bill " 

$2,580 $2,560 $2,580 $2,560 $2.580 $1.960 $1,960Total Federal Child Cere Program level (3) $012.900 $\6,860 
, S980 S980 5980 5980 S980 $980 $980Title 1 • Set-Aside (ClIpped entJtie'nBIII) $4,900 $6,860

'" ntle 1 • Additional Funding (GfJpped fHllltlf)ffltml) $600" $600 S600 S600 $600 SO - $0 $3.000 S3,000 
Title 6· Child Care and Oev, Blo(:it Granl (discrEilioilary) $1,000 $1,000 $1,000 $1.000 $1.000 $1,000 $1,000, $5,000 $7,000 
,...~. I ..,,"'" D ..I..U".. tn a. ...... ltne . $350 $254 $165 $80 ($8) (5691 ) ($778). $841 (S526) 

'o • . lVYc • IV,PERCENT CHANGE IN PR(>GRAM LEVEL ,'~ ¥ 'U 
.' 

; ,
CONFERENCE Report § 

$~.11-0 $2.240 52,320 $;(,400 $2,500 $2,625 $2,745Chi'd Care Block Grant 511,6.30 $17,000ct: 
lL Sec. E5SB (discrf)(ionaryl $1,000 $1,000 $1;000 .. · $1.000 $1,000 $' ,000 $1,1]00 J $5,000 S7,OOO 

Sec. 418 (ClppeCl6ntilollmf)n(J $1.170 $',240 $1,320 $1.400$~,50() $'1.625 S',745 $6,63() S10,000
t'1 

, 
Child Care Program Level Relative to Baseline ($60) ($86) ($95) (~100) ($88) ($46) ($13) ($429) ($488)V 

·3% -4% -4% -4.,.. ·3% .2% . ·0%PERCENT CHANGE IN PROGRAM LEVEL -4% .3°",U) 
.-f ,'. 

Nole~:U) 
(J) 
(J) ,. FY '~95 CUHeA'. 5trvi&e& t·udget. ~ .. 
.-f 2. The-1ous8 lIIelfac() bill (Title III) eSlatiis.he& a et.ifd Care Sock Grant as a discrelionary prcgram StlbJ4Ct to an·OlllI8PPJoprillioIlS . 
I 

ill 3. The Senate welare bUt pf(vides stalu with $7.9 bllllcn in child care funding over five years a6 a capped entlllerr.enl (TIlle I:, ancJ authorizes $5 lllilion for Ih~ 
(S) o stales I~' bmiDn/y~al) uncler Ihe Child CaJe and Ot;velopmenl 81DCk Granl as discreliorullY fUlldl1l9 stlbject to annual approp:lations. (TIUe VI). The capped 

W enlitlemenllundill(! includes i 54.9 blilio} ftve-yeer child care Jel·aside (~lIoeat6d at $980 million/year), plus an adtlilionar $3 tilllon lor the five yeil' period.
A FYIgge· FY2000. Subjeci it- hlrthet clrlifiealion. his tabla alocate!; the $3 billion ~vellly ($600 millionfyaar) over lI1e five yea' period. 
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Welf~e RefoIm Financing Options 


Dollars in Billions 

5 Year 10 Year 

4/11/94 16:45 Total Federal State Total Federal State 

Summary:. 

A. Program Savings 5.64 5.24 0.40 16.83 15.03 . 1:80 

B. Enforcement Savings 2.07 2.07 0.00 4.27 .4.27 0.00 

C. Extend Expiring Provisions 2.10 2.10 0.00 11,46 11.46 0.00' . 

Total: Financing Options 
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Welfare Reform Financing Options 


Dollars in Billions 

5 Year 10 Year 

4/11/9416:45 Total Federal State Total Federal State 

A. Program Savings 

.. Limit Emergency Assistance . 

.' 

• 	Make Current 5 Y~ar SSIDeeming Rul~ . 
Permanent and Extend. to AFDC and FoOd 
Stamps. After 5 Years, Continue Deeming for 
those Sponsers with AGI > 40K for'10 years or 
Citizenship. Limit Assistance toPRUCOls: 

• 	Income Test Meal Reimbursements.tO Family 
Day Care Homes 

• 	Limit Deficiency Payments to Those Making 
$lOOK orMore from Off':Farm Income per Year 

• 	Fair Transaction Costs 'with Graduated Interest 
Rates for Early Redemption of Sayings Bonds 

Subtotal 

B. 	Enforcement Savir\gs 
EITC: 

• 	Deny to Non·Resident Aliens It 

• 	Require Reporting for oob PersoJUlel 

Gambling: 

• 	Increase Withholding on Gambling Winnings 
>$50Kto36% 

• 	 Withholding Rate of 28% on Keno, Bingo, Slots 

• 	Require Iiuormati0t:ReporHng on Winnings 
> $10K from Gambling 

• 	 Treasury currently reviewing this estimate. 

1.50 1~0 0.00 

2.20 1.80 . 0.40' 

0.57 0.57 .0.00 

0.61 0.61 0.00 

..~\ 
0.76 0.76 0.00 

'0.13 0.13 . 0.00 

0.16 0.16 0.00 

0.52 :0.52 0.00 

0.25 0.25 0.00 

0.22 
1 

. 0.22 0.00 

4.00 4.00· 0.00 

8.70 6.90 1.80. 

1.72 . 1~72 0.00 

1.31 1:31 0.00 

•c.,C 
1.10 1.10 0.00 

~:i'::ii~!~;§~}l'i~'i~;i~l,~;'g~;::ii::ii~j',:!;~Q; 

0.33 0.33 0.06 

0.40 0.40 0.00 

0.78 0.78 0.00 

0.32 0.32 0.00 

0.61. 0.61 0.00 

DRAFT 2 
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Welfare Reform Financing Options 


Dollars in Billion. 

5 Year . 10 Year 

4/11/9416:45 " Total . Federal State Total Federal State: 

• 	 Limit Tax Deferred Annuity Inte~t Build-Up 
0.00 . 	 0.00, .of 100K/SOK per Year Annuities 	 0.80 0.80 1.83 1.83 

Subtotal 

. i C. ·Extend Expiring Provisions· 
~ 

o'V 
• 	Hold Constant the Portion of Food Stamp ~. 

Overpayment Recoveries that States May 

keep . 
 0.05 0.05 0.00 0.12 0.12 0.00 

• 	Fees for Passenger Processing and other Cu.sto~ • 
Services . . . . , . V~ , . 0.00 0.00 0.00 1.04 1.04 ' 0.00 

• 	 Extend Railroad Safety User Fees '~~ '0.16 0.16 0.00 OA1 . 0.41 0.00 . 
" 	 ." 0 0 
.~ 	 ,~ 

• 	Guarantee the Securities Issued in Connection 
with VA's Direct Loan Sales 0.08 0.08 0.00 0.16 0.16.' 0.00 

• 	Increase the Housing LoanFee to 3% for Multiple 

use of the guaranteed home loan program when. 

there is less than a 5% downpayment 0.03
0.03 . , 0.00 0.14. 0.14 0.00 

• 	Increase the Housing Loan Fee on most guaranteed 
, Loans by .75% (i.e., no downpayment loan fee 

increased from 1.25% to 2.00%) 0.14 ' 0.14 0.00 0.78 0.78 0.00 

• 	Extend VA's Authority to Consider Resale 
Losses in Determining Whether VA Should Pay .' 
the Guarantee or Buy the Foreclosed Property and 
Resell it 0.02 0.02 0.00 0.09 0.09 0.00 

• 	Coilect the,Cost of Treating Service Connected 
Veterans for Non-service Connected Conditions 
from Health Insurers 0.39 0.39 0.00 2.95 .2.95 0.00 

• 	 Some savings require additional administrative effort which may have d?scretionary costs. 

DRAIT 3 
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Welfare Reform Financing Options 


DolliU'S in Billions 

5 Year JOYear 

, 4/11/9416:45 Total, Federal State Total Federal State 

" 

• 	Collect Per Diems and Copayments'from Certain . ' 

Veteran's for Non-service Care . . . . 0.05 0.05 O~OO , 0.31 0.31 0.00 

• 	VA pensions and Medical Care Cost Recovery. 
Verify ve,teran's self-reported income data with 
the IRS and SSA 0.21 0.21 0.00 1.35 1.35 0.00 

• 	Cap means-tested pension benefits at $90 per .. 
month for veterans and survivors who receive . 

" . 
.. 

Medicaid nursing home benefits .' 0.19 0;19 N/A * 1.30 1.30 N/A* 

• 	Round down monthly benefit levels and provide 
reduced COLAs to beneficiaries grandfatheTed 

, into Ule new' survivors program 0.64 0:64' 0.00 1.98 1.98 0.00 

• 	Maintain GI bfnefit COLAs at 50%, Which. 
was to have been a full COLA in '1994 but was eliminated 
and reduced by 50% in 1995 in OBRA93 0.15 . 0:15 0.00 0.83 0.$3 : 0.00 

Subtotal 

Total: Financing Options 

Possible Alternative' 

• 	 Gambling Excise Tax at 4% 3.16 3.16 0.00 7.21 7.21 '0.00 

.. 	 This proposal represents a shift ·from federal vA costs to federal/sta te Medicaid costs. States would 
bea'r the cost of the federal savings. 
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. Welfare Reform Financing Options 


.A. 	 Program Savings 

. Limit 	Emergency Assistance 

• 	 5 year Federal savings: ,$1.5 B 10 year,Federal savings: $ 4.0 B . 
• 	 . cap each State's AFDC emergency assistance expenditure at FYl993 levels 

(with inflation adjustments for future years), m: . 
limit spending to 3% of a State's totalAFDC benefit payments from the past 
year (a grandfather clause could prote(:t States with large funding drops). 

• 	 specifics of this proposal. are still under .develqpment. . 

Tighten Sponsorship' and Eligibility.Rules "farNan-Citizens 

. SSI,'AFDCand Food.5tamps require· that part of a le~al immigrant SpOI'\Sor's i,ncome 
is deemedayailable to the immigrant fora limited time, should he/she need public 
assistance. The following tightens ,benefit eligibility'for non.;dtizens: 

• 	 5 year Federal saVings: $ 1.8 B . 10 year: Federal savings: $6.9 B ' 
•. 	 change the deeming period for AFDC and Food Stamps from three to fiv~ 


years, and permanently extend S5I's five year deeming provision, which 

reverts to three years until FY1997. 


. • 	 deeming continues for another five years for those aliens whose sponsors 
have adjusted gross income over $40,OOO~ 

• 	 Creates PRUCOL eligibility criteria in the S51, AFDC, arid·Medicaid programs 
similar to the tighter Food Stamps criteria. 

Income Test .Meal ~eimbursements to 'Family Day Care Homes 

• 	 5 year Federal savings: $.57 B 10 year Federal savings: $1.72 B 
• 	 Family day care homes in low~incomeareas 'rould receive reimbursement 


for all meals at the "'free meal" rate. ' 

• 	 Other homes could choose between: 

(a) not means-testing and thus receiving"'redU:ced price" r~tes, m:. 
(b) means-testing, in which case meals for children under 185% of poverty 
would be reimbursed at the IIfree meal" rate and meals 'for children above 
185% of poverty would be reimbursed at the "reduced price" rate. 

1 '. 



\', , 
'i' I 

, 	 ' , 

Limit 	Deficiency Payments to Those Making $100,000 or More Annually From Off
Farm 	 Jncome ' 

e ,5 year Federal savings: $ .61 B 10 year Federal savings: $ 1.31 B 
, ,e Producers receiving $100,000 or more in off-farm adjusted gross income' 

would be ~eligibl,e for Commodity Credit Corporation (CCC)cropsubsidies. 
" 	 , 

Graduated.Interest Rates for Early Redemption of $avings 'Bonds ,', 

e , 5 year Federal savings: $ :76 13 ,'10 year Federal savings: $1.1 B ' 
e , New savings bonds issued would initially yield 2%' interest; which would 

, gradually rise over 5 years to 4%. 
e Current outstandmg bonds' unaffected. 

,Enforcement Savings 
, ' 

Deny 	EITe to Non-Resident Aliens 

e, 	 '5 year Federal savings: '$ .13B io year Federal savings: $ .33 B 
e 	 'Deny EITC to nonresident aliens such as foreign students, professors, etc. 

Require' Income, Reporting for DOD Personnel,' for ErrCPurposes 

e 5 year Federal savings: $ .16 B , " 10 year Federal savings: $.4 'B 

e Families living overseas and on active military duty would become EITC 


eligible., ' , ' ' , 

e 	 To finance this, and P!oduce above savings~ DOD would report nontaxable 

earned income (such as subsistence and living quarters allowances) paid to, 
military personnel, overseas and stateside. This is count~d for EITC purposes. 

, Increase Withholding Rate on Gambling Winning~ 
" , 

e " 5 year Federal savings: $ .52 B 10 yec1r Federal savings: $ .78 B 

e Increase the Withholding rate of 28% to 36% for gambling winnings over 


$50,000. The odds, of winning would be irrelevant. 


Withhold 28% From Keno, Bingo and Slot 'Machine Winnings 

e ' 5year Federal savings: $ .25 B "lOyear Federal savings: $ .32 B 

e Impose 28% withholding on winnings over $7,sOO, regardless of the odds. 


(No withholding is currently done.) , 
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Informa'tion .Reporting o'n Gambling Winnings 

• 	 5 year.Federal savings:' $.22 B 10 year Federal savings: $, .61 B . 
• 	 Requires reporting on gambling, bingo, slot and keno winnings of $10,000 or 

more, regardless of the betting odds. (Reporting is currently required at 
. various winning thresholds, if odds are 300:1 or more.) 

• 	 ,State lotteries exempt. 

Limit 	Tax .Deferred Interest Build-Up of Large' Annuities 

• 	 5 year Federal savings: $.8 B 10 year Federal savingsl:' $1.83 
• 	 Prohibit tax deferral on interest accruing to annuities that pay annual 


. incomes over $100,000 for couples, $50,000 for single persons~ 


C.Extend Expiring Provisions 

. 'Hold Constant the Food Stamps Overpayment Recoveries States May Keep 

• 	 5 year Federal savings: $ .05 B 10 year Federal savings: $ .12 B 
• 	 . Extend 1990 Farm Bill provision letting States keep 25% of Food Stamps 


recovered due to fraud/intentional program violations." " . 

• 	 Extend the provision letting States keep 10% of Food Stamps recovered due to 

other unintentional errors. , .:. , . '.' .' ,"', 
• 	 ,This provision would extend the cUrrent recoveries rate structure which is set 

'to expire in FY1996.' '. 
" 	 , 

Fees 	 for Passenger Processing and Other Customs Services 

• 	 5 year Federal savings: $ 0 B ,10 year Federal savings: $ 1.04 B
:. Extend the flat rate charge for merchandise processing and other U.S. customs 

services. " 
• 	 The current fee structure, extended by NAFTA, expires after FY2003., 

Extend Raflro'ad Safety User Fees 

• 	 5 year Federal savings: $ ~16B " 10 year Federal savings: " $ .41 13". 
• 	 Extend (and expand) railroad safety inspection fees. 
• 	 . The provision would extend the fees throughFY04. Currently they are set to 

expire in FY1996. " . 

1 Preliminary staff estimate, based on extrapolation ,of prior year savings. 
. 3 
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Veterans: . 

Guarantee the Securities Issued in Connection· with.VA's Direct Loan Sales. 

• 	 5 year Federalsavings: $ ..08 B . . io year Federal savings: $ .i6 B, ; 
• 	 Currently, VA may sell its direct loans (i.e., mortgages held by VA) to the 


. secondary market. Secondary market institutions package these mortgages 

into ·securities and sell them to investors. VA has the authority through 

December 1995 to guarantee investors the timely payment of principal and 


. interest on the securities. Becaus~.this 'guarantee eliminates. risk to the 
investors, the investors will pay a higher price for the securities. 

• 	 Savings are net of increased costs due to increased default liability of this 

proposaL.. ". . . 


• 	 Permanently extending this provision would sustain the current higher price 
paid to VA for their direct loans sold to the se;condary market. 

Increase Housing Loan Fee lor Multiple Use of the Guaranteed Home Loan Program 
,. 	 :. . . 

• '5year· Federal savings: $ .03 B . io year Federal savings: $ .14 B 
• 	 The loan guaranty. program~ established to promote homeo-ownership among 

returning WWII GI's, guarantees mortgages made by private lenders to .' 
veterans, active duty service persons,and selected reservists.. . 

• 	 'There is no limit on how many times a beneficiary can use the Home Loan 
.Program.OBRA 93 increased the fee to 3 percent through FY98 for multiple 
use Qf the guaranteed home loan program wheri there is less than a 5 percent 
downpayment. . . . '. '. 

• 	 This proposal would permanently extend the 3 percent fee for multiple use 
. when there is less than a 5.percent downpayment. 

Increase Housing Loan Fee by .75 percent 

'. 	 5 year Federal saVings: $ .14 B . 10year Federal savings: .' $ .78 B 
• 	 Fees on VA guaranteed home loans decrease as the downpayment increases 

and can be financed as part of the loan. , 
• 	 OBRA 93 increased the fee on most guaranteed home loans by .75 percent 

through FY98 (e.g., the no-downpayment fee increased from 1.25 to 2 percent). 
• 	 This proposal ,would permanently extend the:fee increase. Increasing the fee 

reduces the taxpayers' subsidy to this program while continuing to offer 
. veterans a downpayment and fee package that would be below conventional 
. loan requirements. (Because the fee can be ffuanced over the life of the loan, 
i.e., thirty years, the cost would not be significant to beneficiaries.) 
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Extend VA's Authority to Consider Resale Losses on, Loans 

• .5 year Federal savings: $ .02 B 10 year Federal savings: $ .09 B 
• 	,When a private lender forecloses on a VA guarantee property, VA uses a 

formula to determine whether it is more cost-effective to: (1) acquire a 
foreclosed property from the lender and resell it, or (2) pay the guarantee to . 
the lender., Under current law, this formula takes into consideration the 
potential for losseS on the resale of a foreclosed property through FY9R. This . 

. is consistent with the 'acquisition deasionmak.j.ng of private, mortgage 
insurers who 'consider resale losses~ , , . 

• 	 This proposal would make permanent the inclusion of potential losses on the 
resale of a foreclosed property in the formula. ' ' . . ' 

Medical Care' Cost 'Recovery Program: '. Third Party' Health Insurance, 
Reimbursements. " 

.' 	 5 year Federal savings: $' .39 B 10 year Federal savmgs: $ 2.95B . 
• 	 In 1986, VA received ,permanent authority to collect reimbUrsement for the 

" cost of care from health insurers ofnonservice-connected, veterans. OBRA 
1990 expanded this authority to allowVA to collect reimbursement from' 
health insurers of service-connected veterans for treatment of nonservice· 
connected conditions." . " " ' 

, • OBRA 1993 extended the service-connected authority to the end of FY 1998. 
• , 	 This proposal would make this authority permanent, ' 

, . , , 
, . , 

Mediail Care Cost Recovery Program: ' Per Die,ms and Prescription Copayments 

. • 5 year Federal savings: $'.05 B 10 year,Federal savings: '$ .31 B,': 
• 	 OBRA 199Q. authorized VA to collect hospital and ,nursing ,home per diems' 

and outpatient prescriptloncopayments from :certain veterans for treatment 
of their nons,ervice-connected conditions. 

• OBRA 1993 extended this authority to the end ofFY 1998. 

,. This proPQsal would make this, authority per~ent. 


VA Pensions a~dMedicalCflre Cost Recovery Programs: Income Verification, 
Matc,h ", 	 . 

, • 5 year Federal savings: $ .21 B '10 year Federal savings: $1.35 B 
• 	 Under current authority, VA has access to IRS :tax data to verify income. 


reported by VA pension and medical care beneficiaries. VA's pension and 

medical care programs are means-tested. ' ' 


• 	 For pensions, the proposal would improve program integrity by reducing 
overpayments that occur when self-reported income is the only information 
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used to verify eligibility. For medical care, the, proposal would allow VA to 
more effectively identify and collect copayments from higher income 
veterans. . . ' , 

• 	 This proposal would make this authority permanent. 

V A Pension Benefits forVetera~s:and Spouses in Medicaid Nursing IJomes 

• 	 5 year Federal savings:' $.19B . ',10 year: Federal ~avings:, $ L3 B", 
• 	 VA pensionsis'ameans-tested program which provides monthly cash 

',support to eligible veterans or their sUrvivors., OBRA 1993 extended through' .. 
FY 1998 a provision that capspension benefits at $90 per ,month for 
beneficiaries receiving Medicaid nursing home benefits.. ' . . 

• 	 This proposal does not affect the pension beneficiaries. It reduces the ~ount 
of income that the beneficiary would have to turn over to the Medicaid' 
program to help offset the costs of their nursing home care. 

• 	 These savings are: (1) net of the lost receipts to the Federal Medicaid program, 
and (2) represent less Federal Reimbursement of State Medicaid' programs. 

• 	 This proposal would make permanent this provision which is currently 
sched.uled to expire in FY1998. . 

Round down and Reduce COLA Adjustment, fOT Death ,and Indemnity 

,Compensation (DIC) Be.neftts . . 


• , 5year Federal savings: $.64 B . 10 year Federal savings: $ L98 B 
• 	 The DIC program provides monthly cash benefits to survivors of service

connected veterans who died during military service, or after service from 
their service-connected conditi0I1. 

• 	 OBRA 1993 provided authority to,round down the monthly benefit levels to 
the nearest dollar and reduce the COLAs by 50% to beneficiaries who were 
grandfathered into the new DIC program. (The old DIC program based 
benefits on military rank; the new program pays a flat rate.) , 

I' .• This proposal would make this authority permanent. 

,Maintain Montgomery GI Bill (MGIB) COLA at SO Percent 

.S'year Federal savings: $.15 ,B', . '.10 year, Federal savings: $ .83 B ' 
• 	 Servicemembers arid veterans who have elected anc~ contributed to the MGIB, ' 

program receive $400 per month'towards educational benefits. Under Title 
38, MGIB recipients were to have begun receiving annual COLAs increases on 
their benefits for the first time in FY 1994. OBRA 1993, however, eliminated 
the FY 1994 COLA and reduced by SO percent the FY 1995 COLA. 

• 	 This proposal would permanently reduce future COLA increases, by 50 percent 
in FY 1996 and beyond for those beneficiaries who benefited by electing to stay 
in the old payment structure. 
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. Possible Altemaqve 

Excise Tax on Gambling ~evenues 

• 	 5 year Federal savings: $'3.16 B' ,10 year Federal savings: $ 7.21 B· 
• 	 Tax gross revenues (wagers minus' winnings paid out) from all'gambling 

activities at 4,%. (Current Federal wager taxes ,range from .25%-2%.) 
• 	 State .lotteries woUld beexeIript from this tax. " ' 

" " 
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TABLE J - PRELllWNARY SUMMARY COST ESTIMATES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(By rascal year, in millions oC dollars) 

5 Year 
Total 

5 Year 
Federal 

10 Year 
Total 

10 Year 
Federal 

rAKl'..N1AL ~ .~HJlLII 1 

Minor Mothers 

No Additional Benefits (or Additional Children 

Child Support En(orcement 


Paternity Establishment (Net) 

En(orcement (Net) 

Com~rCosts 

S TOTAL, PARENTAL RESPONSIBILITY 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 
.. 

JOBS-:::r
Additio JOBS Spending 

Additional Child Care (or JOBS 


) 

WORK Prograni 

Additional Child Care (or WORK 

Savings (rom Child Care and Other Expansion 


Transitional Child Care 

Enhanced Teen Case Management 

Savings· Caacload Reduction 

ADP Federal and State Syatcma/Admin Efficiency 


SUBTOTALtJOBsnwORK 

SUBTOTAL, JOBsnwORK AND PARENTAL RESP 

WORKING POOR CmLD CARE (Capped at $2b 

in DetVlTdiDg). 


. REMO TWO PARENT (UP) RESTRICTIONS 

Comprehensive Demonstration Grants 


Non.custodial Parent JOBSIWORK 

Access Grants and Parenting Demonstrations 


Child Support Assurance Demonstrations 

IDA and Microcnterprise Demonstrations 


. SUBTOTAL DEMONSTRATIONS 

IMPROVING GOVERNMENT ASSISTANCE (lGA) 

State Flexibility on Earned Income and 

and Child Su~rt Disregards 


Generally Con onn Assets to Food StamJ: 

Set Auto Exclusions to S4SOO Equity V DC 

Double Territories' CaPS/Adjust for InOation 

AU Others 


SUBTOTAL IGA 

GRAND TOTAL 


OPTION 1 - No Child Care, 2 Pareot, Demos or IGA 


OPTION 2 - No 2 Pareat, SO% Child Care, SO,," Demos 


aDd 50% IGA 
OPTION ~. SO,," Child Care, SO,," Demos, aad SO,," IGA 

OPTION 4 • SO,," Demos aad 50"" IGA 

OPTION 5· TOTAL PLAN 

, 
(8S)(210)(85) (30) 

(810)(220) (2.150)(660) 

(400)(2,080)(90)(53S) 
(1,55S) 


46S 

(4,700)(405) (160) 

9751,085420 
(1,875)(80) (8,055)(1,220) 

. 305 275 1,225 1,105 
2,320 7,140 6,4252,580 

4,4101,625 4,9001,805 

10,150 9,135 

365 

790 710 

330 4,585 4,125 
(1,27S) (700)(90) (SO) _. 

50S 2,580 2,320 

210 

560 

190 595 535 
(285) (5,090) (2,800) 


680 

(520) 

66S 825 900 

6t 68S 
 6,285 25,455 

5,405 


25,63S 
17,5S0 23,5806,205 

14,645 

2,210 


4,5005 t OOO 1',270 
1,160 8,260 4,355 

,,' 'I.}" 

"'. ".1" ." " 
200 200 350 350 

1,670 


135 


370 335 1,855 

2S5120 28S 

495550 1,500 1,350 
300 270 700 630 

1,4201,555 4,690 4,255 

-
1,720 945 4,895 2,695 

655·100265 240 
955.955 2,785 2,785 


370 
 275 1.060 790 
555 2,265 1,375 


4,215 

90S 

2,830 7,88511,660 

18,445 54:120 

5,405 


1',115 58~ 
6,20S 17,580. 23,580 

10,58010,8S0 33,890 36,913 
11,740 42,150 41,32813,~ 

15,560 13,990 50,285 48,ttsO 
18,445 58,4601~115 54,?lO 

!'tOle ,: t'arcnUlCSCS GenOlC saVIO s.. g . 
Note 2: Five Year and Ten Year PcdcrsJ estimates represent 9Ot) ofaU expenditures except for 

the foUowing: benefits arc at cuncnt match rates; child support is matdted at rates 
specified in the hypotbclical plan; i.nd comprdtensive demonstration grants arc matclted at lOOt). 

Source: HHSlASPE sl.li(f eStimates" These estimates have been shan:d with staffwithin HHS and OMB but 
officiaUy reviewed by OMB. The policies do' no't represent a consensus recommendation 
o( the Worlc.ing Group Co.chairs. . . 



March 22, 1994 

OVERVIEW 

Our current system seems at odds with the core values Americans share: work, family, opportunity, 
responsibility. While we believe that work is central to the strength, independence and pride of 
American families, the present reality is that people who go to work are often worse off than those on 
welfare. Instead of giving people access to needed education, training and employment, the welfare 
system is driven by numbingly complex eligibility rules, and: staff resources are spent overwhelmingly 
on eligibility determination, benefit calculation and writing checks. The culture of welfare offices 
seems to create an expectation of dependence rather than independence. Noncustodial parents often 
provide little or no economic or social support to the children they parented, and single-parent 
families sometimes get welfare benefits and other services that are unavailable to equally poor two
parent families. One wonders what messages this system sends to our children about the value of 
hard work and the importance of personal and family responsibility. 

This welfare reform plan is designed to give people back the dignity and control that comes from 
work and independence. It is about reinforcing the values of work, family, opportunity and 
responsibility. The current system pays cash when people lack adequate means to provide for their 
families. We propose a new vision aimed at helping people regain the means of supporting 
themselves and at holding people responsible for themselves and their families. The proposal 
emphasizes that work is valued by making work pay. It signals that people'should not have children 
until they are ready to support them. It stresses that parents-:-both parents-have responsibilities to 
support their children. It gives people access to the skills they need, but also expects work in return. 
It limits cash assistance to two years and then requires work,: preferably in the private sector, but in 
community service jobs if necessary. Most important, it requires changing the culture of welfare 
offices, getting them out of the business of writing checks and into the business of finding people jobs 
and giving them the skills and support to keep those jobs. 

Ultimately, this plan requires changing almost everything about the way in which we provide support 
to struggling families. To achieve this vision, the plan has four main elements. 

MAJOR ELEMENTS 

Preventing Teen Pregnancy and Promoting Parental Responsibility 

If we are going to end long-term welfare dependency, we must do everything we can to prevent 
people from going onto welfare in the first place. Families and communities need to work together to 
ensure that real opportunities are available for young people" and they must teach young people that 
men and women who parent children have responsibilities and should not become parents until they 
are able to nurture and support their children. We also need;to make it clear that both parents have 
responsibilities to support their children. Our proposal calls for: 
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Prevention. 

A national campaign against teen pregnancy, which sets clear goals of opportunity and 
responsibility for youth, and draws on all segments of society and government. 

Responsibilities ofschool-age families receiving assistance. Teen parents will be required to 
, finish school. ' 

Learning from prevention approaches that promote responsibility. 


Responsible family planning. Expanded resources and support for family planning. 


Requiring minor mothers to live at home, with their parents or a responsible adult-not receive 

a separate check for setting up a separate household. ' 

State option to limit additional benefits for additional children conceived by parents on 
welfare. 

Supporting two-parent families. , 

End rules which discriminate against two-parent families. The lOO-hour rule and quarters-of
work rule which apply only to two-parent families would be repealed. 

Child support enforcement. 

Universal paternity establishment, preferably in the hospital. Strict penalties for women 
seeking AFDC who do not cooperate in identifying and finding the father. Serious financial 
incentives to States that do not establish paternity once the mother has cooperated. 

Central child support registries in every State, to track payments and take prompt action when 
money isn't paid. 

A national registry ofchild support awards and a national registry ofnew hires based on W-4 
reporting so that delinquent noncustodial parents Can. be tracked quickly and easily across 
State lines. 

Regular updating ofawards. 

New measures to penalize those who refuse to pay-from license suspension to IRS 
enforcement. 

'A new program of required work and training/or men'who owe child support andfail to pay. 

Demonstrations ofparenting and access programs and ch1ld support assurance. 
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Support for Working Families 

One of the greatest perversities of the current system is that people on welfare often have higher 
incomes, better health protection, and greater access to child care than working poor families. This 
plan is designed to help families support themselves by going to work-not staying on welfare. The 
key elements are: 

Earned Income Tax Credit <EITC). The expanded EITC makes it possible for low-wage workers to 
support their families above poverty.· Efforts will be made to help families receive the EITC on a 
regular basis. . 

Health care reform. Too many people go on welfare and stay there because they cannot find work 
that provides health coverage for their families. An essential part of moving people from welfare to 
work is ensuring that working persons get health protection. 

Child care for the working poor, In addition to ensuring child care for participants in the transitional 
assistance program and for those who transition off welfare, child care subsidies will be made 
available to low-income working families who have never been on welfare but for whom assistance is 
essential to enable them to remain in the workforce and off welfare. 

Replacing Welfare with Transitional Assistance and Work 

We do not need a welfare program built around writing welfare checks-we need a program built 
around helping people get paychecks. We need to transform the culture of the welfare bureaucracy to 
convey the message that everyone is expected to move toward work and independence. We envision 
a system whereby people would be asked to start on a track toward work and independence 
immediately, with limited exemptions and extensions. Each adult would sign a personal responsibility 
contract that spells out their obligations, as well as what the government will do in return. Our 
proposal calls for: 

Full participation. Every abl(}-bodied ind~vidual who receives cash support is expected to do 
something to help themselves and their community. The requirement applies to those who are 
preparing themselves for work and to those who are currently not ready to work. Those who are 
unable to work due to disability or other reasons will be expected to do something for themselves or . 
their community but will not be subject to time limits until th~y are ready to engage in ttaining, 
education, job search orjob placement. 

A reformed JOBS program. The focus of the welfare system must be changed from a system focused 
on writing checks and verifying circumstance to one geared toward helping people move rapidly to 
work. The Family Support Act offered the first clear vision for converting welfare into a transitional 
system. But the vision was not realized. in part due to insufficient resources. A reformed JOBS 
program would include: 

Personal ResponsibUity Contract. In order to receive assistance. people will have to sign a 
personal responsibility contract that spells out their reSponsibilities and opportunities, and 
develop an employability plan to move them into work as quickly as poSsible. 
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Job Search First. Most recipients will go through supervised job search as the first step of 
their employability plan. Anyone taking part in the JOBS program will be required to take a 
private sector job if offered. 

A clear focus on employment. Too many programs seem to worry little about whether people 
actually get jobs and keep them. The plan will attempt to build bridges between the welfare 
office and the private sector. 

Integration with mainstream education and training programs. .We should not have a separate . 
system for. welfare recipients; it ought to be integrated with new and existing programs in the 
community. . . 

Emphasis on worker support once a person is placed in a job. The most effective programs 
do more than try to find someone a job, they offer help so that person can keep the job. 

Time limits. Individuals who are able to wor~ will be limited to two years of cash assistance. Most 
people will be expected to enter employment well before the two years are up. Mothers with infants, 
people with disabilities that limit work, and those who care for a disabled child will be placed in a 
JOBS-Prep program, and not be immediately subject to the time limit. Extensions would be granted 
in a limited number of cases such as those who need to complete high school, or people who need 
more time because of language barriers. . 

A WORK program. Those people who are still unable to find work at the end of two years will be 
required to work in a private sector, community service or public sector job. Instead of welfare, . 
States would be expected to provide jobs for those who have exhaustedtheit time.iimit and cannot 
find unsubsidized private sector work. Key elements of the WORK program include: 

Work, not workfare. States would be expected to place persons in subsidized jobs which pay 
a paycheck. Recipients would have the dignity and responsibility that comes from a real job. 

Flexible, community-based program. States would be able to use money which would have 
been spent on welfare and an additional amount for administration to place people instead in 
subsidized private jobs, with local community organizations, or in public serVice employment. 
The program will have close links to the local community. 

Strong private seaor emphasis. The strong emphasis will be on placing people in subsidized 
private sector placements that will lead to unsubsidized work. 

Non-tilsplacingjobs. Tbesejobs will be designed to avoid displacing existing workers. 

Keeping stays In the WORK program short. To discourage long-term stays in the WORK 
program, the plan includes limits on the duration of any on~ placement, frequent job search 
requirements, no BITe for those in subsidized work slots, and a comprehensive reassessment 
for people after two placements.· 

Special rules/or places with high unemployment. Places with very high unemployment may 
be granted special exemptions and given added financial support. 
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Dollar caps on the JOBS and WORK programs. These programs will be capped entitlements. 
with fixed dollar amounts designed to meet the projected caseload. This will increase State 
accountability and encourage rapid movement into the private sector. 

Reinventing Government Assistance 

A major problem with the current welfare system is its enormous complexity and inefficiency. It 
consists of multiple programs with different rules and requirements that are poorly coordinated and 
confuse and frustrate recipients and caseworkers alike. Waste. fraud and abuse can more easily arise···· 
in such an environment. 

The real work of encouraging work and responsibility will happen at the State and local levels. The· 
Federal government must be clearer about stating broad goals and give more flexibility over 
implementation to States and localities. Our proposal calls for: 

Coordination. simplification and improved incentives in income SUpport programs. The adIiUnistra
tive and regulatory program structures of AFDC and food stamps will be redesigned to simplify and 
coordinate rules and to encourage work, family formation and asset accumulation. The proposal will: 

Allow familieS to own a reliable automobile. Current rules prevent those on AFDC from 
owning a car with an equity value of more than $1.500. That will be changed to $4,500 for 
both AFDC and Food Stamps. 

Allow States to reward work. Current law requires States to reduce benefits by $1 for. each 
$1 earned. The proposal would give States the flexibility to reward work. 

Allow families to accwnulate savings. The proposal would allow families to set up Individual 
Development Accounts which could be used for specific purposes without losing eligibility. 

A performance-based system. In addition to incentives for clients, incentives will be designe4 to 
bring about change in the culture of welfare offices with an emphasis on work and performance. 

Accountability. efficiency and reducing fraud.. The plan calls for significant expansions in the use of 
technology and tracking systems to ensure accountability, efficiency and fraud reduction. Among the 
advancements would be: 

A nationwide public assistance clearinghouse, which tracks people whenever and wherever 
they use welfare. Such a system is essential for keeping the clock in a time-limited welfare 
system. Persons will not be able to escape their responsibilities by moving or by trying to 
collect benefits in two jurisdictions simultaneously. 

State tracking systems whtchjollow people in the JOBS and WORKprograms. These systems 
will ensure that people are getting access to what theY deserve and that they are being held 
accountable if they are failing to meet their obligations. Each State will be expected to 
develop a tracking system which indicates whether peOple are receiving and participating in 
the training and placement services they are expected to. 
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The Impact of Reforms 

Making all these changes overnight would severely strain the ability of Federal and State governments 
to implement the new system. We recommend phasing in the plan by starting with young people, to 
send a clear message that we are ending welfare for the next: generation. The attached tables are 
based on starting with the youngest third of the projected ~eload-persons born after 1971, who will 
be age 25 and under in 1996 when the, new system is implemented. 

Starting with that cohort of people, the system will be transformed. Anyone born after 1971 who is 
on welfare today, and anyone born after 1971 who enters it subsequently, will face new opportunities 
and responsibilities. By the year 2004, this group will represent over 60 percent of the projected 
caseload, as older cohorts leave and new persons born after 1971 enter. States wanting to move 
faster would have the option of doing so, 

Table 1 indicates the number of persons in various parts of the program by year, assuming this 
phase-in. Note that because the States will need up to two years to pass legislation and implement 
their systems, the program would not begin fully until late 1996. Thus, FY 1997 is the first full year 
of implementation. The initial JOBS program starts up rapidly and grows somewhat over time as 
more and more people are phased in. The WORK program grows over time starting with roughly 
170,000 jobs in the first year when people begin to hit the limit (FY 1999), rising to roughly 540,000 
by FY2004. 
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TABLE 1 


PROJECTED CASELOADS UNDER A HYPOTHEnCAL PROPOSAL, 
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFrER 1971 

FY 1997 FY 1999 FY 2004 

Projected Adult Cases With Parent 
Born Af'k>r 1971 Without Reform 

1.43 million 1.93 mil60n 3.34 mil60n 

Off welfare with Reform 
(Health reform after 1999, BITC, 
Child Care, JOBS, WORK, etc.) 

.04 million .08 million .81 million 

Program Participants 1.39 mil60n 1.85 million 2.53 million 

Working While on Welfare .12 million .17 million .21 million 

JOBS Participants .74 million .89 million .92 million 

WORK Participants .00 million .17 million .54 million 

JOBS-Prep-disability/age limits work .24 million .31 million .44 million 

JOBS-Prep-severely disabled child .06 million .06 million .08 million 

JOBS-Prep-caring for child under one .24 million .25 million .35 million . 

Notes: 

.Numbers assume modest behavioral effects that increase over time. These behavioral effects include 
employment and training impacts similar to San Diego's SWIM program and a modest increase in the 
percent of recipients who leave welfare for work when they hit the time limit. Figures for 2004 are 
subject to considerable error, since it is difficult to make caseload projections or to determine the 
4npact of WORK requirements on behavior. Figures for FY 2004 also assume behavioral effects 
from the full implementation of health reform. 

The hypothetical proposal assumes the policy will be implemented in all States by Federal law by 

October 1996., In addition, the estimates assume that for 20 percent of the caseload, States will 

implement the policy by October 1995. This follows the pattern of State implementation under the 

Family Support Act. 
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Table 2 shows the impact of these changes for the phased-in caseload over the next 10 years, 
compared with what we project would be the caseload without welfare reform and health reform. 

Under the plan, we will go from a situation where three-quarters of the persons are collecting welfare 
and doing nothing in return-neither working nor in training-to a situation where three-quarters are 
either off welfare, working with a subsidy. or in time-limited training. Only 'those unable to work are 
outside the time limits, and even these persons will have greater expectations and opportunities under 
the proposed system. In addition, we expect the reform proposal to significandy increase paternity 
establishment rates, to increase.child support payments and to lower child poverty. 

TABLE 2 

Projected Welfare and Work Status for Persons Bom after 1971 
Who Would Have Been on Welfare Without Reforms 

FY 2004 - Without Reforms FY 2004 - With Health and 
Welfare Reforms 

Working with Subsidy; In 
Mandatory Education, Training 

. or Placement; or Off Welfare 
with Reforms 

.23% 74% 

Not Working; nor In manda
tory Education, Training or 
Placement 

77% 26% 

TOTAL 100% 100% 

Transforming the social welfare system. to one focused on work and responsibility will not be easy. 
There will be setbacks. We must guard against unrealistic expectations. A welfare system which 
evolved over 50 years will not be transformed overnight. We must admit that we do not-have all the 
answers. But we must not be deterred from making the bold and decisive actions needed to create a 
system that reinforces basic values. 
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TABLE 1- PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(8)' fiscal ),ear, ill millio~ of dollars) 

1995 1990 1997 1!J98 1999 
5 Year 

Total 
5 Year 

Federal 
PARENTAL RESPONSIBILITY 

Minor Mothers 0 (20) (20) (20) -(15) (85) (30) 
No Additional BenefilB for Additional Childri:n 
ChUd Support Bmorcomcnt 

(20~ (50) (125) (200) (l65) (660) (220) 

Paternity Establishment (Net) 5' 0 (]35) ('200) ('205) (535) (90) 
Enforcement (Net) 0 (15) (55) (45) (290) (405) (160) 
Computer Costs 15 35 95 160 160 465 420 

stlBTOTAL. PARENTAL RESPONSIBILITY '0 (SO) (240) (305) (W) (1,l1O) (80) 

TRANSITIONAL ASSISI'ANCE FOLLOWED BY WORK 
t

JOBS-Prep , , 1: 

i 
I 

ot 15 85 95 110 305 275 
Additional JOBS Spending 0: 100 670 850 960 2,580 2,320 
Additional Olild Care for JOBS 0 1 70 465 600 670 1,805 1,625 

WORK Program 0, 0 0 80 710 790 710 
Additiolllll Child Care for WORK ' 0; 0 0 40 325 365 330 
Savings &om Child Care and Other Expansion 0 0 0 (10) (80) (90) (50) 

Tranailional Child Care 0 0 120 18S 255 560 505 
Enhanced Teen CallO Mailllgement 0 20 S5 65 70 210 190 
Savings - CllIOlOIdRocIuclion 0 0 (80) (150) (190) (520) (285) 
ADP Fedel'1l1 and State Systema/Admin Efficiency 50 50 95 210 275 680 665 

stlBTOTAL, JOBSIWORX 50 l55 1.410 1,865 3,105 ',685 6,21lS 

stlBTOTAL, JOBSIWORX AND PARENTAL RESP 

WORKING POOR CHILD CARE (Capped at $2h 

50 105 1,110 1,560 l,480 5,465 6,205 

iIlaetl~). 0 500 1,000 1,500 l,OOO 5,000 4,500 

REMOVE 1WO PARENT (UP) RES'fRlCTIONS 0 It 375 795 1,040 1,210 1,160 

Comprehensive DemoDBtration Gmnla 0 50 50 50 SO 200 200 
Non-custodial Parenl JOBSIWORK 0 10 15 105 180 310 335 
Access Gl'llnta and Parenting Demonstrations 20 25 30 30 30 135 120 
Child Support AaaUI'II~ Demonslmtions 0 0 100 200 250 S50 495 
IDA and MicroenterprillC Dcmonstmtions ' 0 0 . ]00 100 100 300 270 

SUBTOTAL, DEMONSTRATIONS 

IMPROVING GOVERNMENT ASSISTANCE (lGA) 

State Flexibility on &med Income and 

20 ' 85 355 485 610 1,555 1,410 

lind Child Support Dilregards 0 0 5SS 51S 590 1,120 945 
Genc:l'1l1ly Conform AsIiOta to Food SIImps 20 40 65 70 10 26S 100 
Set Auto Exclusions to $4500 Equity Value 0 0 305 320 330 955 955 
Double Territories' Capal Adjust for Intlation 0 0 120 125 125 310 215 
All Others (30) 225 230 235 24S 905 555 

SUBTOTAL tGA (10) 265 1,275 1,315 1,360 4,215 1,830 

GRAND TOTAL 60 1,055 4,175 5,665 7,490 18,445 16.1is 
Note 1: Parenthescs denote aavinp. 

Note 2: Five YC4r and Ten Year Federal esUlM.tes rop_nt 9O~ of all expenditures except the followiog: 


benefilB are at current match tates; child SUPPOd is IM.tched .t rates apcclfled in the 
hypothetical plan; and comprehensive dc:molllltration grants are !Mtched·at loo~. 

Source: HHS/ASPE ataff eatimates. ThCllO cltimates have bun shared with lIIRffwilhin HHS and OMB 
but have not been officially reviewed by OMB. The policies do not roprellCnt a consensus recommendation 
of the Working Gmup Co-Chairs. 
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TABLE 1- PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND SI:ATE) 

FOR ELEMENTS OF A WELFARE REFoRM PROPOSAL, 
(By fiscal year, in mi1IiouS 0' dolIa.r&) 

2000, lOOI lOOl 2003 2004 

10 Year 

Total 

10Vear 

Federal 

PARENTAL RESPONSIBILITY 

Minor Modlers 
No Additiol\ll Bcnetir.. for Additional Children 
Child Support Enfon:emont 

Patemity BstabllahmcDt (Net) 
BAfon:emcnt (Nel) 
Computer Costa 

SUBTOTAL, PARENTAL RESPONSIBILITY 

,i 

TRANSITlONA4 ASSIsrANCE FOLLOWED BY WOH 

JOBS-Prep 
Additional JOBS Spendina 
Additional Child Canl for lOBS 

WORK Program 
Additional Child Can: for WORK 
Savings from Child Care and OIher Expansion 

TtallBitiOl\lI Child Care 
BnhaDced Teen Case Managell'lllnt 
Savings· Caseload RcduLltion 
ADP Federal and State Sl'~mslAdmin Efficiency 

SUBTOTAL, JOBSIWORE 

SUBTOTAI.., JOBSIWORK AND PARENTAL RESP 

WORKING POOR CHILD CARE (Capped at $2b 

in nEt spendioa). 
REMOVE TWO PARENT (UP) RESI'RICTIONS 

Comp'rehensive Dcmonlitr1llion Grants 
Non-Custodial Parent JOBSIWORK 
Acce88 Granta and Parenling DcmonBtr1ltionl 
Child Support AllSUraoce DcmollJflationa 

IDA and Microcntcr.prise Demonstrations 

SUBTOTAL. DEMONSTRAnONS 

, IMPROVING GOVERNMENT ASSlSTANCE (lGA) 

State Flexibility on Earned Income and 
and Child Support Diaregards 

GenetaUy Conform Asseta to Food Stamps on Limit 
Set Auto Exclusions to $4500 Equity Value 
Double Tenitories' Caps/Adjust for Inflation 
AlIOthera 

SUBTOTALIGA 

GRANnTOTAL 

(25) 

('115) 

(240) 

(445) 
1S5 

(830) 

115 ' 

190 

555 

1,360 
620 

(150) 

31S 
75 

(250): 
110 ; 

3,600 I 

l,770 ' 

2,080 ' 

1,175 

50 

llS 
30 

150 
100 

655 

60S 
10 : 

340 : 
130 ' 

255 

1,400 

8,080 

(25) 

(285) 

(280) 
(855) 
130 

(1,31S) 

140 
850 
585 

l,650 
1S0 

(190) 

340 
15 

(610) 
45 

3,625 

l,310 

1,165 
1,195 

50 
165 

30 
250 

100 
695 

610 
15 

355 
135 
265 

1,450 

7,815 

(25) 

(300) 

(3 IS) 
(940) 

I1S 
(1,465) , 

180 
880 

600 

1,880 
a55 

(240) 

410 

75 
(1,100) 

(20) 

3,520 

2,055 

1,150 
1,210 

50 
195 
30 

150 
100 

715 

635 
80 

365 
140 
170 

1,490 

1730 

(25) 

(310) 

, (340) 

(1,000) 

110 
(1,56S) 

110 
910 
650 

2,140 
960 

(l85) 

455 

80 
(1,160) 

(25) 

4,005 

1,440 

1,340 

1,215 

"'0 
335 

30 
200 
100 

~ 

650 
80 

380 
145 
280 

1,535 

8,205 

-(25) 

(310) 

(310) 
(1,055) 

110 

(1,66O) 

265 
1,010 

105 

2,330 
1,035 
(310) 

500 
80 

(1,440) 
(25) 

,4,200 

2,540 

1.435 
1,245 

0 
365 

·30 
0 

0 
395 

665 
85 

390 
140 
190 

1,570 

8,185 

('110) 

(2,150) 

(2,080) 
(4,100) 
1,085 

(8.055) 

l,llS 
1,140 
4,900 

10,150 
4,585 

(1,115) 

2,580 
595 

(5,090) 
825 

25,635 

17,580 

16,210 
8,260 

350 
1,&55 

lS5 
1,500 

100 
4,690 

4,895 
655 

1,7S5 
1,060 
2,265 

11,660 

58,460 

(85) 
(810) 

(400) 

(1,555) 
915 

(1,875) 

l,lOS 
6,425 
4,410 

9,IlS 
4,125 

(700) 

1,310 
535 

(2,800) 
900 

25,455 

23,,580 

14,645 
4,3S5 

350 
1,670 

255 
1,350 

630 

~,255 

2,695 
140 

1,185 
790 

1,375 

7,885 

54,710 
Note I: Parentheses denote savings. 
Note 2: 5 Year and 10 Year Federal estimates I'Cpresent 9O~ of aU expenditures except the foUowing; benefita are 

at current match tates; child support ill matched at rates specified in the 
hypothetical plan; and comprehensive demonstration granta are matched at 100~. 



141 004DHHS/ASPE/HSP12:06 "0'202 690 6562.. 03/22194 

TABLE 3 - PRELIMINARY SUMMAllY COST ESTIMATES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

. (By r!SU1 year, in miUioos or dollars) 

5 Year 5 Year 10 Year 10 Year 
Total Federal· Total Federal 

& ""'"".~ I Ai" .u:•.::.r...,.......U1LI·a·1' 

Minor Mothers (85) (30) (210) (8S) 
No Additional Benefits for Additional Children (660) (220) (2,150) (810) 
Child SUpPOrt Bnfoil:ement -

Paternity Bstablishment (Net) (535) (90) (2,080) (400) 
Bnforcement (Net) 

I 

I (405) (160) (4,700) (1,555) 
Cottr Costa ,

TOTAL, PARENTAL RESPONSIBILITY 
46S 

I (1,220), 
420 
(80) 

1,085 
(8,055) 

975 
(1,875) 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

JOBS-Prep . 305 275 1.225 1,105 
Additional JOBS Spending 2,580 2,320 7,140 6,425 
Additional Chilf Care for JOBS I 1.805 1,625 4,900 4,410 

\
WORK Progrsm I 790 710 10,150 9,135 
Additional Child Care for WORK I 365 330 4,585 4,125 
Savings from Child Care and Other Bxpansion (90) (SO) (1,275) (700) 

Transitional Child Care 560 505 2,580 2,320 
Bnhanced Teen Case Management 210 190 595 535 
SavinJs - Caseload Reduction I (520) (21S) (5,090) (2,800) 
ADP ederal and StateSysi:ems/Admin Bfficiency 680 665 825 900 

SUBTOTAL. JOBSIWORK . 
I 

6,685 6,285 25,635 2S,4S5 

SUBTOTAL, JOBSIWORK AND PARENTAL RESP 5,465 6,105 17,580 23,580 

WORKING POOR CmLD CARE (Capped at $1b 
in net SlTding). 5,000 4,500 16,170 14,645 

REMOV TWO PARENT (UP) RESTRICTIONS 1,110 
, 
I 

1,160 8,160 4,355 

Comprehensive Demonstrstion Grants j 200 200 350 350 

Non-Custodial Parent JOBSIWORK 370 335 1,855 1,670 

Access Grants and Parenting Demonstrations 135 120 285 255 

Child Support Assurance Demonstrstions 550 495 1.500 1,350 
IDA· and. Microentcrprise Demonstrations , 300 270 700 630 

SUBTOTAL DEMONSTRATIONS 1,555 
i 

1,410 4,"0 - 4,155 

IMPROVING GOVERNMENT ASSISTANCE (lGA) 

State Flexibility on Earned Income and 
and Child su,port Disregards 1,720 945 4,895 2,695 

GenersUy Con nn Assets to Food S~ 
Set Auto Bxclusions to. $4500 Equity Va ue 

2.6S 

I 955 
100 
955 

6S5 
2,785 

240 
2,785 

Double Territories' Caps/Adjust for Inflation 370 275 . 1,060 790 
All Others I 905I 555 2,265 1,375 

SUBTOTAL IGA . 4,115 1,830 11,660 7,885 

GRAND TOTAL 18,445 16,115 58,460 54,710 
OPTION 1 • No Child Care, 1 Parent, Demos or IGA .5,465 6,185 17,580 23,580 
OPTION 1 - No 1 Parent, 50% Child Care, 50% Demos 

, 

and50%IGA 10,850 10,580 33,890 36,973 
OPTION J • 50% Child Care, 501J1t Demos, and 50'1> IGA 13,060 11,740 41,150 41,328 
OPTION 4 .. 50% Demos and 50% IGA 15,560 13,990 50,285 48,650 
OPTION 5 • TOTAL PLAN 18,445 16,115 58,460 54,720 
NOW 1: I'aremneses Qeno~ savmgs. 

Note 2: Five Year and Ten Year Federal estimates represent 901> of all expenditures except for 


the following: benefits are at current match rates; child support is matched at rates . 
specified in the hypothetical plan; and comprehensive demonstration grants arc matched at 100%. 

Source: HHS/ASPI! staff estimates. These estimates have been shared with staff within HHS and OMB but 
officiaUy reviewed by OMB. The policies do not represent a consensus recommendation 
of the Working Group Co-Chairs. . 
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APPENDIX: ENDNOTE'S TO TABLES 1 and 3 

General Notes: 

1. 	 The estimates in these tables do not include interactions amongst the various proposals, e.g. 
the expansion of the caseload due to the elimination of special rules applying to two parent 
fainilies are not in the JOBSIWORK program. ' 

2. 	 Medicaid costs and savings from the various proposals are not estimated. 

Child Support Enforcement Estimates 

I 

1. 	 The c.psts for the noncustodial parent JOBSIWORK provisions are 10 percent of the JOBS and 
WORK program costs. 

. \ 

Caseload Numbers' and JOBS and WORK Estimates 


I . 

, 
The caseload numbers and the JOBS and WORK cost est~mates are based on the following policies, 
assumptions and sources of data: 

1. 	 Adult recipients (including teen c~stodial parents) born after 1971 are subject to the time limit 
beginning in October 1996 (FY 1997). The cost estimates assume that States representing 20 
percent of the caseload, will impl~ment the policy a year earlier than required. This follows 
the pattern of State implementation under the Family Support Act. JOBS spending on other 
portions of the caseload would continue as per current law. 

2. 	 Non-parental caretaker relatives are not subject to the new rules and are not pbased-in .. 

3. 	 Parents wbo have a child under one (or under 3 months, if conceived after the initial welfare 
receipt), are caring for a severely disabled child, report a work limitation or. who are 60 years 
of age and older are deferred from participation in the JOBS and WORK programs. As of 
FY 1999, about 30 percent of the phased-in caseload is deferred. 

4. 	 The caseload numbers include non-welfare and wel'fare treatment effects as a result of the new 
rules. 

S. 	 Cost per JOBS participant figures are taken from the FY 1993 JOBS data (adjusted for 
inflation using the proj~ CPI). 

6. 	 The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities. 
We assume that at a given point in time, 55 percent of the phased-in recipients are engaged in 
activities which have cost. For recipients with extensions, it is assumed that everyone is 
participating in a JOBS activity which costs the program money. 

7. 	 The cost of developing and maintaining a WORK assignment is calculated using CWEP data 
from JOBS and from the welfare-to-work demonstrations of the 1980s (again, adjusted for 
inflation using the projected CPI). Approximately 20,000 and 16S,000 WORK slots would be 
required in 1998 and 1999, respectively. 
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8. 	 The JOBS and WORK cost estimateS do not consider the potential impact of child support on 
the size of the caseload. 

9. 	 The WORK cost estimates assume that the BITe is not payabJe to recipients in the WORK 
iprogram. 

Teen Case Management and JOBS-Prep Cost Estim8,tes 
I 

1. 	 The case management cost estimate presumes that at full implementation, enhanced case 
management services would be provided to all teen parents under the age of 19 and receiving 
assistance. The percentage of teen parents receiving comprehensive case management services 

. is predicted to rise from 10 percent in FY1996 to 80 percent in FY 1991,90 percent in.FYs 
1998 and 1999 and to 100 percent in FY 2004. 

The ~st per teen figure for enhanced case management is drawn from Teen Parent 
Demonstration data. There is no data available on the current level of case management 
expenditures in the JOBS program. Consequently. the estimate employs, as a proxy for a 
JOBS case management cost per participant number, a figure calculated using data from the 
welfare-to-work demonstrations of the 1980s (San Diego I and Baltimore Options). 

The additional cost of comprehensive case management for teens is the difference between the 
cost ofproviding enhanced case management to teen parents under 19 and the cost of 
delivering standard case management to the same population. The difference is roughly $560 
per participant per year, in 1993 dollars. 

2. 	 The JOBS-Prep cost estimate presumes that JOBS-Prep services will be provided to 20 percent 
of those in the JOBS-Prep program. As States currently serve only 16 percent of the non
exempt caseload in the JOBS program, it is plausible to suppose that States will not serve a 
significantly higher percentage of persons in the JOBS-Prep program. We do not know what 
services States wilJ provide during the JOBS-Prep program (candidates incJude parenting skills 
classes, life skills training and substance abuse treatment), so arriving at a cost per participant 
figure for the program is difficult. . 

For purposes of the estimate, we assume that States will not provide services such as 
vocational rehabilitation in the JOBS-Prep program. JOBS-Prep services will consist 
primarily of case management and referral to external service providers. Many persons in the 

. JOBS-Prep program have disabilities, although most mothers of children under one do not. 
The cost estimates assume that a fairly intensive level of case management would b~ required 
for a smaJl percentage of persons in this program{ 

I 

The cost per JOBS-Prep participant figure represents a level of case management more 
intensive than that in the current JOBS program but not as intensive as the level provided in 
the Teen Parent Demonstration. The number is arrived at by multiplying the Teen Parent 
Demonstration case management figure by .15. ' 
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Child Care Estimates 

1. 	 These estimates reflect the child care costs associated with the phase-in assumptions deScribed 
above under JOBS and WORK. I 

2. 	 This estimate assumes that some AFOC and working prior children will have their child care 
needs partially met by Head Start expansion. These children will also require wrap around 
care. 

3. 	 There is no sliding scale fee for services included in this estimate because no decisions have 
been made about fees for child care services. 

j 

4. 	 We assume that approximately 40 percent of all AFOC families participating in JOBS and 
WOIq{ will use paid child care. 

i 

5. 	 We assume that Transitional Child Care eJigihleswho are phased into JOBS will have a 
phased in utilization rate which will peak at 37% in FY 2000. 

6. 	 Our working poor estimate repreSents a phase-in of a capped entitlement to cover children 
whose families are below 130 percent of poverty but do not receive AFDC. By FY1999. we 
will approach full implementation with $2 billion in net funding. We assume that there are 
approximately 8 million non-AFOC children below 130 percent of poverty, 40 percent of 
whom will potentially need child care because of their parents' work status, and that 40 
percent of these families will use paid child care. 

7. 	 There will be an additional Cost for the Child Car~ Feeding Program. We believe this 
additional cost to be between $3-5 billion over the ten year period. OMB believes this cost is 
not scoreable. ' 

No Additional Benefits for Additional Children 
" 	 : 

1. 	 The estimate assumes a State option policy where States representing 33 percent of the 
affected caseload adopt a cap for benefits for new children. 

2. 	 It is assumed that States would reduce the.monthJy benefit by $63 for each child (after the 
first) born while the mother was receiving AFDC.. 

Two-Parent Estimates 

1. 	 The cost for eliminating the special eligibility requirements for two-parent families is based 
upon estimates from the TRIM2 model employed by the Urban Institute. These estimates are 
corroborated by estimates from the Food Stamp Quality Control data and tabulations from the 
Survey of Program Participation (SIPP). 

2. 	 The cost assumes that the full impact of the proposal will not occur until the third year of 
implementation. On average, in the first year of implementation half of the newly expected 
recipients will enter the program; in the second year, on average, 90 percent of the newly 
expected recipients will enter the program. These aSsumptions are based on caseload growth 
streams in the states which implemented programs for two-parent families subsequent to the 
Family Support Act. 
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3. 	 The estimates reflect that roughly 60 percent of the two·parent family caseload are in states 
. where demonstrations have been implemented or are planned, therefore reducing the cost of 

this proposal in the first five years. ' 

Set Auto Exclusions to $4500 Equity Value 

1. 	 The cost for this proposal reflects impacts in the Food Stamp Program only; it i~ assumed that 
the policy will be changed in the AFDe program via regulation. This regulatory policy will 
have a federal cost of $315 million over 5 years and $1.2 billion over 10 years. 

. I 
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THE INTEGRATED TAX~TRANSFER CONCEPT 	 \ 

.Vision: 

Welfare reform 'is difficult to .achieve. On the one hand; we want 
to' "end w.elfare as we know it, ", particularly continuing dependency 
on public assistance'.: On, the other, 'we want ch:i,ldren to be free 
fr()m economic want, to have access to a ~sense of economic security, .. · 
Finally i we want our public resources' to be spent wisely" 
speci'fically, . that our limited resources be targeted' on those' for. , 

~",:"" .whom the b.enefits were intended.· It is very di'fficult to minimize 
"welfare dependency and child poverty while target,ing scarc~e public 
r~sources carefully all, at the same time .... , . 

Real wage opportunities for', young head~ of households have dropped 
substantially ,over the pas't two decades. . .. Ot;le recent study 

, estimates· that by 1988 nearly 15 percent of children under six 
lived in families that could not have escaped povertY·even if the 
adults in their family were' working and earning at their full 
capacity levels. This is because ·.the family he{lds' earnings 

. 	capacities were low due to poor education and other human capit:,al 
traits. Such market failures' must be addressed.. '., 

Public assistance transfer~ must also be ,clea:r.ly defined., ~e they 
,truly entitlements that are provided to those who mee~ the 
categorical and income criteri~? Or are they best thought of as 

. temporary assistance to help a .disadvantaged . family over hard 
times,' that is, a form of public loan that ought td be repaid if 
possible. : 

,In order to address these questions, we can, first, alter the tax' 
rules so ,that .the revenue syst,em can be used to recapture some or, 
all public benefits received by non-poor familie,s.' Second, we can 
alter the rules governing how ea~nings ,affect the level of benefits 
providedsp that' AFDC ' benefits can' assist' 10w";incomE~ working 
families escape poverty. . " . . 

By making these changesi 'dissatisfaction" with the ',current systeni 
could be muted. The proportion of families who derive all of their 
e~onomicsupp6rt' from welfare ' would' drop .substantially . "The 
ability of low-income working families 'with' children to escape 
,poverty would be enhanced .. , ,P.ublic benefits would be better 
targeted on the truly disadvantaged~ , 

Basic CO,ncept.: 

'The ,Integrated Tax-T·ransfer (ITT), proposal is designed. to achieve 
four ,objectives: 1) reduce' poverty among children in 'working 

, families _w,ho otherwise' would he· eligible for AFDC benefits;" 2)., 
. enhance the. economic rationality <;>f work over exclusive ,dependence 
. on. welfare i . 3)' more. efficiently targe.t benefits on the poor and 

'near-poor i and 4) minimize the degree' to wh·ich fraudulent and 
in:appropriatee~penditures are made in the current' system. .The ITT 
proposal attempts to achieve these objectives through two major 
initiatives:' ' 

'. ' 
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a. A recapture component that uses tpe tax sY,stem to z'ecoup a 
. portion ,of benefits that have been paid to recipients who turn 
out not ,to be poor when income is considered over theentir~, 
year, or who abuse the, system by reporting differently to the 
transfer system as compared to ,the tax system. 

b. ' A supplement or fiII-'the-gap component that uses the transfer 
'system 'to ensure that, AFOC recipients wb,o work or receive 
child support can have incomes that ,exceed the poverty 
guideline or some specified fractfon'thereof'before benefits 

" are phased out . ~,,;," ': 	 i> 

These two components are de~igned to work ;in' tandem., Above a 

threshold, the tax system' will' be usee! to. improve thE~, target 


,e£ficiency'of,income support programs; the revenue ~ystem'wlll be 

used to recapture, those public benefits going to the non-poor. 

Be1.ow an established.threshold, earnings will not reduce transfer 

payments. '. 	 , " 

. Proposals: 	 , I 

The basic proposals are outlined below~, Specific paramet.ers have 
been ,added ,to the proposals for purposes of clarity. ,However, at 
this point the conceptual framework is more impo+.tant::the actual' 
parameters can be establish~d at ~ ~ater time. 

A~ Recapture Component,. 

Because benefit eligibility is. determined on a ,monthly, ba::;is~ ,some 
families may receive benefits for certain.months of the year, even 
though they have moderate total' annual income.· 'The recapture 
component will recover a portion of the benefit payments ;l1\ade to, 
families with annual income that' exceeds a threshold. ' , 

Partial recat>ture would begin when: 

Income (AGI and perhaps EITe),' -+ Benefits (AFOC, Food Stamps, 
SSI, GA, and/or housing) 'exceeds ~ cer:tain thre~hold 

! 

Above ,the income threshold, bel1efits would be recaptured.' 'A 
recaptu~e rate of '15 ,to 33 percentmay'be reason~ble. Fur~~er,' at' 
some point, for example when'total income exceeds 200 percent=:'of 
the poverty guideline, benefits could be recaptured fully; that' is, 
the benefit:s paid to famil:iesabove a threshold could. be considered 
an interim loan, which government would reclaim ,tn whole ()r in part, 

.	at' the end of the year. This implies 'that the maximum amount 

recaptured may. or may' not be limited. .." ;v 


. 	 . t 

The recapture s~heme shouldgreat'Iy reduce fra~d' and abuse.. Under 
the current, system, individuals' and fam.ilies' can benefit from,. 
claiming' a, different family status' under the tax and transfer ,f, 

systems. A. father (or grandparent,. boyfr,iend) with' earnings can 
"'.">, claim head of household status and use his children to receive the 

'EITC; a, mother can claim the f?ame childre.n without, using the 
earnings. that formed the basis for EITC receipt and receive welfare 
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. 	 . 
. benefits: Coordinating thet:wo systems wO':1ld require the uni,t to 

report to the t'ax' system as they did to the transfer system.. As a 


. deterrent· to abuse; families 'whichreceive a bonus' from working 

under the tax system should know that the tax and transf,er systems 

can communicate with each other. ' 


'. . ._" 

It is also envisioned'that one could not claim the EITC or child 
exemptions fo~ any child for whicll the taxpayer owes: child support. 
The recapture system might also'apply ·to past due child support. 
Finally; all refunds would.automatically.be match~d.against child' 
support'" arrearages and garnished. ,:~,': 

B. ,Supplement Component' 

Some states have chosen to set their 'MDC benefits very low. 
,Politically, we cannot do anything to' raise the need sta,ndardor 
benefit level in particular'states. 'However, if indiviquals work 
or receive .child support, this additional income should be used to 
supplement benefits in low-benefit states (through a fill-the-gap 
policy)., instead of redll:cing benefits as under current law. 

Need 	and Payment Standards: 
.. 

States ,would . continue ' to establish need standards and payment 
standards asunder'current law. 

Earnings Disregards: 

A fill-the-gap policy would be mandated, with the minimum earnings 
disregard policy as' fO,llows : 

o 	 A flat $100 per month disregard applied against earnings or 
child suppo~t received;. 

, , 

A child care disregard; 

-


o.Plus a minimum disregard .. of 20 perc.ent of child support and 
remidriing earnings, 

'In additio,n, the earning"s disregard provisions WQul<i not be 
applicable until the combination' of Moe« .Food Stamps« earnings « . 

and child support exceeded 75 percent of the poverty gu.ideline for 
a· family 'of three '. That is, AFDC benefits could not be reduce.d 
until tota~. income from those source~,reaches that proportion of 
the poverty threshold. ..' 	 . , 

In effect; the Federal Government w.ou~d ~stabli'sh a new break.;.even 
point. For recipients with, earnings, states must enspre thatAFDC 
benef'its do not phase out completely until· AFDC, food stamps,· 
earnings, and child support are equal ,to the 'poverty guideline. for' 
a family of three. This implies that. 'some low,-benefit s1::ates must' 
disregard a higher percentage of earnings and child support than 

'. 20 percent. :' '';7 • • • 
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Issues fo~ Di~cussion 	
, , 

General Approach 

There, are two furidamentally different approaches to the 
integrated tax-transfer concept: 

0, Count means:"'tested benefits as taxable, income, 1. e. 
'include in AGI. Other' parameters, ,(fh~eshold and 
recapture rates) wouldrnot be'--altered. " 
..' , . . • ".;' _~7~iHt', . ",,~" • . r~{~. .,~ . 

0,' 	 US,ea separate worksheet on the tax 'form to dalc·ula.'te the 
amount of public benefits' to 'be' recovered during the 
annual reconciliation.', Rule's' that were 'different' ,from 
,tax provisions would be 'developed to apply to public
benefits." ' . 

-	 • J 

2. 	 How might the 'recapture component work:? 

There are alternative ways of doing thi~ but, we start with the 
following considerations~' There are four generic issues that 
can be discussed independent of the specific options presented 
below. " " 

a. 	 The' Threshold ~ A threshold" will be" established and 
families with incomes above, that threshold would have" 
public assist,ance benefits recaptured., There are two' 

,potential' thresholds: ' 	 " , 

The first 'is the income level at which a family is liable 
'for a positive tax liabllity, i.e., ,th~tax 'threshold., 
This would place the threshold a little 'above the poverty 
,threshold at present .,' The :virtue of this approach is 
that it appears more' fully', integrated with the tax code 

, ,and a dollar' of ear'nings is treated identically to a 
, dollar of publi'cassistance~ ; The disadvantage is ,that it 
, "is not' directly 'tied' to ,the poverty; line and is' not 

unifortrl across family' ,size's. ' , , Also, :several public 
assistance programs' have eligibility levels above the tax 

, thresholds which would add to the marginal tax rate. 

The second, standard or ,threshold would be set, at a 
percentage of the ppverty'line, (e.g. '125 1:6140 percent 
of the poverty threshold). The primary disadvantage ,of 
this threshold is that' it re,q~ires a' sep'arate worksheet' 
to administer. However, it does ',make sense that the 
,thtes~old set ,for the recaptu,re pr:oposal he set above the 
. income levels at wl)ich benef.its' normally phase -9~t. 

b. 	 The Definitic,n,of Income':~6 'be' 'a~Pli~d'\ against the 
threshold: The income that,' .would be applied to the 
threshold would be, AGI plus some comhi,nation of the 
-'following 'public assistC;lrice' beme,f,;i.ts: EITC, MOC, 'Food 
Stamps, General Assista.nce"SSI' ahd housing.. ' " 

, ' ,

", 

:, ,j 
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c. 	 The Recaptu~e Rate.' ',The two, pr~mary issues here are 
implications, for marginal tax rate's and ,whether ,the 
taxpayer has,the income to repay the amount identified 
for recapture. In 'most cases, y the, amount ,recaptured 
would not exceed the amount: ,of the 'Earned Income Tax 
C:r::~dit and thus repayment for Ifamilies, re,ceiving the EITC 
is ,probably not a problem. In addition, .where earnings 
~re part-year, income tax withholding 'is usually larger 
than is required at the-end of "the, year. This is because 

"'withholding 	tables ass~e those part' year' earnings are 
earned ~teadily, throu~hout.. the year'. 

d. 	 Maximum Amount Recaptured: ' 'The maximum amount recaptured 
would be the recapture rate :"timesthe amoun1;. of ,income 
above 'the threshold subject to the constraint that it not 
exceed the amounto~,public assistanc~ benefits. This 
could include AFDC, SSI,' food start\P~,' GA, and/or housing 
b~t probably" not ,the' EITC. It 'might also be a 
substantially smalle'r list of benefits and, include only 
AFDC and/or food stamps, and it might only be a fraction' 
(a different pez:ocentage than the recapture ,rate-~say'50 
percent) '" of the amourit of, those public assistance 
benefits received. ' 

3.' 	 Adminis'tratiye Issues 

Under the Integrated Tax-Transf"er :c'oncept, at 'the end of each, 
year 	the welfare ~ffice would complete:'a 1099~type form for 
each 	person who had received ben~fits at any point during the 
year.' ,Information provided' on the form would' include' the 
recipient 's ~ocial Security' number" the amount of total, 
benefits received during, the year', perhaps the number' of 
months in which benefits were received" and ,total annual'", 
earnings., ' This information" w0uldbe reported to the IRS 
ele'ctronically and would be distributed to each recipient with 
instructions about how to, file their tax return. " 

, 	 ',' 
" 

-"".' 

• I~ , 

... .~ 
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DISPOSABLE INCOME/A ~OTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YqRK, JULY 1993' 
. . . , 

L 
I 
n 
a 

Other Adult 

In flling' 

unIt for: 

Tax 

Filing' 

" Status 

Mother &: Children OtherAdult Combined R 8 due t Ion InC 0 m bin 8 dOl 8 I:! 0 8 a b 1.8 Inc 0 m e 
, . 

.. Seneflla Senallla 25% Claw Sack 25% Claw Sack 25% Claw Sack .25% Claw Back 

AFDC + Taxed Tued, of AGI + EITC + of AGI + 0' AGI +EITC + 01 AGI + 
Food HousIng, DIsposable Disposable .EITC • EITC not Total Senelila ,. Total Benellta Total Benellt. Total Seneflle • 

Sta,.mps 
',' 

SubsIdy Earnings EITC Inoome ,Income Reduced' Reduced • TaxThnohld • TuTh,enld 1.25*PovTh,enld 1.25~PovTh,enld 

In 
AFDC Kind 

Other 
Adult Mother 

1 - · S dnf ' '9,420 0 5,000· ' ~286 4,403 13,823 ' 0 0 0 0 0 0 
2 · · HH dnf ' ,9,420 0 5,000' . 2,000 6,118 15,538 .,0 0 195 '0 O· 0 . ' , 

3 · · J' dnf '9,420 0' 5,000 2,000 6,118, 15,538 0 0 205 0 .. 0 0 
4 · X S dnf 

5 · X HH,' dnf, 
9,180 0 5,000 286 4,403 13,583 0 0, 0 - 0 0 0 , , 

, 9.180 ' ·~O 5,000 2,000 6,118" ,15,298 o ' 0 155,,. 0 0 ·9.. -
6 · X J J. 9,180 0 5,000 2,090 6,118. 15,298 0 0 145 0 : 0 O· 
7 ,X X . J'_ J 7,608 ' 0 5,000 2,000 6,118 , 13,7~6 , 0 0 0 O· 0 0 

" 

" , 

8 · · S dnf 9,420 0 10,000 0 7,643 17,063 0 0 ;0 0 o ' 0 
9 · · HH dnf . 9,420 0 10,000 3,272 11,507 20,927 1,747 567 1,570 . 945 1,269 451 . 

10 - - J dnf 9,420 0 10,060 . 3,272 11,507 C!0.927~ 1,753 , 573 1,773 955 1,077 259 
11 · X S dnf , . 7,~80 0 10,000 0 7,643 15,623 '0 0 0 0, o , 0 
12 " · X HH dnf ,7,980 ' 0 10;000 3,272 11,507. 19,487 1,400 423 1,330 70~ 1,029 211 
13 · , X J J 7,980 0 10,000 3,272 11,507 19487 1,334 357 1,413 ' 595 ,717 0 
14'. X X J J '2,940 0 '1/),000 3,27:2 11,507 ~~ 270 0 153 0 o ~: 0 

, 
'\ 

15 · · S 
., 

dnf 9,420 0 15,000 ,0 11,454 20,874 0 0 0 0 0 0 . 
16 · · HH dnf 9,420 0 15,000 2,362 14,783 ,24,203 ',2,265 942 1,570 1,570 2,292 1.701 
17 · ' ./ J; d~f, . ·9,420., -0 15,000 ,2,362 15,158 . 24,578 ~2,646 1,323 .2,355 2,205 . ! 2,100 1.509 
18 · X S dnf 6,924' 0 15,000 . 0 11,454, 18,378 ' , 0 0 0 ·0 , o '. 0 
19 · X RH' dnf . 6,924 '0 15,090 2,362 14,783 ' 21,707 ~ 1',665 692. 1,154 1,154 1,876 . '1.285 
20 · X J J 
21 ,X X J 'J 

.6,924 , . 0 15,000 ' . 2;362 15,158 . 22,082 1.921 949 1,731 1,581 ,1,476 885 
1,740 .'0 15;000 2;362 15,158 16,898 415 171 435 ~85 ~ 180 0 

. , 

Notes: If the 'ot!'ler adult claims the children for tax purposas, the mother's taxable Income Is set aqual to 1/3 of her benefits (when banefits are taxed). However, whan the other adult does 
not olaim them, all tax related to benafits Is withheld from the mother's benefits. When the other adult files Jointly with the mother, his/her tax liability equals their combIned tax minus 
the amoUllt withheld from the ni~ther's benefits··the Increment In the other adult's tax liability from the children's share of benefits Is sUbtJ:acted from the EITC. When the tax thres
hold Is the basis of the benefit ol~w baok. the maximum benefit reduotion Is 25% of total benefits: when 125% of the poverty threshold Is,used, 100% of benefits oan be clawed back. 
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DISPOSABLE INCO,ME,.'A MOTHER WITH TWO CHILDREN I'N Nl:WYORK,JULY 1993 


." 

L 

n 
e 

Number 

of 

Months 
Worked 

Current Law Reduction In Dlsf!osable Income 

~ '1; 
" Annual 

'Earnings AFDC 
Food HC'uslng 

Subsidy 
,Disposable 

Income' 

' Sanam. 

Tued 
/

.EITC 

Reduced 

Sanam. 25'" Cla1ll! Sack 

Taxed of "01 + EITC + 
.EITC nol Total Sanam. 

Reduced • TaxThn,hld 

25'" Claw Back 

01 AOI + 
Total Sanaate 

.. TaxThrahld 

25'" Claw Back 

01 "01 + EITC + 
Total Sanellt.· 

1.2S*PovThrahld 

25'" Claw Sack 

01 Aor + 
Total Seneflts· 

1.2S*povT"~ahld ' 

1 0 

2 6 

3 8 

4, 10 

5 12 

.6 12 -/G bnfta 

7 6 

8 8 

9 10 

10 12 

11 12 w/o bnfta 

12 6 

13 8 

14 10 

15 12 

16 ' 12 w/o bntt. 

17 . 6', 

'18 8 

19 10 

20 12 

21 12 w/o bntt. 

0 6,924 

5,000 3,462 
5,000 2,884 

3,1245,_000 
5,000 3,360 

5,000 ' .... 

10,000 3~462 
10,000 , 2,308 
10,000 1,154 
10,000 ? 0I, 

.10,000 -
15,000 ,3,462 
15,000 2,308 
15,000 1,154 
15,000 0 

15,000 

20i066 .,,3,462 
20,000' , . , 2,308 
20.000 . 1,154 
20,000 0 

20,000 -

2,496 

2,238 ' 
2,504 
2,436 
2,364 

-
1,248' 
1,352 
1,666 

' 1,980 

1,248' 
832 
416 
780 

1,248 
.. 832 

416 
0 

0 

0 
0 
0 
0 

""'" 

0 
() 

0' 
0 

0 
0 
0 
O· 

0 
0 
0 
0 

9,420 

11,818 
11,506 
11,618 
11,842 

6,118 

16,217 ' 
,15,167 
14,327 
13,481 

11,507 

19,493 
17,923 
16;353 
1~,563 

14,783 

22,308' 
,20,738 
19,168 
17,5,98 

17,598 

0 

0 
0 
0 
0 

1,180 
802 

,499 
274 

1,699 
1,132 

566 
281 

1,699 
1,132 

566 
0 

0 0 

0 50' 
0 0 

15 
: 

0 
0 56 

. 332---1,178 

174 ,915 
48 705 

0 495 

707 1,178 
471 785 
236 ,393 . 

117 195 ' 

707 '1,178 
471 785 
236 393 
' ,0 0 

0 

0 
0, 

0 
0 

'553 
290, 

80 
0 

' 1,178 

785 
393 
195 

1.178 
785 
393 

0 

0 
\ ' 

0 
0 
'0 
0 

-877'-' 
614 
404 
194 

1,899 
1,507 
1i114 

780 

2,886 
2,493. 
1,570 

0 

0 

0 
,0 

0 
" 

" 0 

59 
0 
0' 

0 

1,309 
916 
524 
326 

2,559 
, 2,166 

1,570 
0 

Notes: 	EITC fully Implemented to the 1996 levels. Work expense equals 10% of earnings up to a cap of $88 per month. No child care expen,ses are assumed. The AFDC benefit 
assumes a $120 Income disregard. When no housing subsidy Is available. the food stamp benefit calculation assumes a $103.50 excess shelter cost deduction. 50% of 
the maximum. The housing subsidy benefit calculation auumes a 45th percentile FMR of $819 per month for New York. When the tax threshold ls'the I?asls of the benefit 
claw back. the maximum beneflt reduction equals 25':' of tOf:a1 benefits; when 125% percent of the ,?overty threshold Is used. 100% of benefits can be clawed back. 

" 
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME ~ARNER IN·'NEW YORK, JULY 1993 . .- . . . 

Other Adult Tax Mother & Children Other Adult Combined Reduction In Combined Dls[!osable Income 
c 

L In filing Filing a.n.Ola a.n.lll1o, 25% Claw B,ck 25% etaw Back 25% Claw Back 25% Claw Back 

, I ' unH for. , Status I" AFDC + Tax9d Tax9d 0' AGI + EITC + 0' AGI + ' of AG! + EITC + 01 AGI + 
' In-,n Other Food' Housing Disposable Disposable .EITC 6: EITC not Tolal Banalila Tola! B.n.fits Tolal aan.llta. Tolal B.n.llta • 

e AFDC Kind Adult Mother Stamps Subsidy , Earnings EITC Income Income R9duc.d R9duo9d • TnThrllhld" • TaxThrllhlli 1.2S·PovThrllhld '1.2S·PovTh,lIhld 
1 

.. 

. .. 
1 · · 'S dnf '9,048 ' 7,894 5,0'00 ' 286' -4,403 , 21,345, 

' 

666 666 1,111= - 1,111 617 617 
-2 HH d,nf 9,048 7,894 5,000 2,000' 6,118 23,060 ' 569' 569 , 1,449 , 949 955 

; 

455· · 
3 ' • · J dnf 9,048 7,894 5,000' - 2,000 6,118. _' 23,060 951 951 2,086 1,586' ' 

" 

' 1.390 890 
4 dnf : 8,~0~ 6.394 5,000 286 4,403 ' 19,605 405 405 '676' , 676 ,182 182· X S 

.5 · X HH 'dnf 8;808 ,6,394,' 5,000- 2.000 , ' 6,t18, 2,~,32()_ 395 r 395 1,159 659 665 165 
' -.. 

"·6 . 'X '8.~08 '6,394 5.000 2,000' 6.118 : 21.320· 690 690 '1.651, ' 1,151 ~55 455· J J .. 
'7 X ' . X J J '7,236 ' 7,068 5.000 2.000 6.118 20.422 " ,556 556 1.426 . 926 730 230 

,- , 

• 
8 · · S dnf 9;048 . 7,894,: 10,000 ,0 7.643 24,585 666 666 1,111 . 1,111 617 617 
9 HH dnf 9,048 7,894 10,000 3,272 11',507 28,449 -3,555 1,319 2,824 ,2,199 2,523 1,~05- · 

10 · · J dnf 9.048 7,894 '10,000 3,272 11,507 28,449 , 3,937 1,701 3,653 ' -2,836, . '2,958 2,140 
~, ' X11 S' dnf 7,608 4,894 ' 10;000 0 7,643 20,145 0 0 1 1 o ' , 0 

12 · X HH dnf 7.,60~ '4,894 10,O()0 3,272 11,507 24,009 ' , ' 2,488 875 2,084 ' t,459 1,783 965 
13 X J ' J 7,~08 4,894 10,000 3,272 11,507 24,009 2,648 1,035 2,543 1,726 1,848 ' 1,030· , . 
14 X X J .J -2,568 6,972 10,000 3;272 . 11,507 .- 21,047 , 1,781 591: 1,803 985,· 1.107 289 

1-, 
15 -,. · S dnf 9.0,48 ,7,894 15,000 ': ' 6. 11,454, 28,396 , 666 666 1,111 ' 1,111 617 617 

, 16 · · HH dnf 9,048 7,894' , 15,000 2,362 14,783 , 31,725 '4,056 1,694 '2,824 ' 2,824 3,545 2,955
,te o' 

17 · · J dnf 9,048 7,894 15,000 2,362 15,158 32~100 ,4,813 2,451 4,236 ' 4,086,' '3,980 ' '3,390 ' 
18 · X "S dnf 6,924 3,394 15,000 0" 11,454 21;772 .0 0 , 0 0 0 0 
19 - X HH : dnf 6,924 :3,394 15,000' 2,362 14,783 25,101 2,481 ' 1,032 1,720, ' 1,720 2,441 ,1.851 
20 X J J. 6.9,24 3.394 15,000 ' 2.362,: 15,158 25,476 ' 2,907 1,458, ,2,580 2,430 2.324 1!734· 
21 X X J J, ' 1.368 5,472 ,15,000 2,362 15,158 ' 21,998 1,896 936 1,710 . 1,560 1',455_ 864 ' 

.. 

Notes: If the other adult claims the children for tax purposes, tliA mother's taxable Income Is set equal to 1/3 of her benefits (when benefits,are taxed). However, when the a'ther adult does 
not claim them, all tax related to benefits Is withheld from U'\e mother's benefits, When the other adult files JolnUy with the mother, his/her tax liability equals their combined tax minus 

'the amount withheld from the mother's benefits-the Increment In the other adult's tax liability from the children's share of benefits I~subtracted from the EITC. When the tax thres
hold Is the basis of the benefit claw back, the maximum benefit reduction Is 25% of total benefits; when 125% of the poverty threshold is used! 100% of benefits can be clawed back. 
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DISPOSABLE INCOMe, A MOTHER WITH TWOCHILDRt;:N IN NEW YORK, JULY 1993 

'L 

n 

e' 

Number 

of 

,Months 

Worked 

Cur rent Law Reduction In o I,a ~ 0 s a b Ie, Inc o~m e 

Annual 
Earnings 

1 ' 

Food 

AFDC 

Housing Disposable 

Subsidy IncOme 

a.n.Ote 

Taxed 

&EITC 

Reduced 

B.n.Ota 

Taxed 

I.EITC nof ' 

ReduCiOd 

25%,Claw aack 

of AOI .j. EITC + 
Tolal aen.m. 

• TuThrahld 

, 25% Claw Back' 

of AOI + 
Tolal a.n.llt. 
• TaxThrahld 

25% Claw Back' 

of AOI + EITC + 
Total B.n.llla· , 

1.25·PoyThr.l\ld, 

2.5% C?'aw Back 
of 'AGI + 

Total B.nellt.. 

1.2S·PoyThrahld 

1 0 

2 6 

3 8 

4 10 

,5 12 

6 12 w/o bntt. 

- 7- -6" 

s- s 
9 10 

10 12 

11 12 wlo bnfta 

12 6 

13 .~. 

14 10 

15 12 

161,2 wlo bnfta 

17 6" " 

18 8 

19 H) 

20 12 

21 12. wlo bnn. 

0 

5,000 
5;000 
5,000 
5,000 

5,000 

·10,000 
10,000 
10,000 
10,000 

10,000 

15,000 
1,5,000 
15,000 
15,000 

15,000 

20";000 : 
20,000 ' 
20,000 
20,000 

20,000 

6,924 2,124 

~,~62 1,866 
2,884 2,132 
3!,124 2,064 
3,360 1,992 

- 3,462 1,062 
2,308 980 
1,154 1,294 

0 1,608 

.
3,462 1,062 

·2,308 708 
1,154 354 

0 408 
.. -

. 3,462' . 1,062 
2,308 708 
1,154 354 

0 0 

, 

7,894 16,942' 

7,433 ' 18,879 
7,606 18,740 
7,534 18,840 
7,464 18,934 

6,118 

.5,933 21,964 
6,279 21,074 
6,626 20,581 
6,972 20;087 

11,507 

4,433 23,740 
4,779 22,579 
5,126 21,417 
5,472 20,663 

14,783 

3,947 ;26,069 
3,279 , ',23,893 
3,626 22,731 
3,972 21,570 

17,598 

666 

1,009 
,95~ . 
995 

1,029 , 

3,253' 
2,932 
2,754 
2,576 

3,230 
2,811 ' 
2,392 
2,120 

'2,579 
2,253 
1,851' 
1,432 

666 

789 
768 
783 
797 

-1,194 
1,060 

986 
912 

'1,344 
1,169 

995 
882 

.1,271 
944 
770 
596 

1,111 

1,815 
(1,781 
' 1,806 
,1,829 

'2;614 
2,392 
2,268 
2,145 

2,239 
1.949 
1.658 
1.470 

2,118 ' 
1,574 
1,283 

993 

1,111 

1,315 
. 1,281 
1,306 
1,329 

.. 

1,989 
1,767 
1,643 
1,520 

2,239 
1._949_ 
1;658 
1,470 

'2,118 
1;574 ' 
1,283 

993 

61.7 

1,322 
1,287 
1,312 
1,335 

2,313 , ' 
' 2,091 

1,968. 
1,844 

2,961 
2,671 ' 
'2,380 
2,192 

3,826 
3,282 
2,992 
2,701 

,617 

822 
'787 
812 
835 

1,496 
. 1,273 

1,150 
1,026 ' 

2,371 
2,080 
1,790 
1,601 

3,499 
2;955 
2,665 
2;374 

Notes: EITC fully Implemented to the 1996 levels. Work expense equals 1'0% of earnings up to a cap of S88 per month. No child care expenses are assumed. The AFDC benefit' 

assumes a $120 Income dlsre~ard. When'no housing subsidy is available, the food stamp benefit calculatlonassumes a $103.50 excess shelter cost d~ductlon, 50% of 

the maximum. The housing subsidy benefit calculation assumes a 45th percentile FMR of $819 per rri,onth for New YQrk.When the tax threshold Isth" basis of the benefit 

claw back. the maximum benefit r,eductlon equals 25% of total benefits; when 125% percent of the poverty threshold Is used, 100% of benefits can be clawed back, 
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;, .EITC ~ 
01/21/94 DISPOSABLE INCOME, FAMILY OF ONE PERSON, JULY 1993 Chid SUP!) 

,_ ' m~:..:..",,;,~~~,~~.'!:.'.i~··:" • .. 

09:02 PM Col. A ISSI X 
Food Sta X 
Housing S 

. 
'Annual Earnings 1993 . 1993 Taxable Federal Anliuai Annual .. Annual 

from 0 Hours Poverty Tax Income' Income Housi'ng .S S,I Food . Disposable 

Work ~er Week Threshold Threshold .~] , Tax Subsidy Jan-93- Stamps . Income 
State.s . ($4. 25/Hour) Bnftstaxd [ Off] ' .. Single-Ll- ~ FY'94 

. 	 '....-..--..-~ ......---...-.......-...-----~ .....--...--......... -':"'---- ..............._-_......... _-----_..........,.............. _--------- ...-... ~.....-----.':"'-~~~ -:..-"":-...~-':!----..--	 ----------_...... _.... -..... ----...... ~-................ ---------_...... ------_........ -- ...... 

. California o 	 6,816 6,950 490 74 

., o 7,449 o· 7,367 
., ' 

o 6,816 6,950, 7,054 1,058 6,564 7,440 o 12,946 

r.. 
tl 
~ 

, 

50SSSI01 	 21-Jan-94 
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'l EITC X 

01/21/94 DISPOSABLE INCOME, FAMILY OF TWO PERSONS, JUlY 1993. , Chid Supp 
. 1:" "', ," ~""""';':,"';; .. ~.-:;. ..,., • t . ,09:07 PM 'Col. A:· .1 S S I . X 

Food'Sta X~ 

'I Housing S 

Annual Earnings . ·1993 1993 Taxable Federal ' Annual Annual Annual 

from 0 Hours _Poverty Tax Income Income Hciusing S S I Food ' Disposable 

Work per Week Threshold ' Threshold Tax Subsidy, JUI-93 Stamps: IncomelJn1B!!L 
Stat~s ($4~2S/Hour) Bnfts taxd [ Off]t . -2-Persons- FY'94 

..------------~-------- ..-------------- --------------------------- -... -------~-;;.- ..-- .. -~-~:.----,;.::------.;. ---------------
California o 9,192 12,300 1,380 . 2'0.7 o '13,680 0, 13,473, 


o 9,192 12,300 7,644 1,147 '6,264 13,680 o , 18,797 ' 

\ 

,; 
-)t 

~. 

SOSSSIDI 21-Jan-94 
J! 
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. TABLE 8. REVISED I, 

,NUMBER OF FAMIUES RECEIVING TRANSFER PAYMENTS AND AVERAGE BENEFIT. BY POVERTY LEVEL· N 
• • . !. ....-' 

c.o 
.J:>"All dollar amounts are in 1994 dollars 

(J'1• 'No.olchildrenllnds(18(thou.) . , 1.194 7.316 2.743 11,765 10.300 33.561 66.927 . 43,861. 65.5% I o 

" 

Number of f,amilies rec-aivif!9 AFDC (thou.) '. 228 1,969 538 1.649 565 496 5.449, :.1.061 19.5% 

Percent of families recejvirfg AFDC 7.3% 24.9"/0 19.3%, 12.5% 4.2% 0.8% : 5.2% 1.4~1o c: 


;:;0
Average annlJaI:benefiti.. $2.707' • $4.842 $3.800 ' $3,641 $3.263 $2,616 'I $3.919 I $2.960 co 

• :Do
Total annual benefit (nlin.) ;$618 $9.532 $2,044 $6.005 $1.842 $1.298 $21,355 b $3.140 14.7% :Z:, 

-..:. 
" NUll1ber of families recaiying SSI (thou.) < 20 1.297 ' 276 ' 1,206" S8,3 700 4,1 8S.~ 1.383 33.0% V5 
. Peroent 0' families rec!jivlng SSI 0.6% 16.4% . 9.9% 9.1% 5.1% 1.1%. . ' 4.0%, . 1:8% ~ 

.• Average eMusl benefit' ' $3.152 $3~531 $4,336 $4.015 $4.738' $4.319 $4.058' $4,526 ~ 
c:

Total annuatben~fit (milL) $62$4,580 $1.195 $4,843,~ , ' $3.236 $3.021 $16.976 b,' $6.258 3~.~% ~ 
rr1 

......... 
, Number of fam,il,ies rece.~....!ng'F~od Sta.mps (thou.) , (053 3,654 1,223 4.247 1.35l;l 657 12,25;' \. 2!013 16.4% "

,....----...... 
150%? poverty !' 

" Amounls % of total i 
No. 01 families. i.,II~rel. indiv. (thou.) 3.132 1.900 2,787 13.223 ' 13.518 63,986 104,667 II ,77.504 7<.0% 1

" ' 

..., 
;:;0.'. 

. ....
N 

Percent of famIlies recelvlng, Food Slamps 33.6% ' 46.2% 43,,9% ,32.1% 10.0% ' 1.0% ' 11.7% '\ 2.6% 

Ave~ag9 annualbenefit $1.764 $2,313:' $2,020$1,409 $~13, ,$440 $1.658 I '$69f 

Totalaflnualbenefit(mill.) , $1.857 $8.451 $2.470 '$5.985 $1.-103 $26~ $20,314 b $1,392 6.8% 


Number of families receiving housing subsidy (thou.) .3' • 359, 336 1,920 1,221 ' 397, ,4.238 '\ 1,618', 38.2% 
,ilPercentoffamifiasre<:eivinghousiogSlJbsidy ,0.1% 4.5%' 12.1% 14.5%, '!i.0%0.6%· 4.0% 2.1% 

Average annual benefIt ' ' , $384 $5.448 $5.192 $4.138, $3.919, $2.6.31 $4.f27 ' $3,603 
, Tota.'aflnual benefit (milL) ", $1 $1.958' $1,746 '$7,945 $4.787 $1,044 i $17;492°, $5,83.1 33.3''10 

Numb&r offamiliesreceiving EfTC (thou.) 865 3,210 1.313 5.251 3,423 3.532' 17,599 6,955 39.5% 

Percentol famifles reoeivirig EITC 27.6% 40.6% 47.1% 39.7% 25.3% 5.5%16.8% $.0% 

Average annual EITC $338 $915. $1.274, $1.486 $1.020 $681 $1,057 $B48.
I 
Total annual EtTC (mill.) $292 $2,937 $1.673 $7.803 $3.491 $2,405, $18,602 bl. $5.896 31.7% 

Totall(ansfer,bene!its·:AFDC,SSI.FS.ho'using (milL)· ,$2,539 $24,520 $7,455$24.776 $10,968 ($5.652)'j' $76.1381 $16.62,0 21.8% 
iI TotaJ t(anslar benefits plus EITC (mill.) $2.831 $27.457 ' .$9,128 ' $3,2.580 $14,459 $8.057 I $94.740 I $22,516 23.8% 

'Souroo: The Urban Institute's TRIM2 Model 

Definitions: , ' , ' , '. 

"Family· is defined to include relatt:d subfamilies as part of the primary family. A 'amily may include mote than one tax unit. 

Children are defined a~ persons under age 18 who are not Ihe head or spouse of a primary family or an unrelated subfamily. 

Income for percenl-of·poverty is cash after federal inoome tax and FICA tax plus the cashvaJua of Food Stamps ana housing subsidy. 

'Families with negaliva net income ale not shown separately bvt are included in the totals. , 

No~s: " ' , 

'a. Transfer program simuiations use 1991 program .ules. The EITC calculation uses 1996 rules. 
b. TRlM2 estimates may diH~r (/00) aclual p10gram data., . 
c. SSI benefits to children 'under age15. and benefits to the institutionalized. are nol captured.' 

co 
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'. TABLE 1 , 

AGGREGATE EFFECTS OF TAXING TRANSFER PAYMENTS: 


EITC CALCULATED USING NEW AGI DEFINITION'· 


. All dollar amounts are'in 19~4 dollars. 

-

il 
Baseline Alternative IA2: Alternative IB2: I J

" Tax SSI, AFDC Tax SSI, AFDC, _. -
, FS housinQ subs. I ,,.,..' . ';...-

U·I -

Number of families' & unrelated iridiv. (mill.) 
 104~7 104.7 .' 

I Number of children under .18 (mill.) 
1.04.7
66.9 66.9 66.9 

I 
I Federal income tax liability 

" 

,
'. 

I .Total tax liability ($bill.) $438.5 $439.4 
I Change from baseline ($bill.) $0.9 . $3.1 . 
I Percent Change from baseline 

$~ 
0.2% O. 0' 

I ".

Adjusted Gross Income -

Total AGI ($bill.) . 
 $3,673.3 ·$3,711.7 . $3,749.4 

.. ,Change from baseline ($bill.f· $38.3 $76.1 

Percent change from baseline 
 ,1'.0% 2.1% 

-
Federal income tax returns 

99,762. 100,642 101,483 

Change froin baseline (thou.) 

#of non-$O tax returns (thou.) • II 

880. 1,721 

# of return~ with positive tax (thou.) • 
 85,98085,088 87,403 

Change from baseline (thou.) 
 892 ' '2,315 

. " 
:Poverty Counts, using after-tax income , 


plus Food Stamps and housing s~bsidies
I 
,I' Families (mill.) 12.4 12.4 .12.5 


Per.cent of families 
 11.8%11.8% 12.0% 

Children (mill.) 
 9.7 10.19.7 , .. 

Percent of children 
 14.5% '14.4% 15.0% 

I 
! , 


Poverty Gap, using after-tax income 

'. 

, 

. Size of gap ($bill.) 


plus Food Stamps and housing 'subsidies 
42.6 42.6 42.9 


Percent change from baseline 
 0.1% 0.7% 

Source: The Urban Institute's TRIM2 Model 
j 

" 

Definitions: 

"Family" is d.:fUled to include related subfamilies as pan of lhe primary family. 


A family may include more' than one laX unit 

. I 
lncomt: for tht: poverty calculation is cash income. plus Ihe value of Food Stamps and ho~sing subsidy, . 


after fedt:ra1 payroU and income lax. 


The poverty gap is the amount of money necessary 10 bring a1.l families'and unrelated individuals up to the poverty threshold. 


wht:re poverty is based on after-laXcash,inco~e plus the cash value of Food Stamps and housiflg subsidies. ' 


Children are,deCUled as persons under,age 18 who are not the ,head or spouse of a pri";'ary family or an unrelatt;:d subfamily. 


NOles: 
a. Thes~ baseli~e estimates differ slightly 'from those in the 10/14 memo,due to slight lechnical differen~s: in panicular. '. 


,lhese figures use lhe weighl of lhe family head. while tables in lhe 10/14 memo use lhe wdghl of lhe head of the lax uni!. 
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TABLE 4 


TAXING TRANSFER PAYMENTS: EFFECTS ON TAX LIABILITY BY PERCENT OF POVERTY, 

POVERTY BASED ON AFTER-"AX CASH INCOME PLUS THE CASH VALUE OF FOOD STAMPS AND HOUSING SUBSIDIES 


, '. t . EITC CALCULATED USING NEW AGI DEFINITION 

All dollar amounts are In 1994 dollars 

No. of families, unrel: indiv. (thou:) 3,132 7,900 2,787 13.223 13.518 . 63,986, IINo. of children un~er 18 (thou.)' 

Baseline , 
Number of return~ ~Ith positive tax (thou.) 
Tot~ tax liability (milL)' " 
Average tax liability per family 

'Tax liability as%.of total family income 
0-' ° • ~ 

Alternative 1A2: TaxSSI and AFDC 
-

Number'of returns with positive tax (thou.) 
Percent change from'baseline ' 

,T!Jtal tax liability (mill.) 
Change from baseline' (mill.) 

,Percent change from baseline 

Average tax liability per .family 
Change from baseline 
Percent change from baseline 

Tax lIabilitv as, % of tola'.'amily Income 

Alternative IB2: Tax 5SI. AFOC. Food Stamps. 
. ' and housing subsidies' ,. ., 

Number of returns with positive tax (thou.) 
Perce!1t change from b<;lseline 

Total tax liability (mill.) . 
Change from baseline (mill.) 
Percent change,'!rom ba~eli!1e 

Average tax liability per family 
Change from baselif!e 
Percent change from baseline 

Tax liability a~ % of total family income 

Source: The Urban Model 

Definitions: 

1,194 7,316 .2,743 11,765 10,300 33,561. 

73 466 547 4.428 8,816 70,755 
(~289) ($2,800) ($1,.w0) ($3,751) $9,504 $437,311 
($92) ($354) , ' ($531 J ($284) , $703 $6.834 

~5.8% ·5.3% -~.?% -2..1% 3.4% 12.5% 

·87 587 594 ' 4,673 9,042 ' 70,922 
19.7% 25.9%, 8.5% 5.5% 2.6% 0.2% 

($294) ($2,786) ($1.458) ($3,529). $9.728 $437,691 
($5) $14 $22 "$222 $224 $380 

·1.7% 0.5% 1.5% 5.9% 2,4% 0.1% ' 

($94) ($353) ($523) -<$267) $720 $6,840 

($2) $2 $8 $17 $17 $6 


-1.7% . 0.5% 1.5% '5.9% 2.4% " 0.1% 


·5:9% -5.3% -5.5% -2.0% 3.5% 12.5% 

90 725 705 9,390 71,083 
23.3% . 55.5% 28.8% 6.5% 6.5% 

($294) ($2~635) ($1,273) $1 0,311 $43~ 
($5) $165 $207, . $807 5 

-1.7°/.. 5.9% 14.0% 8.5% 0.1% 

($94) ($334) ($457) $763' $6,843 
($2) $21 $74 $60 $8 

-1.7% . 5.90/ .. '14.0% 8.5% 0.1% 

-5.8% -5.0% -4.8% -1.3% ' 3.7% 12.5% 

\ ' 

"Family· Is defined 10 include related subfamilies as part of the primary family. 

A family may include morelhan cine tax unit. . • . . , 

Children are defined as persons under age 18 who are not the head or spouse of a primary family or an unrelated subfamily. . 


'104.667II 
66,927 

85.088 
$438.495 


$4,189 

·10.9% 


85:980 

1.0% 


$439.354 
$8591~ 
0.2% 

$4,198 ' 

. $9 


0.2% 

10.9% 

87,403 

2.70/0 


$441.596 
$3.101 ~-"-

0.7% 

$4,219 I " $30, 

0.7% 


10.9% 

' 
. Income for percent-of,pove'hy is cash alter f~derallncome tax and FICA tax plus the cash value of Food Stamps and housing subsidy, 
Families with negative net Income are not shown separately but are Included In the totals.· 
"Total family income" includes all cash Income reponed on theCPS, but with simulated AFDC and SSI hi place of the 

, reponed amounts and with TRIM2·imputed capital gains Income., . '.' , ' . 
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TABLE 2 
. TAXING TRANSFER PAYMENTS: EFFECTS ON TAX lIABILrrY BYFAMI!-Y TYPE FOR ALL FAMILIES 

. 

I 

Number of families, unrelated indiv. (mill.) 
Number of children under 18 (mill.) .. 

- : ,
Baseline , 

'.. 
Number of returns with positive tax (th9J.) 
Total tax liability.(mill.) " 

Average tax liability per family . ! 

Tax liability as % of total family income: 

Alternative 1A2: 1.:8.l!. SSland. AfDC, 

Number of returns with positive·tax (thou.) 
Percent change from baseline 

. Total tax liability (mill.) 1i
Change from baseline (mill.) 

I 

Percent change from baseline. , 

AVerage tax liability per family 
Change from baseline. 

. Percent change Irom baseline 

Tax liability as % 01 total family income 

Alternative lB2: TaxSSl, AFDC, Food Stamps, 
and housing subsidies 

Number 01 returns with positive tax (thou.) 
Percent change Irom baseline 

Total tax liability (mill.) 
Change from baseline (mill.) 

. Percent change from baseline 

Average tax liability per lamily 
Change Irom baseline .' 
Percent change Irom baseline'. 

Tax liability as % oltotallamily income 

Source: The Urban Inslitule',s TRIM2 Model.. 

. Definitions: 

EITC CALCULATED ~SING NEWAGI DEFINITION 


All dollar amounts are in 1994 dollars 

~ 

FAMILIES WITH CHILDREN 

2 Parents, 1 Worker 
PT or PY FT and FY 
2 Parents, 2 Workers 

PT or PY FT and FY . 

10,724 7,046 1.505. 5.400 
20,619. '12,138 3,102 11,192 

, 
728 4,889 


$56,190 $57,308 

10.656 8.231 

$820 $25.013 
$5.240 $8.133' $545 $4,632 
10.1% 12.2% 2.0% 9.4% 

, 

751 4,944 
0,6% 0.5% 

10,716 8.273 
3.2% 

~ 

.' 1.1% 

$56,317 $57,356 $913 $25,116 
$127 $48 $93 ·$103 
0.2% 0,1% ,11.3% 0.4%,'. 

$5,252 $8,140. $607 $4,651 . 
$12 $7 $62 $19 

'0.2% 0..1% 11.3% 0.4% 

10.10/0 12.2% 2.2% 9.4% 

785 4.984 
1.1% 0.5% 

10.777 .8.275 
7.8% 1.9% 

$5~ $57.372 $~ $25.396 
3 $38392 $64 

40. % 1.5%..
$5.:~ ;'11;;'. $765 $4,703 : 

$46 $9 $220 . $71 
0.9% ,0.1% 40.4% . 1.5"io 

10.2% 12;2% 2.8% 9.5% 

-Family" includes r.I ••• d sublamih", IS pa" of ,h. primary family. NOTE: A family may include more Ihan on••ax Wl". 


Children ue defined IS p""ons Wld.. 'g' 18 who "'. nOllhe head or spow. 0(. primary f~ily ~r.,. Wlt.laled s~b(lI/Ilily. 

"PT or PY- mean, ei,he< the head or spow. of Ill. bro.d family worls put-lime Of pUI-yeas.. 


"FT >lid IT- mea", iIJly head or spaus. worter w';,h lull·lim. iIJld rul!-yUl. 


"NO WORK ERS" meatls ".',he, .he h••d Uf s!"'us. of Ill. broad (unily ~ earnings; iIJlolllct (unily member m.y h.,·, earnings. 


;'T0.,1 family inc"m." mcludes .11 ,uti mcnon, 'r.parled on .h•.CPS, bUI wid. simubled AFDC' iIJld SSI in pl.ce of Ill. r.parled 


anhlW"ilS .lud "':lth TKJM1.jtOputed capital giins 

1 Parent, 1 Worker 
PT or PY FT and FY 

2,959 4,228 
5,152. 6,901 . 

. .762 3,235 
- ($2.050) $6.386 

($693) . $1.51.0 
-4.1% ' 4.7% 

802 3.281 
5.3% 1.4% 

($1.957) $6,441 
$93 $55 

4.5% 0.9% 

($661) $1,524 
$32 $14 

,4.6%' 0.9% 

·3.9'%. 4.8% 

920 3.314 
20.8% 2.5% 

(~. $6,704 
$318 

26.6% 5.0% 

··($508) $1.586 
$185 $76 

26.7% 5,0% 
-3.0% . 4.9% 

.. FAMILIES 
NU IS WITH NO 

CHILDREN 
2 ~arents 1 parent] 


750 .2,9:32 
 69,122 
1,522 6,302 0 , 

'. 

55,921 
$391 $859 

225 441 
$293,579 

$521 $293 $4,247 
2.50/0 2.4% 11.9% 

" 

255 '568 56,390 
. 13.4% 28.6% 0.8% 

$410 $895 $293~ 
$19 $36 -~ 

4.9% 4.2°/~ ! , ° 

'$546 $305 $4,251 
$25 $12 :$4 

4.9% 4.2% 0.1% 

2.6% 2.5% 11.9"/" 

57.023 
30.2% 133.8% 

292 1.032 
2.0% 

$428 $1.071 

$37 $212 
 $2~'. $71: 

9.5% 24.7% 

$570 $365 $4.258 
$49 $72 . $11 

9.5% 24.6% 0.2% 

2.8% 3.0% 11.9% 

" 

All Families 

104,667 

66,927 


85,088 

$438.495 

. $4.189 


10.9% 

i 
1.0% 

! c 85,980 

$439,354 

$859 

0.2% 


$4,198 
$9 

0.2% 

10.9% 

87,403 
2.7% 

$441,596. 

$3,101 


0.7°/. 
. $4,219 

$30 

I0.7% 
10.9°~~ .. 
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 . TABLE 6 

TAXING TRANSFER PAYMENTS: WINNERS AND LOSERS BY PERCENT OF POVERTY, 


POVERTY BASED ON AFTER-TAX CA~H INCOME PLUS THE CASH VALUE OF: FOOP STAMPS AND· HOUSING SUBSIDIES' 

EITC CALCULATED USING THE NEW AGI DEFINITION 


r~ ., 
All dollar amounts are in 1994 dollars, family counts. are in thousands . .' . . 4 


TOTALBASELINE PERCENT OF POVERTY (REDEFINED POVERTY MEASURE) 
. < 50%, . 50-94%. 95-1 05% . 106-149°/6 150-199% 200%"+ . All l 

104.667Number of families, unrelated iridiv: (thou.) .. 3J32 ' 7,900 2,787 13,223 13,518 63.986 

Alternative IA2: Tax SSI and AFDC' 

Lost $500 +, 9 14 10' 143 ·-136 282 
 586 

.. Lost $250~499 


Lost $50~249 , . 

Little or no change 

Gained $50 +'. 


Percent of families lost $250+ 
Percent of families lost $50 + 

•.1 


Ayerage Loss $500 + 
-) 

Aliernativ~ IB2:Tax $SI; AFOC, Food Stamp 
. . ..' and housing subsidies . . . 

. Lost~500-+ 'I ! 


Lost $250-499 ' 

Lost $50-249' 

Little or no change 

Gained $50 + . 


Percent of families lost $250+ 

Percent of families lost $50 + 

Average Loss $500 + . 

.~~ 
- ............ - ..... ~.-......- 

0 14 17' 181. '185 329 

.13- 83 63 280 216' 2~3 


3.104 	 7,769 2;697 12;603 12,975 . 63,145' 

15 21 0 17 6 17 


0.0%. 0.3% ·1.00io 2.4% . 2.4% 1.0% 
0.4% . 1.4% ,-3.2% . 4.6%" . ·4.·0% .1.3%.' 

$621 $679 $861 .$946. . $843 

1 


0 103 . 176 1,047 . 578 .. 375 

3. 85 91 914 ·321 404 


.15 . 339 167. 937 578 ' 484 

3.Q99 . 7,352 2.354 10.314. '12',035 . 62,70q 

: 15 21 0 12 6 17
-
0.1% 2.4% ~ 9.6% 14.8%· .:~.6% : 1.2% 
0.6%' .6.7% 15.5% 21.9% 10.9% 2.0% 

$907 $849 . $874 $1.067 $861 

726 

868 


. 102,411 

76 


1.3% . 
.,.< .. 2.1% . 

$862 

2,281 
1,817 . 

. 2,519 

·97,977 


72 


3.9% 
6.3% 

$92Q 

Source: The Urban Institute's TRIM2 Model .' 

, 
Definitions: 

"Family" is defined to include related subfamilies as part of the primary family: 

A family may include more than one tax unit. . 

Children are defined as persons under age 18 who are not the head or spouse of a primary family or an unrelated sf,Jbfamily. 

Income f.or percent-of-poverty is cash after federal income lax and FICA tax plus Food Stamps and housing subsidy. 

Families with negative net income ar~not shown separately but are included in the totals. : ._! 


-' 
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THE URB A N r:N ST IT U T:E 

,MEMORANDUM' 

TO: Bill Prosser ''.. ' ¥-~ , . ",,; 
Keirh Wats'on ~d John Sabe1haus ~\:. 

, ,~ .. ' , 

" '", 

TaXing AFDC, SS1, and Food Stanip~ 'Wirhou~ ·taxinghousing subsidies 
1,_' " ..

',.
DATE~:;'" .. ':January 19, 1994 ..' 

As you requested, we have simui~ted'the proposal to tax. AFDC, SSr;and tl).e .cash value 
. . " . - ... ~. '. ' '" - ", : " " , 

. ofFood Stamps, without taxing housing subsidies. We'have simulated this proposal with two 
, . '. 

different specifications for the EITe. Under .rhe first specification, the transfer payments being 
, '. . , ' . I., ., , 

£aXed are not considered part of AGI for the EITe cakul,ation. ~ Under the second, AFDC, SS!, 

and the cash value of Food Stamps ateconsiderexi part.of AGI for the.EITe calculation;' we will 

.focus primarily on this specification in this memo .. ' " 

We find that when transfers are considered part of AGI for the EITe calculation, t~tal 

federal .tax liability increases by 0.4% above the baseline to $440.5 billion. This is $1.1 billion 

less than total federal tax li~bility when housing subsidies'\are,taxed in addition to AFDC. SS!, 

and Food Stamps (alternative m2)~ 'J-;Jow,ever, !he b~denory. families in poverty is also mitigated . 

.V{hen the EITC is calculated. baSed on the' old Ad! c~~cept, toeal federal tax liability increases 

by 0.2% above the baseline to $439.4' billion. 

We refer to . the sin1ularion in which' AFDC, SS1, and Food Stamps are taxed as 

Alternative C. Alternative Cl refers to the simulation in which AGI used for theEITC does not 

. include .transfer payments. Alternative C2 ;efers to the ~imulation in which AGI used 'for the 

EITe calcul~tiqn dots includ~ tr;;;Sferpaym~nts. Recall that.iil ,alternative A, AFDC and SST 
;';;. j 

· are the only transfer payments whicI-r.oare taxed, and in alternative B AFDC,SSr, Food Stamps, . 
• " • 1',' , 

and hOUSIng subsidjes are taxed: these 'two alternatives \Viil,be used for comparison .. , 

.' ~'· Simulation with EITC based on new AGI concept, 

The ~eslll[s froni;simulations IA2, rB2, and tC2,·in whi.ch .. rhe EIrCis calcu)ated;using
'." ". 

· the AGI measure which ,includes transfer income, <tIe shown in Tabje A belo\l.'. As expected, the . . .,' ., ' 

\ 
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changes for alternative C are greater than the changes in alt A but less .than those in: 'ak B. 

Total tID.: liability increase~ by·O.4% above' ~he ba.S~line, .comp.u;ed to a 0.2% ~crease for 

alr. A and a 0.70/0 increase for alt.-.B. 
. . 

The .effects on families at less thaI]: 1 05%.of poverty·are.closer [0 those in al.t.B, however~ 

Under alternative.C, average tax liability for [hose families "increases by 6.3% and the ptrcent 

of poverty families losing $250 or more is 2.7%. 
. ' ,:'~."~~' -". , - :,~..- . . . 

Additional detailed information (In alternative"C2tan be found in Tables l,2,4.5~and 6 

at th~'end of this memo. l . ·It#' 4f-Pc, 
-fAX I}~ . ~btrp>. ~:7 
. . ..... ~t. .."...../.#77

j;Table A 
. Comparison. of Proposals to Tax Transfe PaymentS 

with EITe Oilculated Based on AGl which Inel es ~ransfer I?cpme 
• 'I 

Total Federal Tax-Liability (bilL) 

Change from baseline. 

% change from baseline 

Families in Poverty (milL) 

Poverty Gap. (bilL) 

Avg taX liability. familie~ <105% poverty 

% change from baseline 

% . of all families loSing' $250+ 

% families <105% poverty losing $250+ 

Baseline. 

$438.5' 

12.4 

'$42.6. 

($331) 
! ~ 

~.' 
AIr. ~'F?=Al=t.=T;tB=2:::::;=O====="'i1 
$439.-4 

$0.9 . 

0.2% 

12.4 

$42.6 

{ 

'($328) 

0.9% 

1'.3% 

0.4% 

Alt. IC2 

$441.6 $440.5 
, 

$2.0$3.1 
'. 

0.4%0.7% 

12.5 12.5 

$42.8$42.9 

($304)' ($310) 
, 

6.3%·8.2% 

2.7%3.9% 

·2.7%.3.30/<,' 
, 

Note: All poverty measures are based on cash income plus the cash' valll:e of Food Stamps . 
. and housing subsidies after federal tax and FICA,. 

.' 

Simulation with EITe based on old AGI concept 

Under alternative C, with EITe talculatedusing the··old AG! concept which does not 
"." ,~I , 

include· transfer income, the .toral federal income tax .li~bility lncre.ases by 0.2% above the 

. ~, 

1 Table '3, which in previous memos has shown information for families receiving' transfer 
payments. is nor included. in this memo but, ~an be provided at your requesf 

.' . . .; " 
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baseline to $439.4 billion. ,'The number of families i~ pov~yd6es not change by asignificant ' 

amount 'and the poverty gap increascs by only 0,1 %. The average tax refund for f~mill~s at less 
, , 

than 105% of poveny is $328, a 0.9% increase in tax liability fwm the baseiine. , Of all famiiies. 

1.3% lose $25~ or more.an40.3%of families at'less thanJ05% of poverty lose $2500r more. 

Additio~al detail on this simulation is. 'provided in the tables at the end of this memo.. 

A note~·on the value ofhousiflg subsidies In TRIM2 

'The simulation, of' alternative C involves the removal of the' cash value. of housing 

subsidies from the list of items considered as taxable income. 'Obvi~usly, the "change in any 

family's taX liability from alternative B to alterna~iv~ ¢ c.1e~nds la~gely upon the size of [he 

housing' subsidy which that family r~eives_ However: .the ca'\b value of, the housing subsidy 

received by a family c~~ot be d~rcrmined with certainty bec~use for families in public housing 

it is an in-kind benefit 

Therefore TRIM telieson an imputation procedure in order to determine the cash value 
I .'.' . 

of the housing subsidy_ The cash value of the subsidy is equal to the fair market rent for an 
" ,'. . . 

. . . 
apanment'of the required size ul'the same stale. minlls the rent paid by the family. We believe 


that TRIM probably overestimates' the vaJueof the housing subsidy by overestimating the value 


. of the apartment, assuming that public housing Units are of lower qUality than a similar apartment 

, , 

in the same state. 
" .' 

.. ' 

, . ". ' 

'. 

, J 
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TABLE 1 
AGGREGATE EFFECTS OF TAXING . 

. .'AFDC. SSI. AND FOOD STAMPS 

All dollar amouf1tsare in 1994 dollars. 
. , 

I· .. _.. ~. ~- I·a,selinell Alternative IC1,: II ;;te;native ,C2:-"ll' 
~, ' . " , 1 EITg?BASED . EITC BASED II . ,.' 

I '. - .--=--=--=- ~ ON OLD AGLL ON· NEW A§LJ. 

'. rr:u:~b~r offamilies ~ unrelated indiv. (mill~' 104.7. II 104,7l--' ~04.7-----'
INumber of child~en under 18 (milL) 66.9' I 69,9 " . '66.9 . 

I 
Federal income tax liability" . ' I 


Total tax liability ($bilL) , '. ~. $438.5 $439:4 . I '~ 

Change from baseline ($bill.) , .. ". 
 «Q]::). ~ 
Percent change from baseline O,2%OA"/" 

Adjusted Gross Income 

Total AGI ($bilL) 
 $3,673.3 $3,731.9 $3.731.9' 
Chaoge from'baseline ($bill.) ,$58~6. . I $58.6 

Percent change from baseline 
 1.6%1.6"~o· I' 

Federal income tax returns 
,\# of non-$O tax returns (thou.)~' , . 99,762 100,868 100.758 , 
I' Change from baseline (thou.) 
 1.106. I .996 

# of returns with positive tax (thou.) a 85,088 86.21~I ' Change from baseline (thpu.) 1,126I I'Ip~vert~ ~ounts. using after-tax income' 
plus Food Stamps 'and housing subsidies 

I Families (milL). . ',12.4 12.4. 

86,307 
1,220 

12.5" 
Percentof families ,,' . .' 11 ~8% I' 11.8oh I'. ,11.9% 


.. Children (mill.) , I 9.7: ' 9.1 
 9.9 I 
Percent of children '\ .14.4%. 14.5°4 

<t'l 

14.8% I 
Poverty Gap. using after-tax income I 1 . 

plus Food Stamps and housing subsidies 1'.1

Size of gaR ($bill.) \ . 42.6 . 42.6 I . 42.8 

0.5%II _percent. change from bas~line-,--' . \, __. I ,O.1~/o: I·l

Source: TheUrb,in: In.-::lirute's TRlM2 Model 

Dctinitions: 
"Family" 1.> defined to include related $ubfamilie~ as p:.rt o.f Ihe prim~ family. 
'A family may ~ncludc mOIl:; thall one ux unit. 

Income for the poveny C3lculatiun is ca~h income. plus the ""lUll 'of Food Slarnp~and h~u$ino. stl~idy. 
after fedt::ral payroll and itlcomc UlX.' ,. , 

The povtny gap is the amount of money ncx.cssary t() bring all families and ilnrclated individiJlJs op lothc poveny threshold, 

wh~re poverty i~ buoo on after-tax ..:ash inCOtlle plU$ Ihe cash vlllueof F~od Stamps at'\d hOlli.~g $Ilb~dies. ' 

chi.ld~n lI..N derIDed :\s persons u~deT 19~ 18 who are 'nul llldiead or spou~c of ~ prim:u-y family or an unrelated $ubf:unily, 
> • •• ,1 . 

Notes: 
a. Thc.w u;c;eline cSlimaie,~ differ slighdy from thuse in th~ 10{14. m~mo dne. 10 sltr..hI,'technic.';.Idif{crcnces~ in particular; 


these fi£,u('e" U$C the ",cigln of.lh" f!lJTlily ht..d. while tables in the 1 0/14 'rri~lIlu'usc l!lJ' weight of the head of [h'c r~'\ unit. 
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ITABLE 4 
~ .~ TAXING AFDC. 581. AND FOOD srA~APS u::: 

i r E.FfECTS ON TAX LIABILITY BY PERCENT OF POVERTY I 
u::: 
.P> 

All dollar amounts are in 1994 dollars = rr 
t;:;'. . .' . \ BASELINE PERCENT OF POVERTY (REDEFINED 


======='====='===lIL-s 50% 50·94% 95;105%" 106-149%150-199% 
 .P>

iINO. of families, unrel,.lndIV. (lhOU'~)'I. 3,132 . 7,900 2,787. 13,223 . 13,518 6:3.986 104,6~7 ~ u..: 
0:. No. 01 chlldlenunder 18 (thou.) .'. '1,194' 7.316 2~743 11.765 10.300, 33.561 


. ." 
 " 66,927 ! 
Baseline . '. . . . , 

85,088 \.Numbsl of teturns with positive tax (thou.) . 73 466 547 4,429 8,816 70.755 c:: 
;;c$438,495.TOla/1aX IlabJlJty (milt) . ($289) ($2.800) ($1.480)' ($3.7~1) $9,504 $437;311 
0:

Average tax liability pel family. ($92) (S354) [$531J-' ($284) $703 $6,834 $4,189 

I 
:I>
:z"10.9%T ax liability as % of tOlal famlly Income . -5.8% ·5.3% . ·5.6% :2.1 % 3.4% 12"5o/~ 

::z: 
Altematlva IC1: EITC CALCULATED. \. Ii UJ 

-..:,
USING OLD AGI DEFINITION . . 

NumberofreturnswithpOsltlv~tax(thou.) 90 675 618 4,769 9.066 70,992 .\'.86,.213': 
Percent change trom basalrne . 23.3% '44.7% 13.c)''f., 7.7% 2.8% 0.3% . 1.3%'" 

'-.Total tax liability (mn!.). . . . ~ ($294) ($2,772).. ($1,460)~· . ($l,471) $9.73~ 5437,699 '$439,437'1' 
Change from baseline (01111.) . - . ($5) $28 $20 $280 $229 $366 . $942 ~ 

coPercent change Irom baseline .:. ·~1.7'10 1.0%' 1.4% . 7.5% 2.4% 0.1% O~2"/" l -0 

. Average taX lIabfli'ty perlamily .($94) ($3"51) ($524) ($262) $720 $6.841 ' $4.198 

Change from baseline . ($2) . $4 $7 $21 $17 $6 $9 

Peroant change from baseline ,1.7% 1.0% 1.4% 7.5% 2.4% 0.1% 0.2"/" I 


1..'. Tax liability as % 01 toialfarhUy income .~.a% ·5.2%' -5.5% ·1.9% . 3.5% 12.5% 10.9% ..,!.' 
:I>
::x::.. ! 

i ,. 

Alternative IC2: EITC CALCU~1~D '. , ','
USING NEW AGI DEFINITION ' . = p 

i,' Number of returns with positive tax (thou.) 90 6SS 623 4,812 9,094 70. ,998.1 86.307 'cp. 
Peroent change from baseline 23.3% 47;2% 13.6% a.7% 3.2% 0.3% 1.4% I <.>J 

<.>J 
-i::>,Total tax liability (mill.) ($294)"($2,660) ($1 •.323) (~2.88g) $9,887 $437.740 ..\ $440,463 

.<.>J 
Changelrombasellne (milL) , ($5) ~140 $157 $862 $a83 .. $429 $1,968 '! ~<:::.----

·Peroontcllaflgeflolllb~~eline " -1.7% 5.0% 10.S"/o 23.0% 4.0%: 0.1% 0.4% . 
':,.';II . . ,Averagetaxllabllilyper.fcilnlf>/ . [. ($94) ($337) "(3475) ($218) $731 $6.841' . $4,208

'l ' Change trombase/lne ($2) $18 . S56 $65 $28 . $7LJt9 1 
Per~em change Irom baseline ,·1.7%' 5.0% ' 10.S";" .23.0"/0 4.0% 0; 1% 0.4%

.' TaxUabllity as % 01 totalfamlly income J . ·5.8% . ·5.()% ,5.0% -1.6% 3.6"';';. 12.5% I 10.9'>/0u
Sour~: The Urban Instltute's TRIM2 Model 

Definitions: 

"Femay' is defined to include related subfamilies as ~rt altha prlmaiytamlly. 
A family may Include mOle than one tax unit. I ~ . 

Children are defined as persons under age ·18 who are'flot the head or spouse of a primary lamlly 01 ail unrelaled subfamily~" 
Income (or p91cent~of-poverty Is cash alter federal Income tax and FICA lax plus the cash value 01 Food Stamps and houslng subsidy. 
Families wilh negative nellnoome aJ9 not shown sepa~ately but are included in the Iotals. 
"Total famUy Income" includes ~I cash Income reported on the CflS, but with simulated AFDC and SSlln place or the 

reported amovnlS and with TRIM2-lmputed c::apltalgalns Income. -' . . 

.~ 

cp 
cp 

C) 
""'-J 

.', 

-0 
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.P 

TABLE 2 :: . :£ 
\. TAXING AFDC. SSI, AND FOOD STAMPS • ,,' rr 

C;
I.' EFFECTS ON TAX LIABILITY BY FAMILY TYPE FOR ALL fAMfLlES . , 

..C:>All dollar amounls ate 11'1 1994 dollars 
c.....:
0: _ 

'~~~~"irr.:':E:':::=~E=.:":'§~~~~Fi"~5'~iT.'5E':"=lF""'"~-=;';";';'===-"'ll WITH NO ' TOTAL ,- CHILDREN 
= __~_= ' _ 'All Families.J, 

c:104,667· ;;:c1\ Number oltamilles, l1nrelatad Jodi.... (milt; ~ 5,400 2:959 750 2,932 ~,122 ! 
0:66,927.J Number olchlldrenvnder IS (mil!.) i If.. '92 \ .5.152 1.522 -6,3{)2! 0 .! ::D 

\ :z: 
Baseline \ \ Ii ' .' 

:z:': " Numbarofrelvrnswllllposilive tax (thou.) \ 10.65£ ,8,231 72'S 4.889\ .762 3,235 225 441 55,921 a5,OSSI . if,1\ 
.$438,495'11 Total laX liability (mill.) !' $56,190 $57.308 \ $820 525,013 ($2,050) $6,386) , :P91 $859· . $2'93,579

• AVllrag,etalc liability per family $),240 $8.133 $545 ~4,632, (5£93) $1,510' . $521 $4,189 

, . Tax liabmly as % oHotal fanllly Inoomfl . 10.1"1.. 12.Z%. 2.0% 9:4% \ -4.1%' 4.~", 2.5% . 
 10.9% 

IAilemati'IGIOI:EITCCALCULATEDUSllm '! .\ .' I >.\ ~ '-.. 

\II OLOAGIDEFINITION . \ ' "1' " 
co' Number 0'. 1'9.tul.~'Wlth:posltl"etax(lhOU_I'~ 10.7318.274 .\.... '.15.4 '4,9.51. 803, 3.284.). 585 '.' '!)G,570 1 . , . ."260,' 86.213 

, . Percenl changll from baseline 0,7"1,,·0.5"11. . : 3.!?% J ;3"1. _. 5.40/0' .' t .5% 16.0% 3;1.6%' 1:2:%' 1.3% 

II Tomhax UabllitY. (mltI,) , . 556,357 $57:357;. $8£0· 125",15\' ($1,930), S6,461' $408:" $901'!' $29~, 4,3g,437 

1\ ' Change flf)m baseline (miD:). ' !-5167 $49 ..\ ' $10 $' 02 $70 $75 !" $17 $42 ~~.. $942
r .Percenlchang&trombasallne . 0.3% 0.1%. :.8.5%· 0.40/. 3.4"';' 1.2%, 4.3% 4.9%' 0.1% .' 0.2% 


'. 'Averagetaxliabll;ty~erfamily: $,5,255 58,140' $591 $4,651 \ ($669) $1,528,. $544 $S07l $4,252 $4.198 
 -n 
::D .

Cha/'lga !rom baselme I ' $15 $7'\ $40 $19' $24 $18 ! . $23' $14 $51 $9 :x:
Peroonl chang!! !rom baseline 0.3"'. O~1%' 8.5'% 0.4% 3.4% 1.2%· 4.4% 4.9% 0.1% 0.2% 

:z: 
p.\ ' Taxliabllilyas%oltotalfamllyincon:e 1\ 10:1% 12,2%. 2.2"1-' 9.4% \. , ,-3.9%'4.8% ~.. 2.&% 2.5% ~ 11.9%\. I,O.9·":' 

" 

II 
Alte.rnati~-e IC2: EITC CALCULATED USING ' I 0::> 

j 
c...u\ NEW AGI DEFINITION \. . . . c...u 
~ 

) c...u 
Ptlrcanl change 'rom baseline 1.0%' 0.5% 5:3% 1.6"10 6:4% 1.5"4 16.0%· '32.6% 1,2ro 1.4% 

Number 01 relu'ms wilh posillve fa" (thOU,)! 10,762 ' 8,275767 4;91>5..' 81 t . 3.2851' J.260: . 595 56,598 ~. 86,307 
0::> 

..0::> 
TOlallaxliabilily(mIU.) ': 56,613 57,371 1,09725,320 \ (1.803) . $6,570 ' $414 $903. $29~l. 440:463 

Chang;! flf)m baseline (mill.) :'1423 $63 $277 $307,$247 $1a.t \ ' $23 $44 . 4'J $1,968 
Percanl chang\! from baselin'7 ' 0.8% . O.1r~ 33.8% 1:2%' ,12.0%' 2.9% . 5.9% 5•.10/. ~ O. % . 0.4% 

fI~ $3.A"e.ragetax.llabilltyperramlt/. ,$5.,279 $8,142 $729. $4.689\ ($609) .$\,554. $552 .. 08" S4,253 ~ $4,208 

, ChEillga llf)m baseline , ~L.l $39 . $9 $184 S57 "84 $44 L' s() I $15 U;$S $\9 


Percen1 change from baseHne . 'O~7% 0.1% 33.7% 1.2% 12.1% 2.9% 5,9%' 5.1". 0,\%. 0.5% 

\\~X!la\)ilityas%OftotaifamilYlnCOm&.· ,~.2% ,,' 12.2% 2.7% 9.5%' -3.6% 4.8% I 2.7% -...:2.5% .' '1.9./~1 10.9% 


.Source: Th.o Ulban m:.lilUles TRI.M2 ModeL 

O.fllliliolU: 

"fwt)" i"cJlXlu ../;l«,h.bfOlllili.. '" par' 0I1ho )Uiroory 1'''''';1)' •. NOTE: A r..ml)· nur iD:.Iu.s. [)J.o""I0... .." .. "'-, WI;'. " 
<:::) 
0') 

Ct,iU.., ", ali:cd '.1'''''><>11' ""110,, .gola ..."" -. DOl llU h<o:i.,. I~ .i.priIII..y.i .... ily.,. ..,. v"",k"'d .vl>l.; .. ily. 
"F'r (/ P\'" m<.an..ilh<dh&h.d ......,.w...<>rlllo '"""d f&.:nily""""bpul'~ID>'" pKfI·.l'0"', 

"fT ~01 FY:' """"" loJI)' b:d .... <pcuso w.."", ...""" NIl-lime Oed lull·yu.r ,. . . ' . 

:'1>0 WORK CRS' ....... lkIiI:h•• llU. ~ Gr .po.... oflho 1u""df.;;,;IJi'h....~.: ";"Ib., 'runiJ)' tn..obor (D.Iy Ii..,.. """'U:.,;:J. 

··T.,....llmtily in""....... i.(~ all <.!OlI ;",." ......""/..4 OIt.u:.. CPS;·buf ....ilb '''",uboled AFOC .... 55! ;" pllooo 01 lhc Kp01I«I 


.,~"""tt Ill'" ",it. TIlU,Il-l:mpulOd ""FiUI '''"'' V"",'ItCC. . 



I 

' 

~. ! 

TABLE 6 T! 

, TAXING AFDC,SSI, AND FOOD STAMPS u: 
u:;WINNERS AND LOSERS BY PERCENT OF POYERTY 	 ~ 

::EAll dollar amoun1s are in 1994 dollars, family counts are in thousands 	 ["T 

,Number of famili~s. unrelated.indlv. (thou.) 

. Alternative IC1: errc CALCULATED USING 
.,I'

: , 
OLD AGI D,EFINITION' 

Lost $'500 + ; 
Lost $250·4~9 

. ! Lost $50·249 ," 

'. 	Little or no change 

Gained $50 +:' 


. Percent of families los1.$250+ 
Percent offamilles lost $50 + 

Average"Loss'$5QO + ., " 
, . 

Alternative IC2: EITC CALCULATED USING 

c: 

BASELINE PERCENT OF POVERTY (REDEFINED POVERTY MEASURE). 1'1 . TOTAL . I; ~ 

< 50%.' 50-94%" 95-105% 106-149% 150-199°/0" 200% + L All .I u.. 

;.~.3,132 7,900 2,787 13,22313,518 .. 63,986 11104,6,67 

0 16 . 4 68 132 265 
3' 11 12 278 2()4 350 

13 158 108 959 502 404 
3,101 7,694 '2,663 11,901 ' 12,673 . 62,950 

15 21 ._ O. 17 -;'-
'6 17 

0.1% 0;3% 0.6% 2.6%' .' 2.5% 1.0% 
0.5% 2.3% 4.5.% 9.9% 6.2% 1.60/0 

. $749 $574 $778 $700 ,$797:. 

t: 

". 
487 II 

858·;' 


2,145 !: 

101,101 

76 

1.3% 
3.3% 

c:: 
r. 

.:...:: 

'$764 

" 
'. -r: 

::D 
;:x::NEW AGI DEFINITION '-	 ' II 

Lost $500 4 o· , 81 145 645 ' 245 294 
Lost .$250-499 . .3 79 60 666 252.. 359 
Lost ,$50-249 15 294 136 764 510 395 
little or no change 3;099 7,426 2,447 ' 11,132 12,504 62,920L 15 21 0 17 .. 6 17Gained $50 + 	 .' 

-, 
Percent offamllies.lost $250+ 0.1% " ·2.0% ' 7.3% 9.~% 3.7% 1.0% 
Percent of families rost $50 + 0.6% 5.7% 12.2010 15'.7% 7.5% 1.6% 

Average Loss $500 + $951 $792 $792 $931 $855
•__1 

. 	 . I 

Source: The Urban Institute's TRIM2 Model 

Definitions: :; 

"Family" is defined to Iil~lude related subfamilies as part of the primary family. 
A family may includ~ more than onetax"unU: 	 . , ' , 

1.41,2 
I. '1.418 ' 

2,114 
99,646 ' 

76 

c:c 
u..; 
u..; 
..C:> 
u..;
c:c 
c:c 

2.7% . 

4.7% " 

' $838 J 

t 
c::::> 
CD

Children are definea as persons under age 1 B who are riot the head or spouse of a primary family or an unrelated subfamily. : 

Income for percent·'of·povertY is cash after federal income tax and FICA tax piUS Food Stamps and housing subsidy . 

. Families with negative net income are not shown separately but are included in the totals: 


, :.. I • 

;' 
.' 

-0 
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DISPOSABLE INCOME, A MOTHER-WITH TWO CHILDRE;N-IN NEW YORK, JULY 1993 
-

'Currant Law Roductlon In Dls(;!osablo Incomo 
. " ." 

Number aanama aenatlta 25% Cia. aaok . 25% CIa. aaok 15% Cia. aack 15% Cia. aackL 
f - , Taxed ,Taxed , 01 Aal • EiTC. ' 01 A.al. of AGr. EITC + 01 AGI +of. :' 

Annual . Food Housl"g Disposable ,_lEITC lEITC not Total aenerita , Total aenellta Total,aenellle • Total aenellle·Monthsn. 
Earnings _ AFDC SubsIdy Income Reduced Reduced • TaxThrl.hld • TaxThrl.hld 1.25*PovThrl.hld . 1.2S*povTh;l.hlde Worked 

0 6,924 2,496 0 ,9,420 .0 0 0 0 0 0 
-

1 0 

5,000 3,462· 2,238 O.,; 11,818 0 0 50 0 o. 0.1 ;2 6 


5,000 2.8~4 2,504 0, , 11,,_506 0 0 0 b· ' . 0 0 

4 10 


3 8 


5,000 3,124 2,436 
i 
; 

0 11,67Q '0 0 15 
, 

0 0 ", 0 
i
5,000 3,360 2,364 0 11,842 0 0 ,56 0 0 05 12 


. ! 
~ ~~ ~~ ~. ~. ~~6 12 w/o bnfte 
 5,000 - -- 6,118 

, . . .. 
i 


.. ·10,000; , 3,462 1,248 0 16,217, 1,180 332 1,:178 553 ,526 - ..... _- - ._ 35
-7 6 


10,000 !, '2,308 1,352 0 15,167: 802 . 174 915 290 " 369 ' 0 

,. 


8 8 


10,000' 1,154: '1,666 0 , 1~,327 499 ' 48 705 80 243 ,0
9, 10 

. !':. . 

10 12 
 10,000 ! .' 
. 

0 1,980 ,0 13',487 274 0 495 0 117 
.! ! 

1 
0 

' ' .. .~. ~~10:000: -- - 11,507 -- .. ~-
~11 12 w/o bnfta 


, ' , 

12 6 
 15,000 ~,462 1,248 0 19,493 1,699 707 . 1.178 1,178 1,140 785 

13 8 
 15,000 2,308

! 
832 0- 17,923 1,132 471 785 785 904 r 550 


14 10 
 15,000 1.154 416 0 16,353 ,566 236. 393 393 669 - 3'14 

, ! ,,. . '. 

15 ' 15,000 0 780 0 15.563 281 117 195 195 550 196
12 


15,000 
, ' 

' .. .- ... ,14,783 .. .- .. . . .. -16 12 w/o bnft. 


20;000. '3,462- 1,248 0, 22,308 1,699' 707 1,178, - 1,178 1,732 " 1,53517 .6 


18 8 
 20,000 2,308 832 0 20,738 1,132 47,1 785, 785 1,496 1,300
, ~ 
19 ' 10 
 20;000 1',1'54 416 0 19,168 566 236 393 393 1,261 1,064 

20 12 . 
 ,20,000 0 0 0 17,598 0 0 0 0 '0 0 

20,000 .. -- .. 17,598 _. - .. .. -- ..,21 12 w/o bnfta 


Notes: EITC fully Implemented to the, 1996 levels. Worl5 eXl?ense equals 10% of earnings up to a cap of se8 per month. No child care expenses are assumed. The AFDC benefit 
assumes a $120 Income disregard.· When no housing subsidy Is available! the food stamp benefit calculation assumes a $103.50 excess shelter cost deduction. 50% of 

,the maximum. The housIng subsIdy benefit calculation assumes a 45th percentile FMR of $819 per month for New York. When the tax threshold is the basis of the benefit 
claw back. the maximum benefit reduction equals 25% of total benefits: when 125% percent of the poverty threshold Is used. 100% of beneflts can be clawed back. ' 

I' 

,I 
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DISPOSABLE INCOME,!A MOTHER WITH Two CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, J'ULY 1993 
, , . '/ 

Tax:Other,Adult Mother &'Chlldren Other Adult , ' CombIned Reduction In ComblnedDlsE!osable Income ,, ! - - ! 

L & ~. iFiling "In filing ri- Benefit. Benef1ta 25% Claw Back 25% Claw Back 15%',Claw Back ,,15% Claw Back 

I unIt for: Status' 'AFDC +: : 
' : 

Taxed Taxed of AOI + EITC + of AOI + of AGI + EITC + " 01 AGI + 
Other Food Housing Disposable Disposable &EITC & EITC not Total Beneflta ' ,Total Benefit. Total Benefit. - Total Benefitl.In n' 

e AFDC Kind Stamps Subsidy Earnings " EITC Income Income Reduced Reduced - TaxThrahld - TaxThrahld 1.25*PovThrahld 1.25*PovThrahidAdult Mother 

, 

1 - - S dn( 
 9,420, ,,0 5,000 286 4,403 13,823 0 0 O' o ' 0 0 

" 

2 - - HH dnf 9,42.0 0' '5,000 2,000 6,118 15;538 0 '. 0 .195 0 ° .. 0 
; "'0>

3 - - J dnf , 9,420 0 5,000, 2,000 ,6,1.18 15,538 0 0 205 . 0 ·0 , 0 

4 - X S: dnf 
 9,180 0 5,000 286 '4,403 . 13,583 0 

: 
0 0 o " 0' 0 

5 - X ,- HH .dnf , 9,18.0, ·0.: _ 5,000 2,000 6,118, 15,298 0 0 ' '155 . :.0, ... 0 '. - . 9,
6 - X J J 9,180 0 5,000 2,000 6,118 ,15,298 '0 0 145 ' 0 '0 , 0 

7 X J
X ' C J ' 7!608 o '.5;000 2,000 6,118 13,726 0 0 0 0·' 0, 0 

, . 

, , 


8 - - S dnf 9,420 (f 10,000 0 7,643 17,063 O· '0 0 0, o . 0'. 
9 - - HH dnf 9,420 0 10,000 '3,272 11 j507 20,92,7 1,747 567 1,570 945 762 271 

,10 -. ,- J ' dnf 9,420 0 
.. 

10,000 3;272 11,507· 20,927 1,753 " 5i3 1,773 " 955 ' ,646 156 
11 - X S dnf 7,980 : . 0 10,000 0 7,643 15,623 0 0 '0 0 0 0 

" 

12 - X ·HH. dnf . 7,980 0, ,10;000 3,272 11,507 19,487 1,400 423 1,330 '°705 618 ~127 .,
13 - X J J 7,980 ,0 10,000 3,272 11,507. 19,.487 1,334 351 1,413 595. 430 0 
14 ·X X J J 2,940 ' 0 10,000 3,272 11,507 ' 14,447 270 0 153 ,0 0 0 

, .. . 
15 - - .S dnf ; 9,420 1 0 ,15,000 0 11,454 20,874 0 0 0 0 ;\ 0 0 

i16 - ." HH' 'dnf 9,420 0 15,000 2,362 14,783 24,203 2,265 942 . 1,570 1,570 . 1,375 , 1,021 
~ :17 - - J dnf 19,420 , o· 15,00,0 ,2,362 ' 15,158' 24,578 2,646 1,323 2,355 ' 2,205 " 1,260 906, 

18 - X S' . dnf '6,924 0 15,000 ·0 11,454 ' , 18,378 0 0 ,0 0 i 0 0 
19 . ,X HH dnf 6,924 0 15,000 2,362 14,783 21,707 1,665 , 692 1,154 1,154 1,125 771 

.20 X 'J J 6,924 '0 15,000 2,362 :15,158 22,082 1,921 949 1,731 1,581 886 . 531· ,
21 X X J J '1,740 : . 0 15,000 2,362 15,158 " 16,898 415 171 435 285 ,;.10'8 0r: l , 

Note;>: If the other adult claims the children for tax purposes, the motJ:1er's taxable Income Is set equal to 1/3 of her benefits (when benefits are taxed). However, when ,the other adultooes 
not claim them, all tax related to benefits Is withheld from the mother's benefits. When the other adult files jointly with the mother, his/her tax liability equals their combined tax minus 
the amount withheld from the mother's benefits-the Increment In the other adult's tax liability from the children's share of benefits Is subtracted from the EITC. When the tax thres
hold Is the basis of the benefit claw back, the maximum benefit reduction Is 25% of total benefits; when 125% of the poverty threshold Is used, 100% of benefits can be clawed back. 

~ 
".. iv 1_1_ .. t 
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DISPOSABLE INCOME, AM,OTHER WITH TWO CHILDReN IN NEW YORK, JULY,1993 

Current'La'w '\ 	 Reduction In Disposable Income' 
.. , 

L, Number Sanaflla Sanaflla 25" Claw Sack' 25" Claw aack, 16" Claw Sack 1f" Cia. aack 
,I of ,Taxad Taxed " of Aal + EITC + 'of Aal + of Aal + EITC + of Aal + 

, I, 

n Months Annual Food Housing' Disposable & EITC 'I. EITC not Tolal Sanaflla ,Total aanaflla Total aenaflta. Totai Saneflla· 
e Wor:ked Earnings AFDq Subsidy : ' Income Reduced Reduced , • TaxThr8llld •Tu.Thrahld 1.2SoPovThrahid 1.2S*PovThrahld 

1 '0 ..,0, 6,924 '2,124 7,894 16,942 666 666 1,111 1,111 370 370 


2 ,,6 5,000 3,462; 1,866 7,433 18,87~,;1,009 .789 1,815 1,315 793 493 


3 8 5,pOO : ,2;884 2,132 7,~06 . 18,740959 ,768 1,781 1,281 772 472 


4 10 5,000' 3,124 2,064 7,534 18,840 995 783 1,8Pq 1,~06 781 '.I 4e7 

, 5 12" 5,000 '3,360;1,992 7,464 18,934 1,029 797 1,829 1,~29 801 ' 501 


6 12'w/obnlt.5;000 ,6,118·· 	 -. 
" '.~ 

, . 7 '6 10,000 '; :'3;462' '1,062 '5;933 21.964' 3-,253 1,194 2,614--' 1,989 -, 1 ;388 " 897, 

8· 8 10,000. 2,308 980 6;279 21 ;0742,9321,060 ' 2,392. 1,767 1,255 _ f 764 
9 10 10,000 1,154 1,294' '6,626 ' 20:581'-, 2,754 ", ,986 2.268 , 1-,643 " 1,181, 690 

10 12 10,000 dO, 1,608 '6,97220,087 2,576 .912 2;1'45 1,520 ' 1,101 616 

11 12 w/o bnlt. 10,000 	 11,507 ,', 

12 6 15,0003,462. r 1,062' 4,43323,740 3,23'0 1,344", 2,239,, 2,239 1,777 1,422 
13 8 15,000 2;3'08 ,708 4,779 22,579 2,811 1,169 ' 1,94~ 1,949 1,602 ' 1,248 
14. 10 15,000 1,154 354 '5,126, 21,417, 2,392 995 1,658 1,658 1,428 '1,074 
15 12 15,000 0," 408' 5,472 20,663 2,120 .882 1,470' ,1,470 ' 1,315 961 

16 12 wlo bnfta 15,000 14,783 

176 20,000 3',462' 1,062 3:947 26,069 2,579 1,271 2,'118 '2,118' 2,296,2;099 
18 8 20,000 ·2,308' 708 3,279, 23,893 2,253 944 1,574 1,574,1,969 1,773 

, 	 I ' 

19 ,10 20,000 1,154 35,4 3',626: 22,731 1,851 770 1,283 '1,283, 1,795 1,599 
20 1220,000 0 0 3,972 21,570 1.432 ,596 993 ' 993' 1,621 1,425 

21 12 wlo bnfta 20.000 	 ~ -. 17,598 . -

Notes: 	EITC fully Implemented t~ the 1996 level~. Work expensJ equals 10% of earnings up to a cap..of $88 per month. ,No child care exp~nses ar:e assumed: 'The AFDC benefi~ 
assumes a $120 Income dIsregard. When no housing subsidy Is available. the food stamp benefit calculation assumes a $103.50 excess shelter cost deduction. 50%01 . 
the maximum. Thehopslng s9bsldy benefit calculation assumes a 45th percentile FMR of,$819 per month for New York. When the tax threshold Is the basis of the benefit 

, claw back. the maximum benefit reduction equals 25% of total benefits; when 125% percent of the poverty threshold Is used. 1 00% of benefits cali be clawed back. 
, c '.: • 

.~ ;" 

J'NY PLWBK' 	 19-Jan-94 
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DISPOSABLE iNCOME, A MOTHERWITH TWO CHILDREN PLUS ONE OTHER IN'COME EARNER IN NEW YORK, JULY 1993 '. . . 

Other Adult Tax Mother & Children Other Adult Combined Redu(:tlon In Combined Ols~osable Income 
. ~f 


L 
 In filing Filing Sonollta S.n.fIt. 25% Cia ... eack 25% CIa ... Sack 15% Cia ... Sack 1S% Claw Sack 

unit tor: Status AFDC + " T....d ,Tand of AGI + EITC + of ,AGI +' of AGI + EITC '+ of AGI + 


n 
 OtherIn· Food Housing' Disposable Disposable • EITC • EITC not Totel e.nont. Totel eon.flta Tote,I'S.n.nto • Totel S.nefll. 

e AFDC Kind Adult Mother " Stamps Subsidy' E~rnlngs EITC Income income R.duced R.duced • ,TnTiuahld : TuThrahld 1.2S*Pov;fluahld 1.2S*PovThrahld 

S dnt 9,048 7,894' 5,000 286 . ,4,403 21,345 666 666 , 1,111 1,11.1 370 370 
2 HH dnt 9,048 7,894 ,5,000 2,000' 6,118 23,060 ' 569 569 1,449 949 ' 573:, 273 

3 J. dnt 
 :·t9,048 7,894 5,000 2,000 6,118 ,23,060', 951 951", :-Z,086 1,586, 834 534 

4 X S dnt 
 8,808 '6,394 5,000 286 4,403' 19,605 405 405 676 676 '109 " 109 

5' X HH. dnt 
 ,8,808 :6~394 5,000 2,000, 6,118 21,320 395 395 '1,159 '659 399, : 99 

6 X, J J 
 8,808 6,394, 5,900 2;000 ' 6,118 ' 21,320 690- 690, 1,651 1,151 573 273 

7 X X J. J , 
 7,236 ' 7,068 5,000 2;000 ' 6,118 20,422 556 "556 1,426 926 438 138 

" 

8 S dnt 9,048 i~, 7,894 10,000 0 7,643, '24,585 666 666 1,111 , 1,111 370 ' 370 
' , 

' '
9 HH dnt 
 ~,O48 7,894 10,000' 3,272 11,507 28,449 3,555 1,319 2,824 2,199 1,514 1,023 
10 J dnt 9,048 7,894 10,000 3,272 11,507 28,449 3,937 '1,701 3,653 2,836 ' 1,775 "1,284 

11 X' S dnt 
 7,608 4,894 10,000 0 7,643 ,20,145, 0 0 1 1 ,'f 0 0 
12 X HH dn! 7,608 -4,894 10,000 3,272 11,507 ' 24,009 2,488 875 2,084 1,4~9' 1,070 579 
13 X J ;J, (',p08 :4,894 10,000 ~,272 11,507 24,009, 2,648 1,035 2,543 1,726 1 ;109 618 
14 X X J .J 2,568 r16,972 10,000 3,272 '11,507 21,047 ' 1,787 591 1,803 985 664 174 

15 S 'dnt 9,048 7,894 15,000 0 11,454 28,396 666 ·666 1,111 1,111 , 370 370 
16 HH dnt ' 9,048 7,894 15,000 '2,362, 14,783 31,725 4,056 1,694 2,824 2,824 2,127 1,773 
17 ,J dnt, 9,048 7;~94' 15,000, 2;362' 15,158 , ,32,109 '4,813' ,2~451 

l 

4,2~6 .4,086 ' 2,388 2,034 
18 X S dnt 6,924 3,394 15,000' 0 11,454 21,772 , . 0 0 0 0 0 ,0 
19 X HH' dnt 6,924 3,394 15,000 2,362. 14.783 25,101 2-,481 1,032 1,720' 1,720 1,465 1,111 
20 ,X 'J J 6.92~ _ 3,394, 15,000 2,362 15,158 25.476 2,907 1,458 2,580 2,430 1,395 ' .. 1,040 
21 X ·X J J 1,368~. 5;472 15,000 2,362 15.158 21,998 1,896 936 1,710 1,560 873 519~, . 

Notes: It the other adult claims the children for tax purposes, the mothei's taxable Income Is set equal to 1/3 of her benefits (when benefits are taxed). However, when the other adult does 

n~t claim them, all tax related to benefits Is withheld froin the mother's benefits. When the other adult files jointly with the mother, his/her tax liability equal~ their combined tax minus 
the amount withheld trom the mother's benefits-the Increment In the otJ:ier adult's tax liability from the children's share of benefits Is subtracted from the EITC. When the tax thres- ' 

hold Is the basis of the benefit claw back, the maximum benefit reduction Is 25% of total benefits; when 125% of the poverty threshold is used, 100% of .benefits can be clawed back, 

.1 
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.MEMORANDUM 	 MATHEMATICA 
~olicy Research, Inc. 

'TO: " ' 

FROM: Ha,rold Beebout 	 . DATE: 1/21J94 "." 

. . ...... 
.' ~'.,n:: ' . ~ .' " "w..~r::~' ~. . ,t... t> 

SUBJECT: ""-'MaterialS' for First Presentation on H~useholds R~iving Welfare'BenefitS·-" : 
Contract No.: S3,·3198-3-03g..063 . '. ' 

" . 	 " 

'The m~'terials for tb~ (ifst'presentatio~ profilip.g houSeholds receiving be~~fi~ from the AIDe 
and rood Stamp Programs ,is attached.' The purpOse of these materials is to clarify the implications 
of the diverse set of households receiving benefits fOr some of the policy changes being examined as 
part of the welfare reform deliberations .. ', ' , 

We currently are phlnningto meet with 'you on Friday. Ianuary 21, to discuss this first set of 
'materials and the focus for additional wOrk.'· . , 

cc: 	 Carole Trippe' 
, ' 

Bob Cohen 
Iohn DiCailo 

'" 	 ,- " 

',' 

r- .... : . 

", 
:... 

~:" . 

.........:.: . 

. , 

•... 
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PROFILE OF HOUSEHOLDS RECEMNG WELFARE' BENEFITs 

'INITIAL PRESENTATION' 

, A. INTRODUcrrON 

This-is the first in a serie6 of presentations 'profiling households receivlng '.A.:FnC and food 

I~ainps. These prcsentatiom are intended to iri~cilteth~ diversitY'of tbe bbusebolds being served 
.' .~ '", ... ' ~',' l.' '. • ' _ 

by 'the c~nt programs. "XS;~ be~g c:xamined: include th.e natur,e' of the larger households within , 

which program wist8JlCC uDits areonen embedded as well as the frequency with which the 

householdts composition and receipt of benefits cbangeduring the year. ' 

L ,~~rspeci:lve 8lld 'Souree or-Data 


This profile ofhouseholds receiving welfare is based on data from the 1990 panel of the Survey 

. . 

of Income and Program,Participation (SIPP). Snapshot views ar~ baSedOIt De:cember 1990. The.. 

end of the year was chosen,to facilitate 8.Dalyses of policies:that might recOncile be~e.tits received and 

: taxes ()Y.'ed in some manner at the end of each year. 'l..ongitudinal viewS look back over the previous 

11' months to determine h~w the situation of each housetlold ch8.Dged since' )anuaty in terms of its 

~ipt of AFDC and food stamps ~.well as ~he compOsition of the ho~ehold.' Welfare'benefits are . .' . , . 

defined as AFDC and Food. Stamp Program ben~fits~ 

2. The Household Versus 'the .?rognm Unlt.Vlew 

The picture one obtains of the composition and resoUrces of units receiving "(e~are b~llefits 
, '. .. .. "'.~ 

depends ~ubstantiaUy,on th~comprehensivenessof the view of ~e.ecoD.omic and-social unit: For 

example, the View ~n be limited to II n~lY defined program 'filing or assistaD~ unit within a 

. household, or it canencomp~_ the entire • household. 'The ~g uriit for', SSI is generally tbe ' 
. . ~ 

individual 'For federal income taxes it is the individual P'I thematried couple. For' AFDC, it is the ' 
. ' '. . . i 'f~'.;" ...... , ',.. 

nuclear-family 'With somC? exceptions, and for the Foo.d Stamp Program it 'is the set ofpersons'within ' 

the"dwelling u,nit that prepare· food together with som~ ~xceP.tions. This present~tion takes'~ . 

SOd :3 '\:I 0 /. S 
I 
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30 
rel~tivc1y broad vi~ of the unit of intereSt and uses the ~us Bureau's household'definition.. An 

attempt is made to show how the progr,~ filing UDiu fall Within the broader household definition~, 
• ~ , • I k 	 • " 

. 	 . , 	 " , 

For the profile houseliold:r are classified according to their December composition. The first five 
, • • 	 • T. '., '. .' 

classifi~tions' aU Contain -childienage 18 'und under. - The first category collSists' of households -~ 

"''''oonta.i$g oruya mameQ Couple lUld~their children. _The seoond consists"of a single,parent lYld 

herlhis own children. The third consistS of a three generation faIpily althou~h other people may also 

be, present. The fourth consists of two adults of opposite sex not married to each other and at least 
. .'. 	 ' . . . . 

one Own child. -The fifth consists of households withcltildren .not meeting any of the previous 

definitions. The sixth categoxy coDtams households Viithout children .. , 

1.. , 	Composition oCWelfare Households 

E~mining households receiving AFDC' or food stamPs in'D~mbe.r by type of household as ' 
, " 

ShOWll in Table, 1; we note several important patterns: 

• 	 About' 70 percent of the households receiving welfare have children. age 18 or' 
younger. 

• 	 Of the households with children, receiving Welfare, fewer than half (46 %)' are 
single, parent families oruy. ' . 

• 	 Of the houSeholds with children Rx:.eMug welfare, 37 percent have various compl~ 
. compositions including three generation families (13%). two adults of opposite sex 
Dot married to each/other (5%)~ and other compositions (19%). ' 

z. ' 	Type of BeDefit aDd Coverage _ 

, , 	 . 

Examining these same households r~iving welfare in December. but focusing OJ?- whether they 


receive both AFDC and food IStamps aIld;~wbether' all the iDdMduals in the household· are covered 


as shown in Table,2. we find: 


2 

V O,d> , 



31 
TABLE 1 

HOUSEHOLDS wrm WELFARE BY COMPOSmON ANDBV,1YPE OF RECEIPT 
" , • i ' ., "' ~ , , ' 

-

HOuSch,olds with Childreu Under 19 
.. 

December Two Single Three Two Other' 
' 

No' Children 
W~lfare_~eceipt PareDt Parent Generation AdUlts Units LT19 Tata] 

All R~yeAIDC 
&FS 

180 l,5SZ 
...•~ 

',,,"'716 70 8,,,,, 1,825 

All AFDC or FS S44 «J7 85 17 265 1,723· 3,240 

Only Some Receiye ' 9S ,41 S18 '224 570 373 ,1,821 

""""Total 81S' , 2,199 620 241' 904 ' 2,104 6,886 
,- J 

.,.,. ... , .... Percent by 11.9, ' 31.9 9.0 ' ' 3.5' ""13.1 30.6 100.0 
Housohold 1)pe 

, , 

,"" .' 

" ':~ 

. ' 
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TA.BLE2 
, 

PERCENT OF HOUSEHOLDS WInIWEI:.FARE BY 
TYPE OF RECEIPT AND' BY COMPOSmON 

. Housohold& with Children UDder 19 

No , 
-"December Welfaro Two Single Three Two Other Children 

...Recelpt . Parent: Parant Gener81ion , . Adults UnIt:s . LT 19 Total -_ .. 
oI;rllt.!:;'

.,:.t·t " ..~,,;~.« 
~ 

All Receive AFDe 21.9 . .70.6, 2.6 
... 

. '.O~O-· 7.7 ." 0.4 265 .. ,. 

&FS 
~ 


All AFDe or FS 66.4 27.6 13.8 
.' 7.1 293 81.9 47.1 


Only Some ,Receive 11.6 1.9 83.~ 92.9 63.0 17.7 26.4 


..  .. 
Total 100.0 100.0 100.0 . ·r 100.0 100.0 190.0 100.0 

Total 818 2.199 620 241 904 2,104 6,886 

" " 

. ' 

.. ".:'-:. 

". 

..~.. 

4 

,; 

:51 "<:/' 0 / S N .:I /"<:/' a S n >I< :tAl dS 17 : SO' 17 6 .' T::::: : T Q 

L 



, . 

• 	 Across all household t;ype;s, In only 21 J,eiamJ- 0/ household m::eiving wel/ore did all 
, rnetnl!en participG18 In both RDC tIIId /oodst4.mps. If the universe is limited to 
hOuseholds with children, this proportion mesto,3,8.percent. .... . 	 \ 

• -Ofthe two parenl/flmiJ.fes m:tnvlng.welfare, two thin:Is rraille foOd stamps covering all 
1M 1Mmben, tIIId. 22 perr:e1'Il l"eO!ive·1ie:nejiI.J frolfl both programs covering all 1M . 
members. In 12 percent ofthe f~es the benefit does not cover all themem~rs. 

• 	 Ofthe sln,ie parent /tJI1liliD naMn;,wefftUf,. most ~m~rs (72%) are covered'by 
both AFDe and food stamps. . . 

;".,.., 

• ' Of the three ~n lama, ~, in nuist IwllSSholtls die bens:fits colier.. a 
subset olihe iMmben (84%). . This is"even . more true for two uDinarrit>4 adult 
hoUseholds where the benefit covel'i. a subset of Dlembers in' 93 percent of the 
households. . 

c. .. COMPARlS(iN OF DECEMBERRECEiPr To THOSE RECEIVING DURING m::EYF.A.R. 	 . .. . 

Consi,ferable insight into the dynamics of participation during the year' can be obtained by 

eomparingthe number of households receiving in December with the number receiving CQntinuo~ly, 
, '.;, 	 ') 

thioughout the year,snd with tbe number receiving dWmg any month of tbe year. &aminingthese 

~mparisons as presented in Table 3 le'ads to l,h~ following -findings: . 

, 	 ' I 

• 	 Acn.t.S's all hDuseho4l types, two-thirds of the hoUseholds receiVing welfare in 
December r~ved'benefits aI112 months. 

','.. 

• 	 Across aJJ.~usehold I]peS, 26percenlmore hDuseholdsrer:siyed welfare at some time 
durlrrg 1M year than received .wel/G1'e in Det:ember. I However, this percentage varies 

. widely across h~usehold types. . -. , 
, . 

•. 	Single parent Itouseholds tend to have relatively stable patterns of receipt over the 
yeat: with 76 percent of the ~ber reCipients receiviOg benefits all year and 
.those. receiving benefits at any time bei.cgonJy, 115 percent. of the number of . 
DcCeJ;Dber recipients. Two unmarried adults also tend to berelativ~ly stable.. 

. 	 - . ..~ 

• 	'In 'contrast, simple IWO pt!I"ml lu:RI.seholils .have very unstable patterns with the 
number receiving benefilSat any tiuie being 165 percent of the number of 
December recipients. ...' ..',..... " .. . . 

. 	 '. I 

Ifwe look just ~t AFDG receipt, ¢e patterns are very si!nilar fo~ most household' types as shown 
. ~.: ' 	 . , , ,;;::.,:. 

inTable 4. ~owever, three generation r~c;shave n:iuc~ less stable patterns ,of r~ipt as do the . 

. tiny gto.uP of housebolds receiving AFDC with ',no child.ren'uiid~~age 19.. Some_.of those with 
;. 	 , 

5 
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TABLE 3 , . 
.' )' , 

RATIO OF HOUSEHOLDS RECEIVING WELFARE IN DECEMBER 
. TO ALL YEAR AND AiN TIME' .' 

HoUseholds willi. ClWdreu l;1nder 19" 

December " 
.- No 

Welfare Two Single Three "'. , TWo Other' Children 
Receipt Parent Parent GeDellltlOD. Adull.i Units LT. 19 "Total

' .',,'j.'~':;:J/ 
< 'V ••• .. 

. Recdved Welf..in 819 2,199 . '..6-20 241 904. 2,104 6,887 
Dec. 

. .. 

Received All 511 1,~77.· '418 157 .. 487 . 1,393 4,643 .. 
Year 

T':;', 
.'... ,--

RecWed"Any 1,348 2,522 ";"13.7 ... __ ..,258 1,109. 2,690 8,663 
~ . ~ 

, 
... 
. 
' '-Timem y.~.. 

.. 

Receive WeI!. in 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% . 100.0% 
Dec. 

. R~ivedAl1 62.4% 76.3% 67.5% 65.3% 53.9% 66.2% 67.4% 
Year 

..
Received Any . - . 164.7% . 114.7% llK9% 107.4% 122.6% 127.8% 125.8% 
Time mY. 

~. 

,

\ 

'. '.:: 

I.' , 

:-r.~ i:. ' 

80d 



"I 

. TABLE 4 
, . 

RATIO OF HOUSEHOLDS RECErV.tNG AFric IN DBdEM:BER 
" '. TO AlL YEAR AND ANY TIME :BY COMPOSmON " 

.' , 

Households with Cbildfm UDder 19 

APoc. No 
Decetnber,Wetfm, Two . Slagle Three Two ()(ber ClxUdren 

-.. :'R~pt,", Parent . Parent . Generation: .' Ad1l1.& Units, - .. LT.J9 -' Total 

_""'4,,. v_"'· ~ 

R~ve AFDCbi: :2:~' '269 1,679 400 ISS' 566 . 20 3,091 
Dec. 

' , .,Received All Year . 184" 1,239 283 134 309 4 ' 2,153 

,. ,.. _.'- ..'. Received Any Time 455 '1,889 . 528 .166 650 87 3,775
~. 

,~..:..-~ 
in Y. 

,~,.. •. 
,., . 

~ '-'- ~ 

Receive Welf. in 100.0% l00.Q% . 100.0% 100.0% 1QO.O% 100.0% 100:0% 
Dec. 

Received An Year '68.4% 13.8% 70~6% ',' 85.2% 54.6% 19.5% 69.6% 

Received Any TIme 168.8% 112.5% 131.9% . 105.5% 114.9% 448.2% 122.1%' 
in Y. 

l 

.' 
: 

, " 

"'. ,. 

;"'..... 
.,:-, 

. ~. 

....:.' 

-~ 

' . 
' . '- " .. 
.: \ IrJl 
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children over 18anCs in~cbOOlmayh~ lOst' th~ eligibility. ' If we 'took just at r~ipt of food . 	 ." 

. '. ;-	 '., . I 

stamps, there is.wmewhat l~ stability over tbe year, but tbere ~ less difference- among household 
. 	 ,.., ". .... 

types With the exception of two parent fari:Jili~ as shown in TableS. TWo' paren~famllies again have 
. . .' 

, . . 

. '. ""., m~ch less stable patterm over the year than other ~oUsehold types. 
. .. ,..... 	 .' 

D. 	 HOUSEHOLD COMPOSmON CHANGE 
,~. 

. ,,: ' Household ~niposition change repre:sents a serioUs ~nallenge fox: :~e ad.l:Jili:liStra~o~_ofpolk:ies . 

::-' 
" 

which attempt to. reconcile benefits receiVed. and taxes owed at the e~d ofthe year. For example, .. . . , . 	 . . . .' ,. 

those qU,alifying for :benefits. or ~gthe bulk of the housebold'smoney mayno longer be present' - . 

.i;ri the household.,: in December when ,aa:i.dunti are'reconciled. 

'Ihi$ ~tibn examines the frequenCY with which-new members ~nter 'householdS over the year. 
v . ." 	 . 

Given that we are looking b~k over the months prior to :Deamber; it is much easier to look back . 
• 	 .• ~,' 1 '., . . \ , 	 , 

for 'those household members present at the end, of the year. Therefore, this first exammation is 

limited to the frequency ofpersons entering ho~boJds during the year and f)J:Dits those leaving. One .,. 

. approach to approximating the frequency of ,both entry and exit excluding birth$ is to double the 
, 	 . 

. ' 

number entering not including births .. It is only approximate since deaths will occur and entrances 
. 	 . 

<' :' • '.-	 " ,".," ' • " • 

and 	exits may' not be of equal magnitude. For example; ~ marriages' break up mothers ,and their . 

'children may systematically enter welfare while the me~ do notrejo~ welfare households in equal 

numbers. 

. oUr exa~atioo of the number' of boiJseholds receiving welfare th'atChange composition 'during . 
" 	 • I," 

" 	 . 

tlie year s.haws.that compositiop changes 'are common.. The noteworthy ~dings from Table 6 are: " 

• 	 Across ali howelwld IJpes 4bt:iMt 19 pucen.i of ltIel/an lwuseholiLr experience pe~ons " . 
entering during the1.eGI'. About half of tha~ change is the result 'of b;rths and half 
fromo.ther. entrants. 

·<,c,. • 	 itentranls, uclruiing b~, equals ma, rhe~ 19percenl is ,also a roughapprorimJJw~ 
o/the 1Ulmher ofhou.sehold corripo!~n ~not,countingbirt~. At thecaseload 
levels observed in the SIf'P, that 'Would arnoun,. to roughly 1.3 million weJlare 
hou,sehoJds cbanging composition annually. . 

B 
" ,.", 
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'TABLES 

RATIO OF HOUSEHOLDS REcEMNGFS IN DECEMBER 

TO All. ~ AND ANY TIME BY COMPQSITION , 


NoFS·
December Wtrifaw 1Wo, Single ' 'I1:Ireo, :-~" Two, Odler, ' Children 
Reuipt Parent ParonI" ~ (:ieneration ,-;Adults , : Units, LT 19 ,Total 

·'",.k, 

"" 210 

Received Ali Yoar 

Receive FS in Dee. ' 810 2,144 

1,572 '~ 115 

ReCeived Ally Time 2,476 599 2.32 
in Y. 

, . "~...~",;.:...,.~. 

Receive Welf.'i:Ji ' '100.0% 100.0% - 100.0% 100.0% 
Dec.. 

r 
ReceIved AllYear 583% 73.3'% 65.8% S4.6% 

Received A1:J.y Time 163.6% .115.5% '113.8% 110.4% 
in Y: - , 

' ,.,"""i~:r. 

, ,770 ~O98 . 6,558. 

427 1J84 4,316 
.,.' , 

962 2,672 8,267 

\' •. ,~.,., ~,:.!:",_ ~_.t "~. 

" 

100.0% ' '100;0% '100:0%

SS.5% . 66.0% 65.8%. 

124.9% U7.4% 12tH% 
'. 

" 

.: :...~-

-
" 

1",,', ',~'.. 
;if' 

9 
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TABI,..E 6 ...., 

RATIO OF HOUSEHOLDS WITH NEW ENTRANTs 
·.TO maSE RECEIVING WELFARE IN DECEMBER 

..~ouseholds'with Childrea UDder 19 
...... . :... _--'--_...;....;o._________,..,......~------

No 
December' Welfare Two·' : Single ' Three ,Two Children' 

~,.Receipt· ~.. ~~.:'" "Parent . ..Parent, .GeDeratioD .'Adults LT19 .-::fotal'" 

2,199 .. 	 241.··,· 904 

':'':-:::<~ • 
'. 116. 'c 96·····'~-:86· .. .... 671'Comp.·..' 152 

Changed.Ne"i¥ Baby:. 

Camp. Changed." " ." 49 51 650' ." - . 135 
Other' ......... < ' ":::"""'''''. , 


Comp. 	 292 . , 238 . 149 :3215 . .135: 1,322 
Changed-Entrants 	 ... 

IReceive'Welfare in 100.0% 100.0% l00.Q% 100.0%' .. 100.0% :100.0% 100.0% 

Dec. 


-. .,,.,.,.-.~ 

·Comp . 18.6% .10.0% 18.7%-'"'' 40.0% 95% 0.0% . ,9.1% 
.. Changed,New Baby 

"': 

Cqmp. Changed . 6.0% ,2.3% 19;7% " 21.8% 26.6% 6.4% 9.4% 
O,ther 	 ," 

" 
" 

Comp. 24.7% 12.3% 38.4% 61;9% 36.0% 6.4% 19:2% 

Cbariged·EDtrants 

.~ 


'." 
" 


;" 


; 
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• 	 The fmI.umcy ofaJ~ilion cht.uIt;es also varies Ueatly by household type with 27 
percent of other household units having a person entering other. than a birth. . 

. " 	 . . 

E..COMBINEDHOUSEHOlD COMPOSmONllfANGE AND PART·YEAR RECEIPT 

...'"....-,~ - ··"Part-year receipt of welfare benefits was measuff?cfin a"manner that is independent of the 
. . ~ 

... -measure of individuals entering the'household. .Therefo~ the twoSO\,lIee5 ofchange can' be summed 
. • . 	 ,I' ". 

:-.~...~ 
changeS are: 

- .- . -.~'" ,~ 

• Arrois all househillt{tjpes.tMJJiosr:am.rertItlliVt atimllt8 olib# aJmbiM.iinogniiude· -: 
'.~.-". ". - _o/c1u.mge is t.JuzJ. 35.peTt%nl:ojth.e iUs.o/lwwseholds m:.ei~ingwelf~:jrH)ecember 

.' U:pe,ilmr:e a ch.ange.-At 1990 c8.sel~ad levels, t~imp1ies 2.4l1lillioll households 
.receiving welfare du:riDg the. year have change3 in. receipt or composition. This is 

. the sum of26 percent receiving in months other than December from Table 3 and 
the 9.4 percent of households receiViDg in Decembe~ that had persons enter the 
household during~e year other than new babies., Thus, it 'is conservative in that 
it does. not count a new baby as· a ~h8nge' in composition nor does it count the 
inctJviduals that leave housebolds .. ' It also does not count a change in the amolint . 
of the benefi~ ~ a chimge. . '. " . .I 

• ,A higher, 'but plmuibk estimtIte Is 45 perc:mt.' Tb.is is the sum of twice the entrants 
not. counling babies being born plus' the 26 percent receiving in months other tban ' 
December. ' . ' . '. 

i ' 
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• 'I'" 

-WELFARE TRADEOFF.S. ' 

l7~7 

" ,1 

COSTS 5-yr , lO-yr 
.,' I .. ,' 

. :14~ 9 ' ,:', 5{,. 8J:I!:lS Proposal
;.' . 

'~::-:;"~,: 

,OMB Reestimate'of,
'" HHS 'Costs \ ,,,:.",, 

..~- .. --~!M1:S' Mediuin ' Option 

'6MB Low Option 3'.7 

, ,<' 

'OF:fSETS . 
, --. . ' 

H~SEntitlement Reforms 
. ,," 

I : •• , Cap Emergency Assistance , 2-.,'1, 

Tighten~~onsorship for Aliens 5'.8' 
 ..

")arget Child Care Food Program ,ll.2 
;":"~'" I 

~f~SI' 'Reapplication. '11.3 

'~:'S$I D~e~ing for Disabled Kids" f. t', 


-, 

'TOTAL; HHS 31. (est'.) , , 

, 
, 

, Additional Cuts/Taxes Needed. to 

'Pay f~r 'HHS' Proposal i" 24~ 


Additional CutslTa~es Needed to 

'payfor'OMB,Reestimate.'of,HHS , 3~!, 


..... 
~;;" 

Potenti'al Add:!. tioricid Sourc,es of Re~en~e 
.' . :' 

I 
,~4% Gambling Tax . , 3:.1 7·: 
·-33%:':.·Increase in,' Liquor Tax ' 3:.5. " 7

,,:1 .hoot Increase, i'n -High 'Alcohol 
,. ,.Beer . and Wine ,", " ,;.7 , " ,i:~ 
PhaseOut Dependent Care Tax 

,Credit.- for 'AGI' over S90k '.8 2:' 

Ainount Still Needed to 'Pay for' 
-,,-,;~ HHS p:r;oposal' ·'c'l. 6 

, , , 
• #",..,

Amount StilJ:Need~d to Pay, for " 
" , 


OMB' Reestimate, of HHSProposal", '-- ' 15 

~ :: 



j. 

. , , 

. Welfare Reform Costs and Offsets 
HHS Estimates Extrapolated ·To2004. 

...-.,...... 

,. 

1996 . 1997.. 1998 1999 2000 ' 2001 2002 2003 2004 
~ . 

-"
.~ 3/9/94 2:18 PM 
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Welfare Reform Costs and Offsets 
'Option A ' . , 
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$8 bil 

$7bil 
-, , 

$6 bi! 
., .. , 

"-,I 

i ., 

. ,~.' ·;i'0 
~§ $Sbil , .; 

.0 

vt ' I 3 
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.Option.B 
" ':1 

$10 hi! 
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FEB-01-1994 14:30 FROM' 	 _TO 94567028 P.02 

;, 

DRAFT 
P.OSSIBLE REVENUE. OPTIONS" FOR W!!lFARE REFSR~ 

.~~, 

::::c. 

02l08I94 FiSCal )'ears 
PropoaeJ 01:16 PM 1005 1098 1997 '1QPS '1Q99. 1~5-99 

'($ miUions) 

L· 
.1'"' 

1 Deny:EfTC to nonr;esident ali9ns ~. _ 	 1 30 33 34 ~ 133' 
2 ElTe information reporting for 000 personnel • e.,.-..,e.•....:c.c.. .....u. ,oe.....-.. 0 10 S8 '59· 63 190 

_. 3 Gambling compfiance propoSals . ". .._ 
. - 6·ln"n"..- witfthokJif\i ramon gamblingwinnin9$> $50,000 to 36 ~rt;ent. ~~'. 256 118 . ~4S 47 .GO, 616 

b Withholding rate of 28% on keno, $101$, and bingo winnings> $7,500 v;:Y' • ' 154 - 59 11 12 12 _ 248 
~~ c Require Information reporting on winnings-of $10,000+ from gambling 10 39 47 56 63 . 215'_,t~t~ of oddS - '& - w-' 


~;)C 4 ImpOse 4% excise tax on all net gambling revenue (except state lotteries) "''''~ _~__454 628 860' 693 m

-tiJ" 5 Inerease taxes on pistol$ and revolVerB from 1(1% to 25·% . - .. 40 49 52 55 59
11-. 6 Increase 1ax on cfrstil~ spiritS from 513.50 per proof gallon to $18.18 . ~ .. 5G3 766 760 752 745· 

. (tax would inc(ease from $2.14 per fifth to 54!.1:It:I per m'tJiJ . 
7 Double tax on high..aleohol content beer (current rate i,; $6,45 per proof gaRon, • -:81' 111 111 112 '12 
. or S,33 per six peck) 2J 

a Double tax on fortified wine (current ts)( is $4046 pcr proof gcllon. or $.21 p$r 2331 31. '30 


- '''-' , 750 ml. bottle) 31 

_:.. 9 Phase-out dependent care credit for AGI betweeo S90.000and'$110,OOO 94 ·'186 175· 161 165 

,.-.;;"10. Apply 300,4 withhOlding to 85% of Social Security benefill;(as.opposed to 50% urlC:ier.:~~20 .61 ~ 67 70 


current law) paid to nonresident aNens. Tax has been conceded under certain treaties. '-.. 
11' Voluntary withholding on unemployment compensation - . "-67 30 '2 2 2 103 . . 	 ., 

TOTAL: 	 1,76:1 2.119 _2,049 2,080 2,132 '10.142 

Ncite 	11 All proposals are assumed to, be effeC:live on 1/1195•.. 
21 High-alcohol content beer is beer with more than 5% of alcohol by volume, and conMts primarily of malt liquors and the new "ice" beers. 
,31 Fortified wine is wine with more than 14% of alcohol byvolume.. About 10"1Q af~ wine sold would be affected. 

-"~l/fl~~~_~~~ 
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~ ... 

~1J?S . Revised 2/21/94
" , 

ENT;rTLEMENT REFORMS TO FINANCE wELFARE .PROPOSALS ' 

{dollars i~ billiorisi 

.··FY 95 96_,_·97 91{99 FY 95-99
" ~ :.1 

. t 

Cap Emergency Assistance 0.26 0.35 0.'42, . 0.50 0.56 . 
:t; 

--2.09 


Target Child Care Food Program 0.16 0.21 
~~ 

' 
:. 

0: 23 0.27 0.30 
, " 

1.17 


Adjus~ ;~SI'DeemingRules 0;18 0.19' 0.21 0.23 0.25 ,1".06, 

, " I. 

.;.,.: , Reapplication for SSI Cas~es "Most 
Likely-to Improve [being re-estimated] 0.07 o . .16 .. 0.26.. 0 .. 37.0.. 44 

;: 

1. 28 
"; 

Ti~hten Spon§orship and Eligibility
Rules for 'Aliens '-' ,-0.27 0.52 

4 

1.13. 1~70 2.14 5.76 
.

Improving EITC and Related" Tax and 

Transf~r Polipies N/A 
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E X E C U T,I V E 0 F FI CEO F THE P R·E SID E N T 

07-Mar-1994 01:14pm 

.. .. " ',-

TO: 	 Isabel Sawhill 

FROM: 	 Bruce N.·· 'Reed "',. 

Domestic Pol~cy Councii· 

CC: 	 KathrynJ. Way 

'SUBJECT: WR costs/financing 

Belle - 

'Richard m~y have ment~oned to you that we discuss~d upfropt job 
search at HHS this morning, and appeared to make some progress. 
Kathi, Richard, Bom'lie~ and I pressed.. the' point again, and for 
once got surprising support 'from the HHS rank .... and-file. Lavinia, 

'. who runs the refugee program, and Howard' Rolston, who likes' job' 
search, blew David and Mary .Jo out· of the water by pointing out 
that 1) upfront job sear6h works,- and' 2)' feW'states dO..i t. I'm 
sure that when David and Mary Jo' get ,over the initial 

r.embarrassme·nt, they'll come up with some new excuse not to do it, 
. but it was one Specs mtg worth. attending. 

We're trying to arrange the costs/financing mtg for early Thursday 
afternbon~ Our WH group should get together well before then, at 

. your ,convenience. Kathi and I are at your disposal. .' 
, 	 . 

Ithqught 9f a few cost· and financing questions over.· the weekend 
that weren't reflected in the. tables you gave L~on" . I would also 

'be curious as to your overall opinion of the accuracy of the 
financing estimates we have received. froin HHS and Tr~asury. 

Here'srny ·list. I'm sure there are other ideas we've discussed 
and forgotten: 	

" 

Other Savings Within the Program: 

1. Upfront: 	Job Search -- aneaflier OMB estimate said 125m over .5( 
·2.' 	Provide 20% of child ca~e slots, thru .work program,( or !;Vas it 
20% ot' work slots t'hru child care?) -- 'a veryprelimary. OMB 

.,: . estimate. said 500m over 5 and '600m/yr in steady state 
</'. 3. Cap on work slots _ .... should save money in ·10yr· estimate, but 

not, in 5yr,. .... " . 
'4.' Time limit on WbRK program -- ditid. 
5. How much does it cost to eliminate the 100 hr rule but not the 

. work history reqt? 



I' 

Unr'esolved Financing' Questions: 

1. Cash for Addicts: can we' save ANY money ,from the DA&A SSI 

prqgran:t? (I saw Richard,' s.e-mail "of Feb 11)" 


. ' 

~- 2.~ Are the non-immigrant SSI 'offsets that HHS' proposeji politically 
.feasible? (eg, disabled kids). Can the ,savings fr0i!L better ' 
targeting the child care food program be used' to pay~for the 
j,.ncreased chi,ld care food cO,sts OMB anticipate!? but_, mis has not.,., 
,:taken account of in 'its estimates? 

3. EITC savings -- for example, no EIf'C if no paterni:ty is 
"established. 	 I know David's looking 'at this, but I'don't know 

where it stands. 


'4. Someone told me we 'should 'look at letting states '·impose a tax' 
on'~ail-order items, and target the $ forWR. Bumpers has a bill 
thJ'lt would raise about $2. Sb/yr for the states. I h9,ve no idea of 

: tli.epolitical viability ofthisidea,( I know it would. :i:all hard on 
Maine, where George Mitchell and LLBean are based), and I assume 
,it's ,been tried before and failed. But it occurred to me that 
perhaps we could use this for . the ',out-year money as a fallback. 
Congress doesn "tseem to mind raising' taxes in' the' ou-tyears. I 
ha,ve not brought t,his idea y.p toHHS because I t m' afra,idthey' 11 
spend the money before ,we Can raise it -- and ,I still agree with 
Lebn's'point that.the overall package. can't corne. iri:at much more 
than $2S-30b over lOyrs.· (Of course, this particular tax, ,woult;i 
only go to the· states, which would reduce our overall costs. ) 

S'. The only. items on Treasury's list that made much' sense to me 
were the gambling .tax and the phasEmut of ,.the dependent care tax 
credit at, $90+K AGi. 'The Mainstream Forum plans to do tqe latter 

'anq use the money to make the DCTC refundable which might be a 
nice ,baby step on chiid care." 

Let ,us know how', i t ~ s going, and .what we can do to help_~ Thanks. 

,·... ·f' 
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E X E cui I'·V E o F 'F ICE OF,' 
J 

THE PRE S I' 0 E N T' 

11~Feb-1994 09:~lpm 

TO: (See' Below) 	
, , 

FROM: Richard A. Popper \,Office of Mgmtand Budget, HIMD 
.' ' 	 :: 

SUBJECT,: DA&A SSI and 01 Issues and Options 

This is in response to the ,information you requested regarding SSI 

& 01 recipients who are drug addicts and alcoholics (DA&A). We 

were not able to reach anyoneatHHS, and SSA, today due to the, ',' 

weather~ , 	 ' , 

~ligibility Definition , 

Ind,ividuais may be considered d,isabled under'both the SSI and 

Social Security 01 programs as' a drug addict 'or alcoholic (DA&A) 

if they:'" 

-,have a medically determined, physical drug aqdictionor 

~lcoholism that has or will last 12, months ,or result .in death" and 


'- are unable" to perform sUbstantial ,gainful activity because of 

the impairment 


CLARIFICATION: This is slightly different than what we told you 
late yesterday evening. A's best' we can reconstruct from the 
r:egulations'and,other inform~tion, DA&A is now the ,basisf6r 
finding of ,disability for bothprograms~ ,However, inconsistent, ,; ) 

past implementation' by SSA often 'led to benefit denial for 
claimants who did not have another condition that, in itself" was 
so severe that benefits could, be awarded based on the other.,. ' 
condition' alone. For' example, , a physical condition such as 
cirrhosis supported the award without consideration of 'alcoholism. 

, Two court cases (McShea, Wilkerson) affirmed that substance' 
, 'addiction disorder in and 'of itself can be' a medically 

determinabie impairment:.: The discrep~ncy in policy and practice 
.	apparently has been reduced as a result, and the clarification 

caused by these COUr-t" cases may heip: partially 'e'xplain the growth

in DA&A award's'". ' ' 


. In adctitionto the above disab'ility definition, SSI -DA&A 

recipients must: ,'",' ., 

, undergo appropriate treatment for their addiction at'approved 

facilities that must 'be monitored, and which must'be free of, 

charge to SSA and the recipient ' , 


receive their benefits througb a r:epresentative payee 



,. 


Rolls Are Growing 
SSI DA&:A ,recipients ,have 'increased from :;f4;000 in FY91 .to 78,000 
in September 1993. DA&A recipients have also grown from l' to·· 2.6% 
of the total SSI,population during ~he same period. 72% of DA&A 

- 5SI recipients are' male, with an average age of 42 .. 

. Case br~)?kdown of those who are impaired solely due to DA&A: 
SSI: 78,000 SSI . 
DI: 49,000 DI 
Concurrent (subset of both).: 14,000 

Hill Proposals , 
In additionta..the,amendment introduced._etiminating benefits :to . ''', 
drug dealers, the following leqislation h~s 'recently been 
introduced: 

House' Republican Welfare Reform bill 
H.R. 3500,requires random drug t~sts of SSI DA&A·recipients 
disabled due to addiction to illegal dr:ugs, (alcoholism ,is not 
addressed). Removes this class of SSI recipients if they are 
determined 'to be using illegal drugs, or if they refuse to submit ' 
to a test. .Its not. clear how this would work in practice sihce 
the bill does not 'alter the' current eligibility,of drugaddiC::ts. 

, ' 	 • ! '. ,", . 	 . 

Senate Republican W~lfareReform bill" 

Does not specifically address SSI recipients, but requires AFDC 

recipients to participate' in treatment, ~ith ,those who refuse 

expelled 'from AFDC eligibility for 2 years" . 


H.R. 1712 
,Requires 	DA&A recipients to particip'a1:e in 3 consecutive months of 
approved treatment before being eligibl'e' for ,benefits 

Other options:' 

Eliminate DA&A as a: basis of disi:\'bil'ity 


,Eligibility would be limited to those individuals ,.who have a 
severe impairment, excluding any addiction. SSA estimates ,that. 4'0% 
of recipients under DI have impairments ,solely ,attributable to 
'DA&A.,This option could t'erminate a large, portion of recipients. 
Alternatively, the proposal couldbe~ phased~in for new recipierits 
only., 

,Time l.imit eligibility,. ' , .. 
, Flag D~&A cases for an early, thorough CDR reassessment. " 
1\}ternatively, terminate benefits afte,r certain peri,od' of time. 

't:.,.'":., Assumption of adequate treatment availability-fuay be important for 
. this, approach. " ' 

Administrative Improvements 
"Some modest administrative improvements could be pursued. For 
example: permit payments to qualified organizations (social 
service agencies, treatment centers) to offset their costs as rep., 
payees. 

__..". 

(, 



, 
" 

," 

SSA's'FY;95 budget request for the SSI program expands referral and' 
monitoring, ,activities to 'cover ove:!; 75% of DA&A rec,ipients by 
-FY95,compared to just 45% in, FY?3: ' Outlays 'from this activity' 
will increase from $4 million in FY93 'to an estimated $36 million' 

',in FY95. HHSis thus continuing the policy of p:r;,oviding benefits 
to such individualf? whileel?hancing,the 'focus,onr~ferring' 
individual's to~_treatment •. 

. ~," 

HHS context:, . " 	 , ' 
", 

We understand" there has been, sharp disagreement within HHS on, 
,revising current policy in r~action to congr'essional,' public ,and 
media criticism. Some within ,the Department favor altering or 

_ eliminating the ,payment of ,b*?nefit~ to, U1>.,EtA reciEJ:~nts, while 
,-'others fa,vor a'more administrative solutign of.emphasizing 

treatment. ' 

We will pursue further with HHS ea:a;ly next week. 

Distribution: 

" TO: Isabel Sawhill 

TO: 'Barbara S. selfridge' 


CC: Wendyc. New 
CC: Keith J~ tontenot 

'CC: ' 	 Lara L. Roholt 

CC,: St~c.y,L. Dean 

CC: Thurman B. Clendenin 

,', 

~:.. 
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,1 
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Welfare Reform Costs and Off~ets 
High'OptionWith Otl:ter Co~ts Added, 

-, 
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.Adding New ReventiesTo Help Pay For Welfare Refonn 
" 

";. 

High Option With Qther Cost's Added 

; $11 bil , 


$10 bi! 


.$9 bi! 


$8 bi! 


$7 bi! 
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, SUMMARY PRICING 

Three Possible Options 


(By fiscal year, in millions of,dollars) 
 ~, , 

5 Year 10 Year, Steady 
1995 1996 1997 1998 ,1999 Total' 2004 Total State'3/10/94 12:45 

A Subtotal. Making Work Pay 

·J~ Option 
C Option; 

A', ' , Subtotal Reinventing'CovenUnent ' ' 
e Option,' ' 

'c.,Option 

A SItB~rA(.. 
6 'Subtotal 
C Subtotal 

0 0 
0 0' 

0, 0 

(5)' 1,120 

10 715 
-20 325 

0 0 
'0 O· 

0 0 

3,410 '4,580 

2,110 ,2,555 
1,005 ,1 ,045 

N/A 
N/A 
N/t\. 

'. 
.~. 

~ WORKING DRAFI , c 



,", 
DETAILED OPTIONS 

. ,~RELH\'fINARY WELFARE REFORM COST ESTIMATES (FED'ERAUSTA TE) 
Three Possible Options Deita 

fBy fiscal year, in millions of dollars)' from a.iV~r.:JJ 
5 Year 10 Year adjus'ted Steady 

1995' , 1996 1997. 1998 1999 Total ,2004 Total State 

A' JOBS Prep: Case Management for Deferrals o 15 50 60 70 
B Umited Case MarJilgement for JOBS Prep o 10 25' 30 35 
C No Case Managemmt for JOBS 'Prep o o o o o 

'A Addjtional JOBS Spendi~g: Assumes everyone 
".' 

, in JOBS is in an education or training activity 
or jOD searcl:i 9 months out of the year., . 

(about 50% above tl\elevel in a demo intended 
to achieve maximU,Il"lparticipation) o 260 820 ' 940 980 1,405 

. : A~technjcal reestimate of Option A costs 
" (excludes EITC health care refo~ and part time 

work behavior changes) . 

B More retllisticparticipation levels in 
.JOBS: Assumes everyone in JOBS is'in an 
education or training activity or job, 

'search 7 months out of t~e year; 

C -Up front JOBS Setlrch for 30 days before 
MDC benefit 
More retllistic participation levels in' 

, - ' ,JOBS: Assumes everyone in JOBS is in an 
education or training activity or job 

, Search 7 months out of the y~ar. 
C SUBTOTAL 

WORKING DRAFT 31)0/9412:43 PM 1 
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• 

DETAILED OPTIONS 


,; 

~ 	 . 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
Thre,e Possible'Options Delta' 

-', , (By fiscal year, in millions of dollars) from 
5 Year 10 Year adjusted' Steady 

A 	 WORK Program 

A technical r~stimate of Optioo A costs 

(excludes EITe, health ~are reform,and part time 

work behavior changes) 


-B • 	 Cap Overhrod at $3,500/job/ye'u(vs. $5,250> 

This is approximately tlie spending level 

required for comniunitysemce (work-for· , 

welfare) rather than 

work.:.for-wages. 

:\ 


, ~hi.WORK-5lef-mfmfrer-al:5m-
• ,', 	 Limit time on. WO~Kto 3 yrors 

. then 75% of AFiX + Food Stamps 

B'SUBTaTAL 


, , 
C'· Cap Overhrod at $3,500/job/year(vs. $5,250) 

• 	 Limit Time on WORK to ,1.5 years 

then 75% of AFDC + Food Stamps 


, • . 1/5 WORK Slots in Child Care/Monitoring 

CSUBTOTAL 


~~ 

, 1995 1996 1997 1998 ' 

o '. o '0 120 

1999 

620 

Total' '2004 Total . State' 

"8,005 

WORKING DRAFT 3/10/$412:43 PM 2 




OETAILEOOPTIONS 

" i . 

PRE:LIMINARY WELFARE REFORM COST ESTIMATES (FEOERAUSTA TE) 
,: Three Possible Options Delta 

(By fiscal year, in millions of do~lars) from 
5 Year 10 Year adjusledSteady 

1995 1997 1998 1999 


(7,830),0 Cap t~e Work Slot number at Am ana o o o 95 , 445 
WORK overhead at $3,500 per slot .,. 

E Cap the Work Slot number at :5mand o o o 95 445 (6,640) 
WORK Overhead at $3,5()() per slot 

·F Cap the Work Slot n.umberat .5.m and . ' o ,0 o 105 510 (S!490) 
WORK overhead at $4,000 per slot 

G "<Cap the Work Slot number: at .7m and 0'< ,0 Q' 105 . 510 J;U~{u'U:, (3',840).' ,i 

WORK overhead at $4,()()Qper slot 
H Part-time workers not eligiblefor 

MDC after twoyears o o 0, 110 560 . (2,370) 

A Savings in AIDC Benefits from Case load Reduction 

: ~Savingsin'JOBS/WORK are. incorporated above) 0' (10) (40) (90) (100) . 


'B • Not Yet Estimated ': ' 0 .(]O> (40) ·(90) (l()() 


C Not Yet Estimated 0 (10) '(10)' (90) (l()() 


A Child Care for JOBSIWORKPartidpants o 240 ' 680 750 870 
B Less Child Care Needed o I 230. ,640 660 .. 770 

CLess Child Care Needed '0 160 430' 450 : 540 


, WORKING DRAFT .3/10/94 l2:43 PM 3 



DETAILED OPTIONS 
!. 

PRELIMINARY WELFARE Ri~FORM COST ESTIMATES (FEDERAUSTA TE) 
Three Possible Options Delta 

(By fiscal year, in millions of dollars) , from 
5 Year 10 Year adjusted Stead'y 

1995 1996 1997 1998 1999 Total 2004 Total State 

A Trarisitionai q,i1d Care 0 85 250 300' 350 600 
B- Alternative under· review 0 85 250., . ~ 300 . 350 600 

C Alternative under review 0 85 250 300". 350 600 ' ' 


,~ 

A ,Enhanced Teen Case Manageme~t 0 30 90 105,: 110, ' 120 

.B Cap case m~nagement ailmiti costs at$ 5Q m. - . 0 30 50 . ,50 50 
 50 , 

C Defer 0 '0 0 0 0 
 0-- -,.- ..~ ~ 

! I 

A 'Economic Dev.elopment: Microenterprise loans 


and IndiVidual Development .Accounts 0 0 100 100 100 
 0 
B Modest Economic Development 0 0 50 50 , 50 .-0 
.C Defer 0 0 0 0 -- 0 0 

A Subtotal Transitional AssistaitcelWORK 0 620 1,950 ~,285' . 3,000 6,535 
',-;'.<':";"'';';''.<M:.''",,;,:,: .•.••. ' .", ~B Sulitotal· 0 ' .545 1,595 1,780 2,265 . 3,235 

. C. Subtotal O. 385 1,185 1,340 1,705 2,140 

J' 

WORKING DRAFT 311.019412:43 PM 4 
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/ 

DEIAILED OPTIONS. 

t, . . ~.. 

PRELIMINARY WELFARE REFORM COST ESTIMATES, (FEDERAUST A TE) 
Three Possible Opti~ns . Delta 

(By fiscal year, in miJIions of dollars) from 
5 Year 10 Year. adjusted Steady 

1995. 1996 1997 1998 1999 Total 2004 . Total" . State '. 

A Requ.ire Minor Moms to Live With Parents 0 (45)' (50) (50) (50) 


B No change 0 (45) (50) .(50) (50) {:::::~.-?¥'-!,.;;;:: \"VI :}:::: ):Y,"t.:1!>::: .,,<:' 


C No change , o . (45) (50)- '(50) (~O) 


I. 

.,A Comprehensive 
" 

Demon~trati~n Grants 0: ··50. 50 50 50 
B No change 0 50 ' 50 50. .50 
C No change 50 50 50 50.P' 

. A. Two Parent Pro~ision: Quarters of Work 
and 100 hour rule 0 .0 .440 680 .945 


B Quarters of Work Only 0 0 '220 340 .'475 


C Quarters of. Work Orily 0 O· 220 340 . 475 


~ 

A No additional'benefits for additi'onal children 
'il 

~ 1- i(Family Cap at State Option) '(35) (00) (110) (140) (150). (150) ; 


B No change (35) (100) . (110) (140) (150) 

·c Mandalory family Cap (65) (150) . (375) . (605) (800) 


i, 

WORKING DRAFT 3/10/9412:43 PM 5 
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.', 	 DETAILED;OPTIONS 
i '. 

:~ 	 ., 

P:RELIMINARY'WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
. ' 

Three Possible Options Delta 
(By fiscal year/in millions of dollars) from 

. ./ 
5 Year· . 10 Year adjusted' ~teady 

1996 1997 ." 1998 1999 2004. .'Total. .' State 

;(1,270). A Child Support E~orcement 	 ·10 ,.40 .(85) (85) (375) 
'} 

.' 

B Same as A, b'~,t highercomputer.i:osts . 45 85 (25) , '(30) (~1O) ., (f,205) 
1. 

' 	
'\.

:C" 	 OfYf.IONB 
!. 

45 85 (25) , (30) . (310) . (1,205) . 
,: ,. 	

. ,.. .. 
,: .~ 

:t. 	 . 
, 

. :- ..:,-~ "K"Non-cus"todial Parent Provisions~ ~ 	 ',0.'-·30-· -'85",110' . ,.,165:: :~-"" ., 

C". ,B "ModeSt Non-custodialParent Pri:rviswns o 15 45 . . .55 .85 

. C Defer 0" . O. , 0." , . 0 0 


.,' . ," 

j ... ,. • 

.• ' 'A. Access "GrantS and ParenHng Demonstrations 20: 25 30 30 30 

B pefer. o o O. o o 

C . 	 Defer o 0" . 0" 0 o 

. ":~. 1 

. 	 , 
·A 'Chi1~ Support Assurance Demonstrations ' o· o ' ·100 '200 250 	 ;() . , 
B . limit.and Cap CSA Demos· 0;· O. 50 50 . .50 "0 

'C Defer . 0 ..0 . 0 0 0 o 


, "'. 	 A Subtotal Parentill Responsibility . (5) :0 . 460 795 . 865 , (110) 


B Subtotal 10 5 180 275 150 (710). 


C 'Subtotal (20) (60) (180) 
.' 

. (295) .' (635) (1,445)", :::1~?'%?:?~::i 


WORKING DRAFT 3(iO/9412:43PM 6 
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DETAILED OPTIONS 

,PRE(IMINARy'WELFARE REFORM COST ESTIMATES, (FEDERAUSTA TE) 
Thr~e Possible Options ," Delta 

(By f~scal ye~, in .mil~~ons of dollars)" from' .. 
.. .: 5Year , , 10 Year adjusted - Steady 

1995 1996 1997 '.1998 ' 1999 Total 
, " 

2004 Total ~' -State 

I r. _ '. . . _ . ' _ 

A 'Worki;"g Poor Child C~ , o , 500 ),000. 1,500 . 2,000 
. B Target Child Care at Parents 26 and under - 0 J 65 .' . . 335 ,"500 665 

" C ',befer o o :, 0, 0 0 
,"- ~ 

; 

----c'--""T ~...-~ 

--- -'~~'-'-'._-." -'-.---. '-"-O--c 

A A.dvanceEITC '0 . '0 - 0 o O· 
B. , !'1o Change: o o 0 O' 0 


,C No Change. '0 '0' 0 o 0 


:. 

~J'A Subtotal Making Work Pay o 500, ',I~OOO 1,500 .2,000: 
<, 

". . ';r L 

B 'Subtotal, '0 , 165. .335 '500 -665 

'C Subtotal o 0 0, o'.o 

1;: • 

-..~ 

;.' ; < 

'. " 

, 

,":... .!:. WORKING DRAFT 3/10/9412:43PM 7 
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!- , DETAILED . OPTIONS ' 

' 

" PRELIMINARY WELFARE REFORM'CPSTESTIMATES'(FEDERAUSTATE). ',: 
, Three Possible 0eUons -:D~lta, 

(By fis~al year, in miUionsof dollars) 'from 
5 Year, 10 Year adjils't~d' Steady 

': 

, :- 1995 1996 ' 1997, 1?9,8 1999 Total 2004 , ,Tota'1 . - 'State 

A ' As~et Rules, Filing Unit, , 
Simplification 'of Earnings ,0 

"r' , Disregards, Accounting and ' 
Reporting Rules 0, o o 0, , O· 

" 
--Subtotal Reinventing Government, , ::, O~" o ',_ .0, ,.__ 0, ,,: .0_ ----- -,. -

.1Ii~B l'fo Change o o ,- 0 0 ' 0 


,C No Change 0· o '0'.'- 0 '0, ~~~ . 


" ., 

'A', TOTAL (5) 1,120 3,4JO ' 4,580 ' 5,865 , N/A' 
""'1", • 

~ 
B Total 1O,' ,715 2,110 ' 2,555 3,080· NIA 

~. i 

, 

C Total (20) 325, 1,005 ,1,(145 1,070 NIA 
(, , 

" 

. 

i~ . 

'c, WORKING DRAFT 3/10/9412:43 PM 8 ' 
1 '.: 
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DETAILED OyrIONS . I 

t. 
" , 

PRELIMINARY WELFARE REFORM COST·ESTIMATES (FEDERAUSTA TE) 
Three Possible Options' Delta 

(By, fiscal year, in millions of dollars) from, 
5 Year 10 Year adjusted Steady 

1995 1996 1997 1998 1999 Total 2004 Total State 

JOBS/WORK Systems <;:osts ,_ 100 .,300 , 300 ,AOO 300 
Includes estimates of ~tate/Federal costs to adapt computer and other 'U:nder the new program. 

". 'Child Care Feeding Costs (JOBS/WORK/TCO 0 
The CACFP costs associated With eXpanded child CIlre 

,
, 

Child Care Feeding Costs(Worlqng Poor) 
, ~ 

0" , ,,' 

Th.eCACFP costs assOciated rpith expanded child CIlre 

WORK Program 0 
Remove EITC and Health Care ReformBehavioral Assumptions 

, 
f..-t'

',' 

JOBS Program' 0, :
Remove EiTC and Health Care,Reform Behavforal Assumptions 

Subtotal 100 

Sanctiol1S. , 
Federal Match Rate effect on S'tate, behavior 
Food Stamps Interactions 
Medicaid Interactions 
EITC Interactions 
Other Interactions : 

~ 
~."j 

35 

,sO . 

0' 

,40 

425 

95 105 120.' 
. 

!;l 

1()()' 150 " 

200 

0 10 ~ , 60 

r" 

110 130 140 

J.
605 795 820 

Not Yet Estimated 

Not Yet Estimated 
NotYet Estimated 
Not Yet Estimated 
Not Yet Estimated 

, ' 
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l' . 	
•• 

HHS Preliminary Welfare Reform Offset E~timates 
> 	 .Extrapolated to 2004 

5-year 	 lO~year
J. 

3/.9/9419:50 	 1995 1996 1997 1998 1999 Total 2004 Total 
dollars in billions 

. Ca'p Emergency Assistance , 1/ 0.26 0.35 0.42 0.50 0.56 0.70 

Target Child Care FoodProg~am 2/ 0.16 0:21 '0.23 0.27 .0.30 
 0:45 

Adjust SSI Deeming Rule 2/ 0.18 0.19 0.21 0.23 0.25 
 0.35 

. Reapplication for 551 Cases Most 
Likely to Improve·. 2/ 0.07 0.16 . 0.26 0.37. 0.42 0.67 

Tighten Sponsorship and Eligibility 

Rules for Aliens 3/ 0.52 1.13 1.70 2.14 
 2.73 

" 

Total 0.94 1.43 2.25 3.07 3·.67 4.90 

'. ~.' .. 	 Notes on extrapolations for)OOO - 2004 . . 
1/· ASsumes that under current law, States would take maximum advantage of.EA by 1999, with 

baseline growing by inflation afterWards.' . 
2/ Growth assumed to be at the same dollar increment as betWeen 1998 and 1999. 
3/ Assumes that cont~nued immigration would keep savings growing slightly more than inflation. 

A 5% growth rate is assumed. . 	 ., 

i 
j 

" 

?: 

~. 

; 




i,~ 

.......... ; ..... ; ........ ';.,.J ........,. 

Possible. Revenue Options ForWelfare Reform 
Extrapolated to 2004 

. 5-year 10-year .. 
3/9/9419:50 1995 1996 1997 1998. 1999. TO~ill 2004 Total 

dollars in billions 


Deny EITC to no'n-residerlfali~'ls j !' 0.00, "0,03' 0,03 0,03 

EITC information reportingJo!"r?oD 

personnel " 0,00 0,06 0,06'
, 
Increase withholding on gai}lbling , 

winnings> $50,000 to 36%, . 0.26. 0,12, '0,05 b,05 

Withholding,rate of28%,on keno, 

slots, and bingo winners> $7,s00 0,15 0,06 0.01 0.01 

Requireipformati?n reporti~g on 

winnings of $10,060+ from gambling 


. .'"regardless,of odds 0.01 0,04.. , '~. 0.05 0.06' _ 
4% excise tax on net gambling .'.
revenue (except State lott~riesj 'OA5 0.63 0.66 . 0.69 

Phase out dep~ndent care tax credit 


:·fo; AG'I oetWeen $90,000 and $110,000 ',- 0,09' . 0.19 0.18 0.16 

:..J 

Total 0.97 1.03 0.94 0.97 

. Growth assumed to be.aHhe same dollar increinentas between 1998 and 1999. 

, . 

::~ 

" 

'! 

;:;' I 

i. 

of;
" 
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Offset~ for Welfare Reform 

-Preliminary. Estimates: Option A 


$9 bi! 


; $8 bi! 


. $7 bi! 


,$6 bil 

~ $5biJ 

.9 

::::l 
:0 
fFr $:4 bi!. 

$3 bil 

.. - $2 bil 

. $1 bi! 

$Obil 

1995 

Mandatory Savings Options.

anorefS 

, 
200-31995 '1997 1998 1999 2000 2001 2002 2004 
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. . .: ~ 

Offsets for Welfare Reform, _ 
Preliminary Estimates: Option B 

. $9bil 

.... 

';. $8 bil 

. $7 bil 
'j 

$6bi! 

sg $5 bi! 

o 

.-.. 
:0
fIl $4 bit 

$3 bit 

$2 bil 

., $1 bit 

. $0 bi! 

, , 

·'i. 

Mandato:-! Sa~ings Options' . 
. aT\d Others , ' . 

.~ 

~iillillill~ 
.. 


'. 1995 ., 
. 1997 1998' 1999 2000 2001 ' 2002 2003 2004 


. J'~ 3/18/94 11:23 AM 
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Possible Savings Options for Welfare Refonll 
Extrapolated to 2004 

5-year ~;: 

1995 1996 1997 1998 
dollars in billions 

Cap Emergency Assistance 1/ 0.26 0.35 ,0.42 0.50 0.56 
.. ' -

Target Child Care Food Program i/ 0.16' 0.21 0.23 0.27 0.30 ::::~{::'ii':~~ ;2.0 

•' AdjustSSI Deeming Rule ',* ' 2/ ; 0.18 0.19 0.21 0;23 0.25 3.1- .,r 

Reapplication for S$I Cases MOst " ' 
Likely to Improve 

' .. ' . 
2/ 0.07 0.16 0.26 0.37 0.42 

.. ' .. 
Tighten Sponsorship and Eligibility 

Rules for Aliens 3/ : 0.27 0.52 1.13 1.70 2;14 20., 
Total ,0.94 '1.43 2.25 3.07 3.67 

Notes ot;l extrapolations for 2000 - 2004 , _, 
'1/ Assumes that under current law, States woufd take max~mum advantage of EA by 1999, wl'th 

~aseline growiI1g by inflation afterwards. ' 
2/ Growth assum~ to be at the same dollar increment as between'1998 and 1999. 
3/ Assumes that continued iIl}fnigration w~uld keep savings growing slightly more than inflation. 

, A 5% growth rate is assumed.!,' ' 

, 
" .) 

"I. 

"or 
·f} 
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~J 

Possible Revenue Optit:~nsFor Welfare Reform 
Extrapolated to 2004 

" i 

1997 

~t 
~ 

dollars in 

DenyEITC to non-resident aliens 0.00 0.03 0.03 0.03 

EITC information reporting for DoD 
personnel ~, 0.00 o.Oi ; , 0.06 0.06 

0.04 0.04 ,~~ 
(It.is (1,-. ) 

.s0I(lDO 

0.08 '()DD.r;.~ 

Increa~e withholding on gambling' 

winnings> $50,000 to 36% ,0.26 0.12 0.05 0.05 


,.

Withholding rate Qf 28% on keno, 

, 


slots, and bingo winners> $7,500. 0.15· 0.06 0.01 0.01 

r. 

Require information reporting on 

winnings of $10,000+ from gambling 

regardless of odds 0:01 0.04 0.05 0.06 


" 4 % excise tax on net gambling 

revenue (except State l<?tteries) , 0.45 . 9·63 ' 0.66 0.69 


Phase out dependerit care'tax credit 

for AGI behyeen $90,000 and $110,000 0.09 ' 0.19 '0.18 ,,0.16 


Total 0.97 1.03 0.94 0.97 


Growth assumed to be at thesarrie dollar increment as between 1998 and 1999. 

J-; :.: 

"·'·'·····,·,···'··<···'·:<-:·:';·;·z"·;·;·;,','·'·' 

G4~·c J.;IJ ow(. .'~ ,2.S.!-5.,;. 

+ ,~. 

';1 

..! 

~~ 
,~
I.! 

v 

~ 
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. Possible Savings Options for Welfare Refonn 
Extrapolated to 2004 

8:54 1995 1996 1997 

Cap Emergency Assistance 1/ 0.26 0.35 0.42 0.50 0.56 

Target Chlld Care Food Program 2/ 0.16 0.21 0.23 0.27 0.30 

Adjust SSI Deeming Rule .,.. 2/ 0.18 0.19 0.21 0.23 0.25 

Reapplication for SSI Cases Most 
Likely to Improve 2/ 0.07 0.16 0.26 0.37 0.42 

Tighten Sponsorship and Eligibility 
Rules for Aliens 3/ 0.27 0.52 1.13 1.70 

Total 0.94 1.43 2.25 3.07 

Notes on extrapolations for 2000 - 2004 
1/ Assumes that under current law, States would take maximum advantage of EA by 1999, with 

baseline growing by inflation afterwards. ' 
2/ Growth assumed to be at the same dollar increment as between 1998 and 1999. 
3/ Assumes that continued immigration would keep savings growing slightly more than inflation. 

A 5% growth rate is assumed. 

Mf)h:''1a7d O.~ 

L"t

2004 

0.70 

0.45 

0.35 

0.67 '?. 
2.73 
4.90 
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8:54 

Deny EITC to non-resident aliens 

EITC information reporting for DoD 
personnel 

Increase withholding on gambling 
winnings> $50,000 to 36% 

Withholding r~te of 78% on keno, 
slots, and bingo winners> $7,500 

Require information reporting on 
winnings of $10,000+ from gambling 
regardless of odds 

4 % excise tax on net gambling 
revenue (except State lotteries) 

Phase out dependent care tax credit 
for AGI between $90,000 and $110,000 

Total 

Possible Revenue Options For Welfare Reform 
Extrapolated to 2004 

l()..year 
1995 1996 1997 

.~~0.00 	 0.03 0.03 0.03 
(1,,\$ ""- .1 

i/(j$0I"IX1/ 

0.00 0.01 0.06 0.06 	 l>o1>.{;.VdY1 

0.26 0.12 0.05 0.05 

0.15 0.06 0.01 0.01 

0.01 0.04 0.05 0.06 

0.45 0.63 0.66 0.69 

0.09 0.19 0.18 0.16 
0.97 1.03 0.94 0.97 


Growth assumed to be at the same dollar increment as between 1998 and 1999. 


c.h-~·c J;/I (;iV' ' 2.8/~~ 
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.Offsets for Welfare Reform Option A Assuming Nonwelfare Irrtpacts "': 
, ' 

$8 bil ~t; 	 , 
" 

til 
c; 

$7 biI 

$6 bil 

$5 bil 

o:=: '$4 bil 
:0 
f;Ft, 

$3 bil 

$2 bil 

$1 bil 

$0 bil 

·3 

Mandatory savings 
options and others 

1995 1996 1997 	 1999 2000 tOOl 2002. 2003 20041998 • 

March 18 estimates 
, ' 

l 
'~ 

~ , 



Offsets for Welfare Reform Option B Assuming Nonweifare Impacts.
- . 

Does not include two parent provision.. '. 

. $8 bit . 

. , 

$7 bi! 

. $6 bi! 

Vlc:: 

$5 bil" 

. a .
'a $4 bil 
:.0 
ifi ' 

$3'bil 

$2 bil 

,i$1 bil "" 

$0 bil 

'"": 

Mandatory savings 
option~ and others 

.; 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
" 

., 

'March 18cstirnates 
;il.

~; 



t· .1 

. Offs.etsforWelfare Reform.Option C Assuming Nonwelfare Impacts· 

$8 bil D6es not include two parent provision'. Non-AFDC child ~are.w~uld be about half the 
. Option A level, and .demonstrations would be 75% the Option Alevel. 

$7 bil 

'. $6 bi! 

$.5 bi! 

en 
~. 
o:= $4 bi! 

.. :E. . 
liFt 

$3 bi! . 

$2 bil 

$lbil 

. $0 bi! 

.Mandatory savings 
option~~and .others 

I; 

.j 

i;" 

'., 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 


, March 18 estimates 
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_Mandatory savings 
I . option~.and others 

Reinveig Government ('sSetrules, etc.) ... 

/' 
r -

-, 
" 

Offsets forWelfare Refor~ Option D Assuming Nonwelfare.Impad~ 
-i 

"~1
$8 bil 

Does not include two parent.provision or non-AFDC child care. 
Demonstrations' w?uld be half the Option A level. 

$7bil h 

',-
$6 bil 

$5 bil t 
Vl
c:: 

.-0 
~ $4 bil 
..0 

f:J7 


$3 bil' 

$2 bil.
-

$1 bi! 

•.i • '. $0 bil 

..~ ;_1995 1996 '1997 19913 1999, 2000 -2001 2002 - 2003 2004 
·i 

- March 18 c!"timatcs 

~ 
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Offsets for Welfare Reform Option_A.' ;~r 

. I (. 
~} . 

$S-bil 

tr) 

c::: 

- $7.bil 

$6 bil 

$5bif 

o . 
:5 $4 bi!..... 
..n 
'i:Ft . . 

$3 bit 

$2 bit 

$1 bil 

$0 bi! 

.t; 

. , 
Mandatory savings 
options and others 

1995 1996 1997 1998. 1999 2000 . . 2001 2002 2003 2004. 


l March 18 cstilTlatcs 

Of,. 
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$7 bU

$6 bil 

'$5 hil 

r;J) 

~ 
o

::3 $4 bit 
:.B 
t:It 

$3 bil 

. $2 bil 

$1 bit 

$0 bil 

:Mandatory savings' 
- optio~ and others 

? : 

~~ l • 

~; 

Offsets for Welfare Reform"Option B . 
~ 

'. 

Does not include two parent provision. 

, . r$8bil 

"\ .~:" 

' 

~! 

1995 -(996 1997 -1998 1999 2000 2001 2002 2003 2004 

~. 1; 

..~ 

Milrch 18 estimates 

-'It.
'. 
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Offsets for Welfare Reform Option C 


S~r,
$8 bil Does not include two pa,rent provision, Non-AFDC child care would be about half .the 

,Option A level, and demon~trations would be 75% tJ::te Option A leveL 
~.1 

(f) 

,~ . 

$7 bil, ' 

$6 bil: 

$5 hil . 

o '. 
::3 '$4bil 
:0 
f:Ft 

$3bil 

$2 bil. 

$1 bil 

$0 bi! 

Manda~ory savings 
optiori~ and o~hers 

",so 

1995 1996 1997' 1998 1999. 2000 2001 2002 2003 2004 

( • J j' 

'!March 18 estimates 

.~ 



.$7 bil 

$6 bi! 

- - $5 bir 

V'l 
~ o 
;5 $4 bil 
:.a 
fFt 

$3 bil 

. $2 bil 

$1 bi! 

.. 
. $Obil 

~. 

~ t . -

Mandatory savings' 
options and others 

I' 

Reinventing Government (asset ndes, etc.) , I'". , , 

,: 

j, .' 

Offsets for Welfare Reform Option D 
:,. 

~ 

! :;~ 

$8bil 
Does not·include two' parent provision or non-AFDC child care. ').' 

, 'bemonstrationswou'ld be half the OptionA levef!' :1: 
I . . , , ' ~ 

1995 1996 '1997 1998 '1999.' 2000 2001 2002 2003, 2004 

M<lrch 18 estimates 



dollars in billions 
'i It, 

Mandatory Savings OptionsUrlder Consideration: 
'j;' . . 	 . 

1 ~p Emergency Assis~nce 1/ 0.26 0.35 0.42 0.50 

2 Target Child Care Food Program 2/ . 0.00 0.110.14 0.16 

3 Tightcn Sponsorship and Eligibility 
Rulcs for Alicns 3/ 0.52 1.13 1.70 

Subtotal 0.53 0.98 1.69' ,'2:36 
;::l, 

Other Savings and Revenues;' 

, 
Savings 

I 

4 Adjust 55I Parent to Child Deeming 
Rule ,; " , 2/ 0.18 0.19 0.21 0.23 

5 RCilpplication for 551 CilSCS Most Likely . 	 ,. . . \. 0D 

Possible Offset Options for Welfare ReforIn 	
.;

~ .~ . 	 Extrapolated to 2904 . 


'1995' 1996' 1997. 1998
'. 

0.18 

2.14 
,2.88 

,to Improve 2/ . 0.07 0.16 0.26 0.37 
Subtotal 0.25 0.35 . 0.47 '0.60 

Ta;~;!dit Eligibillty 4/ . 
. f 

. 6 Deny EITC'to ,riQn-resident aliens 	 0.00 0.03 0.03 0.03 ' 

7 Phase out dependent care tax credit for 
AGI between $90,000 and $110,000 . 0.09 0.19. .0.18 0.16 

Subtotal 0.09 0.22 0.21, 0.19 
PI,.. \~,ba..-v- ~tf""- :2--eJ.fr, (v ... t7-o l( 
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Possible Offs~t Options for Welfare Reform 

Extrapblated to 2004 ' , ! 
,~year 1.0-year 

1995 1996" 1997 1998' '1999 Total 2004 ~ Tota'l 
dollars in billions 	 \.' ,! , , I 

, Othe'r Savings and Revenues (continued); 

, ' Tax Compliance 4/ 

8 EITe info :t:e?O:-~:ngfor DOD personnel 0.00 O.Ql 0.06' 0.06 


".,.. ~. 

9 Increase withholdingon gambling 

winnings>' $50,000 t'036% 0.26 0.12. 0.05 0.05 


lOWUhholding rate of 28% on keno, slots, 
and bingo winners> $7,500 ' 0.15 '0:06 0.01 0.01 

n 	Require informaponreporting on 
winnings'of $10,000+'from gambling 
regardless of. odds 
(e",xcept State lotteries) 0.01, 'O.O·f . 0:05,: 0.06 

Subtotal 0.4:2' '0.23,' 0.16 0.17 

:' New Revenue 
124% excise ta~ on net gambling revenue 

, (except State lotteries) 4/ 0.45 0.63 0.66' 0.69' : 

, . 
TOTAL 1.75 2.40 3.18 4.02 4.67 :~)r):~:M~Y1":::j:~ 6.51 {t~;::'l!:7f:~8:~\:~$:" 

1: 
Notcs on extrapolations for 2000 - 2004 , 
11 Asiiumcs'that under current law, Statcs wOuld lalie ma>i!iniun advantage of EA by 1999, 

w\th'baselli\~ gr~w\ng by inflation afte~ards, ; , ", 
2/ Growth assumed to hi! at the same dollar In'crement as between 1998 and 1999. 

3/ A 5% growth ra Ie Is assumed. 

4/ Growth Rale assumed to hi! at the same dollar Increment as hi!tWeen 1998 and 1999, 
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TABLE - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By fiscal year, in billions of dolla~s) 

Cap Emergency Assistance 

5 Year 
Total 
2.12 

Target Child Care Food Program' , 0.57 

Conform AFDc: to Food Stamps: 130% of Pov~rty 
Reduce by 1/2 . . 

6.99 
3.50 

Reduce by 1/3 
" 

4.66' 

, . 
TIghten Sponsorship and Eligibility Rules 
f9r Aliens: 

Make currel')t 5-year SSI deeming rules 
permanent and extend to AFDC arid 
Food Stamps and limit assistance to 
PRUCOLS 

Exte'nd deeming period to-7 years" 
Extend deeming period to citizenship, 

.. 
" 

2.74 

3.45 
6.80 

EITC: Denial to non-resident aliens 
t ,'.

info reporting for DOD personnel 

Gambling" .. 

.

, ' 
0.32 

,. 
Increase withholding on gambling winnings 

>$50,000 to 36% - 0.52 
. Withholding rate of 28% on keno, slots, . 

and bingo winners> $7,500 , 
Require information reporting on 
winnings of $10,000+ fr.om gambling 

, 

0:25 

regardless of odds (exce!?t State 19tteries) 0.22 
5% excise .tax on net receipts of gambling , 

establishments (except State lotteries) 3.95 

Other: 
Phase down dependent care' tax credit 1 0% for 

AGI over $70,000 
'j 

.. 0.78 

OPTION 1,(5 Yr Deeming. No 130% IncomeTest) 11.47 

OPTION 2 fT, Yr Deeming, 'l/3rd 130% Income Test), , 16.84 

OPTION 3 (Deem to Citizenship. 1/2 130% Test) 19.03 

OPTION 4 (Deem to Citizenship, Full 130okTest) 22,52 
! ' . ' 

5'Year 
Federal 

2.12 

0.57 

3.84 
1.92 
2.56 

-

1.85 

2.32 
4.67 

0.32 

0.52 
.. ' 

0.25 

0.22 

3.95 

0.78 

10.58 

13.61 

15.32 

17.24 

, 

i" 

, 

10 Year 
Total 
5.66 

2.29 

19;18 
,9.59 
12.78 

.. 

9.10 

11.99 
23.95 

0.90 

0.81 

0.31 

' , 

0.64 

9.14 

1.67 

30.52 

46.19 

54.96 

64.55 

10 Year 
Federal 

5.66 

2.29 

8,49.' 
5.28 
7.03 

" 

; 

6.11 

7.99 
16.29 

0.90 
-

0.81 

0.31 

0.64 

9.14 

1.67 

,27.53 

36,44 
" 

42.99 

46.20 

'I 
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Possible Offset Options fo~ Welfare Refonn 

Extrapolated to 2004 


1995 1996 1997 1998 
'dollars in pillions 

Milngillory Silvings Options Under Cpnsideration:, 

1Cap Emergency Assistance 1/ 0,26 ,0.35 0.45 ' 0.50 

2 Target Chi~d Care,Food'Progr~m 2/ 0.00 0.00 0:18 ' 0.19 
.. 

3 Tighten SponSorship and EligibiJ.ity 
, RUlesforAlie~s:c:t0 ' " 3/. 0.27 0.52 U3 1.70 2;14 3.14 

Sko"", loot\...... c> """s, Subtotal 0.53 0.87 1.76 2.39 

.: . 

" Olh~i Silvinga ilng R~v~riu~~; .. " , 
',' 

',j • 

, __ -Savings 
,/ 

4 AdjustSSlPatent to Child Deeming 
~llie' , 

/''" 2/ ,',' 0.23 0.26 0.28 0:31 0.34 0.54 ~. \ k . )r+'J ......5 Reapplication for 
' 

S~l Cases Most Likely 

to Improve 2/ O.OT, 0.16 '0.26 0.37 , 0.49 
 ,1.00 . N,~.!iM

' Subtotal' 0.30 0.42, 0.54 ' 0.68 0.83 1.54Al)p (30,7~ ~/'{fI.-">.-"...;'-1: ,$1.'3 b/yr: 

SOlS.. Sc;oc.... " ..:¥'{6PtJvs Taxb'edit Eliribilitll 4/ 

6 Deny EITC to,non-resident aliens 	 0.00 ' 0.03 ' 0.03 0.0:;3 

7 Phase out dependent care tax credit for 
1: I . 	 ,

AGI between $90,000 and $110,000 .. 0.09, 0.19 0:18 0.16 

~ ) k,- (2....Llo!.. >!-fc"", '-:re, 0.:>0 ~ (01.
. 

.'! 	
' 

8 Cafetena Plan Ex~mption 	 N/A N/A N/A N/A, N/A ~o>t.~ 5~'/ 
,,' ; ,.5 ,;, ,F1C4 

'. Subtotal 0:09 0.22 0.21' , 0.19 ' 
~Cv-rs 	 S' 1'6 3.{"

'h, 	 ,., 5 .5 
'5 Ii.. I.S 3/18/947:11 PM 

~ 
",',\. t 



.. 

~~' 

-'..' 

~~;-

PossibleOffsef Options for Welfare Refonn 
',>Extrapobtcd to 2004 

. 	 . "r i.5-year ; 10-year 
1995 1996 1997 1998 1999 T9taJ 2004 'Total 
dollars in billions 

Other Savings 'a~dRevenues' (continued);
" 	 , 

",, 
, Tax Compliance 4/ 

8 EITe info reporting for 000 pe~so'nneJ ' 0,00 0.01 0.06 0·06 

9 	Increase withholding on gambling 

winnings> $50,000 to 36% ' ! 0.26 0.12 0.05 0.05 


, ~, :,', ! , 

10 'Withholding rate of 28% on keno} slots, 
and !,ingo ~innerS:> $7,500 0'.1.5 0.06 0.01 , 0.01 

1r Require information reporting on 
winnings of $10,000+ fromgambling

, . 
regardless of .odds 

(except State lotteries) 0.01 0.04 0.05' 0.06 


:..{ Subtotal 0.42 0.23 0.16 0.17 
~ 

'New Rev~nue 
12 4% excise tax on' net gambling revenue 

(except State lotteries) 4/ 0.45 0.63 0.66 >'0.69 

" 
TOTAL 1.80 2.36 3.33 4.13 4.85 7.19 

1'3/tb 3'b. 

Notes on extrapolations lor 2000 - 2004 
1/ Assumes that under current law, States would take maxim~ advantage of EA by 1999. 

with baseline growing by innation afterwards, ' 
2/ 'Growth assumed to be at the same dollar increment as between 1998,and 1999, 

.; .; 3/ A 5% growth rate is assumed,!" ' 4/ Growth Rate'assum ...d to be at the same dollar incremt'nt as betw""ri 1998'and 1999, 
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