AFDC-Related Provisions in Coalition and Senate‘Democratic Plans

1996 1997 1998 1999 20049 2001 2002 I-year

Coalition Plan
Repeal Emergency Assistance 0 -865 ~925 -1,005 -1,090 -1,140 -1,180 -6,205
Flexible AFDC entitlement to States & musc, 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 (nton-AFDC) child care discretionary 0 ~295 -295 =295 -295 -295 -295 -1,770
Expanded Transitional Medicaid Option o 140 150 302 316 322 340 1,570
. 29 -819 664 107 834 1,356 1,982 2,825
Senate Democratic Plan N
Repeal Emergency Assistance ) 0 -863 -925 -1,005 -1,090 -1,140 ~1,180 6,205
Flexible AFDC entitlement to States & musc. - - 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 0 160 180 380 420 450 500 2,090
73 272 1,386 2,355 3,050 - 3,820 4,178 15,134
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, FEDERAL CHILD CARE PROGRAN LEVEL '
HOUSE AND SENATE WELFARE BILLS, WELFARE CONFERENCE REPORT

(dallars In mlilions)

5Year- 7 Yoar

1996 1997 1993 999 2000 2001 2002 Totat Total

HHS BASELINES (1) $2,230 $2,326 $2,415 $2,500_ $2583 $2,871 $2758 | $12,069 417,488
AFDCIYOBS tontitemeni) $734 3764 $829 9860 SO $p45  $OVB | $4.127 56,050
TCC  fentiloment) ’ $220 3234 $248 8260 $272  §283 $3M4 | 31,234 §1.844
At-Risk  (cappad eniiltement $300  $300  $300  $300  $300  $300 4300 | §1.500  $2,100
Child Care and Development Block Gran {discrefionsry) $982 3903 $1023 $1055 $1088 $1.116 $1.149 $5.121 $7.186
Child Development Asseciale Scholarshios (discrefonsry) $1 1 $1 $2 $2 $2 $2 $7 oy
$70 $100

Dependent Care Planning and Development Grant foiscreticnary)

HOUSE Wellare Bili
. Child Care Block Grani (2) (discretionary)
Chiid Care P-ogram Leve! Relative to Basellne
PERCENT CHANGE IN PROGRAM LEVEL

SENATE Wellars Bill
Tolal Federat Child Core Program Level {3}
Title 1 - Sel-Aside  (cepoed enfitionant)
Title 1 - Additionsl Funding (capped enlitformani)

Titie 6 - Child Care and Dev. Block Grant  (discretonary)

FROM

15:43

DEC-86-1995

b

$13 $14 $14 $14 $15 $15 $15

$2003 $2003 $2.003 52083 $2,093 52003 §$2,003

6% 0% A¥%  A8% A% 22% .24%

-
v,

$2,580 $2,580 §$2580 32560 $2580 $1,980 §1.960
$9BC 5980  §9B0  S980  S9B0  $980  $980
$600° 5600 S600 S600  $BDO $0  -~$0
$1,000 $1,000 $1,000 $1,000 $1.000 $1.000 $1.000
$350  §254 9185 £80 (38) (3691) (t778)

PERCENT CHANGE IN PROGRAM LEVEL

CONFERENCE Report
Chid Care Rlock Grant
Sec. €588  (dicraetionary)
Sec. 418 (coppad antitement)
Child Gare Program Level Relative to Baseline
PERCENT CHANGE IN PROGRAM LEVEL

) TRRN B b - i oy Wiy Y s
$2.170 $2,240 $E,320 $Z.400 $2,500 $2.625 §0.745
$1,000 $1,000 $1.000-$1.000 $1.000 §°.000 $1,000
$1,170 §,240 $1,320 $1.400 $°.500 §1.625 $°.745

(360) (¥86) ($95) (B100) (388) (S46) ($13)
~3% 4% 4% 4% -3% 2% 0%

($137) (§233) ($322) (§407) (3495) (S578) (3665)|

$10.465 §$14.651
($1,594) (52,837
-13% “AB%

$12.000 §$16.860

4,500 $5.664
$3.000  $2.000
£5,000 $7.000
$841 ($628)
e — e — i

11830 $17.000
- 55,000 37000
$6.630  $10.000
{$429) {$488)
4% 3%

Notes:
i. FY 1385 cuiren. senvicas budgel,

L

o

2. The House wella¢c bill {Tite 1N} estatiishes 2 Child Cara Back Grant as a discrefonary pregram subjoc! o annua! appropriations.

3. The Senale wekase bilt provides states with $7.9 bRllon in child care funding ove: five yoars as a capped ealitlariaat (Tidle ¥, and authorizes §5 billion for th
stales (§1 Lilionfyear} under ina Child Care and Development lock Grant as discietionary funding subject 1o annua) appropristions (Title Vi), The capped
enlitlement funding inciudes 5 §4.9 blllip1 five-yadt child care sel-sside (aliocatad al $980 milllon/year), plus an additional §3 tilllon for the five yoar period,

FY 1980 - FY2000. Subjeet it lurther clarification, s table alocetes the $3 bilion evenly (8600 milliorvyaar} over the five yes period.
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Welfare Reform Finéncing Options

- Doﬂzﬁin Billions _
- . o 5 Year _ 10 Year .
4117941645 . " Total Federal State  Total Federal State
Summary:
A. Program Savings o ' 564 524 040 1683 1503 180
B. EnforcementSavings 207 207 000 427 . 427 000
' C. Extend Expiring Provisions . 230 210 000 1146 1146 000

" Total: Financing Options

-DR_AFT 1



| Wel_farel Reform Fin’anéing’ Options

=

Dollars in Billions
‘ o 3 . 5Year 10 Year
4/11/941645 = . Total Federal State Total Federal State
.. ’ ' F '

A. Program Savings
* Limit Emergency Assistance . 150 150 000 400 400 000
» Make Current$ Year SSI. Deemihg Ru]es -

Permanent and Extend to AFDC and Food -

Stamps. After § Years, Continue Deeming for

those Sponsers with AGI > 40K for 10 years or - ‘ :

Citizenship. LimitAssis_tancetoPRUCOls.‘ C 220 180 040 870 650 180
* Income Test Meal Re:mbursemenls to Fan‘uly \ . ‘

Day Care Homes S < . 057 .057 000 1727 172 000
+ Limit Deficiency Payménts to Those Maki_ng : o L .

$] 00K or More frcm Off‘Farm Income per Year SN -3 B + X3 000 = 131 1.31 0.00
. Falr Transaction Costs mth Graduated lnterest o .:’5\ B o . loh‘l/ :

Rates for Early Redemphon of Savmgs Bonds 076 076  0.00 1.10 1.10 0.00

Sublo!a!

Enforcement Savings

EITC: S o _
* Deny to Non-Resident Aliens * . 013 013 000 033 033 000
+ Require Reporting for DOD Personnel 016 . 016 000 040 040 000

Gambling:
* Increase Withholding on Gamblmg W1 nrungs : S

> $50K t0 36% ‘. . . 052 052 000 078 078 000
+ Withholding Rate of 28% on Keno, Bingo, Slots ~ 0.25 025 0.00 032 032 000

* Require Ihfomﬁﬁon_ Reporting on Winnings : ; .
> $10K from Gambling - 022 022 © 000 061 061 0.00

* Treasury currently reviewing this estimate.

DRAFT 2
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© C. ‘Extend Expiring Provisions®

" .
r

Welfare Reform Financing Options

_ Dol_lu_si_-n Billions
- . 5Year 10 Year
4/11/9416:45 - Total  Federal State Total Federal State
o Limit Tax Deferred Annuity Interest Build-Up . . o
of 100K/50K per Year Annuities - 080 080 000 183 183 - 000.
Subtotal

Hold Constant the Portion of Food Stamp o
Overpayment Recoveries that States May
‘ Keép :

Fees for Passenger Processmg and other Custonle_ )

Services
Extend Railroad Safety User Fees ’ \
: ty User Fees_of>

W | -
Guarantee the Securities Issued in Connection
with VA's Direct Loan Sales

Increase the Housing Loan Fee to 3% for Multiple
use of the guaranteed home loan program when
the_re is less than a 5% downpayment

N
O‘c;‘\

0.05

0.00

0.16

008 .

003

Increase the Housing Loan Fee on most guaranteed ‘

Loans by .75% (i.e., no downpayment loan fee
increased from 1.25% to 2.00%)

Extend VA's Authority to Consider Resale

Losses in Determining Whether VA Should Pay -
the Guarantee or Buy the Foreclosed Pmperty and
Resell it

Collect the.Cost of Treating Service Connected
Veterans for Non-service Connected Conditions
from Health Insurers

014

0.02

0.39

0.05

000

0.16

0.08

0.03

0.02

039

0.14

0.00

0.00

0.00

0.00

0.00

0.00

0.00

000

0.12

104 .

0.41

0.16

0.14.

0.78

0.09

2.95

Some savings require additional admlmstrahve effort which may have dzscrehonary costs.

0.12

041
016

014

o078

0.09

295

1000

0.00

000

000
0.00
oo
0.00
0.00

.00
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Welfare Reform Financing‘ Options

| Dollars in Billions

o . 5 Year ' 10 Year
- 4/11/9416:45 - ' Total - Federal State  Total Federal State
* Collect Per Diems and Copayments from Certam _ . o N
Veteran's for Non-service Care - . 005 005 000, 031 031 000
+ VA pensions and Medical Care Cost Recovery.
Verify veteran's self-reported income dala with _ .
the IRS and SSA _ 021 o 0.00 135 135 000
@ Cap means-tested pension benéfits at $90 ;;er o
month for veterans and survivors who receive . - N ‘ - T
Medicaid nursing home benefits ' . 019 0.19 N/A* 1.30 130 N/A®
* Round down monthly benefit levels and provide -
reduced COLAs to beneficiaries grandfathered i e , : :
into the new survivors program : 064 064 000 198 198 000
' * Maintain GI béneﬁt CDLA.s at 50%, whlch .I - -"
was to have been a full COLA in 1994 but was eliminated { ‘
and reduced by 50% in 1995 in OBRA93 015 015 000 083 083 - 000

Subtotal

Total: Financing Options

Possible Alternative’

+ Gambling Excise Taxat4% . 316 316 000 721 721 000

* This proposal represents a shift from federal VA costs to federa]/state Medicaid costs. States would
bear the cost of the federal s.avmgs ~

DRAFT



‘Welfare Reform Fina,ncihg Options

A Progfam Savings
_ Limit Emergency Assistance

~*  SyearFederal savings: $1.5B . 10 year Federal savings: $4.0B
* - cap each State’s AFDC emergency assistance expenditure at FY1993 levels
(with inflation adjustments for future years), or :
limit spending to 3% of a State’s total AFDC benefit payments from the past
year (a grandfather clause could protect States with large funding drops) -
. specifics of thxs proposal are still under. development

T:ghten Sporzsorsh:p and Ehglbrhty Rules’ for Non Czt:zens

- 881, AFDC and Food. Stamps require- that part of a lega] mumgr'ant‘sponsor’s income
is deemed available to the immigrant for a limited time, should he/she need public
~ assistance. The followmg tightens benefit eligibility for non-c:tlzens

5 year Federal savings: $1.8 B 10 year Federal savmgs $6.9B

.. change the deeming period for AFDC and Food Stamps from three to five
. years, and permanently extend SSI'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 $40,000. .

¢ . Creates PRUCOL eligibility criteria in the 551, AFDC, and: Medxcazd programs

| similar to the tighter Food Stamps criferia.

Income Test Meal Reimbursements to Fam:ly Day Care Homes

5 year Federal sawngs $578B 10 year Federal savings: $172B
Family day care homes in low-income areas would Teceive rexmbursement
for all meals at the “free meal” rate.

. Other homes could choose between

- {a) not means- testmg and thus receiving ”reduced price” rates, or
(b) means-testing, in which case meals for children under 185% of poverty
would be reimbursed at the “free meal” rate and meals for children above
185% of poverty would be reimbursed at the “reduced price” rate.

1



Limit Deficiency Payments to Thase Mahng 5100 000 or More Annuauy From Off-
Farm Income . . -

| -5 year Federal savmgs $61B 10 year Federal savings: $131B
- Producers receiving $100,000 or more in off-farm adjusted gross income:
would be mehglble for Commod:ty Credit Corporahon (CCC) crop. sub51d1es.

. Graduated Interest Rates for Early Redemptxorz af Samngs Bonds

5 year Federal savings: $ 76B 10 year Federal savings: $1.1B
* " New savings bonds issued would uut:ally yxe]d 2% mterest, wluch would
gradually rise over 5 years to 4%. co o
s - Current outstandmg bonds unaffected

B. -‘Enforcement Savmgs
Deny EIT C to Non-Resident Aliens

‘5 year Federal savings: '$ .13B 10 year Federal savings: $.33B
. 'Deny EITC to nonresident aliens such as fOreign students, professors, etc.

~ Require Insome Reportmg for DOD Personnel far EI'I‘ C Purpases

5 year Federal savings: § 16 B 10 year Federal savings: $.4B
Families living overseas and on act:ve nuhtary duty wou.!d become EITC
eligible.

. To finance this, and produce above savings, DOD would report nontaxable
earned income (such as subsistence and living quarters allowances) paid to .
military personnel overseas and stateszde 'I’h1s is counted for EITC purposes

~ Increase W:thhoidmg Rate on Gambhng Wmmngs
.5 year Federal savings: §.52 B 10 year Federal savmgs $.788
. Increase the withholding rate of 28% to 36% for gambling winnings over
$50,000. The odds of winning would be irrelevant. :
Withhold 28% From Kena, Bingo and Slot Machiﬁe Wiﬁnings-
5 year Federal savmgs $ 25 B 10 year Federal savings: $.32B

. Impose 28% thhholdmg on winnings over $7,500 regardless of the odds.
‘ (No thhholdmg is currently done.) _ '



| Informa'tior'z .Reparting on Gﬁmbling Winnings

. ® 5 year Federal savmgs $22B 10 year Federal savings: $61B
. 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 lottenes exempt. :

Ltm:t Tax Deferred Interest Bu:ld-Up of Large Annmt:es

* . 5year Federal savings: $.88 10 year Federal savingsl: $1.83.
. Prohibit tax deferral on interest accruing to annuities that pay annual
‘ incqmes over $100,000 for couples, $50,000 for single persons: '

‘C. Extend F.xpmng Provisions
‘ 'Hold Constant the Food Stamps Overpaymént Recoveries States May Keep

. 5 year Federal savmgs $.05B - 10 year Federal savings: $.12B
s Extend 1990 Farm Bill provision letting States keep 25% of Food Stamps '
~ recovered due to fraud/intentional program viclations. . = '
. -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 i 15 set
to expire in FY1996.

Fees for Passenger Processmg and Other Customs Services '

. 5 year Federal savings: $0B . ' 10 year Federal savings: $1.04B -

‘e . 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 Rai'lrohd Safety Usér' Pees

5 year Federal savings: $ '16 B | 10 year Federal savmgs $41B
Extend (and expand) railroad safety inspection fees. '
‘The provisicn would extend the fees through FY04. Currently they are set to
expire in FY1996.

1 Preliminary staff estimate, based on extrapolation of prior year savings.
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Veterans: .
Guarantee the Securities Issued in Connection with VA‘s Direct Loan Sales

e - §5year Federal savmgs $.08B 10 year Federal savmgs $.16.B .
J 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. Because 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. . 7
e Permanently extending thjs provxsmn would sustain the current higher pnce

paid to VA for their direct loans sold to the secondary market
Increase Housmg Laan Fee for Mult:ple Use of the Guaranteed Home Loan Program

5 year Federal savmgs $ 03 B . 10 year Federal savings: $.14B
The loan guaranty program, established to promote home-ownership among
returning WWIIL 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 of the guaranteed home loan program when there is less than a § percent
‘ downpayment.
. This proposal would permanently extend the 3 percent fee for mulnple use
- when there is less than a 5 percent downpayment

Increase Housmg Loan Fee by .75 percent

. 5 year Federal savmgs $.14B 10 year Federal savmgs '$.78B
* ' 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. Increasmg 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 financed over the life of the loan,
i-e, thirty years, the cost would not be significant to beneﬁmanes )



Extend VA’'s Authority fo Coﬁeider Resale Losses on Loans

* Syear Federal savings: $.02B 10 year Federal savings: $.09B .

. 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 FY98. This
-is ‘consistent with the acquisition decxsxonmakmg of prlvate mortgage o
insurers who consider resale losses.: - iy
o This proposal would make permanent the mdusmn of potennal Iosses on the '
resale of a foreclosed property in the formula. .

Medzcal Care Cost Recovery Program Thlrd Party Health Insurance
Rezmbursements , ‘

5 year Federal savings: $ 39B 10 year Federal savings: $295 B
o In 1986, VA received permanent authority to collect reimbursement for the
- cost of care from health insurers of nonservice-connected veterans. OBRA
- 1990 expanded this ‘authority to allow. VA to collect reimbursement from
health insurers of service-connected veterans for treatment of nongervzce-
connected conditions.
. - OBRA 1993 extended the servwe-»connected authonty to the end of FY 1998
‘. This proposal would make tlus authorlty permanent.. . :

Medical Care Cost Recovery Pragram Per Diems and Presmpnon Capaymerzts o

-~ Syear Federal savings: § 05B 10 year Federal savmgs $.31B
OBRA 1990 authorized VA to collect hospital and nursing home per diems
and outpatient prescription copayments from certain veterans for treatment
of their nonservice-connected conditions. _ : :
OBRA 1993 extended this authority to the end of FY 1998.

This proposal would make this. authority permanent.

VA Pensions and Medical Care Cost Recovery Pragrams Income Verification . =
Match

5 year Federal savings: $.21 B 10 year Federal savings: $1.35B
Under current authonty, VA has access to IRS tax data to verify income
reported by VA pension and medical care beneﬁaanes VA's pension and
medical care programs are means-tested. - ‘

* For pensions, the proposal would improve program integrity by reducmg
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 authonty permanent

VA Pension Benef:ts for. Vetemns and Spouses in Medzcazd Nursing Homes .

5 year Federal savmgs $ 19 B 10 year Federal savmgs $1.3 B B
VA pensions is a means-tested program which provides monthly cash
support to ehglble veterans or their survivors. OBRA 1993 extended through' -
FY 1998 a provision that caps pension benefits at $90 per month for
beneficiaries receiving Medicaid nursing home benefits. . B
This proposal does not affect the pension beneficiaries. It reduces the amount
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 prowswn which is currently
scheduled to expire in FY 1998

Round down and Reduce COLA Ad;ustment for Death and Indemmty

.Compensatzon (DIC) Benefris

5 year Federal savings: $ .64 B 10 year Federal savings: $ 198 B
L ]

-Maintain Montgomery GI Bill (MGIB). COLA at 50 Percent

The DIC program.provides monthly cash benefits to survivors of service-

- connected veterans who died during xmhtary serwce, or after service from

their service-connected condition. _ :
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.) -
This proposal would make this authority permanent.

-

'—S"yea'r Federal savings: $.15. B 10 year Federal savings: $.83B .

Servicemembers and veterans who have elected and 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, elumnated
the FY 1994 COLA and reduced by 50 percent the FY 1995 COLA.

This proposal would permanently reduce future COLA increases by 50 percent
in FY 1996 and beyond for those beneficaries who benefited by electmg to stay
in the old payment structure.



. Possible Alternative

Excise Tax on Gambh’ng Revenues

5 year Federal savings: $ 3. 6B - 10 year Federal savings: $7.21B
Tax gross revenues {(wagers minus winnings paid out) from all gambling
activities at 4%. (Current Federal wager taxes range from 25%-2% )
State lottenes would be exempt from this tax. . -



TABLE 1 .. PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
(By fiscal year, in millions of dollars)

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

FARENTAL RESFUNSIBILITY

Minor Mothers (85) (30) 210) (85)
No Additional Benefits for Additional Children (660) (220)L  (2,150) (810}
Child Suppart Enforcement .
Patermaty Establishment (Net) {535) (90} (2,080) (400)
En foreement (Net) {405) (160) {4,700) (1.555)
uter Costs 465 1,085 975
l;)BTOTAL, PARENTAL RESPONSIBILITY (1,220} (80) {8,055) (1,875
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
10BS- o 305 275  1,225| 1,08
Additional JOBS Spending 2,580 2,320 7,140 6,425
Additional Chxld Care for JOBS ‘ 1,805 1,625 4 900 4,410
WORK Program 790 710 10,150 9,135
Additional Child Care for WORK. 365 330 4,585 4,125
Savings from Child Carc and Other Expansion (90) (50) (1,275) (700}
Transitional Child Care R sso|  sos 2,580 2,920
Enharced Tecn Casc Management 210 190 595 535
Savings - Cascload Reduction (520) (285) (5,050) {2,800)
ADP Federal and State Systems/Admin Efficiency 680 665 825 900
SUBTOTAL,; JOBS/WORK 6,685 6,285 25,635 25,455
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 5,465 6,205 17,580 23,5%0
WORKING mon CHILD CARE (Capped at $2b '
in net 5 v‘gen 5,000 4,500 16,270 14,645
- REMOVE TWO PARENT (UPy RESTRICTIONS 2,210 1 160 8,250 4,355
Comprehensive Demonstration Grants 200 200 350 350
Nan-Custodial Pareat JOBS/WORK ' 370 335 1,855 1,670
Access Grants and Parenting Demonstrations 135 120 285 255
Child Support Assurance Demonsirations 550 495 1,500 1,350
1DA and Microcaterprise Demonstrations 300 10 T 630
.SUBTOTAL DEMONSTRATIONS 1,558 1,420 4,690 4,255

IMPROVING GOVERNMENT ASSISTANCE (IGA)}

State Flexibility on Eamed Income and : .
and Child Support Disregards 1,720 945 4,895 2,695

Genenally Conform Assets to Food Slam, . 265 100 655 240
Set Ao Exclusions o $4500 Equity Value 955 oss.| 2,785| 2,785
Double Territories' Caps/Adjust for Inflation - 370 75 1,060 790
All Others 905 555 2,265 1,375
SUBTOTAL IGA 4,215 2,830 11,660 7,885
GRAND TOTAL 18,445 16,115 58,460 | 54,720
OPTION 1 - No Child Care, 2 Parent, Demos or IGA 5,465 6205| 17,580 23,580
OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos '
and 50% IGA - 10,850 | 10,580 33,8901 36973
OPTION 3 - 50% Child Care, 50% Demos, and 50% 1GA 13,060 11,740 42,150 | 41,328
OPTION 4 - 50% Demos and 50% IGA ' 15,54 | 13,990 50,285 | 48,650
OPTION § - TOTAL PLAN 18,445 | 16,115 58,460 | 54,720

“Nole T: Parcnihescs denolc savings.
Note 2: Five Year and Ten Year Federal estimates represcat 90% of all cxpenditures except for

the followmg beaefits are at current match mtes; child suppost is matched at rates

speeified in the b etical plan; and compmhcnswva demonstration grantg are maiched at 100%.
Source: HHS/ASPE stalf estimates. ‘These estimates have been shaved with staff within HHS and OMB but
officially reviewed by OMB. The pohc:es do not reprcscnt a conscnsus reconimendation
of the Working Group Co-Chairs.



WWWMDS 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. iInstead 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 unavaitable 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 wotk 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 tht?y 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 ¢lements.

MAJOR ELEMENTS
Preventing Teen Pregnancy and Prometing 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 togethes 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 beth parents have
responsibilities to support their children. Our proposal calls for:



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 of school-age families receiving assistance. Teen parents will be required to
. finish school.

Learning from prevention approaches that promaote 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 addmoual children concelved by parents on
welfare.

in -paren! ili

End rules which discriminate against two-parent families. The 100-hour rule and quarters-of-
work rule which apply only to two-parent families would be repealed,

Child support enforcement,

Universal paternity éstablishment, 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 of child support awards and a national registry of new hires based on W-4
reporting so that delinquent noncustodial parents can be tracked qulckly and easlly ACross
State lines. :

Regular updating of awards.

New measures to penalize those who reﬁue o pay—from license suspension to IRS
enforcement.

' A new program of reguired work and training for men who owe child support and fail to pay.

Demonstrations of parenting and access programs and child support assurance,



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 iow-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 mponsxhlhty
contract that spells out their obligations, as well as what the govemment will do in return. Our
proposal calls for:

Full participation; Every able-bodied individual 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 they are ready to engage in training,
education, job search or job 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 Responsibility 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.



-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 1f offered.

A clear focus on employmens. 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 work 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 oumber 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 exhausted their time. limit and cannot
find unsubsidized private sector work. Key elements of the WORK program include:

Work, not workfare. States would be expected to plaice persons in subsidized jobs which pay
a paycheck. Recipients would have the dignity and respous_ibility 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 pﬁvate sector emphasis. The strong emphasis will be on placing people in subsidized
private sector placements that will lead to unsubsidized work. .

Non-displacing jobs. These jobs 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 one placement, frequent job search
requirements, no EITC for those in subsndnzed work slots, and a comprehensive reassessment
for people aﬂ;er two placements

| Special mles Jor places with high unemployment. Places with very high unemployment may
be granted special exemptions and given added financial support.



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 i 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 easnly 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 jncome support programs, The administra-
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 familles to own a rellable automoblle. 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 fami!ie.é to accumulate 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 designed 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 which follow people in the JOBS and WORK programs. 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.



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 caseload--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 nead 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 FY 2004.



TABLE 1

PROJECTED CASELOADS UNDER A HYPOTHETICAL PROPOSAL,
ASSUMING IMPLEMENTATION FOR PERSONS BORN AFTER 1971

FY 1997 FY 1999 FY 2004

Projected Adult Cases With Parent 1.43 million |  1.93 million 3.34 million
Born After 1971 Without Reform

Off welfare with Reform b :
(Health reform after 1999, EITC, .04 mitlion .08 million .81 million
Child Care, JOBS, WORK, etc.) ‘

Program Participants 1.39 miilion 1.85 million 2.53 million
Working While on Welfare ' .12 million 17 million .21 million
JOBS Participants .74 million B9 million {| - .92 million
WORK Participants .00 million .17 miltion .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
impact 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.



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 significantly increase paternity
establishment rates, to increase child support payments and to lower child poverty. . -

TABLE 2
Projected Welfare and Work Status for Persons Born after 1971
Who Wauld Have Been on Welfare Without Reforms
FY 2004 - Without Reforms FY 2004 — With Health and
Welfare Reforms
Working with Subsidy; In 23% T4%
Mandatory Education, Training
- or Placement; or Off Welfare
with Reforms
Not Working; nor In manda- _ 77% 26%
tory Education, Training or '
Placement
| 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 0OF A WELFARE REFORM PROPOSAL

(By fiscal year, in millions of dollars)
‘ ' SYear § Year
L _ 1995 1996 1997 1958 1999 Total  Federn}
PARENTAL RESPFONSIBILITY
Minor Mothers _ 0. Q@ Q) Q0 Tes (85) 30)
No Addiiional Bencfits for Additional Children Q0 {50 (125) QoY) (265) (660) 220
Child Support Baforcoment ;
Paternity Establishroznt (Nef) s 0 (135) Q00 (08) (515) o0
Bnforcement (Net) 0- {s) (55) {45) (290) (405) (160}
Computer Costa . 15 s 95 . 150 160 465 420
SUBTOTAL, PARENTAL RESPONSIBILITY 0 50) 240) £os) 25| (1,220 80
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 'j
JoBS.Prep | of 15 3$ 9 1o 305 275
Additional JOBS Spending 0! 100 670 850 860 2,580 2,320
AddiGonal Child Care for JOBS 0! 70 455 600 670 1,808 1,625
WORK Prograim Q ) 0 80 710 790 710
Additional Child Care for WORK . - 0] 0 0 40 32§ 365 330
Savings from Child Care and_O!lwr Expansion ’ . 0: 0 0 {10 (80) {90) {50)
Transitionsl Child Care 0 0 120 185 258 560 505
Enhanced Teen Case Management 0 0 55 6% 70 210 190
Savings - Cascload Reduction 0 ¢ 30 250) {190) 320y (28%5)
ADP Federsl and State Synema/Admin Efficiency S0 50 98 210 278 680 665
SUBTOTAL, JOBSWORK 50 258 1,419 1,865 3105 6,685 6,285
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 50 05 1,170 1,560 2,480 5465 6,205
WORKING POOR CHILD CARE (Capped at $2b )
in uet spending), e 500 1,000 LS06 2,000 | 5000 4,500
REMOVE TWO PARENT (UF) RESTRICTIONS 0. L} 78 198 1,040 2,210 [+ 1,160
Comprehensive Demonstration Grants 0 50 50 50 50 200 200
Non-Cypgtodial Parent JOBSIWORK 0 19 75 105 180 370 335
Accens Granta and Parenting Demonstrations 0 rA R k1] i0 k) 133 120
Child Suppont Assirance Demonsimtions 0 0 100 200 250 550 495
DA and Microentsrprise Demonstrations - 0! 0 100 100 100 300 270
SUBTOTAL, DEMONSTRATIONS 20 88 as5 485 610 1,555 1,420
IMPROVING GOVERNMENT ASSISTANCE {IGA)
State Flexibility on Barned Income and .
snd Child Suppon Disregarda 0 . 0 5358 578 580 [ - 1,720 945
Generally Conform Assets to Food Stamps 20 ' 40 65 70 70 265 100
Set Auwo Exclusions to $4500 Equity Value 0o a 305 30 330 953 955
Daouble Temitorics' CapafAdjust for Inflation 0] o 120 125 125 370 275
All Othera 30) 215 130 25 245 905 555
SUBTOTAL IGA 10} - 268 1,278 1,328 1,360 4,215 2,830
GRAND TOTAL 60 1055 4,175 5,665 7490 | 18,445 | 16,115

Note 1: Parentheses denote savings.

Nate 2: Five Year and Ten Year Federnl catimalea represcat $0% of all expendintres except the following:
benefits arc 2t current match rates; child support ia matched at ratza specificd in the
hypothetical plan; and comprehensive demonsteation grants are matched at 100%.

Source: HHS/ASPE aaff cmimates. These catimates have been shared with wtaff within HHS and OMB

but have not been officially reviewed by OMB. The policien do pot represent 8 consensus recommendation

of the Working Group Co-Chairs.
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TABLE 1 -~ PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

(By fscal year, in millious of dollars}
10 Year i Year
3000, 2001 2002 2003 2004 Total  Fedesal
PARENTAL RESPONSIBILITY
Minor Mothers 25 L)) @5) @ e elo (85)
No Additional Baaefits for Addiional Childre Q15) (185) 300y el 20) (2,150) (810}
Child Support Enforcement .- ‘ .
Patemnity Establishment (Net) (240) Q240 15 : t’_.“l-ﬂ) avo {2,080 (400)
Enforcement (Net) (a45) (855) ©40) 0,000 1,055 @400 (.559)
Computer Cons 155 ‘ 130 113 119 110 1,085 913
SUBTOTAL, PARENTAL RESPONSIBILITY &0 (2315 (465 (1,%68)  (1,660)] (9,058 (1875
TRANSITIONAY, ASSISTANCE FOLLOWED BY WORK t
JOBS-Prep 118" 140 180 220 265 1,225 i,105
Additional JOBS $pending 790 850 880 970 1,070 7,140 6,425
Additional Child Care for FORBS 355 585 600 650 F05 4,900 4,410
WORK Program 1360 1650 180 2140 230 10150] 9,135
Additional Child Care for WORK 620 750 B85S 860 1,035 4,583 4,125
Savings from Child Care and Other Expansion (150) (190) 240 ¢285) axm 1,275) (700;
Transitional Child Care 3is 4 410 - 455 500 2,580 2,320
Enhanced Tesn Cags Masagement 15 75 75 80 80 595 535
Savings - Csseload Reduclion (250): 620y  (L,100)  (1,160) (1,440) (5,0505] (2,800
ADP Federal and State Systems/Admin Efficiency 170 ¢ 45 Q0) 5) 25) 825 900
SUBTOTAL, JOBS/WORK 3,600 | 3625 3,520 4,008  4200] 25435| 15455
SUBTOTAL, JOBS/WORK AND PARENTAL RESP LI 1310 2,058 2,440 2,540 | 17,580 23,580
WORKING POOR CHILD CARE (Cappui at $2b .
in niet spending). 2,080 2,065 2250 2340  2435| 16270 14,645
REMOVE TWO PARENT (UP) RESTRICTIONS 1,175 1,195 1,216 1,225 1,245 | 8260 4355
Comprehensive Demonstration Grants 50 50 50 Y 350 350
Non-Custodial Farent JOBS/WORK ns 265 95 135 368 1,855 1,670
Acceas Grants and Parenting Desmnonstrations 3o 30 30 30 .30 288 255
Child Support Awsurance Demonstrations 250 259 50 200 ¢ 1,500 1,350
IDA and Microenterprise Demonstrations 100 - 100 100 100 0 700 630
SUBTOTAL, DEMONSTRATIONS 655 . 695 Ti% 665 398 4,690 4,255
- IMPROVING GOVERNMENT ASSISTANCE (IGA) .
Statz Plexibility on Earned Income and :
and Child Suppont Disrcgards 605 620 635 550 655 4,508 2,595
Generally Conform Assels to Food Stamps on Limit 70 . 75 80 80 85 655 240
Set Auta Exclusions w $4500 Equity Value 340 - 355 365 180 90 2,785 1,785
Double Temitories” Caps/Adjust for Inflation 130 135 140 145 140 1,060 10
Alt Others 255 55 210 . 280 290 2,265 1,375
SUBTOTAL IGA 1400 1,450 1,450 1,535 1,570 11,660 7,885
GRAND TOTAL 8080 7815 7,730  §205 8,185 | S8.460) 54,720

Note 1: Parcntheses denote savings.

Note 2: 5 Year and 10 Year Federal estimates represent 90% of all expenditures except the following: benefits are

a1 current match mies; child support is matched at rates specified in the 7
hypotheticsl plan; and comprehensive demonetration grants are matched at 100%.
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TABLE 3 ~ PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
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1
1

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
(By fiscal year, in millions of dollars)

Zood

S Year S Year 10 Year 10 Year
: Tatal  Federsl Total  Federal
PARENTAL RESPUNSIBILITY
Minor Mothers ) (85) (30) (210) {BS)
No Additional Benefits for Additional Children (660) 220) (2,150) (810)
Child Support Enforcement -
Paternity Bstablishment (Net) {535) {90} (2,080) (400)
Enforcement (Net) ‘, (405) (160} (4,700) (1.555%)
Computer Costa . ' 465 420 1,085 975
TOTAL, PARENTAL RESPONSIBILITY vo(1,220) 80) (8,055} {1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK .
JOBS- , 305 275 1,225 1,105
Additional JOBS Spending 2,580 2,320 7,140 6,425
Additonal Chilil Care for JOBS ¢t 1,808 1,625 4,900 4,410
WORK Program L T80 70| 10450| 9,135
Additiona! Child Care for WORK ! 365 330 4,585 4,125
Savings from Child Care and Other Expansion ‘ (90) (50 (1,275 (700)
Transitional Child Care 560 505 2,580 2,320
Enhanced Teen Case Management 210 190 595 538
Savings - Cascload Reduetion (520) (285) (5,090) (2,300}
ADP E’ederal and State Systems/Admin Efficiency : &80 665 B82S 900
SUBTOTAL, JOBS/'WORK i 6,685 6,285 25,635 15,458
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 5,465 6,205 17,580 | 23,580
WORKING POOR CHILD CARE {Capped at $2b
in net spending), 5,000 4,500 16,270 14,645
REMOVE TWO PARENT (UP) RESTRICTIONS 2210 1,160 8,260 4,355
Comprehensive Demonsteation Grants | 200 200 350 50
Non-Custodial Parent JOBS/WORK B 1] 335 1,858 1,670
Access Grante and Parenting Demonstrations 135 120 285 258
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microeaterprise Demonstretions , 300 270 700 630
SUBTOTAL DEMONSTRATIONS 1,558 1,420 4,690 | - 4,255
_ R | s
IMPROVING GOVERNMENT ASSISTANCE (IGA)
State Flexibility on Barned Income and . :
and Child Su}:pun Disrepards 1,720 945 4,895 2,695
Generally Conform Assets to Food Stamps 265 100 658 240
Ser Auto Exclusions to $4500 Equity Value ! 955 955 2,785 2,785
Double Termtorics' Caps/Adjust for Inflation 370 275 . 1,660 790
All Others | 905 555 2,265 1,375
SUBTOTAL 1GA 4,215 2,830 11,660 7,885
GRAND TOTAL 18,445 16,115 58,460 54,720
QPTION 1 - No Child Care, 2 Parent, Demos or IGA 5,465 6,208 17,580 23,580
OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos
and 50% IGA 10,850 10,580 33,890 36,973
OPTION 3 - $0% Child Care, 50% Demos, and 50% IGA 13,060 11,740 42,150 41,328
OFTION 4 - 50% Demas and 50% IGA 15,560 13,990 50,285 48,650
QPTION 5 - TOTAL PLAN 18,445 16,115 58,460 54,70

“Nole 17 Parentheses deqole savings, i
Note 2: Five Year and Ten Year Federal estimates represent 90

of the Working Group Co-Chairs.

% of all expenditures except for
the following: benefits are at current malch rates; child support is matched at rates - :
specilied in the hypothetical plan; and comprehensive demonstration grants arc matched at 100%.

Source: HHS/ASPE staff estiivates. These estimates have been shered with staff within HHS and OMB bur

ofﬁciau\z reviewed by OMB. The policies do not represent & consensus recommendation



. 03/22/94

APPENDIX: ENDNOTES TO TABLES 1 and 3

) 005

12:07 202 #80 6562 DHHS /ASPE/HSP

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 applymg to two parent
families are not in the JOBS/WORK program. -

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

Child Suppori Enforeement Estimates

1.

The ¢psts for the noncustodial pafent JOBS/WORK provisions are 10 percent of the JOBS and
WORK program costs. '
|

Caseload Numbers and JOBS and WORK Estimates _

The caseload numbers and the JOBS and WORK ¢ost estimates are based on the following policies,
assumptions and sources of data:

1.

Adult recipients (including teen custod:al 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 unplement 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.

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

Parents who 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 3Q percent of the phased-in caseload is deferred.

The caseload numbers include non-welfare and welfare treatment effects as a result of the new
rules. ‘

Cost per JOBS participant figures are taken from the FY 1993 JOBS data (adjusted for
inflation using the projected CPJ). .

The cost estimate assumes that all non-deferred phased-in recipients are engaged in activities.
We assumne 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.

The cost of developing and maintaining 8 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 165,000 WORK slots would be
required in 1998 and 1999, respectively.
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8. The JOBS and WORK cost estimates do not conslder the potential impact of child support on
the size of the caseload. .
9. " The WORK cost estimates assume that the EI’I‘C is not payable to recipients in the WORK
‘ program.

Teen Casé Management and JOBS-Prep Cost Estimates -

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 70 percent in FY 1996 to 80 percent in FY 1997, 90 percent in FYs
1998 and 1999 and to 100 percent in FY 2004.

The cﬁ')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 of providing 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 doilars. _

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 1o suppose that States will not serve a
significantly higher percentage of persons in the JOBS-Prep program. We do pot know what
services States will provide during the JOBS-Prep program (candidates include parenting skills
classes, life skills trammg and substance abuse tteaunent) 50 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 fauly intensive level of case management would be reqmred
for a small percentage of persons in this program

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 .75,
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Child Care Estimates ' i

1.

These estimates reflect the child care costs assocéiated with the phase-in assumptions described
above under JOBS and WORK. . ‘

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

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

We assume that approximately 40 percent of all AFDC families participating in JOBS and
WORK will use paid child care. .

We assume that Transitiona! Child Care eligibles ‘who are phased into JOBS will have a

' phasad in utilization rate which will peak at 37% in FY 2000.

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-AFDC 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.

" There will be an additional cost for the Child Care Feeding Program. We believe this

additional cost to be between $3-3 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.

It ié assumed that States would reduce the monthly 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 mode! employed by the Urban Institute, These estimates are
corroborated by estimates from the Food Stamp Quallty Control data and tabulations from the
Survey of Program Participation (SIPP).

The cast 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
Fam:ly 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 heen 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 is assumed that

the policy will be changed in the AFDC program via repulation. This regulatory policy will
have a federal cost of $315 million over 5 years and $1.2 billion over 10 years,

R R
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THE INTEGRATED TAX—TRANSFER CONCEPT BT '
Vision: o o . ' .

' Welfare reform ‘is difficult to achieve., On the one hand, we want

to *end welfare as we know it," particularly continuing dependency

on public assistance.. On.the other, we want children to be free
from economic want, to have access to a .sense of economic security.
Finally, we want our public resources to be spent wisely,
. specifically, that our limited resocurces be targeted on those for
‘whom the benefits were intended. It is very difficult to minimize
~.welfare dependency and child poverty while targetlng scarce publlc
resources carefully all at the same time.

Real wage opportunltles for young heads of households have dropped

substantially ‘over the past two decades. One: 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 heads’ earnings
capacxtles were low due to poor education and other human capital
traits, Such market failures must be addressed .

Publi¢ assistance transfers mugt also be -clearly deflned Are they
truly. entitlements that are provided to those who ‘meet the
categorical and income criteria? Or are they best thought of as
temporary assistance to help a ‘disadvantaged family over  hard
times, that is, a form of publlc loan that ought to be repald if
_possible. :

In order to address these questions, we can, first, alter the tax

rules so that the revenue system can be used to recapture some or
all public benefits received by NON-poor families.' Second, we can
alter the rules governing how earnings affect the level of benefits
provided so that AFDC - beneflts can: assxst low~income working
famllles escape poverty. : :

By making these changes, dissatisfaction-with the current system
could be muted. The proportion of families who derive all of their
economic support from welfare would drop ‘substantially. “The
ability of low-income working families ‘with children to escape
poverty would be enhanced. . Public beneflts would be better
targeted on the truly dlsadvantaged

Basic Concept:

'The Integrated Tawaransfer {ITT) proposal is de51gned to achieve
four .objectives: 1) reduce poverty among children in worklng
- families who otherwise would be eligible for AFDC benefits; 2) -
enhance the. economic rationality of work over.exclusive.dependence
"on. welfare; 3) more efficiently takrget benefits on the poor and
near-poor; and 4) minimize the degree to which fraudulent and
inappropriate expenditures are made in the current system, The ITT
proposal attempts to achleve these objectlves through two major
1n1t1at1ves

\NQ EhMl%
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Sa. A rgcapture component that uses the tax system to recoup a
' ‘portion of benefits that have been paid to recipients who turn
out not to be poor when income is considered over the entire.
year, or who abuse the system by reporting differently to the
transfer system as compared to the tax system. : '

b, As supplement. or flllwthe-g p component that uses the transfer.

'system to ensure that AFDC recipients who work or receive

child support can have ‘incomes that -exceed the poverty

guideline or some spec1f1ed fractlon thereof before beneflts
v are phased out. . s '
These two components are deSLgned to work ln tandemt Above a
threshold, the tax system will be used to improve the. target
.efficiency of income support programs; the revenue system will be
used to recapture.those public benefits going to the non-poor.
Below an established threshold earnings w111 not reduce transfer
: payments :

Proposals: .

1

The basic proposals are outliaed‘below; Specific parametErs have

“been added to the proposals for purposes of clarity. However, at o

this point the conceptual framework is more important; the actual
- parameters can be established at a later time.

A, Recapture Component.

Because benefit eligibility is. determined on.a monthly basis, 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 made to.
families with annual income that: exceeds a threshold

Partial recapture would begln when.

Income (AGI and perhaps EITC) + Beneflts (AFDC Food Stamps,
SSI GA and/or housmng) ‘exceeds a certain threshold

-Above the 1ncome threshold benefits would be recaptured. A
‘recapture rate of 15 to 33 percent may be reasonable. Further, at"
some point, for example when total income exceeds 200 percent of
the poverty guideline, benefits could be recaptured fully; that is,
the benefits paid to families above a threshold could be considered
an interim loan, which government would reclaim in whole or in part
‘at’ the end of the year, This implies that . the maximum amount

recaptured may or may not be limited. w - '

The recapture scheme should greatly reduce fraud and abuse. Under

the current system, individuals: and families can beneflt from”.

claiming -a different family status under the tax and transfer
systems. A, father (or grandparent, boyfrlend) with earnings can
- ¢claim head of household status and use his children to receive the

"EITC; a mother c¢an claim the same children without . using the
. earnings that formed the basis for EITC receipt and receive welfare -




Y

‘benefits. Coordinating the two systems would require the unit to
report to the tax system as they did to the trdnsfer system. As a
~deterrent to abuse; families which receive a bonus from working
under the tax system should know that the tax and transfer systems
can communicate Wlth each other. ;

; ‘ .
It is also env131cned that one could not clalm the EITC or chlld'
exemptions for any child for which the taxpayer owes child support.
The recapture system mlght alsc apply to past due child support,
-Flnally, all refunds would automatlcally be matched agalnst child
support arrearaqes and garnlshed ' _ : :

B. | Supplement Component

Sdhe states have chosen to. set their AFDC benefits very low.
‘Politically, we cannot do anything to raise the need standard .or
benefit level in particular states. However, if individuals 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 cf reduc1ng benefits as under current law.

Need and Pavment Standards
States would . continue to establlsh need standards and payment
standards as under current law

Earnings Disreqards-

. f
A fill-the-gap policy would be mandated with the minimum earnlngs
'dlsregard policy as follows: o _

o A flat $100 per ‘month dlsregard applled agalnst ‘earnings orI‘
. child support recelved :

‘ci' A Chlld care dlsregard !

o - Plus a mlnlmum dlsregard of 20 percent of Chlld support and

remalnlng earnings.

In addition, the earnings disregard provisions would not be
applicable until the combination ¢of AFDC, Food Stamps, earnings,

and child support exceeded 75 percent of the poverty guideline for
a_family of three. That is, AFDC benefits could not be reduced

until total income from those sources, reaches that propcrtlon of
the pcverty threshcld

In effect, the Federal Government would establish a new breakéeven
point. For recipients with earnings, states must ensure that AFDC
benefits 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—beneflt states must’
disregard a hlgher percentage of earnlngs and child support than
. 20 percent RS . :


http:would.automatically.be

Issues for Discussion

R

General Epgroech :

Q-

recapture rates) would -not be altered

- There are . two fundamentally dlfferent approaches to the
-‘lntegrated tax-transfer concept: 5 -

Count means—tested benefits as taxable  income, 1i.e.
include in AGI. Other - parameters . (threshold and

¥ 1

Use a separate worksheet on the tax form to calculate the

amount of public beneflts to be’ recovered during the . .
annual reconciliation. Rules that were different from -
tax prov1510n5 would be developed to apply to public

beneflts

How mlqht the recapture comnouent work?

. There are alternatlve ways of dolng thlS but we start with the

following considerations. There are four generic issues that
can be discussed lndependent of the speclflc OpthnS presented
below ‘ : _ :

fa.

The Threshold. A threshold Wlll be“establlehed and

families with incomes above: that threshold would have -

public assxstance benefits recaptured There are two

“potentlal thresholds

’

The first is the incone level at whlch a famlly is liable

- for a positive tax liability, i.e. the tax threshold.

This would place the threshold a little -above the poverty

4threshold at present.. The virtue of this approach is

that it appears more fully 1ntegrated with the tax code
and a dollar- of earnings is treated ldentlcally to a
dollar of public assistance: ' The disadvantage is that it

. is not  directly tied to the poverty- line and is not

uniform across family- Slzee Also, .several public
assistance programs have eligibilityllevels above the tax
thresholds which wduld'add to the marginal tax rate.

The second standard or ‘threshold ‘would be set .at a
percentage of the poverty line (e. g. 125 to6 140 percent

of the poverty threshold} The primary disadvantage of
. this threshold is that it requlres a separate worksheet

to administer. However, it does make sense that the

,threshold set for the recapﬁure proposal. be set above the
. income levels at whlch beneflts normally phase - out

N

. The Defxnxtlon of Income to 'be" applled. agalnst the

threshold: The income that would be applied to the

" threshold would be AGI plus some combination of the
‘following public assistance benefits: EITC, _AFDC, Food

Stamps, General Assxstance,_SSI and hou51ng


http:beme,f,;i.ts

c. The Recapture Rate. The two primary issues here are

- implications . for marglnal tax rates. and whether the
. taxpayer has' the income to repay the amount ldentlflEd
for recapture. In most cases, © the _amount recaptured
~would not exceed the amount.. of the Earned Income Tax
" Credit and thus repayment for families receiving the EITC
is probably not a problem. In addition, where earnings
~are part- year, income tax withholding ‘is usually larger
than is required at the 'end of the year. This is because
--withholding tables assume those part year earnings are
_ earned steadlly throughout the year- . :

d. Maximum Amount Recaptured. _'The maximum amount recaptured

would be the recapture rate:times the amount of income
_ above the threshold subject to the constraint that it not
exceed the amount of public assistance benefits. This

could include AFDC, SSI food stamps, GA, and/or housing

but probably - not ~"the EITC. It mlght also be a
substantially smaller list of benefits and include only

AFDC and/or food stamps, and it might only be a fraction’

(a different percentage than the recapture rate--say 50

percent}) of .the amount of those public. a551stance:

beneflts recelved

"Adminlstratlze Issues . .; " { R

Under the Integrated Tax-Transfer concept, at the end of each

year the welfare office would complete.a 1099-type form for
each person who had received benefits at any point during the

year. Information provided on the form would' include the
recipient’s Social Security number,. the amount of total.
benefits received during the vyear, perhaps the number of -
months in which benefits were received, and total annual
- earnings. - This information would .be reported to the IRS

electronlcally and would be distributed to each rec1p1ent w;th
lnstructlons about how to. file thelr tax return :

"+

.



: DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN"PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1983

Other Adult Tax Meother & Chlldren Other Adult * Combined Aeduction in Comblned Disposable Income

L In ﬁIiﬁg' ’ Filing . [N S : Bansfits Benafita  25% 6[&!! Back -25% Claw Back 25% Claw Back  25% Claw Back
i unitferr | . Status ~AFDC + ' g . ' ] Taxed Taxed  olAGI+EMMGC+  of AGI+  of AGI+EITC+ - of AGI+
n In- [Other - 'Food  Housling - _ Disposable Disposable & ENC & ENCrnot Tolal BenoRis - Totsl Sensfits  Total BeneBts«  Total Benefits -
9 | AFDC Kind|Adult Mother| Stamps ' Subsidy Earnings - EITC ~ Income  Income - Reduced Roduced - TexTheahld - TaxThrehld  1.25+PovThranid 1.25PovThranic |
1 - - S dnf) 8,420 0 5000 286 4,403 13823 . O 0 o . 0 0 0
& - - HR dnt| 9,420 0 5000 2000 - 6118 15838 = .. 0 0 195 0 -0 o
3 - . J° dnt| 9,420 0. 5000 2000 6118 15538 0 0 205 0 .0 0
4 X § dnf| 9,180 0 5,000 288 4,403 13,583 0 0 0 0 0, s
K] X- HH. ont-[-- 9,480 - . .0 5000 2,000 6,118.. .15298 . 0 _ 0 1685~ 0 O ‘ 0

6 .-. X V- 9,180 0 5,000 - 2,000, 6,118 15,298 0 0 145 0 0 -0
70X X 4 J| 7608 0 8000 2000 6,118 13,726 0 0 0 0 0 0 -
8 .+ . 'S dnf| 9420 . 0 10,000 0 7643 17,063 0 0 0. 0 0 0

9 - - HH dnf] 8,420 0 10,000 3,272 - 11,507 20,927 1,747 567 1,570 945 1,269 481
1 . . J dnf| 8,420 0 10,000 . 3,272 11,507 1,753 . 573 1,778 . 955 . . 1,077 258
it X S dnf] -7,980 ¢ 10,000 -0 7643 15,623 0 0 o -0 0 0
iz - X HH dnt] 7,980- 0 10,000 3,272 11,507 19,487 1,400 428 1330 708 1,029 2N
3. X J 7,980 0 10,000 3,272 11,507 19487 1,334 357 1,413 . 595 A YA .0
WX x4 4| 2940 0 10,000 3272 11,507 @@ 270 o 1 o o' o

s - § dnt| 8,420 0 15000 .0 11,454 20,874 Y ¢ .. o 0 .. 0 - Q

6 - - HH dnfl 8,420 0. 15000 2,362 14,783 24,203 2,265 942 1,570 - 1,570 ] 2,292 1,701
1w Jiodnff - 9,420, 0 15,000 -2,862 .15,158 24,578 2,646 1,323 2,355 2,205 . ;2,100 - 1,509 -
18 - X $. dnf 6,924 0 15,000 0 11,454 18378 .. O 0 .0 0 0. 0
9 - X HH' dnf| 6,924 0 15000 2,362 14,783 21,707 1,665 692, 1,154 1,154 1,876 1,285
20 - X J J 6,024 0 15,000 .2,382 15,158 -22,082 1,921 849 1,731 1,581 1476 - 885
21 X X J o4 {1,740 0 15000 2362 15,158 16,898 415 171 435 285 180 0

Notes: If ths other adult claims the chlldran for tax purposses, the mothar's taxable income Is set equal to 143 ot her benefits (when banefts ars taxad) However when the other agult does

not claim them, all tax ralated to benefits Is withheld from the mother's benefits. When the other adult files jolntly with the mother, his/her tax liability equals thelr combined tax minus .

" the amount withheld from the miother's banefits-the incrament In tha othar aduit's tax liabllity from the children's shars of benefits is subtracted from the EITC. When the tax thres.
hold is the basis of the benefit olaw back. the maximum benefit reduction Is 25% of total benefits; whatt 125% of the povarty threshold is used, 100% of benefils can be clawed back.



DISPOSABLE INCOME A MOTHER WITH TWO CHILDREN IN NEW YORK JULY 1993

Curront Law o Reduction !n Dlaposab[e lncoma ‘

L | Number - _‘ o A S " Benefits Banefs ESSCquBwk | 25% ClawBack  25% Claw Back  25% Claw Back
[ ‘of S ' " : Taxed Taxed of AGI + EITE + of AGI4+ . OfAGI+EITG+ © of AGH+
n | Months Annyal - Food  Heusing Disposable  a€fmc & EITE not TowsiBenefits  TotalBenofile  TotalBenefits- - Total Benofite-
@ | Worked [ 'Earnlngs  AFDC . Subsidy Income °~  Roedused = Reduced + TaxThrehid « TaxThrshid 125*PovThrenld  3128*PovThrahid’
1 o 0 6924 2496 0 . 9,420 0 0 o .0 0. 0
2 s | 5000 3462 2238 0 11,818 0 0 50 0 0 .0
3 | 5,000 2,884 2,504 0 - 11,506 0 0 0 0. 0 .0
4 10 5000 3,124 2,436 0 - 11,678 0 0 15 0 0 0
5 12 5,000 3,360 2,364 011,842 0 -0 56 .0 0 0
8 1zwobnts |~ 5000 - o - = 86,118 - e L e e - -
7 - 6 -| 10,000 3,462 1,248 0 {8217 1,180 382 - ~°1,478 - -~ 5583 - 877 - - 59
8 & --| 10,000 2,308 1,352 0 15167 802 174 - .915 290 614 - 0

10 - [ 10,000 1,184 1,666 0- 14327 499 . 48 705 80 . 404 0
10 12 [-10,000 -1 0 1,980 0 13,487 - 274 0 495 o 184, 0
11 12wobnma | 10,000 . = - 11,507 - Cow e - e -
12 6 115,000 3,462 1,248 0 19,493 - 1,699 707 1,178 1178 1,809 1,309
13 8 15,000 - 2,308 832 0 17,923 1,132 471 785 785 - 1,507 918
14 10 15,000 1,154, 416 0 16,353 566 236 - 393 393 1,114 524
15 12 15,000 0 780 0 15563 - 281 117 195 195 . 780 - . 326
16 1zwoanne | 15000 - .- .- - 14,783 - = e RN e T .
7° .6 | 20000 3462 1248 < O 22308 1,699 707 1478 1,178 2886 ' 2,559 __
18 8 20,000 - 2,308 832 .0 20,738 1,132 471 785 . 785 2493 2186 | T .
19 10 [ 20000 1,184 416 - O 19,168 - 566 . 236 393 383 . - 1570 . 1,570
20 12 20,000 - O 0 0 17,598 0 "0 0 _ 0 ‘ 0 .0
21 tzwobnme | 20,000 = - - 17,598 . - - S - - -

Notas: EITC fully implementod to the 1996 lovels. Werk expense equals 10% of earnings up to a cap of $88 par month. No child c4re expenses are assumed, The AFDC benefit
assumes a $120 Income disregard. When no housing subsidy is avaliable, the food stamp benefil calculation assumes a $103.50 excess shelter cost deduction, 50% of
" the maximum. The housing subsldy benefit calculation assumes a 45th percentile FMR of $819 per month for New York. Whan the tax threghold is'the basis of the benefit
claw back, tha maximum benefit raductlon equals 25‘36 of total benefits; when 125% percent of the povany thrashold is used 100% of banefits can bd clawed back, ’

H
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 DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993 .-

Othar Adult " Tax | Mother & Children ) Other Adult . - Comblned Reducticn In Comblined Disposable Income _

L in filing Fillng . _ . " Benefits  Baonelits, 25% ClawBack  25% ClawBack  25% Claw Back 'zsx Claw Back
[ unitfor Status [ AFDC + - : T o . Taxed Taxed of AGI+EMNC+  of AGI+ ofAGIH+EITC+  of AGI+

n " In-{Othet Food ~ Housing - ’ Disposable Disposable &ETC  &EMCnet Toisl Bensfits  Tolal Benofita  Tolal Benefits-  Tolsl Benafite -

e | AFDC Kind Adult Mother| - Stamps  Subsidy - Eamings  EITC  [ncome Incoma Reduzed  Fodiiosd -Tui‘rht'-nld," -Ta‘_xThnhlld 1,25'PovThranld 1.25*PovThisnid
1 - s " dnf| 9,048 7894 - 5000 . 286° 4,403 21,345 ~ 666 666 1,111: 1,111 617 617
2 - _HH dnit] -9,048 7,894 ~ 5000 2,000 6118 23,060 - 569 569 . 1,448 . 949 955 = 455

3 . - 4 dnf| 9,048 7,894 5,000 "2,000 6,118 23,060 . 951 951 . 2,086 1,586 - 1,390 880

4 - X s dnf| 8,808 6394 5000 286 4,403 19,605 405 405 - 676 - 676 S o182 . 182

5 X ~-KH dnf| 8,808 6,394. 5000 2,000 6118 21,320 - 395 395 1,189 - 659 . 665 . 165

6 - X 4 J| 8808 6394 5000 2000 67118 0 21320 690 690 1651 - 1,451 95577 455
7oX X J 4 7286 7,088 - 5000 2000 6118 20,422 © 556 556 1,426 - 926 730 280

8 - . - 8§ dnt| 9,048 " 7,894 10,000 0 7643 24,585 666 666 1,111 1,111 617 - 617 - |-
S - . HH dnf| 9,048 7,894 10,000 3,272 11,507 28,449 3,555 1,319 2,824  .2,199 2523 1,705 |
10+ .+ J  dnf| 9,048 7,894 10,000 3,272 11,507 28,449 3,937 1,701 . 3,653  .2836 . 2958 = 2,140
"o X s odnt| 7,608 4,894 10,000 0 7643 20145 0 0 1 Co 0L 0

12 - X HH dnf| 7,608 4,884 10,000 3,272 11,507 24,009 -2,488 . 875 . 2,084 1459 1,783 °© 965 |
B X Ty 7608 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 .9 J] 2568 6972 10,000 3272 - 11,507 21,047 1,787 . 591, 1803 985 1,107 289

i .. - 5 dnf{ 9,048 .7,894 15,000:- 0. 11,454. 28396 ~ 666 - 666 = 1,111 = 1,111 - 817 817
18 - . KM dnt] 9,048 7,894 15000 2,362 14,783 31,725 4,056 1,694 2,824 . 2,824 3545 . - 2,955
7. .- U dnf| 9,048 - 7,894 15000 2,362 15,158 32,100 4,813 2,451 4,236 = 4,086 3,980 . 3,390
18 ¢ X .8 o dnt] 6,924 - 3,394 15000 0 11,454 29772 0 .0 .0 0 S0 0

19 X HM ‘dnt| 6,824 3,394 15000 2,362 14,783 25,101 2,481 1,082 1,720 1,720 © 2,441 1,851
20 - X J J| 6824 3394 15000 2,362 15,158 25476 2,907 1,458 | 2,580 2,430 2,324 . 1,734

21 X X J oy 1,368 5472 15000 2,362 - 15,158 - 21,998 1,896 936 1,710 1,560 = 1,455 | 864

Notas: 1 the other adulf claims the children for tax purposes, !h'a. mothar's taxabla Income is set equal 1o 1/3 of her banefits (when benefits are taxed). However, whaen the other adult does
not claim them, alf tax refatad to benefits Is withhald from the mother's benafits. When the other adult fites jointly with the mother, his/har tax liability equals thelr combinad tax minus
‘the amount withhaid from tha mother's benafils—~the incrament in the other adult's tax Habliity from the children’s share of benefits is sublracted from the EITC. When the tax thras-
hald Is the basis of tha benafit claw back, the maximum benefit reduction Is 25% of total banefits: when 125% of the poverty threshoid is used, 100% of benafits can ba clawed back.



DISPOSABLE INCOME A MOTHEF{ WITH TWO CHILDREN IN NEW YORK JULY 1993

. 21 12wiobnia

Currant Law Raductlon ln_gj,_gposabla lnccme
"L | Number " Benafits - Bensfite 25% Claw Back 25X Claw Back ~ 25% Claw Back’ 25% Cluw Back
1] o : Taxed Taxed of AGI + EITC + of AGl+ OfAGI+EITC+ . of AGi+
n |_Menths |[. Annual Food = Houslng Disposable ' &ENC &ETCnot - TotaiBonefits  TotlBensfite  Tolsi Banesits - Totsl Benofits -
e"| Worked | Earnings AFDC Subsidy Income Reduced  Ruduced « TaxThrahle « TaxThrahld 1.25PovThrahld  1.25°PovThrshid
1.0 0 6824 ' 2124 7,894 16942 666 666 1,111 1,111 617 617
2 8 5,000 . ‘3,_;4,62 1,866 7,433 18,879 1,009 789 1,815 _ 1,315 1,322 822
a .8 5,000 2,884 2,132 7,606 - 18,740 959 - 768 - 1,781 9,281 1,287 787
4 10 . 5,000 3,124 2,064 7,534 18,840 995 783 . 1,806 1,306 1,312 812
5 12 5000 3,360 1,992 7,464 18,934 1,029 797 1,829 1,329 1,335 - 835
6 1% wic bats 5,000 - e - 6,118 —_ - - - - -
6 110000 3462 1,062 5933 21,964 3,253 1,194 2614 1,989 2,313 . 1,496 -
.8 10,000 2,308 980 - 6279 21,074 2932 1,060 - . 2,392 1,767 - 2,081 © 1,278 oo
9 10 10,000 1,154 1,294 6,626 20,581 2,754 - 986 2,268 1,643 1,968 . 1,150
10 12 10,000 0 1,608 6972 20,087 2578 912 " 2,145 1,520 1,844 11,026
11 12w bnne | 10,000 - - - 11,507 - - - - .
12 8 15,000 - 3,462 1,082 - 4433 23,740 3,230 1,344 2,239 . 2,239 2,961 2,371
13 8 /15,000 2308 708 4,779 22,579 2,811 71,169 1,949 - 1,949 2,671 2,080
14 10 15,000 1,154 354 5126 21,417 2,392 995 .- 1,658 1,658 2,380 1,790
15 12 15,000 0 408 5472 20,663 2,120 882 1,470 1,470 2,192 - 1,601
16 ‘izwebons | 15000 - % —- - 14,783 - - - - -
17 6 | 20,000 -3.462' 1,062 3,947 26069 2,579 1,271 2,118 2,118 | 3,826 3,499
18 20,000.- 2,308 708 3,279 23,893 2,253 944 1,574 1,574 . 3,282 2,955
19 10 20,000 1,154 354 . 3,626 22,731 1,851 770 1,283 1,283 2,992 . 2,665
20 12 20,000 -0 S0 3972 21,570 - 1,432 596 993 993 2,701 2374
20,000 - - - 17,598 - - - - - -

" Notés: EITC fully lmplamented to the 1996 fevels. Work expense equais 10% of earnings up to a cap of $88 per month No child care expenses are assumed, The AFDC benafit *
© assumes & $120 Income d!srega:d Whan no housing subsidy is aveliable, the food stamp benefit calculation assumas a $103.50 excess shelter cost dediction, 50% of
the maximum. The housing subsidy baneiit calculation assumes a 45th percentlle FMR of $819 per month for New York, When tha tax thrashold is the basis of the benefit
claw back, the maximum benefit rpdu:_:tlo'n equals 25% of total banefits; when 125% parcent of the poverty threshold Is used, 100% of benefits can bs clawed back.

- NY_CLWBK

“19-Jan-94 .



- 01/21/94

" | osozem

States + -

‘Annaal Earniﬁgs '
from 0 Hours
Work per Week

: Cal_ifo\rnia '

50SSSIDI

($4,25/Hour) -
0
o

' DISPOSABLE INCOME, FAMILY OF ONE PE ,§9N'. JULY 1983

EITC X
| : Chld Supp - -
BT s e
: _'_COL A 5SS o X
- |FoodSta =~ X
Housing S .
1893 . 1993 . Taxable Federal " Anrual Annual. - Annual _ .
Paoverty Tax - Income’ Income Housing  SS| Food - Disposable
_Threshold  Threshold - [Single] CTax Subsidy  Jan-93°  Stamps . Income
' Bnfts taxd - [off] Single-LI- ' FY'94
6,616 6950 43 74 " 0 7440 - 0 7.367
6816 6950 7,054 1,058 6,564,  7.440 T 012,946
~ 21-dan-94
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. 50SSSIDI

| 01/21/94 _DISPOSA;BLE iNC_O_M‘E, FAMILY OF 'IWOPEHSO].NS, JULY 199_3_

09:0? -PM . !_\ . h} e ..-1_..-__‘--. - .
Annual Earnings 1983 1993 Taxable

from 0 Hours Poverty - Tax lncome .
_ Work per Week Threshold  Threshold - [Jpt Filr]
States ($4.25/Hour) ; Bnfts taxd
California 0 9,192 . .12,300 1’,380 '
: 0 9,192 12,300 . - -7._644

E1TC X
. .[Chld Supp -
. Col-A.- .|SSI-~ . X
e . |Food Sta X
|Housing §° -
'F_édera_l " Annual  Annual Annual .
Income Housing SSI| - . Food Disposable
Tax - Subsidy Jul-93 Stamps’  Ihcome
[Off]' ~-2-Persons-  FY'94
207 0 ‘13680 - . 0. 13473
1,147 " 6,264 13,680 C o ‘18,797
21-Jan-94



' ' TABLE 8, REVISED
NUMBER OF F-’AMIUES necavme TRANSFER PAYMENTS AND AVERAGE BENEFIT BY POVEHTY LEVEL-

Al dolla.r amounts are in 1994 dollars

Incorma for percem-ol-poverty is cash after ledaral income lax and FICA tax plus the cashvalue of Food Slanps and housmg subsldy
Families with negalive net income are not shown separately but ars inciuded in tha totals- ) :

"Noetas:

“a, Transler program scmu!al:ons use 1991 program sules. The EITC calculation uses 1896 rules
b. TRIM2 estimates may differ lrom aclual program data.
<. SSI benaetils to children’ under age 15, and benelits to lhe institutionalized, are nol capmred

[ [BA FER TOFP RTY (R O K EASURE)[Y TOTAL [ 150%+ povedy |
_ b <50%  50.94%  95:105% _ 106-148% _ 150-199% \ 200%. + . All_- iAmounts % of total |
No. of families, unrel. indiv. (thou.) 3,132 7.900 2,787 13223 - 13,518 63,986 104,687 || 77.504  74.0% 1
No. ol children under 18 {thou.). 1.194 1316 2,743 11,765 10,300 . 43,561 - 86,827 | 43,881 65.5%
Numbsr of tamilies reciving AFDC (1hou.) 228 - 1,069 538 1,649 565 496 5,449 % ,‘561 19.5%
Percent of tanilies raceiving AFDC T.3% 24 9% 19.3% 125% - ° 4.2% 0.8%  5,2% 1.4% -
Average annual_'benefﬂ; $.2'?07 © 84,842 7 $3,800 - . $3,641 $3.263 - $2,616 $3.919 2980 - -
Total annug benefit {nill} - ‘$618  $9,532  $2,044 $6.005 $1.842  $1.298 $21355 %  $3,140 - 14.7%
Numiber of amllies receiving SSI {thou) ¢ 20 1,207 378 1,208 683 700 4,183 1383 - 33.0%
Percant of families receiving S5| ) c.0.6% 16 4% 9.9% 8.1% 51% ° 11% j 40% |- 18% L
Average annual benefit - $3.152 - 5N $4336 . 34015 $4.738 34019 $4,058 $4.526 -
Total arnual benelit (mill.) $62 - -$4,580  $1,195 34,843 83236 $3.071 $16.976 bo$6258 368% |
Number of families recewmg'FBad Stamps '(lhou.). Sl fess 3,654-“ . 1,223 4,247 1,356 . B57 12,252 2,013 16.4% ]
Percent of farilies receiving Food Stamges 33.6% - 46.2% - 439% 32.1% 10.0% - 10% | - 11.7% . 2.6% -]
Average annual benefit $1,764 32313+ §2.020 -$1,409 - $§t3 $440 $1.654 S 7:1¢ T I
Total annual benefit {mill.) -~ $1.857 $8,451 82,470 35,965 $1.103 $289 $20,314 w1382 6.8%
Nurrber of familias recew:ng housing subsidy (thou.} 3 © 359 - 336 1,820 1,221 - 387 - 4,238 1,618 L 38.2%

| Percent of familias receiving housmg subsidy C01% - - 4.5% 12.4% 14.5% TE.0% 0.6%° 4.0% 2.1% T

_hworage annual benafit - . $384 . $5.448 $5.192 $4,138  $3919. $2.6 $4.127 $3.603 - .

' Total annual benefil (mil.) 8 51,968 0 $1.748 $7.848 34,767  $1,044 $17.492 bl 85831 33.53%
Number of families receiving EfTC {thou.) 885 3,210 1313 ‘_SI.251 3.423 11,513?l 17,599 6855 39 5%
Pareent of familios recsiving EITC 27.6% -  406% a7.1% 38.7% .. 253% - 55% 16.8% 9.0% -

“Average annual EITC $338 $315.. $1.274. §1,486 $1.020 2681 31,057 $B48 - R
Total annual EITC (mill.} $202 $2,937 $1.673 $7.803 $3491  $2,408. 519,602 % $5£96  31.7%

- | Total ranster benalits: AFDC, S61,FS,housing (mill) | .$2,539 $24,520  §7.456  §24,778  $10968 (($5.662\! . 876,138 | $16.620 21.8%
| Total transfor benafits plus EITC (mill) $2831 $27457 $9,128 332,580  $14459 | $8,057 $04.740 | $22516  23.8% |
‘Source: The Urban Institute’s TRIM2 Model ‘ N 71%
Deflnltans: - 45@ g .f 4‘7@5 é
“Family" is defined 1o include rsiated sublamilies as pari of the prlmafy family, A family may include mora than one tax unit. A 1‘4,7
Children are delined as persons undar age 18 who are nol the head or spause of a primary family or an unrelaled subfemily, 2097 P’"
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o " TABLE 1 L '
- AGGREGATE EFFECTS OF TAXING TRANSFER PAYMENTS:
EITC CALCULATED USING NEW AGI DEFINITION - -

_All doilar amounts arein 1994 dollars

Baseline

Alternative [A2:
Tax SSI, AFDC

Alternative I82; -

Tax SSI, AFDC,

"] FS, housing subs.

e T

Number of children under 18 {mill.)

Federal income tax liability
Total tax liability {3bill.)
Change from baseline ($bill.)
Percent change from baseline

Adjusted Gross Income
Total AGI {$bill.)
Change from baseline ($bill. )
Percent change fram baseline

Federal income tax returns

# of non-$0 tax returns (thou.) 2 .

* Change from baseline (thou.) o
# of returns with positive tax (thou.) ®
Change from baseline {thou.)

Poverly Counts, using after-lax income
pius Food Stamps and housing sutJS|d|es
Families {mill.)
Percent of families
Children {mill.} .
Percent of children

Poverty Gap, using after-tax income

Size of gap ($bill.)
Percent change from baseline

Number of families & unrelated indiv. {mill.)

Pplus Food Stamps and housing subsidies |

1047

66.9

$438.5

$3,673.3

99,762

. 85,088

12.4
11.8%
9.7
14.4%

42.6

104:7
66.9

$439.4
$09 -
 0.2%

$3.7117
$38.3
1.0%

100,642

‘85,980
892 -

- 12.4
11.8%
. 9.7
145%‘

426
0.1%

8eg.

104.7 =
66.9.°

$441.6

0.7%

. $3,749.4
$76.1
C21%

101,483
1,721
87,403
2315

125
12.0%
104
15.0%

429
0.7%

Source: Thc lU_rban Institute’s TRIM?2 Model

Definitions:

“Family” is defined 1o'includs n-.laxcd subfamilies as part of the primary fam.lly

A family may include more than one tax unit.

“Income for the poverty calculation is cash income, plus the value of Food SLarnps and housmg subsidy, -

after federal payroll and income lax.

The poverty gap is the amount of money necessary to bring all families and uru'clalcd individuals upto the poverty lhrcshold

where poverty is based on afier-tax cash.income pius the cash value of Food Stamps and housmg subsidies.
Children are defined as pcmms un.dcr age 18 whao are not rhc head or spousc ofa primary fam.lly of an unrelated subl’amﬂy

Noles:

a These bas.;lir;c estimates differ sl.jghtly-from those in the 10/14 mema due Lo slight technical difl'cr::nc::s; in panicular, .
_these fipares ase the weight of the family head, while tables in the 10/14 mema use the weight of the head of the 1ax unit,



1

TABLE 4

TAXING THANSFEH F’AYMENTS EFFECTS ON TAX LIABILITY BY F’EHCENT QF POVEHTY
POVERTY BASED ON AFTEFI -TAX CASH INCOME PLUS THE CASH VALUE OF FOOD STAMPS-AND HOUSING SUBSIDIES

ok
v

EITC CALCULATED USING NEW AGI DEFINITION
" Altdoliar amounts are in 1994 dollars

Tax fiability as % of total family income

i BASELINE PERCENT OF POVERTY (REDEFINED POVERTY MEASUHE) “TOTAL -
e L . < 50% 50-94%  95.105%  106-149%  150-109%  200% + | All
Nao. of tamilies, unrel: indiv. (lhou:) 3,132 7,900 2,787 ' 13,223 13,518 , 63,986 104,667
Ne. of chitdren under 18 (thou.)’ 1,194 7.316 2,743 11,785 10,300_ 33,561 66,927
I Baseline . . - o I. - ) . .
Number of returns Wit positive tax (thou.) 73 466 547 4,428 8816 70755 | . 85088
Total tax fiability (mill) = (5289) ($2,800) ($1,480)  ($3,751) $9,504 $437.311 | ° $438,495
Averags tax liability per family {$92) ($354). ' ($531) - {3284} $703 $6.834 $4.189
Tax Ilablllty as %. of total famﬂy income. © -5.8% -5.3% - -56%  -21% 34% 125% 10.9%
Alternative [A2: Tax ssu and AFDC o | |
. Number af returns with positive tax {thow.} || - - 87 587 504 . 4,673 9,042 ' 70,922 85,980 .
Percent change from'bassline . 18.7%  259%  BE% 55% . 26% 0.2% | 1.0%
Total tax liabitity (mill.} ($294} (32.786)  ($1.458) {($3.529) - $9,728 $437.691 -] $439,354
© " Changa lrom baseline (mill,) (35) - 314 $22 o og222 - $224 $380-. - $859 -
. -Percent changs from basaline 1.7% 0.5% 1.5% 5.9% 24% = 01% - 0.2%
Average tax {iability per family (394) {$353) ($523) ($267) - $720 ~ $6,840 $4 198"
Change from baseline {$2) $2 38 $17 17 %6 " $9
Parcent change from basseline 1.7% 0.5% 1.5% . 59% . 24% ° 01% 02w
Tax liability as % of total family Income -59% -53%  -55%  -20% . 35% 125% | - 10.8%
Alternative [B2: Tax $61, AFDC, Food Stamps,
and housirig subs]dses : _ R . . - _
Number cl returns with positive tax (thou 3 8o 725 L7087 5,406 9,390 71,083 87.403
Percent change from baseline 23.3% 555%  288% @  22.1% 6.5% 0.5% 2.7%
Total tax Habiiity (mitl) . ($294)  ($2635) ($1,273) T ($2,356)  $10,311 $437,840 | $441596
. Change from bassling (milt) ©(85) . §165 $207 - (31,395) $807 $3,101
Percant change from bassline -1.7% 58% = 140% = 31.2% 85%  0.1% 0.7%
Average tax liability per family, {(394)  {3334) (3457) - ($178) $763°  $6,843 $4,219
Change from bassline - : ($2) $21 374 “$105 360 $8 $30 .
Percent change from baseline’ 7% . 0 58% T14.0% 37.2% - - 8.5% 0.1% 0.7%
-5.8% -5.0% -4B% . - -1.3%- 3.7% 125% 10.9%

Source: The Urban Institute's TRIM2 Moda

Definitions:

A lamily may include morethan cne tax unit.

* “Family” [s defined 1o include related sublamllles as part of ths primary family

Children are delined as persons under age 18 who are no the hoad or spouse oI a pr|mary larmly or an unrelated subtamny

Incorme for percent-ol-peverty is-cash atter faderal income tax and FICA tax plus the cash value of Foad Stamps and housing subsidy.

Families with negauve net income are not shown separately but are included In the totals.

“Total lamily income" includes all cash income reported on the CPS, but with simulated AFDC and $S!In piaee ol the
) repcned amuunts and with TRIM2- |mputed capltal gains income,




’ . TABLEZ -
TAXING THANSFER PAYMENTS: EFFECTS ON TAX LIABILITY BY FAMILY TYPE FOR ALL FAMIUES
' EITC CALCULATED USING NEW AGl DEFINITION

" All dollar amounts are in 1994 dol]a.:s

""" T ] FAMILIESW!TH CH!LDREN i JFARILES 7

R WORRERS NO WORKERS WITH NO TOTAL
2 Parents, 2 Workers | 2 Parents, 1 Worker | 1 Pareni, T Worker j CHILDREN .
PTorPY FTandFY, | PTorPY FTandFY:| PTorPY FTandFY | 2 Parents 1 Parent | - . . All Families |- -
Number of families, unralated indiv. (milk.) - 10.724 7.048 1,505, 5,400 2950 | 4228 750 . 2,932 69,122 © 104,667
Number of childran under 18 (mill} " ' 20619 12,138 3,102 11,192 5152 6901 |- 1,522 6302 |- 0 66,927
Basaline . ’ S o } . . _ T N E T - | S

Number of returns with positive tax (thou} " 10,656 8,231 728: 4,889 . 762 3235 | 225 441 55.921 85,088 | -

Total tax Hability-(mill) .- $56,190 $57,308 |  $B20  $25,013 | ($2,050)  $6.386 $30t - $859 | 208579 | $438.495 '

Average tax liatility par farmly : : $5,240 $8,133° | $545 $4632 |- ($693) $1510 | B2 $293 $4.247 $4.189

Tax liability as % of total family i income : | 10.1% 122% | 20% 94% 41% A% | 2.5% 24% | 119% 10.8%

Altarnative 1A2: Tax SSIand AFOC ) R _ .

Numbar of retuins with posmvetax (thou) |- 10.716 * 8273 To7B1 . 4944 802 3281 | 255 - ses | . s63%0 |° 85980 7
Percent changa from baseline Sl 0e% 0.5% B2% V1% | 53% 0 14% [ T 13.4%  28.6% | 0.8% 1.0%

Total tax liability (mil) | 986317 $57,356 | $913 825,116 | (§1,957)  $6.441 %410 $895 | $293.86 $439,354
Change from basefine {mill.) $127 848 $93 . %103 | %93 85 | $19 - $3s | - .. %859
Percent change lrom baseline : 0.2% 0.1% N.3% 0.4% 48% .  09% -4.9% 42% | OT% | - 0.2%.

Average tax liability par tamily | s$s2s2 © $sa40 | 8607  s4.651°|  ($881) . §1.524 $546  $305 84,251 $4,198

~ Change from bassline, : . 12 $7 $62 $19 $32 $14 25 $iz | . ' 39

"Parcent changa from basaline ’ 0.2% 0.1% 11.9% Gd4% [, 4.6% 0.9% 49% = 42% 0.1% 02% || -

Tax liabi!ity as % of total family income 10.1% 122% | " 22% . G4% -3.5%. 48% [ 26% 25% 11.9% 10.9%

Ahernative 1B2: Tax SSI, AFDC, Food Samps, | ' '
and housmg subsidies . ) . .

. Number of returns with positive tax {thou. ) 10,777 . 82/5 [ . 188 4,984 925G 3314 | 292 1032 | - 57.02 - 87,403
Percent changa from basaline 1.1% |, 0.5% . 7.8% 1.9% 20.8% 2.5% 30.2% 133.8% g.o% : 27%

Total tax liabifity (mill} -} $8EER2  $57,372 $1,152  %257396 3104} - $5,704 P28 s1.0M $294 i $441 596
Change from baseline (mill.j (3492 $54 $383 | (384> %318 $37 - 212 $716 $3.101
Pescent change from basaline '. 0.9% O,I%_l 40.5% 1.5%. 26.6% 5.0% 9.5%  24.7% . Yo 0.7%

Average tax liability per tamily | ss288  $8i42 | - $765 - $4,703.| -($508)  $1.586 $570 3385 $4,258 "$4,218 -
Change from baselina - . $46 " §9 $220 - $71 | 3185 $76 $49 $72 | . . # $30
Parcent change from basaeline . i 0.5% B 1% -404% . - 1.5% 26.7% 5.0% 9.5% 24.6% 0.2% : 0.7%

Tax liability as % of total lamily income 10.2% . 122% 28% - 85% -3.0% ' 4.9% 2.8% 3.0% 11.9% 108% |

Source: The Urban Inslitute’s TREM2 Model..

" Definitions:

“Family” includes related subfamilies a3 pant of the primary famity. NOTE: A fammily may victude more than one tax unit. )

_ Childsen are defined a3 pessans under age 18 wha are not the hiead of spouse of a prunary family or an unrelated sublamily. o ) X o : . - o S
“PT or PY™ maans aither the head or spowse af the dread family works pat-ime ar parteyear. ' : ’ ) ’
"FT and FY™ meany any head or spouse worker works full-time and full-yea:.

“NO WORKERS” means neither the head ut spouse of the broad family has camings; molhu family membes may have eamungs.

) "‘Toul famity income” includes ail <ash income rcporlul on lhc CPS, byl widh simulaied AF‘D(‘.\nd S50 40 place af the rc:porl:d

anrounis ui wilh TRIM‘ unpul:d chnaI gains mcome -
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‘TABLE 6

TAXING TRANSFEH PAYMENTS: WINNEHS AND LOSERS 8Y PERCENT OF POVERTY,
POVERTY BASED ON AFTER-TAX CASH INCOME PLUS THE CASH VALUE OF. FOOD STAMPS AND HOUS|NG SUBSIDIES -

| E!TC CALCULATED USING THE NEW AGI DEFINITION
All dollar amounts are in 1994 doilars. famsly counts arein thousands

3

BASELINE PERCENT OF POVEF{i Y (REDEFINED POVERTY MEASURE) TOTAL
<50% : _ 50-94%  95-105% - 106- 149% 150-199%  200% + _ -_All
Number of families, unrelated indiv. (thou.) - 3,132 ° 7,900 2,787 13,223 13518 63,986 | 104,667
Alternative 1A2: Tax SStand AFDC o ' :
Lost $500 +, T 0 14 10 143 136, 282 586 |.
- Lost $250-489 - 0 14 17" 181, . 185 329 726 |,
Lost $50-248 | . ) o 13- 83 - B3 280 - 216 213 868
Little or no change : - : ] 03,104 7,769 2,697 - 12 603 12,975 - 63 145 ; - - 102,411
~ Gained $50 +. TS 15 20 0 -7 .6 17 76
Peércent of families lost $250+ 00%  03% 1.0% . 24% 24% - 1.0% 1.3%
Percent of families lost 850 + -~ 0.4% " 14% - ~ -32% ~ - 4.6%~ - 4.0% ) 1.3%. - 24% || .
i;werage Loss 8500 + - $621 - $679 ©  $861 $946. 843 I ' ¢862 |
Anematlve 182 Tax SSE AFDC Food Stamp§ e
o .+ and housing subsidies- S : ‘ - : -
 Lost$500+ ;- 0 103 176 1,047 578" 375 2,281
© |ost $250-499 3. 85 91 914 S 321 404‘ ) 1.817
Lost $50—249' _ ) a5 - . 339 167. 937 : 578 - 484 - 2,519
Lillle or no change 3 099 i 7 352 2,354 - 10314, 12,035 62,708 - 97,977
Gained $50 + - 15 21 - o . 12 6 . 17 72
Percent of families lost $250+ 01% - 24% . - 96%  148% - 66%. 12% 3.9%
Percent of families lost $50 + 0.86%° 6.7% 16.5% 21.9% 10.9% 2.0% | - 6.3%
Average LOS_§ $500 + - . - $907 $849 - $874 $1.,067 $861 $920

Source: The Urban Institute's TRIM2 Model .5

Definitions:

Farnuy" is defined to include related subfam:lles as part of the pnmary fam:ly

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 famlly or an unrefated subtamily.

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

Famities with negatwe nel income are. not shown separately but are included in the totals.
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THE URBAN INSTITUTE
'MEMORANDUM
TO ) Bi.lll Prdsscr

Keith Watsor and Iohn Sabelhaus }é}

SbB.{ECT : Taxmg AFDC SS[ and Food Scamps wnhout za.xmg houcmg subexdzce

DATE; ™ - ‘-‘January 19, 1994

As you requestcd we havc nmulatcd thc proposaI to tax AFDC SSI -and the- cash value )

" of PFood Stamps, wnhout taxing housing sub&d:es We have simulated this proposal with two
different specifications for the EITC. Under the first ‘;pcmficatmn the ttansfcr payments being

‘taxed are not consldered part of AGI for the EITC calculation. Under the xccond AFDC, SSI,

and the cash value of Food Stampt: are conmdercd part of AGI for the EITC t,dlt.,ulanon, we will

,focus pnmarﬂy on this ‘ipeC!flCat.an in this memo.

. We find that when wansfers are considered part of AGI for the EITC calculation, total.
federal tax liability inireases by 0 4% above the baseline to $440 5 blilmn This is $1.1 billion

less than total federal tax liability when hcusmg WbSldlC:a are taxed in addition to AFDC SS1,
and Food S[amps (alternative IB2). Howe.ver, the burdcn on farmhcs in poverty is also mitigated.
When the EITC is- calcnlated based on thc old AGl conccpt ‘total fcderal tax habﬂxty increases
by 0.2% above the baseline 1o $4'%9 4 bilhon '

We refer to the simulation in whu,h AFDC SSI and Food Stamps are taxed as -

Altemame C. Altcmnative C1 refcr:, to the slmulanon in which AGI used for the. EITC does not

- include tran‘;fcr payments. Alternative C2 refcrs to the simutation in wluch AGI used for the ‘

EITC calculation does 1m,lude n'ansfcr pdymcnts Recall that i alternative A, AFDC and S31

“are the only transfer payments whxclr are taxed, and m alwrnauvc B AFD(‘ 881, Food Stammps,

and housing subsidies are taxed; these ' two altematwc:. will be sed for comparison. . -

Simulation with EITC based on new AGI concept -

The results fromi:simulations 1A2, IB2, and 1C2, in which-the EITC is calculated using

the AGI measure which includes transfer income, are shown in Ta_'bie A below. As expected, the
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changes for alternative C are greater than the. change«. in alt. A but less than those in al: B.
- Total tax I:ab:hty mcreascc by 04% above the ba.sclmc compared to a 0.2% increase for
alt A and a 0. 7% increase for a't: B. _

The cffects on families at less than 105%. of povcny are. clov.er to those in alt. B, however
Under alternative. C, averagc tax habxhty for those families- mcmascs by 6.3% and the ‘pﬂ-r(.cnt
of p0veny families losing $250 or more is 2.7%. )

Additional detailed mformanon on aJtcrnauvc C2 ¢an be found in Tables 1 2 4 .5, and 6

'at; t-hc end of this memo.! Y 2 ad Q.‘FPC’ :
gy (6 F"{’ o
_{:m("""cai [ T 2

96'1: o Wﬁ'?
- Table A | N _
. (.ompansm of Proposals to Tax Transfe Payrnems o ' '
- with EITC Calculated Baséd on AGI which Inclydes Transfer Incpme

| Baseline | AlL I Al 182 | Al '[C.2.

Total Federal Tax Liability (bill.) $438.5 | $4394 | $4416 | 34405

Chzmgc from baseline o - $0.9 _ $3 1 $2.0

% change from baseline 02% | 01% | 04%
Families in Poverty (mill) 124 | 124 125 | 125
Povcrty Gap. (blu} $426 | 8426 | $429 | s$428
Ave tax lisbility, families <105% poverty (8331) T(3328) | (5304) | (3310)

% change from baseline -l 09% 82% 6.3%
% of all families losing $250+ 13% 3.9% 2.7%
% families <105% poverty 1o-.mg $250+ 04% | 33% | 27%

Notc All pcvcrty measures are bdscd on cash income plus the cash value of Food Stamps :

and housing subsidies after federal tax and FlCﬁ.

Slmulatmn with BITC ba<ed on oid AGI r:,onc_pt

Under altcrnauve C with EITC calculated using T.hE: old ACJI conc,cpt whlch docs nol

include transfer income, the total federal income L&X‘llablht}’ increases by 0.2% above the

* Table 3, which in previous memos has shown information for families receiving transfer
payments, 15 not included in this memo but can be provided ai your request.
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 baseline to 34394 billiqﬁ. The m;fnber of families in povlcny-ddcs not change by a significant N
amount and the povexty gap increascs By only 0.1%. The average tax refund for féh}il'ics at less
than 105% of poverty is $328, 2 0.9% increase in tax liability from Lhé bascl‘linc. Of aii famiiics.

 1.3% lose $250 or more, and 0.3% of families at less than 105% of poverty lose $250 or more.

Additienal deail on this simulation is ‘provided in jthe tables at the end of this memo.

A nowon the value of housing subsidies in TRIM2

"The sinulation- of ‘altémati% C involves the removal of the cash value of housing
subsidies from the list of items considered d.s mxable income. -Obvio.usly,- the change in any
family’s tax liability from alternative B to aliernative C depends lalgg‘cly upon the size of the
housing sub51dy wluch that family rccewcq However, -' the cash value of the housing subsidy -~ - "
recewcd by a famuly cannot be detcrmined wnh certainty bccausc for farmltes in pubhc housmg
it is an in-Kind benefit. . 7 _ _

" Therefore TRIM rx‘:li._c‘%;"onj an im'putation' protcdufc in order tb'ldetcrmiric the cash value
of the hou;;ing _s_ui.wsid'),u _The cash valve ‘c‘sf the subsidy 18 equal o the fair market rent for an
apartment of the chuircd size in the same state, minus the rent paid by the family. We bélicve
that TRIM probably ovcrcsumatcs the value of the housmg subsidy by ovcresumaunu the value

. of the apartmcnt, assummg thaL public housmg units are of lower quallty than a smula: aparntment

in the same state.
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TABLE 1-
_ AGGH EGATE EFFECTS OF TAXING
- AFDC S81, AND FOQD STAMPS

f

Al dollar amounts are in 1994 dollars,

P. 05

- Baseline: Altérnauve IC1: | . Alternalive IC2:
: : EITC BASED EITC BASED
| ON'GLD AGL | ON-NEW AGI
'.(;umber of families & unrelated indiv. (milly | 104.7 | 104.7 104.7
| Number of children under 18 {mill.} . 86, 9' .. 869 669
Federal income tax fiability R o =
Total tax liability ($bill) ' .- .| 34385 $439.4 3440 5.
Change from baseline ($bill.)" " B |
Percent change from basehne o ' o 0.2% V4% -
AdeSl&d Gross Inoome : b . L ) - -
Tota! AG! ($bill.) 1 $3,6733 | $3.731.9 $3.731.9
Change from baseline ($bill.) - -] .. . $588 . $38.6
. Percent change from baselme D , 1.6% T 16%
Federal income tax retums | S A . :
# of non-§0 tax returns (thow.y* - . 199,762 | - 100,868 - 100,758
Change from baseline {thou.) . J 1,106 . l . 596
# of returns with positive tax {thou.)* - | 85,088 86,215_3 86,307
Change from baseline (thou.) : _ 1,128 1,220
vaeny Counts, using after-tax income
plus Food Stamps and housing subsidies S ' o .
Families {mill.} ‘ : I IR V- 124 . L 128
Percent ot famiies - =~ | S 118% | 118% | 8%
_Children {mitl.y - S 8.7 ) - 3.7 : 99
" Percent of children : i 14.4% 14.5% 14 8%
Poverty Gap. using after-tax income
plus Food Starnps and housing subsidies .. o :
Size of gap ($bil!.) . | - 426 - 426 428
Percent change from baseline . o E o 01% 0.5%

Source: The Urbin Insdtute’s TRIM2 Model

Definitions: .
“Family” is defined to mdudc relozed subfamilies &s part of the primary famﬂy
‘A family may includc inore than one tax unit,

lacome for the poverty calculation is cashi income, plus the value of Food Stamps and housm« snbmdy

aftcr federal payroll and income tax.

The poverty gap is the amount of money necessary o Im.ng al) fanum:s and unrcimed indjviduils op to ih~. poveny thresheld,
where poverty is based on after-iax cash income plus the cash value of Food Stamps and housing mbszdxcs '
Children are defined as pc:sons undcr :,g\. 1§ whe m not tbc head or spouse ofa pnm'\ru !'amljy or an unrelated subfs u-mly

Notes:

3, These baeline cslimates d.kffcr slighdy fmm these in the 10/14 meme dog to :.hght mhnm\l dll{cfuﬂ(‘ts in p:mlcular

these Boures wie the weight of the fumily cud, whilc tables 1 th\, 10414 wiswo use the weight of the héad of the tax unir.
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TABLE 4
TAXiNG AFDC, $S1, AND FOOD STAMPS

b EFFECTS ON TAX LIABILITY BY PERCENT OF POVERTY

All dollar amounts are in 1994 dollars

REGEFINED

oA

T,-___c 60% 50-94% _ 96-105% < 106-149% 150-185% _ 200% + l
No. of families, unrel, Indiv. {thou ) 2,132 7.900 2,787 13,223 13,518 63,986 | 104667 | .
' No. of chfldren under 18 (thou ) 184 7.316 2,742 11,765 10,300 33,561 66,927
Baseﬁtne ' ) , ' .o “ .
Nurmber of returns with posuiva lax {thou,) | " 73 466 547 4420 8,816 70,755 85,088
Total tax llabllity {mill.) (3289) (52,800} ' ($1.480) ($3,761) © 39,504 $407,31) $438,485.
Avarage tax liability par farily ($92)  (8354) ($5313 - ($284) $703 . $6,834 $4,188
. Tax !labitlty as % of total family Income -5.8% 5.3% 5.6% T2 1% 3.4% 12.5% 10.9%
Alteunative iC1: EITC CALCULATED
USING OLD AGH QEFINITION . ‘ . L
Number of returns with pasitive tax (thou.) 90 875 €18 4,769 9066 70,992 § . 86,219
Percont change frorn basgeline . 233% 0 44T7% 12.0% 7.7% 2.8% 0.3% - 1.2% _
Total tax liability {mii.) ($284) . (32,772)...{51.460) -~ (33,471} $9,730 3437,699 | $439,407 |
- Change from bassline (mill.) - B R $20 $250 $229 $388 | - $942
Parcent changs Irom baseline 1.7% 1.0% ~  1.4%° 7.5% £.4% 0.1% 0.2%
veragelaxllabfmy per lamily (594) - (4381 - ($524) $262) $720 36,80 " $4,198
Change from basefine (32) . 34 37 . $21 $17 - $6 B
Percent change lrom basetine A% 1.0% 1.4% 7.5% 2.4% 0.1% 0.2%
Tax Habllity as % of total farnlly incoms . -8.8% 6.2%  -5.6% 1.9% - AS%  125% 10.9%
Alternative IC2: EITC CALCULATED
USING NEW AGI DEFINITION r ‘ .
Number of returns with positive tax {thou.} .80 8868 623 4,812 9,084 70,998 86,307
Parcent change from baseline 23.3%  472%  108% 8.7% . 3.2% 0.9% T 14%
Total tax fiabllity (miiL.) ($204)  ($2,660)  ($1,323) . (32,889) $9,887 $437,740 ;| $440,469
. Change lrom basellne {mill} o {35} $140 4157 $862 $383 - $420 $1,0688
- Percont change fiom bageling 1.7% 6.0% 11.6% 23.0% 4.0% - 01% 0.4%
Avarage tax llabilily per famity ($94)  ($337)  (4475) . - (3218} 4731 98,80 ' $4 208
Changé from baseling {32} §18 356. $65 $28 87 $19
Pearcent change lrom baseline 1.7% $5.0% 7 106% 23.0% 4.0% 0% | 0.4%"
Tax Habllity as % of total family income ! -5.8% 5.0% -5.0% -1.6% 16% | 12.5% ] 109% |

Sourcs: The Urban Institte’s TRIM2 Model

Dofinitons:

“Farily" is deflned to include related sublamilles as pan of the primacy family.

Afamily may Includs move than cne tax unit.

Children are delined as persons under age-1§ wito are' not Ihe hoad o1 spouse of a primary Iami!y of an unrelated sublamily,
Incame lor pescant-of-povery Is cash alter faderal Income tax and FICA tax plus the cash value of Food Stamps and housing svbsldy
Familles wilh negam'e nallnoome are not shown separately but are included in the tlals,
“Total family Income® includes all cash income reported on the CPS, but with simulated AFDC and $Slin place of the

reporied amounts and with TRIM2- lmpu!ad caplial gafns Ineoma,
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TABLE 2 .
TAXING AFDG, 881, AND FCOD STAMPS

EFFECTS ON TAX LIABILITY BY FAP.'!.ILY TYPE FOR ALL FAMFUES

il

Al doIIar__amounls are In 1994 do laig

T~ FAMILTES |

l.

] —. FALTUES WITH CHILDIREN : e . ]
- WORKENS - | NO WORKERS WITH NO TOTAL

2 Parents, 2 Workois | Z Parenis, | Workei T Parent, { Wotker ; . CHILDREN T

! . PYTor PY FlandFY { PTorPY-FTand FY || PTor PY FT and FY |2 Parorts 1 Pare ni_ Alt Fomilies

Nuaiber. of tamifes, unredatad Indiv. {rmitl.} 10,724 7,046 - 1,506 sa00 | 2,959 4,228 750 2932 69,122 [ 104,687

Nurribat of children under 18 {mill.) 20619 . 12,139 3,402 11492 | 5182 6901 | 1522 8302 0 66,927
Bassline . S ) . - o

" Mumber of relwins with positive tax (thou.) 1085 . 82M | . 728 - 4489 762 8,235 225 441 55621 85 088

Total kax liabliity (mill.} $56,190 457,308 $620 325,013 | ($2.050) 96388 4991 s8s0 | . 5208570 | $438495

Average tax lightiity per tamity $5,240  $8,133 3545  §4.G32 (5693} 315101 - 3521 - $293 84247 || 54,168
| Tax liability as % of total famlly incoma - 01% 12.2% 2.0% 94% | A 0 4T7% 25% - 24% 11.9% - 109%
Aiternative 1G1: EITC CALCULATED USING “ .
OLD AGIQEFINITICON . o . SR -

_ Numbsr-of retusns with: positive tax {thou Pl o731 8,974 _ 754 ‘4.9514 803 3 234. . 260 - " sas Y56670 | #8213
Percen! change {rom basstina . 0. 7% -0.5% | 3 B% 13% .. . 54% ! 15% 16.6% ",32.6% i 1. 2% 1.3%
Tatal tax ablfity (mi.} ©oo~.0| esemsr- $s7asy - $8%0 - 25, s | @reso.  sede1 | sdos - "—mm 3_29 439,497
Changa trom baseline (mil) | Ao 8187 '$49 - 370 4102 70 $75 §17 ' - 542 §242) - 3042
- Percend changs from basuling _ 0% 1% | 8.5% 0.4% | 1.4% 1.2% 49% 48% Q1% | a.2% .

: “Avarage tax ablity per famlly 85,255 - 88,140 | 591 44,651 ($559) 91528 $544 . - 3307 o §e252 34.103
Changs trom baseling ' B L §7 $d5 319 24 g$fa |° . §23 - 914 §5 | 59
. Percand change from baseline 6.3% 0.1% [~ 8.5% = 04% 3.4% 1.2% 4.4% 4.9% - 0.0% 0.2%
Tax |iablii1yas%ottotal family incofﬁe 10./1% 12,2% 2.2"{{ 9.4% | -39% 48% | 0 283% ' 25% 11.9% S i09%
| Atacnalive 1G2: EITG CALOVLATED USING ‘
' NEW AG‘I DEFRINITION _ . S ‘ ) _ .

Number of mlums wilh positive tax {thou. ) 10,782 ‘8278 767 4,965 1 81 3,285 S 260 585 56,588 g6 307
Pefcenl change fromi basefine, Lo 0.5% 53% . .. 16% 64% - 1.5% 18.0% - 926% 1.2% 1.4%

+ Yotal tax liability {mill) N 56513 57971 |- 1,097 25,320 {1.803) ~ $6,570 $414 34903 $293.919 440,463
Changs kom daseline (mill) . 3423 $63 42771 8307 | a4y $184 §23 $44 | Gaggd| - s1988
Parcery change lrom baseting - 0.8% 0% 92.8% 2% 120%  29% -59%  5.1% 0. 1% 4%

. Average tax Hability per family - $5,279 48442 | 8§72 - 34,660 {$609;  $1.5%4 552 $aes " 34,259 84,208 |
Changs Wom baseline 1538 . 81 38’ 457 384 $44 - R 3 | 5 E3k)
Pearcent change rom baselng _ 0 % 0.1% 3{].?'_& o 2% 12.4% . 25% 58% - 51% ) 0.1% 0.5%

b Tax liabllity. as % of total family incom 10.2% 122% | - 2.7% 95% , - 6% 4.8% 7% -25% | 1% | 109u

Qe bl ATM HR-AT-HHCT
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‘Suurw: ’l‘h.e. Uiy fasuileste’s TRIM2 Model

Dcﬁml fons:

“Fasgily” inchodes roued sotfamilics s past of the prirgery fmdty,’ NOTE. A Taaily may iociuds nusm: tin o fay unit,
© Cbildeen 20v deiled 23 persons wndel 280 |3 whi wit-0ut he Iead o ypuuse vl 3 privary family o s voiekised wb-mmly
P e Y Turane ¢idhes the head or goousy of tha bigad lunily worky part hmm Preb-vout,

“FT .nnIF*c wuay any besd oe spoast werknd ks fathrime wad Tl -y :
NG nVORI( CR$" meacs acitiver the bead ar sputis of W wmra:mly hae pariings; anolict f;mLI.) taeratmr iy have camicg.
“Trst lmul:( income” includes 4l cack imceme fepurivd an e COPS, but Nlh sunulated AFDC a0 §5) in pheus b 1 reported

sttt e wich TRIMZ-mpuied ﬂrJ..!l gmins e,
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" TABLE 6

- TAXING AFDC 88!, AND FOOD STAMPS

?W!NN ERS AND LOSERS BY PERCENT OF POVERTY

Al dollar amounis are in 1994 dollars family counts arein thousands

~~TOTAL |

$855

BAS EUNE FERCENT OF POVERTY (REOEFINED POVERTY MEAS MEAS“U"‘R‘E“)
§ <50% . 50-94% - 95-105% 106-148% 150-199% ~200%+ | Al
Number.of families, unrelated indlv, {thau.) 3,132 7,800 2,787 13,223 13.518 . 63,986 104,667
Alternallve 1G1: EITC CALGULATED USING
, OLD AGI DEFINITION . ' .
Lost$500 + . | 0 16 4 68 132 265 487
Lost $250-498 3 11 12 278 204 350 858
- . Lost$50-249 .13 . 158 108 . 959 . 502 404 ! 2,145 |
" Little or no change 9101 7694 - 2663 11,901 - 12,673 62,950 ¢ 101,101
- Gained $50 + o 15 2t 0, S A 6. 17, 76
. .Percent of tamilies ios1 8250+ . 01% 0:3%  0.6% 26% . . 25%  1.0% 1.9%
" Percent of families lost $50 + 0.5% 2.3% 45% 8.9% 6.2%  1.6% 3.3%
Average Loss ssoo + - -§749 $574 $778 $700 - $797. $764
Alternative iC2: EmC CALCULATED USING
. NEW AG! DEFINITION _ . s
Lost $500 + ‘ 0. i 145 645 " 245 294 1,412
Lost $250-499 3 79 60 666 252 359 “1,418
Lost $50-249 15 204 136 764 510 395 2,114
Litlle or no change 3,000 7,428 2,447 -11 132 12504 62,920 99 646
Gained $50 + - - 15 -2t 0 7. . 6 17 76
Percent of families lost $250+ - 01% . 20% - 7.3% , 9.9% 3.7% 1.0% 27%
Percent of families lost $50 + 0.6% 5.7% 122% . 15.7% - 7.5% 1.6% _4.?%
Average Loss $500 + E -~ $951 $792 $792 $931 3838 |

C)ec bl (I DR-RI-NEP
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. Source: The Urban Institule’s TRIM2 Mode)

Definitions:

"F'amuy“ is delined to Include related subfamilies as part of the primary lamily,
A family may include more than ane tax unil.

Children are defined as persons undet age 18 who are not the head or spouse of a primary 1amrly or an unrelated subiamlly
Income for percent-of- poverty is cash after federal income tax and FICA tax plus Food Stamps and housing subsidy.
Families with negative netincome are not shown separately but are included in the totals:

L

AT/ UNITISNT BEAN

60 'd



=
o

DISPOSABLE INCOME A MOTHER WITH TWO CHlLDREN IN NEW YORK JULY 1993 -

_Qurrant Law Heductlon In Dlsposabla Incomae
L Nuh&bér | ' Benafits Benefits 25?_@ ClawBack  _25% ClawBagk V5% Claw Backﬁ 15% Claw Back
[ of : , ‘ Taxed Taved GLAGI4EfICH © o AGI+ = OlAGI+ETC+ of AGI+
n | Meonths Annual - Food r—iouslr}g Disposable  a@nre & EITC not Total Benutita . Total Esnefits Tolal Bonofits - Total Benafits -
@ | Worked | Eamings . AFDC Subsldy  Income Reduced Reduced +TaxThrahld - «TaxTheshld 1.26°PovThrshid = 1.25¢PovThishid
1. 0 0- 6924 2496 0 . 9,420 0 o 0 0 0 0
2 & 5000 3,462 . 2238 . 0, 11,818 0 0 .50 0 0. 0
a8 ' 5000 - 2,884 25504 @ 0O 11,506 O 0 0 S0 -0 0.
4 10 5000 8,124 2436 0 11,678 -0 .0 15 0 0 0 -
5 12 5,000. 3,360 2,364 0 11,842 0 0 . 56 0 0 0
8 tzwiobnte | 5,000 - - a8 - - - S -
- 7 8 10,000 - - 3,462 1,248 0 16,217 1,180 3382 1,178 - 553 526 .. .. .35
8 8 10,000 . 2,308 1,352 0 . 15,167 802 174 915 290 . . 369 "0
9, 10 10,000 - 1,154 1,666 -0 . 14,327 499 ‘48 7 705 . 80 243 0
1 . 12 10,000 i -~ 0 1,980 -0 13,487 274 0 - 495 0. 17 0
11 f2wiobate | 10,000 © -~ . - 11,507 - - - - -
12 8 | 15000 3,462 1,248 0 19,493 1,699 707 - 1,178 1,178 1,140 785
13 8 15,000 = 2,308 832 0- 17923 1,132 471 785 785 .. 904 550
4 10 15000 1,154 . 416 0 16353 . 566 236 . 393 393 669 . 314
15 12 15,000 0 780 0 15563 281 117 195 195 - 550 - 196
16 12wiobntts | 15,000 - - ~ 14,783 - - - - -
7 e 20,000 3,462 1,248 0. 22308 1,699 - 707 1,178 . 1,178 1,732 £ 1,585
18 8 | 20,000 2308 832 0 20,738 1,132 471 785 . 785 © 1,496 1,300
19 10 | 20,000 -~ 1,154 416 0 . 19,168 666 236 . 393 393 - 1,261 1,084
20 12 20,0000 0 0 0- 17,598 0 o0 : 0 0 0.
21 12w bane |+ 20,000 - - 17,598 - - “ - -

Noles ENG lul!y [mpIamented {0 the 1986 lavels, Work expense equals 10% of aarnlngs up 1o & cap of $88 per month No chlld care axpenses are assumed The AFDC benefit
assumes a $120 Income disregard. - When no housing subsidy Is avallable, the food stamp benefit calculatién assumes a $103.50 sxcess shelter cost deduction, 50% of
.the maximum, The housing subsldy benefit calculation assumaes a 45th peraenule FMR of $819 par month for New York. When the tax thresheld [s the basis of the benefit
claw back, the maximum bénafit reduction squals 25% Df lotal benafits; whan 125% percent of the povorty threshold Is usad, 100% of beneilts can be clawad back.

- NY_CLWBK
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993
- . ) ) v Co - A ) ) ) o

| ctreradun| - Tax: Mother & Children’ Other Adult Cemblned Reduction In Combined Disposable lncoma
L | Infiling Fiing. -| ¢ ' ‘ Banofits  Denefita  25% Claw Back . 25% Claw Back  15% Claw Back , 15% Claw Back
T unit for: ‘Status © | AFDC + ) ) _ Taxed Taxed  ofAGI+EITC+  of AGI+  of AGI+EITC + of AGI+
n In-|Other . | Food Housing Disposable Disposable &EITC & EITC not Tols) Benefits - Total Bonsfils  Total Benefita«  Total Bénefita-
@ | AFDC Kind|Aduit Mother| Stamps  Subsidy - Earnlngs . EITC Income Income Reduced  Reduced . - TaxThrahid -TaxThrahld  1.25*PovThrshid 1.25¢PovThrshid
1 - - 8 dnf’ 9,420 =0 5,000 - 286 4,403 13,823 0 0 0 0 0 0
2 - HH dnf| 9420 0 5000 2,000 6118 15,538 o. .. 0 195 0 0 0
.3 - e J dnt| . 9420 0 5,000. 2,000 , 6,118 15,538 0 - 0 205 0 -0 . '-‘_0
4 X s dnf| 9,180 0 - 50000 286 4,403 13,583 0. 0 0 -0 - 0 0
5 - . X _HH__dnt 9,180 . .0 . 5000 2,000 ‘6.118_ 15,298 0 0 - 155 -0 0 0
. 6 . X J J 9,180 -0 5,000 2.000 6,118 15,298 "0 Y 145 - 0 "0 . 0
70X % J4t 7,608 0 -.5000 2000 67118 13,726 0 0 0 0. 0. -0
-8 - -8 dni 9,420 0 10,000 0 7,643 17,063 0. "0 -0 0. o - .0
9 - - HH dni| 9,420 0 10,000 3,272 11;507 20,927 1,747 = 567 1,570 i 945 762 271
10 - J  dnf| 9,420 0 10,000 3,272 11,507 20927 ~ 1,753 .. 573 1,773 ‘955 - 646 156
11 X & df{ 7980 .- 0 10,000 0 7643 15623 o .0 o .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 9 7,980 -0 10,000 3,272 11,507 19,487 1,334 357 1.413 595 . 430 Q
14 X X J J 2,940 . -0 10,000 3!272 11,507 © 14,447 270 0 153 .0 0 0
15 - § dnf| .9,420% . 0 15,000 0 11,454 20,874 0. 0 0 0 . 0 0
- 18 HH  “dni |9.420 i 0 15000 2,362 14,783 24,2038 2.2'_65 8942 - 1,570 1,570 ° ' 1,375 . 1,021 '
1w . J . dnf| 19,420 0. 15000 2,362 . 15,158 24,578 2,646 1,323 2,355 - 2,205 1,260 . 908
18 - X S. “dnf| '6,924 0 15000 -0 11,454 - 18378 = 0 .0 .0 0 i 0 0
19 - <X HH dnt 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 1921 -949 1,731 . 1,581 'BB6 - 531
21 XX J J 1 740!; V -_0 15,000 -:2362' 15,158 - 16,898 415 171 - 435 285 10'8 S - 0.

1

Notas: If the othar adult claims Ihe childrsn for tax purposges, the mother s laxabla income Is set aqual to 1/3 of her banefits (when benefits are taxed) ‘Howaver, when thas other adult does
not claim them, all tax related to benefits is withheld from the mothar's bensfits, When the other adult files jointly with the mother, his/har tax llability equals thelr combined tax minus
tha amount withheld from the mother's bensfits--tha incrament In tha other adull’s tax ][abtl]ty from the children’s share. of benefits is subtractad from the EITC, When tha tax thres-
hold Is the basis of the banefit 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 TWO CHILDREN IN NEW YORK JULY. 1993

Current: Layv Roduct!on In Dlsposablo Incomo

L | Number ' j Bonsflis Esneflla 25% Claw Back < 25% Claw B-ek‘ 16% Claw Back 15% Claw daok
1 of _ _ : _ Taxed Tuxed L OIAGI+ENC+ ' of AGH+ ot AGI + EITC + of AGI+

n | Months Annual Food  MHousing - Disposable  AEIYC  &ETCnot  TowaiBenefits  Total Benefita  TotalBenefits.  Total Bonefits-
o | Worked | Eamings AFDC | " Subsidy - Income Reduoed  Reduoed _« TaxThrahid -Yaxthrshld  1.25¢Povihrshid  125'Poviheanid
10 L 0 6924 2124 7,894 < 16942 666 666 1,111 1111 370 370

2 5000~ 3,462 1,866 7,433 18,879 - 1,009 . .789 . 1,815 1,315 793 493 .

3 s 5000 | 2,884 2,132 7,606 18740 959 768 1,781 1,281 . 772 472

4 10 5000 3,124 2064 7,534 18840 . 995 . 783 1,806 1,306 787 :, 487 .
5 2. | 5000 33600 1,892 7,464 18,934 1029 797 1,829 1,329 801 501

6 tawiobnte | 5000 - T - ., 6118 - - - - -
7 e 10000 ¢ 3,462 1,068 5933 © 21,964 8258 1,994 26147 1,989 T4388 0 [ eeT

6. 8 | 10000 2308 980 - 6279 21,074 2932 1,060 ¢ 2392 - 1,767 1,255 < 764
8 10 [ 10000 | 1,154 1,204 - 6,626 20,561. 2,754 986 . 2,268 1,643 21,181, 690
10 s2 | 10000 - 0 1,608 6972 ~ 20,087 - 2576 912 2,745 1520 . 1,107 618
11 12wobnte | 10,000 ' - - e 111 507 e '_ - - " - -

2 6 15000 4462 1,062 4433 20,740 3200 1344 . 2,239 2,239 1,777 1,422
3 8 | 15000 2308 708 4779 22579 2,811 1,169 1,949 1,949 1,602 1,248
14 . 10, 15,000 1,154 - 354 5,126 21,417 2392 995 - 1,658 1,658 1,428 1,074
15 12 16,000 0. 408 5,472 20,663 . 2,120 882 . 1,470° - 1,470 . 1,315 = 961
16 12wobnta’| 15,000 - - S 14,788 - o . o S
w e | 20000 Sasz 1062 3047 126060 2,579 1271 - 2118 " 2,118 2,296 2,009
18 8 20,000 2,308 °~ 708 3 279, 23,893 2253 . 944 1,674 1574 - ~1,969 1,773
1810 20,000 1,154 354  3,626' 22731 1,851 770 1,283 - 1,283, 1,795 1,599
0 1 20,000 -0 0 3872 21570 1,432 596 993 " 993 1,621 . 1,425
21 1zwiobnns | 20,000 - - ~ 17,598 - = - - - -

Notes EITC tully implamenlod to the 1996 lavals. Work oxpansa aquals 10% of earnings up lo a cap of $88 par month No child care oxpenses ars assumed. The AFDC baneft '
assumes a $120 incoma disregard. When no housing subsldy Is avallabla, the food siamp benefit calculatlon assumes a $103.50 axcess shalter cost deduction, 50% of -
the maximum. The houslng subsidy banefit calculation assumas a 45th parcentlle FMA ot $818 per manth for New York. Whon the tax threshold is the bacls of the banefit -

- NY CLWBK

o claw back, the ma.ximum benefit raducﬂon equals 25% of total banafits whan 125% percent o! the poverty threshold is usaed, 100% of benefits can ba clawed back.

‘
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993

© | Other Adult Tax Mother & Chlldren Othar Adult Cormblned Redugtion in Comblined Disposable Incomae
L in filing Filing o Benofita  Bonofts  25% ClawBack  25% Claw Back  15% Claw Back _ 15% Claw Back
bl unitfon Status AFOC + oo . Taxed Taxed  of AGI+ EITC + of AGI+ ol AGI + EITC +  of AGl+
n in - [Othar Foed = Housing - ' Disposable Disposable &ETC  KETCnot Tota BeneMta  YowlBensfita  Tolal Bensfits-  Total Bensfite -
o | AFDC Kind Adult Mother[ - Stamps  Subsidy’ Earnings CEITC incoma Income Reduced  Reduced - TexThishld + TaxThrshld  1.25*PovThrehid 1.25*PovThrahid
1 '8 dnt 9,048 7,894 5,000 . 286 " 4,403 21,345 666 .~ 666 ‘ C1,11 _ _1.1.11 370 370
-2 - HH  dnt ' 9,048 . 7,894 5,000 2,000 6,118 ° 23,060 - 569 569 1,449 949 - 8737 - 273
a - « 0 d - dnt 9,048 7,894 5,000 . 2,000 6,118 23,060'. 951 951 2,086 - 1,586 - . 834 534 -
4. X 8  dnt| 8,808 ‘6:,394 5,000 286 4,403 19,605 405 405 - 676 ' 676 109+ 109
5° - X HH dnf| 8808 16,384 5000 2,000 6118 21,320 395 . 395 1,159 859 - - 399 . 99
6 - X. J J 8,808 6,394 - 5,000 2,000 -&§/118. 21,320 690- 690. 1,651 - 1,181 573 - 273
7 _ X X e J. 7.236_ 7,068 . 5000 2,000 6.118 20,422 556 556 1,426 - 926 438 138
-2 - §  dnf 9,048 = '{’.394 10,000 .0 7,643 24,585 666 666 1,111 1,111 370 aro -
9 <. HH dnf 3.048- 7,894 . 10,000 3,272 11,507 28,449 3,585 . 1-,319 2,824 2,199 1'.514 . 1,023
10 + J dnf| 9,048 7,894 10,000 3,272 11,507 28,449 3,937 1,701 3,653 S 2,836 - 1,775 . 1,284
1 X s dnf| 7,608 4894 10000 = O 7,643 20145. O ° 0 S 1. s 0 0
2 - X HH dn'g 7,608 4,894 10,000 3,272 11,507 24,009 . 2,488 875 2,084 1,459 1,070 579
| 13 - X J T 7,608 4894 10,000 3,272 11,507 - 24009 2,648 1,035 2,543 1,726 1,109 . 618
4 X X' U .J] 2,568 6972 10,000 3,272 11,507 21,047 - 1,787 591 1,803 - - 985 664 174
5 - - - §  -dnf 9,048 7,894 ~ 15,000 Q. 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 i d dnt 9,048 7,894 15,000 2,362 15,158 32,100 4,813 . 2:451 '4;23_6 ' 4,086 - 2,388 2,034
18 X s dnf| 6,924 3,394 15,000 0 11454 21772 0 . 0 O 0 0 -0
g X HH™ dnf| 6,924 3,394 15,000 2,362‘“ 14,783 25,101 2,481 1,032 1,720 1,720 1,465 : 1,111
2. - X -4 J 6.929 . 3,394.- 15,000 2,362 15,158 25476 2,907 1,458 . 2,580 - 2,430 1,395 .. 1,040
217 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: if the other adult claims the children for tax purposes, the mothef's taxable incoma is set equal to 1/3 of her benefits {when beneflts are taxed). However, when thé other adult does

. notclaim them, all tax related 1o benefits is withheld from the mother's benefits. Whan the other adult ﬂles'onnIJy with the mother, hisfher tax llabliity equals thelr comblined tax minus

the amount withheld from the mother's benefits~tha incrament In the other adult’s tax llablity from the children's share of benefits Is subtracted from the EITC. When the tax thros-
hold is the basis of the benefit claw back, the r_naximum benefit raduction is 25% of total banefils; when 125% of the povarty threshald is used, 100% of benefits can be clawed back.



MEMORANDUM ... . MATHEMATICA

Policy Raesearch, Inc. -

.. 'ToO: | Alana Landey and Bob Dalfyrixpfc'
CFROM: .. . Ha_‘rold Becbc-vu-t” . DATE 12184 ...

SUBJECT: - “Matcnals for First Presentation on I-_Iou.seholds Rcoemng Welfarc Beneﬁts
' - Contract No.: 53 3198-3-038—063 B :

-~ The materials for thc first: prcscmauon proﬁlmg households reccwmg benefits from the A.FDC

and Food 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 pohcy changes bcmg examined as
part of the welfare reform dchbe.rauons :

A We currcntly are planning to meet with you on Fnday, Ianuary 21, to discuss this ﬁrst set of
' -matcnals and thc focus for add:t[onal work.. :

_ ec:  Carole Trippe
Bob Cohen -
John DiCarlo -

Al
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_ PROFILE OF Housmoms RECEIVING WELFARE BENEFTTS
INITIAL PRESENTAHON '

A INTRODUCI‘ION .

This'is the ﬁrst in a seres of prmmauans proﬁhng houschold.s reccmng A.FDC and food

‘:stamps. These prescntauons are intepded to mdzcate the dxvemty of the hou.sehclds being served

- by the current programs. ‘Tssues being examined include the naturé of the larger househo_lds within "

K

* which program assistance units are often embedded as well as the -&cﬁﬁenq with which the =

hoﬁﬁehoid’s composition and rc_ccipt of benefils change_ during the year.

L Perspecﬂve and Soun:e of Da:a

This proﬁle of households receiving welfare is bmd on data fmm the 1990 pancl of the Suwcy

of Inmmc and Program Pamc;panon (SIPP) Snapshot views are based on December 1990 The_ :

end of the year was choscn to facilitate analyses of pohcms that might reconcdc beneﬁm rccewed and_

; taxes owcd in some manner at the cud of each year Longltudmal views look back over the previous

) 11 months to determine how the snuanon of cach househo]d cha.uged since J anuary in terms ofits - .

recclpt of AFDC and food stamps as well &s the composmon of the. household ‘Welfare beneﬁts are

dcﬁned as AFDC and Food Stamp Program bcncﬁrs

2. The Household Versus the Progrnm Unit View
The plcture one obtams of the compmmon and resources of units rccmvzng wc]fare beneﬁts
dcpcnds ;ubstant:aﬂy.on thq mmpmhsnsweness of the___vlew of _;he.econonnc and-soc:ai unit, For

m&hmp_le, the view can be hmned toa na.rmwly defined program .ﬁﬂng or assistanc:é unit within 2

“bousehold or it can encompass the entire household. “The filmg uniit for SSI is gemerally the -

individual For federal income taxes it i the individusl of the rarried couple. For AFDC, it 55 the |

|T\J

nuclear fanuly with some cxccpnom, and for the Food Stamp Program it is the set of persous wnhm' -

the dwc]]mg unit that preparc food together thh some exccptwns “This presentanon takes a |

eod - S BYO.-SNA-YASN* WICH: €O 6 "1z
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rclgﬁ#c]y broad view of the ugit of interest and uses the Census Bureau's hou.schpld" definition. An

- attempt i made to show how the p_fogxﬁaq; filing wpits fall within the broades household definition..

B. THE DECEMBER 1990 PROFILE

Forthe proﬁle households are clm;ﬁed accordm; to thmr Dcccmbcr composmon The first five o

classifications - all cpumm chﬂd_rcn age 18 and under. . The first category conmsts of houscholds we

"conta.ming only a man'ié_d couple and-their children '_Ihe second consxsts»of 3 su_:_gl: .pgrent and

* her/his own children. The thu'd cozsists of & three generation family altﬁough othcrwpeople‘ﬁxﬁy also
be present. The fourth consists of two aduhs of dbpbsitc sex not‘ mamcd to each other and at least
one own ¢child. - The ﬁfth consists of hoyseholds w:th children not meeting any of the prawou.s

definitions. The smh categury contams households wlthout chxldrcu

Composlﬁon of Wclfare Htmseholds

Exammmg households reccmng AFDC or food stamps o Deccmbcr by type of houschold as -

shm in Table 1, we note smral xmportanl pattems

s About 70 percent of the houschold.s reccmng we.lfarc have chﬂd:en age 18 or -
younger.

*  Of the houscholds with chﬂdren reccwmg welt'nrc fewer thau half (46 %) are
smg]e parent famﬂ;es only.

«  Ofthe households with chﬂd:én receiving welface, 37 percent have ;.ranous compléx

‘comipositions including three generation fasmilies (13%) two adults of opposite sex
not married to each'ather (S%) and other mmposmou.s {19%). ,

2, '[‘ype of Benefit and Covurage

Exazmmn g thcse same households rcccmng welfarc in Dcccmbcr, but’ focusmg on whether they
receive both AFDC and food 5mmps and-whether all the mdmduals in the household are cavered

as shown in Tablc 2, we find:

O S o . YO "ENIA-YVASN* MNICEF: €0 ¥5 '12
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o | TABLE1 |
HOUSEHOLDS WITH WELFARE BY COMPOSITION AND BY. TYPE OF RECEIPT -

" Households with Childrea Under 19

" Decembes Two  Single . Three  Two  Other’ ~ N& Children
Wolfare Receipt  Parent - Parent  Generstion  Aduls  Unis -~ LT19 Total

Al Receive AFDC 180 1552 .16 1 B 1828 "
& FS ST T LT T
Al AFDCor FS. S 67 8 17 25 1723 320
Oualy Some Recsive ~ 95 41 818 224 570 373 1821

-Tot_all Coc o BI8T 2199 w0 - 241 - %04 2,104 6886 - -~ \/
Percentby - 119 319 - 90 . 35 131 306 1000 - L.
Household Type 3 , - : )

3
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 TABLEZ

" PERCENT OF HOUSEHOLDS WITH WELFARE BY -
TYPE OF RECEIPT AND BY COMPOSITION

December Welfare
.Receipt '

'Houssholds with Children Undar 19

Two  Single - = Three

. Parent . Parent . Geperation - Adults

* Two

CUnlts  LT19  Total

' © No .
Otber  Children

P

: All Receive AFDC

& FS ,
Al AFDCor F§
.~ _Ouly Some Receive

-5

664 276

16 19

219 - -_.-m.s': .

138

836

00~

B2
N9

s L

77 D0 04 265

293 819 . 471

&0 177 264

_Tota.l “

Total

1000 1000

818 2,199

- 1000 -

« 100.0

- 241

1000 1000 1000

620

904 2104 6886

92
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]

compam:g the numbcr of household.s rm:emng in Deccmber wuh the numbcr rwewmg con:muously )

| Amsaﬂhomhol& rypa,han.b‘.f?m afﬂamhaldmmvingmb‘m did all
'mmkmpamipauhmﬂbcmfoodw Iftheumvcrsclshmﬂcdtor

households with children, this proportion rises 1o, 38.percent.

~Of the two parent familles receiving welfare, two tium'.s receive food stamps covering all

memmbem,mﬂzzmmsmﬁwmhthpmgmmmmgaﬂﬁw

. members In 12 percent of the fa:mha the benefit does not caver all the mcmbers

Of the .smgle purent famdm recelving w#’are, most mcmbcrs (72%) are covcrcd by
both AFDC and food stamps. -

' Offhcthmgermnﬂanfamﬂyhoumhoﬂi mmaﬁhomhofds‘thebenqﬁsmvera ‘
. subset of the members (84%). This is even more true for two ufimarried adult

houscholds where the bcneﬁt cavers a subset of membcrs in 93 percent of the

. households.

: compansons as prc.scntcd in 'I'&blc 3 lcads to ﬂ:c fol]owmg ﬁndmgs

in Table 4, However, three gencration families bave miuch less steble patierns of recaipt as do the

‘tiny group of houscholds receiving AFDC with o children under age 19. Some of those with

Amm aﬂ hausehald tpes, two- thu-ds of t.he house.hold.s receiving wclfare in

December rcccwed bcncﬁ:s al 12 mouth.s

Across all hameha!d types, 26 perwu‘ more hourehakts recelved welfm at some time
during the year than received welfare In Dazmber chevcr, this percentage varies

.. widely across household typms

- Single pa.r'en: households tend {0 have relatrvely stable pattcrns of receipt over the

year with 76 percent of the Déecember recipients receiving benefits all year and

Cons:dcrablc LDSlght into the dynamm of pammpauon during the ye.ar can be obtained by.

7 throughom the year, and with the number recefving durw g any month of the year Examxmng these

those reccmng benefits at apy time being only 115 percent of the number of ~

Daccmbcr rcc:paems Two nomarried adults also tend to be relatwely stable. -

“In ‘contrast, simple two parm: homha’d.r hm very unstable pattcms with the

number receiving benefits at any timc being 16.5 pcrccnt of the number of
December reclpients _

o

AVO - SNIL-YASA* WIEST €0 +6
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If we look just at AFDC receipt, thé patterns are very similar for most household types as shown

-

25

,..ZCGWARISDN OF DECEMZBER REC'EIE'I‘ TO THOSE RECEIVING DURING THE YEAR -


http:Some_.of

TABLE 3

RATIO OF HOUSEHOLDS RBCEWG WELFARE lN DECEMZBER
TO ALL YEAR. AND ANY ’I‘IM.E -

Housebolds with Childred Undar 19~~~

Decesmber = - oo S No -
Welfare . ..  Two Single ..~ Three . Two  Other Children

- Receipt © 0 Paremt ~  Pagem Generstion ~ Adults  Units  LT.19 . Total

Received Welf.in 819 2199 6 241 s04 2,164f 6.887
Dec - - . - . ; - . L . . L ’ . .‘ I

Received Al © ~ $11 . - ., 1,677 . 418 157 .0 487 1393 4643
Year o ' o S .

Received Any - 1,348 2522 . mT. 258 1109 2650 866 .

Timein Y. -

Receive Well. in 1000%  1000% . 1000%  100.0% 100.0%" 100.0%  100.0%
Dec. _ . . . . ._ | .
 Recsived Al 624% . 163%  615%  653% - 538% - 662% = 674%
Received Any - 1647% ~ 1147% = 1189% 1074% 1226%  1278%  1258%

Time in Y, ’ ' Con C . . . o
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TABI..E 4

RATIO OF HOUSEHOLDS RECEW G AEDC IN DECEMBER
: TO AI..L YEAR AND ANY 'I'IMZE BY COMPOSI'ITON

| | " Households with Childrea Under 19 |
AEDC. ) . No
December¥Wetfart  Two  ~ Siagle _ Three -  Two . Other  Children »
Recelpt- =~ " - Parent Parest  Geperation ' . Adulfs - - Units. .. LT19 " Total - .-

| Receive AFDCin~. 269 -~ 1679 400 158 566 20 309 [

qu . - ) . v ' X

' RecmvedA.uYear L8 1239 28 - 134 309 4 2183
Received Any Time 455 1,889 528 . 166 - 650 . 87 3,775

Receive Welf.in  1000%  1000%  1000%  1000% . 1000%  100.0%  100.0%
Dec, L o : _ : o ) .
Recelved All Year  684%  7T38%  706% 852%  S46%  195%  69.6%
Recolved Apy Time  1688%  1125%  1319%  1055%  1149%  4482%  1221%

A

. -
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children over 18 aud m-school may havc Icrst their chgfbxhty If we ook just at rzcclpt of food
8tamps. lhere is somcwhat less stablhty over the year, but thcrc is less d:ffercncc among hou.schold

""types with the exception of two parent famﬂzes as shown in Table 5. 'I'wo parent farmhes agam have -

. much less stable pattems over the year than cther household :yp-es

D, HOUSEHDLD comosmor: CH.ANGE

. -

- Household composmon change n:prtszn!s ] scnous challangc for the admmzsrramn of pohmcs' :

K which attempt to reconcile benefits rwcm:d and taxes awed 8t the end Gf Lhc year. I-‘or examplc'

2

those qualifying for benefits or earning 'thc bulk uf the houschold S money may no longer be prescnt B

in th'e hous.-chold. in December ﬁbén -ﬁbﬁbﬁnﬂ a:i':-‘ra:oncﬂed. S

' | 'rms sectmn examines the fmqucuw thh whach new members cntcr hom:.eho]ds over the ycar

‘Gwcn that we are lookmg back over thc months. pnor to Deccmbcr it is much easu:r to Iook back

for those housebold members present at the ead of the ycar Therefore, tlns first examination is

) hmned to thc frcqucncy of pcrsons entering households dunng thc yea: and omits those lcavmg Onc -

' appmach to apprcmmatmg the frequency of both cntry and. mt cxcludmg b;rths is to double the

number entering not mcludmg births. It is ouly appmnmate since deaths will occur and entranccs _

and exits may not be of c.qual magmtudc For e.xample as marriages- brcak up mothars and Ihcu' o

children may svstemaucal]y enter welfare th.le the men do not rejom wclfare households in equa]'

: numbers

Our mmmat[on of the numbcr of housaholds receivin g welfare that change composmon during

the year shows that composmon changes are common, . Thc uoteworthy ﬁ.udmgs from Table 6 are: .

. Acm.r a&( household types about 19 percent of welfare hauséhalis eiperwnce per&on:
entering during the year. About half of that changc is the result of births zod half
from other entrants. o ‘ . _—

. (f entrants, excluding bi:ﬂu equals exits, l:hen 19 pe.rcem is alse a rough nppmxzm.aimu
of the number of Aousehold composition changes not.counting births. At the caseload
levels observed in the SIPP, that would amount to mughly 13 rmlhon welfare
households changmg composmon annually, : ,

O1T 3 . ) EVO/SN;[/VQSQ* IAI&S%:.SO rE ‘1=



RATIO OF HOUSEHOLDS RECEIVING FS IN DECEMBER

“TABLE $

'TO ALL YEAR AND ANY TIME BY COMPOSITION |

-

. FBS. .
December Wetlsre

Households with Children Under 19

Two . Sisgle

Pareni ... Parent- - Generation

Thres

..: M - ‘
~Adults

Other

' Units.

Children
LT19 -

.. Total '

Receipt -

"Receive FS in Dex,

Received All Year 472
- 1,326

‘Received Any Time
inY. . .

_ Dec.
Recoived All Year

Received Any Time
inY.

- 810

Receive Welf. 'in

2144

472 1,572

1000%  100.0%

$83% - T3
163.6%

2476

1155% -

599

100.0% o

| 65.8%
‘113.8%

a0
115

770
427

232 962

100.0%  1000%

. 846% .  555%
1104%  1249%

. 66.0%

2,098
1,384
2672

4316
8267

Jias

127.4%

TTEsss.

65.8%
1261%

1000% 1000%

I
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TABLE 6

: RATIO OF HOUSEHOLDS WITH NEW ENTRANTS
- TO THOSE RECEIVING WELFARE IN DECEMBER

o

.10

AYO " SNA - YASN =

NMAS T Lo

. ~ " Households with Children Under 19 __ ‘
, o | § No -
December Welfare - Two- ' - Single - Three Two Cnher  Childresr - . - -
_Receipt : - Parent . Parent:  Generalion - Adulis Unitt _ LT 15 -f_-_Tmal
B ' [ - o S _ T
Recemw;ﬂuem B9 2199 - T 60 - 241 904 2004 6887
 Des. T | L : 'f..
T Comp., T - 152 - 228 116 96 T8 " "0 671
Changed,New Baby : ' . -
Comp. Changed 49 51 12 LSy 20 . 135 650
Other -+ .pio ) "....‘.j_'l‘.i:'_-'-*‘;',:' L e C e e T e
Comp. - - 2 am Ja8 T a9 o 36 1350 132
Chang&d~Ent:auts ' ' ) - e D
Receivs Welfare in 1000%  100.0% - 1000% - 1 1000% - 1000% 1000% © 100.0%
- Comp. 186%  100% - 187% "  400%  95%  00% . 97%
' .Changed,New Baby - T T
Comp. Changed - 60% * :-23% = 199% - - 21.8%  266%  64%  94%
Other , oL U | S
Comp. 247%  123%  3B4% - 619%  360%  64%  192%
* Changed-Entrants ' n ' .



. The frequency of mrnpanmn changes also vaties g‘reat.ly by houschold type wzth 27 '
~ pcrcent of other household umts havmg a person entering other than 2 bu:th.
Lot E. COMBT_NED HOUSEHOLD COMZPOSI’I‘!ON C}MNGE AND PART YEAR RECEIPT
| Part-year receipt of wclfa.re be.ncfit.s was “measured in a manner ‘that is mdcpendent of t.he'_ :
. mca.eurc of mchvidu als cntcnng the ' household. ’l’hcrcfore, the twn souzces of c.hangc can be summcd

s Cto cst:.malc the tota] changcs msultuzg fmm both pnn yc.ar reccl v of wa]farc beneﬁts and changcs-

“in mmposltion 3 a new person enters the househald. ‘I‘he muhmg éstimates of the. combmedr

Sa . e i - H= 2

‘ changc:s are: o

el % Across all houseRold fypes the most conservative estimass of the combined magnitude - '
e of change is that 35, percent of the number of households receiving wélfare.ir: December e
- experience a chan,ge -At 1990 caseload levels, this implies 2.4 million households -~ =
Teceiving welfare dunug the, year have changes in.receipt or composition. This is
. the sum of 26 percent receiving in menths other than December from Table 3 and .

the 9.4 percent of households receiving in December that had petsons enter the -

household during the year other than new babies, Thus, it is conservative in that

it does not count a new baby as.a change in composition nor does it.count the

individuals that Jeave households. It also does not count 2 change in the amount’

of the benefit as a change. o .

.4 higher, but plausible estimate Is 45 percens.’ This is the sum of twice the entrants
not counting babies bamg bormn plus the 26 percent receiving io months other than
December.

e
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WELFARE: TRADEOFFS.

7 COSTS' ’ {'J - ﬂk. T-'_; _-e__‘-s-?r" ; _':.'lD;yr o

"HHS Preposal .', - f; ,f 3'14;9f‘

iOMB.Reestlmate of .. - - 7.7 .
HHS Costs' =% - ..o L i

"QMB Medlum Opt10n~ e '*"916

OMB Tiow Optlon - 1 2N 1+ 5

COFFSETS
HHS Entitlement Reforms CE e

Cap Emergency A551stance :
' Tlghten Sponsorship for Aliens
-Target Child Care Food Program
, '-"SSI ‘Reapplication .
. *SSI Deemlng for Disabled KldS

e

el R B
PN

TOTAL mHs ;’, < 11L
"eaddltlonal Cuts/Taxes Needed to e A
Pay for HHS Proposal - oo 3s L 24,

: Addltlonal Cuts/Taxes Needed to . i Lo B
- ‘Pay for OMB Reestimate of HHS 6.3 =~ ' 133,

"Potentlal Addltlonal Sources of Revenue‘J-_‘“

—4% Gambllng Tax - ‘ 3;1"’-- IR &
~33%>Increase in quuor Tax - 3.5 oL 7w
“100% Increase . in ngh Alcohol - F T i e d

©  .Beer and Wine "’ W7 2T
Phase cut Dependent Care Tax . T

Credlt for AGI owver $90K

"Amount Stlll Needed to Pay for o BT - o : -
HHS Praposal L > - - - T -

Amount St111 Needed to Pay for C _ -
OMB Reestlmate of HHS Proposal_ cSm= w15
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FEB-81-1994 14:38 FROM - S T8 gassvEss  P.gp

DRAFT PO we-s

AU , POSSIBLE REVENUE OPTIONS FOR WELFARE REFGRM

TR - : R—— — — Frecal years -

Proposa) . DT PM .. e T L 4098 1998 1997 1898 1998 41665.08
: o : : : ‘($ mi!ﬁons) - '
‘ et ~ , . o
~~~~~~ 1 Deny EITC to nonmadent aféns M:S - B I s 33 . 03 3B A8y
2 EITC information reporting for DoD personnel c--f‘ﬂ'-"‘l' asseed L ) - 10 58 59 - 63 - 180
3 Gambﬁng compliante propacals : ; : o : S
8 Incivase withhiolding rate on gambiing winnings > $50,000 5 36 percenl - 256 118 45 47 .60
b Withholding rete of 28% on keno, slots, and bingo winnings > $7,500 154 59 11 - 12 12
s ¢ Require information reporting on winnings of $10,000+ from gimblmg 0 38 47 56 B3
"~ rogarciess of odds - . - .
/ 4 Impose 4% excise tax on afl net gambﬁng revenue (except state Iottenes} Pt} 'B 454 628 880. 693 727
}’/ 5 Increase taxes on pistols and revolvers from 10% t0 25:% o 40 48 52 © 55 59
- 8 Increase tax on distiled spirts from $13.50 per proof galfon 1o $18. 18 ' 563 . 768 760 752 745
- {taxwould intrease from $2.14 per fifth 10 §2.88 par M) v T R .
7 Double tax on high-alcohdl content beer {cument rate ks $6.45 per P(ODf gaﬂon , -2 R & R U & 2 N A P 112
 or$.33 por six pack) 2/ S ' SR '
" ¢ Double tax on fortified wine (current tax je £4.46 por proof galion, or $.21 per 23 31 3 30 20
S 750 ml. botte) 3 : S _ - : :
.o 8 Phase-out dependent care credtt for AGI between $50, 000 and 5110 000 94 188 175 - 181 0 165

.-~ 10, Apply 30% withhoiing to 85% of Social Security benefits (as apposed to 50% under -~ 20 61 64 67 70
- current law) paid to nonresident afiens. Tax has been conceded under cerlam treates . ' .
11 Voluntary withholding on unerployment oompansauan ' _ T g7 30 2 2 2

103 -

—_— [ —— —— P ——

TOTAL: o o - . 4763 2413 2,049 2080 2132 10,142

Note 1/ Al proposals are assumed io be effective on 1/1/95. ' T ‘ :
2 Hngh-alcohci content boer is beer with more than 5% of alcohol by volume, and consnsts pnmanPy of malt Equors and the naw "ice” beers,

'3/ Fortified wine is wine with more than 14% of alooho% by volume.. About 10% of all wine sold wou!d be affected

7”?“&'@”%%%@5 SO

/0. de-.,.’.w e . "_ ) ‘
-~m«£¢ ,ze'”,ig ,,4,4: f&; D oy
//Mw,ﬁ&!-;a.rw T IZ‘Z‘L



ORDTBEARIAL: 75

ENTITLEMENT REFORMS TO FINANCE WELFARE PROPOSALS -

- .-FY

95

(dollars in bllllons)

Rev;sed 2/21/94

58

FY 95-99

Cap Emergency Assmstance
'Target child Care Food Program CL
Adjus;;SSI Deemlng Rules L

,Réapplicatioﬁ'fbr SSI Cases“Most -
Like1y~to Improve (being re-estimated] -

Tlghten Sponsorshlp and Ellglblllty
Rules for Allens _ . _

'Improv1ng EITC and Related Tax and
Transfer P011c1es

96 .97 99
0.26 0.35 0.42 - 0.50 0.56 2.09
0.16 0.2170.23 0.27 0.30 ¢ 1.17
0:18 0.19 0.21. 0.23 0.25 1.06,
0.07 0.16 0.26. 0.37. 0.42 1,28
0.27 0.52° 1,13 1,70 2.14 5.76
‘N/A

$ U



EXECUTIVE OFFICE ©OF THE PRESIDENT
07-Mar-1994 01:14pm
S TO:r Isabel Sawhill

FROM:; -~ Bruce N. Reed s )
: Domestic Policy Council

CC: ' -Kathryn”J. Way
‘SUBJECT; . WR costs/financing -
Belle -- - .

‘Richard may have mentioned to you that we discussed upfront job
search at HHS this morning, and appeared to make some progress.

" Kathi, Richard, Bonnie;, 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 sedrch works, and 2) few states do it. I'm
sure that when David and Mary Jo get.over the initial

. embarrassment, they'll comé up with somé new excuse not to do it,
but it was one ‘Specs mtg worth. attendlng

We're trylng to arrange the costs/flnanCLng mtg for early Thursday'
afternoon.. Gur WH group should get together well before ‘then, at
.your convenience. Kathil and I are at your dlsposal

I theought of a few cost and financing questions over the weekend
that weren't reflected in the tables you gave Leon "I would also
"be curious as to your overall opinion of the accuracy of the
financing estlmates we have recelved from HHS and Treasury

Here's- my list. I'm sure there are other 1deas‘we ve dlscussedu
and forgotten - T -

Other Savxngs W1th1n the Program

"1. Upfront Job Search -- an eaflier OMB estimate said 125m over 5

2. Provide 20% of child care slots thru work program . (or was it
20% of work slots thru child care?) -- a very prelimary . OMB e
estimate said 500m over 5 and 600m/yr in steady state
“ 3. Cap on work slots -- should save money in lOyr estlmate but
not in b5yr
4. Tlme limit on WORK program -- ditto

5. How much does it cost to ellmlnate the 100 hr rule but not the
: work history reqt?



Unresolved Flnanolng Questlons

1. Cash for Addicts: can we save ANY money from the DA&A Ss1
program° (I saw Richard's e- mall of Feb 113

2. Are the non- 1mm1grant SSI offsets that HHS proposed polltloally

'fe351ble° (eg, disabled kids). Can the savings from better

. targeting the child care food program be used to pay for the

. increased child care food costs OMB antLCLpates but HHS has not..
taken aocount of in its est1mates° -

3. EITC savings -- for example, no EITC 1f no paternlty 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 lettlng states 1mpose a tax -
on mail- order items, and target the $ for WR. Bumpers has a bill

that would raise about $2.5b/yr for the states. I have no idea of

-the political viability of this idea (I know it would fall hard on
Maine, where George Mitchell and LlLBean 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’t seem to mind raising taxes in‘the out years. I-
have not brought this idea up to HHS because I'm afraid they'll
'spend the money before we can raise it -- and.l stlll agree with
Leon's- point that the overall package can't come in-at much more
than $25-30b over 10yrs.: (0Of course, this particular tax would
only go to the states, which wodld'reduce our overall costs.)

_5. The only items on Treasury's llSt that made much sense to me
were the gambling tax and the phaseout of . the dependent care tax
credit at $90+K AGI. The Mainstream Forum plans to do the latter
-and use the money to make the DCTC refundable -— Wthh mlght be a
nlce baby step on child care.

,].

Let_usAknow how it's going and what we can do to help. Thanks.
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EXECUTIVE OFFICE OF THE PRESIDENT
'11-Feb~1994 09:31pm

TO: . (See Below)

FROM: Rlchard A. Popper ' ‘ ,\
: Offlce of Mgmt and Budget HIMD P

SUBJECT: DA&A SSI and DI Issues and'Options--

This is in response to the information you requested regarding SSI-
& DI recipients who are drug addicts and alcoholics (DA&A). We
were not able to reach anyone at HHS .and SSA today due to the.
weather. : : 7

Ellglblllty Deflnltlon .

Individuals may bhe considered dlsabled under’ both the 85I and
Social Securlty DI programs as a druq addict ‘or alcoholic (DA&A)
if they:

= have a medlcally determlned physical drug addiction or :
alcoholism that has or will last 12 months or result in death, ~and
- are unable to perform substantial gainful activity beoause of
the 1mpa1rment :

CLARIFICATION: This is Sllghtly aifferent than what we told you '
late yesterday evening. As$ best we can reconstruct from the
regulations ‘and other informatlon, DA&A 1s now the basis for
finding of disability for both programs. 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-

"addlctlon disorder in and -of itself can be a medically

determinable impairment. -~ The dlscrepancy in policy and practlce
‘apparently has been reduced as a result, and the clarification
caused by these court cases may help partlally explaln the growth
in DA&A awards. : : : :

. In addition to the above dlsahlllty deflnltlon, SSI‘DA&A
recipients must: :

~ - undergo approprlate treatment- for their addiction at- approved :
facilities that must be monitored, and whlch must be free of .
charge to SSA and the recipient

- . receive thelr beneflts through a representatlve payee



Rolls Are Growing

SSI DA&A recipients have 1ncreased from 24,000 in FY91 to 78,000
in September 1993. 'DA&A recipients have also grown from 1’ to 2.6%
of the total SSI population during the same perlod. 72% of DA&A

- 881 recipients are male, w1th an average age of 42 . ‘

_Case breakdown of those who are 1mpa1red solely due to DA&A°

581: 78, 000 SS8I . : -~ ‘ :

DI: 49 000 DI o

Concurrent (subset of both): 14,000

Hill Proposals .

In addition to. the. amendment introduced .eliminating benefits to ...
drug dealers, the follow1nq leglslatlon has ‘recently been

1ntroduced' . :

House Republlcan Welfare Reform bill :

H.R. 3500 reqguires random drug tests of SS5I DA&KA- rec1p1ents

. disabled due to addiction to illegal drugs (alcoholism is' not
‘addressed). Removes this class of SSI rec1p1ents 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 since

the bill does not alter the current e11g1b111ty of drug addlcts

Senate Republlcan Welfare Reform blll '

Deoes not specifically address SSI rec1p1ents, but requlres AFDC
recipients to participate in treatment with those who refuse
expelled from AFDC ellqlblllty for 2 years. :

l

H.R. 1712
-Requires DA&A recipients to part1c1pate in 3. consecutlve months of v
- approved treatment before belng ellglble for . beneflts '

Other optlonsf

Eliminate DA&A as a basis of dlsabllltz

-Eligibility would be limited to those individuals who have a

severe impairment, excluding any addiction. SSA estimates that 40%
of recipients under DI have impairments solely attributable to
DA&A. .This option could terminate a large portlon of rec1p1ents
Alternatively, the proposal could be. phased in- for new rec1p1ents
only

‘Time limit ellglblllty )

" Flag DA&A cases for an early, thorough CDR reassessment
Alternatively, terminate benefits after certain peried of time.
Assumption of adequate treatment avallablllty may be 1mportant for -
“this approach. ] T 2 .

Administrative Improvements -

"Some modest administrative improvements could be pursued. For
example. permlt payments to gualified organizations (social
service agenoles, treatment centers) to. offset their costs as rep
pavees. : :




et

HHS context°

~eliminating the payment of benefits to DA&A rec1p1ents, while
‘others favor a more admlnlstratlve solutlon of emph35121ng

--ﬁo: Isabel Sawhill

' 88A's FY9S5 budget requeat for the ssI program expands referral and
. monltorlng activitiés to cover over 75% of DA&A recipients by

FY95, compared to just 45% in FY93.’ Outlays: from this activity -
will increase from $4 million in FY93 to an éstimated $36 million-

“.in FYS85. HHS is thus continuing the policy of providing benefits
to such individuals while enhancing the focus on referrlng

1nd1v1duals to treatment

We understand. there has ‘been . sharp dlsagreement w1th1n HHS on.

~revising current pollcy in reaction to Congressional, publi¢ and

media criticism. Some within the Department favor altering or

treatment.

" We will pursue further with HHS early next.week.

Distributioh{

TQ: ‘Barbara 8. Selfridge’

cc:  Wendy C. New.
CC: Xeith J. Fontenot

"CC: - Lara L. Roholt

CC: Stacy L. Dean

€C:  Thurman B. Clendenin

.
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'SUMMARY PRICING |
Three Possible Options

(By fiscal year, in millions of dollars) - — Arrceal
. o o : o : ‘ - 5Year 10 Year . Steady
3/10/9412:45 - o 1995 1996 1997 1998 1999  Total = 2004  Total  State-

A Subtotal Transitional Assxstance/ WORK

.. 620 1950 2,285 3,000 N/A
£ Option = : 0. 545 1,595 1,780 2,265 N/A
o 0 385 1185 1,340 1705 N/A

'_7 C th'lon

| A Subtotal Parental Responsnblhty ) 460 795 (110) CN/A
B Option 0 | 5 180 275 150 (710) “N/A -
- Option : Q@0 (60 (8D (295) - (635) 1,445) N/A

A Subtotal Makmg Work I’ay ‘ L -0 ) )
.. P Option - S .0 165 335 500 665
C, Option" A ' - ‘ ' ' '

| N/A

A Subtotal Remvenhng Government' )
B Option. -
C- Option -

N/A

- A SuprorAc ,_ o |
B  Subtotal . o - : . 210 . 715 2,110 2555 3,080
C . Subfotal : - : B 325" 1,005 . 1,45 1,070

N/A
N/A

'WORKING DRAFT

- . T



DETAILED OPTIONS

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE)

Three Possible Options - _ _ Delta
‘(By fiscal year, in millions of dollars)’ .~ _ ‘ . from [’{"Uuﬂ_ﬁ.!:}
o R “ 5 Year R 10 Year adjusted Steady -
1995 - . 1996 1997, 1998 | 1999 Total . 2004 Total “State

> 0=

C SUBTOTAL

* JOBS Prep: Case Management for Deferrals

_in JOBS is in an education or training achv:ty
" or job search 9 months out of the year.. |

_A-technical reestimate of Oplmn A costs

. Up front JOBS search for 30 days before '

. »- JOBS: Assumes everyone in JOBS is :ﬁ an

Limnited Case Management for JOBS Prep
No Case Management for JOBS Prep .

Additional ]OBS Spendmg Assumes everyone

{about 50% above the level in a demo mtended
to ac.h:eve maximum participation)

(excludes EITC, health care réform and part time
work behavior changes)

More realistic pnrhapatmn levels in

JOBS: Assumes everyone in JOBS isinan
‘education or training activity or job
‘smrch 7 months out of the year.

* AFDC benefif
More realistic participation levels in”

education or training activity or job °
search 7 months out of the year.

WORKING DRAFT  3/10/9412:43 PM 1



DETAILED OPTIONS

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE)

. Three Possible'Options R ‘ ~ Delta’
* ) (By fiscal year, in millions of dollars) 3 S o _ ' from .
' ' , 5 Year . 10 Year adjusted” Steady
1995 1996 1997 1998 1999  Total 2004 Total . State -

A WORK Program o ,, '- 120 620 , . BOO0S

A technicai réesﬁﬁ\aié of Option A costs ‘
(excludes EITC, health care reform and part tire
work behavior changes) :

" B & CapOverhead at $3,500/;ub}yeadvs 55,25(}) :
: This is approximately the spending level
_ required for commiunity service (work-for-
- welfare) rather than _
work-for-unges,
- '%h&waxwemmber at“Snr
‘e - Limit time on. WORK to 3 years
 then 75% of AFDC + Food Stamps
BSUBTOTAL

O Cap Overhead at $3,500/;ab/year(vs $5250)
& Limit Time on WORK to 1.5 years
~ then 75% of AFDC + Food Stamps
e 1/5 WORK Slots tn Child Care/Monitoring
C SUBTOTAL ‘

WORKING DRAFT 3/10/94 12:43 PM 2



DETAILED OPTIONS

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE)

" Three Possible Optmns : : - _ © Delta
(By fiscal year, in millions of doliars) - | ST from -
‘ N R : ' 5Year : 10 Year adjusted Steady
‘ 1995 1996 1997 1998 1999 Total - 2004 Total -  State
- OTHER WORK OFTIONS ~ n : - - '
D Cap the Work Slot niimber at 4m and L0 0 0 9. 445 1,120 (7,830
. 'WORK overhead at $3.500 per slot T ' .
B Cap the Work Slot number at .5m and .0 .0 0 - 9 445 (6,640) -
" WORK overhiead at $3500 per slot S ' B ' ,
-F Cap the Work Slot number at Smand -~ .0 -0 0 105 510 1,720 (5450)
AR WORK overhead at $4000 perstot - o : o o :
-, G ~Cap the Work Slot numberat Jmand ... . ....07 . -0 0. 105 o 510, 2,520 (3.840)
WORK overhead at $4,000 per slot . : - ' T - I
H' Part-time workers not eligible for . ) ' .‘ : S P .
‘ AFDC aﬂ'ertwo years. . . ¢ 0. 0 110 560 . 3,170 2370)

' A Savings in AFDC Benefits from Caseload Reduction

(Savings in JOBS/WORK are incorporated above) 0 an 4o 0 . (100) (250)

"B Not Yet Estimated : L0 e e o0 (100 ©(250)
C Not Yet Estimated - 0 am . 40y (90)  (100) . (250)

A Child Care for JOBS/WORK Participants R 240~ 680 750, 870 - 2,175
B Less Child Care Needed 5 S0 ¢ 230. 640 660 - 770 1,925
1,715 -

€ LessChild Care Needed © 0 . 160 4300 450 : 540

. . WORKING DRAFT  3/10/9412:43 PM 3



PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE)

DETAILED OFTIONS

;

Delta

Three Possible Options
{By fiscal year, in millions of dollars) 5 from
: . : ' 5 Year ) 10 Year adjusted Steady
- 1995 1996 1997 1998 1999 Total 2004 - Total State
A Transitional Child Care -0 - .8 250 3000 350 - 600
B°  Alternative underreview 0 8 250, 300 350 600
C Alternative under review 0 85 250 - 300. 350 - 600
A Enhanced Teen Case Mémagemént 0 l - 30 90 105.: 110 120
B Cap case maragement admin costs at § 50 m. 0 30 50 -5 50 50
C - Defer _ 0 0 0. 0 0 0
: b ;
A Economlc Development: Microenterprise loans L _ ’
" and Individual Development Accounts 0 0 100 100 100 0
Modest Economic Development 0 - 0 50 50 . 50 -0
€ Defer ' o 0 0 6. -0 0
A Subtotal Transitional Assnstancelwonx -0 . 620 1,950 2,285 3,000 6,535
B Subtotal - . -0 .- 545 1,595 1,780 2,265 3,235
Subtotal a 0. 385 1,18 1,340 1,705

2,140

WORKING DRAFT  3/10/94 12:43 PM 4
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1

DETAILED OPTIONS .
PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) e )
Three Possible Options ) . Delta -
{By fiscal year, in millions of dollars) : - o fmm L _
: : . 5Year 10 Year . adjusted Steady
199,5, 1996 1997 1998 - 1999 | Total 2004 * Total ) -+ State
A Requue Mmor Moms to Live w1th Parents 0 "@s)y (5-0) {50} {50
B Nochange - o ) o0 (45) (500 - (50 (50)
Ko Nochange . 0 . 45 (50) (50) (50}
A Comprehensive Demonstration Grants . Tp- s 50 7 s0. .. 50
B Nochange ‘ . 0 50 o 50 T 50 . . 50
c. Nochange - o C .0 80 50 50 50"
“A TwoParenthv:smn Quarters of Work _ ‘ . _
" and100hourrule . T 0 40 680 945
B Quarlers ofWorkOn!y P SRR 0 20 M0 475
C . Quarters of Work Only 0 0 220 .340. 475
No additional benefits for additional children . : - _ o
" {Family Cap at State Op_tion) R T3 (100 (1100~ (140 (150 -
No change : _ ‘ (35) (100) . (110) -~ (140)  (150)
C Mnnda!oryl«'amrly Cap . R (65) (1500 ~ - (375}). (605) . (800)

WORKING DRAFT 31094 1243PM 5



B DETAILED;OPTION_S

I’RELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE)

Three PPossible Options
{By fiscal year,in millions of dollars)

i 1995

1996

1998

- 1999

Delta
R from ‘
10 Year adjusted: Steady -
Total, " State

5 Year - P
Total 2004 .

A Child Suppoft Enforcement | RERERENES (1

B SameasAbuth:ghercompurercosrs, .45
C OPTIONB L s

b4

" ‘A Non-custodial Parent Provisions™~ —= -« =~ esQ <

'B - Modest Non-custodial Parent Provisions ~ . = 0.

€ Deer T 0

)

I A- Access Granbs and Parentmg Demonst:ratmns “o 20
_B Defer N _ . . o ,
.C.  Defer - o S

o}

AW e

A Sublotal Parental Responsibility -~ . . B
B - Subtotal =~ . s S 10
€ ' Subtotal . P S 1

Child Support Assuxance Demonstrahons - 0.
* Limit and Cap CSA Demos - . - . 0. -

- 40

.25“ -

(60)

30
C15

1997 -
o (85)

25 -
(25

85

460

-‘]8'9
(180)

(85)

60
T Go

—e 119 L

795 -

275

(295)

310

250
.50

150
(635)

" (@a75) | (1.270)

{ 1,205}

(310) (1,205).

T 1o
(710)
(1,445).

865

o WORKING DRAFT ‘3'f10/94-1z:43p.;\4 6.



Three Possible Dphons
(By flscal ye;n:, in mllllons of dolla.rs)

_- DET"AILED OFPTIONS

L ;PRELIMINARY WELFARE REFORM COST EST]MATES (FEDERAUSTATE}

. Deita o

o - from
.~ 5Year. - " 10 Year adjusted  Steady

< . State

1995 1996 '1997 B 1993 .

A Workmg Poor Child Care *~ - T 0. 5000 1,000 1,500
;B - Target Child Careat Parents 26 and under S0 165 - 335 - -.500

CI.‘.‘qur - R o o 0 0 ' 0

[,

. -'A. Advam’:e_E{r-TC k Lo L - LDE'_ 1 0 B h
B NoChange - .~ o - - T -0 0. 0 . 0 .

.C . NoChange e e 0 o

A Subtotal MakingWorkPay _* - - 0 500, .1000 1,500
"B - Subtotal : - - o 0165 335 500

1999

2,000
665

Total -~ 2004  Total

 WORKING DRAFT

3/10/9412:43PM 7 -



e <DE’-1‘AII;EDIOP'-I'I-(_)NS-, .

PRELIMINARY WELFARE REFORM COST ESTI MATES (FEDERAUSTATE) .
Three Possible Options .‘ S e . “Delta
A (By flscal year, in mlllmns of dollars) S o S s e Cfrem T :
: : _ L " SYear . 10Year adjusted Steady
1955 1996 1997 1998 . 1999  Total - 2004 Total - State

A AssetRules, Filing Unit, L - _
7. Simplification of Earnings & e
Disregards, Accounting and© . . EE ‘ _
ReportingRules' ' FE | I | R 0

— ~-~Subtotal Remventmg Govemment — S ~_~,'-v¥ Qe 0 ;-m; -0 e
. B..' NoChange . oL e e 0 00
€. NoChange I AR e 0 .0 - -0

A TOTAL 3410 4,580 - 5,865

B Total . . [ 4« ' 16 715 2,110 . 2555 . 3,080 Na

. C Total T T ee - 35 1,005 1,045 1,070 N/A

fop.

WORIQHVG DRAFT 3/10/94 1243 PM 8



DETAILED OPTIONS

[

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE)

Three Possible Options Delta
{By fiscal year,in millions of dollars) . _ from . -
' S S Year 10 Year adjusted Steady
. 1995 1996 1997 1998 1999 Total 2004  Total . State |

JOBS/WORK Systems Costs C 1000 3000 300 .400

Ind udes estimates of Sfate/i‘?ederaf cosfs to adapf computer and other under the new program.

. Child Care Feeding Costs UOBS/WORI(/TCC) o . 35 95 . 105
'I?:e CACEFP costs associated wt!h expanded child care - .

.

'I_'he CACFP costs associated with expanded child care .

_ Chl]d CareFeedmgCosts(Workmgpoor) e 50 .10-0‘ -:-1;-50_ A

-WORKProgram L . o 0 - o - 0 1[).-';"

~ Remove EITC ard Heaﬂh Care Refom Behavrom! Assumpnons '

G
3

JOBS Program' : S o 410 130
RemoveE!TCandHealth Care Referm Behamomf Assumpnons o ' e
Subtotal S 100 425 605 795
Sancticns ' ) s ' T . - Not Yet Estirriat'ed
Federal Match Rate effect on State behavmr ) PR } i '
Food Stamps Interactions : o o Not Yet Estimated
Medicaid Interactions | L _ . Not Yet Estimated
EITC Interactions ' = C : Not Yet Estimated

Other Interactions - ' ' Not Yet Estimated

) . . I

300

120

200

- 60

140

820

WORKING DRAFT 310194 1243PM 9



HHS Prehmmary Welfare Reform Offset Estlmates

Extrapoiatcd to 2004 7 E : . .
N - ‘ S-year . 10-year

3/9/94 19:50 " 1995 1996 1997 1998 1999 " Total . 2004 Total
- : : dollars in bitlions ’
" Cap Emergency Assistance 1/ 026 035 042 0.50 056 0.70
Target Child Care Food Program 2/ 016 ;021 - 023 027 . 030 045
“Adjust 551 Deeming Rule 2/ 018 © - 019 .. 021 023 023 1 0.35
-+ ;Reapplication for 551 Cases Most . . ' o
Likely to Improve. ” Y 0.07 016 . 026 L 037 - 042 0.67
Tighten Sponsorship and Eligibiiity_ - E T _
Rules for Aliens ' 3 0.27 052 1.13 - 170 2.14 273

"~ Total

094 . 143 2.25 307 367,

Notes on cxt-rapolatlons 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 bcrween 1998 and 1999. -
3/ Assumes that continued :mmlgranon would kecp savings growing Sllghl]y maore than mﬂahon
- AS% growth rate is assumed .. :



L
1o

Posmble Revenue Options For Welfare Reform )
Extrapolated to 2004

o

"5-year . 10-year

© 3/9/941950 - 995 1996 - 1997 - 1998 1999 ° - Total 2004 Total
I - R C - C o s dollarsinbiltions - :

Deny EITC to non-resideritaliens -~ 5 i 0000 ; 003, - 003 . 003 ° - 0.04
EITC information repornng for DoD ) s -
personnel S 000 001 . - 006 006 - 0.06

. Increase withholding on gamblmg S o ST B
winnings > $50,000 to 36% S . 026 0.12. 005 0.05  0.05
Withholding rate of 28% on keno, ' , I ’ ) ‘ ‘

" slots, and bingo winners > $7,500 ' - 015 0.06 0.01 0.0t .00

- Require information reporting on o o ) ' : '

* winnings of $10,000+ from gambhng o ‘ T T

. regardless.of odds _ . L0 . 04T 005 © 006 . 0.06
4% excise tax on net gambling ' o o : ‘ - L
revenue (except State lotteries) 045 T 063 0.66 069 0.73

. " Phase out dependent care tax credit _ ) R ST
for AGI between $90,000and $110,000 - s - 009 049 018 0.16 - 017

Total 097103 094 - 097 1.02

.- .Growth assumed to be.at the same dollar increment as between 1998 and.1999.



e . Offsets for Welfare Reform - =~ = L
s ' - .~ "Preliminary Estimates: Option A o _ |
. $obil — o I . - I .
o srbil 4 | N
o sebil |
S psshL © Non-AFDCC |
2 | Mandatory Savings Options e o
. ;?} $4 bil - and Others c
S $3bil ¢ o
S UTs2bil 4+ 3
| © -$lbil L |
, "$0 bil 2 S 4 | ) [ T i S T _
S 1995 1993 1997 . 1998 1999 2000 2001 2002 - 2004
| - - T : _ o _ o : | (3/i3/94 11:18 AM



| S . Offsets for Welfare Reform: = - - T
o SR * Preliminary Estimates: OptionB ‘ SRR o
| ., $8bil + S o o | SR I B
L. bt £ N B P PR
' i - B - Mandator, Szf{rings Opti_oﬁs R R L |
o g$5bil | o andOthe_r§ : , _ L .
@ sbil E e
© . $3bil + o
._ : ‘$2bil - ) -
. s1bit |
S $0bil = . "
1995, LTt 1997 1998 1999 2000 2002 2003 . 2004
oy S IR - . T O 3/18/94 1123 AM



Poss1ble Savmgs Options for Welfare Reform
- Extrapolated to 2004 B : S
B ' S S , . 5-year . % 10-year -
3716794854 . . ‘ c 1995 1996 1997 1998 1999 - Total 2004 Total

' ' dollars in billior}s

K h

Cap Emergency Assistance 1/ 026 0.35 - 042 050 0.56
_ Target Child Care Food Program 2 0as - 'O.E_i G230 027 0.30
. ‘Adjust SSI Deeming Rule % 2/ 038 Cody - ok 023 0.25

0.70
045
.0.35
Reapplication for SSICasesMost . . T .o 7
Likely to Improve - 2/_ ©0.07 T 016 . 0 026 0 037 042
TlghtenSponsorshlpand Ellglb:hty | R P - | o

- Rules for Aliens 3/ 027 - 082 . 13 170 - 214
- Total . © 094 -, 143 - 2.25 307 - 367

Notes on extrapo]ahons for 2000 - 2004 : .
"1/ Assumes that under current law, States w0uld take maxirmum advantage of EA by 1999 w1th i
_baseline growing by inflation afterwards. ' . : SR
2/ Growth assumed o be at the same dollar increment as between 1998 and 1999.
3/ Assumes that continued 1mm1grat10n would keep savmgs growmg slightly more than lnﬂahon
A 5% growth rate is assumed.



P0551b1e Revenue Optlons For Welfare Reform
) Extrapolated to 2004 - -

‘Growth assumed to be at the sla.m'e dollarrin_cremeﬁt as between 1998 and 1999.

Chbiie bl e

_ 28/5y

. 5-};ea.r . 1Q;year
3/16/94 8:54 ~ 1995 1996 1997 1998 1999 Total 2004 . Total
' ~ dollars in billions ' '
Deny EITC to.non-resident aliens 0.00 0.03 003 . 003 04 0.04 7 bk
} : luts "
EITC mformahon reporhng for D()D ' S . _' ‘ ('45"’”_”)
personnel ) .\._ 0.00 0.01 " 0.06 0.06 - 0.06 0.08 b .G\uurs
" Increase withholding on gambling’ . - , . _ )
~ winnings > $50,000 to 36% - - 0.26 0.12 0.05 0.05 - 0.05 0.07
© Withholding rate of 28% on keno, - - |
slots, and bingo winners > $7,500, 0.15- 0.06 0.01 0.01 0.01 .0.01
Require infofmation_l‘ reporting on
winnings of $10,000+ from gambling o - :
regardless of odds 0.01 0.04 0.05 0.06 0.06 0.10
* 4% excise tax on net gamblmg o : o '
re_venue (except State lotteries) 045 - 063 - 0.66 - 0.69 - 073 0.90
Phase out dependéﬁt care tax credit _ o
. for AGI between $90,000 and $110,000 0.09 - 0.19 '0.18 - 0.16 0.17 -0.19
' Total 0.97 1.03° 0.94 0.97 102 1.26.



Possible Savings Options for Welfare Reform

Extrapolated to 2004
_ 5-year 10-year
3/16/94 8:54 1995 1996 - 1997 1998 1999 Total 2004 Total
doliars in billions
Cap Emergency Assistance 1/ 0.26 0.35 0.42 0.50 . 0.56 0.70
Target Child Care Food Program 2/ 0.16 . 021 0.23 0.27 0.30 0.45
Adjust SSI Deeming Rule % 2/ 0.18 0.19 0.21 0.23 0.25 $ 035
Reapplication for 551 Cases Most ‘ .
Likely to Improve 7 2/ 0.07 . 016 0.26 0.37 0.42 0.67
Tighten Sponsorship and Eliéibility B - :
Rules for Aliens 3/ 0.27 0.52 113 170 214 273
Total 0.94 1.43 225 3.07 3.67 4.90

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 assutned.



Possible Revenue Options For Welfare Reform

Extrapolated to 2004
: b-year 10-year
3/16/94 8:54 1995 1996 1997 1998 1999 Total 2004 Total
dollars in billions

Deny EITC to non-resident aliens 0.00 0.03 0.03 0.03 0.04
EITC information reporting for DoD .
personnel 0.00 0.01 (.06 0.06 0.06
Increase withholding on gambling :
winnings > $50,000 to 36% 0.26 0.12 (.05 0.05 0.05
Withholding rate of 28% on keno, _ L e
slots, and bingo winners > $7,500 0.15 0.06 0.01 0.01 8.0
Require information reporting on
winnings of $10,000+ from gambling
regardless of odds 0.01 0.04 0.05 0.06 0.06
4% excise tax on net gambling
revenue (except State lotteries) 0.45 0.63 0.66 0.69 0.73
Phase out dependent care tax credit
for AGI between $90,000 and $110,000 .09 019 0.18 Q.16 0.17

: Total 0.97 1.03 0.94 0.97 1.02

Growth assumed to be at the same dollar increment as between 1998 and 1599,

Chbie dill e = 2957
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Offsets fq_r Welfare Reform Option B ASsun*_ting NonWeIfare Impacts . - o

L , ..+ LDoes not include two parentprdvision' S ) " S | |
7l S . : : O
~$6bil -+ e PR
gsbil b - e
' . Mandatory savings o
|~ options and others = ) - |
$4bil L - . ' - .
‘$‘0bil _l..: B i SR | 1 : it A ? ;
1995 ]996 1997 1998 '. i999 2000 - 2001 2002 2003 f 2004 o
‘ o . | o I - - :- N | l", : = 'March.m csltimat'es :



$ billions

: Offsetslrfor"Welfare Reform Option C Assuming:Nonwélfare Impacts

$8 bil Dé’es,_no_t inciude two parent- provisiorf. Non-AFDC chiid _care_wpuld be about half the o
' Option A level, and demonstrations would be 75% the Option A level. o

$7bil -+

. $6 bil

$5bil - o _
"~ | Mandatory savings
options-and others

MNon-AFDC Child Care

$4 bil
- $3bil

$2 bil :
‘ ork and Parental Responsibili

$1 bil
andatory savings options under consideratio

$0 bil : —
1995 © 1996 1997 1998 . 1999 2000 2001 2002 2003 2004

{ T ] i

I 1

March 18 dstimates



 Offsets for Welfare Refomj:‘()pt:ion D Assuming N_onWe[fare,Impac’tg ’

- - . L.

~ $billions -

s8bil T . - IR
S Does not include two parent.provision or non-AFDC child care.
_ ' - Demonstrations would be half the Option A level.
§7Bil -+ " |
$6bil + .,
$sbil - .o _-
| ~ Mandatory savings :
, options.and others
$4bil ~ - ‘ '
$3bil-
- $2bil
‘Work and Parental Responsibili
$1bil
. $0 bil - ‘ : _ .
1995 ©19% 1997 1998 - 1999 2000 2001 2002 © 2003 ¥ 2004 .

l

"March 18 catimates
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L T Offsets fd_r Welfare Reforxn"Option B :

S T : Does not include two parent provision:. o -

| O A N | - ' S
S -3 - Eoo
_ e ‘ :ngdatory savings' ' . . :
& ~ | options and others . R
e |
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| $2bil 1 .
S slbil A .
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| Olf.fvsets for Welfa.re Reform Option C

3

e, .

T Does-:no't include two p;{fént provision. INon-AFDC child care would bé about half the
Option A level, and demonstrations would be 75% the Option A level. :
L #

- _Mar}da:t;ory savings Non-AFDC Child Care and Reinventing

© options and others

J Mandatory'sévmgs options under consideration:

; { ] T T o ; . 1 '
1995 1996 1997 1998 .. 1999. - 2000 2001 . 2002 | 2003 = 2004

‘ N
'!March_ 18 gstima

tes
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S Lillions

* $3bil

~ $1bil

$8 bil -

$6 bil

$4 bil -
"$2 bil

$0bil

| Offsets for W'ellf_arle Refdfﬁi Opt_.ionl D

1 Does notinclude two parent prows:on or non-AFDC Chlld care. .
' Demonstratlons wou*ld be half the Optlon Alevel o "
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o Possible Offset Optmns for Welfare Reform

‘ Extrapolated to 2004

S-year

£
[

10-year

ﬂam dow- [:w 204 (0wt }?k
Ct—{c":bﬂ'_h ' :

: 1995 1996 1997 1998 1999 Total - 2004  Total
dollars in billions
y L _ .
nd 32vin ions Under ideration;
1 Cap Emex_’gency.Assistginc'é ) 1/ 026 035 0.42 0.50
2 Target Child Care Food Program = 2/ - 000 011 014  0.16
3 Tighten Sponsorship and Eligibility - | L
Rules for Aliens . 3/ 027 052 1.13 170
R : Subtotal 053 058 1.69 2.36
chgr Savmgs and RevenueS"
. ' Sagmgs
4 Ad]ust SSI Parent to Child Deemmg : Co
Rule . i | 2/ 018 019 021 023 0.35 |
5 Rt:app:icatjc}ﬁ for SS1 Cascs Most Likely _ o : : ;
to Improve _ ) 007 016 026 0.37 0.67 -
' - Subtctal 0.25 0.35 047 -0.60 1.02
Ta:: it Eligibility . 4/ .
6 Deny EITC to _non&esident aliens = - 000 003 003 003 0.04
7 Phase out dependent care tax credit for : : 2
AGI between $90000and $110,000 0.09 - 0.19. 0.18 0.16 - 0.19%
Subtotal 0.09 - 022 021 019 0.2

3/18/94 10:41 AM

1
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Posmble Offset Optxons for Welfare Reform
Extrapolated to 2004

Notes on ex l:rapolailorls for 2000 - 2004 )
Assumes‘that under current law, States would take maximnum advanlage of EA by 1999,
with baseline growing by inflalion afierwards, .
Growth assumed to be al the same doliar Increment a8 between 1998 and 1999.

1/

2/
LY
a/

A 5% growth rate Is assumed,
Crowth Rate assumed (0 be at the same dollar increment as between 1998 and 1999,

o _ : 5'—)‘:e.ar 10-year
) 1995 1996 . 1997 1998 © 1999  Total ta
i o dqlla?rs iin billions
her Savin, ngd Rev ntin ; i _
: . Tax Com;ghancg t4/
8 EITC info repo:'..ng for DOD personnel ~ 000 0.01 006~ - 006 0.08
9 Increase wi}thholdinglon gambling 3y o
winnings > $50,000 to 36% 0.26 0.12. 0.05 0.05 0.07
* 10 Withholding rate of 26% on Keno, slots, . o o
-and bingq winners >$7,500 G.15 0.06 0.01 0.01 “0.01
1 Requzre information reporting on - "
winnings.of $10,000+ from gambimg )
regardless of odds ‘ _ .
(except State lotteries) : 001 - 004 005 0.06 0.1
: B Subtotal - 042 023 016 017 0.26
- New Revenug -
12 4% excise tax on netgamblmg revenue N : . - _ 3
(except State lotteries) T 4/ 045 0.63 066 069 0.90
©° TOTAL 175 [ 240 318 402 467 651

3/18/94.0:41 AM.
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TABLE PRELIMINAHY REVENUE EST} MATES (FEDERAL AND STATE)
By flscal year in billions of dollars)

5 Year

5 Year

OF’TION 4 (Deem to Citizenship, Full 130% Tesi)

64.55

10 Year | 10 Year
;- Total jFaddral Total |Fedaral ‘
Cap Emergency Assistance 212 212 5.66 5.68 | -
Target Child Cara Food Program: 0.57 0.57 2.29 2.29
Conform AFDC to Food’ Slamps 130% of Poverty 6.99 3.84 14.18 \ 8.49 |
Raduce by 1/2 : 3.50 1.92 -8.59 5.28 |
Raduce by 1f3 : 3 4.66 2.56 12.78 ?03
Tghten Spnnsorshtp and Ellglblhty Aules
far Aliens:
Make curre_nt §-year S8l dasming rules
parmanant and extend to AFDC and - . :
Food Stamps and limit assistance fo o274 . 1.85 9.10 6.11
PRUCOLS T
Extand deeming period o7 years-- 3.45 232 11.99 798 -
Extend deeming peried to gmzenshlp L - 680 4.67 23.95 16.29 |.
EITC: Demal to non-resident aliens : -
info reportlng for DOD personnel . 032 0,32 0.90 0.90
Gamhlmg . . )
Incroase wnhholdang on gambling wmnmgs . .. . . .
>$50,000 to 36% ~ 0.52 ' 0.52 0.81 " 0.81
. Withholding rate of 28% on kena, siots, .
and bingo winners > $7,500 0.2% 0.25 .0.31 0.3
Require information raporting on :
- winnings of $10,000+ from gambling -
regardless of odels (axcept State fotterias) 0.22 022 .54 084
5% axcise tax on net raceipts of gambling ’ o '
aestablishments (except Stata loHariasg) 3.95 ©3.95 9.14 8.14
Cther: -~ : ,
Fhase down dependent care tax credit 10% for )
- AGl over S?O elo)4] Q.78 0.78 1.87 " 1.67 X
QPTION 1.(5 Yr Deaming, No 130% Income Test) 11.47 ‘[0.56 30.52 .27 .53
OPTION 2 (7 ¥r Deeming, 1/3rd 130% Income Tast) . 16,84 13.61 46.19 36,44
OPTION 3  (Deom to Gitizenship, 1/2 130% Tost) 1908 1532 . 5496 4299
2252 17.24 46.20
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Possnble Offset Options for Welfare Reform
Extrapolated to 2004

5-year’ . . 10-year' )

‘ 1995 1996 1997 1998 1999 Total 2004 Total |
, _ dollars in billions :
_ M'ain‘datorv-Sa_w’rings Options Under Consideration;.
1 Cap Emergency Assistance - /. 026 035 045 « 050
2 Target Child Care. F()od‘ Program 2 U._OO 0.00- 0;18 0.19
3 Tighten Sponsorshtp and Ei:glbnhty o o
Rules for Aliens ) 37 027 0.52 113 1.70
= shew o 9"“’"‘5 ~_ Subtotal 053 087 176 = 239 .
. . ‘ 1520
4 Adjust S&I Paremto Chtld Decmmg ' _ i - SRR
Ryle P 3/ 023 026 028 031 034 0.54
5 Reappllcahon for SSI Cases Most kaely o
_ . tofmprove . 2/ 07 . 016 026 0.37 - 049 1.00
' ' . Subtotal 0.30 0.42. 0.54 . 0.68 .83 1.54
- Ar)p [30?: CHitp-omef RIK b/yr.‘ ; . . C . ' ' '
5‘55- Sec BRBY Gorvs Ta;c“C'reéiit Eh'-gjb'fiim 4y
6 Deny EITC to non-resident aliens 000 - 003 -003° 003 004 0.04
7 Phase out dependent care tax credit for : o '_
'AGI between $90,000 and $110,000 0.09 019 018 © 016 017 0.19
+ Pt Gl s 470,000 b (0] o |
) 8Cafetena Plan Exemphon - CN/A N/A N/ZA - N/ZA . N/A _ N/A theot o secrncr
- E . can . . ; - ; f3 JLFIC,Q
L ' Subtotal 009 022 021 019 021 . 0.23 o
Cf-;"TS 5 1y 3 : . . ) . .
ik a 5 5 o
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P0531ble Offset Optlons for Welfare Reform

Extra polatcd to 2004

:5-'ye;-i:? 10-year -,

1995 1996 1997 1998 1999 ° Total 2004  Total
dollars in billjons '
her § 'vin '.nd'R venues- {continued):
 Tax Compliance 4/ : L S
'8 EITC info reportmg for DOD pcrsonnel 0.00 001 006 006 006 .08
9 lncrease wnhholdmg on gamblmg 'J . _ -
‘ wmmngs > $50,000 to 36% : 0.26 012 0.05 0.05 0.05 .07
10 thholdmg rate of 28% on keno, slots, : N _ . . '
and bmgo winners > $7500 015 0.06 0.01 0.01 0.01 001
11 Requtre |nf0rmat10n reporhng on
" winnings of $10,000+ from gambhng
regardless of odds S X
' (exceptState lotteries} . 0.01 -0.04 0.05- 0.06 0.06
' Subtotal 0.42 0237 016 037+ 019 _
New Revenue ‘
‘I2 4% excise tax on net gamb]mg revenue o o . . .
(except State Iottenes) 4/ 045 . 0.63 0.66 0.69 0.73 (_).9_0 _
| “TOTAL 236 . 333 413 485 7.19

1.80

1340

Notes on exlrapolauons for ?GCO 2004

194

2/
L o ‘ 3/
oo Y

Assumes that under current law, States would take maximum advamage of EA by 19‘9‘9
with baseling growing by inflation afterwards

“Growth assumied to be at ithe same dollar incremont as between 1993 ang 1999

A 5% growth rate is assumed.

Crowth Rate assumcd 10 be at the same dol]ar inaement as beiwe?n 1998'2nd 1999,

3/18/94 7.1 PM
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