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AGENDA FOR 2/3 
, . 

MEETING WITH OMB 
ON COSTS AND FINANCING ' 

. . 

1. . Description of dynamic model r:~lIid beh~vioral' 
"impacts : 

2. ~omparison of OMB and HHS assumptions 

__ ;O~' 3. Coordination of tax and transfer systems 1 . 

4. Deaqline for finan<;;ing options 


5.' Other' 
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WELFARE ~FORM ;.MODELLING '. 

.,' 

JOBS, 

1. MODELLING I$8UES: 

BASELINE: 
EITC 
HEALTH~.CARE./ 

TREATMENT EFFECTS: 
JOBS IMPACT 
WORK IMPACT, 

" T.IME ,LIMIT 
: CHILD' SUPPORT 

2. SAVINGS: 
AFDe' , 

,. 	 FOOD STAMPS' " 
MEDICAID 

3. NEXT STEPS,- PHASE IN 

WORK AND', CHILD CME 
, ,:. 

STEADY STATE , PHASE-IN 
IMPACTS ,IMPACTS, 

5,....10% ' o 
8-1,0% o 

7-10%' 	 ,7":'10 

<5% ,q~1
'<5% 

STRATEGIES AND'SYSTEM,CAPACITY 
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AFDC CASELOAD AND JOBS 

,Year Total AFDC _ UP Mandator: Average Proposal" 
AFDC Cases ' Monthly , (ACF) 

1993­ 4.978 0.359 0.610 . 
1994 5.076 0.350 0:643' 
1995 5.157 0.341 2.043 0.671, ,0.741 
1996 5.260 0.334 2.063 0.689 ' .0..785 
1997 5.373 0.330 '2.128 0.665 0.899. 
1,998 5.485 0.327 2.172 , ..0.658 ',1;041 
1999 5.606 0:326 2.220 ,,0.650, ~.184 

-, 
. Year' . New Appli Particpati JOBS Total " 

Mandator '50% extension Work <24 Work >24 JOB+WORK 
(JOBS) (Active Part) 

. 1995 0.201 0.101 ' 0.000 0.000 Q.101 
1996 0.529 0.265 0.000 :" 0.000 0.265 
1997' 0.745 ' 0.373 '. 0.005' 0:010- , 0.388 
1998 0.875 0.438 0.026,' '0.058 . 0.522 

,1999, 0.962 0.481 0.054- - 0.123 0.000 0.658 

,steady Sf 0.959 0:480 0.113" 0.465, _ 0.~25 --c., 1.883­
2.362 

PHASE-IN PLUS CURRENT PROJECTIONS 
Year 

1995 0.772 .0.772 

1996 0.954 '0;954, 

1997 1.,043 1.053 

1,998 1.122 1.180 ' 

1999 1.185 1.308' 


',' 
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3\·Jan-94 

II ·,ffi January 25 slide show - cases ' 

, 	 HHS ,,/1 , OMB rough 
'" I 

. estimate 
1olal Caseload ,5.6 5.6 " ' . , 
Child only Ic~"""kw 0.9 "" ,'0.7 ~.~..~ • ~~ 

.::: ..Tnlal adult' cases 4.7 .4.9,' 

off welfare 1.0 12 0.7/3 


workill9 while on ~elfare 0.7 14 


'JOBSIWORK program, 1.8 3.2 15 


Disabled/unable to work (exempt) 1.2 1.2 


Nnles:' ,;" ... 

'''':''''''1. HHS Is fuU knplementatlori, ~sa1bed as 1999. HowevEII', fulllmplem9ntation'cannot occur by 1'999. 


2. 	HHS 'off welfare" ~udes7· 10 perCent caSeIoad (not exit rate) eff8ct of health refonn, "'I·re., 


and 7 • 10 J)6I'oent caseIoad elfect of edUcation md training In expmded JOBS. ' 

3. 	OMB assumes 10 percent IncreasG In exit effects for both GXempt and nonexempt e:stimata 


to HHS 'offwelfare" about .5." 

4, HHS assu~s thOse wor1dng half·time but still Income eIIgIbie lNill,rern8in On AfDC or return 


and have no time Omit, 17 percent ot nonexempts. 
5, Large difference In JOBSIWORK program estimates results mainly from HHS "working while on welfare"( (,nand,~ger ~offWeifare" (.3) 

, ' 
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Ifom January 25'slide show - costs in billions HHS estimated OMS 1125 OMS 1/31 
total federal federal federal 

Promote parental responsibility and prevent teen pregnancy 
Imprpve child support enforcement -1.5 


Provide ~rviCes to noncustodial parents 0.5 

. Child support assurance demonstrations 0.4 


• .-;-,).7­

Make work pay 

Expand child care for the working poo~ 2.5' , 


Provide access,to education and training (JOBS) and work opportunities '.,,; Increase funding for JOBSIWORK ' "4;6' 2.8 2.8, . 
Child care for JOBSIWORK recipients 2.0 1.2 0.6 ' 

Welfare savings from reduced caselocio' -2.0 -1.1 11 -2.4 12 
'Total 4.62.9 0.9 

Reinvent gOvernment assistance, , 
, , Expand AFDC-UP and modify filing unit '0.7 

simplify asset rules and eamins disregards,' 
streamline other reporting requirements 

,; . 
Total 7.2 

Notes: 

1. HHS estimates rePresent AFDC savi1gs from .5m caseIoad decline attributed to welfare reform. 
2. 	OMB e$ti~tes represent AFDC'and food stamps savi~. 1131 estimal& nets out added food. 

stamps and aTC due b Impacts on work uptake. 
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DisPOSABLE INCQ.ME,A MOTHER WITH TWO CHllQREN PLUS ONE OTHE.:R INCOME EARNER ,IN NEW YORK,JULY1993 

Tax .Other Adult Mother Be Children Other Adult Combined Reduetlon In Combined Dla20sable Income, ;.. 
! .

In filing L Filing BenellIa Benetlle 25" Claw Sack ' 25" Claw Sack 2$" Claw Saek 2S% Claw Back 
. ­

unl.tfor: Status AFDC,+ TuM! TuM! '. ofAGI + mc i- of AGI + of AGI + me + ofAGI + 

n In- Other FoOd Housing . DIsposable !,lsposable- I.EITC • mc not Total Senetlle Tolel Senetlle Total Sen,tlla • Total Seneflta • 

e AFDC Kind Adult M()ther Stamps Subsidy . Earnings EITC Income Income' ReducMI RllducMI • TaxThrahld- • T axThrllhid 1 . .25*PovThraltld 1.2S*PovThrahld 

,,1 S' dnf 9,420 0 5,000 286 - 4,403 . 13,823 0 0 0 0 0 0 
"'HH dnf' 9.,420 0 5,000, '.2,00.0 6,118' 15;538 0 0 195 0 0 0? ' 

3 .- J dnf 9\~420 0 S,OOO. 2,000 6,118 ,15;538 0 -0 ; 205. -0 . 9 0 
-. ,,'4 X S dnf 9,180 0 5;000 286" . 4,403 13;583 0 0 0 0 0 0 

5 ~. HH . dnf 9,180 0 5,000 2,000 6,1~8. 15,298 0 0 155 0 0 0 
9,180 0 5,000 2,000 6;118 15,298 0 0 145 .0 0 06 X J .J . 

.7' X ·x J J .. 7,608 O. 5,000 2,000. 6,118 13,72? 0 0 O· 0 _! 0 0 

8 .' S dnf 9,420 O' 10,000 0 7,643 17,0~ O· 0 0 0 0 0 
9 HH dnf 9,4~0 ,0 . 10,000 3,272 11,507 ~0,927 1,747 567 1,570· .. · 945 1,269 451 

. Lj •" ,~ 

:10 , . J dnf 9,420 0: 10,000", 3,272 11,507 20;927 1,753 573 1,773 955 1,077 259 
11 X S 'dnf 7,9.80 0 10,000 o .. 7,643 15,623 o '_ 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 1,029 211 
13 X ,J J 7,980 O. , 10,000 3,272 11,507 19,487 1,334 357 1,413 595 717 0 
14 X X 'J. .J 2,940 0 10,000 3,272 11,507 14,447 270 0 153 0 0 0 

-0 .15 S dnf 9,42'0 0 15,000 0 11,454. 20,874 0 0 0 0 0 
16 HH dnf 9,420 0 15,qOO, 2,362 14,783 24,203 2,265 942 . 1,570 1.570 2,292 1.701 
17 J, dnf 9,420 0 .. 15,000 2,362 15,158 . 24,578 2,646 1,323 2,355 2,205 2,100 1,509 

,X . 'S18 dnf 6,924 ·.0 15,000 '0 11,454 18,378 0 0 O· 0 .! 0 .0 
19 X HH dnf 6,924 0 15,000 2,362 14,783 21,707 1,665 '692 . 1,154 1,154 1,876 1,285..20 X J J, 6,924 0 15,000 2,362 15,158' 22.082 1.921 949 1,731 1;581 1,476 885 
21 X X J' J 1t7~0 0 15,000 . 2,362 15,158 1~,898 415 171 435 285 180 0, 

Notes: If the other adult claims the chlldren'for,tax purposes, the ~other's taxable In~ome is set equalto 1/3 of her benefits (when benefits are taxed). However, when the other adult does 
. not claim them, all tax related to benefits Is withheld from the mother's benefits. When the other, adult files JoIntly with the mother, 'his/her tax liability equals their combined tax minus 

the lamount withheld from the mother's benefits-the Increment In the other adult's taX liability from the children's, share of benefits Is subtracted fJ:o'm the EITC. When the tax thres­
hold Is the basis of the benefit claw back, the maximum benefit reduction Is 25% of total benefits; when 125% of the poverty threshold Is used, 100% of benefits can be clawed back. 

e 
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DISPOSABLE INCOME, A MOTHER WlrH TWO CHILDREN IN NEW YORK, JULY 1993 

L Number 
of 

n Months 

e Worked 

Currant Law 
~ 

Rod uc t lon' I n Diseosablo Incomo. 

Annual Food 
Earnings AFDC' 

Housing Disposable 
Subsidy Income. 

Sanam. 

Taxed 

.eITC 

Reduoed' 

Saneftl. .' 2'% C~W Saok 

Taxed 01 AGI +. EITC + 

.EITC nol . Tolal Sanem. 

Reduoed • T IXTtJrehld 

2'% Claw Sack 2'% Claw Saok 2'%.Cla. aaClk 

of AQI+ 01 AGI + EITC + . ' ,0f,AGI + 
Tolal Sanaflla .Tolal Sanaflla • Tolal e.naflia. 

.TIXThr~ld 1.2'*PovThrehld 1.2S*PovThrehld 

1 0 0 '6,924 2,496 0 9,420 0 0 0 0 0 0 

2 6 5,000 3,4~2 2,238 0 11,l:t18 0 0 50 0 0 0 
'3 8 5,000 .. ~2,884' 2,504 0 11,506 0 0 0 0 '0 0 

4 10 5,000 3,124 2,436 0 11,678 0 0 .15 . 0 0 0 
5 12 5,000 3,360 2,364 0, 11,842 0 0 56 0 0 0 

6 12 w/o bntt. 

, 
5,000 

';~":,- . " 6,118
i 

7 6 ,.10,000 . 3,46~ . 1,248 , .0 16,217 . , 1,180 332 t,178,' '553 877 59 
8 8 10,000 2,308 1,352 O. 15,167 802 .' 174 915 290 ~ 614 0 
9 10 10,006 1,154 1,666 0 14,327 499 48 705 80 404 0 

10 : 12 10,000 . O· 1,980 0 13,487 274, '0 495 0 194 0 

11 .12 w/o bntt. 10,000 11,507, -­
12 ' 6 15,000 '.3,462 1,248 0 19,493 ,1,699 707 1,178 1,178 1,899 1,309 
13, 8 .15,000 2,3Q8 832 0 17,923 1,132 471 785 785 1,507 916 
14 10 15,000 '1,154 416 0 1~,353 ,566 236 393 393 1,114 524 
15 '12 15,000 0 780 0 15,563 281 117 195 195 780 326 

16 12 w/o bnft. 15,000 14,783 

'17 6' 20,000 3,462 1,248 0 22,308 . 1,69'9 707 . 1,178 '1,178 2,886 2,559 
18 . 8 . 20,000 .' . ·2,308 832 0 20,738' 1,132 471 785 785 . 2,493 '2,166 . 

" 

19 .10 20,000 1,154 416 O· 19,168 566 236 393, 393 . 1,570. 1,570 
20 12 20,000 0 0 0 17,598 0 0 0 o ,j' 0 ~' 0' 

21 12 w/o bnfta 20,000 17,598 

Notes: EITC fully Implemented to·the 1996 levels. Work expense equ8.Js 10% of earnIngs up to a cap of $88 per month. No child care expenses are assumed. The AFDC benefit 

assumes a $120 income disregard. When no housIng subsIdy Is available, the food stamp b~neflt calculation assumes a $103.50 excess shelter cost deduction. 50% of 

the maXlmum. The housIng subsIdy benefit calculation assumes a 45th percentile FMR of $819 per month for New York. When the 'tax threshold Is the basis of the benefit 

claw back, the maximum benefit. reduction equals 25% of total benefits; when 125% percent of the poverty threshold Is used. 100% of benefits Can be clawed back. 
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DISPOSABLE IN'COME, A MOTHER WITH TWO CHILDREN PLUS ONE OT-HER INCOME EARNER IN NEW YORK, JULY 1'993 
~ - . . . 

" 

, 
,Other Adult . Mother & Children Other Adult Combined Reduction In Combined Dl8~o8able IncomeTax 

. Filing - BeneOta Beneflta 25% Cia ... Baok 25% Claw Bade 25% Claw Back 25% Claw Blck In filingL . ;t. 
, I unit for: p..r:DC+ " . Taxed Taxect 01 AOI + EITC + 01 AOI+ 01 AOI + ErTC ~ o'-AGI +Status· 

In· .n Other. Food Housing Dlsposabl~ Disposable •.EITC • ErTC nol Total Bene~l. Total BeneOta Total Be';etll •• Total Benetlta· 

e AFDC Kind Adult Mother Stamps Subsidy . Earnings 'EITC . Income' Income Reduced Reduoed • TaxThrahld .• :raxThrahld 1.25·PovThrahld 1.25·PovThral1ld 

- .., .' -" 

1 · · S dnf 9,048 ,7,894 5,000 286 4,4Q3 .21,345 666 . 666 1,111 1,111,' 611 . '617 
, . .', 

2 · · HH· dnf 9,048· '7,894·' . 5,000 2,000 . 6,118 . 23,060' ;,?69 569 .~ 1,449 949 955 , 455 
..3 J dill 9,048 7,894 5,000 2,000 6,118 . 23,060 951 951- . 2,086. 1,586 .1,390 

'. 
890· 

8,808 6,394 5,000 286 ' . 4,403 . 19,605, 405 405 ' 676 676 182 - '1824 S dnf· X -. , 
5 · X HH dnf · 8;808 6,394 . 5,000 -- 2,000 6,118, 21,320 395 395 1,159 , E?59 665 165 , '. 

· 8,808 6,394' 5,000 2,000 6,118 21,320 690 690 1,651 .' . 1,151 955 4556 · X . J J . 
7 X. X' J J 7,23~ . 7,068 5,090 2,000 ~ 6,118,' 20,422 ,. ·556 556 .1,426 926 730- , 230· ,

'. -­ - . 
-- . - .. " 

8 · · S dnf 9,048 '7,894 10,000 0 '. 7,643 . 24,585 666 666 '1,111 1,111 617 ·617 
.9 · HH dnf " '9,048 ~ 7,894 10,000, ~,272 11,507 28,449 3,555 1,319 2,824 2,199 2,523 1,705· .. 
10 ' :. J dnf -9,048' 7,894 10,000 3,272 1'1,507 28,449 3,937 1,701 3,653 2,836' 

1 

2,958 . ' 2,140· 
,1'1 · X 

" 

S dnf 7,608 4,894 " -10,000 0 7,643 20,145 0 0 1 1 0 0 
12 · X HH dnf 7,608 . 4,894 10,000 . 3,272 ,11,507 24,00~ 2,488 875 .2,084 1,459, 1,783 965 
13 X' J. J 7,608 1 4,894 10,00'0 3,272 1,1,507, . 24,009 ' -- 2,648 1,035· ' 2,543 __ . 1,726 ' .1,848 1,030· 
14 X X J J . 2,568 1 6,972 10,000 3,272 11,507 21,047 1,787 591 1,803 985 .' 1,107 289 

15 · · S ,dnf' ·9,048 j' 7,~94 15,000 0 11,454 28,~96 , 666 666 1,111 1,111 617 617 
16 · · HH dnl 9,048 7,894 15,006 2,362 14,783 31,725. 4,056 1,694 '2,824 2,824 3,545 2,955' 
17 .' , J dr'll 9,048 : 71"894 15,000' 2,362 15,158 32,100 . .4,813 2,451 '.4,236 4,086 3,980 - ., 3,390 

" . '. 
' 0 0, ' 18 · . X ' S dnl 6,924 3,394 15,000 0 11,454 21,772 :0 0 0 , , . 0 

19 . X ' HH dnl· 6,924 3,394 15,000 2,362 14,783 . 25,101 2,481 -- 1,032 1,720 1,720 2,441 1,851 
20 X J. J 6,924 3,394 15,000 2,362 15,~58 25,476 2,907 1,458 . 2,580 2,430 2,324 1,73~· 
21 .' X' X J J 1,368 5,472 15,000 . 2,362 . ,15,158' 21,998 1,896 936 ,',1,710' 1,560 1,455 864 

" 
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QISPOSABlE INCOME, A MOTHER WITH TWOGHllDREN IN NEW'YORK, JULY 1993 

Current Law 	 Re duct Ion I n Dis e 0 s a b I,e In com e_ 

" L Number Benent. , Benenta , ~ 2S"·CI.w Back 

, of Taxed Tax~ of AOI + EITC :.­

n Months Annual' Food Housing . Disposable ':EITe lEITCnot Totil alnent. 

e Worked' Earnings 'AFDC Sub!ldy , Income Reduced R~uc.d • TaxThr8hld 
.1, 

1 0 0 ,"6,924: 2,124 7,894, 16;942: 666 

2 6 5,000, 3,462 1,866 7,433 18,879 1,009 .. 
-­

'3 8 5,000 . 2,884 2,132' 7;606 18,740 959­
" -

4 ')10 ,:' 5,000 3,124 '2,064 7.534. 18.840 995 
5 12 5,000 3,360 1.992 7.464 . 18,934 1,02~f' 

6 12 w/o bnttl 5;000 6,118 -­
7' 6 1,0,000 3,462 1,062, 51933 21,964, 3,253 
'8 8 10,000 2,308 :980· 6;279 21,074 ' 2,932 
9 ,.10 10,000 1,15'4 1,294. 6,626., 20,581 2,754,' 

10 12 1~,OOO 0: 1;608 6,972 20,087 2,576 

11 12 w/o bnftl ' 10,000 11,507 

12 , 6 15,000 3,462 1,062 4,433 23,740 3,230 
13 8 15,000 2,308 708 4.779 22,579 2,811 
14" 10 15,000 ", 1,154 354 5,126 21 ;4.17' 2,392 
15 12 15,000 '0 408 . 5,472 20.663 2;120 

16 12 w/o bnftl 15,000 ,14,783 ' 

17 6 20,000' 3,462 1,062 3,947 ". 26,069 2,579 
, 18 8 20,000 ' 2,308 708, 3,279 23,-893 2,253 

19 10 20,000 . 1,154 354 3,626 22,731 1,851 
20 12 20,000 0 0 3.972 21,570 1,432 

21 12 w/o bnn.. 20,000 ~ 17,598 

666 1,111 

789 ,1,815 
768 1,781 
783 -1.806 ' 
797' 1',829 

1,194 2,614 
1,060 :2,392' 

986 ' 2,268· 
912 2,145 

1,344 ,.2,239 
1,169 1,949 

995 1.658 
882 ' 1,410 ' 

1,271, ' 2,118 
944 1,~74 

770 -1.283 
596 9.93 

., 25" Claw Back 2S" Claw Back 25" Claw Back 

ofAOI + of AOI + EITC + of AOI + 

Total aerieflt. ' Total aeneflta·.. , Total BeMflta· 

• TaxThr8hld 1.2S·PovThr8hld 1.2S·PovThrahld 

1,111 617 617 

,1,315 1,322 822 ' 
1,2e1 1,287 787 
1,306 1,312 812 
1,329 1,335 835 

~ 

1,989 ' 2,313 ' 1,~96 

1,767 2,091. 1,273 
.1,643 1,968 ·1,150 
.1,520 1,844 1,026 

.- .­
2,239 2,961 2,371 
1,949 " 2,671 ' .. :2,080 

.1,658 2,380 . 1,790' 
1,470 . 2,192 1,601 

2,118 " . 3,826 3,499 
1,574 3,282 ,2,955 . 

1,283 '2,992 2,665 
993 ' 2.701·, 2,374 

Notes: 	EITC fully Implemented to the 1996 levels. Work exp~nse equals 10% of earnings up to a cap of $88 per month. N~ chlid care expenses are assumed. The AFDC l;Ienefit 
assumes a $120 Income disregard. When no housing subsidy Is available, the food stamp benefit calculatloll assumes a $103.50 excess shelter cost deduction. 50% of 
the maximum. The housing subsidy benefit calculation assumes a 45th percentile F.MR of $819 per month for New York. When the tax threshold Is the basis of the benefit 
Claw back, the ,maximum benefit reduction eqt:ials 25% oHotal benefits: when 125% percent of the poverty threshold Is used, 100% of benefits can be clawed bac~.0···· , . 	 . 

, .­
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, : TABLE 1 

USAGE OF THE EITC, 1986 THROUGH 1991 
ACTUAL DATA VS. TRIM2 SIMULATED,DATA 

Number of units taking the EITC Total Amount of the EITC, , . 
(in thousands) (in millions of current dollars) 

Actual TRIM2 TRIM2/Act. ' Actual, TRIM2 TRIM2/Act. 
" 

1986 7,156 4.928 -31.1% 1986 $2,009 $1.412.' =29.7%, .~ 
'1'987 8,738 6.941 -20.6%' 1987 $3,931 $2,818 , -28:3% 
1988 11,148 8,979 -19.5% 1988 $5,896 $4,409 ,-25.2% 
1989 11,696 8,971 ' -23.3%' 1989 $6,595 $4,655 -29.4% 
1990 12,612 9,508' , -24.6% ' . 1990 $6,928 ' $5,061 -26.9% 
1991 13,665 10.280 -24.8% 1991 $1.1,105 , $7,940 -28.5% 

~ ."" ,,,\ 

.~,..::'ti·:· 

Average amount of the EITC 
(current dollars) , 

Actual" TRIM2 TRIM2IAct. 

1986 .$281. $287 .2.1%" 
1987 $450 " $406 ~9.8o/~ 

,1988 . $529, $491 -7.2% 
1989 $564' $519 -8.0''10 
1990 $549 $532 ~'3.1% 
1991 $813 $772. , -5.0% 

. ,\. 

Actual Data: , . ' . 

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

by the Joint Committee on Taxation. Data for 1991 arefromunpublished IRS tabulations. which .'" 

gave higher figures for ,1991usage of the, EITC than the preliminary 1991 numbers in the 

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


TRIM2 Data: " , 

Over the period from 1986.variuos improvf}mer:us were made to the simulation of the'EITC. The 

improvements haveall been in the direction of increasing the number of uflits considered by the 

model. to be eligible for the EITC. Overall. we think the current methodology counts about 5 . 


, • percent more tax units eligible for the EITC than .the 1986 methodology . In a full-scale analysis, 
we, would rerun 1986-1990 simulations using today's EtTC methodology. ' 
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Sabelhaus (1128/94) , 

.Preliminary Filldings on ,Complex Households 


, 
r. 	 A complex household, is one in which (a) there are' one' or more people receiving 

AFDC/SSI in the baseline, and (b) there is at least one person not receiving AFDC/SSr, 
,but receiving some other type of iricome. Overall we estimate there are about 3.5 million 

complex households. . Q' , . , '. 
" . '~ " l 	 .,' 

2. 	 The three subsets of complex are (a on nrelated pers~ri Q(opposite sex plus o'r minus 
ten years of !lge living with AFDC/SS recipients, (b) one or two grandparents liv:ing with 
AFDC/SS~ unit"where both child and grandchild(ren) are present, and (c) all other. We 

'estimate th'at 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 type (c). 

3. 	 The flrst R~~el in the table shows the distribution of complex households by income, 
received in non-transfer unit This 'gives an indication of how many non-transfer 
receiving people in complex households. might be gaming taxes. 

4. 	 The next two panels show our estimates of the maximum number of households where 
gaming might pe 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 incqme, with ,1'996 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 extr~ct with presence of children 
indic'ated so we can screen some more people out) If the new computed tax was actually 
higher than the TRIM2 baseline, we assumed no gaming -- something ,"::as going on that 
caused taxes to be lower than what the pseudo-simulation could measure. 

The mid~He section shows the fraction '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 concentrated in the lower 

, incomegroLips because of the EITC. 

The final panel.shows the' possible gaming amounts for households. The possible BITC 
gaming dominates the personal exemption effect. Note the distribution and the average 
of the total and EITC. piece.' .' 

a}_~~··-~TG~cbrrJ_''.! -:...-"_~ 
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All· Complex 

Opposlte-sexunrelaledl 

Grandparent' ,. 
Olheroomplex 

.' . 


It Househo!ds 
.ITilousand~~All Qomp!En: ­

. Op~osite:sa:( uwe!aled 1 

Grandparer·j4 
'j Other complex' 

-----_..,----:'---, 

All Complex 
, ' 

. Opposite· sex, unrelated' 
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Table 1, REVISED 

Complex Housholds',: Percent Distribution By Non-Transfer Unit2 AGI 


11 Households $5,000,[ $10,000- $15,000-\' $20,000-\ $25,000-1 $SO,OOO:r35,OOO-1 $40,OOO~ 
.9,999' 14,999 19,999 24,999 ,29,999( 34,99939,999i 44,999 

'3,529 29.4% 
1(Thousands) " $5,000 

13.8%1 13.5%1 9.5%1 6.5%[ 5.8%1 3.9%1 3.1%1' 2.6% 

383 . 1.8°/.,4.3%, 1.4"/011.8% 3.6%9.0%22.2%23.3%Jl 21.6% 
3.7% 

2,592 
21.7%, 9.B% 8.8%9.1% 7.3%554· 10.8% 5.0%1' 4.9% 

, 9.2% 5.9% 5.5% 3.6% 2.9%i 2.4%131.9% ' 13.5% 12.8% 

Table 2 

Complex,Ho4sholds l ; Percenl Who MjghlBe Gaming 


-

(j::.) 3.529 , 

383 
" 

" 554 
, 2.592 ' 

Lather complex ,. ' ,:' , 2,592 

" $25,000- $30,000-1 $35,000- ,$40,OOO'I$4;l,OOO' J ~-,-, ­'$5,OOO~ $10,000. $15,000- J $20.000· 
29.999 34;999' 39,99919,999 24,9999,999' 14,999-< $5:000 

,36,1% 37.7% ,40.7% 2L7'% 20..7%'15.0% 

37_2";'27.8% '60.8%55.8% 50.6% 46.6"/0 
40.1c/o ' 28.1%,'30.9%:15.4%\ 44.3%.

i 	 15.3%1 
,,35.7%\ 39.3%' 13:6% 30.2°/; 20.0%' 1'4.0'%: 

. Table 3 
Complex H?Usholds l ; Average Gaming Amount 

' 	 ."/I Households $5,000-! $10,OOQ­ $15,000·( . , 

19,999{Thousands} , < $5.000 14,9999,999 
3,529 ' $1,364 I$703 $1,899$1,732 

i 

,
383 $904 $1,965'$2,625$2,495

/' 

$2,455 ' $865$873 $1,600L554 
1 

$630 $1,430. $1,475: $1,332 

'24.9% .. 20:6% 

0.0%'73.3% 
20.9% 20.1"% 
17.4% 1 '22,3% 

$20,OOO~ $25,000- $30,000· 
24.999 29,999 '34.999 
$1,1101 $,791 . ",!~B89: 

$914 $1,145 $1,112 
, $1,337 $616 $282 
$1-.147 $752 $939 

$35,006­
. 39,999 

Complex households are,delioed as households in which there Is transfer income received and there is other taxable income received 
by a househo(c!member outside ,of the transfer unit. 
1 Non-transfer unit refers to the members of the household nol receiving transfer Income. - . 
1 Oppos/le·sex unrelated households are those in whIch the non-transfer unit is headed by an unrelated person 01 the opposite sex' 
of -the he'ad of the transfer unit, if the head 01 the transfer unil is unnmarried. ,- " ' 

, 	 4 Grandparent households are those in \vhich Ihe transfer unit contains' an ad~lt and his/herchild, and the non-transfer unit conlalnsa 
parent of the transler unit adult. 
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$40,000-1 $45,000-1---'-:--: 
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$549,,~,,,$1,.154,:936 
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$184 $6391'" n.a. 
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. Sill: 

Here is the revised table; I don't have time to ~rite a thqrough memo before 2:00, 
" 	 ' . , . 

The number of possible gaming households is now about 833 thousand. ' The new estimated possible 
gaming amount is about $1.2 billion; about 63% is due to the EITC. the rest is due to,personal 
exem~tions and/or the head ~f household filing status changing the standard deduction. 

, 
. 
 ". ~,"'~' .
, 

As before. we have split households into transfer and nOll-transfer units. If the transfer unit does not file 
a tax return, the non-transfer unit is then allowed to (1) file a head ofhousehold ($5,000 standard " 

. deduction) return, (2) with all household members as exemptions, and (3) takes the EITC if-eligible. 'All' 
kids'in the household are used for the EITC ca(culation. . . 

, ' 	 , 

The cOding error is fi~ed; this shows up.i(l the ,bottom income groups (sorry a~ut that). 
. ". ", -,,-,~ "''', 

Sut at least one caveat still exists. We may not be getting the maximum'gaming, because the non­
transfer unit has been aggregated.' My example to you was three sisters;ol1e on AFDC with her kids, the 

" 	 othe'r two single and earning $15,000 a year. I am ,combiningthe two working sisters (they are the "non- ' 
transfer unit") and filing a tax return for them: tor Ene purposes; 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 baseline. I doubt that will raise the potential gaming 
estimate much, ' ,,' " 

Finally, Iw~nt to reinforce that this $l.1 billion possible gaming,number comes from using 1996 EITC ' 
rules; we can't think of the 833 thousand households 'as being 20% of the miSSing 3 million 'EITC filers, or 
the 63% of $1.1 billion {$lOO million} as be.ing 20% of the over~c1ai,med EITC' ampunt. " 

Please call (afterthe meeting?) and we'll talk about formaJizing,this approach and getting some more 
results and details over to xou, ' ' ' , 

'"" 	 ' . 
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Table 1.-':'Census and IRS Prelim~nary Data for' Head of Household Returns 
, (Numbers in thousands)' 

I, • 

Head of Household Returns 

Adjusted Gross Income , Census IRS IRS/Census 

..~. 

$1, to $4i99~ , "1,363 "" 1 ,490 , ", 1.09 

$5,000 to 9,999 - ,1,555 2,749 1.77 

$10,000 to $14,999' , ,'1',643 2,64? 1.61 


" 
$15,000 to 19,999 ' ,1.320 '2,077 1.57 

$20~000 to $24.999, ' 1,007 1,698 , 1.69 

$25,000 to 2Q..~99 ' 639 967 ,_,,-1,~51 


$30,000 to 39,999 867 1,092 , 1.26 

$40,000 to $49,99Q , " ',4aO ,529 1JO 

$50,~00 to $74,999 283 352 1.24 

$75,000 to $99,999 74 . 72, 0.97 

$1 00,000 to $199,99Q " 43 73 1.70 


, $200,000 and over" ' 9, , ,0.56 
? 
'... '.:5 


, Total 9,282 13,793 1.49 


. Summary: . 

",:$1 to $4,999 \ 1,363 ',1,490 1.09 

, $5,000 to $24,999 ' 5,525 9,166 . 1.66 


$1 to $25,000' 6,888 10,656 -1.55 

$25,000 and over 2,395 ~,090 1.29 


Total '9,282 13,793 1.49 

Source: C~nsus figures are estimatesi fror:n Census simulation m'odel'u~ing CPS data. 
IRS data are from the Statistics 01' Income, (SOD. 

, . 
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, Table 2.·~Cen~us and IRS Prelimin,ary'Data on' Hea~ofHou~ehold Returns 
, .., I 

CI~iming ,~arned In~ome Ta~~redit, ,19~~ , 
(N~mbers, in th()usancis) 

, , '. 1.," 

" .! 

Returns Claiming EITC 

. Adjusted Gross Income; , ' "IRS IRS/Cen,sus 
•.. ,!"', 

,;>- , 

, . 

" $1 to $4,999 ' , "1,455' , 1,899 1.31 


$5,000 to $9,999 2,084',,' 3,39~ , , 1.63: 

',··,1 ' 2;'843 3;590 .' , 1';26 $10,000 to $14,999 , 

$15,000 to $19,999 2,839 . 3,172~ 1.12 
, '. 

$20,000 to $24,999 1j282 ' _~~, '1,,338, 1.04 

'$25,000 and over ,NA " NA ' '" NA 


-

Total 10504' : 'l3,433 ',1.28' 

. 'f . . 

\,' ',. , .. 
. I, . 

. Summary:, 
, , ~ .,~ ,

• ,0 

, 'J' 1.31 ','"$1 to $4,999' . ':1,455 <,'1 899 ' 
... 1~ , • 

'$5,000 ~o $~4,99,9 . 9048 . ,'11,~99., 1'.27, 
" 10,503 ' ,13,398. " 1.28 " ", ' $1 to $25,000 

, " 

"" Total , lO,504, 13,433 
",' .. ' 

Source: Census figures are estimates from Census '~jm~latjon model using CPS dat~.. 
IRS data are from tne Statistics of Income (SOl).' ' 

" . ~". '. ." 

',,', j' 

, ,. 
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I,' 
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, 
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-Table '3.--Cerisus Head of Household Returns Claiming EITC by Family Type, 1992 
(Number,s In thousands) , 

Family Type ' 
" 

Si ngle-Parent Single-Parent '. 
Adjusted Gross Income. Total Married Couples Males Females 

, ~; 

$1 to $4,999 1,455 371, 86 . 997 

$5,000 to $9,999, 2,084 '783 173 1,128 
" 

$10,000 to $14,999' 2,843 1,398' ,174 1,271 
$15,000 to $19,999 2,839 1;653' 201 985 

.,...,:~~..-..$20,000 to $24;999 ·.h282 812 : 110 360.. /' 

$25,000 and over 
" 

0 O· 0 0 

Total 10,504 5,018 744 4,742 

, , 

Source: Bureau,of the Census. 

) , 
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'MEMORANDUM 


Date: February 2, 1994 

From: John Karl Scholz, 

To: Wendell Primus 

Subject: ' Reducing the Amount .,of EITC Benefits 
employment Income ' , 

on Self­

, ;". 

Background: 

,,0' By 1996' a worker with two qualifying children and .,$8,425 in 
self-employment income will be entitled to receive a,$3,370 EITC. 
Filing a return, and claiming th~ credit would obligate the 
taxpayer to pay $1,289 (.153*$8,425) in Social~ Security payroll' 
1tax, but the taxpayer woulfil receive a Social Securi·ty retirement 
crep.it anda'cash benefit of $2,081. ' , 

o This situation provides an incentive for individuals with 
earned income less than the amount needed to claim the maximum 
EITC to ,report fictitious amounts of earnings. ' The probiem is 
particularly acute for ~axp'ayers who report self-employment' 
,earnings 	becaus,e the amount of such income cannot' easily be . 
verified by the IRS. ' 

..:., Most wage and salary'income.isreported on'W-2's, which 
employers provide their employees and the IRS. ,Social Security 
records'could also possibly be used to v.erify reported wage and 

, salary' incoine.' There are no such cross-checks for self-' 
-employment incOme. 

- It is'a concern 'that a couple well-publicized 'cases wher~ 
; taxpayers either make up fictitious self-employment income to 
receiv,e the EITC, or adopt "legal" arrangements where neighbors 
pay each other to watch flower beds will undermine public and 
Congressional support for the expanded EITC. 

'0 A possible solution is to limit the EITC benefit 'to no more 
than 15.3 percent of any self-employment income ,(or any income 
not reported on W-2 ',s) reported ~y taxpayers in the phase-in 
range of the credit. ' 

- A taxpayer with wage income or wage and' selt-employment 
income would not suffer any decrease in the portion of his or her 
EITC benefit calculated as, a percentage of w,~ge' ,incoIrie.· ,: 

bThe proposal will not generate a large amo~nt of revenue. I 
estimate that 6.4% of the 1990 EITC, income base came from 
self-empl9yment income. "If the EITC ,ta,x e,xpenditure in 1998 is 
$24.5 billion (an early JCT estimate) ,eliIriinati·ng se,lf-:..., ',' 
employment income from the EITC income base might yield rougJ:lly 



$1.57 billion. S{nce the proposal redu~es the EITe on self- ­
'employment , , «, / 

income by roughly 50%, a rough calculation suggests this proposal, < 
,would yield in approximately, $.8 billion annuall'y. < 

- I suspect, it would save c'onsiderably, 'more .in the future by 

eliminating an important .av~nuefor noncompliance" though such 

savings will not appear in: offi'cial scoring of the proposal. 


, , , 

~ Adopting the proposal "~ouldlead to inequitable treatment q~ 
. honest taxpayers with sel!::::-employmentrelativ~ to ~age earners;', 

. ." . ., . 

- ,Inequitable' treatment of wage andself-em'ploym~nt income 

could be addressed through b~nefit~ being granted toentrepre';" 

neurs and small bus~ness by the health insurancep<roposal. 


, ? 
" , 

'i 

" 
, ~ 

, , 

.. 

'" "'; 
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Note to: Alicia Munnell 'February 2, 1994 
',Eric Toder 

From: WendellPrimu's, 

're: IRS data to Census 

Background: 

As you 	know, we' are trying to ascertain data that will gi've us a: 
"=, 	 better understanding of who files Head of Household (HH) returns 

and claims the EITC. All modelers' (Karl Scholz, Urban-' 
Institute, and Census) under-estimate the number of HH returns 
and the number of EITC claimers. 

. ,) , 

IRS provided 1990 Individual M~ster File (I~) datatQ ,Census to, 
. match with CPS (1990. income year) so that they' would have a 
'matched data"'·set with IRS IMF income data, Census household and, 
f~ily demographic data, and Social Security'Administration data. 
The IMF data set provided to Census did not contain a data field 
on whether the return claimedEITC or th~ ~ount claimed. 

In order to get get significantly better,,tnformation on the EITC 
and HH puzzle, Census needs to have IMF.data on EITC to add to' 
their household matche~data-set. . 

, , 

Reguest: 

I would greatly appreciate anything you could do to facilitc;tte 
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
tionand reported income. I understand there, maybe two 
problems: the regulations that list the data which the IRS will 
provide Census and technical problems associated with IRS' 
computer workload and whether'theY,st'ill have the 1990 IMF file . 

. We have looked at the re,gulations and believe that· you can make a . 
plausible case for providing these data to Census, but may riot be 
sufficiently sensitive to this policy issue. Obviously, you are 
abetter judge of whether the technical problems can be over come 
and how long it might take. ' 

The data fields listed below . can be either for the entire 19:90 
IMF data or just the'"s'ub-set of IMF filers that claimed the· EITC. 
Census ,has givE!n me two lists of ~ields,th(3.t ,would provide them 
with, 'the' necessary information--one assures' better matches and 
the other provides,the mInimum necessar:r data set: 

(1) A more extensive file that contains ,the following data 
fields: Filers' SSN, type of return, AGI, ~wages,amount 6f 'EITC 
claimed, number of EITC children, child-at-horneexemptions,' and 
child-away exemptions.' ' . 



(2) A.. limited' dataset of: Filers' SSN, arn,?unt of EITC claimed' or 
whether EITC was claimed. 

Bill Pr6~ser (202 690-~8005) on my staff and Chtick Nelson.~t 
Census (301, 763':"8029) are t'he best contacts for technical issues 
related.to ~his request.· _ 

Thank tou for your assistance on this matter~ . 

. ' :' 

! •• 
y, , 

.,~. 

http:related.to
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AGENDA 
WELFARE REFORM FINANCING MEETING 
February 1, 1994 

" ' 

GOALS: 
1. Agree on our numbers, (HC) 
2. Develop a range of options oh costs of prqgram and offsets, to pay for it. , (We don't 

have to reach consensus, but we need to' come up with a list of ?ptions.) 

Working Group and HHS have made great progress in developing a plan. But much 
of o,ur dlscus'sirns have taken place without full airing of the budgetary tradeoffs. ,',,' 

As we prepare to take these questions to the' President, 'we need' to be aware of all 
those tradeoffs, on both the cost and offset sides of the equation. " 

I ~ould propose that we pick up this discussion where we left off in the Roosev~lt 
Room, with DavldlMJB/Wendell summarizing th~ amount ,of $ and political viability of 
options they presented last week, as well as any other ideas they' might ,like to put on the 
table. OMB has some ideas, and so 'may others . 

. , But before we leave' this afternoon, we should also at least touch on the costs of 
various policy 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: ' 

. • '. I' ",' 

'" 
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d REVENUE ESTIMATES TO INCLuDE CASH AND NEAR-CASH BENEFITS IN AGI 11 
) (FY; $ in ,billions; effective 1/1/95) 

. PRELIMINARY 

1995 1996 1997 1998 1999\199-5-1999 I" 

Bsse Propoul: Tax SSI, AFDC, FOod Stamps, GA, and Section 8 Rental Aulstance 
• t" • - , 

, With EITC Interaction 0,7 3.7 ' ,3:8 3,9 4.0' 16.1 
. 

With no EITCJnteraction 0.5 2.4 2,5. 2,6 2.7· 10.7 

ExclucieSectJon 8 Rental AsSistance, 

, Wi,h EITClnteraction .9·5 2.3 ,,'2-:4 . , .2. 5 2.6 .10,3. 

With no EITC Interaction 0.3 '1,6 1.6 1.7 1,7 6.9 

Department of theTreasury : 
'Office QLTax Analysis 

~ 

" i) 

....,. 

.\ 

~ 
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Limit the Gro\Vth' iii Emergency Assistance " 
'The little known AFDClEmergency AsSist~c~ 'program has been largely invisible until 

the past couple of years F..xpenditures had beeTl constant at a relatively modest atroughly 
$100 million for many years. Yet recently States'have discovered that the'programcan be 
used to fund avwide range of activities formerly funded almostentirely outof state funds, 
espeCially child welfare services and somehom:eless scavices, that may not be consistent with 
the original intent of EA. but which are legal unde~Jhe extremely vague wording of current 

. law. As' a result the program is projected togroY;'from $200 in FY1992 to $1.0 billion in 
PY1999.. Especially with the passage of Family Support and PreServation last year,this 
entitlement growth and cost shifting ought to be checked. The proposal' would cap each 

, State's E.A expenditures at 3%uf AFDC benefits. The few states such as New Jersey and 
New York which already exceed this, level would be grandfathered at their current· 
e'X"Penditur:e level. . .::',<" 

Savings in 1999: $0.5 billion' 
Five yea.' savings: S2~1 billi~n 

, Deem Sponsor's Income Until Citizenship for New Immigrants. '­
There are .several proposals to res~rict eligibility of nori...citiZens, for AFDC, food 

stamps, and SSI. Since illegal immigrants are.not.eligible for such benefits under current law, 
the plans almost cxclusivclyaffect ~imrQ.isr~ts 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 r~gular 
" immigrant status, a relative' who is a U.S. citizen or a U.S. employer must" petiti'on the INS on . 

behalf of the immigrant .. If a relative submit!\ the ,pe~ition, he/sh'e usually must agree to 
become. that immigrant's sponsor for purposes 01 AFDe I\n'd SST eligibility (i,e. agrees to have 
hislher income and resources deemed as a"aiiable to the immigrant for purposes of 
determining eligibility and benefits). In addition to regular immigrants, there ate a variety of 
other immigration stat:uses mcluding refugees. asylees, parolees, conditional entrants, etc .. 

Under current law virti.Ihlly' all legal immigrants are eligible for public aid programs .. 
Those with sponsors h'l,ve the sponsor's income deemed for 3.Years. 'The Repuqlicans propose ' ,,~ 
to exclude all non-citizens from public aid programs." By 1998 such a proposal would save 
$6.8 billion per year. Serious equity problems arise in such a plan, Legal. immigrants mostly 
work and paytaxe~,contribute to and are eligible for employment insurance and Social 

· Security according. to the same r~les as citiz~~.and generally are expected to contribute as 

citizens would .. It'is hard to justify asking working non:-citizens to: contribute to government' 

without being protected by it.. ' . 


Yet·there are a significant number of immigrants who apparently do not come·to work. 
OY~1 20%uf IJCfSOUS on lhe SSI-Aged progra.m are now non-citizens.' Most appear to be 
persons who were sponsored by their adult children, Many start on SSI in the' fourth 'year 
they are in the. U.S.--the year'.deemingends .. Th~re seems ~ far' stronger case for excluding 
such persons from .public ~d.' Indeed to finance aportion of the UI ,extension last fall. the 
'Congress extended deeming to 5 years for .'S5! through '1996. whim current 3 year deeming 

~ . ' 

rules resume, 
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· Th'is proposal would' stop well ,shory of :tbeRepublic3l'l pr~po5a1 ~d wt,;uld iuslead· 
require that for public aid progrlllll3. sponsor's income and resources would be deemed unttl 
the'! rerllon hecomes a citizen. (Citizenship generally can be obtained 5 year~ after entry) 
Such 0. policy gives the administration a defensible position on Immigrant Aid, Mthout 
tmcludinS a larger class of persons' who ofte.npay taxes. and work. 

Savings in 1999: $1 K hillion 

Five year SlWln£l;\:' $4 7 hillion 


Eliminate the Late' Baby Bopus for Sodal.s~.c.urity Rt:Lire~s 

KtlUlt:1:S Ieceiving Social Security' receivc' /1.50% hishcf Social Security bcme£it. whon 


they live at home with lhtlir own 'child under 18. Since this requires that the beneficiary 

· oarent a child 'a.fltlI 'Ilu:: age of 47 (44 if they· take:. early retirement), this policy almost . 

exclusively benefits male retirees who ha.ve children lute in life. In such cases, a younger 

(under 62) non-working mother, of the child ~.~ qualjfies for asizab,1e Social Security 

bencfit if ahc li....c3 with tho family and if the ~hi1d ic unaQr 16 (not 1i u for tht> fatht>r) .. (If 

such mothers work, they face the Social Security earnings test.) . Mo'roover, Since the benefi' 

is available only until the child reaches 18, this also provide, a powertul Incentive for tho!;e. 


· with late babies to retire early to r.ollec".t' thi'! hieher'henefit longer. 
Virtually no one knows thls'benefit currently exi~t~. It !;earnS; extremely h'ard to justify '. 

(In Aquity ('\f Ilny other grounds. it rewards people for havinschildren later in life than dq the 
overwheling majority of Americans. This proposal calls for eliminating the late baby bonus 

. prospectively. .Current retirees receiving the late baby bonus will. not be affected. Retirees 
with disabled o.i: adopted children"'would not.beaffected. Nor would Illsabltld pt:lwns. 

Savings in 1999:$1.2 billion" 

Five year savings: $:3,7 billion 


/ 

(.;Qord,inAtc TIlX and Transfer Systems. 

There is virtually no coordination between. the c.urrent tax: and transfer syStems. 


There a.re significant differences 'in the' treatment of dependents and otherS under the ta.", and 

. transfer systems, opening the possibility of gaming. the system. It,iscurrently legal for a . 
mother and children to receive AFDC and food stamp 'benefits whlle.a man 'hvmg WIth .her 
c111ims The children for J'IlIrpo~e~ of' collecting the RITe. (The Work1ng (iroup metruch a 
fll.mily in nne of it.~ focu~. groups) Tn addition, our tax !:ystem is based on annual income•. 
whlle the mean~~te!lted tran!>fers are ba,<;ed on monthly income. Ina mode.<;t number of cases. 
persons with very high income part '~fthe year. collect Arne or food stamps during another 

·	part. If such persons received unemployment insurance. the UI would be treated as taXable ' 
im.;ume a.u l:l potLiuu uf i( wuuld be lilArvu.I.;i1l,;k. But tht.71C i:') 110 i:dtl:U1~l lu H,!,;avlw~ 1111:<1.11;)-. 

lesled paYillents in ally form, eve1, if people have v~.!)' high annual incomes. . 
Closer Goor<#nation of tax .and transfer systems. W'Oul~ allow both more appropriate 

rules regarding the EITe and measures to redueefraud in that program, One could determine. 
tnatchildren had to be treated the same for the AFDe. program. and EITe, for e:'!:ample. And' 
it would a.llo'loV a. poliey whereby 0. portion oftr!Ul$fer benefi,tiS would be ~'reei3imed" in eas:es 

.' " 	 " , 

1. 
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where annual income was well above poverty. One poliey wotlld be to include transfers ~n 
taxable income, treating it the same as UI or earnings. This would~sure that families with a, 
given income (say $20,000) would pay the same taXes regardless of whether the money was 
all from earnings, jJl;I.nly eariJings and panly UI, 9r partly Afl)C and tood stamps and partly . 
earnings. (Curreritly the latter group pays less.) Alternatively one could' have a separate form 
to recliUm aperceniageof transfers above the tax threshold. Either policy Would effectively 
r,equire. that' p.eople above, the tax. threshold (1l0-'125% of poverty) to return a portion of the " 
"exce~s benefits" above the tax threshold. 'Because taxes on earnings are collected ~ though 
persons ellTried that amount all year long,· and be\,;au:;~·of the high BIT.e, very few families 
would actually owe additional money and rather get a, smaller refund at· the end of the year. 

Savings from ~ITt coordination and fraud reduction in 1999; still being estimated 
Five year savings: still; being estim~ted 

·Savings from reclaiming a portion of excess tr~sfers in' 1999: $2.0 - 4.0 billion 'depending on 
. policy '. . . . . 

.F1ve year savings: $10-15 billion depending on policy' 

. I 

1" 

'. 
~, , 

3 

, ' . 



" 

'l·' 

'. 

A National Catholic So~ialJusti~~ Lobby' ' 
806 Rhode Island Avenue NE • Washington DC; 20018 • (2~2) 526-4070 • FAX (202) 832-4635 

october ,4'; , ,19.9)'- ­
Bruce_, Reed' ,. " , , 
Deputy Assistant'to the 'President for: Domestic Pqlicy 
WhiteHouse Old'Executive Office ~~ildiri~ 
Room 216' 
Washington, 'DC ..2050

" , 
1 

' 

,Dear Bru,ce: 

I am 'a 'member of ,the, s'teering committee for', the National 
'Neighborhood Coalition. You s~qke at one of our monthly £brums., 
Last Thursday one of my colleagues, British Robin'son,was' present 
when you spoke at' the National Alliance to End Homelessness. On~ 
of the ques~ionsposed at Thrusday'smeeting had to do with layirig 
on the' table housing-related fegeral costs, including. tax 
expenditures which predominately benefit the,w~althy and low-income, 
housing outlays. " " " 

Enclosed ,are . two' articles, writt.en by NETWORK IS, economist', 
'Am'ata Miller, IHM, that ,I hope you'l:i take ti'ine to read. Although 
changes of the kind suggested 'in the' articles' are not yet' 
politica1ly. feasible,it,is,onlywh~n'the questions are raised that 
policy-m'akers wi11 choose' to act., 

NETWORK ·believe's strongly that the moral fabric of a nation is. 
determ'ined by how 'wel-l, it provides for the poor in· its midst;. 
Further, we believe that special priority needs to be given to the 
poor and vulnerable since ,those with' the greatest needs and burdens 
have 'first claim on our common effb;rts~ we'are heartened by the 
Administration I s rhetoric which' indicatessensitivity to 0l..!-r," 
concerns. 

Bruce, I look forw?:\rd, more opportunities to work with you in" 
the futur,e'., 

. .: 

,Richelle Friedmah,PBVM 

NETWORK Lobbyist 


,', . ... ;. 
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I n the annual budget ,.
politicking, one multi~bil- '., .' ., 

. . '8..' 
"By Amata Miller,' 

.,. . 

SilenfSp-..--...lion dollar category-tax .'".expendi tures-escapes 
mention. Recent studies' 
hav~ aptly caif~d taX ex-' 
penditures ·silent spend­
ing: ~missrt;lg money,' .Ex',.,..... .. '. 
far:.n;o:dc~r:n~~~~~:;~~ "'." ', . '. ' p"',e··,.n·.··.. '" .conveyed through the· ,tax '. ,.'.. .. ·" 
'code: .' . 

Originally enacted .toad~ 
vance some s9dal purpose, taX' ex· 
penditures affect the overall iilloca­
tion of resourCes, .the equity of the 
distribution of public- goods and ser: 
vices;lhe progressivity of the tax sys· 
tern, and the size of the budget deficit. 
NETWORKbelleves that concerned citi­
zens should help shatter the silence· 
about this form of. expenditure, and 
hold their legislators accountable for 
it.' . . ' ' 

What Are Tax Expenditures? 
the federal government defines tax 

expenditures as "revenue losses due 
. to preferential provisions of the Fed~ 
. eral ~ax laws: In efiec·t. they are 
subsidies provided: through the tax 
system rather than as direct payments' 
from the Treasury. Like direct expen~ 
ditures they provide benefits and give 
incentives for or against various ac­
tivities. ... . 

TaX expenditures come in: three 
basiC forms:· 
1.Tax deductionS allo~ corporations 
, and individuals to subtract certa'ifl_ 
· expenses from .their taxable i'ncome. 
Examples are the' deductions for 
charitable contributions and for in­

· terest paid on\home·mortgages. 
2. Tax exclusions are income 6rtrans­
· actions that. are not subject to taxa-- " 
· tion at all. Interest earned on' 
investments i,n.state and local bonds 
is not taxable. The income received 
by charitable and religious organiza­
tions is not taxable nor are employer 
contributions for medical insurance 
premiums and'medical care; 

3.Tax credItS are issued by govern­
. ments fo'r certain, expenditures and . 
· activities..~redits are more va]uable 
than deductions or exclusions be­

· cause they reduce the amount. of 
taxes due, rather than the amount of 
taxable income; For ~ample, in the 

I . 1970's'a,:tax· credit was given 'for in- . 
. vestments to .increase energy effh' 
..ciericy.Spending $190, for__ ~!.his 
purpose reduced a homeowner's tax 
bill by $1 OO.-An incentive in the form 
of ,a. deduction OF .~xdusion::would" 
ha,(e given a homeowner in the 15% 
bracket a tax cu t of $15, and in the 
28%'bracket one 0[$28 for a $100 
investment. _ , 
Progressives ha~e speCial interest 

in the Earned Income Tax Crectit(ElTC) 
enacted.in i975 to augrr1er:tthe in­
come of low income working people 
in families with de'pendent children, 
The ElTC i~ a "refundable" taxcredi't 
on earned income below a certain 
maximum ($22,370 in 1992). FO,f those 
with inc~me too low to owe any fed, 
eral,income tax (i.e: less than $15,000) 
the credit is fully'refundable. Le"fami~ 
lies receive a check from the govern­
ment forJhe amount of the credit (as' 

, mucrlas '$2,211). h1tended as a' work 
incentive,' the credit increases~s earn-­
ings rise-up to the income. limit. 

Reasons for Concern ',' " 
The use of tax policy:to accomplish 

social purposes began in 1918. In that 
time of budget'stringency, Congress', 
increased vE!terans'benefits. simply 

by exempting them from taxation. 

Since then 'tax expenditures have 


. mushroOmed, and citizen concern is 

..:..;;,warranted. 

'. . _ . 

Tax expenditures a,.. absent, from 

annual budgetdGbates. ' 


. Once enacted,tax expenditures are"' 
"entitlement" programs. They confer' 

. benefits on .eligjble· persons. and:. Neil Howe and,PhillipLongman in a 
groups without' any budget ceiling. 'call for comprehensive entitlement 
But ,unlik~ ,othe'f'entitleinent pro­ . reform in TheArlantic MonthlyihApril; .. 

grams-Medicar~,Jood stamps. Med­
icaid-tax expenditures are ·off bua-. 
get" (i,e:not·!isted as line items inthe 
budged.. This distorts the debates 
over tqlde-offs. With. the "missing 
money' of tax expenditures absent, 
from the discussion. 'cj.irect expendi- ' 
'ture programs are ~ut and taxes are 
raised without full consideration of 
options available. " " ' 

Federal housing policy in'the 1980's 
is an example of how such.cons,tricted 
,options' are harmful to 'low-income 
persons. In i983 direc::t expendi tures 
'for housing-related programs prima­
rily for q'l'e poor'were $10 billion. TaX 
expenditures for housing, primarily 
benefiting middle-and upper-income 
taxp~y',ers,were $40.6 billiqn. This'. 

'.:means that there were S4.0.6,of tax 
expenditures for every.$1.00 9fdirect 
expenditures. Over the 1980's direct 
housing programs were cut· drasti ­
.cally but tax expenait:ures remained 
largely unscathed. Thus... by 1991 tax 
.expenditures had ri~ento $81 billion, 
approximateIY,$4.55 for every $1.00 

. ,indirect expendi fureson housing'pro­
&rCims. ~":' ,. 

'.>. 

Tax expenditure programS 

worsen Inequality. 


,Some.ofthe largest tax e~pendi: 
(ures are a·form ,of "welfare for the 
well off: , 
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1992 exposed this aspect of several subsidize corporations and commer-' 
taX expenditures totalling~170bil~_ dal activities rather than providing 
Iion;-_--c~__' ,--__.__. _ for human need$. The 1986 tax re­

, -)fhe child-care credit.'(S3 billion"ih- '''form reversed the trend somewh'at, 
/ ,199i)gaveaimo~fn()behefitto..tl1'8~~\,:;butpressure toresto,re soine of the 

( with incomes under S10,OOO, but j 
\ $ 1.2 b,iIIion, ~o: those 'l,'ith, incomes/ 
''-...QYer$5Q~Qili). ',', , -~, 
- The exClusion or' e~ployer,·paid 

health care from poth income and 
· payroll taxatio.n depriveclthe"I:re~c~'" _$J9~ pla!,!s ($51 billion). In additiol'k 

suryof $60 "billion in 199L,;Yet,.jt 'the accelerated' depreciation allow-

gave no ben~fit to the::'37 miliicm ance ($27 billfon) allo~s the write off 


" uninsured or the 32 miUi~il,whoc,pay"()fbuildings, ~quipment, and machin-, 

for their insuranceout·oflheir own, ~ 
pockets. And among householdscov­
ered by ernployer-paidhealth:care 
plans the average benefitto,those i~ 
highest income brackets was many 

,.timestnatforthoseinlowestincome, 
brackets;-- "'. ".' ,-,.. 

-Benefits from the mortgage,irtterest 
deduction averaged $3,46.9 for tax­
payers with incomes over S100,O'OO, . 
'and $516 for 'those in the $20,000­
· $30,000 bracket, but nothing to 36 
m'illionAmeric~sin pover.ty.House-, 
holds with inc6me over $50,000 re­

, d 81' f' h' b fi ' f.celve percent 0 t e ene, t~ 0 ' 
this tax expenditure which:cost the 

,Treasury $37 billion in 1991.-($45 
'billion in FY93). 

- The exclusiori of most Socia,I Secu- . 
rity income and the insurance value' 

of Medicare benefits cost the Trea­
sury $34 billion in 1991. Howe and 


, Longman observe that this doesn6th- ' 

, ,

ing for the 40 percent of senior d ti-" 

zens who are too poor to pay'taxes, 


, but it subsidizes -the 37 percent of· 

'senior citizens who regularly'yaca­

, tion abroad: All other industrial na· 

tions treat all or most 0'( sodal 


· insurance benefitsas'taxable income 
and use other programs to meet spe- . 
cial needs. 

,Tax expendHures have contributed to' 
the .atlft Of ~e tax burden ~m ' 
C?Of'POI'8lIons to Individuals. 
r In the 1950's corporations paid 39 
percent and individuals 6 i'percent of 
total" income taxes. ' Three decades 
later the corporate share had droPPE'!d ' 
to 17 percent and that 'of individu'iHs 
had risen tg 83 percent. ' 
..,' According -to,.taxeconorriis t Randy 
Albeda, this shift has occur'recL~on 
both federal and state levels. Hero~ 
research revealed that tax expendi-. 
tures, -unlike dire<;t outli:I.Ys, tend to 

corporate loopholes is buHding~' , 
' The largest tax, exper:lditure,listed 

in.theFY93 report of the federal gov-' 
ernment is the exclusiori of employer 
contributions to and earnings on pen-'Th,ese concerns' highlight ·the im~ 

ery at a faster rate than actual depre­
dation, 

.,Corporations are lobbying now to 
add the value of "intangibles," such as 
customer list3 and, brand names, to~', is to force t!le politicians to tell us how 
the 'assets eligible for this write off .. "arid:wh~h and whom they're g()ingto" 
Jane Gravelle of the Congressional, tax,[orgive tax forgiveness toI. Because 

',Research SeryiCe estimates that this' even if""e don'ttalk tax [expenditur~sl; 
would cost$2 billion or more per year we can be sure that Fortune magazine" 
in lost revenue: 'Unions representing ,- the big business' lobbies, .~nd: ,~h,e, 
food company workers argue that it backroom negotiators will be t~I,I9hg ,; 
would hasten mergers and destroy taX behind our backs, and lawmakers" 
jobs. will be listening: . 0 . 

' . " " 
Amata' Miller. '/HM. is NE:TWORJes ~ Tbe tax expenditure Economist and Education' Coordinator, 

process's undemocratic. 
Proponents 'of taX expenditures Sources: Randy Albeda and Cynthia Mann, "Can 

such as the write off of ~intangibles~ We Talk Taxes?~Dollars & Sense '(October, 1988); 
tend to' be . well .organized' and fi- Warren Gregory and John Morberg, Silent Spend­

ing: Tax Expenditures and the Competition for 
nanced special interest groups. Be- Public Dollars, Michigan ,House of Representa' 
cause once 'they are enacted tax lives, House,Fiscal Agency (May. 1990); Neil Howe 
expendituresvirtually'disappearfrom' and Phillip Longman; 'The Next New Deal," The 
public view, and because there is' no ' Atlantic Monthly (April, 1992); Daniel D. Huffand 

, . ' , " David A. Johnson, ·Phantom Welfare: Public Relief 
government a:gen~y on which to'focUs ' for: Corporate' America, 'Social Work (May, 1993); . 
dissatisfaction, o'pposition is almost Carole Sonnenfeld. ~iSSing Money: A Common 
non-existent or unorga;tized. For ex~ ~ , CaL\se,Study of Federal Tax Exp~ndi,~ures, 1985. 

• ESTIMATED DISTRIBUTION OF HOUSING SUBSIDIES, ,BY INCOME QUINTILE, 
, .! In Billions of DollaJ:S, 1<]93 .,. S63.0 . 

tOTAL 
o La": Incom.O~ays 

S18.7 
1.8% . 

U 53.8 · ........ 
 ~% 
, , 

~:::J'" '..._ 

Bottom 
row Income Outlll)"l , 518.6: 

Tax EJ<pondltu"" SO,, 

Second ' Third 
52.2 ' ­ so.s 
SO,6 53.3 

,Income Qu;ntjlo 

ample, because of widespread igno­
rance about the inequitable distribu" 
tion of the deduction for rn"',rtcr':l 

interest,' real es'tate irlti'!rests . 
feat any effort fo'cap it: A'b 
informed' populace would probably 
support a cap whiCh preserVed the 
deduction fot '-the average 
homeowner's primary dwelling. ' 

,portanteofs~attering~esile!1ceabouc 
"taxexpenditures(on the state and local 

as well asJede'ranevel) to expos~ their 
,inequities and effects on allocation of 

"'resources, on the tax system and on 
the hard cDofces made in tight bud­
gets. Randy'AIbeda and C:ynttlia Marin 
iss'ue, the call cogently: ·Our \hallenge' 

61% :. 

... .­~-

, Fourth ' Top 
SO,1 ' 'so.o , : 

515.2 ' .. $63.0 
, , , 

, . 
, ' ." '. Source: 'UH/S, Co ~ 
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by Amata Miller, IHM 

',1­

. ntitl'm ··nl···· ··l1metoASk ... ,
j 

I .' ;''I '. , 

"Call the~ entitlements, and they're the voracious hobgoblins 
of'federal ~pending., Call them programs 'to:help the old; the" 

hungry; the sick,t~eblind, those who ha,ve f~ught for our",:"., 
country, and,they've gotthe pu~lic~s~~oad sUPPQrt as 

essential underpinnings of ~,dvilizedsocieiy." 
I, 
i 

I n thes'e word's John Rother pubiic ,I 

policy director fo(the:A.mercan 
, ',Association of Retir~~ Per-sons, 
(AARP), cogently characterizes the· 

,puhlic's am,biguity:"~nd )gnoranc~-
about the grotipoffederalprograms 
calte,d "entidements." This politicaily., 
charged situation spawns mlsinf9r-' 
mation, myth-making; manipulation, 
and misallocation ofscarce resources, 

,J, ,,' " 

Clarifying the Term .' 
Entitlements, are programs (e.g. 

Social Security, food stamps" Medi­
care, unemployment compensation, 

r veterans pensions) which award ben- . 
efitsaccording to a fixed forinula to 
persons meeting eligibility require­

, ments set by Congress. Once enacted 
into 'law, ' entitlement ,programs' be-' Soc'ial Security; Medicare and Medic­
come in budget language "mandatory' aid: Of these only fy1edicare, national 
spending" and are not subject to ,an-' health. insurance f6'r,the'elderly, and 
nual appropriations.. As such, ,they Medi~aid, state-federal health program 
are uncontrollable items 'i'n the bud-' for the poor;,are'actually running ram-
get, since anyone who quanf.i~s r~- pant. Sinc'e J 980sp~nding on these 
ceives the benefit, regardless of the two programs has risen from 8 per- ' 
total cost.' ,centof the f~d~rai b'udget to 12 ,per' , 

Federal entitlements come in'two 
"forms: ta:>(, expenctitures:"the re«;lu(:, 
tion' of',taxes1,due (see Julyl,August 
1993 NETWORK Connection); and di- ' 
rect outlays, ,what th~ public usually· 
thinks aboilt when It hears the term 
"entitlements." '.increaSing ben~fjt p\1yments.· Spend­

Areas of Conce~n ' , 
From a budgetarv.'per'spei:tive,' di­

rect entirle'ment spending, projected, 
to total $770 billion"in 1993;' is now 
more than half of the total fed'erai 
budget,and growing uncontrollably, 
Advocating ~utting enti.tlements as a 

broad'category gives 

. c(iv'er to 'politiciaris' 


who,se 'c09stitu.ents ' 

would balkatreduc­

' tions in specific b~n-· 
. efit programs. ,'. 

Given '1990s eco­
nomic 'a,nd political reali: 
tieS, thos~ working for social, . 
justice have to be concerned 'about 
the magnitude of entitleinent spend- , 
ing (and tax expenditures too!). ,But 
ours must be an informed concern, 
probing specific problem areas need­
ing,reform. " " ,." , " 

1. Why are costs rising? , 
' thr~e programs <,lc<:ol,lnt for two- , 

thirds of tota!. entitlement spending: 

cent. Wit~out comp~ehensive.health 
,carereform th~se costs will more than 

double by 1998.,. . 
SociarS~C!lrity benefitsri~e'at the 

rate of inflation and 1980s payroll tax. 
increases have more.than paid for the 

ing, tip other' e,~titlernent programs 
such as foodstamps,and1>.FDC has for, 
'many years 'failed to keep up with 

, .inflation and the increase in numbers 
of eligible perso'ns, . 

,Even· if·w.~ completely abolished 
food Stamp,5, AFbe, 'farm price sup­
ports" child 'nutrition programs and· 

'," . 

the H.ard 

Ouestions..,," 


,veterans' pensions, en­
titlement spending would. 
,still be a greater propor­
tion of the federal budget' 
by 1998 than it is now, 
unless the costs of the two 
health care programs are 

'brought under control. ' 

2. Who are we really subsidizing? , 
Only one of every eight dollars' of 

federal entitlement outlays goes to, 
those living in P9verty. Asmuch as 80 
percent of total benefit, dollars are in 
programs requiring no evidence of 

. financial need. , 
, Arid the benefits are skewed to.­

wards the well-off. Neil Howe and 
Phillip Longman in a detailed analysis 
revealed some' startling facts: 

" 
>- 'In 1991 US households' with in­

comes over $100,000 (the richest,'S 
percent) r,eceived' an average of 
$S,960 in federal cash and in-kind 
'benefits, w,hile those with incomes 

.. under $10,000 reGeived 'an average . 
, 0($S,S60. " 

)0>.' from 1980-91 in-inflation-adjusted 
, dollars, the average federai benefit 

received by households wi~h in·. 
. comes' under. $ 1:0.000 declined by 

lei·percent. Meanwhile: the benefits 
(mostly SoCial SecuriW, Medicare, 
andfe,derat pensions) to those with 
incomes over $200',000 fully 
doubled: 

. >- Medicare spent '$19 billion in 1991 i" 

subsidizing the health care of bouse­
holds'earning $SO,OOP or more (the 
richest third of all households). 

>, Military and civi l. ~ervice emp!oyees 

' 
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with incomes over $lOO,OOOreceived. 
$9.2 billion from the Treasury in 
1991. ­

>- SottarSefliiity, instituted in 193 ~ as 
, .a protectiCin'agaiiistdestitut"ioii;dis­

tributed more than'20 percent of its· 
benefits in 1991.to households with 
iricomes above $50,000.. " , 

,>- $50;000 each, on average,- went in . 
. direct.federal'farm subsidies to the 
, 30,000,fa~mer.s with largest gross· 

receIpts. Almost two thir;d's of the 
, , total -payments go to the"richest 2 5 
, o(the farms, " 

Their conclusio~: what w; have is'a . 
- '\velfare state for th'e affluent." 

3. Do the original reasons for them· ,:-, 

still hold? - '. ", . 


Many of the.entitJ~Il1ent progr~ms 
began during-the New Deal, andhave, 
their own constituency which resists 
change in'them even though the origi: 
nal realities which gave birth to the 
programs no longer hold. No program 
illustrates this, better than Social Se­
curity., 

Today more than 60 percent of all . 
benefit spending goes to 'the '12 per­
cent of the population who are eld­
erly. When Social Security was en-' 
acted in 'the 1930's seniors were the 
poorest age grou p; by 1969 one in four· 
elderly persons still,lived in poverty. 

i Now, largely because Social Security 
benefits are indexed against inflation,

i and Medicare provides health insur-· 
,r arice for all those .over 65, only: 12 
.1 percergof thLeIqerly (3.7milli(;m 
, persons) are poor. ' 

Butnow 2l,percent of our children 
under the age of 18 live in po.verty; up 
from 14 percent iIi 1969;"And'there,is 
no entitlement program to put a floor: 
under their support and no national 
health insurance program to .guaran- ' 
tee their acc'ess to health care., An­
other, !'t'spect'9f the Social Seeurity 
prpgram is rooted in an obsolete as­
sumption.. Ba~ed.citfpa:st. family pat­
terns. the benefits of a' ,deceased fa­

, therare.awarded to non-elderly house~ 
holds in.which wiaowed, mothers are 
raising(JiiJdren~ Ho'wever-;.in 1990 the 
13 million children being raised by 
not-widowed:-sTngle: 'ffiotlfers had no 
fed'eral,benefit program to assistthem. 

It is time to exarrline'the major 
entitlement programs in Iight.of cur- . 

rent needs, of shifting.national priori- . th,eir lifetiine social security taxes 
'ties, and of the inequities in benefit '(theirs arid their employers') in Trea­
distrIbution. . . ' sury bonds..,· "" . :. 

... ~. 
" ese -three principles could 

Proposals for Change ", ' embodied ina' ':benefit-withholding 
'. As legisJators seek to r~duce' fed- .. liability" feature 'in the tax system. 

. 

, , 

e'rai defiCits, proposals for a cap on···' 
. entitiementsare regularly introduced," 

This is a bad idea, ' , 
1) Capping .entitlements sirriply'post­

pones the difficult lJrogram-l5y-priY~~' 

any cap. . . ,.' . "'.. . . 
2) An across-the-board cut axing all 
, entitlement programs would harm 

: hotn 'slow· and fast-growing,.ones-~ 
. ultimately, doing most harm to the. 

poorest ,and most vulner(ible. 
3)Toset a Gap, some J.o.re,cast oItotal .. 

cosUsneeded:'-Sut the factors that 
determihe entitlement spending-­
economic dovynturns, inflation, and 
changes in eligible populations--are 

:; 'larg~iytinpredittable. ' " 
A much better approach would be 

, to begin discussing a reform proposal 
like that of Neil Howe and Phillip· 
Longman, who call for improving the, 
equity of entitlements!lnd freeing up 

, resources to meet other needs by ap-­
plying on"e' simple priricip'le:' "one's' 
benefits should be proportional to' 
one's need--whateverthe form 'of the 
subsidy," . ' 

Strl,lcturing a reform acco'rdingio 
this prinCiple'would mean that: 
1) it should not reduce the income of 

any household to anywhere near the 
poverty line; . 

, 2)it should adjust benefits according.. 
to a graduated'scale, not completely'· 
elimfnating the benefits of any cur­

. rently eligible household;" ,. " 
3) it should take intoac<;:ount the "quasi~, 

contractual" nature of some, of' the' 
programs, Forexample,federai em­
plo'yee pensions are',really· part of 

•deferred compensation:' since the 
employees accepted wages lower 

, than in. the private sector in viewof . 
better pension benefits. But Social 
Security benefits are not linked to' 
what a pe'rson paid into the' system; 
no records ofcontributions are even 
kept by'the Social Security Adminis'­
tration. The benefits are r.elated to a' 
person's wage history. And today's 
retireesare r~ceiving benefits worth 
two to ten times what they would 
have·'earned had, they invested all 

" :, 

Fol o~ng tlie_,:a60ve criteria,. a per­
centage of-benefits for higher-income 
households would be withheld (e.g. 
f 5 p'ercen'hJTany benefits that cause 
totcir:,k'6useM'b'ld· income to exceed 

listed~'o'n tax, r'et~rns and the with­
holding-would be proc'essedby the 
IRS along with inc'ome taxes.· 
,~ ,This.would.require, only one con-. 
gressional action (not,a review of each 
program), crea~e no new bureaucracy, 

" and could, bedonereliitively-.i:Iuickly i 
whileJhe,.aeb'ate over ,program re' I 
forms 'proceeck:' .. " ' 
, It fscleariy, time to begina thorough, 

and informed discussion about entitle­
ments. We can 'no longer avoid asking 
ourselves why we are unable t9 fin'd' 
the·money to feed, house and educate 
our poor children whilewe'continue to 
subSIdize the well-off. 0 

Amata Miller, li-lM,is NETIVORK's 
Economist cfnd Education Coordinator, 

Sources: Neil Howe and Phillip Longman,'The Next New) 
Deal, ' Atlantic Monthly, April, 1992: Viveca Novak, "En· 
titlements Waltz,' National Journal, 10/17/92: ; David 
Rosenbaum, "Answer: Cut Entitlements. Question: But 
How? New York Times, 6/8/93." . , , 

gram cutbacks required.wlive Within" $30,000). Bene'fits receiv,ed would be 
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WELFARE 1'0 WO~ D~ONSTRATION' 

ISSUE - ROW TO REDUCE WELFARE DEPB~~- '~:CY, CREATE, A REVEitilZ NEUTRAL 
JfECBANISM TO' FINANCE A JOB, EF?OR'l' 'REi:UCE ,THE BUDGET DEFICIT; 

~" STIKULATE PRleVATE IN"VESTl~N'l', ~DYi..l] t GOOD' ON 'Z"I.'O '~;"S~.RS AND OFF,,_ 

PUlU'OSE ­
, " 

, Initiate a national demonstrat~ n,of a: full,yperformance based 
,welfare· to work program for 50'0,000:' eople annually for five years'. 
Federally funded',:,.",under, the Family' SuppqrtAc't ,(FSA) b""-t state, 
implemented,. private sector run wel are to work companies would b,e' 

,enqouraged'to invest in mountingpr rams which ,only, if successful 
would: be paid. This proposed demon tration is based upon P.=.:terica 
Works' successful nine year experi cei~ two states. Review,cf 
America Works' experience ar.d other;' rograms focusing on jobs first 
as 'a 'welfare strategy suggest: a: 'ajor role for this type oi: 
approach. The ~ey elemerits are:,' . 

" " 4IFor,'five years place appro imately 10% of the welfare 
'popula,tion into jobs each year .. 

-Save 6.7.5 billion dQllars' d ring the five' years in' cost 
savings, half of which can be u:sed to reduce the deficit, and the 
other half can be reinvested int,6' a i'ncreasing fund for welfare to 
work.' ' 

, -Stimulate private capital" ;estment int,o welfare to work 
pro9ram~o 

.For the first, time, itr to woz-k programs <;iirect 
government, to pay only for sucqess reduction, not for 
programs regardless of their 

BACKGROUNIl­

,1. The' Aid to Fa.'TIilies With ependent Children, Program was 

established in the 1940's to help ,idows anci. their children. It 

has grown into a· massi,ve entitl~me t program.' 


2.. There' are 'over five mii ion faru.ilies on AFDC &nd the 
, welfare rolls, are growing. The':' osts havs ,reacr.edl,50 Billion 
doilars.. of those on welfare, ,'60% ~tay for more than five ye.::.rs. , 
Researchers say there is a'tnd toward ~onger' term and, 
intergenerational ,c;iepend,ency. , 

.. ;.' 

).F.:F;~ t>6; <;2 83"j 
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3. Since the '1950' s tnerehe been a: number of programs 
targeted at reduci'ng dependency. In 1989 congress passe<;l FSA.The 
JOSS piece of this legislation direc s the states to design welfare 
to work strategi~s ~:, ' . " " 

4. 'Simplysta.tedthere has> been a debate' in the' field 
between those who believe ,in jobs va sus those who beli,eve' that. the 
route out of ,dependency is through.e ucation. The "regulations for 

,FSA 	heavily, emphasized liter~cy a~d education as the rou~e out of 
welfare dependency~' 

5~' The general consensus' itt'th t the employinerit and .t'raining 
systems have riot been effective. Mit y welfare recipients have been 
through a number. of training progra . 'of business. scl1.001s yet have 
failed to find employment. They hav ,paid'for process not outcome. 

6. Since the, FSA implementat" ,n' States, h~ve not drawn down 
:_"'i" all: of the funds the federal' gover~ e.it made available. This is 

because the local, niunici'palities.c rei not get its'- law makers to 
allocate additional revenue' to" t' ,~elfare, budgets' ,which are' 
escalating., Thus the funds are th ~e for dependency but not tci 
seek a,way off. ' " 

7. Recent ,research, evidenc indicates that' despite FSA 
regUlations, a jobs first appro not education, is' more 
e'ffi.;ctive in reducing the"wel,fare. . ' (See, the Rockerfeller 
Foundation studies , Rive,rside Calif. rnia's outcomes I' MDRC research 
and the experience. of America Works' ') 

'8. Job placement efforts, tar eting ~'~ivate' sector jobs can 
have the additional benefit of act ng'as an economic developnent 
tool. According to a recent Ernst- a d Young study conducted on the 
welfare recipients placed ,by Amer ,ca Works' businesses averaged 
$2,448 savings per worker. ' 

RECOMMENDATIONS ­

The creation of a 'two 'bil!iondollar per year demonstration 
,for five years paying $4,000 each lacement. The ,placerr.ent fee 
would only be paid'after a person' ad' beenworkiI'ig 90 days. The 
project w'.luld place 500,000 peop e a year. A 60% proj~cted" 

. A, 
\ , 

'retention rate would yield:" 
, 	 . 

. .' 500 I 090 welf~re 'r,ecipients X:6% :r:etention == ,30,0, 000 X $15,000 
, (the average cost to keep a family f,three on welfare) X 3'years 
(the average 'length '0,£ time the fam,' .y would have stayed on 'welfare 

,without the program) X 5 .'years(the :iength of the demonsct'ration) = 
67.~ billion dollars in cost s~vi' 9s for the five,ye&rsof the 
program. Some of the· funds can ,come from the unexpended' &'SA 
obligation thereby reducing. the ,need, for new' funds. ' The, 
,demonstr,ation will have the follow' g, elements:·' 

,SFor each welfare recipientpl <;:ed 'ill-to 'a job 'a calculation of 



a cost savings to the taxpayer"wil be made ~ ,For as iong as the 
. indivi,dup.l remains off' welfare ~ . ¢posit will; be made into' the 
sa.vin9s~ Fifty percent will go in reducing the deficit. ar.d 50% 
will go into a 'new reinvestment "f nd.This fund will be a, new 
entitlement for jobs pool: Based uon the above calculation 38~75 
billion dollars, would be, availabl ' for,futtre welfare ~,o work 
programs. , 

. ';'~ 

.The demonstratic:! will performance based." The 
organizations delivering the serv.', ,ewill only get paid wl:J.en· a . ' 
person 9oe~" into a full-time job' nd' have' retention of 90 <:i,~Ys' 
therea£ter·... ' , ,. 

-The demonstration will not uire 'local match. It will be 

fully feder'ally fUz:lded~: However program operation £-qnds 'will 

be, expanded by the use of Work, S pplementation fU,nds (see ,Jo'bs 

Regulations in ,FSA) for private~e' ,or jobs.' 


' ......,; 

eThere will be an' on-going ava uation of, the effectiveness of 

the ap~roach and the tru~,costssa ings. 


-Federal and participating Sea e laws will be amended to allow, 
reInvestmen.t ,of savings ,from welfa progJ;ams which are 

,paid,onIy,if they get a person:off 

IMPLICATIONS ­

1. This will build. the cap city through job pla.cement' tq 
implement a two years and off welf 're if ,that becomes , policy. 

2. A 'fund ,will be created of welfare .savings to fund 
,employment ,efforts in the future. 

3. Through the' eva.Iua.tion:<:?Tiipon~nt' there wil!, be' hard' 
evidence of the outcomes and ya1ue?f the de::nonstration. 

, ' 

4. \ The- performance based co' racting model, if proven to be 
more effect~ve will be adopt~dhrougnout the employmenJ

,:. and 
t;-aining system. 

8::::60 175" £2 
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DEPARTMENT OF HE,ALTH & HUMAN"SERVICES 	 Office of the Secretary 

Washingron, D.C, 20201 

, ,-.' 

TO:, 	 Bruce Reed, JUN. \ 0 1993 
Belle Sawhill 
David Ellwood 
Mary J 0 Ball'e 
Ken Apfel _ 

FROM: 	 Wendel,! E. '. Pr imus 

SUBJECT: ·Welfare Demons,t.rations, 

Based upon my di,fferent "C'onversations with most of you, here are 
several options the Administration may want to, cons,ider as a down 
payment on, welfare., Each option is describedfilong with some 
discussion of the relative 'merits " c' , " , '" " 

"Option 1,- Drop 'bUdget neutrality 

'The current'w~iver authoritY'undersection IllS,does 'not demand 
budget neutralityrior.is it limited'in terms of financing:. Cost 
neutrality was the past ,Administration'S policy. This option 
would eliminate the budget neutrality requlrement for any, state 
waiver "request that the Secretary finds particularly promising 
and is in accord with, the overall p6ii6y g6als of this , , 
Adminis'tration.." ", ' 

Th~s option has the ad~antage'of not requiring Congressional 
approval and depending upon how many 'projects or demonstrations 
are act,ually 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 Seqre'tary would have' considerable 
leverage to tailor a demonstration to the Administration's 
wishes., ' 	 ' , 

The Aisadvantages of this a~proach is ~hat it is backdoor 
,spending not authorized ina normal manner .c~ assumes Congress 
would allow the Administration to do wholesale rewrites of basic 
AFDC , Child support· and ,other laws ,without Congressional approval 
~n certain smaller states. 

It s~unds 'inherently unfair. While the approach envisions a· 
general. solicitation from ail states states that 'are currently'J 

'submitting waiver'rE;?quests' wouid have a 'huge 'advantage over other 
stat~S. F~ithermoreJ it may be vert difficult to saycno to some, 
states with' 'important political connections. ' It:,also r:uns the 
huge fj"sk t'hat welfare reform ,';-lould be delayed, because one' could 
argue that,we nee~-to see the results of all these, worthwhile' 
~rojects before we enact federal legisl~tion. . 

',' . 

http:neutralityrior.is
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option 2 - Seek congressional Authorit.y 

This .option attempts to solve the disadv:antages ,of, option 1. by 

seeking explicit authority from. Congress to fund states that 

submit innovative welfare approaches that are similar: tO,this 


. Administration's policies. The advantage ,of this approach is 
that it is noe an end run aroundth.e le'gisJative branch of :~"', 
government. 

.. ' 

The'disadvantage is that it would. likely start the debate on 
. \'lelfa,re reform and might be quite controversial'. For example, if 
, this. administration wanted to t'est the time limit i I could well 
envisiQn limits on ~hat authority either in term's of. n~er' of 


:faml1.Lesaffected t dollar limits, n,urnber of sites, etc .. ""· 

., There.fore why. seek authority f,orsomething that already the, ' 

Administration· has an¢. run t:he' risk that the cu'rrent aqthority 
would be severelY.limited or distorted. 

Option 3 - Fund the Boren Demonstration 
, " '. 

If the Administration wanted to attract Senator Boren, one could' 
ask for the demonstration authority that was included in' H.R: 11t 
the vetoed urban aid bill from last year. The concept is clearly 
worth testing, ,it has 'already passed the 'Congress and how many 
dollars are spent on this approac,h is very elastic. Theonly 
disadvantage is whether Mr. Boren's behavior should b~rewarded 
by funding the demonstration that is intimately associated' ~ith 
his name. See the attached paper' for more details on this 
particular demonstration. ' 

'Option 4 - Fund a Different Demonstration 

U~e ihe basic approach of the B~ren language, but furtd an 
ent.irely different kind of demonstration . ' For example, fund, a 
child support ass\:!rance demonstration; or an innovative ,JOBS 
program, ,or fund a particular time-limited welfare scheme. The 
details would have to be drafted quickly and Hill a~proval 
Obtained in a veryshort'~period of time,. 'l'he primary-' j' 

disadvantage' is that whatever is tested might be removed as a 
serious, option in the welfare reform debate. 

,,', .' 
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Option 5 -' Lower the state mat'cb in JOBS 

This option would lower the state JOBS match, ciemand a higher 
participation rate and retain a state ma-intenanee of e'£fort 
provision. This clearly would signal the Administration's desire 
to build upon the FamilY'$uppori ~~tof 1988 and send a message . 
that we are serious"'-aboutmoving'._individuals.,;",off of ·welfare. 
Given state capacity, one could.prpbably spend an additional $300 
million in Fiscal Year 1994. The.,lowering of the match was a . 
provision· in ,H. R ~ 11 and is .' another major policy shift which is 
being initiated by the Administration very la,te in this year's
budget debate. ' . ,', 

Conclusion· 

A'fter reviewing the options,' I primarilyfavCl~ 'option S'--a, simple 
lowering' of the state match in JOBS. Option 1 rnight work:. .The 
Administration would have to impose 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 impo,rtant Hill ,Com:mittees . and 
chairman. If there was not negative·reaction from the Hill, I 
would proceed with option 1 and implement. with the 
Administration's self-imp0sed guidelines. 

;:., . \ 

Attachment 

';:;. L 

, . 

_, 'f' 

, " 



06/10/93 10:52 '5'202 6906518 14! 005 

!' • 

The Boren Amendment 

One way to reachnon-c~stodi~l parents i~throug~ Senator Boren's 

proposal to establish Community Works Progress (CWP) 

Demonstrations. Thi,s proposal, which wasin'cO:tporated into 


, H..R. 11" would have pr,9vided $'60 to $70 million per 'year for 
",.' ,~" ' ,.

,grants :to public or private nonprofit organizations""tor broad 

public purposes'inf ielQ-ssiich'as health I social se1;'''.ice, 

env.iromnental protection,educatio"n, 'urban and rural development, 

welfare, recreation" public safety, and, .child care. ' 


. .', 

The projects provide employmen~-related ser~ices t6 non-custodial 
parents who are,nq!:;employed'and'at least two months in arrears 
on', their court-6rdc:red child "s:upport, curreI1t AFDCrecipient:s, 
and persons at risk of beco¥,ing recipients of,AFDC. So that , , 
participants ,can ,10oJ.s for regular employment, no participant 
would be,allowed to work more· than 32 hours a week, Assistance 
for the costs of transpOrt.ation, child'care, and uniforms or 
other work· materials would be provided. ' ' 

The' CWP proposal ha~ several advantages. 'First, on the delie'ate 
issue of participants wages I a compromise was already' reached in " " I 

Congress. Issues such as the'wage rates and maxi'mum hours are' 

often some of the most difficult to, resolve work-welfare issues. 

Second, 'funding could be: easily arid quickly increased to $300 

million per yea.r:depending on the number" of sit,es . Finall'y, the 

projects ,:would provide valuable lessons for implementing welfare' 

reform. 


':. 
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forms to the d~finition, of a "consum,er reporting agency" under 
Federal law. , , , 

Effectil)(! date.-The Senate amendment is effective October 1. 
1993. However, if the Secretary of HHSdetermines that a:$tate is' 
unable to comply with the amendment, the State would be exempt 
(rom compliance until the Statee.stabJishes an approved automated 

;:f' data processing and information retrieval sys~mJ or until October 
-1: 1995, whichever is earHer. ',' . - , 

CoNFERENCE AGREEMENT' 

. The conference agreement folloW6 the Senate amendment. 

1. Additional use ofParent Loca~or Service iry/ormalion 
, ""H .;;""" 

,PRESENT LAW 

The Department of Health ~nd Human 'Services o~rates a 
Patent Locator Service to obtain and transmit lnformation as to 
the whereabouts of any absent parent when such information is to 
be used to locate the parent for th~ purpose of enforcing support 
obligations owed by the porent. . 

'., 
HOUSE BIU; 

No· provision .. 

SENATE AMENDMENT 

The Sen~te amendDlent requiTes the Secretary of HHS to enter 
. into an·,agreemep.t With the Attomey Gi!neral under which tile 

serVices.of the 'Parent. Locator Service shall be madeava'ilable to 
the Office of Juvenile Justice and Delinquency Preven:tion, upon its 
.requ~ for the. purpose of locating any parent or child in order to: 
(1) enforce any State or Federal law With l'espect to the unl~wful 
taking ~r restraint of a "child; or (2) make or enforce·a child custody 
determination. 'The Parent LocatorServiee may charge no fee for I 

.these services.. . 

Effective date.-October I, 1992. 


•. ,". .~ 

The conference agreement follows the Senate amendment. . 

D. CoMMUNITY WORK!) PROCRE'iiS DEMONSTRATIONS, 

1. CiJmnw.nity works progress demo17..§tration projects 

!PRESENT LAw 
I 

No provision. 
..:.r.',

" ,-,,' ". ' I 
'HQUSE Btu. . I 

... No provision. I 

'., 
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SENATE AMENDMENT . . 
. The Senate amendment establishes a ~mmuility Wodes· 

~rogress demonstration program under Title Xl of t~e Social Sec!-l. . 
rlty Act. The Secretary of Health ·and Human Servlce5 (HHS)., 10 ' , 
consultation 'with tJ,e Secretary ofLabor. would administer the pn:r ' 
gram. The Secretary would have to award grants to three urbaq i"'-' 
~projects' and two projects tha~ are,,:sU\~wiQ~. Demon8tratio~B C<?uld' 
last up to .( y~rs. Both pubbc and prlvate -nonprofit organu:atlODS 

, ' wou1d be eligible to !lPp,ly 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.' , 


Appx:ovable 'projects include ones that the Secretary deter­

mines would serve a ,use'ful public purpose in fields such as health.' 

social service, environmental protection. education., urban and 


, rural development and redevelopment, welfare .. recreation, public 

facilities. public safety.andchUd care. , , ',' 


, For each of flSCal years 1994. 1995, 1996. and 1997, each entity 

that has an appli~tionfor .8 grant approved by the Secretag 


. would be entitled. to payments ,in .an amount equal to,its expen.dj. 

tures to carry out the demonstratIon. The amounts authoI"i.zed 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 aW8rding grants, the Secretary is directed to consider the 

following factors: unemployment rate; proportion of population, re- .. 
ceiving pub1i~ assistance; per capita income; degr~ of involvement 
and commitment demonstrated by public· officials; the .likelihood 
that th~ pr,oject,will be successful; the contribution that the project 
is likely to make. toward improving the life of residents in the com.: 
m.unity; g~aphic distribution; the e~nt· to whic~' the project . 

. will emphasize the development of proJects encouragmgtea.m ap. 

proacbes to, work on real. identifiable projects; the'.extent to which 

private and communitY,agencies will be involved; and such other 

criteria. as the Secretary may establish. '. . 


. Eligible participanta include individuals who are receiving. eli- . 

gibleto'receive. or at risk of becom~Le!igible to receive. Aid to ' 

,Families with Dependent Children (AFDC); individuals receiving. 

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

'hau.sted, unemployment cOmpensation; and noncUStodial parentS of , 

children who are receiving AFDC.· . . . . ' . . 


State agencies, adminis~ring a JOBS program. ma:y assign 

JOBS particiP!IDts .to participa!-ein a project if such participation 

does not conflict WIth the reqUlrements of the JOBSprognml. and 

the individual is referred in accordance with JOBS procedures. 


. 'Participants who axe receiving benefits under the unemploy· . 
, .ment compensation and AFDC programs would receive. in·addition 

to those benefits, compensation in an amount ~ual to 10 percent of 
Jhe average' (as estimated by the organizatfon Conducting the' 
p,rojed) of the ,amount of AFDC. and"unemployment compensation;":" 
paid to recipients", of these 't>enefits in the area. served by the 
. project. Agencies administering AFDC or unemployment compensa­
tion benefits are, allowed to transfer funds to the project to enable' 
participants to receive compensation in the form of a single check 
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for wa~es rather: ~ha~ jn the [arm ofseparate bcnefi.~.checka. Indk 
~duals riot recelvmg"elther unemployment compen~tlon ,or ,AFDC, , 
would, be' compensated in an amount equal 1.9 the Federal ,mini­
J1lUm wage, or the- Clpplicable State minimum wage, whichever is 
greater." ','" , "". . , 

· Individuals receiving AFDC may not be required to work o_n a 
· monthlybasis more than the number: orhours determined by'di:­
,\riding the family's monthli a5Sh3tance amount by the grea~,r of ' 
. the Federal or applicable State minimum' wage. If an individual" 
chooses to work any additional, hours, the individual must be paid ' 
for each additional hour an amount equal to the greater of the Fed- . 
era} or applicable State, minimum wage. . '" " 

. '.' . Individuals receiving uneinploYinent compensation who choose 
" to participate in a project must,agree to work on a \veekly basis the .' 
, ,Iiumber of hours determined by dividing the amount of the Vleekly ,~:~..­

-,-unemployment comPensation. received by' the individual by the' 
greater of the Federal or State applicable minimum wage. " 

" "The Secretary· could approve an application that provided for ' 
an alternative method' of compensation so long, as it-did not reduce 

, the amount· received \bya participant below the, minimum wage 
. 'and assured a bonus payment to AFOC and unemployment com· 

pensation beneficiaries who participate in the project. ". ' 
In order to assure that each individual will have time to seek 

" alternative e~ployment or to, participate in an alternative employ­
ability enhancement activity, 'no, individual could' participate for 
more than 32 hours a week. ' ' 

, ,Individuals participating in projects would'be eligible for as­
sistance to meet necessary costs ,of transportation and child care, as 
well as necessary costs of uniforms or other work materials. ' 

, " ,,' Each participant mtlBt be tested for basic rea~ and, writing 
competence and must be furnished cotinseli,ng and lDstruction:if 
they fail a basic competency test. ' ' '.'. ' . ' 

, Approved demonstrations would ,be requii-ed to ensure that the 
, project would not result <in displacement of currently ,employed ' 

',workers and will not impairariy contracts for services or any'col· " 
. ' lective' bargaining agreemeotse.xisting,at'the time the project com­
'menees. Also required' would be assurances 'of Consultation with, ' 
aJiy local labor organization -representing employees in the area 

· wboare engaged 'in the same or, similar work as t1;lat proposro to 
be carri~ out ,by the project. Organizations conducting a eomniuni-, 

, 'ty works pt9gressproj~ would be required to'establish and main­
tains ,'procedure for the filing, and adjudication of grievances from 
,participants. labOr organiza.tio,ns,an~ other 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 theal1eg~,occurrence of the event that is the 8ubj~ of-, 
the grieVance.' . "" . .", . '. ",; " 

· A "hearing on any grievance must be held no later than 30' days , 
~ after the filinJt of the grievance. and a deciSion must be made' not ' 

later than,60 clays after'the grlevaIlce is filed. .'7' 

, In the event ,that the decisiono,n a grievimce'i:s adverse-to the 
',party who fIled. or 60 days after the grievance is fil~ if no decision' 
has been ,~ched. the 'party who' tiled would be able to submit the 

. ~ 

" 

, ' ,"' 
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, Projects included must serVe a useful public purpose in fields' 
such as healt.h. social service, environmental protection, education. 
urban and ,ru'ral development. ,_welfare, recreation, public safety. 
snd chnd~re. ' , ,-' ' 

, ,For each of fiscal years 1993, 1994, and 1995, each entity that 
'has an applicatiof.'l,.:for a grantJapproved by the Sec~tary would be ' 
entitled to payments in an am~u!1t ~ual the lesser of actual <;Ir ap­

'proved annual expenditures, to 'earry out the demonstration. The 
, 'amounts authorized are $60, $70, and ~,$70, million in fLSCal years 


1993, 1994, ,and 1995. res~tively. Funds not obligated by the Sec­

retary in ol1e year remam available' for use in subsequent years, 


, No more than 3 ~rcent of these funds may be retained by the Sec­
, retary for admimstration,', ' "< ' 

'In awardin'g grants; the Secretary jS"airectedtO consider the 
same factors listed iri. the Senate amendment,except the likelihood. ' 
that the projects will he succeSsful was deleted becaUse it was too 
vague and geographic distribution was clarified. " - '- , 

Projects shall' provide employment and employm~nt~related 
services ton~ncU8tOO.ial paren~ who are not empJ~yed and B:t least 

. two months in arrears on theIr court-ordered child support pay- , 
meats, recipients or persons at risk of being recipients of the Aid to 
Families Wlth Dependent Children-Unemployed Parent (AFI>C-UP) 
program. and recipients or persons at nsk or being recipients of 
Aid to Families with Dependent' Children (~). Enrollment pri-· 
ority goes 'first to volunteers from any of the three groups, then to 
the noncoustodial parents, then ,the 4,Fl)(;.UP group, followed 1?y 

" ., 

the AFDC group, The conferees hope that mOst of the enrollees WIll 
be volWl~rs an~ nonc1lB.~ parents. . 

, State agenCIes admmlStenng a JOBS program may -assIgn 
JOBS, particip~ts .tD, participa!e 'in 8. project if suc~ participation 
docs. !l~t ~onfll~ Wlth the. requlreme~ts o,f the JOBS program, and 
the lndiVldualu; referred ill.accordance WIth JOBS procedures. 

The'labor standards described in section 142'and 143 of the Job 
" ", TraiI;ling Partnership A;ct apply excePt: (1) ParticJpants who are eli· 

giblc for Medicaid benefits would continue to receive them instead' 
of employer-provided health benefitst where applicable. (2) Some 
pr~ may not be subject,~ the '~prevailing w~e" requirements· 
1Il bons 142(a,X3XC> and US(d) of the JTpA. " , 

.:;, Nondupllcation and nondisphicement requirements replicate~ 
the requirements contained in' Bubsections(al and' (b) of section 177 . 
of the National and Commwiity Service A<;t of 1990. The Senate 
·amendmentapplie4 these provisions by reference.· . . ' 

Not more than 10 percent of the grant may be used for admin- . 
istrative costs. Not less than 70 percent· of the amount ofa grant 
must be used tD provide compensation and, supportive services to ' 

. participants in a projed' ., 0' ' , . . . I 

Depend.ing on whether the projects _c8n pay the ','prevailing. .! ­
"', wage or only 125. percent of the minimurp. wage, noncUBtOO.ial par-'" 

ents,~who ~ at least two months in arrears in their child support ',­
payments are eligible.tD be' paid no;.1ess than either: (l) the prevail ­
mg wage, or (2) the higher of. 125 percent 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 'co.Se, however. would 

. " ~ . 
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the rate of pay be less than 125' '}krcent oft-he Federal or applica~ 
, ble State minimum' wage." " ,,' , . . 


Depending' on the type of projects in which they are enrolled. 

AFDC recipients may not be required to work on a ,monthly basis 

more ,than the number of hours,determined by dividing the fami­

ly's monthly. assistance amount by (1) the prevailing wage. or (2) 

the greater of 125 percentqf the Federal or applicable State"mini­

mum wag1!~In no case" however~ would the r~te of pay be less than 

125 Percent'or,the applicable, minimum wage. If ari individual 

chooses to work ~ny additionalhoure. the individual must be' paid 

for each adqitional hour an. amount equal to ,either (1) the prevail­

ing wage, or (2) the greater of 125 percent of the Feqeral or applica­
ble State minimum wage. .• . _ ' ' 


AFDC recipients who work off their benefits Will receive a ' 

bonus equal to 25'1)ercent of the. avera'ge amount of monthly AFDC ' 

benefits in. their State. , :' 


The secretary may approve an application that provides for an, ; 

alternative methooof 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 Qe exempt from countable income for all Fed­

'erally-assisted means-tested programs, iIicluding', the Higher Educa­

tion Act of 1965. . '. ., , , , . 


AB in the Senate amendment~ in order to assure that each indi· 

vidual will have' time to seek alternative employment or topartiei ­

pate in an alternative employability'enhancement activity, no' indi­

vidual may participate in work on.a project,fortnore than 32 hours 

per 'week.. ' . ..'. " . . 


IndiViduals participating in 'projects shall receive sssistanceto 

meet, costs of transportation and child; care. as well as necessary 

coots of uniforms or other workmaterialB. " , , " 


I', ' . Each partiCipant must be tested for' basic reading and writing 
competence and must be furnished counseling, and instruction if 
the participant fails a basic competency test. However, individuals 
who have been tested'by an employment,. education. or training 
program for basic reading andWI;iting, competence within'oneyear 
of enrollment in a project, shall not be required to be tested. . 
. ,AB under the Senate atnendment, the Secretary, may suspend 

or terminate payments for a' project if the Secretary determines 

that an' organiiation has materially failed to comply with the re­

quirements of this demonstration Pl"9ject. . 

.As under the Senate amendment,' 'org~izations 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 o'rganizationS, and othe,r interested 

individuals, inc1udinggrievEinc.e.s, reg~ing"proposed,placeDlents of ' 

participantS in the ,project. Grievances must,be filed not la,ter than 

1 year after the date of the alleged occurrenGe, of the event that is 

the subject of the grievance.· . , . "'" ' 


. Remedies for a grievance filed include: (1) prohibition of the 
. placement; (2) reinStatement of the participant to the position; (3) 

payment of .lost wag~ and beDefi~! (4) reestablishment·,ofother 
relevant terms, conditions, 

" 

and pnvileges of employment; 
• .. 

and (5) 
'I' • ' 
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'equitable relief as is necessary to correct ~ny violation or to' rQak~ 
· the participant whole. . . . , '........ , 

,'An appliCation for a grant to conduc~ a project must include: 
(1) a description of the type .of proj~t.t.o be carried out; '(2) a de-· 

'. scription of the objectives and performance goals of the project; (3) , 
~agreement between the organization and the .childsupport en· ,,~, 

· forcement agency to seek court-<>rdered enrollment-or,s noncus~ , 
, dial parent who is not employed and is two months in 'arrears on 

his child support payments; (4) a description of s plan. for manag­
ing and funding the project; (5) in the projects not required, to pay 
the prevailing wage when that wage is applica.bl~, written concur;.. 
renee Crom.any local laoor ~rganiZation representing ,employees in 
the area who are engaged in work of the same or similar dlarac~r 

, or nature 'as that proposed to be carried out by the' project; (6) s 
descrip~ion of formal job training arid' job search arrangements; (7) 
an assurance that,the project will b:e coordinated with otherFeder­
ally assisted education, training, and social service programs; ,(8) an, 
assurance that. the organization will particiyste in cooperativeef­
forts among comri:lUnity-~ased agencies; loea educational agencies, 

" ,and local government agencies, businesses, .. and State agencies" to 
develop and provide supportive t;ervices; (9) a descnption of fiscal 
control. accountmg, audit, and debt coll~tion procedures to assure 
the proper disbursal of funds; and (10) a projection of the amount; 
'the organization intends to spend in each fISCal year. 
'~e Secretary ~ requ,ired to publish the grant application,' 

notice no later than January 1,1993. '.'
The. Secretary shall carry out up to four project evaluations 

costing no'more than $6 inillion, It shall be based on an experimeri~ 
tal design with random assignment bctweena treatment grQUP and 
a contr,ol group. The Se;Cretary' sh~l 'use the data to analyze' the 

, benefits and costs of the 'piojectwith 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 t}:le applicable minimum wage. A fmal report is due one year . 
after the fmal project is completed. . . . 

As in the Senate amendment, ,within 60 days a1'ter enactment, 
· the Secretary of Labor, in consultation with· the Secretary of 
Health 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 usedin,'commu'nity works, progress projects, 

,and to identify any mOdificationS to existing policies or procedures 

that would facilitate theimplementalion of the projects. The task 

force is to, be composed of one representative each fr9~ the Depart­

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

submit a report to the Secretaries of these departments"and to the 

Congress with any fmdings and reconimertdations that it may have. 


'I 
I 

:' 

'" 

, " 
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TABLE 3 - PRELIMINARY SUMMARY COST BSTIMAT.ES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WBLFARB REFORM PROPOSAL 

(By fiscal year. in tnilliOnl of clolIan) j 

(85) 
No AdditioGal Benefits for Additiooal Children 

(210)Minor Mothers 
(S10) 

Child SupporiEaforcment
Paternity EstabUahmcnt (,Net) 

(2,150) 

(2,080) (400~(1,55 
Computer Costs 

(4,700)Enforcement (,Net) . 
l,OS5 91 

(80) (8,055) (1,875)SUBTOTAL,· PARENTAL RESPONSmILlTY (1.22Q) 

TRANSmONAL ASSISTANCE FOllOWED BY WORK 

JOBS-Prep . 
Additi01llll. JOBS S . din 
Additiooa1 Child g: fol'JOBS 

WORKPro~ . 
Additional Child Care for WORK 
Savings from Child Care and Other Expa!lSion 

Transitional Child Care 

EnhAnced Teen Case Management
Savings - Ca.se1oad Reduction· . 
ADP Feden! and StaLl: Systems/Admin Efficiency 

SUBTOTAL. JOBS/wORK 

SUBTOTAL; JOBS/wORK AND PARENTALRESP . 


Working Poor Child Care (Capped at $2h 
in Det spendi.na). . 

Remove Two Patent (UPfRestrietions .. 

Comprehensive Demonstration Grants 
Non-Custodial ParentJOBS/wORK 
Ac.cess Grants and Parenting Demonstrations 
Child Support Assurance Demonstrations 
IDA and MicrOOlliecprise DemOl1StratioDB 

SUBTOTAL DEMONSTRATIONS 

REINVENTING GOVERNMENT ASSISTANCE 

State Flexibility on Earned Income and 
and Child Support Disregards 

Generally Conform Assets to Food Stamps on Limit, 
Burial Insurance. Real Property, TClII1Sfers 

Set Auto ExclusioJl8 to $4500 EqLUty Value 
DoubloTerritorics' Caps/Adjust for Inflation 
All Others 

SUBTOTAL RCA 

GRAND TOTAL 
OPTION 1 - No Child Care, 2 Pare.ot, Demos or RGA 
OPTION 2 - No 2 Parent, 50~ Child Care, SOl Demos 

and 50$ RGA 
OPTION 3 - 50~ Child Care, 50$ Demos, and 50$ RGA 
OPTION 4 - 50$ Demos and SO I RGA 
OPTION S - TOTAL PLAN 

. 305 
2,580 
1,805 

.790 
365 
(90) 

560 

210 
(52O) 
680 

6.685 
5,46S 

5,000 
2,210 

200 

370 

135 
SSO 
300 

1,555 

1,720 

265 
955 
370 
905 

4,215 

18,445 
S,46S 

10,850 
13,060 
15,560 
18,445 

275 
2,320 

. 1,625 

710 
330 
(50) 

50S 

190
<lli> 

6,285 

6.205 

4,500 
1,160 

200 
335 

120 

495 
270 

·1,420 

GD 

~ 


275 
555 

2,830 

16,115 
6,205. 

10,580 

11.740 
13,990 
16,115· 

1.125 
7.140 
4,900 

. 10,150 
4,585 

(1.215) 

2.580 

595 
(5,~~ 

25,635 

17 ,580 

16.270 
8,260 

350 
1,855 

285 
1,500 

700 

4,690 

4,895 

655 
2,785 
1,060 
2,265 

11,660 

5S,460 

17,580 

33,890 
42,150 
50,285 
5S,460 

1,105 
6,425 
4,410 

9.135 
4,125 

(700) 

2,320 

535 
(2,800) 

900 

2S,4S5 
23,580 

14,645 
4,355 

350 
1,670 

2S5 
1,350 

630 

4,255 

2,695· 

240 
2,7&5 

790 
1,375 

7,&85 

54,720 

23,580 

36,973 

41,328 
48,650 

54,720 

N:~t~ ~j;~o 'fi~ ~Te: Y::F~eriIl estimates represent 90$ cfall expeuditun:.s ~~t for . 
tho:~ciUo~g:' benefits ~ at cumnt match rates; cbiJd support is m.ltched at rates 
specIfied III the hypothetiC81 plan; and comprehCDBive demonstration grants are matched at 100%. 

Source: HHS/ASPE.st&ff estimates. These estimates have beeD shared with staffwithin HHS and OMB but have not been 
officially reviewed by OMB. The policies do not RPre6eDt a COIlsellSWl recommendation of the Working Group co-chairs. 
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fi,y ~ Posslble Offset 'OptIons for Welfare-Reform -- Federal «1NfJf 

....----' -.A Extrapolated to 2D04 '
r, f·) (; , " . S-year 

{'(vvhrnftifh 1995' 1996 1997 1998 1999 Total 2000 2001 2002 2003 2004 _ 
dollars in bimons ~,- \ ....-.:-~M 1# 

Mandatory Savings Options Under Consideration: 

Limit Emergency Assistance 1/ 0.26 

Target Child Care Food Program 2/ 0,00 

r;;;, AFDC If Total Household Income 

~xCeedS 130%Or:l'Overty . 0.72 


Tighten Sponsorship and Eligibility Rules h,,,,,,,,·,M 
for Aliens: 

~current S-year SSI deeming rules 


bvY 'l'-,pel'DUlnent and extend to AFDC and 

Food StaTPS and limit assistance to 

-'VCOLS' 0.08 


Extend deeming period to citizenship 3/ 0.15 

Alien deeming subtotal 0.22 


q~L0~
IfAiH'N\ r ­

Subtotal 1.20 

Other Items-Revenues; 

Tax Credit Eligjbilit:v 4/ 

Deny EITC to non-resident aliens 0.00 

Ph;tSe out dependent care tax credit for 

ACI between $90,000 and $110,000 0.09 


d<f'af/t 
Jptx'()."'f1 
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1/ 	Assumes that under current law, States would take maximum aQvantage of EA by 1999, 
with baseline growing by inflation afterwards_ 

2/ Growth assumed to be at the same dolla'r 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. 
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~ 
Federal Offsets for Welfare Reform Option A 

Compared To Net Costs, Including Non-Welfare Impacts 

.$9 bil 

$8 bil 

$7bil 

$6 bil 

quitO 
~ $5 bil J0'& ) e'J ({(JVf 

.... 
:::l 
0 't.-to/'oo . .... 
~ $4 bil '­

{fo..k\.-2,s'/ 
tUl\l'hlAV~ 

$3 bil 

$2 bil 
Reinventing Government 

$1 bil 
Mandatory savings optioris under consideration 

$Obil 

1995 1996 1997 1998 1999 2000 2001 2002 2003 ., 2004 

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

March 21 unreviewed estimates 



TABLE 3 - PRELIMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE) 
FORELEMENTS OF A WBLFARB REFORM PROPOSAL 

(By fiscal year. in milliOlll of doUan) ,J 

·lU.lear;Jio~ IJe':f F'J::iTolal 
1 _ IIAJ... ........... _. 1
60 

Minor MolhcCs (210~ (8~(810 
Child Support Enf'orement 

Paternity Establlshment (Net) 

(J~~~ (2.150No Additioaal Benefits for Additional Children ~~ 
(90~ ~.08~(160 4,700Enforcement (Net) (l~~~~ 1,08 97420Computer Costs 

(1,875)(l,22Q) (8,055)(80)SUBTOTAL, PARENTALRESPONSlBn.rrY 

TRANSmONAL ASSISTANCE FOllOWED BY WORK 

' 305 1,225 1,105 
Additio JOBS ~ding 

275JOBS-P:r. 
2,580 7,140 6,425 

Additional Child for JOBS 
2,320 

4,900 4,410l,80S 1,625 

. 10,150 9,135790 710WORKPro~ 
,4,585 4,125 

Savings from Child Care and Other Expansion 
A&ditional . d Carefor WORK 36S 330 

(700)(90) (SO) (1,275) 

2,3202,580560 505Transitional Child Care 

59S190 535 
SIlVin~8 - Ca.seload Reduction 

210EnbancedTeiea Case Management 
(S20) (2.800)(5,~(m>

ADP eden) and State Systems/Admin Efficiency 900680 

6;685 6,285 25,635 25,4SSSUBTOTAL, JOBSIWORK 
17,580 23,580S,465 6,205SUBTOTAL. JOBSIWORK AND PARENTALRESP . 

Working Poor Cbild Care (Capped at $2b 

in net t:ding). . 
 5,000 16,270 14,645 

Remove 0 Parent (UP) Restrictions . 
4,500 

2,210 1,160 8,260 4,355 

Compreb.e.rWvo Demonstration Granta 3S0200 200 350 
Non-Custodial Parent JOBSIWORK 1,855370 335 1,670 
Act:.e&S Grants. and Parenting DeDlODStnl.tions 120135 255 
Child SupportAs.surance Demonsttations 

28? 
550 495 1,350 

IDA and Microe.o.t.erprise I>emonstrations 
1.500 

300 270 700 630 

SUBTOTAL.DEMONSTRATIONS 4,690 4,2551,55S 1,420 

REINVENTING GOVERNMENT ASSISTANCE 

State Flexibility on Earned Income and 

and Child Srmrt Disregards 
 945 4,89S1.720 2.695 

Genera11~rm Assets to Food Stamps OD Limit, 

Burial ce, Real P~rty. Tnmsfers 
 100265 65S 240 

Set Auto Ex.clusioDB to $45 Eqldt)' Value 95S 955 2,785 2.785 
Doublo Tcrritories' Caps/Adjust for Inflation 370 275 1,060 790 
All Othen 90S 555 2,265 1.375 

SUBTOTAL RGA 4,21S 2,830 11,660 7,885 

GRAND TOTAL 18,44S 58,46016,115 54,720 
OPTION 1 - No Child Care, 2 Parent, Demos or RGA 5,465 6,205 17,580 23,580 
OPTION.2· No 2 Parent, 50~ Child Care, SO~ Demos 
and50~ RGA 10,850 10,580 33,890 36,973 

OPTION 3 - 50% Child Care, 50~ Demos, and 50% RGA 13,060 42,150 41,328 
OPTION 4 - 50% Demos and SOS(; RGA 

(.11,7"'1 
15,560 48,65013,990 1\50,285 


OPTION. 5 • TOTAL PLAN 
 18,445 16,115 58,460 54,720 
i oe.!!.OLe savlD{::. ,. .'... ~ 

NOte 'Yr.u arid'Ten Year edmJ estimates represeat 90~ ofall e~ditures except for . 
"­

the. wm~ beacfits ate at cum:nt match ~: child support is mitcbed at rates 

i in c h ypothetiCai pIan', and co rehcnsivc demonstration grants ate matched at 100%. 


Source: HHS/ASPE.staff estimates. These estimates have been shared with staffwithin HHS and OMB but bave not been 
officially reviewed by OMB. The policies do not represei1t a consensus RlCOmmendation of the Working Group co-ebain:. 
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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) 

:> rear 
Total 

:> rear 
Federal 

!U rear 
Total 

~ rear 
Federal 

.............. ,IIJ\L .............. ,11 

Minor Mothers (85) (30) (210) (85) 
No Additional Benefits for Additic·nal Children 
Child Support Enforcment 

(660) (220) (2,150) (810) 

Patermty Establishment (Net) (535) (90) (2,080) (400) 
Enforcement (Net) , (405) (160) (4,700) (1,555) 
Computer Costs 465 420 1,085 975 

SUBTOTAL, PARENTAL RESPONSmll.ITY 

TRANSmONAL ASSISTANCE FOLLOWED BY WORK 

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

JOBS-P:y 
Additio JOBS ~ding 

305 
2,580 

275 
2,320 

1,225 
7,140 

1,105 
6,425 

Additional Child for JOBS 1,805 1,625 4,900 4,410 

WORKPro~ 
Additional . d Care for WORK 

790 
365 

710 
330 

10,150 
4,585 

9,135 
4,125 

Savings from Child Care and Other Expansion (90) (50) (1,275) (700) 

Transitional Child Care 560 505 2,580 2,320 

Enhanced Teen Case M~gement 210 190 595 535 
Savinf • Caseklad Reduction (520) (285) (5,090) (2,800) 
ADP ederal and State Systems/ Admin Efficiency 680 665 825 900 

SUBTOTAL, ]OBSIWORK 6,685 6,285 25,635 25,455 

SUBTOTAL, JOBSIWORK AND PARENTAL &ESP 

Working Poor Child Care (Capped at $2b 

5,465 6,205 17,580 23,580 

in net ~nding). 5,000 4,500 16,270 ' 14,645 
Remove wo Parent (UP) Restrictions 2,210 1,160 8,260 4,355 

Comprehensive Demonstration Grants 200 200 350 350 

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

Access Grants and Parenting Demonstrations 135 120 285 255 

Child Support Assurance Demonstrations 550 495 1,500 1,350 

IDA and Microenterprise Demonstrations 300 270 700 630 

SUBTOTAL DEMONSTRATIONS 

REINVENTING GOVERNMENT ASSISTANCE 

State Flexibility on Earned Income and 

1,555 1,420 4,690 4,255 

and Child SUfoport Disregards 
Generally Con orm Assets to Food Stamps on Limit, 

1,720 ~ 4,895 2,695 

Burial Insurance, Real P08jrty, Transfers 265 100 655 240 
Set Auto Exclusions to $45 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 

GRANO 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 

and 50% RGA 10,850 10,412 33,890 36,973 
:OPTIQN 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 • lorA!. P,I;AN, 18,445 15,780 58,460 54,720 
NO",',!,;! r-arenUleses'oenor.e savm s. 
Note'2: F.iveY;~aridTenyear ~ederal estimates represent 90 % ofail expenditures except for 

the,~ollo~g: belle,fits ~ at current match rates; <?MId support i~ matched at rates 
specIfied rn the hypothetiCal plan: and comprehensive demonstration grants are matched at 100%. 

Source: HHSI 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 ·PREUMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By fiscal year, In billions of dollars) 

5 Year 

8.49 
5.28 
7.03 

-0.81 

0.31 

0.64 

9.14 

36.44 

42.99 

46.20 

Conform AFDC to Food Stamps 130% of Povert 
Reduce by 1/2 
Reduce by 1/3 

Tighten Sponsorship and Eligibility Rules 
for Aliens: 

Make ourrent S-year SSI deeming rules 

permanent and extend to AFDC and 

Food Stamps and limit assistance to 

PRUCOLS 


Extend deeming period to 7 years 

Extend deeming period to citizenship 


EITC: Denial to non-resident aliens 
Info reporting for DOD personnel 

Gambling 
Increase withholding on gambling winnings 
>$50,000 to 36% 

Withholding rate of 28% on keno, slots, 
and bingo winners > $7,500 

Require Information reporting on 

winnings of $10,000+ from gambling 

regardless of odds (except State lotteries) 


5% excise tax on net receipts of gambling 

establishments (except State lotteries) 


Other: 
Phase down dependent care tax credit 10% for 
AGI over $70,000 

OPTION 1 (5 Yr Deeming. No 130% Income Tes 

OPTION 2 CJ Yr Deeming. 1/3rd 130% Ihcome T 

OPTION 3 (Deem to CItizenship. 1/2130% Test) 

OPTION 4 (Deem to Citizenship. Full 130% Test) 

6.99 
3.50 
4.66 

2.74 

3.45 
6.80 

0.32 

0.52 

0.25 

0.22­

3.95 

0.78 

11.47 

16.84 

19.03 

22.52 

3.84 
1.92 
2.56 

0.52 

0.25 

0.22 

3.95 

13.61 

15.32 

- 17.24 

19.18 
9.59 

12.78 

9.10 

11.99 
23.95 

0.90 

0.81 

0.31 

0.64 

9.14 

46.19 

54.96 

64.55 

4.61-~ 


~ 


b·of~5 
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TABLE 3 - PREUMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(By fiscal year, in millions of dollars) 

!"~N!A..L. .....................41;)US1L.l! I 


Minor Mothers 
No Additional Benefits for Additional Children 
Child Support Enforcment 

Patermty Establishment (Net) 

Enforcement (Net) 

Computer Costs 


I 

SUBTOTAL, PARENTAL RESPONSIBIUTY 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

JOBS·Prep 
Additional JOBS Spending 
Additional Child Care for JOBS 

WORK Program 
Additional Child Care for WORK 
Savings from Child Care and Other Expansion 

TransitiOnal Child Care 

Enhanced Teen Case Management 
Savings - Caseload Reduction 
ADP Federal and State Systems/ Admin Efficiency 

SUBTOTAL, JOBSIWORK 

SUBTOTAL, JOBSIWORK AND PARENTAL RESP 

Working Poor Child Care (Capped <at $2b 
in net spending), 

Remove Two Parent (UP) Restrictions 

Comprehensive Demonstration Grants 

Non·Custodial Parent JOBSIWORK 

Access Grants and Parenting Demonstrations 

Child Support Assurance Demonstrations 

IDA and Microenterprise Demonstrations 

SUBTOTAL DEMONSTRATIONS 

REINVENTING GOVERNMENT ASSISTANCE 

State Flexibility on Earned Income and 
and Child Support.Disregards 

Generally Conform Assets to Food Stamps on Limit, 
Burial Insurance, Real Property, Transfers 

Set Auto Exclusions to $4500 Equity Value 
Double Territories' Caps/Adjust for Inflation 
All Others 

SUBTOTAL RGA 

GR..A:m> TOTAL _ __ -"' 

OPTION 1 - No ~dcare~~emos or RGA 

OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos 

and 50.% RGA 

aPTION j ~ 5016 Child Care, 50% Demos, and 50% RGA 

OPTION 4 - 50% Demos and 50% RGA 

OPTION 5 - t()TAt.P~ 
NOte:!;:.. ~arentDeses aenote savmgs. 

:> rear lU rear:> rear 
Federal TotalTotal 

(85) (30) 
(660) (220) 

(535) (90) 
(160)(405) 
420465 

(80)(1,220) 

275305 
2,580 2,320 

1,6251,805 

790 710 
365 330 
(90) (50) 

560 505 

210 190 
(285)(520) 

680 665 

6,2856,685 

6,2055,465 

4,5005,000 
1,1602,210 

200 200 

370 335 

135 120 

550 495 

300 270 

1,555 1,420 

1,720 610 

265 100 
955 955 
370 275 
905 555 

. 4,215 2,495 

15,78018,445 

(85) 
(2,150) 

(210) 
(810) 

(2,080) 
(4,700) (1~m~
. 1,085 975 

(1,875)(8,055) 

1,105 

7,140 

1,225 

6,425 

4,900 
 4,410 

9,135 

4,585 


10,150 
4,125 


(1,275) 
 (700) 

2,3202,580 

535 

(5,090) 


595 
(2,800) 

825 900 

25,635 25,455 

17,580 23,580 

14,645 

8,260 


16,270 
4,355 

(;1 

350 \~350 

1,670 

285 

1,855 

255 

1,350 


700 


1,500 

630 

4,2554,690 

2,6954,895 

240 

2,785 


655 
2,785 


1,060 
 790 

2,265 
 1,375 

11,660 7,885 

58,460 ~20 
7,365 25,840 27,935­7,675 

~-...... 
~ ;r

10,850 10,412 33,890 36 973 r.~ 
(13,060 1: 11 572 [ 42,150 4-;~ ~ ~ 

15,560 13,822 50,285 48,650 I ("'J:.. ~:J 
18,445 15,780 58,460 54,720 

Nbre2i FiyeX:~andTen . Year Federal estimates. rep~t 90 % of all expenditures except for 
the: ~()lIow.mg:<benefits ~ at current match rates; child support is matched at rates 
specified m the hypothetical plan; and comprehensive demonstration grants are matched at 100%. 

Source: HHS/ASPE staff estimates. These estimates have been shared with staff within IllIS 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 - PREUMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By fiscal year, In billions of dollars) 

5 Year 
Total 

5 Year 
Federal 

10 Year 
Total 

10 Year 
Federal 

I(.;ap emergency ASSistance 2.12 2.12 5.66 5.66 

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 2.56 12.78 7.03 

Tighten Sponsorship and Eligibility Rules 
for Aliens: 

Make current 5-year SSI deeming rules 
permanent and extend to AFDC and 
Food Stamps and limit assistance to 
PRUCOLS 

2.74 1.85 9.10 6.11 

Extend deeming period to 7 years 3.45 2.32 11.99 7.99 
Extend deeming period to citizenship 

EITC: Denla.1 to non-resident aliens 

6.80 4.67 23.95 16.29 

Info reporting for DOD personnel 

Gambling 
Increase wlthholdlng on gambling winnings 

0.32 0.32 0.90 0.90 

>$50,000 to 36% 
Withholding rate of 28% on keno, slots, 

' 0.52 0.52 0.81 0.81 

and bingo winners > $7.500 
Require Information reporting on 

winnings of $10,000+ from gambling 

0.25 0.25 0.31 0.31 

regardless of odds (except State lotteries) 
5% excise tax on net receipts of gambling 

0.22 " 0.22 0.64 0.64 

establishments (except State lotteries) 

Other: 
Phase down dependent care tax credit 10% for 

3.95 3.95 
\ 

9.14 9.14 

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 30.52 27.53 

OPTION 2 (7 Yr Deeming, 1/3rd 130% Income T 16.84 13.61 46.19 36.44 

OPTION 3 (Deem to CItizenship, 1/2 130% Test) 19.03 15.32 54.96 42.99 

OPTION 4 (Deem to Citizenship, Full 130% Test) 22.52 17.24 64.55 46.20 



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

(By fiscal year, in millions of dollars) 

~ rear 
IVToe:r;)Toe:r pede:! Federal 

," L ............ ·j 1Al.. ............... 11'11 _II r 

(30) (210) (85) 
No Additional Benefits for Additional Children 
Minor Mothers 

. (810) 
Child SUpPOrt Enforcment 

Patermty Establishment (Net) 

(J~ (220) (2,150) 

(535) (90) (2,080) (400) 
Enforcement (Net) (4,700) (l,555) 
Computer Costs 

(405) (160) 
465 420 1,085 975 

(1,220) (80) (8,055)SUBTOTAL, PARENTAL RESPONSmILlTY (1,875) 

TRANSmONAL ASSISTANCE FOLLOWED BY WORK 

305 275 1,225 1,105 
Addition JOBS ~ding 
JOBS-PreJ . 

2,580 7,1402,320 6,425 
Additional Child for JOBS 4,9001,805 1,625 4,410 

790 10,150 9,135 
Additional • d Care for WORK 

710WORKPro&jf 
365 4,585 4,125 

Savings from Child Care and Other Expansion 
330 

(90) (1,275)(50) (700) 

Transitional Child Care 505 2,580 2,320560 

Enhanced Teen Case Management 595 535 
SavinJs - Caseload Reduction 

210 190 
(5,090)(520) (285) (2,800) 

ADP ederal and State Systems/Admin Efficiency 680 665 825 900 

SUBTOTAL, JOBSIWORK 6,685 25,6356,285 25,455 

SUBTOTAL, JOBSIWORK AND PARENTAL RESP 5,46S 17,580 23,5806,205 

Working Poor Child Care (Capped at $2b 
in net t:ding). 5,000 4,500 16,270 14,645 

Remove 0 Parent (UP) Restrictions 2,210 1,160 8,260 4,355 

Comprehensive Demonstration Grants 200 200 350 350 

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

Acress Grants and Parenting Demonstrations 135 120 285 255 

Child Support Assurance Demonstrations 550 1,500 1,350 

IDA and Microenterprise Demonstrations 

495 

300 700 630270 

1,555 4,690SUBTOTAL DEMONSTRATIONS 1,420 4,255 

REINVENTING GOVERNMENT ASSISTANCE 

State Flexibility on Earned Income and 
and Child Sukport Disregards . 2,695 

Generally Con orm Assets to Food Stamps on Limit, 
Burial Insurance, Real Prggjrty, Transfers 

4,8951,720 610 

655265 100 240 
Set Auto Exclusions to $45 Equit)' Value 2,785955 955 2,785 
Double Territories' Caps/Adjust for Inflation 370 275 1,060 790 
All Others . 905 2,265555 1,375 

SUBTOTAL RGA 4,215 11,660 7,8852,495 

:
GRAND TOTAL 18,445 15,780 58,460 54,720 

OPTION 1 - No Child Care, 2 Parent, Demos or RGA .7,3657,675 25,840 27,935 

OP'FIQN 2 - No 2 Parent, 50% Child Care, 50% Demos 

and 50.% RGA 10,850 10,412 33,890 36,973 
OPTION j ~ 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 
,OPTI.QN 5 - TOTI\I,;.P~ 18,445 15,780 58,460 54,720 
Note'~,:. J;'areDmeses aenote savm s. 
Note 2: F.ive ~earandTen Year ~ederal estimates represent 90% of all expenditures except for 

thefollovving: 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/ASPEstaff estimates. These estimates have been shared with staffwithin HHSand 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 Year 

Total 
5 Year 

Federal 
10 Year 

Total 
10 Year 
Federal 

I\,;ap emergency ASsistance 2.12 2.12 b.oo b.oo 
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 

Tighten Sponsorship and Eligibility Rules 
for Aliens: 

Make current 5-year SSI deeming rules 
permanent and extend to AFDC and 

4.66 2.56 12.78 7.03 

Food Stamps and limit assistance to 
PRUCOLS 

2.74 1.85 9.10 6.11 

Extend deeming period to 7 years 3.45 2.32 11.99 7.99 
Extend deeming period to citizenship 

EITC: Denial to non-resident aliens 

6.80 4.67 23.95 16.29 

Info reporting for DOD personnel 

Gambling 
Increase withholding on gambling winnings 

0.32 0.32 0.90 0.90 

>$50,000 to 36% 
Withholding rate of 28% on keno, slots, 

0.52 0.52 0.81 0.81 

and bingo winners > $7,500 
Require Information reporting on 

winnings of $10,000+ from gambling 

0.25 0.25 0.31 0.31 

regardless of odds (except State lotteries) 
5% excise tax on net receipts of gambling 

0.22· 0.22 0.64 0.64 

establishments (except State lotteries) 

Other: 
Phase down dependent care tax credit 10% for 

3.95 3.95 9.14 9.14 

AGI over $i'O,OOO 0.78 0.78 1.67 1.67 

OPTiON 1 (5 Yr Deeming, No 130% Income Tes 11.47 10.58 30.52 27.53 

OPTiON 2 fl Yr Deeming, 1/3rd 130% Income T 16.84 13.61 46.19 36.44 

OPTION 3 (Deem to Citizenship, 1/2 130% Test) 19.03 15.32 54.96 42.99 

OPTION 4 (Deem to Citizenship, Full 130% Test) 22.52 17.24 64.55 46.20 



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

(By fiscal year, in millions of dollars) 

.:'. Year ;) lear lU~lear
T Federal 

IrJUUlN lJU.. ~r..,~I;:;llU.L.J.I1 
FederalTotal 

(85) 
No Additional Benefits for Additional Children 

(210)(85) (30)Minor Mothers 
(810) 

Child Support Enforcment 
Patermty Establishment (Net) 

(2,150)(220)(660) 

(400) 
Enforcement (Net) 

(90) (2,080)(535) 
(l,555) 

Computer Costs 
(4,700)(160)(405) 

9751,085420465 

. (8,055) (1,875)(80)(1,220)SUBTOTAL, PARENTAL RESPONSmILITY 

TRANSmONAL ASSISTANCE FOLLOWED BY WORK 

1,1051,225275 
Additio lOBS S ding 

30510BS-P:r . 
6,425 

Additional Child &re for lOBS 
7,1402,3202,580 

4,4104,9001,6251,805 

9,135790 710 10:150 
Additional . d Care for WORK 
WORKPro&ij 

4,125 
Savings from Child Care and Other Expansion 

330 4,585365 
(700)(50) (1,275)(90) 

2,320505 2,580560Transitional Child Care 

535 
(5,090) 

595190210Enhanced Teen Case Management 
(2,800)(520) (285) 


ADP ederal and State Systems/Admin Efficiency 

Savinf - Caseload Reduction 

900680 665 825 

25,4556,285 25,6356,685SUBTOTAL,10BSIWORK 
23,5806,205 17,5805,465SUBTOTAL, 10BSIWORK AND PARENTAL RESP 

Working Poor Child Care (Capped at $2b 
14,6454,500 16,270 


Remove wo Parent (UP) Restrictions 

5,000in net t:ding). 

4,3558,2601,160\ 2,210 

350350200 200Comprehensive Demonstration Grants 
1,670370 335 1,855Non-Custodiall'arent 10BSIWORK 

255120 285135Access Grants and Parenting Demonstrations 
1,350495 1,500550Child Support Assurance Demonstrations 

630270 700300IDA and Microenterprise Demonstrations 

4,2551,420 ·4,6901,555SUBTOTAL DEMONSTRATIONS 

REINVENTING GOVERNMENT ASSISTANCE (fl..f>A'). 

State Flexibility on Earned Income and 
and Child Sukport Disregards . 2,695 

Generally Con orm Assets to Food Stamps on Limit, 
Burial Insurance, Real Pr~rty, Transfers . 

4,8951,720 610 

240 
Set Auto Exclusions to $45 Equity Value 

265 100 655 
2,785 

Double Territories' Caps/Adjust for Inflation 
2,785955 955 

790 
All Others 

1,060370 275 
1,3752,265905 555 

7,8852,495 11,6604,215stJBtotAL RGA 

54,72015,780 58,46018,445GR.A}l]) TOTAL 
; 

27,9357,675 7,365 25,840OPTION 1 - No Child Care, 2 Parent, Demos or RGA 

OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos 


and 50.% RGA 
 10,850 10,412 33,890 36,973 
OPTION j ~ 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 

OPlJON 5 - TOTAL ;P·lAN . 18,445 15,780 54,720 
NOte!·: J;"arenmeses aenote savm s. 

58,460 

Note 2: Five)';~andTen . Year ~ederal estimates rep~t 90% of ~l expenditures except for 
the. follo:wmg: 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 billions of dollars) . 

5 Year 
Total 

5 Year 
Federal 

10 Year 
Total 

10 Year 
Federal 

(.;ap t:mergency Assistance -
Target Child Care Food Program 

, 
Conform AFDC to Food Stamps 130% of Povert 

Reduce by 1/2 
Reduce by 1/3 

~ 

Tighten Sponsorship and Eligibility Rules 
for Aliens: 
Make current 5-year SSI deeming rules 

permanent and extend to AFDC and 
Food Stamps and limit assistance to -PRUCOLS 

-C:.-£.,W 2.12 

0.57 

3.84 
1.92 
2-:5& 
(.'1 z.. , 

1.85 

O.t)t) 

2.29 

19.18 
9.59 
~ 

(f~D 

-

9.10 

5.66 

2.29 

8.49 
5.28 
'M)3 

4·;tf 

6.11' 

""""= -@) 
.,.-' 

6.99 
3.50 

r4.titi'-
~."11 

-~.74....-­
Extend deeming period to 7 years g:4"5 2.32 11.99 7.99 
Extend deeming period to citizenship 

EITC: Denial to non-resident aliens 

6.80 4.67 23.95 16.29 

llifo reporting for DOD personnel 

Gambling 
Increase withholding on gambling winnings 

0.32 0.32 0.90 0.90 

>$50,000 to 36% 
Withholding rate of 28% on keno. slots. 

0.52 0.52 0.81 0.81 

and bingo winners> $7,500 
Require Information reporting on 
winnings of $10,000+ from gambling 

0.25 0.25 0.31 0.31 

regardless of odds (except State lotterl~s) 
5% excise tax on net receipts of gambling 

0.22,' 0.22 0.64 0.64 

establishments (except State lotteries) 3.95 3.95 9.14 9.14 

Other: 
Phase down dependent care tax credit 10% for 
AGI over ~i70.000 0.78 0.78 1.67 1.67 

OPTION 1 (5 Yr Deeming. No 130% Income Tes 

OPTION 2 (J Yr Deeming. 1/3rd 130% Income T 

OPTION 3 (Deem to Citizenship. 1/2 130% Test) 

OPTION 4 (Deem to Citizenship. Full 130% Test) 

11.47 

~ 
I;)·' '7 

19.03 

22.52 

10.58 

~ 
1':(.97 
15.32 

17.24 

30.52 27.53 

41l!1i$­ ~ 
"IJ,Q/ 3~·c..' 
54.96 42.99 

64.55 46.20 

1/, '0 
7 I 

~ 
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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) . 

l year 
Total 

l lear 
Federal 

LU lear 
Total ~J~ 

I"" .............. 11 AL K.fj;).l"UN;)WIL.U I 

Minor Mothers 
No Additional FJenefits for Additional Children 
Child Support Enforcment 

Patermty Establishment (Net) 
Enforcement (Net) 
Computer Costs 

SUBTOTAL. PARENTAL RESPONSmD...ITY 

TRANSmONAL.ASSISTANCE FOLLOWED BY WORK 

JOBS-PreJ 
Addition JOBS ~ding 
Additional Child for JOBS 

WORKPco&il 
Additional . d Care for WORK 
Savings from Child Care and Other Expansion 

Transitional Child Care 

Enhanced Teen Case Management 
Savinf - Caseload Reduction . 
ADP ederal and State SystemslAdmin Efficiency 

SUBTOT~, JOBSIWORK 

SUBTOTAL, JQBSIWORJ( AND PARENTAL RESP 
I 

Working Poor Child Care (Capped at $2b 
in net t:,nding). 

Remove 0 Parent (UP) Restrictions 

Comprehensive Demonstration Grants 

Non-Custodial Parent JOBSIWORK 

Access Grants and Parenting Demonstrations 

Child SuppOrt Assurance Demonstrations 

IDA arid Microenterprise Demonstrations 

SUBTOTAL DEMONSTRATIONS 

REINVENTING GOVERNMENT ASSISTANCE 

State Flexibility on Earned Income and 
and Child sUfoport Disregards 

Generally Con orm Assets to Food Stamps on Limit, 
Burial Insurance, Real Prggjrty, Transfers 

Set Auto Exclusions to $45 Equit)' Value 
Double Territories' CapslAdjust for Inflation 
All Others 

stmtotAL RGA 

GRAND TOTAL 
: 

(85) 
(660) 

(535) 
(405) 
465 

(1,220) 

305 
2,580 
1,805 

790 
365 
(90) 

560 

210 
(520) 
680 

6,685 

5,~5 

5,000 
2,210 

200 

370 

135 

550 

300 

1,555 

1,720 

265 
955 
370 
905 

4,215 

18,445 

. 
(30~

(220 

(90) 
(160) 
420 

(80) 

275 
2,320 
1,625 

710 
330 
(50) 

505 

190 
(285) 
665 

6,285 

6,205 

4.500 
1,160 

200 
335 

120 

495 

270 

1,420 

610 

100 
955 
275 
555 

2,495 

15,780 

(210) 
(2,150) 

(2,080) 
(4,700) 
1,085 

(8,055) 

1,225 
7,140 
4,900 

10,150 
4,585 

(1,275) 

2,580 

595 
(5,090) 

825 

25,635 

17.580 

16,270 
8,260 

350 

1,855 

285 

1,500 

700 

4,690 

4,895 

655 
2,785 
1,060 
2,265 

11,660 

58,460 

25,840 

(85) 
(810) 

(~(1,55 
975 

(1,875) 

1,105 
6,425 
4,410 

9,135 
4,125 

(700) 

2,320 

535 
(2,800) 

900 

25,455 

23,580 

14,645 
4,355 

350 

1,670 

255 

1,350 

630 

4,255 

2,695 

240 
2,785 

790 
1,375 

7,885 

54,720 

27,935OPTION 1 -No Child Care, 2 Parent, Demos or RGA 7,675 7,365 

OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos 

and 50.% RGA 
, 

10,850 10,412 33,890 
emON j ~ 50% Child care, 50% Demos, and 50% RGA 13,060 11,572 42,150 
OPTION 4 - 50% Demos and 50% RGA 15,560 ~ 50,285 

OPTJ:ON 5 - tQ1;;\l:.P~ . 18,445 t:..t5.7liii= ) 58,460 
!,!o~,J::' ~~tl1~ oen()te saym s. L -:.../
Note 2. Fnr.eY1'~ and Ten Year ~eder81 estimates represent 90% of all expenditures except for 

the,~oll~g: benefits ~ at current match riltes; ~hild support is. matched at rates 
specified m the hypothetical plan; and comprehensive demonstratlon grants are matched at 100%. 

36,973 

41,328 

48,650 

54,720 

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 • PREUMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By fiscal year, in billions of dollars) 

5 Year 
Total 

5 Year 
Fegerat 

10 Year 
Total 

10 Year 
Federal 

cap Emergency Assistance 2.12 ( ,-~~2 ) 0.66 0.66 

Target Child Care Food Program 0.57 0.57 r-'-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 2.56 12.78 7.03 

TIghten Sponsorship and Eligibility Rules 
for Aliens: 
Make current 5-year SSI deeming rules 
perma,?~nt and extend to AFDC and 
Food f?tamps and limit assistance to 
PRUCOLS 

2.74 1.85 9.10 6.11 

extend/deeming period to 7 years 3.45 (_2.32 11.99 7.99 
Extend deeming period to citizenship 

I 
EITC: menial to non-resident aliens 

6.80 4.6r 
-~.".=--' 

23.95 16.29 

Inf~ reporting for 000 personnel 

Gambling 

0.32 0:32"
/ ;, 

0.90 0.90 

Increase withholding on gambling winnings 
>$50,000 to 36% 0.52 fo~~ 0.81 0.81 

Withholding rate of 28% on keno, slots. 
and bingo winners> $7,500 

Require Information reporting on 
winnings of $10,000+ from gambling 

0.25 h~ 0.31 0.31 

regardlesn of odds (except State lotteries) 
5% excise tax on net receipts of gambling 

0.22· \ o.~~ 
! ; ~ 

0.64 0.64 

establishments (except State lotteries) 

Other: 
Phase down dependent care tax credit 10% for 

3.95 3.9S 

\' 
I. 
I 

9.14 9.14 

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 30.52 27.53 

OPTION 2 (7 Yr Deeming. 1/3rd 130% Income T 16.84 13.61 46.19 36.44 

OPTION 3 (Deem to Citizenship, 1/2 130% Test) 19.03 15.32 54.96 42.99 

OPTION 4 (Deem to Citizenship, Full 130% Test) 22.52 17.24 64.55 46.20 

~J 
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TABLE 3 - PREUMINARY SUMMARY COST ESTIMATES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(By fiscal year, in millions of dollars) 

IV lear 
Total 

:> lear 1V lear:> lear 
FederalFederal Total 

I~ .~~•. lAL A .......... ~.I~WJJ.J.l I 


Minor Mothers 
No Additional Benefits for Additional Children 
Child Support Enforcment 

Patermty Establishment (Net) 

Enforcement (Net) 

Computer Costs 


SUBTOTAL, PARENTAL RESPONSmILITY 

TRANSmONAL ASSISTANCE FOLLOWED BY WORK 

JOBS-P:y 
Additio JOBS ~ding 
Additional Otild re for JOBS 

WORKPro&ij
Additional . d Care for WORK 
Savings from Child Care and Other Expansion 

Transitional Child Care 

Enhanced Teen Case Management 
Savin~s - Caseload Reduction 
ADP edera1 and State Systems/Admin Efficiency 

SUBTOTAL, JOBSIWORK 

SUBTOTAL, JOBSIWORK AND PARENTAL RESP 

Working Poor Child Care (Capped at $2b 

in net t=ding).


Remove 0 Pnrent (UP) Restrictions 

. 

Comprehensive Demonstration Grants 

Non-Custodial Parent JOBSIWORK 
..

Access Grants and Parenting Demonstrations 

Child Support Assurance Demonstrations 

IDA and Microenterprise Demonstrations 

"'.SUBTOTAL DEMONSTRATIONS 

(85) 
(660) 

(535) 
(405) 
465 

(1,220) 

305 
2,580 
1,805 

790 
365 
(90) 

560 

210 
(520) 
680 

6,685 

5,465 

5,000 
2,210 

200 

370 

135 

550 

300 

, 

(30~
(220 

(90~
(160 
420 

(80) 

275 
2,320 
1,625 

710 
330 
(50) 

505 

190 
(285) 
665 

6,285 

6,205 

4,500 
1,160 

200 

335 

120 

495 

270 

1,555 1,420 
-...........-...
,­

REINVENTING GOVERNMENT ASSISTANCE --­
State Flexibility on Earned Income and 

and Child SUfcport Disregards 610 
Generally Con oem Assets to Food Sta~ on Limit, 

Burial Insurance, Real P~rty. Transfers 

1,720 

265 100 
Set Auto Exclusions to $45 Equity Value 955 955 
Double Territories' Caps/Adjust for Inflation 370 275 
All Others­ 55590s 

2,4954,215StJBtOTAL RGA-

(210) 
(2,150) 

(2,080) 
(4,700) 
1,085 

(8,055) 

1,225 
7,140 
4,900 

10,150 
4,585 

(1,275) 

2,580 

595 
(5,090) 

825 

25,635 

17,580 

16,270 
8,260 

350 

1,855 

285 

1,500 

700 

4,690 

(85) 
(810) 

(400) 
(1,555) -' 

975 

(1,875) 

1,lO5 

6,425 

4,410 


9,135 

4,125 


(700) 

2,320 

535 
(2,800) 

900 

25,455 

23,580 

14,645 
4,355 

350 


1,670 


255 


1,350 


630 


4,255 

------­
4,895 2,695 

655 
2,785 
1,060 
2,265 

240 
2,785 

790 
1,375 

7,88511,660 

. , ~;~ '158,460 ~ 54,72018,445GRA.'ND TOTAL 
27,935'7;365 '2s;8<W7,675OPTION 1 - No Child Care, 2 Parent, Demos or RGA 

OPTION 2 - No 2 Parent, 50% Child Care, 50% Demos 

and 50% RGA 10,850 10,412 33,890 36,973 
OPTION j ~ 50% Child Ciire, 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

" 

OP11QN 5 • ro.TA.1;, p~ , \ . 18,445 15,780 58,460 54,720 
NOle'J;: rarenUle8e8 aenore savm s. 
NoteZ! FjV'e;\'r~andTen Year ~ederal estimates represent 90% ofall expenditures except for ' 

the~(jllo~g: be.ttefits ~ at current match rates; ~hild support is matched at rates 
specified m the hypothetical plan; and comprehensive demonstration grants are matched at 100%. 

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

1f, 7 -/It ~ aov tYlU­

d~ {).;U~ ~J'\ ­

{I~ ~l ~~~.J- t;v 

frJ~ c-~o,( Utk~'Yf'.' '.'" 
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TABLE 4 - PREUMINARY REVENUE ESTIMATES (FEDERAL AND STATE) 
_ (By fiscal year, In billions of dollars) 

5 Year 
Total 

5 Year 
Federal 

10 Year 
Total 

10 Year 
Federal 

lJap t:mergency ASSistance 2.12 2.12 5.66 5.66 

Target Child Care Food Program 0.57 0.57 2.29 2.29 

Conform AFDC to Food Stamps 130% 01Povert 6.99 3.84 19.18 8.49 
Reduce by 1/2 3.50 1.92 9.59 5.28 
Reduce by 1/3 

Tighten Sponsorship and Eligibility Rules 
for Aliens: 

Make current 5-year SSI deeming rules 
permanent and extend to AFDC and 

4.66 2.56 12.78 7.03 

Food Stamps and limit assistance to 
PRUCOLS 

2.74 1.85 9.10 6.11 

Extend deeming period to 7 years 3.45 2.32 11.99 7.99 
Extend deeming period to citizenship 

EITC: Denial to non-resident aliens 

6.80 4.67 23.95 16.29 

Info reporting for DOD personnel 

Gambling 
Increase withholding on gambling winnings 

0.32 0.32 0.90 0.90 

>$50,000 to 36% 
Withholding rate of 28% on keno, slots, 

0.52 0.52 0.81 0.81 

and bingo winners> $7,500 
Require Information reporting on 
winnings of $10,000+ from gambling 

0.25 0.25 0.31 0.31 

regar~less of odds (except State lotteries) 
5% excise tax on net receipts of gambling 

0.22­ 0.22 0.64 0.64 

establishments (except State lotteries) 

Other: 
Phase down dependent care tax credit 10% for 

3.95 3.95 9.14 9.14 

AGI over $70,000 0.78 0.78 1.67 1.67 

OPTION 1 (5 Yr Deeming. No 130% Income Tes 11.47 Ci:o.50 30.52 27.53 

OPTION 2 [l Yr Deeming. 1/3rd 130% Income T 16.84 13.61 46.19 36.44 

OPTION 3 ([Jeem to Citizenship. 1/2 130% Test) 19.03 15.32 54.96 42.99 

OPTION 4 (Deem to Citizenship. Full 130% Test) 22.52 .17.24 64.55 46.20 
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Where 

in the, 

world 


is Santa? 


,. '.' 

., 

Track his dizzying Christmas Eve flight 
live (sort of) on Radio Lands' End!. 

From the hoof-biting Listen to these pre-Hight 
drama of his determined repolts starting Dec. 3, 
team of reindeer to the with weekly updates on 
loop-to-Ioops around the 10th and 17th.lhen, 
the Empire State tune in hourly from 9a.m. 
Building, you can follow 'til midnight of the BIG 
every dip, dive, twist and DAY, Dec. 24. The very 
turn in Santa's annual "chilling" coverage ofour 
flight. It's afree ride for' intrepid correspondents 
you via our exclusive will keep you on the 
I-SOO-HI SANTA hot line. edge of your rocker! 

Just call 1-BOO-ill-SANTA 

o Have us send our 
popular Kids' Catalog 
to help outfit all the little 
ones in your life. 

Beyond Buttondowns 
is a primer for the well­
dressed man, with shirts, 
ties, trousers and more~ 

o Silky sheets, cozy quilts, 
thirsty towels and other 
niceties. Coming Home 
turns a house into a home . 

o Our monthly Big Book 
is filled with great clothes 
for the holidays and every 
day, for the entire family. 

. Send any of our Catalogs to yourself or a friend. 
Mail this card or call toll-free, 1-800-356-4444. IDept. LE 70 I 

Name __________~--______--~--__~~-----------
Address ___-'-________________________----,_________ 

______Zip_____ 

Tel. # Area Code ____' _____Day/Night (Circle one) 
Your Name ______.......<.__-",........,._____________ 
 " 1.995 Lands' Elld, Inc. 
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Moth, D~d, Kids call 
1-800-HI-SANTA for... 
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I Place 
Stamp 
Here 
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