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WELFARE REFORM MODELLING
~ JOBS, WORK AND CHILD CARE

1. MODELLING ISSUES:

BASELINE:
EITC _
HEALTH. CARE
TREATMENT EFFECTS:
JOBS IMPACT
'WORK IMPACT.
- TIME LIMIT
- CHILD SUPPORT

2. SAVINGS:

AFDC .
" FOOD STAMPS: -
© MEDICAID

3. NEXT STEPS.- PHASE IN

- STEADY STATE ' PHASE-IN

IMPACTS - .~ -IMPACTS.

o 5-108 0 .0
8-10% . 0

. o7-10% . 7410

;o o : ' o/
<5% - _
<58 ";:"gigr'

STRATEGTES AND 'SYSTEM. _CA.PACITY



AFDC CASELOAD AND JOBS o

Year Total = AFDC_UP Mandator. Average Prbposal

- AFDC T Cases  Monthly -(ACF) . .
1993 4978 0359 0610
1994 5076 0350 . 0643’

1995 5157  0.341 2043 0671 - 0.741
1996 ' 5260 0334 2063 0689 0785 .
1997 5373 0330 2128 - 0865  0.899
1908 5485 0327 2172 0658 1.041
1999 5606 . 0326 _ 2220 0650 1184 -

. Year  NewAppli Patticpati JOBS' . Total

Mandator 50% Eitension Work <24 Work >24 JOB+WORK _ *
: {(JOBS) o . (Active Part)
1995 0.201 0.101° 06000  0.000 0.101
1986 - 0.529 0.265 0.000° . 0.000 . 0.2656 .
1997- 0745- 0373  0.005 0010~ 0388

1998 0.875 0438 0026 - 0058 = - 0.522
1999 0962 048t 0054 . 0123, 0000 ' 0658

Steady St . 0.959 0480 0413, 0465. 0.825._  1.883
: _ o 2.362
PHASE-IN PLUS CURRENT PROJECTIONS
Year ' '
1995 0772 . 0772
1996° ~ 0954  0.954.
1997 1.043  1.053
1988 1122 1.180 .
1999 . 1185  1.308°



31-Jan-94

i:- m January 25 sllde show cases .

HHS " . OMB rough

. estimate
Total caseload o S -5.6 : - -
Child only fearehler . ag L ,-07 --a,r-«lmr»*"*
Talal adulf casés S S .
: , off welfare 102 07 Ve o
working while on welfare 07~ g 00,000 et ey e
JOBS/WORK program .~ 1.8  a2s b a3, V0

Nisabled/unable to work {(exempt) 12 _ 1.2. ~Qedoced XN v £5

an@s
1 HHS ls ful Inplomontation, described as 1999, Howaver, i implemantaion’ cannot ocour by 1999, . ‘
2. HHS "off wetlare® includas 7 - 10 paroent caseload (not exit rate} affact of health reform, £1¢. ' -
and 7 - 10 percent caseload effact of education and raining n expanded JOBS. Co '
3. OM8 assumes 10 pmmmmam«ﬂmmmm axempt and nonaxampt. E:shmahe
" o HHS olfwelfam about 5.
4. HHS assumaes those working hall-ima but stilt lnoome sligible w'lll rema]n on AFDC or retum
and have no time limit, 17 percent of nonexampts.
5. Large difference In JOBS/WORK program estimatas resuits mainly from HHS ‘woddng whila on welfare®
(ﬂmrdla:gar oﬂweifare [3)



" . . Reinvent govemment asslstance .

31-Jan-94

fram January 25 slide show - costs in billions _ HHS

_ eslimated

federal

2.8
12

total
Promote parenlal responstblmy and prevenl leen preghancy
C Improve child support enforcement -1.5
Provide services to noncustodial parents 05
*  Child support assurance demonstrations .. 0.4
: Make work pay .
Expand child care for the working poor .25
Provide access to education and {raining (JOBS) and work opportunlties
. - Increase funding for JOBS/WORK 46
Child care for JOBS/WORK reciplents .20
Waelfare savings from reduced caseload’ =20

Total 486

-1
29

Expand AFDC-UP and modify filing.unit 0.7

simplify asset rules and eamins disregards -
streamline other reporiing requirements

Total S | T2

Nates:

1. HHS astimates reprosont AFDC savings from .5m caseload dacline altributed to welfara reform,

2. OMB estimatss ropresant AFDC and food stamps savings 1/31 astimate nets cut addad food

. slamps and EITC due b impacts on work uptake,

OMB 1/25 OMB 1/31

federal

2:7

12"

-39

o1

tederal

28
06 -
2.4 2

09



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

Other Adult|  Tax - |_Mother & Chlidren _ Other Adult Comblned ' . Reductlon In Combined Disposeble income

L | Infilng - Fillng & AR ‘ N _ Benefits  Benefi  25% Claw Back . 25% Glaw Back  25% Claw Back  25% Claw Back
o unlttor: |  Status AFOC .+ - T - " _ Taxed  Taxed . olAQI+EITG+  of AGI+  of AGI+ENC+  of AGH+

n In- |Other = . Focd - Housing ' ] ' Dlsposable .plsposab!e- TAEITG  &EMGnot TVolslBenefils  Total Bensfits  Total Beneflla.  Total Benefita-
e | AFDC Kind|Adult Mother Sta.mbs Sub_sidy' ‘Eamings EITF:- Incoma “Income " Reduoed Reduosd - TmxTheshtd -7u§rhm{w 1_25-Povrpun':a 1.25¢Povihiahla
- . s dnf| 9,420 0 5000 286 4,403 13,828 0o 0 0 0 -0 0

2 - - “HH dnt| 9,420 0 . 5000 2000 ' 6118 15538 0 0 195 0 0 0

3 %4 dnf| 9i420 ;0 5000, 2,000 . 6118 15538 0 0 205 0 0. 0
4T L X s dnf| 9,180 -0 5000 " 286 4,403 13,583 s 0 C0 . ¢ -0 0

5 X HH .dnf| 9,180 0 5000 2,000 6,118 15,298 0. 0 155 0 0 0
6.+ X J Jl 9,180 0 5,000 2,000 - 6118 15,208 0 0 145 0 o - 0
70X X 4 | 7608 0. 5000 2000 6118 13726 = 0 0 0 0 L0 0
8 « .. .8 dnl] 9420 0 10000 O 7643 ‘17088 . O - O .0 0 0 .0
L .« HH '._dnt 9.620 0 10,000 3,272 11,507 20,927 1.7{17 . 587 1 570'- ) 945 1,269 451
1oL .. J anf|’ 9420 ‘ © 0" 10,000 . 3,272 11,507 20,927 1,753 573 1773 - 955 . . 1,077 : 259 |
11 X § -dnf] 7,980 -0 10,000 0 7643 15628 - 0 -0 .0 -0 0 0
12 . X HH dnf| 7,980 -0 10,000- 3,272 11,507 19,487 ~ 1,400 423 1,330 705 1,028 - 211

1w - x 4 g 7980 010,000 8272 11,507 19,487 1,834 857 1,413 585. . M7 D

X X ds 2,940 0 10,000 3,272 11,507 14,447 270 o 183 . . 0 - 0 0
5 - - -8 dnf] 9,420 . 0. 15,000 0 - 11,454. . 20,874 0 0 0 o .0 .0
16 - soooHH o anf] 9,420 ¢ 15,000 2,362 14,783 24,203 2,265 - 942 - 1,570 - 1,570 2292 1,701
7 s J.oodnf| 9,420 € 15,000 - 2,362 - 15,158 24,578 2,646 1,323 2,355 2205 . 2,100 1,508
18 - X 'S dnf 6924. - 0 15000 = 0 11454 18378 ~ - 0 . 0 - 0. o o 0
1 - X HH dnf| 6,924 0 - 15000 2,362 14,783 21,707 1,665 692 . 1,154 - 1,154 1,876 1,285
e o+ X J J' o B,924 0 15000 . 2,362 15,158 - 22,082 1,921 949 1,731 1,581 - 1,476 . . BBs -
.21 X X oJ g4 1,740 0 15000 2862 15158 16,898 = 415 171 435 _ 285 180 o 0.

Notes: If the other adult claims the children for tax purposes, tha mother's taxeble income is sot equal to 1/3 of her banefits (when banefits are taxed}. Howaver, when the other adult doss’
not elaim tham, all 1ax related to banefits is withhald from tha mothar's benefits. When the othar adult files Jointly with the mother, his/her tax Uabillty equals thelr comblined tax minus
tha:amount withhald from the mother's benefits—the Incramant in tha othar adult's tax liability from the children’s share of benefits is subtracted from the EITC. When tha tax thres-
hold is the basis of the benefit claw back, tha maxlrnum banot‘t reduction Is 25% of total benaf ts: when 126% of the poverty threshold ls used 100% of benefits can be clawad back.



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

Current Law Reductlon In Dlaposable Income
L | Number ' Benefita  Beneflls 25% ClswBeok  25% ClawBack  25% ClawBeck  25% Claw Back
| of . . Taxed Taxod of AGL+ ENTG 4 ot AGI+ ot AGI+EMC+ - .ol AGIF
fH Moanths " Annual Food Houslng Disposable LEITC & EITC not "Total Benefits  °  Total Benefits Total Benafite - V*roma-n'.m..
o | Worked | Eamings AFDC . Subsldy  Jncome : ' Reduced”  Heduoed « TaxThrshid « TaxThrshld  125*PovThrshld - 1.25*PovThrshid
1 0 0 6924 2,496 . 0 . 9,420 _ _ 0 . 0 0. 0 0 0 -
2 5000 3,462 2238 0 11,818 0 0 50 0 0 0
3 5,000  .-2,884 2,504 0 11,506 v 0 S0 0 ‘0 0
4 10 5000 3,124 2,436 0 11678 . 0 0 15 - 0 0 0
5 12 5000 3,360 2364 - O 11,842 . ¢ 0 56 0 0 0
6 t2wosans | 5,000 “ = el 6118 - - . - - =
7T 6 .19.0__00 ' - 3,462 1,248 ) 0 16,217 1,180 332 ' 1',17& _,:553 877 59
8 -8 | 10000 2,308 1352 ¢ . 15,167 goz2 - 174 - - 916 290 - 814 0
9 10 10,000 - 1,154 1,666 0 14.327: _ '49_9 48 . 705 - 80 404 .0
10 112 - 10, 000 0 1,980 0 13,487 274 0 . 485 0 © 194 ¢
[ 11 12webats | 10,000 - - - 11,507 - - - - - . -
2. 8 15,000 - 3,462 { 1,248 0 19493 1689 707 . 1,178 . 1,178 1,899 1,809
13, 8 15,000 2,308 832 0 - 17,928 1,132 471 785_ . - 785 1,507 916
4. 10 {15000 1,154 416 0 16353 . 566 236 393 393 1,114 524
15 12 15,000 0 780 0 15563 281 17 195 195 780" 326
_ ] 16 1zwiowans | 15,000 .+ - - 14,783 - “ T e - - o
e 20000 _ 3,462 1,248 .0 . 22,808 1,699 707 1,178 1,178 2,886 2,559
|18 8 | 20,000 . °-2,308 832 0 20,738 1,132 471 - 788 785 - 2,493 2,166 -
19 10 20,000 1,154 418 0 19,168 ~ 566 236 a8 383 1,570 1,570 -
200 12 20,000 0 0 0 17,598 0 0 0 0 0 -. 0
2-1 ﬂifobnm 20,000 o - b - 17 598" - ... e -— - o —_

Notas: EITC fully Implemantod to tho 1696 levals, Work expense equals 10% of eamlngs up to a cap of $38 per ‘month. No child care expenses are assumed, Tha AFDC banaﬁt
assumes & $120 income disregard. When no housing subsidy 1s avallable, the food stamp banafit calculation assumas a $103.50 axcess shelter cost deductjon 50% of
the maximum. The housing subsldy benefit caloulation assumes a 45th percentils FMR of $819 per month for New York. When the tax threshold Is the basis of the benofit
claw back, the max.lmum bensefl reduction equaly 25% ol total banems, when 125% porccnt ol the povarty threshold is used, 100% of boneﬂts can be clawed back.

. NY CLWBK
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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 & Children Other Adult ~ Combined. Reductlon in Comblined Disposable Income

L In fillng - Fillng - . ‘ Bonofits . Benafits  25% Claw Buok 25% Claw Back. 25% Claw Back  25% Claw Back '
. unit for: Status. .| AFDC + : . . Taxed Taxed of AGI+EMC+  of AGI+ uler+5nc+ of AG+

n in - |Other Feod  Housing . ‘Disposable Dlsposable &EITC  &EMNCnot Total Benefits  Totaf Benefis  Tolal Benofite«  Total Benefits -

e | AFDC Kind|Adult Mother| Stamps Subsidy Eamings EITC . Income Incoma  Reduced  Reduoed - TaxThrehld - TaxThrshid | 1.25°PovThrshid uswewmm:q

1 -8 dn! 9,048 - 7,854 5,000 286 ‘_ 4,403 ‘.21;34‘5 666 - 666 1,111 - 1,111 . . 617 .. 817
2 HH onf| 9,048 '7,894- 5,000 2,000 6118 - 23,0600 569 569 . 1,449 - 949 955 . . 455
3 . J o and 9,048 7,894 5,000 2,000 6,118 . 23,060 951 = 951 _ 2,086 . 1,586 1,390 890
4 - X dnf] 8,808 6,394 5,000 286-- - 4,403 19,605 | 405 405 - 676 ‘676 182 o182
5 X . HH dnt ‘8,_8_08' 6,394 5,000 ° 2,000 6,118 = 21,320 385 395 1,158 - . -659 665 . 165
"6 - X o J] 8,808 ¢ 6.394" 5,000 2,000 6,118 21,320 €90 690 1,651 1,151 955 455
7 X X J J ‘7,236_‘ - 7,068 5,000 2,000 6,118_ - 20,422 - 556 556 1,426 926 - 730- 230

8 - $ dnfj 9,048 7,894 10,000 0 - 7,643 - 24,585 566 666 1,111 1,111 617 . 617

.9 - HH  onf|-. 9,048 7,894 10,000 3'.272 - 11,507 28,449 3,555 1,319 2,824 2,199 2,523 1,705
10 - - .J onf| -8,048. 7,804 10,000 3,272 11,507 28,449 3,937 1,701 3,653 2,836 2,958 - 2,140
7 X dnf 7,608 4,894 _ 10,000 0 7,643 20,145 0 0 -1 1 . 0 0
122 - X - HH. dnf| 7,608 4,894 10, 000 3,272 11,507 . 24,009 2,488 8756 2,084 1,459 - 1,783 - 965
13 - X J |+ 7,608 | 4,894 10, 000 3,272 11,507 - 24,009 ~ 2,648 1,035 = 2,543 .. 1,726 -"_1,848 1,030

14 X X J J | . 2,568 i 6,972 10,000 3,272 11,507 21,047 1,787 - 5 1,808 - 985 ~ 1,107 289
15 'S dnt| '9,048 ' 7,894 15,000 0 11,454 . 28396 - . 666 666 - 1,111 1,919 617. 617
16 HH. dnt| 9,048 7,894 15000 2,362 14,783 31,725 4,056 1,694 2,824 2,824 . 3,545 . 2,955
17 -, . J dnt 9,048 ‘7,894 15,000 - 2,362 15,158 32,100 .4,813 2,451 4,236 4,086 18,980 - T 3,390
18 X . dnt| 6,924 3,394 15000 O 11,454 ~ 21,772 0. 0 0 0. 0 .0
19 . X -HH dnf|. 6,924 3,394 15000 2,362 14,783 25,101 2481 1,032 1,720 1,720 2,441 1,851

20 . X4 6,924 3,394 15000 2,362 15,158 = 25,476 2,907 1,458 2,580 2,430 . 2,324 1,739

21 X X J J|. 1,368 5472 15,000 2,362 - 15,158 '21 998 1,896 936 - "1,710 1 560 _ 1,455 . 864

i

*

Notes If tha othe adult claims the children for tax purposos tha mother's taxable Income Is set aqual to 1/3 of her bensms {(when bonofits are taxad) However, when the other aduH ‘does .
not clalm them, ail tax related to benaefits is withhald from the mothar's banafits. When the other adult files [elntly with tha mother, tils/her tax Hability equals thelr cembined tax minus

. the amount withheld from the mother's banefits—~the increment In the other aduil's tax Ifa_bllily from the chlldren’s share of benefits Is subtracted from the EITC. When the tax thres-

holc? s the basis of the tensfit claw back, the maximum baneflt reduction Is 25% of total bensfits; when 125% of the. poverty threshold Is used, 100% of benefils ¢an ba clawed back.



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

Current Law Reductlon In Dlaposable Incomo
L ‘ Numbar ' Bopefila . Bensfils _ _ 25% Claw Bagk  ~ 25% Claw p-:t 25% Claw Back 25% ClawBeck
] -of . . . Taxed =~ Taxed OTAGI+ENC+ . . of AGL+ of AG + EITC + of AGI+
" n | Months [~ Annual = Focd  Housing Disposable  &EG  4ENCaot Totil Bsnefita _  TotalBeriefita  TolalBenefita:  Tolsl Benefits -
) Worked Eamings AFDC Subsldy - Income Reduced Rieduced « TaxThrshtd - TaxThrahid 1.25PoyTheshld  1.23*PovThrshid
1 0 0 6,924 2124 - 7,894 . 16,942 . 866 . 666 RRA 1,111 617 617
2 6 | 5000 3462 1,866 7433 18879 1009 789 1,815 1,315 1,322 D822
a8 5000 2,884 2,132 - 7,606 18,740 959 768 1,781 1,281 o 1,287 787
4 -0 | 5000 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 1,020 797 - 1,828 - - 1,329 1,335 835
6 1zwebsu | 5,000 - -~ - g8 '-- - - - . -
.| 10000 3462 1,062 . 5933 21964 3,253 . 1,194 2614 .. 1989 . 2,313 " 1,496
B B 10,000 2,808 ~ 980 6279 21,074 2932 1,060 2,392 1,767 . 2,091 1,273
~9 -10_ | 10,000 . 1,954 1,294 6,626 - 20,581 2,754. . 986 ' 2,288 1,643 1,968 1,150
10 12 10,000 O 1,608 6972 20,087 2576 - 912 2,145 - 1,520 1,844 1,026
11 1zwobats |* 10,000 - - - . 11,507 - - - - = .
12 15,000 3462 1,062 4,433 23,740 . 3,230 1,344 2239 2289 . . 2961 . 237
13 15,000 = 2,308 708 4779 22,579 2,811 1,169 1,949 L 1,949 - 2,671 . .2,080
14 10 15000 - 1,154 854 5126 21,417 2392 ~ 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 12webnte | 15,000 - - - 14,783 . - - - - -
17 s 20,0000 3,462 ' 1,062 3,947 . 26,089 2,579 1,271 ° 2,118 2418 . 3826 3,499
8 8 20,000 2,308 708 3,279 23,893 2,253 944 . 1,574 1,574 . 8,282 2,955
18 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. 0 . 3972. 21,570 - 1,432 596 993 993 2,701 2,374
3] 1zmrobn'm 20,000 - —. - 17,598 - . - - - -

Notes EITC fu!ly implemanted to the 1596 Iavals Work axpanse equals 10% of aam]ngs up to a cap of $BB por month. No chlld care expenses are assumed The AFDC benefit
agzumes a $120 Income disragard. When no housing subsidy ls avaliable, the food stamp benefit calcutation assumas a $103.50 oxtess sheltar cost deductlon, 50% of

the maximum. Tha housing subsidy banefit caleulation assumes & 45th percentile FMR of $819 per month for New York. When the tax thresheld is the basls of the banefit
claw back, the maximum benefit reduction equals 25% of tolal benefits; when 125% percent of the poverty thresheld Is used, 100% of benefits can be clawed back.

©-NY CLWEK
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235
‘ TABLE1 e
USAGE OF THE EITC, 1986 THROUGH 1991

ACTUAL DATA VS. TRIM2 SIMULATED DATA ~

Ndmberefunitstaking the EITC ° . °  Total Amount of the EITC_

{in thousands] - - o ____(in millions of current dollars}

Actual  TRIM2 TRIMZ/AcL - Actual  TRIM2 TRIM2/AGL,
1985 7156 . 4928 - 314% - - 1986 ' 32009  $1412  29.7% .
1987 8738 6.941  -206%- S 1987 33931 - $2818  -28'3%
1988 11.148 8979  -19.5% 1988 $5896  $4.409  -252%
. 1989 11,696 8971 -233% 1969  $6595  $4.655  -29.4%
1990 12,612 9508 - 246% ' - 1990~ $6928°  $5061  -26.9%

1991 13,665 - 10,280 24 8% . oo 1991 $14,105 . $7.940 -28.5%

. Average amount of the EITC
{current doltars)

“Actuai - TRIMZ TRIMZ/ACL,

1986 $281 . $287  2.14%. ' L
1987  $450 @ . $406 -9.8% )
1988 . $529 $491 -7.2%

1989 . $564° . $519 -8.0%
1990 $549 ~ $532 3%

1991 . $813 - §772. - 5.0%

Actual Data:-

Actual data for 1986-1990 are frorn the 1993 Green Book, page 1058 a table prepared

by the Joint Cammittee on Taxation. Data for 1991 are from unpublished IRS tabulations, which
gave higher figures for 1991 usage of the EITC than the preliminary 1991 numbers in the

. Green Book. We need 10 confirm that the 1986-90 vs. 1991 figures are consistent.

TRIME Data _ A
Over the pericd from 1886, variuos |mprovements were made to the simulation of the EITC. The
- improvements have ail been in the direction of increasing the number of units considered by the
model ta be eligible for the EITC. Overall, we think the cufrent methadology counts abouts
" percent mare tax units gligible for the EITC than the 1986 methodology. In a full-scale analysis,
we would rerun 1886-1890 simulations using today’s EITC methocdology.

ye?
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Sabelhaus (1/28/94)
: Prehmmary Fmdmgs on Lomplex Households :

L A complex household. is one in _whu:h (a) there are one or more people receiving

' AFDC/SSI in the baseline, and (b) there is at least one person not receiving AFDC/SSI,

but receiving some ather type of income. Qverall we estimate there are about 3. 5 million
complex households

2 Thc three subsets of complex are (a@“relaled person of opposite sex plus or minus - -
- ten years of age living with AFDC/SSITecipients, (b) one or two grandparents living with
.AFDC/SSI unit, where both child and grandchild(ren) are present, and (c) all other. We
estimate that about 11% of complex households (235 thousand) are type (a), about 16%
(338 thousand) are type (b), and the large majority (73%, 2.6 million) are typ'e ().
3. The first panel in the table shows the distribution of complex households by intdmé. ‘
‘received in_non-transfer unit. This "gives an indication of how many non-transfer
rcccwmg people in complex houscholds might be gammg taxes,

4. The next two panels bhOW our estimates of the maximum number of housaholds where
gaming might be occurring, and the possible dollar value. We pseudo-simulated using -
the following rules: all non-transfer unit members jointly filed a head of household return,

~ claiming all household members as exemptions. The EITC is computed using the non-

- transfer unit earned income, with 1996 rules deflated to 1991 dollars. (We messed up!

- Not having the number of kids on our extract meant we had to assume all complex
households could take the EITC ---we need a new extract with presence of children

- indicated sO we can screen soie moare pcOplc out) If the new computed tax was actually
higher than the TRIMZ baseline, we assumed no gaming -- something was going on that -
caused taxes to be lower than what the pseudo-simulation could measure. :

- The middle sccuon shows the fractlon of complex households who may be gaming.
- Overall, 14% of the complex could achieve: lower than baseline taxes if they took all
household members as exemptions and used the EITC. “This is comcntrated in the lower- -
. income groups because of the EITC.

Thc final panel shows the' possible gaming amounts for households. The possible EITC

gammg dominates the personal exemptlon effcct Note-the distribution and the average
of the total and EITC plecc . ‘ : ) -

). 317‘?/ M
oy W7 Mﬁmﬂ




Table 1, REVISED

' Complex Housholds' Pereant Distribution By Non- Transier Umt'2 AGI

-

I Hou#ehélds

: (;I Complex -

$5.,000-; $10,000- $15.(}00- $20,000-1 $25,000- $30.000-" $35 000- $40 000-| $45,060- | ’ r I
1{Thousands) | < $5 000] .9999| 14989| 19,999| 24,995! 20999 34.999| 39999, 44,999! 49.999|$50,000)  ALL!
_ 3,529 29.4%[ . 13.8%| 13.5% 3.5%( 6.5% 58% 3.9% 3% 26%{ 2.3%! '9.8%| 100.0%
| Opposite-sex unrelated’ 383 233%) 21.6%| 229%| 11.8% 9.0% 3.6% 4.3% {.4% 1.8% 0.0%] 0.8% 100.0% |
Grandparent! - 554 - 21.7% 9.8%| 10.8% 8.1% 7.3% 8.8% 5.0% 4,.9% 3.7% 1.5%] 17.5%; 100.0% |
Other complex 2592 31. 9%_ 13.5%(  128%| - 9.2% 5.9% §5%| __ 3.6%|  29%1 24%| - 2.9%| 9.4%[ 100.0%]
Table 2 o
Complex Housholds' Percenl Who MtghlBe Gammg . -
T | ¥ FHouseholds $5,ooo- §10,000- 515000 $20,000-] $25,000- | 330, 536- i$35 ooo~ . $40,600- '$45 000 I
3 {Thousands _1 <$5,0000 9999 14,999] 19,999] 24,999| 29,999 34,999; 39,999 44,899 | 49,998] $50,000 ALL
Al Complex CA) 3529 15.0%] =~ 36.1%| 37.7% 4_0“7% 21.7%|  20.7%, - 249%|. 206%' 14.8%| 4.7%| 5.5%, 20. 6"4(5)
| Oppos fte-sex unrelatad’ 383 | 27.8%, 558%| -506%| 48.6%) 37.2%| 608%| 73.8%| 00%| -00%  na! 00%| 44.3%!
© Grandparerdt. 554 154%|  44.3%| 80.9%' 40.1%) 15.3%)| 28.1%| 209%| 20.1% 1_2.5%.» 0.0%| 55%| 21.7%
| Other comglex 2592 19.6%| _30.2%| -85.7%| 39.3%| 20.0%| _14.0%!. 17.4%| - 223%| 172% 5.8%|_ 5.5%) 20.9%]
TableS
Complex Houshords’ Average Garmng Amount
o ~ (¢ Housenhalds |- $5,000-1 310, eoo $16,000- | $20.000- $25,000- _$so,ooc‘ $35,000-] §40,000-] 84,500 | T
= |{Thousands). | '<$5000] 0,989 14,999  19,899| 24999| 29.999| 34,99¢| 39,999| . 44,999 49,999)$50,000. ALL' _
Al Complex 3529 '§703|  $1.732| 91898 $1,364% 1,110 §781 $889" 5497  $936| §1,054| 315771513453 ©)
Opposne $€X unre[ated’ . 383 $904( $2,495] -$2,825| $1,965 s014{ $1,145| si1i2]  na na. o na| $1 9891
Grandparent! 1. 584  $873| $1,600| $2.455( $@85; 31,337 $616 $202  $184 $639) . na  $830] $1,188
| Other oomElex. 2592 _$630|  $1430; $1475: $1.332; $1.147 §752,_ $939 $667) §1.006| $1.154] 81 876_[ 31 179]

! Comp[ex hougeholds are. dehned as households in which there Is transfer | mcome roceived and there is other 1a>tab!e lncome recewed
by a househeld member outside of the transter unit.

*Non-transfer unil refers to the members of the househoid nat receiving transter income

* Opposile-sex varelated households are those in which the non-transter unit is headed by an unrelated person of t‘ne oppostla 58X
o fhe head of the lransler unil, it the head of the ransler unik is unnmarried,

. AGrandparent househoids are those in which the transler unil containg an adult and Wisther chdd and lha non- 'Lransfer unit contalns a

garent of the transfer unit adui!
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Bl
- Here is the rewsed 1able { dont have time to write 3 thorough memo before 2:00.

The number ol possrbie gaming households is now about 833 thousand The new estimated possrbte
gaming amount is about $1.2 biflion; about 63% is due-to the EITC, the rest is due to-personal
' 'exemptmns andfor the head of household filing status changlng the standard deduction

E .As before, V\{e have split housenolds into transfer and non- ransfer- umts. If the transfer unit does not file
a tax return, the non-transfer unit is then altowed to (1) file a head of household ($5,000 standard
deduction} retumn, {2) with all household members as examptions, and (3} takes the EITC if eligitle. - Afl
kids in the hOUSehold ars used for the EITC calcu!ation. o ' :

......

But at lsast one caveat still exists. We may not be getting the maximum gamlng because the naon-
transfer unit has been aggregated. My example o you was three sisters;-one on AFDC with her kids, the
other two single and eaming $15,000 a year. | am combining the two working sisters (they are the "non-
transter unit”) and filing a tax retum for them: for EITC purpases; the two sisters are better off filing
separately.

My next step is to have the programmers pull another extract where the non-transfer unit is kept
disaggregated if they file separate tax returns in the basehne I daubt that will raise ihe potential gaming
eslimate much. _ :

Frnatly, | want to ceinforce that this $1 1 billion possmle gamlng number comes from usrng 1996 EITC -
rules; we can't think of the 833 thousand househoids as being 20% of the missing 3 million EITC filers, or
the 63% of 1.1 billion ($700 million) as belng 20% of the over- claimed ETC amoum

Piease call {after the meetmg"} and we'll talk about formal zrng this approach and getting some more
results and details over to you. .



Table 1 -Census and IRS Prellmmary Data for Head of Household Returns
(Numbers in thousands) '

Head of Household Returns

' . Adjusted Gross |n_co'me -Census RS IRS/Census
$1 to $4,999 1,363 “"1,490 " 1.09
$5,000t0 9,999 - - -1,555 2,749 1.77
$10,000 to $14,999 . . 1,643 2,642 1.61
$15,000to 19,999 1,320 . 2,077 1.57
$20,000 to $24,999-- 1,007 1,698 1.69
$25,000 to 29,999 - 639 . 967 151
$30,000 to 39,999 - 867 1,092 126
- $40,000 to $49,999 L 480 529 110
$50,000 to $74,999 283 - 352 1.24
$75,000 to $99,999 74 . 72 C0.97
$100,000-t0 $199,999 43 S < 1.70

 $200, OOO and over - 9. BRI S . 0.56 .

Total 9282 13,793 '1.49
" Summary:
$1t0$4,999 1,363 1,490 1.09°
' $5,000 to $24,999 " 5,525 9,166 . 1.66
$1to $25,000 6,888 10,656 1,55
$25,000 and over 2,395 " 3,090 - 1.29
Total | o 9,282 3 13,798

1.49

Séurce; Census figures are estlmates from Census snmulatton model usmg CPS data.

IRS data are from the Statistics of Income (SOI)



Table 2. ~»Census and IRS Prellmmary Data on Head of- Household Returns o

Clalmmg Earned Income Tax Credit, 1992.

(Numbers in thousands)

Returns Claiming EITC "

A

* Adjusted Gross Income '~ Census © 'IRS " IRS/Census
1$110$4,099 1455 1,899 - 131
$5,000 to $9,999 - 2,084 3,399 '1.63°
$10,000 to $14,999 2:843 . to 3590 1:26
$15,000 to $19,999° 2839 a0 34720 112 .
-.$20,000 to $24,999 - 1282 0 . 71,338 1.04 -
. '$25,000 and over - - ONA - o NA NA
o Total £ 10,504° 13438 128
: -'_Su_mr'nary:_. |
U$110$4,999 -, 148500 . trgee 13t
" "$5,000 to $24,999 79,048 711,499 coter s o
' ,.$1 to szsooo - * 10,503 13398 o128
- Total '-'1"0,504"\"' 13,433- | 1i2:'a

Source: Census f:gures are est;mates from Census 51mulat|on model usmg CPS data

IRS data are from the Statistlcs of lncome (809).



'Table‘a.--Cerisug Head of Household Returns 'Clain‘ting EITC by Family Type, 1992

(Numbers in thousands) "

Family Type =

Single-Parent

Single-Parent '

Adjusted Gross [ncome  ~  Total  Married Couples Males Females
$11t0 $4,999 1,455 o ant 86 - 997
~ $5,000 to $9,999 " 2,084 783 173 . 1,128
$10,000t0 $14,999° 2,843 1,398 174 - 1,271
$15,000 10 $19,999 2,839 . 1653 " 201 985
$20,000 10 $24,999 1,282 . 812 - 110 360
$25,000 and over | 0 0" 0 0
Total 10504 5018 744

" Source: Bureau of the Census.

-

4742



' MEMORANDUM

Date: - .‘ February 2, 1994
. From: - ‘ ohn Karl Scholz
To: ) | , Wendell Primus
Subject: Reduc;ng the Amount .cof EITC Beneflts on Self-‘

employment Income

A

_'Background

- By 1996 a worker with two quallfylng chlldren and $8,425 in
self~employment income will be entitled to receive a $3,370 EITC.
Filing a return. and claiming the credit would obllgate the
.taxpayer to pay $1,289 (.153*§$8, 425) in Social - Security payroll
- tax, but the taxpayer would receive a Social Securlty retlrement
- eredit and a cash benefit of $2, 081.

-0 This situation proVrdes an incentive for individuals with
- earned income less than the amount needed to claim the maximum
- EITC to report fictitious amounts of earnings. The problem is
-partlcularly acute for taxpayers who report self-employment
earnings because the amount of such income cannot easily be .
verified by the IRS, :

- Most wage and salary income . is réported on W-2's, which
employers provide their employees and the IRS. . Social Security .
records could also possibly be used tc verify. reported wage and
~salary income. ' There are no such cross—checks for selfm-

—employment income.

- It is a concern that a couple well«pub11c1zed cases where
:taxpayers,elther make up fictitious self-employment income to

. receive the EITC, or adopt "legal" arrangements where neighbors
pay each other to watch flower beds will undermine publlc and
CongreSSLOnal support for the expanded EITC.

o A possible solutlon is to limit the EITC beneflt to no more
than 15,3 percent of .any self-employment income .{or any income
not reported on W-2's) reported by taxpayers in the phase- 1n
range of the credlt

-~ A taxpayer with wage income or wage and self-émployment ”
income would not suffer any decrease in the portlon of hls or her
- EITC benefit calculated as a percentage of wage income. .

o The proposal w111 not generate a large amOunt of revenue. I
estimate that 6.4% of the 1990 EITC income base came from
self-employment income. If the EITC tax expenditure in 1998 is
$24.5 billicon (an early JCT estimate), eliminating self-~ .
employment income from the EITC income base might- yleld roughly



$1.57 billion. Since the.proposal_reduCes the EITC on self-- " ‘
'employment - oL P 3 S : -
income by roughly 50% a rough calculaticn suggests this proposal ,,//
,would yleld in approxlmately $. 8 bllllon annually

- I suspect it would save conSJderably more in the future‘by
elimlnatlng an important avenue for noncompllance,,though such
savings will not appear in off;cxal scorlng of the proposal

o) Adoptlng the proposal would lead to inequitable treatment of

iy

.honest taxpayBrs w1th self employment relative to wage earnersl
- Inequ;table treatment of wage and self-employment ‘income

could be addressed through benefits belnq granted to entrepre-
neurs and small bu51ness by the health 1nsurance proposal



Note to: Alicia Munnell, co | - " February 2, 1994
Erlc Toder ‘ ‘ o IR

From° . Wendell Prlmus Con
‘re: IRS data to Census

Bacquound:

As you know, we are trying to ascertain data that will give us a
better understanding of who files Head of Household (HH) returns
and claims the EXITC. All modelers’ (Karl Scholz, Urban ~
Institute; and Census) under-~estimate the number of HH returns
and the number of EITC clalmers

IRS provmded 1990 Ind1v1dual Master Flle (IMF) data to Census to-

- match with CPS (1990 income year) so that theéy would have a

matched data~set with IRS IMF income data, Census household and

family demographic data, and Social SecuritY'Administration data.
The IMF data set provided to Census did not contain a data field
on whether the return claimed EITC or the amount claimed.

In order to éet get significantly better'infofmation on the EITC
and HH puzzle, Census needs to have IMF data on EITC to add to-
their household matched data-set. ‘ .

Reqg uest :

I would greatly apprec;ate anythlng you could do to facilitate
having IRS provide the following data to Census so that they can
"analyze the matched data to provide us with a better understand-
ing of who claims the EITC and whether they appear to be a"
legitimate claimant based on the tax-filer’s household composi-
tion and reported income. I understand there may be two .
problems the regulations that 1list the data which the IRS will -
provide Census and technical problems associated with IRS
computer workload and whether they still have the 1990 IMF file. .
‘We have looked at the regulatlons and believe that - you can make a-
‘plausible case for providing these data to Census, but may not be
sufficiently sensitive to this policy issue. 0bv10usly, you are
a better judge of whether the technical prohlems can be over come:
and how long it might take

The data flelds 1lsted below . can be either for the entire 1990
IMF data or Just the sub-set of IMF filers that claimed the EITC.
Census has given me two lists of fields that would provide them
with the necessary Lnformatlon——one assures better matches and
the other prov1des the mlnlmum necessary data set:

(1) A more extensive file that contains the following data
fields: Filers’ SSN, type of return, AGI, wages, amount of EITC
claimed, number of EITC children, child~at-home exemptions,  and
ch11d~away exemptions. > ’ S



(2) A limited data set of Fllers' SSN amount of EITC clalmed or

whether EITC was clalmed

Bill Prosser (202 690- 68005) on my staff and Chuck Nelson-

Census (301 763-8029) are the best contacts ‘for technical

related to thls request.

Thank you for your assistance on this matter,

at
issues
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AGEN DA

WELFARE R.EFORM FlNANCING MEETLNG

- February 1, 1994

' GOALS:

1. Agrce on our numbers (HC) : .
2. Dcvc[op a range of options on costs of pmgram and offscts to pay for it. (We don't
have to reach consensus, but we need to come up with-a list of Optlons) -

Workmg Group and HHS havc madc great progress in dcveiopmg a plan. But much
of our dlscussq)ns have taken place w1th0ut full alrmg of the budgetary tradeoffs. =

As-we prepare to take these questions to the President, we nccd to bc aware of all

“those tradeoffs, on both the cost and offset suies of the equanon

[ would propose that we pick up this discussion wher_e we left off in the Roosevelt
Room, with David/MJB/Wendell summarizing the amount of $ and political viability of
options they presented last week, as well as any other ideas they mlght like to put on the

 table. OMB has some 1deas and so may others.

" But before we lcave thls afternoon we should a[so at lcast touch on the costs of
various pohcy options we're considering, because if we can't find offsets, we're going to have
to find ways to keep from spending the money in the first place: '



%

‘REVENUE ESTiMATES TO INCLUDE CASH AND NEARCASH BENEFITS IN AG{ 14
: (FY; % in billions; effective 1!1!95)

" PRELIMINARY _
. , , _ 1995' 1996 1997 . 1998 19§9(199£»1é99']3‘_'
' Bas.,e'Pmpoaal: Tax SSJ_, AFDC, Fobd.sun_gps, -GIA, and Section 8 'Rontal Ass_l&tanc'e_\ 1 c o
| -Wim eme lrﬁeracﬁon- AR S 37 38 39 40 161
thh no EITC. Inleracuon SR o | o 0.5 24 o 25 26 27 7 {0:?
’ Excludo SocﬂonﬂRanﬂ! Aulmnce ) N .. : |
‘WihEITCInteraction . - . . o5 23 ,24. 25 - 26 10.3
With no EITC Interacttonl : '_ I ) | 0.3 i 16 . e . 17 17 : | 6.9-':
- Depadmenl of theTreasury . S . - — -
Offi cg of Tax Analysis '
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| Limit the Gfgwth in Emergengx Agsistance

_ The little known AFDC/Emergency Assxstance program has been largely mvlsxble until
the past couple of years Fxpenditures had been constant at a- relatively modest at roughly
$100 million for many years. Yet recently States have discovered that the program can be . -
used to fund a wide range of activities formerly funded almost entirely out of state funds,

, especmlly child welfare services and some homeless sesvices, that may not be consistent with
the original intent of EA, but which are legal under the extremely vague wording of current
law. As a result the program is projected to gIow from $200 in FY1992 to $1.0 billion in
PY1999. RBspecially with the passage of Family Support and Preservation last year, this
entrtlement growth and cost shifting ought to be checked, Thé proposal | would cap each
‘State's EA expenditures at 3% of AFDC benefits. The few states such a3 Now Jersey and
New York which already exceed this level would be grandfathered at their current -

. ewendnure level, -

. 'Sawngs in 1999: %05 btlhon :
Five yeur savings: 5271 bﬂhon

[

Deem Sgoh;gr s Income Unnl Citizenship for Néw Immgrﬂﬁ .

There are several proposals to restrict eligibility of non-citizens for AFDC, food
stamps, and $SI. Since illegal immigrants are, not eligible for such benefits under current law,
. the plans almost cxclusively affect logal 1mm1grants who are not citizens--persons technically
.described as "permanent legal-aliens”. Permanent legal aliens are a rather diverse group.
‘Many come in as "regular immigrants” and receive a green card.  To be granted regular
" immigrant status, 2 relative who is a U.S. citizen or a U.S. employer must petition the INS on |
behalf of the immigrant. . If a relative submits the petition, Hie/she usually must agree to .
become that immigrant's sponsor for purposes of AFDC-aﬁd S8T eligibility {1.e. agrees to have . .
his/her income and resources deemed as available to the immigrant for purposes of :
- determining eligibility and benefits). In addition to regular immigrants, there are a variety of
other immigration statuses including refugees, asylees, parolees, conditional entrants, etc. - '
~ Under current law virtually all legal immigrants are eligible for public aid programs..
" Those with spansors have the sponsor's income deemed for 3 years. ‘The Republicans propose . -
" to exclude all non-citizens from public aid programs. By 1998 such a proposal would save
$6.8 biilion per year. Serious equity problems anse in such a plan. Legal immigrants mostly
work and pay taxes, contribute to and are eligible for employment insurance and Social
‘Security according to the same rules as citizens, and generally are expected to contribute as
‘citizéns would. It is hard to justfy asking workma non-citizens to: contribute to E;ovemment
without being protected by it. ~
Yet-there are 2 significant npumber of 1rnm1grants who apparently do pot ¢ome-to work.
Over 20% of persons on the §8I-Aged program are now non-citizens. Most appear to be
persons who were sponsored by their adult children, Many start on S8 in the fourth year
' they are in the U.S.--the year deeming ends. There seems a far stronger case for excluding
such persons from public aid.- Indeed to finance a portion of the UT extension last fall, the
‘Congress extended deernmg to 5 years for SSI through 1996 Vvhen current 3 year deeming
rules resume. ' .
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This proposni would stop wc!l short ct‘ the Repubhcan propossl and w-.:.ld wstead
cequire thaf for public ad programs, spongor's income and resources would be deemed until
_ the person hecomes a citizen. (Citizenship generally can be obtained S years atter entry)
Such @ policy gives the administration a defensible position on immgrant aid, without
excluding a larger class of persons who often pay taxes and work.

Savings in 1999: $1 8 hillion
Five year savmgc ‘La 7 hillion

' '_Lg.mmmma.Lmﬂahy_c)nus for Social Secungg Relirees

_ Retirees jeceiving Social Security reveive 2.50% higher Bocial Sccunity benefit when
they live at home with their own child under 18. Since this requires that the beneficiary

" parent a child ulter e age of 47 (44 if they take carly retirement), this policy almost

exclusively benefits male retirees who have children late in life. In such cases, a younger
(under 62) non-working mother of the child also qualifies for a sizable Social Security
benefit if she lives with tho family and if the child ic under 16 {not 18 a¢ for the father) - (If
such mothers work, thay face the Social Security earnings test.) . Moreover, since the benefit
" is available only until the child reaches 18, this also provides a powertul incentive for those
“with late babies to retire early to coltect the higher henefit longer.
Virtually no one knows this benefit currently exists Tt seams extreme?y hard to Jusnfy

on euity ar any other grounds. it rewards pedple for having children later in life than do the -~

~ averwheling majority of Americans, This proposal catls-for eliminaring the late baby bonus
prospectively. Current retirees receiving the late baby bonus will not be affected. Retirees
wuh dlsablcd or adopted chddren would not be affected Nor would disabled pcana

Savlngs in IQQQ $1.2 billiowr
Five year savmgs $3.7 billion

' Coordinate fax and lmnsfcr Systems

There i5 virtually no coordination between the current tax and transfer ¢ystems.

" There are significant differences in the treatment of dependents and others under the tax and
" transfer systems, opening the possibility of gaming the system. It is currently legal fora
mother and children to receive AFDC and food stamp benefits while 2 man living wath her .

claims the children for purposes af coliecting the EITC. (The Working (iroup met such a.
family in ane of 1ts focos. groups). Tn addition, our tax system is based on annual income, -
while the means-tested fransfers are based on monthly income. Tn 3 modest number of cases.
. persons with very high income part of the vear, collect AFDC or food stamps during another
. part. If such persons received unemployment insutance. the Ul would be treared as taxable -
incutae an & poidon of i would be taxcd Davk. But thuie is tiv altwinpt W ovapiwe TH=CTIRe
tested payments i any form, even if people have very high annual tncomes. -

Closer coordination of tax and transfer systems.would allow both mere appropriate

rules regarding the EITC and moasures to reduce fraud in that program. One could determine .
that children had to be treated the same for the AFDC program and ETIC, for ewcampie And
it would allo-.v a pohcy wheraby a pomen of trnnsfer benefits wo-.;ld ba recl:umad" in cacos

oy N
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where annual income was well above poverfy One pelicy would be to mcludé t}ansfars in
taxable income, treating it the same as UI or eamnings. This would ensure that families with a_
given income (say $20,000) would pay the same taxes regardless of whether the money was

- all from earnings, puttly earnings and partly UI, or partly A¥DC and food stamps and partly -

earnings. (Currently the latter group pays less.) Alternatively one could have 2 separate form
to reclaim a percentage of transfers above the tax threshold. Either palicy would effectively
reqmre that people above the tax threshold (1 10-125% of poverty) to return a portion of the
“excess benefits” above the tax threshold. ~Because taxes on earnings are collected as though
persons eartied that amount all year long, and bevuuse of the high EITC, very few fa.rmhes
would actually owe addmonal money and rather get a smaller refund at the end of the year.

Savings from EITC coordination and fraud reduction in 1999: stll being es‘amated
Five year savmgs still being esnmated

L

‘Savings from reclaxrmng a portion of excess transfers n 1999 $2 0 - 4.0 billion dependmg on

policy
Five year savmgs $10-15 billion dependmg on polu:y



A Natlonal Catholic Social Justice Lobby ‘
806G Rhodc Island Avenue NF - \Y/ashmg,l(m DC 20018 m (202) 526—-107(} [ ] FAX (202) 832- /63>

. ' : LT . “0ctober:4“ 1993 - T
Bruce. Reed o ' o . -
' Deputy A551stant to the Pre51dent for Domestlc Pollcy
White House 0l1d Executlve Offlce Bulldlng ’ ‘
Rocm 216 : _ _
Wash;ngton, DC n205Q1 .

" 'Dear Brugce:

| I am a member of the steering committee for the National
‘Neighborhood Coalition. You spoke at one of our monthly forums.
Last Thursday one of my colleagues, British Robinson, was present

" when you spoke at the National Alliance to End Homelessness One
of the questlons posed at Thrusday's meeting had tc do with laying
on the table all housing-related federal costs, 1nclud1ng tax
expenditures which predomlnately beneflt the wealthy and low-~ 1ncome:
housing outlays

Enclosed are two artlcles wrltten by NETWORK's economlst
‘Amata Miller, IHM, that I hope you'll take tihe to read. Although
changes of the klnd suggested in the articles' are not vyet
politically. feasible, it is only when the questlons are ralsed that
polloy~makers w1ll choose to act. : ’

NETWORK belleves strongly that the moral fabrlc of a natlon is
determined by. how 'well ‘it provides for the poor in its midst.
Further, we believe that special priority needs to be given tc the
poor and vulnerable since those with the greatest needs and burdens
have first claim on-our common efforts. Weé are heartened by the
Administration's rhetoric which - indicates. sensitivity to. cur’
concerns. ) o t ' : . : CI

Brucé; I look forward more opportunltles to work w1th you 1n,
the future. . .
Sihcerely, |
%_ ’ C‘,«f’f.{/j ¢/Z! Cjw'&f’fq"\"d‘-&x__,

.Richelle Friedmahn, PBVM
W NETWORK Lobbyist

@ Reeeoled Paper



-I“phantom -corporate wel-
) fare;
| conveyed through the tax’

o

- l n the annual budget
- politicking, one multi-bii-
lien dollar category—tax '
expenditures~escapes
mention. | Recent studies
have aptly called tax ex--
pendltures “silent spend
ing,” “missing money,”

“ and “entitlements

code.”
Originally enacted to a_d;

penditures affect the overall ailoca-
‘tion of resources, the equity of the

vices, the progressivity of the tax sys-
“tem, ind the size of the budget deficit.
NETWORK believes that concerned citi-

about this form of expenditure and
it. _
What Are Tax Expenditures"

expenditures as “revenue losses due
1o preferential provisions of the Fed-
eral tax faws.” In effect, they are
subsidies provided through the tax
systemratherthan as direct payments
from the Treasury. Like direct axpen-
ditures they provide benefits and give

tivities,
basic forms: -

and individuals to subtract certain
. expenses from their taxable i mcom,e
Examples are the deductions for
charitable cotitributions and for in-
terest paid on’ home mortgages,

2. Tax excluslonis afe income or wans-

© tion at all.
investments in state and local bonds
is not taxable.” The income received

tions is not taxable nor are employer

premiums and ‘medicai care.

-activities, Credits are mare valuable
than deductions or exclusions be-

- cause they reduce the amount of

taxable income; For &xamble, in the

vance some social purpose, tax ex-’
distribution of publi¢ goods and ser-. ;

zens should help shatter the silence-

hold their 1eg1slators accountable for

The federal government defines tax -

incentives for or agamst various ac-
Tax expendltures come in three

1 .Tax deductons allow corporatlons

-actions that are not subject to taxa-
) interest ‘earned on-
bychantabieandre1glousorgamza~ '
_contributions for medical insurance

3.Tax credits are issued by govern- |
ments for certiin. expendltures and -

taxes due, rather than the amount of

1970's a tax credit was given for in-
" vestmen!ts to.increase energy effi-- "
ciency. Spending 3100 for this .

purpose reduced a homeowner's tax
billby $100. Anincentivein the form

of a deduction or exc!usmn would o
" have given a homeowner in the 15%

. bracket a tax cut of $15, and in the

28% bracket one of $28 for a $100-'

investment.
Progressives have specml interest
in the Earned Income Tax Credlt (EITC

-.enacted in 1975 to augment the in-

come of low income working people
in families with dependent children.

The EITC is & “refundable” tax’ credit |

on earned intome helow a‘ certain

maximum($22,370in1992). For those

with income too low to owe any fed-
eralincometax(i,e. less than $153,000)
thecreditis fuily refundable, I. €. faml-
lies receive a cheéck from the govern-

ment for the amount of the credit (as’

much.as $2,211).
ings rise—up to the income limit.

Reasons for Concern ‘
The use of tax policyto accompllsh

social purposesbeganinl918. Inthat
time of budget strlngency, Congress .

increased veterans' benefits simply
by exempting them from taxation.

Since then "tax expenditures have

mushroomed, and cmzen concern 15

‘warran ted.

F

Tax, expandttum are, ahsont from .

‘Annual budget dobates.

intended as a work -
incentive thecreditincreasesas earn-

B

Once enacted, tax expendltures are:"“
“entitlement” programs. They confer -

groups. without any budget ceil ing.
But un11ke other entitlement pro-

' benefits on .eligible. persons and .|

-money" of tax expenditures absent
ture programs are cut and taxes are

‘raised ‘without full cons:deratlon of
options available. | .

for housing-related programs prima-

“Umeéans that there were 54.06. of tax
. expenditures forevery $1.00 ofdirect

cally but tax expenditures remained -
expenditures had risen to $81 billion,

indirectexpenditures onhousing pro-

" call for comprehensive entitlement

. - By Amata Miller, IHM

grams—Medicare, food stamps, Med- .
icaid—tax expenditures are "off bud-
get” {i.e-notlisted as line items in the
budget). This distorts the. debates
over trade-offs. With the “missing

from the discussion, 'direct expendi--

Federal housing pollcym thel980's
is an example of how such.constricted
options are harmful to low-income
persornis. In 1983 direct expendttures

rily for the poor were $10 billion, Tax
expenditures for housing, primarily
benefiting middle-and upper-income
taxpayers -were 540.6 billion. This’

expendltures Over the |980's direct
housinig programs were cut-drasti-
largely unscathed. Thus, by 1991 tax’
approximately .$4.55 for every $1.00
grams. -
Tax expendiure pmgrarm’ o ‘_ :
worsen Inequality. :
.Some.of the largest tam expendl
tures are a-form of “welfare for the
well off.”

Neil Howe and Phillip Longman ina

reform in TheAr!anricMontthm April, |
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1992 exposed this aspect of. several -

tax expenditures totallmg $170 bil-_

]1on —
« The chlld -care credit (§3 bllhon“m
1991)gave almostne bénefit tathoseé
with incomes under $10,000, but.|

L —m— e
o —_

S.qver $50,000, v
» The exclusion of employer pald
health care from both income and

sury of 560 billion in 1991.: Yet it

" uninsured or the-32 mthn,who_.pay-
for their insurance gut of their own.
pockets, And among households cov-
ered by employer-paid heilth-care
plans the average benefit.to those in
highest income-brackets was many

-timeés thatfor thosemlowestmcome!
brackets:- -~ - i
Benefits from the mortgage 1nterest
deduction averaged $3,469 for tax-
payers with incomes over $100,000,
‘and $516 for those in the $20,000-
$30,000 bracket, but nothing to 36
million Americansin poverty. House-
holds with income over $50,000 re-
ceived 81 percent of the benefifs of
this tax expenditure which:cost the

. Treasury $37 billion in 1991 {345

‘billion in FY93).

rity income and the insurance value
of Medicare benefits cost the Trea-
sury $34 billion in- 1991. Howe and
.Longman observe that this doesnoth- |
ing for the 40 percent of senior citi-
. zens who aré too poor to pay taxes,

. “senior citizens who regularly vaca-
‘tion abroad. All other industrial na-
tions treat all or most of social
.insurancebenefitsas'taxable income

c1al needs.

Tax oxpondl‘tures have contributed to
the shift of the tax burdon from
qorporut!ons to Indlviduals,

{n the 1950’s corporations paid 39
percent and individuals 61 percent of
total-income taxes.
later the corporate share had dropped :

had risen to 83 percent.

™ According tostax economist Randy

Albeda, -this shift has occurred,on

both federal and state levels. Hef ™
research revealed that tax expendi--
tures, -unlike direct outlays, tend to

 $1.2 billion to. those with 1ncomes/ '

. payroll taxatien depnved the Trea- |

gave no benefit to the.:37 million |

» The exclusion of most Social Secu-

but it subsidizes the 37 percent of

and use other programs to meet spe- . "

" Three decades -

to 17 percent and that'of individuals E

subsidize corporations and commer-

cial activities rather than providing
for human needs. The 1986 tax re-

form reversed the trend somewhat,
“'hit pressure to Testore some uf the

corporate loopholes is building. -
The largest tax expenditure listed

.in.the FY93 report of the federal gov-

ernment is the exclusion of employer
contributions to and earnings on pen-

_sion plans ($51 billion). In addition, -

“the accelerated’ depreciation allow- -
ance ($27 billion) allows the write off
-ofbuildings, equipment, and machin- |

ery at a fister rate than actual depre-
ciation.

Corporatiens are lobbying now to
add the value of “intangibles,” such as

customer lists and brand names, to

the assets eligible for this write off.

Jane Gravelle of the Congressional
" Research Service estimates that this’

‘would cost 52 billion or miore per year
in lost revenue. -Unions representing
food company workers argue that it
would hasten” mergers and- destroy
Jobs

The tax expenditure

. process Is undemocratic.

‘ Proponents of tax expendltures
such as the write off of "intangibles”
tend to' be  well organized and fi-
nanced special interest groups. Be-

. cause once they are enacted tax °
expenditures virtually disappear from ’
public view, and because there is no -
government dgency on which tofocus

dissatisfaction, opposition is almost
non-existent or u'norganized'. For ex-

feat any effort fo’ cap it

-deduction

- ample, because of widespread igno-

rance about the inequitable distribu:
tion of the deduction for mortgage
interest, real estate mterests can.de-.

informed populace would probably
support a cap which preserved the
for -the average
homeowner s primary dwelling.
“These concetns highlight -the jm-=

- .portarice ofshattenng the sitenceé about™

il

as well as.federal'level) to expose their

_inequities and effects on allocation of |
‘rescurces, on the tax system and on
- the hard chmces made in tight bud-

gets. Randy Albeda and Cynthia Mann
issuée the call cogently: “Our challenge -

is to force the potiticians to tell us how.
-and Whei and whoim they're going to”

tax [or give tax forgiveness to]. Because
evenif we don'ttalk tax{expenditures],

 we can be sure that Fortune magazine,
. the big business 'lobbies, and’ the.

backroom negotiators will be talking .
tax behind our backs, and lawmakers

wtll he llstenlng o a
R RN
" Amata Miller, THM, is NETWORK'S ||

Economist and Education Coordinator.

Sources: Randy Albeda and Cynthia Malmfn, Can
We Talk Taxes?"Dollars & Sense (October, J988);

" Warren Gregory and john Morberg, Silent Spend-
Aing: Tax Expenditures and the Competition for

Pubtic Dollars, Michigan .House of Representa-
tivas, House Fiscal Agency (May, 1990); Neil Howe
and Phillip Longman, “The Next New Deal.” The
atlantic Manthiy (April, 1992} Daniel 0. Huff and

Oavid A. [ahnson, “Phaniom Welfare: Public Relief

for Corporate America,” Social Work (May, 1993);
Carole Sonnenfeld, Mi$Sing Money: A Commaon

L Cause-Study of Federal Tax Expenditures, 1985.

TOTAL
[0 Law Incoma Ou'tiaya
.-, M Tax Expenditures

ESTIMATED DISTRIBUTION OF HOUSING SUBSIDIES, BY INCOME QUINTILE

1 $63.0
81%

In Blllions of Dollars, 1993

= 187
" T18%
. . Bottom Second -
© Léw Incoma Outlays© $18.6 522
$0.1 $0.6

Tax Expenditures

‘lacoms Quintite

R T

Third " Fourth =~ - Tep ~ 1.
. 80.5 ‘$0.1 sog s
533 o s830 ;

$18.2 .

i e

A better |
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.}?

NETWORK.IA Mational Catholic Social Justi'ce_ Lobby « Washington, D.C,:_" July/August 1993'

1


http:outli:I.Ys
http:199L,;Yet,.jt

A f

- "call thein entigieﬁléﬂts, and they're the vqracious,hob};obli.ns

of federal spending.. Call them programs to help the old, the. - ‘
- . hungry, the sick, the blind, those who have fought for our = "=

country, and they ve got the pubhc s broad support as
essentlal underpmnmgs of 3 cmhzed somety

policy director for. thé:Amercan

E nthese wordsjohn Rather pubiic .

© Association of Rétired Fersons .

(AARP)
pubhcs amblgunymand Jignorance-
about the group of federal programs
catled’ entitiements
charged situation” spawns misinfor-

- matjon, myth- making, mamputanon
and misatiocationofscarce resources.

Ciarifying the Term

Entitlements. are programs (e.g.

Social Security, food stamps Medi-

‘care, unemployment compensation,

" veterans pensions) which award ben-

" efits according to a fixed formula to |

. persons meeting Eltg]bl[lty reguire-
. ments set by Congress. Once enacted

inta-law, entitlement preograms’ be- .
come inbudgetlanguage "mandatory
'spending” and are not subject to an- -

nual appropriations. - As such, they

I'are uncontrotlable items in the bud-
| get, since any ¢ne who qual:fles re-

ceives the benefit, regardless of the
total cost.

Federal entltlemems come in two -
“forms:
_tion’ of taxes‘due (see July/August

1953 NETWORK Connection): and di- -
rect outlays, what the public usually
thinks about when it hears the.term

tax expendrtures"the reduc-

entutlements

| Areas of Concern

From a budgetary perspectwe dl-
rect entitlement spending, pmjected
to total $77C billion in 1993, is ndw
more than half of the total federal

budget, and growing uncontrollably.

Advocating cutting entitlements as a

- cover to -politicians

cogently charactenzes the .
'tlonsm specnflcben
- efit programs.

This politically
| ‘nomic and political reali-

.ing (and tax expenditures too!). .
“‘purs must be an informed concern,

broad-category gives

whoseconstituents.

wolldbalkatreduc-
Given 19905 eco-

ties, those working for social |

. justice have to be concerned about

the magnitude of entitlement spend- .
probmg specific problem areas need-
ing, reform :

1. Why are casts tising? :
Three programs. accoum for two-

thirds of total entltlement spending:
_ SOCla] Security; Medlcare and Medic-

aid. Of these only Medlcare national
health insurance for the elderly, and
Medtcaid, state-federal health program
forthe poor,are actually running ram-
pant.
two programs has risen from 8 per- -

‘cent of the federal budget to 12 per-

cent.

- carereformthese costs will more than
double by 1993.. ’

Social’ Securlty beneflts rise at the
rate ofmfigtmn and 1980s payraoll tax
increases have more.than paid for the

-increasing benefit payments. Spend-

ing, on other entitiement programs

, suchas food. stamps.and-AFDC has for |

many years failed to keep up with

~inflation and the increase'in numhers

of eligible persons..
‘Even if.we completely abolls_hed
food stamps, AFDC, farm price sup-

‘ports,. child ‘nutrition programs and

But

Since 1980 spending on these ) )

" by Amata Miller, IHM

? TimetoAsk

the Hard -
Queshoms

. veterans” pensions. en-

by 1998 than it is now,
unless the costs of the two
. heaith care programs are

Pz "brought under control. -

2. Who are we really subsidizing? .

Only one of every eight dollars of
federal entitlement outlays goes to
those living in poverty, Asmuch as 80
percent of total benefit-doilars are in
programs requiring no evidence of

" financial need.

: And the benefits are skewed to

Phillip Lorigman in a detailed analysis
reveaied some-startling facts:

R

> ln 1991 uU.s. househo ds with in-

comes over $100,000 (the richest5
percent) received an -average of
35,960 in federal cash and in-kind
‘benefits, while those with incomes

of-$5,560.

. comes under. $10,000 declined by
10 percent. Meanwhile, thé benefits

. (mostly Social Security, Medicare,
and federal pensions) to those with
incomes over $200 000 fu]ly
doubled.

~» Medicare épent $19 bllllon in 1991

subsidizing the health¢are of house-
holds'earning $50,000 or more (the
richest third of all households).

» Military and civil service emp[oyees

tittementspending would:
still be a greater propor- -
tion of the federal budget -

'-wards the well-off. Neil Howe and -

. under $§10,000 received 'an'average"g .
Wlthourcomprehenswe heaith : :
. > from 1980-91 ininflation- ad;usted
. dollars, the average federal benefit

received by households with in-.

1a
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$9.2 billion from the Treasury in
1991.

> Social Secunty, mst:tuted tn 1935 as
A protect:onagalnstdestltutlon dis-

benefits in 1991 to househo! tds with
incomes above $50,000. -

- direct federal farm subsidies to the

: _of the farms

" "weifare state for the affluent.”

3. Do the origi nal reasons for them
“still hold?

their own constituency which resists
change ih'them even though the origi-
. nal realities which gave birth to the
programsnolongerhold No program

curity.

benefit spending goes to'the 12 per-
cent of the population who are eld-
erly.

| etderly persons still-lived in poverty.
i Now, largely because Social Security
benefits are indexed against inflation,
and Medicare provides health insur-
ance for ail those over 65, only 12
percent ‘of the. elderly (3.7 'million
Dersons) are poor.

Butnow 21 percent of our chlldren

under their support and no-national

| tee their access to health care.. An-
other-aspect-of the Social Security
program is rootéd in an obsolete as-
sumptiof. Based.o past family pat-
terns, the benefits of a decezsed fa-
- therare awarded to non-elderly house-
holds in.which W|d0wed mothers are
raising children: However, in1990 the
''13 million children being raised by
| not-widowed siAgld migtHers had no
- federabbenefit programto assistthem.
It-is time to examine the ma_]or
entitlement programs in light of cur-

withincomes bver $100,000received

tributed more than 20 percent cf its.

> $50,000 each, on average, went in -
. 30,000 farmiers, with largest gross -

receipts. Almost two thirds of the’
- total ‘payments go 1o the’ rlchest 25

 Many of the entltlement programs -
: began during the New.Deal, and have

illustrates this better than Social Se-

| under the age of 18 live in povérty; up -
from 14 percentin 1969. -And there is’
no entitlement program to puta floor.

health insurance program to guaran-

Thgair cqnciusion: what we have is'a |

When Social Security was en- |
acted in-the 1930's seniots were the
poorestage group; by 1969 one in four

LS8

rent needs, of shifting.national priori-- |/
ties, and of the mequmes in benefit

distribution,

-

_'Proposals for Change

As legislators seek to reduce fed

eral deficits, proposals for a cap on-
. entitlementsare regularlylntmduced
‘This is a bad idea.

1} Capping entitlements sim’p]y-post-
pones the difficult program-by-pro-z-
gramcutbacks requured tor lwe wnthm
any cap.

2) An_across-the- bodrd cut axmg all
- entltlement programs would harm

. both 'slow- and fast-growing. ones--
ultimately. déing most-harm to the
poorest and most vulnerable.

~3)To'seta cap, some forecast of. total

cost:is needed’ But the fac!ors that
determine entitiement spending--
'economlcdownturns. nflation, and

changesin eligible popu]atlons -are '

largely unpredictable.
A much better approach would be

_to begin discussing a reform praposal

like that of Neil Howe and Phillip -

o +|" Lengman, who call for improving the |
Today more than 60 percent of all -

equity of entitlements and freeing up

" resources to meet other needs by ap-
"ane's

plying. one simple, prmc:p]e
benefits should be propornonal to
oné’s need- _whatever the form of the.

- ‘subsidy.”

Structuring a reform accordmg to
this printiple’'would mean that:

‘1) it should not reduce the income of

any household 14 anywhere near the
poverty line;

* 2)'it should adjust benefits according.

toa graduated scale, not completely
eliminating the hénefits of any cur-
- rently eligible household; S
itshouldtake into account the "quasi-.
contractual” nature of some, of the-
brograms. Forexample, federal em-
ployee pensions are-really part of
‘deferred compensation,-since the
employees accepted wages lower
" thanin the private sector in view of
better pension benefits. But Social
Security benefits are not linked to
what a person paid into the system;

norecords of contributionsare even
kept bythe Social Security Adminis-
tration. The benefitsare relatedtoa-

person’s wage history. And today's
retirees are receiving benefits worth
two to ten times what they would
have-earned had they invested all

' rremedled in a "benefit-withholding -

{ FollowiRg tHe above criteria, a per-

_and informed dis¢ussionaboutentitle-

. ourselves why we are unable tw find

Sources Neil Howe and Phitlip Longman “The Next New .

their lifetime social security taxes
"(thelrs and thelremployers )in Trea-
sury bonds..

“FHESe three prmc:ip[es coW’

liability" feature in the tax system. ./
centage of benéfits for higher-income
households would be withheld (e.g.
7.5 percentof any benefits that cause ;
total “hGusehold income to exceed
~$30,000). Benefits received would be
‘listed ,on tax.returns and the wtth
holdmg would be processed by the
IRS along with income taxes.
.This.would .require only one con-
gressmna]actmn{notg reviewof each
programj, créate no néw bureaucracy,
. and could be done relatively quickly
while the -debate over program re-
forms pro&'ééds e
_ Itiscleatly time to begmathorough

ments. We can'ho longer avoid asking
the maney to feed, house and educate :
our poor children while we continue to *
sub51dlze the well- off _ oo

Amma Miller, IHM, is NET’WORK
Econamist cmd Education Coordinator.

Deai, ™ Atlantic Manthly, Apnl, 1992 Wivaeca Novak, "En-

titlements Waitz, " National Jowrnal, 10/17/92: David i+

Rosenbaum, "Answer: Cut Entittements. Quesnon But i
How? New York Times, 6/5/93.- i

“Veteran's bonafits o i
e e
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' WELFARE 70 WORK D

ISSUE - EOW 7O REDUCE WELFARE DEPENLENCY, CREATE A REVEWUZ NEZUTRAL
MECHANISM TO FINANCE A JOB EFPORT| REDUCE THE BUDGET DIFICIT,
STIMULATE PREVATE INVESTHENT ARD 3%z GOOD' ON T YSERS AND OFF .

‘PURPDSE =

: Inltlata a national demonstrat' n of a fully performance based
welfare to work program for 500,000 people annually for five years:
Federally funded..under. the Famlly Support Act (FSA) but state.
" implemented,. private sector run welflare to work companies weould be
_encouragedfto invest in mounting prdgrameg which only if successful

- Works' successful nine year expéeris

would be paid. This proposed demon

America Works' experience and other’
. as ~a welfare strategy suggest: a:
- approach. The key elements are: -

.. ®For: five years place aépré
ipopulatlon inte jobs each year.

-save 67 5 billion dollars d
savings, half of which can be used
other half can be relnvested lnto an|
work..' : . ‘

eStimulate prlvate capltal inf
PIOgrams. ,

oFor the first time in welf
government to pay only for succesg
programs regardless of thelr 1mpact

BRCKGROUND -

1. The aid to Families Wzth
established in the 1%40's to help
has grown into a massive entitlgmer

[

tration is based upon Rmerica.
ce in two states. Review c¢¥
brograms focusing on jobs f£irst
rajor role for this type of

Fimately 108 of |
bring the five years in cost

to reduce the deficit and the
increasing fund for welfare te

Vestment into welfzre to work
are te work preograms aqirect

pependent Children. Program was
widows and thelr chlldren. it
t program.

2. There ére'ovér five millicn famllles on AFDC und the

‘welfare rolls. are growing. The g
dollars. Of those on welfare, 60%

Researchers say there is a! tﬂhnd toward longer term and.

~ intergenerationzl dependency.

osta have reachad 150 Billion
stay for more than five yecrs.

JEIFR ba, o2 934

the welfare

Ful welfare reduction, not for


http:ye.::.rs

s
targeted at reducing dependency. In
JOBE piece of this leglslatlon dlrect
to work strategies:-

4. Simply -stated there hag|
between theose who believe in jobs ves
route out of dependency is thriough e
- FSA heavily- emphasized llteracy and

welfare dependency. :

C—

Slnce the 1950 s there halve bee1 2’ number of programs

1989 congress passed FSA. The
s the states to design welfare

‘been a debate in the field
sus those who believe that the
Hucation. The regulations for
educqtion as the route out of

5. The general consensus: is. th
systems have not been effective. Ma
through a number of training progra
failed to find employment.

. 6. Since the FSA lmplementat'
~all of the funds the federal gover:

 because the local mun1c1palltles ¢}

allocate additional revenue to 't
escalating. = Thus the funds are th
" seek a way off.

7. Recent'-researqh_ evidenca
regulatlons, a Jjobs
effective in reducing the welfare:.
" Foundation studies, Riverside Califd
and the sxperience of America Works

. 8. Job placement efforts. tard
' hdve the additional benefit of act]
tool. According to a recent Ernst aj
. welfare reclplents placed by Amer
$2 448 sav1ngs per worker.

‘ REC‘.OM'IENDATIOKS -

The créatlon'of a two billion
for five years paylng $4,000 each
would only be paid after a person B}
project would place 500,000 peoPJ
'retention rate would yield: S

. 500 000 welfare ‘recipients X' 69
(the average cost to keep a family
{the average length of time the fami

.without the program) X 5 years {the

They havﬂ

first approieh,

»)

.ca.Works'businesses

% retention
bf three on welfare) X 3 years
Ly. would have stayed on welfare

t the employmernt and training
y welfare recipients have been
‘of business schools yet have
'paid“for‘process not outcome.
n States have not drawn dewn
ent made available. . This is
n not get its law makers to
welfare FEbudgets  which are.
re for dependency . but not tc

indicates that despite TSA
net education, is more
olls. . {See.the Rockerfeller
rnia‘'s outcomes, MDRC research

atlng prlvate sector jobs can .
ng as an econdmic development
d Young -study conducted on the
averaged

‘dollar per year demenstration
placement.

fee
The

The placemant
a2d- been working 90 days.
@ a ‘year. A 60% projected:

= 300,000 X $15

C00-

length of the demenstratien)

67.5 billion dollars in cost saviggs for the five years . cf the
program. Some of the funds can jcome from the unexpended  zSA
obligation thereby reducing  the}l neced for npew ' funds. + The .

demonstratlon will have the follow;pg elementa*'

#For each welfare regipient pla

ced into'a job a calculation of

CUEIRR pA. S7 T34



| cost savings to the taxpayer will
. individual remains off welfare a
Fifty percent will go inH

savings.
will go into a new reinvestment f
entitiement for jobs pool. Based u

biliion dollars. would ‘be. availabl

programs.

°The demonstratien
érganizations delivering the 'servi
person goes intc a full -time ]ob
-thereafter.‘

*The demonstratloﬁ .will not xd
fully federally funded. However tif
- be . expanded by the use of Wo:k.sd
Regulations in FS3). for privatelsec

eThere will be an;onngOfng.éﬁa
the approach and the true costs Sav
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“a.,.mﬂz . ‘ ) _ ‘ _ Co R Washingron, D.C. 240201

TO- - " Bruce Reed. ' JUN 10 1983
Belle Sawhill ‘ oo ' .

David Ellwood

Mary Jo Bane . Co S o

x Ken Apf91_- u\'ép _ ' Lk ‘ S

FROM: Wendeii‘E.uPrimus R o - A

SUBJECT: -Welfare Demonstrations.

Based upon my different ‘conversations with most of you, here are
several options the Administration may want to consider as a down
payment on welfare. Each Opthn is descrmbed along with some
d;scuss;on of the relatlve merlts ” .

JOpt;on 1~ Drop budget neutrallty '

‘The current waiver authorlty under sectlon 1115. does not demand
budget neutrality nor.is it limited in terms of financing.. Cost
' neutrality was the past. ABdministration’s policy. This opt;on
would eliminate the budget neutrality requirement for any. state
waiver request that the Secretary finds particularly promising
and is in accord w;th the overall pollcy goals of this
Admlnlstratlon S : ,

This option has the advantage of not reguiring Congressional
approval and depending upen how many projects or demeonstrations
are actually approved could be as .expensive or as inexpensive as -
you wish. There would be complete -discretion as to what projects
.are actually funded and the Secretary would have considerable
leverage to tallor &, demonstratlon to the Admlnlstratlon s
WlbhES . :

The,dlsadvantaQES‘of thiS—approach is that it is backdoor
-spending not authorized 1ln a normal manner, assumes Congress
would allow the Administration to do wholesale rewrites of basic
AFDC, Child Support and other laws wlthout Congre551onal approval
in certain smaller states ,

"It sounds lnherently unfair. Whlle the approach envisions a
general sclicitation from all states, states that are currently' '
‘submitting waiver requests would have a “huge- advantage over other
states. Furthermore, it may be very difficult to say no to some.

+ states with important peolitical connections. It-.also runs the
huge Tisk that welfare reform would be delayed because one could | -
argue that we need to see the results of all these worthwhile
‘projects before we enact fedcral leglslatlon
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Option 2 - Seek Cangressional Authority

This option attempts to solve the disadvantages of optien 1 by -°
- seeking explicit authority from Congress to fund states that
submit innovative welfare appreaches that are similar to. this
Administration’s policies. The advantage of this approach is _
that it is not an end run around ‘the leglslatlve branch of B,
Government. S

The" dlsadvantage is that it would llkely start the debate on
- welfare reform and might be quite controversial. For example, if
 this. administration wanted to test the time limit, I could well
envisipgn limits on that authority either in terms of number of
‘families affected, dollar limits, number of sites, ete.. " -
‘Therefore why. seek authorlty for something that already the D
Administration has and rfun the risk that the current authorlty '
would be 59verely limited or dlstorted '

Option 3 ~ Fund the Boren Demonstration

+ If the Administration wanted to attract Senater Boren, one ¢ould
ask for the demonstration authority that was included in H.R. 11,
the vetoed urban aid bill from last year. The concept is clearly
worth testing, it has alréady passed the- Congress and how many,
dellars are spent on this approach is very elastic.  The only
disadvantage is whether Mr. Boren’s behavior should be rewarded
by funding the demonstration that is intimately assoc1ated with
his name. See the attached paper for more, details of this
particular demoneraLion S .

'Optlon 4 - Fund a Dxfferent bemonstration'

' Use the. ba51c approach of the Boren 1anguage but fund an
entirely different kind of demohstration. For example, fund a
child support assurance demenstration, or an innovative -JOBS
program, .or fund a particular time«limited welfare scheme. The
details would have to be drafted quickly and Hill approval
obtained in a very short-pericd of time. The primary - o
disadvantage' is that whatever is tested might he removed as a
serjous option in the welfare reform debate.
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. Option 5 - Lower the statE-match in JOBS

This option would lower the state JOBS match, demand a ‘higher
participation rate and retain a state maintenance of effort

provision. This clearly would SLgnal the Administration‘’s desire

to build upon the Family Support Act of 1988 and send a message
that we are seriou$” about moving.individuals.off of welfare.
Given state capacity, one could. probably spend. an additional $300
million in Fiscal Year 1994. Theelowerlng of the match was a

. provision in H.R, !l and is another major policy shift which is

being initiated by the Admlnlstratlon very lata ln this year s
budget debate ' ‘ -

Conclusion: S L

After reviewing the options, I primarily favor option 5--a simple
lowering of the state match in JOBS. Option 1 might weork. The
Administration would have to impese upon itself rules on number
of sites, dollar, kinds of demonstrations to be funded, and how
the demonstration to be funded would be decided. I would then
obtain informal signoff from lmportant Hill Committees and
chairman. If there was not negative reaction from the Hill, I
would proceed with option 1 and implement. with the
Administration’s self-impesed guidelines.

Attachment‘

4 ' =
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Thé Barén Amen&ﬁant,

One way to reach non-custedial parents 1s ‘through Senator Boren's
proposal to establish Community Works Progress (CWP)
Demonstrations. This proposal, which was iﬁcbrporated into
“H,R. 11, would have provided $60 to $70 million per year for
grants to public or private nonprofit organizations “for broad
public purposes 'in fields such as health, 'social service, - L
environmental protectlon education, urban and rural development
welfare recreation, -public safety, and chlld care., )
The projects provide employment related services to non- cusLodial
parents who are not employed and at least two months in arrears
on. their courtuerdcred child: support current AFDC re¢lplents L
and persons at risk of bedoming recipients of AFDC. Sec that
participants can -look for regular employment, no participant
. would be allowed to work more than 32 hours a week. Assistance
for the costs of transportation, child’ care, and uniforms or
other work materials would be provided. a :

The CWP proposal has several advantages. First, on the delicate -
issue of participants’ wages, a compromise was already reached in .
Congress. Issues such as the wage rates and maximum hours are-
often some of the most difficult to resclve work-welfare issues.
Second, funding could be easily arnd guickly increased to $300
million per year depending on the number of sites. Finally, the
projects would provide valuable lessons for implementing welfare
reform : : '

-

.4
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forms t.o the definition .of a consumer reportmg agency undcr

Federal law.

Effeciive date.—The Senate amendment is effective October 1,
1993. However, if the Secretary of HHS determines that a State is

unable to comply with the amendment, the State would be exempt
" from complience until the State establishes an approved automated

"1 1995, whichever is earlier.

CONFERENCE AGREEMENT
The conference agreeinent follows the Senate amendment.
2 Addmonal use of Parent Locator Service m)"ornmnon

‘PRESENT LAW

The Department of Health and Human Sen’xcas operates a ‘
purent Locator Service to obtain and transmit information’ as to

the whereabouts of any absent parent when such information is to
be used to locate the parent for the purpose of eufommg supporl‘.
obhgatlons owed by the parent. .

House Bxu. '
Noprovisien.’
. Szmma Auwnmm
The Senate amendment requires the Secretary of HHS to enter
_into an agreement with the Attorney General under which the
services of the Parent Locator Service shall be made available to

the Office of Juvenile Justice and Delinquency Prevention, upon its
request, for the purpose of locating any pareit or child in order to:

" (1) enforce any State or Federal law with respect to the unlawful

~ taking or restraint of & child; or (2) make or enforce a child custody
determmatmn The Parent Locator Service may charge no fee for
these garviceq. :
Effectwe date—October 1, 1992.

. . CONP’ERE.NCE Acnsmmn
* The conference agreement follows the Senate amendment.

, D. CoMMUNITY Wonx,s PROGRESS DEMONSTRATIONS |
- 1 Community works progress dermonstration projects ‘
No provision. o -
U .
. : No provision. '

@ocs

data processing and ‘information- retrxeval system, or untﬂ October

v ————— e,
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_ SENATE AMENDMENT

'The'S-enat.e amendment establishes a Communit}; Works

Progress demonstration program under Title X! of the Social Secu.

rity Act. The Secretary of Health and Hunian Services (HHS), .in - |
consultation with the Secretary of Labor, would administer the pro. -
gram. The Secretary would have to award grants to three urban ..

“Fi_"ujects' and two projects that are“statewide. Demonatrations could

ast up to 4 years, Both public and private nonprofit organizations

would be eligible to apply for grants.

The term “project” is-defined to mean an activity that results
in a specific, identifiable service or product that would not other-

- . wise be done with existing funds.

Approvable projects include onées that the Secretary deter-
mines would serve a useful public purpose in fields such as health,
social service, environmental protection, education, urban and
rural development and redevelopment, welfare, recreation, public

facilities, public safety, and child care. , _
For each of fiscal years 1994, 1995, 1996, and 1997, cach entity

that has an application for .a grant approved by the Secretary
. would be entitled to pé:iyments in an amount equal to its expendi-

" tures to carry out the demonstration. The amounts authorized are

$100 million in each of fiscal years 1994, 1995, 1996, and 1997. No

. more than 25 percent of funds could be used for capital costs.

In awarding grants, the Secretary is directed to congider the
following factors: unemployment rate; proportion of population re-
ceiving public assistance; per capita income; dégree of involvement
and commitinent demonstrated by public-officials; the likelihood
that the project will be successful; the contribution that the project
is likely to make toward improving the life of residents in the com-
munity; ﬁeo!graphic distribution; the extent to which the project

. will emphasize the development of projects encouraging team ap-

pruaches to work on resl, identifiable g::ajects; the extent to which
private and community agencies will be involved; and such other

criterin as the Secretary may establish.

Eligible participants include individuals who are receiving, eli- -
gible to receive, or at risk of becoming eligible to receive, Aid to .
Families with Dependent Children ); individuals receiving,

- -eligible to receive, or (while participating in a project) who have ex-.

‘hausted, unemployment mwﬁm: and noncustodial parents of .

children who are receiving

State sgencies .administering a JOBS program may assign

JOBS participants to participate in & project if such participation =
nl{iaclt: with the requirements of the JOBS g&r_am. and
ures. '

does not co
t.h_e individual is referred in accordance with JOBS pr

Participanis who are recgiving benefits under the unemploy- - .

* ment compensation and AFDC programs would receive, in addition

to those benefits, compensation in an amount equal to 10 percent of

.the average (as estimated by the organization conducting the:
project) of the -amount of AFDC and' unemployment compensation™

paid to recipients-of -these benefita in the area served by the
Pproject. Agencies adminiastering AFDC or unemﬂoyment compensa-
tion benetits are allowed to transfer fitnds to the project to enable
participants to receive compenssation in the form of a single check

@oor
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. {o participate in a project must. agree to work on a weekly basis the
 number of hours determined by dividing the amount of the weekly ==~
, unemplo_‘fment compensation received by the individual by the
gre.ater of the Federal or State applicable mirimum wage. :
. ‘The Sccretary- could approve an application that provided for -

- for each additional

1289

for wages rather than in the form of separate beneﬁt checkﬁ Ind:-"
viduals not receiving. exther unemployment compensation or AFDC- :

would be compensated in an amount equal to the Federa! mini-

mum wage, or the- apphcab]e State minimum wage, whlchever is

ter.

the Federal or applicable

eral or applicable State minimum wage.
- Individuals receiving unempldyment compensation who choose

an alternative method of compenaation 80 long as it'did not reduce
the amount- received by a participant below the minimum wage

_ gnd assured a bonus payment to AFDC and unemployment com-

pensation bencficiaries who participate in the project.

" In order to assure that each individual will have time to seek
alternative employment or to participate in an alternative employ-

ability enhancement activity, no. md_mdual could partxclpate for
more than 32 hours a week. -

Individuals participating in projects would be elimble for as-
sistance to meet necessary costs of transportation and ’ﬂld care, s

 well as necessary costs of uniforms or other work materials. -

Fach participant must be tested for basic reading and writing

‘competence and must be furnished counseling a.nd nstruction ‘if

they fail & basic competency test.

Approved demonstrations would be required to ensure that the

project would not result in displacement of currently employed

*. workers and will not impair any coutracts for services or any col-
. lective bargaining agreements existing at the time the project com-
- mences. Also required would be assurances of consultation with

eny local labor organization . representing employees in the area

who are engeged in the same or similar work as that proposed to .
be cartied out by the project. Organizations conducting a communi- -

. ty works progress project would be required to'establish and main-

tain a procedure for the filing and adjudication of grievances from

‘participants, labor organizations, and othér interested individuals,
including grievances regarding proposed placements of participants -

in the project. Grievances must be filed not later than 1 year after

" the date of the alleged occurrence of the event that is the subject of - R |

the grievance.

' A hearing on a;ny guevance must be held no later than 30 days .
* after the ﬁh.ng of the grievance, and a decision must be made not -

later than 60 days after the grievance is filed -
In the event that the decision on a grievance is adverse 1o the

o 'mho filed, or 60 days after the grievance is filed if no decision

n reached, the party who filed would be able to submit the

_ Individuals recciving AFDC may not be reqmred to workona . -
monthly ‘basis more than the number of hours determined by di-
' viding the family’s monthly assistance amount by the greater of

. gt.ate minimum wage. If an individual ..
. chooses to work an{ additional hours, the individual must be paid -
our an amount equal to the greater of the Fed- -

@oos
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Projects included must serve'a useful public purpose in fields
such a8 health, gocial service, enviranmental protection, education,
urban and rural development, welfare, recreation, public safety,
gnd child care. L : - -

- For each of fiscal years 1993, 1994, and 1995, each entity that

‘has an application for a grant.approved by the Secretary would be

entitled to payments in an amount equal the lesser of actual or ap-
-proved annual expenditures-to carry out the demonstration. The
amounts authorized are $60, $70, and $70 million in fiscal years
1993, 1994, and 1995, respectively. Funds not obligated by the Sec-
retary in one year remain available for use in subsequent years.
- No more than 3 percent of these funds may be retained by the Sec-

“ retary for administration.

vague and gea :ﬁhic distribution was clarified. .. -
Projects shall provide employment and employment-related
services to noncustodial parents who are not employed and at least

that the projects will be successful was deleted because it was too

two months in arrears on their courtordered child support pay- .

ments, recipients or persons at risk of being recipients of the Aid to
Families with Dependent Children-Unemployed Parent (AFDC-UP)
program, and recipients or persons at risk of being recipients of

Aid to Families with Dependent Children (AFDC). Enrollment pri--
- . ority goes first to volunteers from any of the three groups, then to

the noncoustodial parents, then the AFDCUP group, followed b
the AFDC group. The conferees hope that most of the enrollees will
be volunteers and noncustodial parents. _

State agencies administering & JOBS program may -assign

- JOBS particigants to participate in a protject if such participation
ict

does 10t con with the requirements of the JOBS py , and
the individual is referred in accordance with JOBS procedures.

: The labor standards described in section 142 and 143 of the Job
.- Training Partnership Act apply except. (1) Participants who are eli-

gible for Medicaid benefits would continue to receive them instead’

of employer-provided health benefits, where applicable. (2) Some

in Sections 142(aX3XC) and 143(d) of the JTPA. - -

=+ Nonduplication and nondisplacement requirements replicaté
the requirements contained in subsections (a) and (b) of section 177
of the National and Community Service Act of 1990. The Sena
amendment applied these provisions by reference. ‘

Not more than 10 percent of the grant may be used for édmin-'

“istrative costs. Not less than 70 percent of the amount of & grant

must be used to provide compensation and. supportive services to -

. participants in a project. -

Depending on whether the pr-.;zjects‘cén pay the “pre -

In awardingegrants.' the -Sec:ret,ary i& directed to consider the -
same factorg listed in the Senate amendment, ¢xcept the likelihood -

pro'gts may nat be subject to the “prevailing wage” requirements’

'(‘

-~ wage or only 125 percent of the minimum wage, noncustodial par-

ents-who are at least two months in arrears in their child support
payments are eligible to be paid no-less than either (1) the prevail-
\ng wage, or (2) the higher of 125 geroent'of the applicable Federal
or State minimum wage, for each hour the participant works in the

project and the participant receives education, job training, and job
search services, not to exceed 8 hours. In no case, however, Would_ ,

2009
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the rate of pay be less than 125 percent of the Federal or applica.
' ble State minimum wage. | L o
Depending on the type of projects in which they are enrolled,
AFDC recipients may not be required to work on a monthly basis
fnore than the number of hours determined by dividing the fami.
ly's monthly sssistance amount by (1) the prevailing wage, or (2)
tjv"_le greater of 125 percent of the Federal or applicable State-mini-

mum wage. In no case, however; would the rate of pay be less than

125 percent of the applicable. minimum wage. If an individual

chooges to work any additional hours, the individual must be paid

. for each additional hour an amount equal to either (1) the prevail-
ing wage, or (2) the greater of 125 percent of the Federal or applica.
ble State minimum wage. ' '

AFDC recipients who work off their benefits will receive a -

banug equal to 25 percent of the average amount of monthly AFDC .

benefits in their State. . -

The Secretary may approve an applicatioh that provides for an. "
alternative methad of compensation so long as it does not reduce !

\

the amount received by a participant below the amount payable -

under the basic compensation method described above.

All wages would be exempt from countable income for all Fed-

erally-assisted means-tested programs, including the Higher Educa-
tion Act of 1965. : oo ‘

As in the Senate amendment, in order to sssure that each indi- :
vidual will have time to seck slternative employment or to partici-

pate in an alternative employability enhancement activity, no indi-
vidual may participate in work on a project for inore than 32 hours
per week. ‘ E ) R B
Individusals participating in ‘progﬁcts shall receive assistance to
meet, costs of transportation and child
costs of uniforms or other work materials.

" Each participant must be tested for basic reading and writing
competence and must be furnished counseling and instruction if

the particiﬂt fails a basic competency test. However, individuals
who have been tested by an employment, education, or training

- program for basic reading and writing competence within one year

of enrollment in a project, shall not be required to be tested.

" As under the Senate amendment, the Secretary may suspend

- or terminate payments for a project if the Secretary determines

that an organization has materislly failed to comply with the re-
quirements of this demonstration project. - :

. - As under the Senate amendment, -organizations conducting a

community works progress project would be required to establish

.and maintain a procedure.for the filing and adjudication of griev- -

ances from participants, labor organizations, and other inte

individuals, including grievances regarding proposed placements of - |

participants in the project. Grievances must be filed not later than
1 year after the date of the alleged occurrence. of the event that 1s
- the gubject of the grievance. - - S S

* . Remedies for a grievance filed include: (1) prohibition of the

- placement; (2) reinstatement of the participant fo the position; (8) -

payment of lost w:gles and benefits; (4) reestablishment. of other
relevant terms, conditions, and privileges of employment; and (6)

1d ‘care, as well as necessary .
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yitable relief as is necessary to correct any v:olat;on or'to make

. the participant whole.

“An application for a.grant to conduct a pro,]ect, must mclude

(1) 8 description of the type of project to be carried out; (2) a de- .

. Bcnptlon of the objectives and performance goals of the project; (3) .

- an agreement between the organizdtion and the child support en- -
. forcement agency to seek courtordered enrollment of -a noncusto- -
" dia) parent who is not employed and is two months in arrears on

his child support payments; (4) a description of a plan for manag-
ing and funding the project; (5) in the projects not required to pay
the prevailing wage when that wage is applicable, written concur-

e

rence from any local labor organization representing employees in - -

the area who are engaged in work of the same or similar character

description of farmal job training and' job search arrangemeats; (7)
an assurance that.the project will be coordinated with other Feder-

assurance that the organization will participate in cooperative ef-

forts among community-based ageéncies; local educational agencies,
- and local government agencies, businesses, and State agencies, to

develop and provide supportive services; {9) a description of fiscal
control, accounting, audit, and debt collectlon procedures to assure

the proper disbursal of funds and (10) s projection of the amount .
‘the organization intends to sp-end in each fiscal year.
‘ The Secretary is required to publish the grant apphcatmn, -

notice no later than January 1,1993.
The Secretary shall carry out up to four project evaluat:wns
c:JSthg no more than $6 million, It shall be based on an experimen-

tal design with random assignment between a treatment group and.

8 control group. The Secretary: shall use the data to analyze the

“benefits and costs of the project with particular attention to esti-

mates of the value of the goods and services produced and differ-

* ences between the payment of “prevailing wages” and 125 percent

of the applicable minimum wage. A final rep-ort is due one year
after the final project is completed.

As in the Senate amendment, within 60 days after enactment, |
" the Secretary of Labor, in consultation with. the Secretary of

" or nature 8s that proposed to be carried out by the project; (6) a -

h ally assisted education, training, and social service programs; (8) an |

Heelth and Human Services and the Secretary of Housing and
Urban Development, is required to establish a task force to identify -

any Federal funds (in addition to funds authorized to operate the

projects) that may be used in-coramunity works. progress projects,

.and to identify any modifications to existing policies or procedures -
that would facilitate the implementation of the projects. The task -
force is to be compased of one representative each from the Depart-

ments of HHS, Labor, and HUD. The task force is required to

‘submit a report to the Secretanes of these departments-and to the

Congress with any findings and recommendations that it may have.

o1l
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TABLE 3 — PRELIMINARY SUMMARY COST ESTRMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
{By fiscal year, in millions of dollars) 3

A Year > rear | IV Year | IU Yoar
Total | Federal Total |  Federu]
FARENTAL RESTUNSIBILITY _ :
Minor Mothers B _ as; (30} (210} (8
No Additiops] Benefits for Additional Children (660 {220 {2,150 {810
Child Support Enforcment :
Paternity Establishment (Net) Ess (90; Ez,oso (400
Enforcement (Net) o 405)| {160 4,700 (1,55
Computer Costs - 46 420 1,08 97
SUBTOTAL, PARENTAL RESPONSIBILITY . (1,220) 80y (8,055 (1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JORS-P : - 305 2715 1,225 1,105
Additional JOBS Spending , 2,580 2320] 7,140| 6428
Additional Child &3 for JOBS : ’ 1,805 1,625 4,900 4,410
WORK Pro | 790 70| 10,150] 9,135
Additicnal Child Care for WORK 365 330 4,585 4,125
Savings fram Child Care and Other Expansion (50} 0y (1.275) (700)
Transitional Child Care 560 508 2,580 2,320
Enhanced Teen Cass Manegement 210 190 595 535
Savings - Casaload Reduction (520} (“:."g? {S.Ogg) {2,800)
ADP Federal and State Syntems/Admin Efficicocy 630 8 500
SUBTOTAL, JOBS/WORK 6;6385 6,285 25,635] 25485
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 5,465 6,205 17,580 23,580
Working Poor Child Care (Capped at $2 '

in net spending). 5,000 45001 16,270 | 14,645
Rem\rem Parent (UP) Restrictions i 2,210 1,160 8,260 4,355
Comprebensive Demonstration Granta ' 200 2001 350 350
N on-C\ss_todi&_l Parent JOBS/WORK 3| 335 1,855 1,670
Access Grants and Parenting Demonstrations 135 120 285 255
Child Support Assurance Deonsteations 550 485 1,500 1,350
IDA and Microenterprise Demonstrations 300 270 100 630

SUBTOTAL DEMONSTRATIONS ' 1,555 1,420 4,650 4,255
REINVENTING GOVERNMENT ASSISTANCE
State Fleaibility oa Eamed Income and

sad Child Support Discegards 1,720 {945 ) 4895 | 2,605
Generally Conform Assets o Food Stamps on Limit,

Burial co, Real Property, Transfees Cows| S| ess 240
Sel Aute Exclusions to $4500 Equity Value 955 9ss | 2,785 | 2,785
Double Territories® Cups/Adjust for Inflation 370 s 1,060 790
All Others . $05 555 2,265 1,375

SUBTOTAL RGA 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 RGA £,465 6,205 17,580} 23,580
OPTION 2 « No 2 Parent, 50% Child Care, 50% Demos :

and 50% RGA 10,850 10,580 | 33,890 36,973
OPTION 3 - 50% Child Care, 50% Demos, and 50% RGA 13,060 10,740 | 42,150 | 41,328
OFTICN 4 - 50% Demos and 50% RGA 1 15,560 13,990 50,285 48,650
OFTION 5 - TOTAL PLAN 18,445 16,115 58,460 | 54,720

"Nol&'T: ™ Parenthesds denote sa_vmﬁx. ’ )
Noté:2: Hive Yiear and Ten Year Federal estimsates represeat 90% of all expeaditures except for
the following: beacefits are at current match rates; child support is matched 2t rates
specified in the hypothetical plan; and comprebensive demonstration grants are matched at 100%.

Source: HHS/ASPE steff estirpates. These estimates have baey shared with steff within HHS and OMB but bave not been
officially reviewed by OMB. The policies do not represent & ¢onseasus recommendation of the Working Group co-chairs.
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Y Possible Offset Options for Welfare-Reform -- Federal
@ﬁ_@ﬁ—j"f;ﬁ/ Extrapolated to 2004
T (> ¢ . ' . 5-year '
fre-h Meih - 1995 1996 1997 1998 1999 Total 2000 2001 2002 2003 2004  Total | Y

dollars in billions

Man ving igns Under Consideration;

Limit Emergency Assistance 1/ 026 -0 §i 045 050 056 _

Target Child Care Food Program 2/ 0.00 000 018 019 0.20 0.21 022 023 024 025

No AFDC If Total Household Income _ _

Exceeds 130% of Poverty , 072 075 077 080 083 0.86 089 092 096 099
L - - a# u%rw* it

Tighten Sponsorship and Eligibility Rules komﬁb‘f gﬂ -

for Aliens: _ \/

Make current 3-year SSI deeming rules cftf‘ 0&‘” fﬁﬁﬁf pL Wﬂwﬂnp ‘
~ perminent and extend to AFDCand |V W

Food Stamps and limit assistance to

‘ (.08 0.13 0.47 0.56 0.63
Extend deeming period to citizenship 3/ 0.15 0.30 0.45 083 11
Alien deeming subtotal 0.22 043 092 _ 1.38.——.1.73

Subtotal 120 152 232 287 332
rltems=Revenues ot o
Tax Credit Eligibility 4f
Deny EITC to non-resident aliens 000 003 003 003 004 004 004 004 0.04 004

Phase out dependent care tax credit for
AGI between $90,000 and $110,000 0.09 0.19 018 . 016

Watd) rravd)
ot gt e

Frod- it ol

017 017 018 018 0.19

321494239 PM 1




Possible Offset Options for Welfare Reform -- Federal
Extrapolated to 2004

. ‘ 5-year 10-year
1995 - 1996 1997 1998 1995 Total 2000 2001 Total
. ‘ _ dollars in billions _ :
Cafeteria Plan Exemption NA NA NA NA NA NA NA NA NA NA
Subtotal 009 022 021 0.19 0.21 021 021 022 022 023
. Other Items—Revenues (continued); :
Tax lia 4/ _ .
EITC info reporting for DOD personnel 000 001 006 006 006 0.07 007 008 008 0.08
Increase withholding on gambling _ : : :
winnings > $50,000 to 36% 0..26 0:12 0.05 (.05 0.05 005 006 006 006 007
Withholding rate of 28% on keno, slots,
and bingo winners > $7,500 0.15 0.06 0.01 0.01 0:01 001 001 o001 001 0.01
Require information reporting on
winnings of $10,000+ from gambling :
regardless of odds (except State lotteries} 0.1 004 . 005 0.06 0.06 0.07 008 008 009 0.10
) Subtotal 0.42 023 0.16 0.17 019 020 022 023 024 0.26
New Revenue
4% excise tax on net receipts of gambling . ,
establishments (except State lotteries) 4/ _0.45. 0.63 0.66 0.69 0.73 076 080 083 086 0.90
Other Items:
Reduce inappropriate EITC credits NA NA NA N NA NA NA NA NA
. TOTAL ALL ITEMS 217 2.59 3.35 392 444 476 507 540 576 6.21

3/21/94 2:39 PM

g



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/ A 5% growth rate is assumed. Reflects incremental savings from line above. Reflects 3/ 21/94

estimates.,
4/ Growth Rate assumed to be at the same dollar increment as between 1998 and 1999.

o o ot 1784 7T

To, bt
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$ billions

Federal Offsets for Welfare Reform Option A _
Compared To Net Costs, Including Non-Welfare Impacts

$9bil o~
$8bil |-
$7bil |-

$6 bil |

$5 bll ;; Ma.ndat()ry Si\fings

y f?ﬁ'a/o&xers

$4bil +

$3 bil

$2bil .
_ Reinventing Government

1bil - ;
$ bll Mandatory savings options under consideration.

$0 bil £ T j T ‘ T T T j T
1995 1996 1997 1968 1999 2000 2001 2002 2003 I2004

The 130% household income limit for AFDC eligibility is included in the mandatory offset line.

March 21 unreviewed estimates



TABLE 3 - PRELIMINARY SUMMARY COST ESTNATEIS)gEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
{By fiscal year, in millions of dollars) 3

> Year | v Year | fUYear [ IU Vear
Total | Federal Totl | Federsl

PARENTAL KEsPUNSIBILILE

Minos Mothers 85)| {30 (z10 (8
No Additiona] Benefits for Additionsl Children { 60} (22}03 (2.150; (810
Child Support Enforcment _
Pateruty Estahlishment (Net) ESS {90} E2,080 (400
Enforcement (Nef) . 40 {160 4,700 {158
Computer Costs 46 420 1,08 a7
SUBTOTAL, PARENTAL RESPONSIBILITY (1,220) ®o)| @oss @.879
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK .
JOBS-! " 305 275 1,225 1,105
Additiozf JOBS Spending 2,580 2,320 7.140 6,425
Additional Child C;: for JOBS ‘ 1,805 1,625 4,900 4,410
WORK Pro 790 70| 10150 9,135
Additional Child Care for WORK 365 310 4,585 4,125
Savings from Child Care and Other Expansion - (50) 50y (1,219 (700)
Transitional Child Care ‘ 560 sos | 2580 2320
Enhancad Teen Caso Management 210 19¢ 595 535
Savings - Caseload Reduction . ) (520) 285y 5,0900] (2,800
ADP Federal and Stats Systems/Admin Efficiency _ 680 665 g 900
SUBTOTAL, JOBS/WORK 6,685 4,285 25,635 25,455
SUBTOTAL, JORS/WORK AND PARENTAL RESP | 5,468 6,205 | 17,580] 23,580
Working Poor Child Care (Capped ut $2b
in net spending). - 5,000 4,500 | 16,270 | 14,645
Remm% Parent (UP) Restrictions | 2,210 1,160 8,260 4,355
Comprehensive Demnnstration Grants ' 200 200 350 350
Non-Custadial Pereat JOBS/WORK : 370 335 1,858 1,670
Access Grants and Parenting Damonstrations 133 120 285 255
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microeaterprise Demonstaations : 300 210 700 630

SUBTOTAL DEMONSTRATIONS 1,555 [ 1,420 4690 | 4,258

REINVENTING GOVERNMENT ASSISTANCE
State Flexibility on Eamed Incoma and

and Chilgosntlppod Disregards 1,720 945 4,895 2,695
Generall urm Assets to Food Stampe on Limit,

Bunal ce, Resl Pr(n)gerty, Transfers 265 100 655 240
Set Auto Exclusions to $4500 Equity Value 955 - 058 2,785 2,785
Double Territories” Caps/Adjust for Inflation 370 275 1,060 790
All Others . 505 558 2,265 1,375

SUBTOTAL RGA 4,215 2,83¢ | 11,660 7,885
GRAND TOTAL 18,445 | 16,115 58,460 | 54,720
OPTION 1 - No Child Care, 2 Parent, Demaos or RGA 5,465 6,205 17,580 | 23,5%0
OFTION 2 - No 2 Pareat, 50% Child Care, 50% Demos -

and 50% RGA - 10,850 10,580 33,890 36,973
QPTION 3 - 50% Child Care, 50% Demos, and 50% RGA 13,060 C 11,7407 42,150 | 41,328
OFTION 4 - 50% Demos and 50% RGA . 15,560 3,990

\50.235 48,650
CPTION § - TOTAL PLAN 18,445 | 16,115 | \58.460 | 354,720
Nole' 2 Firenlhasea denole saymgs. ! - o h
Note'2; Ei_—‘te‘iﬁg&: 04 Ten Year Fedéral ectimates represept 90% of all expenditures except fa&

the following: beacfits are at current meich rates; child support is matched at rates

specified in the hypothietical plan; &nd comprebensive demonstration grants are matched st 100%.

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially revicwed by OMB. The policies do not represeat a consensus recommendation of the Working Group co~chairs.
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TABLE 3 -- PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

(By fiscal year, in millions of dollars)

J Yéar D rear 1U Year 10U Year
. Total | Federal Total Federal
PARENTAL RESFOUNSIBILI LY
Minor Mothers (85) (30) (210) (85)
No Additional Benefits for Additicnal Children (660) 220)| (2,150) (810)
Child Support Enforcment
Paternity Establishment (Net) (535) o0 (2,080 (400)
Enforcement (Nef) ' {403) (160)|  (4,700)  (1,5535)
Computer Costs 465 420°| 1,085 975
SUBTOTAL., PARENTAL RESPONSIBILITY (1,220) 80| (8,055 (1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS- nnf 305 . 275 1,225 1,105
Additional JOBS Spending 2,580 2,320 7,140 6,425
Additionzl Child Care for JOBS 1,805 1,625 4,900 4,410
WORK Program 780 710| 10,150 | 9,135
Additionsl Child Care for WORK 365 | 330 4,585 4,125
Savings from Child Care and Other Expansion (30) GOy (1,275 (700)
Transitional Child Care 560 505 2,580 2,320
Enhanced Teen Case Management 210 190 595 535
Savin%s - Caseload Reduction (520) (285 (5,000 (2,800)
ADP Federal and State Systems/Admin Efficiency 680 665 825 900
SUBTOTAL, JOBS/WORK 6,685 6,285 1 25,635 25455
SUBTOTAL, JOBS/W ORK AND PARENTAL RESP 5,465 6,205 17,580 23,580
Working Poor Child Care (Capped at $2b -

in net %ﬂdiﬂg). 5,000 4,500 16,270 | © 14,645
Remove Two Parent (UP) Restrictions 2,210 1,160 8,260 4,355
Comprebensive Demonstration Grants 200 200 350 350
Non-Custodial Parent JOBS/WORK 370 335 1,855 1,670
Access Grants and Parenting Demonstrations 135 120 285 285
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microenterprise Demonstrations 300 270 700 630

SUBTOTAL DEMONSTRATIONS 1,555 1,420 4,690 4,255
REINVENTING GOVERNMENT ASSISTANCE
State PFlexibility on Eamed Income and '

and Chifd Support Disregards 1,720 . 610 4,895 2,695
Generally Cont%rm Assets to Food Stamps on Limit, . :

Burial Insurance, Real Property, Transfers 265 100 655 240
Set Auto Exclusions to $4500 Equity Value 955 955 | 2,785 | 2,785
Double Territories' Caps/Adjust for Inflation 370 275 1,060 790
All Others 905 555 2,265 1,375

SUBTOTAL RGA 4,215 2,495 | 11,660 7,885
GRAND TOTAL 18,445 15,780 58,460 54,720
OPTION 1 - No Child Care, 2 Parent, Demos or RGA 7,675 7,365 25,840 27,935
OPTION 2 - No 2 Parent, S0% Child Care, 50% Demos
, and 50"1? RGJI"L _ : 10,850 10,412 33,890 36,973
OPTION 3 - 50% Child Cire, S0% Demos, and 50% RGA 13,060 11,572 42,150 41,328
OPTION 4 - 50% Demos and 50% RGA 15,560 13,822 50,285 48,650
OPTION § - TOTAL PLAN 18,445 15,780 58,460 54,720

NoOW&E.T; Parentheses deaole savih

Naté 2: Fi-‘-',e‘_Y;gar.and'Teq Year %-‘edeml estimates represent 90% of all expenditures except for
the.following: benefits are at curreat match rates; child support is matched at tates
specified in the hypothetical plan; and comprehensive demonstration grants are matched at 100%,

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs.




TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)

By fiscal year, in blllions of doilars)

/D

S Yoar | S Year {10 Yoar |10 Year
Total raly  Total |F
Cap Emergency Assistance 212 2.2 5.566 :
Target Child Care Food Program 0.57 0.57 2.29 ‘| 2.29
\_/
Conform AFDC to Food Stamps 130% of Povert| 6.99 3.84 | 19,18 8.49
Reduce by 1/2 3.50 1.92 9.59 528
Reduce by 1/3 4.66 256 | 1278 7.03
Tighten Sponsorshlp and Eligibility Rules
for Allens:
Make current 5-year SS| deeming rules
permanent and extend to AFDC and )
Food Stamps and lirnit assistance to 2.74 1.85 9.10 6.11
PRUCOLS
Extend deaming perlod to 7 years 3.45 232 | 11.99 7.99
Extend deeming period to citlzenship 6.80 467 | 23.95| 16.29
EITC: Denlal to non-resident aliens
‘ info reporting for DOD personnel 0.32 0.90 0.90
Gambling
increase withholding on gambling winnings
>$50,000 to 36% 0.52 0.81 -0.81
Withholding rate of 28% on keno, slots,
and bingo winnars > $7,500 0.25 0.31 0.31
Require information reporting on
winnings of $10,000+ from gambiling
regardless of odds (except State lotteries) 0.22. 0.64 0.64
5% exclse tax on net receipts of gambling
estabilshments (except State lotteries) 3.95 9.14 9.14
Other:
Phase down depandent care tax cradit 10% for 7
AGl over $70,000 0.78 \0.78 / 1.67 1.67
, _/
OPTION 1 (5 Yr Deaming, No 130% income Tes 11,47 @ 3052 { 27.53
OPTION 2 (7 Yr Deeming, 1/3rd 130% Income T 16.84 13.61  46.19 36.44
|opPTION 3 (Deem to Citizenship, 1/2 130% Test) 18.08 1532 54.96 42,99
OPTION 4 (Deem to Citizenshlip, Full 130% Test) 2252 1724 6455 46.20

454 -9
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TABLE 3 -- PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
(By fiscal year, in millions of dollars)

2 Year S Year iU Year iU Year
' Total | Fedeml Total | Federal
PARENTAL RESPUNSIBILITY .
Minor Mothers - (83) (30) (210 (83)
No Additional Benefits for Additional Children (660) (220)| 2,150)] . (810)
Child Support Enforcment
Paternity Establishment (Net) (535) (90)1  (2,080) (400;
Enforcement (Net) {405) (16| (4,700 (1,555
Computer Cpsts 465 420 1,085 975
SUBTOTAL, PARENTAL RESPONSIBILITY (1,220) (80)] (8,055 (1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK '
JOBS-Pr 305 .25 1,225 1,105
Additiona) JOBS Spending 2,580 | 2,320 7,140 6,425
Additional Child for JOBS 1,805 1,625 4,900 4,410
WORK Program 790 o 10,150 9,135
Additional Child Care for WORX : 365 |- 330 4,585 4,125
Savings from Child Care and Other Expansion (90) G5Oy  (1,275) (700)
Transitional Child Care _ 560 508 2,580 2,320
Enhanced Teen Case Management 210 190 595 535
Savings - Caseload Reduction {520) (285 (5,090 (2,800)
ADP Federal and State Systems/Admin Efficiency 680 665 825 300 |
SUBTOTAL, JOBS/WORK | 6,685 6,285 25,635 25,455
SUBTOTAL, JOBS/WORK AND PARENTAL RESP 1 5,465 6,205 17,580 | 23,580
Working Poor Child Care (Capped at $2b ' .
in net ding). 5,000 4,500 16,270 14,645
Removcs’m‘:) Parent (UP) Restrictions 2,210 1,160 8,260 4,355
Comprehensive Demonstration Grants 200 2001 . 3s¢ 350
Non-Custodial Parent JOBS/WORK 370 335 1,858 1,670
Access Grants and Parenting Demonstrations 135 120 285 255
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microenterprise Demonstrations 300 270 700 630
SUBTOTAL DEMONSTRATIONS - 1,555 | . 1,420 4,690 4,255
REINVENTING GOVERNMENT ASSISTANCE
State Plexibility on Earned Income and
and Child Support Disregards 1,720 610 4,895
Generally Conform Assets to Food Stamps on Limit,
Burial Insurance, Real Pro , Transfers 265 100 635
Set Auto Exclusions to $4500 Equity Value ‘ 955 055 2,785
Double Territories' Caps/Adjust for [nflation 370 275 1,060
All Others 905 555 2,265
SUBTOTAL RGA 4215 2,495 | 11,660
GRAND TOTAL ____ o o 18,445 15,780 1 58,460
OPTION 1 - No Child Care, Paréut,)Demos or RGA 7,675 7,365 25,840
OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos
_ md 505 RGA 10,850 10,412 33,890
OPTION 3 - 50% Child Care, 50% Demos, and 50% RGA {13,060 11,572 ) 42,150
OPTION 4 - 50'% Demos and 50% RGA 15,560 13,822 | 50,285
OPTION 5 - TOTAL PLAN 18,445 | 15,780 | 58,460
Ole-L. Iarentneses deno savm%s. IS
Note 2; Five Year and Ten Year Federal estimates represent 90% of all expenditures except for

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

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represeat a consensus recommendation of the Working Group co-chairs.
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TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)

(By fiscal year, in billions of dollars)

5 Year | 5 Year |10 Year |10 Year
Total |Federal Total [Federal
Cap Emaergency Assisiance 2.12 212 5.66 5.56 |
Targat Child Care Food Program 0,57 0.57 2.29 2.29
Conform AFDC to Food Stamps 130% of Povert 6.99 3.84 | 19.18 8.49
Reduce by 1/2 3.50 1.92 9.59 5.28
Reduce by 1/3 4.66 2561 12.78 7.03
Tighten Sponsarship and Eliglbllity Rules
for Allens:
Make current 5-year SS| deeming rules
permanent and extend to AFDC and
Food Stamps and [imit assistance to 2,74 1.85 9.10 6.11
PRUCOLS
Extend deeming perled to 7 years 348 232 | 11.89 7.99
Extend deeming perlod to cltizenship 6.80 467 | 2395 | 16.29
EITC: Denlal to non-resldent aliens
~ Info reporting for DOD persennel 0.32 0.32 0.90 0.90
Gambling
Increase withholding on gambling winnings
>$50,000 to 36% 0.562 0.52 0.81 0,81
Withholding rate of 28% on keno, slots,
and bingo winners > $7,500 0.25 0.25 0,31 0.31
Requlre information reporting on
winnings of $10,0600+ from gambiling
| regardless of odds (except State lotterles) 022.| 022 0.64 0.64
5% excise tax on net recelpts of gambilng . .
establishments (except State lotterles) 3.85 3.95 9.14 9.14
Other:
Phase down dependent care tax credit 10% for
AGI over $70,000 0.78 0.78 1,67 1.67
OPTION 1 (6 Yr Deoming, No 130% income Tes 1147 1058 3052 2753
OPTION 2 {7 Yr Deeming, 1/3rd 130% Income T 16.84 1361 46,19 3644
OPTION 3 (Deam to Citizenship, 1/2 130% Test) 19.03 1532 54.96 4299
OPTION 4 {Daem to Citizenship, Full 130% Test) 2252 17.24 64,55 46.20
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TABLE 3 -- PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

(By fiscal year, in millions of dollars)

SYear| 5 Yexr] 10 Year | 10 Yéar
Total | Federal Total Federal
PAKENTAL KESPUNSIBILITY
Minor Mothers I (es; G0l @10 (85)
No Additional Benefits for Additional Children (660 (220}  (2,150) . (810}
Child Support Enforcment
Paternity Establishment (Net) (535} (90)| (2,080) (400}
Eaforcement (Net) (405} {160) {4,700) (1,555}
Computer Costs 465 420 1,085 975
SUBTOTAL, PARENTAL RESPONSIBILITY (1,220) (80)| (8,085)) (1,875
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Pre : 305 . 275 1,225 1,105
Additionnf JOBS Spending 2,580 2,320 7,140 6,425
Additional Child for JOBS 1,805 1,625 4,900 4,410
WORK Program 750 710 10,150 9,135
Additional Child Care for WORK. 365 330 4,585 4,125
Savings from Child Care and Other Expansion (90) 50y} (1,275) (700)
Transitional Child Care 560 505 2,580 2,320
Enbanced Teen Case Management 210 190 595 535
Savin%s - Caseload Reduction (520) (285) (5.090)} (2,800)
ADP Federal and State Systems/Admin Efficiency 680 665 825 900
SUBTOTAL, JOBRS/WORK 6,685 6,285 ] 25,635 | 25455
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 2,210 1,160 8,260 4,355
Compreheasive Demonstration Grants 200 200 350 350
Non-Custodial Parent JOBS/WORK . 370 335 1,855 1,670
Access Grants and Parenting Demonstrations 135 120 285 255
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microenterprise Demonstrations 300 270 700 630

SUBTOTAL DEMONSTRATIONS 1,555 1,420 4,690 4,255
REINVENTING GOVERNMENT ASSISTANCE
State Flexibility on Eamed Income and

and Child Sufppon Disregards 1,720 610 4,895 2,695
Generally Conform Assets to Food Starops on Limit,

Burial Insurance, Real Property, Transfers 265 100 655 240
Set Auto Exclusions to $4500 Equity Value 953 955 2,785 2,785
Double Territories’ Caps/Adjust for Inflation 370 275 1,060 790
All Others ‘ 905 555 2,265 1,375

SUBTOTAL RGA 4,215 2,495 11,660 7,885
GRAND TOTAL 18,445 | 15,780 | 58,460 | 54,720
OPTION 1 - No Child Care, 2 Pareat, Demos or RGA 7,675 7,365 | 25,840 27,935
OPTION 2 - No 2 Pareat, 50% Child Care, 50% Demos
. a:;d ‘50%_ RGA . 10,850 | 10,412 | 33,800 36,973 |
OPTION 3 - 50% Child Care, 50% Demos, and 50% RGA 13,060 11,572 | 42,150 | 41,328
OPTION 4 - 50% Demos and 50% RGA 15,560 13,822 | 50,285 | 48,650
OPTION 5 - TOTAL PLAN 18,445 | 15,780 | 58,460 | 54,720

Note ;. Pareathescs Jenote savings,

Note'2: Five Year and Ten Year Federal estimates represent 90% of all expenditures except for
the. following: benefits are at current maich rates; child support is matched at rates
specified in the hypothetical plan; and comprehensive demonstration grants are matched at 100%.

Source: HHS/ASPE staff estimates. These estitnates bave been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co~chairs,



TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)

(By fiscal year, in billions of dollars)

5 Yoar { 5 Year |10 Year {10 Year
Total {Federal Total {Fedaral
Cap Emergency Asslsiance 21271 212 5.66 5.60
Target Child Cars Food Program 0.57 0.57 2.29 2.29
Conform AFDC to Food Stamps 130% of Povert 6.99 3.84 | 19.18 8.49
Reduce by 1/2 3.50 1.92 9.59 5.28
Reduce by 1/3 4.66 256 | 1278 7.03
Tighten Sponaorshlp and Ellgibility Rules
for Allens:
Make current 5-year SSl desming rules
permanent and extend to AFDC and
Food Stamps and limit assistance to 2.74 1.85 910 6.11
PRUCOLS '
Extend deeming period to 7 years 3.45 232 | 11.99 7.99
Extend deeming perlod to cltizenship 6.80 467 1 23.95| 16.29
EITC: Denlal to non-resident aliens
Info reporting for DOD personnel 0.32 0.32 0.90 0.90
Gambling
Increase withholding on gambling winnings
- »$50,000 to 36% : 0.52 0.62 0.81 0.81
Withholding rate of 28% on keno, slots,
and bingo winners > $7,500 0.25 0.25 0.31 0.31
Require information reporting on
winnings of $10,000+ from gambiing
regardless of odds (except State lotteries) 022 | 0.22 0.64 0.64
5% exclse tax on net raceipts of gambling
establishments (except State iotteries) 3.95 3.85 9.14 9.14
Qther: _
Phase down dapendent care tax credit 10% for
AGI over $70,000 0.78 0.78 1.67 1.67
OPTION 1 (6 Yr Deaming, No 130% Income Tes 11,47 1058 3052 2753
OPTION 2 {7 Yr Deaming, 1/3rd 130% Income T 1684 13.61 46,19 36.44
OPTION 3 (Deem to Citizenship, 1/2 130% Test) 19.08 1532 54.96 42.99
OPTION 4 (Deem to Citizenship, Full 130% Test) 2252 17.24 6455 46.20




TABLE 3 -- PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

(By fiscal year, in millions of dcllars)
S Year SYéar | 10 Year [ 10 Year
Total | Federal Total | Federal
[ PARENTAL RESPONSIBILITY
Minor Mothers {85) {30) (210) {85)
No Additional Benefits for Additional Children {660) (220)| (2,150) (810)
Child Support Enforcment
Paternity Establishment (Net) (535) (90)]  (2,080) (400)
Enforcement (Net) (405) (160)|  (4,700)| (1,555)
Computer Costs 465 420 1,085 975
SUBTOTAL, PARENTAL RESPONSIBILITY (1,220) (80) - (8,055} (1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK _
JOBS-Prep - 305 275 1,225 1,105
Additional JOBS Spending 2,580 2,320 7,140 6,425
Additional Child 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 Care and Other Expansion (90) (50)| (1,275) (700)
Transitional Child Care | 560 sos| 2,580 | 2,320
Enhanced Teen Case Management 210 190 595 535
Savings - Caseload Reduction (520) (285)1  (5,090)| (2,800)
ADP Federal and State Systems/Admin Efficiency 6580 665 825 500
SUBTOTAL, JOBS/WORK 6,685 6,285 25,635 25,455 |.
SUBTOTAL, JOBS/WORX AND PARENTAL RESP 5,465 6,205 17,580 | 23,580
Working Poor Child Care (Capped at $2b

in net %nding). 5,000 |- 4,500 16,270 14,645
Remove Two Parent (UP) Restrictions 2,210 1,160 8,260 4,355
Comprehensive Demonstration Grants 200 200 350 350
Non-Custodial Parent JOBS/WORK 370 335 1,855 1,670
Access Grants and Parenting Demonstrations 135 120 285 255
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microenterprise Demonstrations 300 270 700 630

SUBTOTAL DEMONSTRATIONS ) 1,555 1,420 4,690 4,255
REINVENTING GOVERNMENT ASSISTANCE { RGA )
State Flexibility on Eamed Income and

and Child Support Disregards : 1,720 610 4,895 2,695
Generally Conform Assets to Food Stamps on Limit,

Burial Insurance, Real Property, Transfers 265 100 655 240
Set Auto Exclusions to $4500 Equity Value 955 955 2,785 2,785
Double Territories* Caps/Adjust for Inflation 370 275 1,060 790
All Others 905 555 2,265 1,375

SUBTOTAL RGA 4,215 2,495 11,660 7,885
GRAND TOTAL 18,445 15,780 | 58,460 | 54,720
OPTION 1 - No Child Care, 2 Parent, Demos or RGA 7,675 7,365 | 25,840 27,935
OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos
, apd 50'.?(? RGA 10,850 10,412 33,890 36,973
OPTION 3 - 50% Child Care, 50% Demos, and 50% RGA 13,060 11,572 | 42,150 ] 41,328
OPTION 4 - 50% Demos and 50% RGA 15,560 13,822 50,285 48,650
OPTION 5 - TOTAL PLAN . 18,445 | 15,780 | 58,460 | 54,720

Nole I Parentheses denole savin

S Y1ngs. ;
Note 2; Five Year and Ten Year %‘ederal estimates represent 90% of all expeaditures except for
the.following: benefits are at currest match rates; child support is matched at rates
specified in the hypothetical plan; and comprehensive demonstration grants are matched at 100%.

A

Source: HHS/ASPE staff estimates, These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs.

RN B



- TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)
(By fiscal year, In billlons of dollars) -

5 Yoar | 5 Year (10 Year |10 Year
Total (Fedaral Total |Federal
Cap Emergency Assiatance 172 212 586 | 5.66
Target Child Care Food Program — 057 | 229| =229
Conform AFDC to Food Stamps 130% of Povert| 699 | 3.84 | 1918 | 849
Reduce by 1/2 3.50 1.92 9.59 5.28
Reduce by 1/3 ARGy 256 | wRs-| #o3
o a9 | 19t | ge0 | Y27
Tighten Sponsorshlp and Eligicllity Rules
for Allens: -
Make current 5-year SSi deeming rules
permanent and extend to AFDC and
Food Stamps and limit assistance to (274 } 185 9.10 6.11
PRUCOLS —
Extend deeming perlod to 7 years (3.45 232} 11.99 7.99
Extend deeming perled to cltizenshlp 6.80 4.67 | 2395 16.29
EITC: Denlal to non-resident aliens
irifo reporting for DOD personnel 0.32 0.32 0.90 0.90
Gambiling
increase withholding on gambiing winnings:
>$50,000 to 36% 0.52 0.52 0.81 0.81
Withholding rate of 28% on kono. slots, |
and bingo winners > $7,500 0.25 0.25 0.31 0.31
Requlre information reporting on
winnings of $10,000+ from gambling
regardiess of odds (axcept State lotteriss) 022 022 0.64 0.64
5% excise tax on net recaipts of gambling
establishments {(except State iotterlas) 3.95 3.95 9.14 9.14
Other:
Phase down dependent care tax credit 10% for
AGI over $70,000 0.78 0.78 1.67 1.67
OPTION 1 (5 Yr Deeming, No 130% Income Tes  11.47 10.58 3052 27.53
OPTION 2 (7 Yr Deeming, 1/3rd 130% income T 198%. ¢ 4559 3644
i b7 297 ‘/’J.a/ 23.L8
OPTION 3 (Deem to Citizenship, 1/2 130% Test) 1903 1532 5486 42.99
OPTION 4 (Deem to Citizenship, Full 130% Test) 2252 17.24 6455 46.20
L ys
2.2y
-—:"fi:—
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TABLE 3 —~ PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
(By fiscal year, in millions of dollars)

S Year | o Ycar | IU Year | 10U Year
: Total | Federal Total Federal
PARENTAL KESPONSIBILITY
Minor Mothers (8 (30% 210) (85)
No Additional Fenefits for Additional Children (660)| (220 (2,150) (810)
Child Support Enforcment
Paternity Establishment (Net) ~ {535) G0 (2,080) (402;
Enforcement (Net) : (405) (160)| 4,700)| (1,55
Computer Costs 465 420 1,085 975
SUBRTOTAL, PARENTAL RESPONSIBILITY - (1,220% (30)| (8,055 (1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK _ |
JOBS-Pre; 305 . 275 1,225 1,105
Additional JOBS Spending 2,580 2,320 7,140 6,425
Additional Child (.};erg for JOBS 1,805 1,625 4,900 4,410
WORK Program | 790 710| 10,150 | 6,135
Additional Child Care for WORK 365 330 4,585 4,125
Savings from Child Care and Other Expansion (s 50y (1,275) (700)
Transitiona] Child Care : 560 505 2,580 2,320
Enhanced Teen Case Management 210 190 595 535
Savings - Caseload Reduction _ (520 (285)F (5,090)| (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 | 23,580
Working Poor Child Care (Capped at $2b
in net sj%nding). - 5,000 4,500 16,270 14,645
Remove Two Parent {UP) Restrictions 2,210 1,160 2,260 4,355
Comprebensive Demonstration Grants 200 200 3s0 350
Non-Custodial Parent JOBS/WORK _ 370 335 1,855 1,670
Access Grants and Pareating Demonstrations _ 135 120 285 255
Child Support Assurance Demonstrations 550 495 1,500 1,350
ID A and Microenterprise Demonstrations 300 270 700 630
SUBTOTAL DEMONSTRATIONS 1,555 1,420 4,690 4,255
REINVENTING GOVERNMENT ASSISTANCE
State Flexibility on Earned Income and
and Child Support Disregards 1,720 610 4,895 2,695
Generally Conform Assats to Food Stamps on Limit,
Burial Insurance, Real Proj , Transfers ) 265 100 655 240
Set Auto Exclusions to $45 uity Value 955 955 2,785 2,785
Double Territories’ Caps/Adjust for Inflation 370 275 1,060 790
All Others - 905 555 2,265 1,375
SUBTOTAL RGA 4,215 2,495 | 11,660 7.885
GRAND TOTAL _ ‘ s 18,445 15,780 | 58,460 54,720
OPTION 1 - No Child Care, 2 Parent, Demos or RGA 7,675 7,365 25,840 27,935
OPFION 2 - No 2 Parent, 50% Child Care, 50% Demos
_ u_:d .50,%7 RGA . _ N 10,850 10,412 | 33,8590 36,973 |
‘OPTION 3 - 50% Child Cire, 50% Demos, and 50% RGA 13,060 11,572 ] 42,150 | 41,328 (7 l(‘wj
OPTION 4 - 50% Demos and 50% RGA 15,560 50,285 | 48,650 /| /-Y '
OPTION S - TOTAL PLAN 18,445 {{C15.780.D 58,460 | 54,720 G
Note I'- Parealheses denGle 5“.‘"“%?- - ) k.«ﬂ
Note'2: Five:Year and Ten Year Federal estimates represent 90% of all expenditures €xcept for

the following: benefits are at curreat match rates; child support is matched at rates
specified in the hypothetical plan; and comprebensive demonstration gracts are matched at 100%.

Source; HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but bave not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs,



TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)

{By fiscal year, in billions of dollars)

5 Year

5 Year |10 Year {10 Yoar

: Total (Fedoral | Total |Federal

Cap Emergancy Assistance 212 {7 232 ) 2.66 5.66

Targat Chlld Care Food Program 0.57 057 | 2.29 2.29

Conform AFDC to Food Stamps 130% of Povert 6.99 3.84{ 19.18 8.49

Reduce by 1/2 3.50 1.92 859 5.28

Reduce by 1/3 4.66 256 | 12,78 7.03
Tighten Sponsorship and Eligibility Rules

for Allens:
Make current 5-year SSI deeming rules
permanent and extend to AFDC and _

Food Stamps and limlt assistance to 2.74 1.85 9,10 6.11
PRUCOLS ‘
Extend/deaming perlod to 7 years 3.45 232 1199 7.99

Extanc{l deeming period to cltizenship 6.80 ( 4.67)| 23.95| 1629
EITC: Denlal to non-resident afiens T
info reporting for DOD personnel 0.32 9:3'2“ 0.80 0.90
Gambling -
Increase withhelding on gambling winnings T ‘
>$50,000 to 36% 0.52 0.52: 0.81 0.81
Withholding rate of 28% on keno, slots, ;
and bingo winners > $7,500 025 | /025 031 0.31
Require information reporting on f o
winnings of $10,000+ from gambling Co
regardless of odds (except State lotterles) 0.22. \0.22I 0.64 0.64
5% exclse tax on net recsipts of gambling bl
establishments (except State iotteries) 3.9% 395( 8,14 9.14
N
Other: ‘ l
Phase down dependent care tax cradit 10% for !
AGI over $70,000 0.78 0.78 1.67 1.67
: /
OPTION 1 (5 Yr Dasming, No 130% Income Tes 11.47 1058 3052 27.53
QOPTION 2 (7 Yr Deeming, 1/3rd 130% income T 1684 13.61 46.19 36.44
OPTION 3 (Deem to Citizenship, 1/2 130% Test) 19,03 1532 54.96 42.99
OPTION 4 (Deom to Citizenshlp, Full 130% Test) 2252 17.24 6455 46.20
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TARBLE 3 -- PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
(By fiscal year, in miilions of dollars)

S Xear J Tear 10 Yesr 1U Year
. Total | Federal Total | Federal
PARENTAL RESPUNSIBILITY
Minor Mothers (85) (303 (210) (85)
No Additional Benefits for Additional Children (660) (220 (2,150) (810)
Child Support Enforcment
Patermity Establishment (Net) (535) (90; (2,080) (400}
Enforcement (Net) - (405) (160 (4,700} (1,555}
Computer Costs 465 420 1,085 975
SUBTQTAL, PARENTAL RESPONSIBILITY (1,220) (803 {8,055) (1,875)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK
JOBS-Pre 05| . 275| 1,225| 1,105
Additionaf JOBS Spending 2,580 2,320 7,140 6,425
Additional Child 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 Care and Other Expansion (90) GO (1,275 (700}
Transitional Child Care: : 560 505 2,580 2,320
Enhanced Teen Case Management 210 190 5935 535
Savings - Caseload Reduction _ (520} (285) (5.090) (2,800)
ADP Federal and State Systems/Admin Efficiency 680 665 825 900
SUBTOQTAL, JOBS/WORK 6,685 6,285 25,635 25,455
SUBTOQTAL, JOBS/WORK AND PARENTAL RESP 5,465 6,205 17,580 23,580
Working Poor Child Care (Capped at $2b

in net ding). ~ 5,000 4,500 16,270 14,645
Remove Two Purent (UP) Restrictions 2,210 1,160 8,260 4,355
Compreheasive Demonstration Grants ' 200 200 350 350
Non-Custodial Parent JOBS/WOQRK 370 335 1,855 1,670
Access Grants and Parenting Demonstrations : 135 120 285 255
Child Support Assurance Demonstrations 550 495 1,500 1,350
IDA and Microenterprise Demonstrations 300 270 700 630

. “
SUBTOTAL DEMONSTRATIONS 1,555 1,420 4,690 4,255
g . R S P | P L S oo NN P
REINVENTING GOVERNMENT ASSISTANCE
State Flexibility on Earned Income and _

gnd Child Support Disregards 1,720 610 4,895 2,695
Generally Conform Assets to Food Stamps on Limit,

Burial Insurance, Real Prggerty, Transfers 265 100 655 240
Set Auto Exclusions to $45 uity Value 955 655 2,785 2,785
Double Territories' Caps/Adjust for Inflation 370 275 1,060 790
All Others- : ' 905 555 2,265 1,375

| SUBTOTALRGA e | _A215 | 2,495 | 11,660 | 7,885 |

GRAND TOTAL : 5 18,445 |  15,780)[ ¢ 58,460 |\ 54,720
OPTION 1 - No Child Care, 2 Parent, Demos or RGA 7,675 | 7,365 | “25:840 | 27,935
OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos
_ aq'd 50% RGA ‘ 10,850 10,412 33,890 36,973
OPTION 3 - 50% Child Cire, 50% Demos, and 50% RGA 13,060 11,572 42,150 41,328
OPTION 4 - 50% Demos and 50% RGA 15,560 13,822 | . 50,285 48,650

- lOPTION § - TOTAL PLAN e ) 18,445 15,780 58,460 54,720

Note 1. Pareptheses denote Sﬂ."m%s- -

Note'2:' Five Year and Ten Year Federal estimates represent 90% of all expenditures except for
the.following: benefits are at current match rates; child support is matched at rates
specified in the hypothetical plan; and comprehensive demonstration grants are matched at 100%.

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB but have not been
officially reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs,
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TABLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)

. (By fiscal year, In billlons of doliars}

5 Year

QPTION 4 (Deem to Citizenship, Full 130% Test)

5 Year 10 Year |10 Year
Total |Fedaral Total |Federal
Cap Emergency Assistance 2.12 212 5.66 5.6
Target Child Care Food Program 0.57 0.57 2.29 2.29
Conform AFDC to Food Stamps 130% of Povert| 6,99 3.84 | 19.18 8.49
Reduce by 1/2 3.50 1.92 9.59 5.28
Reduce by 1/3 4.66 256 | 12.78 7.03
Tighten Sponsorship and Ellgibliity Rules
for Allens;
Make current 5-year SS| deeming rules
parmanent and extend tc AFDC and -
Food Stamps and limlt asslstance to 2.74 1.85 9.10 6.11
PRUCOLS
Extend deaming period to 7 years 3.45 2321 1199 7.99
Extend desming period to ¢ltizenship 6.80 467 | 2395 | 16.29
EITC: Denial to non-resldent allens |
info reporting for DOD personnei 0.32 0.32 0.90 0.90
Gambling . :
Increase withholding on gambling winnings
>$50,000 to 36% 0.52 0.52 0.81 0.81
Withholding rate of 28% on keno, siots,
and bingo winners > $7,500 0.25 025 0.31 0.31
Require Information reporting on
winnings of $10,000+ from gambiling :
regardless of odds (except State lotterles) 0.22.| 0.22 0.64 0.64
5% oxclse tax on net receipts of gambling
establishments (except State lotterles) 3.88 3.95 9.14 9.14
Other:
Phase down depandent care tax cradit 10% for
AGI over $70,000 0.78 0.78 1.67 1.67
OPTION 1 (5 Yr Deaming, No 130% Income Tes  11.47 Qﬂ‘@ 3052 27.53
OPTION 2 (7 Yr Deeming, 1/3rd 130% Income T  16.84 15.61. 4618 36.44
OPTION 3 (lieem to Citizenship, 1/2 130% Test} 15.03 1532 5496 4299
2252 17.24 | 64.55 46.20 |
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From the hoof-hiting
drama of his determined
team of reindeer to the
loop-to-loops arcund
the Empire State
Building, you can follow
every dip, dive, twist and
turn in Santa’s annuat
flight. It’s a free ride for -
you via our exclusive
1-800-HI SANTA hot line.

e

e e S e

] Bave us send our
popular Kids’ Catalog
to help outfit al] the little
ones in your life,

(] Beyond Buttondowns

_ is a primer for the well-
dressed man, with shirts,
ties, trousers and more.

for the holidays and every
~ day, for the entire family.

is Santa?

Track his diﬁzying Christmas Eve flight
live (sort of) on Radio Lands® End!

Listen to these pre-light
reports starting Dec. 3,
with weekly updates on
the 10th and 17¢h, Then,
tunc in hourly from 9a.m.
"til midnight of the BIG
DAY, Dec. 24, The very
“chilling” coverage of our
intrepid correspondents
will keep you on the
edge of your rocker!

 Just call 1-800-HI-SANTA

)
: 9
b RN e
[ Silky sheets, cozy quilts,
thirsty towels and other
niceties. Coming Home
turns a house into a home,

g

~ Send any of our Catalogs to yourself or a friend.

Mail this card or call toll-free, 1-800-356-4444. |

Name
Address :
' ' ‘ Apt.
City State Zip
Tel. # Area Code No, Day/Night (Circle one)
Your Name

#1995 Lands’ Bnd, Inc.




Mom, Daﬂ, Kidscall . -
1-800-HI-SANTA for...
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i dDIRECT MERCHANTS. &

[ Lands’ End, Inc.
L.k #1.S  1Lands’ End Lane, Dodgeville, WI 53595-0001
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