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POVERTY ANALYSIS OF THE WELFARE REFORM 

AND BALANCED BUDGET PLANS 


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

This analysis is complemented by the study of distributional effects and provides estimates of the 
various welfare bills' Ilnd budget plans' impacts on the number of people below the poverty line. 
The Office of Management and Budget coordinated an effort in which the Department ofHealth 
and Human Services, with the assistance ofmany other agencies. used computer models to 
produce these estimates of the poverty effects ofvarious: budget alternatives_ 

This analysis: includes two kinds 'of poverty tables. One uses the pre~tax cash definition of income 
that the Census Bureau uses for the official poverty statistics, The other table incorporates a 
commonly used alternative definition ofincome that is broader than the official poveny definition 
and takes into consideration a wider range offactors relating to income. It includes, for example, 
the effects of Federal tax policies (including the Earned Income Credit) and near~cash in~kind 
assistance programs such as Food Stamps and housing programs. The discussion below 
references only the broader definition. Neither definition includes proposed changes in Mei:hcaid 
·and ['"ledicare. 

The foUowing tables compare the potential effects of the House and Senate balanced budget plans 
on the number of persons and children with incomes below the poverty line, and estimate the 
effects these proposals have on the size of the poverty gap ~- a measure of how short of the 
poverty thresholds a family's income falls. The tables also shaw the separate effects of the 
HOllse¥and Senate~passed bills welfare bills and the Senate Democratic welfare refonn alternative, 
which every Democratic Senator supported and the Administration endorsed. The anaJysis 
estimates the impact on poverty at full implementation, which will be reached in most program 
provisions no later than 2005, 

How should these results be Interpreted? 

A poverty study complements the distributional analysis that follows - but it cannot provide as 
much information. There are several reasons why the distributional analysis provides a more 
comprehensive picture: 

• 	 Estimating the change in the number ofpeople below the poverty line does not necessarily 
provide information on the change in individuals' wen-being -- it only shows how many of 
those currently above the poverty line move below it For example, a measure of poverty 
statuS cannot she ..." the significant impact of income loss on the millions of families already 
below the poverty line. 
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• 	 Estimating the chaflge in the poverty gap gives some information on how far below the 
poverty line people's income moves. However. policies that affect those who are 10% to 
25% above the poverty line will not hav~ an appreciable effect on the poverty gap -- but 
will be highlighted by • distributional analysis. 

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

SUMMARY OF RESULTS 

Progress since January 1993 

The policies of this Administration have already reduced poverty in America and will hefp to 
offset the potential impact on poverty of possible cuts that could be enacted as part of any effort 
to refonn welfare and balance the budget: 

Effect 0/ J99 3 changes. The ElTe and Food Stamp changes enacted in 1993 had a significant 
impact on low incorne working families, At full im'plementation, these changes would move 1.4 
million persons, including 0.8 million children, out ofpoverty under the post-tax, post near~cash 
transfer definition of poverty .. (See the first two columns in Table 1.) The current House~ and 
Senate~passed budget plans would repeat significant portions of these expansions. 

Economic progress, The Clinton Administration has cut the deficit in half and expanded the 
economy. The Census Bureau recently reported that in 1994 there were already 1.2 million fewer 
poor people (including 0.6 million children) than in 1993, under the more comprehensive income 
measure. Similarly, tile Food Stamp rolls have dropped by 2,0 million people since they peaked in 
March 1994. 

Hou.~e anti Senate Welfare Reform Bills 

Number ofchildrell in JWVerty, Under the broader definition ofincome. the House welfare 
reform bill could move 2.1 million children below poverty_ improvements included in the Senate 
bill cut that number by nearly half. to 1.2 million. The Senate D~ocratic welfare reform bill, on 
the other hand, moves on1y 0.1 million to 0.5 million children below·poverty!. 

Variables not included in poverty analysis. It is important to put these numbers in perspective, 
The poverty analysis is based on long-term projections that do not attempt to predict a number of 
imponant v~riab!es far into the future; effect of deficit reduction on job growth; marriage and 

'These eSlimaka of I"" Scnale Democreti() bill arc preliminary. The Scnale Democratic wdfafl:l reform hillia being. 
modeled,OOl results are nol rcady yet 1M poverty efft()tll I!fC much smaller than that of the bills that were pused because if ensum: 
Slales have uikquale funding for ",wk programs Imd child care; et\Su~ that cbildren tan r«eive vouchm for housing and othet 
needs aftn tltdf patents reach the lime limit for r«eiving cash asmtlloocr, efj&Ute$ Stales have adequate funding for benefits regardless 
ofth;: eoonomy. !llld has muth smiller CU!$ in SSI and food programs. 
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SENSITIVITY OF POVERTY ESTIMATES 

TO TECHNICAL ASSUMPTIONS 


The following lable (Table 3) shows how Ihe eslimales oflhe poverty effects ofthe ~enate.passed 
welfare bill vary under alternate technical assumptions. The point estimates included in the 
comparison with otber Congressional welfare bills and House and Senatewpassed budget plans are 
in the co1umn labeled "Intermediate Estimate". 

Areas less sensitive to technical assumptions, Estimates of tile effects of the -cutS in Food 
Stamps, SS!. and the Earned Income Tax Credit are not very sensitive to technical assumptions. 
The effects of these cuts vary primarily by the population growth and economic assumptions that 
underlie the estimate of the budget savings, where Administration and CBO estImates are similar. 

Areas more sensitive to technical assumptions. While a significant portion of poverty changes 
related to AFDC are a function of Federal budget cuts. the total AFDC estimate is rather sensitive 
to alternate assumptions. Three alternate technical assumptions have been mode1ed; alternate 
demographic and economic assumptions have not been modeled. As the table shows, the 
alternate assumptions modeled show the Senate~passed welfare bill moving from 0.9 million to 
l.4 million children below the poverty line, If smaller deficits increase economic growth. States 
increase welfare funding, Of there is a decline in the numbers ofout~of.wedlock births, the effect 
could be considerably less than 0.9 million. On the other hand, !fthe Nation falls into a recession 
or States "race to the bottom" to cut assistance, the effect could be considerably more than 1.4 
million, . 

ALTERNATE ASSUMPTIONS THAT HAVE NOT BEEN MODELED 

In the long run., et:onomic and demographic variabtes are among the most important detenninates 
ofwelfare .caseloads" Other than the differences between Administration and CBO baseline 
assumptions, alternative economic and demographic variables have not been modeled. The 
poverty effects are also sensitive to alternative Stat.e funding levels that have not been modeled. 

• 	 Economic Growth and Unemployment. An extended period of strong economic growth 
would reduce the poverty effects. Since AFDC recipients usually have a harder time than most 
finding and keeping jobs during a recession, and the House-passed bill in panicular bas almost 
no countercyclical protection, the poverty effects would be greater ifunemployment rates 
increased substantiaUy. . 

• 	 State funding forbenefits. The estimates assume States maintain current State funding levels 
for benefits until recipients reach the time limit, and then use the time Jimit savings to fund 
work programs and child care. Poverty effects would be greater if States reduced their funding 
in a "race to the bottom" and smaller if States increased their funding to offset the loss of 
Federal dollars, 

• 	 Marriage and birth rates. Some recent changes in birth rates -- such as the sudden increase in 
the late 198-0's~.. were not predicted, and had a tremendous impact on welfare caseloads. If 
work-based we'fare reform, tough child support enforcement, and a national campaign against 
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teen pregnancy can reduce teen pregnancy, out~Qf-wedlock births. andlor increase marriage 
rates. the poverty effects wilt be smaller. If out~of~wedlock birth rates continue to grow and 
marriage continues to decline, the poverty effects could be greater. 

ALTERNATE ASSUMPTIONS THAT HA JIE BEEN MODELED 

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

• 	 What effect (Ioes a lime limit have on employment? The base estimate for the Senate 
analysis assumes that 40 percent of parents reaching the time limit wilt find some kind of 
employment. The range afhours worked and wages reccived reflects the predicted earnings 
for long-tenn AFDC recipients, based on the earnings ofnon-AFDe single mothers with 
similar education. work experience. number ofchildren, and test scores" 

The more conservative labor supply column of the table assumes that only 20 percent of these 
parents find jobs. with most of those jobs being parHime, This assumption increases the 
number of children moved below the poverty line by 0,2 million, This assumption is consistent 
with those CBO bas used in scoring the welfare biBs. (There is no data on which to base an 
estimate of the number finding employment. No parent has ever reached a time limit in any of 
the State welfare refoon waivers that includes a time limit) 

• 	 What would AFDC look like under cu"£nt law in 2002 and 2005? CBO's baseline projects 
slower program growth under current law than the Administration's baseline includes. These 
types ofprojections are inexact Were CBO's program growth assumptions incorporated into 
these estimates., the estimate of the number ofchildren moved below the poverty line would be 
0.1 million fewer. 

• 	 What do States do after the manda/(1ry tinte limit? Waiver requests indicate that a number of 
States will want to end assistance completely when the time limit ends, Some States, however, 

.rnay choose to pay cash benefits with State funds or provide in~kind vouchers. IfStates with 
two~thirds of the national caseload provided housing and other vouchers worth the children's 
portion of the AFDe benefit~ the number moved below the poverty line would be 0.2 million 
smaller. 
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Tabk3 

SENATE WELFARE BILL SENSITIVITY OF POVERTY ESTIMATES TO TECIINICAL ASSUMPTIONS 

Using II C(lmprebenJin Post-Tal, Ptlst·Tranlr~r Definition of Income 

Simublq cffrru offulJ implcm.:nbIUJrl in 199) d¢\ba 

Opttrohtk PmiJnistk A4SUJlIptiom 
Assu.mPWrn'l Al\~ummlPM: M~"tii 

Children Under 18 

SId.t:o I~ 8cnr;f!l 
fu.nding. ~ &-'mO!'Itic
GnM1.h; and/or Noo-Mtri1.t1 

Birth ~ [kclilllt 

T"1>-Thirdl o( Slooks Pt<...~ Child 
ikndlt v wrnm ,\ftcr Time limit; 

COO Pfr)jenion ofProtram Oro"1h; 
mt~.. l~ Supply Eftl!,eu 

COO P'fojertion off'rogtam 
Gro\\tb UnderCumrl! Law 

!tUtnnffii.te
E,Uimale

MD«~W 
lAbor Supply Effef:l 

W'TlI1W'limh 

5W.n "R1Kt to 1m Oo« ... ,,\" 
lIJIClfor ~ r:.:-nk

-'" 
Number in Poverty (Million!» 
Change From CUlTent La\\.' 

-1,1 
.?1 

10.9 
0.9 

ILl 
l.\ 

iLl 
U 

11.4 
1.4 

t<n 
-+?? 

PQYetty Ratr;: ~tt:¢nl) 
Change From CUlTCnl Law 

-1.1 
·1.7 

1S.7 
1.3 

15.9 
1.6 

16.2 
1.8 

16.4 
2.0 

1-1.1 
... 7.1 

Familiu Wifb Cbildren 
Number in Poverty (Millions) 
C~ From eUlTent Law 

-1.1 
-?1 

Ig.7 
1.1 

18,9 
1.9 

1 • .1 
2.2 

19.5 
2.S 

t?1 
t1<' 

Poverty Rate (Per;}tnl) 
Change Fr<ntt Current Law 

·1.1 
-1.1 

12.9 
1.2 

13.1 
1.3 

III 
I.S 

13.$ 
1.1 

+1.? 
"1,'1 

Poverty Gap (Billions) 
Change From Curren11AW 

~1.1 

.1.7 
19.2 
3.0 

19.9 
3.7 

10.6 
4-' 

21.0 

4.' 
"1.'! 
+1.1 

All P~non. 
Number in Poverty (Millions) 
Change From Cum:nt Law 

·1.' 
·7.1 

30.2 
2.1 

3004 
23 

30.7 
2." 

31.0 
2.' 

t?? 
+1.1 

Poverty Rille (Pereenl) 
Change From Current Law 

-1!} 
·'1.1 

11.6 

0.' 
11.7 
0.> 

lI.8 
I .• 

11.9 
I.! 

+1.1 
+1.1 

Povw1y Gap (Billkms) 
Challg~ From Currenl LIIW 

·?1 
·1.1 

SO., 
4.1 

5\.6 
4.' 

51.3 
5.5 

52.7 
S." 

t'!.1 
+1.1 

N~ Thoc Dtttwl: Bureau P4'hlw.eu ~lyorp",'q1yAlli,:tics using atlmWive d.efiniliom ",(in«mle. The dd'mition ofirlOOlnufi!pbJed heu inc:lvd=u.rdfect oftaxca (mdudintt EITt:). Food SWt!p!I, I>ow;ing 
pn>gams. iIt¥d leMul o\1Q\ prof!tlml. ChangQ; in gowmmnu"f!I"0,iJe<! bcatth cm.'mI~ " not included. t>!)t !IR lhefe :any ~ for mediCAl ~ NIllllbcr.I nut.y nO't add dut 1.0 rowlding. 

Sow«:: HIlS', n'IkrolIimulaljon ~1. based on dlll.a from tM Mltdt 1994 CurTO::u( Pilpulilllion SIlI"Vq'. 

13 

http:P4'hlw.eu


DISTRIBUTIONAL ANALYSIS 

OF THE BALANCED BUDGET PROPOSALS 


Both the Administration and the Congress have plans to balance the budget. The proposals are 
similar in several ways: the plans eliminate the deficit, provide tax cuts, and require spending 
reductions. However, the plans are quite different in how they treat famJlies at different income 
Jevels, By planning to vastly reduce benefits to middle and low income families with children 
while providing substantial tax breaks to those with high income, the proposals passed by tbe 
House and Senate shift the burden of balancing the budget to the most vulnerable families -. 
families with children and low or no wages. In contrast, the Administration reaches a balanced 
budget in a more equitable way by minimizing the impact of cuts on low and moderate income 
families with children and targeting tax relief to non-wealthy working families with children. 

WHAT IS A DISTIUBUTIONAL ANALYSIS? 

This analysis complements the study of potential poverty effects by providing detailed estimates of 
the various budget plans' impacts on families' incomes and health coverage" The Office of 
Management and Budget coordinated an effort in which the Department ofTreasury and the 
Depanment of Health and Human Services used computer models to produce these estimat~ of 
the various budget alternatives. Many other agencies also contributed to the analyses of the 
provisions included in the budget plans, 

Unlike the poverty study, this analysis describes how the effects of these plans would be 
distributed across families at a range ofdifferent income levels. It inustrates wruch income groups 
will gain and wroch wi1l1ose under the various budget plans and estimates, in dolla.r terms, the 
change in income for each of these groups. The analysis is based on fully-impternented policy 
changes, and is preserited in 1996 dollars. 

WHAT IS INCI.UDED AND WHAT IS NOT INCLUDED IN THE DISTIUBUTION? 

There are two components included in the distribution analysis. One component measures the 
effect ofthe various tax plans on the after-tax income ofhouseholds in different income brackets. 
The other is a benefit component. which shows proposed cuts in programs such as AFDe. SSI. 
Food Stamps, child nutrition. housing assistance. energy assistance, federal retirement benefits. 
and some health benefits, 

The study focuses only on tax changes and changes in programs that provide direct income' 
support and health coverage to individua1s and families. Therefore, the study does not include 
some significant components of the budget plans now being debated by Congress that do not 
affect income or health coverage. For example, the analysis does not include the effect of 
proposed reductions in education, job training, transportation, and public health programs, or the 
reductions in provider payments in the Medicaid and Medicare program" 
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A more complete explanation ofwhat was measured and how the analysis was conducted is 
included in both the distribution tables and methodology section following this discussion. 

RESULTS OF THE DISTRIBUTIONAL ANALYSIS 

An analysis of the effects of the Senate passed and revised House passed budget plans shows a 
dramatic imbalance. With the combination of tax, income support and health benefit changes, 
families with income below $50,000 would lose while those with income $100,000 and over on 
average would gain substantially. 

Changes in Taxes 

Toe Administration's plan provides tax relief to middle income families while the Republican 
Congressional plans target upper income families. One comparison makes this deaL All three 
plans ~- House, Senate and Administration •• provide an average tax cut of $250 for families with 
incomes between $30,000 and S50.000. The Republican plans, however, give 13 times as much 
in tax benefits to those with incomes of$200,000 and over as they give to those with incomes 
between $30,000 and $50,000, and 40 times as. large a ta.1( cut as the Administration would give 
to those with incomes $200,000 and above. The Administration plan provides three times as 
much tax reliefro those with incomes between $30,000 and $SO.OOO as it gives to those with 
incomes of $200,000 and above, 

Earned Income Tax Credit, While the Administration's plan would give some tax relief to all 
income groups and maintain the Ene for working families, the House and Senate passed plans 
would increase taxes on lower income families through cuts in the EITe. The House-passed plan 
would raise ta.xes on average for families with incomes under $.10,000. The Senate-passed plan 
goes even further. raising taxes on average for families with incomes under $30,000. while giving 
those with income of $200,000 and over an average tax: break of$3,416. 

Reductions in Benefits Affecting Income 

Both the House and Senate passed budget plans have proposed very deep cuts in income and 
other assistance programs for low income families. To balance the budget, improve efficiency and 
encourage work, the Administration's plan also includes CUls to low-income benefit programs. 
While the benefit reductions in the Administration's plan for families with income below $)0,000 
would reduce their average annual income by only $64, these same families would suffer a $411 
loss in income under the House plan, and a $252 loss under the Senate plan. 
Worse yet, the deepest cuts passed by the House and Senate affect the poorest 20% of families 
with children (those at or below 121 % ofpoverty), Their average inc~me would decrease by 
$1,549 (10,8% of income) under tne House plan and $825 per year (5,8% ofincome) under the 
Senate plan. 
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· Reductions in'Health Coverage 

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

The Republican Congressional plans, on the other hand, will increase costs for Medicare 
recipients and may end the Federal guarantee of Medicaid coverage for many low income 
children, disabled. and elderly. The House~passed bill would reduce annual health coverage by 
$493 for tbe average bousehold below $30,000 - and $1,271 for the lowest quintile of families 
with children (those below 121% ofpoverty). The Senate-passed cuts are as deep ~~ reducing the 
annual value of health coverage by $496 for the average household with income below $30,000, 
and by $1,199 for families with children below )2 t% of poverty.. 

COMPARISON OF TAX AND BENEFITCliTS 

While it is not entirely clear at what income level families on average are helped rather than hurt 
by the Republican Congressional plans, one thing is clear - they hurt families below $$0,000, and 
help those above $100,000. 

Families helow $10,000. The House-passed plan gives these families an average tax cut ofSll 
while cutting annual income and health assistance by $904. The Senate actually raises taxes on 
the average family in this Income range. while cutting health and income assistance by $748, 

Families between $30,000 and $50,000. The Administration and Republican Congressional 
plans would give these families approximately '$250 on average in tax relief. However, the 
House~passed plan would on average cut their income and health assistance by more than that 
amount ~~ $294 ~~ and the Senate~passed plan would cut it more -- $385. In addition, there are a 
lot ofservice cuts -- such as. education and training - that are not included in the analysis. 

Households 5100.000 and above. The House-passed plan would give these families an average 
.. 	 of $1,613 in tax benefits, and Ihe Senate-passed plan gives $1,642, At the same time, the Senate 

plan would reduce these upper income families' annual income and health coverage only $376, the 
House plan even less -- $155. 
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WHAT DO THE RESULTS OF THE DISTRIBUTIONAL ANALYSL<; SHOW? 

This study illustrates that the cuts in the Republican budget plans disproportionately affect low 
and middle income families ~~ espedaHy families with children, This imbalanced impact is 
especially striking when looking at the cumulative tax and benefit cuts across different income 
levels" An overall picture of the House and Senate passed budget plans reveals that cuts in 
benefits get deeper and deeper for families with lower and lower incomes. Alternately, the tax 
breaks get larger as one goes up the income scale. For example, 20% offamllies with children 
with the lowest incomes would lose an average of $l.549 in annual income and $1 ,27} in annual 
health coverage under the House budget plan •• for total benefit cuts of $2,820. Under the same 
plan, families with inc,ome of $200,000 and over would receive an average of $3,269 in annual tax 
breaks. So while low income families wi~h children would lose over $2.800 in assistance, those 
with high incomes woutd receive over $3,000 or more. 

These plans, ifenacted. would further exacerbate a troubling 20 year trend toward an increasing 
degree of income inequality. The results raise a fundamental question, Do we as a nation want to 
continue an effort to reward work and raise the incomes aflow income families? Or do we want 
to move in the other direction, by cutting benefits and by limiting the rewards for work for tow 
income families in order to give tax breaks to the people at the top of the income distribution? 
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Average Tax. Income, and Health Coverage Changes Per HousehoJd 

.HpUle. Seullte, anti Admini~tratjon Balll!D«d Budget Plan! 

Pcroenlof House Budget Senate Budget Administration 
FnmiJv EC(joomic Income Families Plan Plan PI,. 

Ben~nt Cut! Affecting Incume 

Less ilion S)O.OOO 40% 

$30.000 10 $50,000 21% 
S50,000 to SJOO,Ooo 27% 

OverSIOO.OOO 12% 

H~lih Co\·erage Cut! 
L-ess than $)0.000 40% 

$10,000 10 $50.000 21% 

550.000 10 5100.000 27% 

Over $100,000 12% 

Totru rncomt' And HeaUh Coveugt' Cut, 
Less than S30,000 
1)0,00010 $50,000 

550,000 to $100,000 

OvetSlOO.OOO 

Tu Benefiu 
Less than $30,000 

$30,000 10 $50,000 

$50.000 10 $100.000 

Over $100,000 

Over 5200,000 

Top 1% 

40-10 

21% 
27% 

12% 

40% 

21% 

27% 

12% 

J% 

1% 

.$4!! ·S252 ·$64 

..$121 ·$91 .$21 

·$70 ·$92 ·$22 

·$$5 .$91 ·$18 

·$49') ·S496 $22 

·$172 -5288 $28 

·59() .$169 5& 
·$100 ·$279 $32 

-$9()4 ·$748 ·$42 

·$294 ·$385 $7 

.$160 ·$261 . ·$14 

·$155 ·$376 $14 

$11 ·55) 536 
$251 $249 S251 

$648 $'/00 $473 

SI.6Jl $1.642 $287 

$3.269 $3,416 S82 

55.422 $5.626 $63 

~ele:<: Se~ "'Mdlwd(jlegy" ~ioomthl, paperfor fI ~lwte!lhe~And assumpti!lm UM<I in I.hco _1ytiJ. 

family Ecooom.i.. Irtcorne (FE!) 0 a bnWI-m-f .;oocqd ~ i.n t&l!;; m<;!dding that ta:*:s ItbuuhoId in~ by aNolw doOu 
arnotl!Ill. FE! iJwmtructo;d by l.ddingmAGI ~ and u~~; IRAwd Keogh 1Wu.:ti{lfl.t; ~111 
tnr4fcr paymtfltllll.lC:h U Sod., St>:tIrity lI1d AFDC; tmploya'-providcd ~ bmdltr. inside bufid-up on pmsK.m, lIlA's, 
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u~ basis. ~4jtuted for intlatioo 10 the eXU1\! «liAble IbtJI.now, lnfiatiotW)' lmse:< oflmdcrs afC ~ 40d &aw (It 
bonuwm III: ~ There it 4(1(1 an adj!ntmall fur 4t'OeIcrakd 4cpr«itlltoo of~b~, FEI iJ u-n OIl • funlly 
nthcr !han It !al( retum b;uis. The cconQmi .. ~ <If all memtxn of It f*roily licit aFl:' added to wve at Ifu: fami1y'. ~ 
incOllX uwl in tl~ diWibutiOllS. 
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Table 5 


Aggregate Changes in Tax Benefits, Income~ and Health Coverage 

By Income Group 


Hottle. Senllte-, and Administration Balant:ed Budget Plahlf 


Dollars in BilliOO$ 
• 

Percent of Hoose Budget Senate Budget Admin.ist."1\lion 
Family Economic Income FruniHes PI." PI." Plan 

Benefit Cub Af'f'ccting Incume 
Less thtul $30.000 40% ·$'8.0 .$'1.0 ·n2 
$)0,000 10 $50,000 21% ·S2.S ·$2.2 .$0.5 

550.000 10 1100,000 27% ·$2.0 .$2.7 ·$0.6 

OVcr$JOO,OOO 	 llli :SQ.l ,ru .1Q.l 
Total 1(11}% ..$2:1.5 -$17.3 ·54.7 

ltealtb Coverage Cub 

Less than £30.000 40% ·$21.5 ·$21.1 $1.0 

S30,OOO to $50,000 21% ·S),9 ·$6.6 $0.6 

150,000 '0 1100,000 21% -$2.6 "$4.9 $0,2 

Over $1 00,000 llli .:ll.1 :az ru 
Total IOOY. .$29,5 ·136,9 $l,J 

Total Income And Health Coverage Cut! 

Less than S30,OOO 40% ·$39,; ·$32,1 .$2,2 

$)0,000 10 $50,000 21% ·$6,7 ·$8.8 $0,1 

S$O,Ooo to $100,000 21% ·$4.6 .$7.6 ·$0,4 

QV(:f $100,000 llli ~ M.Q ru 
Total l00~. .$$3.0 -$54.2 -52.4 

Tal Benefits: 

Less tbQn $)0,000 40% $0.5 ·$2,) 11.6 

530,000 to SSO,GOO 21% 55.1 $5,1 15,7 

150,000 '01100,000 27% 118.8 $20.4 SIl,8 
Over :5.100,000 12% $21.6 522.0 $3,g 

Over $200.000 3%_ $9.1 $9.5 $0,2 

Top 1% ill ru &Z iQ.J. 
Total IUO% 547.0 545.8 524.9 

NQt(:I; S«DM~8Y"~ioa QflhiJ pt.pcr for Iht- definilkon uffamily ~~ tnd a ~pilian uflhl: 
~ a-M lIIIIW~ioos used in 1M .....Iylif, 
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Tuble" 


Tax Benefits By QuinUle 


Hou.se. Senate. nnd Administration Balanced BudgtfPtans 


Family Economic 
Income Q\!iOlile limlse Budget PlIUl Senate Budget Plan Administration PIIUl 

Average Tax Beru:rtts Pu Family (In Dollun) 

to_, -$12 -$26 512 

Second 5)2 -$77 151 
Thin! $242 $233 $242 

Fourth 5530 $518 $430 

Highest $1,340 51,380 5396 

Top 10% $1,152 $1,171 $243 

Top 5% $2,317 $2,416 $126 

Top 1% $5,422 $5,626 $63 

Aggregate Tax Bfnefits By Income Group (In BiOions or Dollars) 

Lowest ,$0,3 -50,6 $0,3 

S"""Ad $0,1 -$1.1 $1.2 

nun! $5,3 $5,[ $5,3 

Fourth $11.6 $[2,1 $9.4 

Highest $29,) $)0,2 $8,1 

Top 10% 5[9,2 119.4 $2.1 

Top5% $13,0 5[3,2 50,1 

Top 1$ $$,9 $(\,2 $0,1 

N9tH: s« "Mt!hodolo,y" '«lion Qrlb.il .... P" (Qt Ib.e .lefirnlKln of !&mil)' "<lnomic ltK;ome loo l ~ripl;M ofVie tn(1hoGo1e,y 
.114 IIlUmpti{>J1J Old in the lnal)'J11. F4imil)' ¢cottOmi~ intomt (FE) !'IInkt boulCbolcit bUCld QC dmi.r in.::omt' wbile .djumd r.mily 
IM(ltne (AFt) l.IlU t"t.ml1y .lu iillo Utount. A•• rct:Ull. quimlk l.I'blu b.tM4 00 AFl MI<i FEl mould !X4 0. ..d,;led l()J¢lh<'f. 
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Low Income Families With Children Are Hit Hard By Republican Budget Proposals 

Total lncome And Health Coverage Cuts Affecting Families With Children 


Lowest 20"1. Sctond 200/. Third l()o/. Fourth ZO% Highest 20% 

Cuts In Annual Benefits and Health Coverage Per Family By Quintile (A~J) 
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Table 1 

Bouse. Senate, and Administration Balaneed Budget Plans 

Effects of Spending Cuts On Families with Children 


Average Income and Health Coverage Loss Per'Family By Quintile 

Adjusted Family "{lUSt Budget Plan Senate- Budget Plan Adminbtratioo Plan 
JiwQme QuiDlile I&lll!ll ·4 oflnsome U2II.w % t{lncome I22Um % 9fincQUl£ 

Benefit Cuu Affecting Inc()me 

Lowest ·$1,549 ·IOgO(. ·$82$ ~5.8% ·$224 -1,6% 

S<COOcl -$630 -2.7% ·$385 ·1.6% ·$114 -0.5% 

Third ·$191 ·0.$% .$160 -0.5% ·$41 .QJ% 

Fourth ·$84 ·0,2% ·585 ·0,2% ·$20 .0.0% 

Highes< ·$76 -0.1% -$97 -O.!% ·$14 ·O.~10 

Heal.h (:uverllge Cub 

Lowesl ·$1,211 ·$1.199 ·SS2 

Second, ·$558 . ·$631 $17 


Third .$181 .$240 $45 


Forn'th ·$80 ·$118 $25 


Highest ·S6D ·$103 $5 


. Tlltllllncllme and Health Coverage Cuts 

Lowest ·$2,820 ·$2,024 ·$306 

Socorni ·IUIlS ·$1,016 ·$91 

Third -$372 ·$400 $4 

Fourth ·$164 ·$20l 55 
Highe~ ·$136 ·$200 .$9 

~oi¢f: AdjUNofMilly income (AFt) rMl<.I fMlili=.l:lUtd on Ihtit ilIcomt U:l ~ oflt.!: POI/my liM, Thcsemulu mould not b.1 
;>dded w!he figun:a in T ;>1.1. 6 b=>1I,e famlly «vnomic ;"oom~ dO¢l not j"dude fa:mly lll~ in !he fWlkin& hc1ors. Abu, this table indudt:$ 
IIlIly fhmitks will! dlitdml. whlk bbk 1\ i.ne!u:kJ III! ~olih. 
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TableS 

House, Senate, and Administration Balanced Budget Plans 
Effects of Spending Cuts On Families with Children 

Aggregate Income and Health Coverage Loss By Quintile 

Dolltn In Billioos 

Adjuslcd Family 
Inwme Ouinlilc Hoo/iC Budget Plan Senate Budget Plan Administration Plan 

Benefit Cuh Aff~ting lncUOlf! 

Low~st ·$.1.6 ·$6.2 ·$1.7 
Second ·148 ·$lO .$O.~ 

TIutd ·$1 4 ·11.2 ·$0.3 

Fourth ·$0.6 ·SO.6 ·SO.2 
HigheSl ~ ~ ~ 

TotA' -S19.0 -SH•• ·$3.1 

Hf.'llith Coverall!;! Cut. 
Lowesl ·$9.5 ·$9.0 .$0.6 

Second .$4.) ·$4.8 $0 , 

Third ·$1.4 ·$1 8 $0.3 

Fourth .$0.6 ·$0.9 $0.2 

Hi..,.,. ~ ~ E.l! 
Total ~SI6.J -117.4 $0.1 

Totai Income and Healtb COnralf! Cub 

Lowest ,$21.2 ·$',.2 ·$2.3 

Se=d _59.1 -$7.8 ·$0.7 

ThIrd ·$2.8 ·$3.0 50.0 
Founh ·$1.3 -$ 1.6 SO.O 
Highest ill.[ ;:Sll ~ 

To.aI -S35.li -S29.2 -$J.O 

K<lk$: Adjusttd family i.noomc (AFt) r.mb funiliC$ bM.W (JI'i Ihdt irIcoInI' AS a pmcnl ofiM povmylim. These fWjlls tbwtd ROt b\) 
addedw iM figmQl mTable 1 becaUM family t«l!KImie i:n.::«w: d~ not ineludt funilytize mtllt nnklng facwn. TQtal! may!'lOt.ad 
du< \Q rouooing. 
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METHODOLOGY 


RANKING HOUSEHOLDS AND DEFINITIONS OF INCOME 

Ranking Householt/s. There are two types of distributional analysts included in this document. 
Tables which include changes in tax benefits are based on Family Economic (ncome (FEI). which 
does not include an adjustment for family size. Tables which focus on spending cuts affecting 
families with children are based on Adjusted Family Income (MI), similar to analysis CBO has 
done in the past Figures in tables based on FEI and AFI should not be added together, since they 
do not rank families in the same way, In an FEI table. each quintile consists 0[20% ofaU 
households, ranked by absolute dollar income, An Afl table ranks families by their income as a 
percent of the poverty threshold for a family of that size. Since it adjusts for family size, API 
places 20% of persons into each quintite, rather than 20Ch of families. In addition, the definitions 
ofincome are not identical. . 

Family Economic Income (FEI). Family Economic Income is a broad-based concept FEI is 
constructed by adding to Adjusted Gross Income unreported and underreported income; IRA and 
Keogh deductions; nontaxable transfer payments such as Social Security and AIDe; employer~ 
provided fringe benefits; jnside'build~up on pensions, IRA's, Keoghs. and life insurance; tax
exempt interest, and imputed rent on owner-occupied housing. Capital gains are computed on an 
accrual basis. adjusted for inflation to the extent reliable data allow. Inflationary losses oflenders 
are subtracted and gains of borrowers are added: There is also an adjustment for accelerated 
depreciation ofnon-corporate businesses, FEl is shown on a family rather than a tax return basis. 
The economic incomes ofall members ofa family unit are added to arrive at the famity's 
economic income used in the distributions. 

Adjusted Fami~v incomf! (AF/). Adjusted family income is derived by dividing family income 
(after-tax cash income plus food. housing, school lunch, and other near-cash assistance provided 
by the government) by the poverty level for the appropriate family size. 

MODELING OF TAX CHANGES 

The change in Federa1 taxes under the House, Senate and Administration plans is estimated at 
1996 income levels but assuming fully phased in law and long-run behavior. The effeet of IRA 
proposais is measured as the present value of tax savings on one years contributions. The effect 
ofthe prospective capital gains indexing proposal in the House plan is the fully phased in tax 
savings, multipiied by the ratio of the sum ofthe present value ofprospective capital gains 
indexing over 17 years to the sum of the present value offuUy phased in indexing over l7 years. 
holding realizations constant. The effect on tax burdens of the capital gains exclusion in the 
House and Senate plans and prospective indexing in the House plan are based on the level of 
capital gains realizations under current law. Provisions which expire before the end oftne budget 
p,enod and provisions which affect the timing of lax payments but not liabilities are not 
distributed. The incidence assumptions for tax changes is the same as for current law taxes. 
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MOlJELING OF SPENDING CUTS 

• 
This analysis estimates the impact ofH.R. 4, the reconciliation bin. and appropriations bills as 
passed by the House and Senate. Provisions ofH.R. 4 that are analyzed include the AFDe block 
grant and benefit prohibitions. iIT1Ittigrant provisions and changes to the SSI and Food Stamp 
programs. Reconciliation actions that are analyzed Include changes to housing assistance, 
Medicare, and Medicaid, A detailed list of the provisions that are included in the analysis follows, 
The analysis also includes a preliminary estimate of the impact ofpolicy proposals that arc 
included in the Administration's budget -. which include changes to SSI eligibility for children. 
Food Stamp program changes. immigrant provisions and Medicaid proposais, 

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

The goal of the study was to undertake a balanced analysis to obtain a credible, conservative 
estimate, As- with most studies this complex, involving numerous assumptions, it can be argued 
that some aspects of the as-sumptions overstate and others understate the impacts of the 
proposals. Several factors and decisions have contributed to what, on balance. is a reasonable 
estimate. First, as described above not an provisions are modeled. Second, the data do not 
identifY all persons who would potentially be affected by the program cuts. For example. the 
analysis assumes that none of the Medicare provider cuts affect beneficiaries and the study 
assumes that no states implement the option to block grant food stamps. These estimates do 
account for interactions between proposals. 

Furthermore. the model makes relatively conservative assumptions regarding state maintenance of 
effort in the AFDe and Medicaid programs and the labor supply response ofpersons who lose 
AFDe benefits. The study assumes that states do not reduce state spending in response to the 
block granting of AFDC. Instead, it is assumed that states, at first, follow the Federal lead and 
keep aggregate cash benefits at the 1994 levels implicit in the block grant. The study assumes 
thaI later they reduce average benefits per household 10 offset any caseload growth. and retain the 
savings resulting from time limits to fund work programs and child care. Under the Medicaid 
block grant, State funds would be matched up to a Federal cap. The study assumes that States 
would increase spending only enough to receive their full Federal aUotment (this assumption only 
affects the estimate of the value of health benefits and does not affect the poverty rates). 

The study also incorporates I, labor supply response to the time limit_ For estimating the effects 
of the House proposal, the labor supply response (Le. the subsequent work effort of persons who 
lose benefits) assumes that 20 percent ofcases denied AFDe because of the time limit will go to 
work part-time at a wage rate equal to the median wage ofwomen who fcnnerly received AFDC 
and then went to work, These assumptions are based the limited skills and work experience. low 
scores on tests ofaptitude, and chronic health and other problems of these tong~tenn recipients, 
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The Senate aS5umptions-, developed after the House analysis was completed, are based on the 
work of academic researchers and the work efforts of single mothers who don't receive AFDe 
but have similar characteristics. The study estimates that more than 40 percent of long~tenn 
welfare recipients will work at least part~time when they lose AFDC benefits due to the time limit. 
The average earnings for all recipients, including those with no earnings, would be $4,700 per 
year, and the highest ten percent would earn an average ofS24.5oo per year, 

The overall estimates in this analysis were obtained using the Department of Health and Human 
Sel"Viccs' TRIl\.f microsimulation model. TRIM (for Itansfer Income Model) is based on a 
national1y~representative sample of the non-institutionalized U.S, population, the March 
Supplement of the Current Population Survey. This survey ofabout 60,000 households is 
conducted monthly by the Cens~s Bureau and the Bureau of Labor Statistics" Using the survey 
data, TRIM computes income. benefits. and taxes for each person under current law, then 
aggregates these individual amounts for U.S. totals. These current taw totals can then be 
-compared to similarly computed estimates for the alternative policies contained in the 
Congressional proposals. 

The tables that show impacts by income quintile and family type use a definition of income similar 
to that of the Census Bureau in calculating the officiai poverty count, but the definition captures 
more fully the effects ofgovernment policies. For these tables, most cash and near~cash income 
as wen as taxes are counted when determining income. That is, this definition of income counts 
a1l cash income as the Census does, but adds the \!alue offood stamps. school lunches, the Earned 
Income Tax Credit (EITe), and housing assistance and deducts from income the employee 
portion of Social Security (FICA) and federal income taxes" 

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

ANALYSES OF THE HOUSE PASSED HR. 4 

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

for both Federal and state reductions 
• Impose a 5·year lifetime limit on AFDC receipt, Vt;th a 10010 hardship exemption 
• Eliminate the.$50 cruld support pass-through 
• Deny cash benefits to parents younger than age 18 with children born out-of-wedlock 
• Deny benefits for children born or conceived while the mother received AFDC 
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SSI 
• 	 Deny benefits to non-citizens. with certain exemptions 
• 	 Deny cash SSI Disability benefits to non~jnstitutionalized children. with some exceptions 

FO<>d Stamps 
• 	 Deny benefits to non~citizens, with certain exemptions 
• 	 Limit the annual benefit increase to 2% per year 
• 	 Freeze the standard deduction at 19951evels 
• 	 Reduce and freeze the excess shelter expense deduction at 1995 levels 
• 	 Count state and local energy assistance as income when determining eligibility and benefits 
• 	 Require single, childless adults to participate in work or training after 3 months of receipt 
• 	 Eliminate indexing of$10 minimum benefit for small households 

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

Nutrition Programs 
• 	 Establish a school nutrition block grant at reduced funding levels 
• 	 Combine CACFP, Wle, and Summer Food into a single block grant with reduced funding. 

AIVALYSES OF HOUSE ACTIONS 

Includes all the provisions ofH.R. 4 above plus: 

Housing 
• 	 Impose a minimum rent of$50 
• 	 Increase the proportion of income paid for rent from 30% to 32% for Section 8 
• 	 Reduce the Fair Market Rent from the 45th percentile rent to the 40th percentile rent 
• 	 Eliminate new Section 8 certificates 

Medicare 
• 	 Increase part B premiums (rom 25% of program costs to 31.5%2 and eliminate the premium 

subsidy for high income beneficiaries. " 
• 	 Reduce managed care benefits for beneficiaries currently enrolled in HNlO's 

.\fedicllid 
• 	 Elin:Jnate entitlement and establish a block grant at reduced spending to save $170 biUion 

between 1996 and 2002 

:!FOf both ~he Congfes&onal and Adlfiini$1rntlon planll. the llnal~sis assm'(u':s II petrtlanent ~~ensi(!n Ilf(he MtdiCilfe Part B 
premium tit 25% ofprogram ;,:wl~ is part (lfthe basdint. NQdfcctl of.exknding it Art included in th.e numbers, Under current I.tw 
this pr(lvision expirc:s IIIkf 1998, 
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OIlier Actions 
• Eliminate the Low-Income Home Energy Assistance program (LlHEAP) 
• Increase Federal employee contributions to pension funds' 
• Reduce the pension benefits offuture Federal retirees 
• 	 Reduce direct payments to farmers and cap total acreage in tbe Conservation Reserve 

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

ANALYSES OFSENATE PASSED H.R. 4 

AFDC 
• Limit participation and benefits ofnon~citizens, with certain exemptions 
• 	 Combine AFDe and related programs lnto a block grant and reduce spending. accounting 

for both Federal and state reductions 
• Impose a 5-year lifetime limit on AFDe receipt, with a 20% hardship exemption 
• Eliminate the $50 child support pass--through 

SSI 
• Deny benefits to non-citizens, including current recipients, with certain exemptions 
• Restnct SST Disability benefits to children meeting the medioallistings 

FOOd Stamps 
• Limit participation and benefits ofnon~citizens. with certain exemptions 
a Reduce and freeze the standard deduction 
• Count all energy assistance received as income when detennining eligibility and benefits 
• Reduce the maximum benefit . 
• Require chHdren 21 and younger in the household to file with parents 
, Require single. childless adults to participate in work or training after 6 months of receipt 
• Eliminate indexing of $1 0 minimum benefit for small households 

Child Support 
• Increase paternity, increase the establishment of support awards, and increase collections 

Nlltrition Programs 
• Round down reimbursement rates and delay indexation 
• Implement a two-tier means·test for benefits in family day care homes. 
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ANALYSES OF SENATE ACTIONS 

Includes all the provisions of the Senate passed H.R. 4"above plus: 

FOOlI Stamps 
• 	 Redllce and freeze the standard deduction further than in H.R. 4 

HQusing 
• 	 Impose a minimum rent of 525 in public housing 
• Reduce the Fair Market Rent from the 45th percentile rent to the 40th percentile rent 
, Reduce the number ofnew Section 8 certificates 

J\1etlicare 
• 	 Increase Part B premium to $89 in 2002 
• 	 Eliminate Pa.rt B premium subsidy for high income households 
• 	 [ncrease the Part B deductible to $210 in 2002 
• 	 Reduce managed care benefits for beneficiaries currently enrolled in fTh.iO·S 

Medicaid 
.. Eliminate entitlement and establish a block grant at reduced spending to save $172 billion 

between 1996 and 2002 

Other Actions , 
• 	 Reduce funding for the Low~Incorne Home Energy Assistance program (LIHEAP) 
• 	 Increase Federal employee contributions to pension'funds 
• 	 Delay the costwQf-living adjustment of Federal retirees 
• 	 Reduce direct payments to farmers and cap tota\ acreage in the Conservation Reserve 

Program 

PRELIMINARY ANALYSES OF ADMINISTRATION'S BUDGET 

SSl 
.-	 Tighten eligibility criteria for receiving SSI benetitK 

Food Stamps 
• 	 Reduce spending while maintaining the federal entitlement, increasing state flexibilIty and 

cracking down on fraud. 

Child and Adult Care Feeding Program (CACFP) Subsidies 
• 	 Target family day care home meal subsidies more towards lower income children, 
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Immigrant Provisions 
• 	 Tighten SS!, AFDC and Food Stamp eligibility rules for non.immigrants. 
• 	 Sponsors oflega! aliens would bear greater responslbility"for those whom they encourage to 

come to the U,S, 

Medicare 
• 	 Reduce provider payments. 

ItledicaidIHealth Insurance for the Unemployed 
• 	 Continue Medicaid entitlement but reduce total Medicaid spending. 
• 	 Provide health insurance protections for who lose coverage as a result ofiosing their jobs, 
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Why doesntt the President just issue a veto threat, given that 
the welfare reform bills passed by both the House and Senate 
demonstrably fail the t~st of protecting children? 

A: 	 He has threatened to veto the House bill. And he has made 
clear that if Congress can't pass a bipartisan bill that is 
tough on work· and fair to children, we will make them try 
again until they do. But make no mistake: millions. of 

. chi Idren. are stUck in I poverty and trapped by the current 
system riqht now~ We can't afford to maintain the current 
system and lose another generation. It doesn't reflect our 
values, and it does nothing to help move welfare recipients 
from dependence to independence. There is bipartisan progress. 
to be made here, if both sides of the debate accept the need 
for 'real change that contains fUndamental protections for 
children. The best protection for children is parents'who 
want them and can support .them. 

Q: 	 You seem to be saying that he would veto a bill that makes a 
million children poorer,'but could accept something less than 
that - perhaps 500,000. Is that really your position? 

A: This report makes ,the case we!ve been making all along, that t..£. st.;
¥Ot2~o-«dopt incentives' fer pa:rentS"" to move from ~~C~ J 
welfare to work, and reduce the potential risk to children. ~ ~r'fk 
And it should remind conferaes that we should be careful about 
the changes we make today, because they could have: a real 
impact ten years from now. 

But as the PJ::as~t.-ha6 sa,1d.. frGm the ve'E'i beginftin9, the" 
welfare system today is badly broken, and must be 
fundamenta1ly changed. ~e I riO wQ~ld;ed aboltt 'EftG millions of 
children wA& are trapped on welfare and in poverty right now. 
Mai ~he current system will not lift these children 
out of povert1":t We believe that if people on welfare are 
required to work, they' will do so -- and they shouldn't 
receive assistance if they refuse to work. We believe that no 
one who can work should be able to stay on welfare forever, 
and it will change behavior if that beco~es law. We believe 
that when society demands that absent parents pay child 
support, they will do $0 -- and that t~ey should be forced to 
if they don't. We believe that ,if we demand work and 
responsibility and combat teen pregnancy, it ,will make an 
enormous difference and we will see fewer teen pregnancies; 
fewe:r births outside marriage, and more parents taking 
responsibility for their chirdren and their actions. 

Has 	 the Democratic party really changed so much that a 
Democratic president could accept a budget that puts hundreds 
of thousands of children in pove~ty? 

As we've said all along, the budget should be balanced -- but 
there's a right way and a wrong way to do it. The right way 
is to adopt a budget plan that distributes the cuts and 
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DRAFT 5 


Q: 	 Aftar seeing this study, and realfzing that the Senate bill 
the President endorsed will put one million children into 
poverty, can the President still sign a welfare bill? Isn't 
that impossible now? 

A: 	 The President's goal ha-s been clear from the very beginning~ 
He wants Congress to pass a welfare reform bill that moves 
people from welfare to work so they can lift themselves out of 
poverty. This report reinforces what we have been saying all 
along: the key to successful welfare reform is creating the 
right incentives to help people move from welfare to private 
sectOr jobs. That's why we fought for the improvements made in 
the Senate, and why'we have consistently urged Congress to 
keep up the progress by making further improvements that will 
reward work and.protect children. 

Q: 	 Has the President been briefed on this report? What was his 
rQ~ction? 

A: 	 He has received the report, and has talked to Alice Rivlin 
about it. His reaction was consistent with what he's said all 
alonq~ He believes that the actions in the Senate improved 
the very extremist bill passed by the House, and he wants that 
bipartisan progress to continue. 

Q: 	 Now that you've seen the report on the Senate bill, haventt 
the President's views on it ohanged? Or does he still feel 
that it'S something he can support? 

A: 	 Let's be clear -- nothing has changed. The President was 
pleased with the bipartisan progress made in the senate. The 
report confirms that the senate dramatically improved. the 
House bill, which the President said he would veto. Working 
toqether J Democrats and moderate Republicans moved away from 
the extremist policies put forward by Republicans at the 
beginning of the year. They increased chlld care funding 
instead of cutting it; they provided incentives for states to 
put people in jobs instead of putting them off; they required 
states to maintain their financial effort; they maintained the 
safety net of adoption and foster care for children. aut as 
we've said in our letters to conferees, and as the President 
made clear in his September 16 radio address I the Senate bill 
was not perfect. And whether the President will sign the 
final product depends on whether bipartisan progress 
continues I or Congress turns back toward the partisan and 
extremist policies in the House bill. 

[NOTE: Alice Rivlin wrote an 8-page White House letter to the 
conferees on October 18 cal1~n9 for these changes; Secretary 
Shalala followed up with a 19-page letter on October 26. 
Administration officials have communicated these concerns in 
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dozens of meetings with conferees and their staffs.) 
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benefits equitably. The wrong way is what the Republicans 
have proposed: steep cuts in programs that help working 
Americans, and tax cuts for the rich. What we're trying to do 
is to balance the budget the right way, and to reform a 
welfare system that everyone agrees is broken. What they're 
doing is decimating programs that are working, like the EITC, 
which helps to counteract the perverse incentives of the 
current welfare system. We have been fighting to protect 
children throughout the Administration and throughout this 
Congress, by fighting in the budget process for Head start, 
foster care and the school lunch program. 

Q: But, yes or no, would the President sign the Senate bill if it 
were presented to him today? 

A: Nothing has changed. The President's view is that good, 
bipartisan progress was made in the Senate. He wants Congress 
to pass a welfare reform bill that changes the present system, 
and he believes the Senate's approach provides a good 
foundation for a final compromise. He intends to keep· 
fighting for policies that move adults from welfare to work, 
and that protect children. Whether or not the President will 
sign the final product depends on whether bipartisan progress 
continues or whether Congress turns back toward the House 
bill. 

Q: What I s going on inside the Administration? One day the 
President tells Wattenberg the Senate bill shows how his own 
party is making progress; the next day Ann Lewis is quoted 
saying he's rethinking his support for the Senate bill.. . 

A: Nothing has changed. The President stands behind the 
improvements the Senate made, and believes the Senate bill is 
a strong foundation on which to continue to build this 
bipartisan progress. 

Q: The President told the Trotter Group last week, "I would be 
very reluctant to sign a bill that I thought was really bad 
for children." In light of t,his study, does that commit him 
to vetoing the senate bill? 

A: The .President told the Trotter Group what we have said all 
along - that our goal in welfare reform is t·o overhaul the 
current broken system to move people .from welfare to work so 
they can lift themselves out of poverty. He told the Trotter 
Group that we would continue to seek changes in the senate 
bill that will build on the bipartisan improvements we have 
al·ready made to promote work and protect children. 

Q: . According to Wattenberg and others, welfare reform is an issue 
where the President is defining himself as a flNew Democrat." 
Is he really willing to do that at the expense of poor 
children? 
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A: 	 The President's interest in welfare reform is longstanding, 
and his views are clear.: We1ve got to dramatically change the 
system, and try something fundamentally new~ The President is 
very concerned about the millions of poor children who are 
trapped in poverty by the current system. We have been 
fighting to protect children throughout the Administration and 
throughout this Congress, Ramember -- not so long ago the 
Republicans started their.welfare reform debate by proposin9 
orphanages ~ It t s the RepUblicans who have proposed block 
granting adoption and foster care, cutting the school lunch 
program, and reducing benefits.for disabled kids. And it's 
the President who has not only opposed those proposals, but 
has championed a range of programs like Head Start and family 
leave to make American kids' lives better . 
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Here's the latest draft. It incorporates Bruce's latest edits, and 
minor edits from here on the first three questions. Let me know 
whatls up -- I need to call Oaschle's office back. 

Malissa 
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OVERVIEW 

This report provides two analyses: (I) an analysis of the potential impact 20 jlQveny 
of the House and Senate welfare reform bills and Senate Democratic aJternative, and of the 
House and Senate budget plans; and (:li an analysis of the distributional effee .. of Ihe House 
and Senate budget plans and a preliminary analysis of Ihe Administration', plan, 

Today. millions of poor children are stuck in a welfare system that discourages work 
and responsIbility, breaks up families, and fails to move people from poveny to 
independence. Most Americans, without regard to pany, agree that we must reform welfare 
by imposing lime limits, requiring people to work, demanding responsibility from young 
mothers and fathers. and strengthening families. 

Over the past twowand~a-half years, the President has taken executive action, 
encouraged state experimentation. and spearheaded national legislation to reform the nation's 
failed welfare system, He cut taxes for working Americans by expanding the Earned Income 
Tax Credit (EITC), which rewards work over welfare; he signed an Executive Order to crack 
down on Federal employees who owe child support; he has granted 35 Slates the freedom 10 
experiment with initiatives to move people from welfare to work; and he directed that 
Federal regulations he strengthened 10 prevent welfare recipien .. who refuse 10 work from 
getting higher food slamp benefits when their welfare cheeks are docked. 

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

As the Presidenl said in his Sept. 16 radio address, praising the bipartisan 
improvements that the Senate made, . 

Despite the progress we've made. our work isn't done yet. We'll be working 
hard on this bill over the next few weeks to make sure the right incentives are 
there to move people from welfare to work, to make sure children are 
protected, and that states not only share the problem, but have the resources 
they need 10 get the job done. And we'll be working hard to build on the 
bipartisan progress we1ve made this week. 



In that spirit, this report recommends: 

• Maintaining and strengthening improvements in the Senate welfare refonn bill: 
Providing the child care that mothers need to leave welfare for work; requiring states 
to maintain their financial ,effort; providing an adequate contingency fund to protect 
states and families in economic downturns; giving states performance bonuses for 
transforming their welfare systems to place people in jobs; preserving child welfare 
and child nutrition programs; and letting states decide for themselves whether to 
impose policies like the family cap. 

• Additional improvements in welfare refonn:' Providing vouchers to children 
whose parents reach the S~year time limit and cannot find work; and preserving the 
$50 child support pass-through. 

• A mo~ balanced deficit reduction plau: Rejecting efforts to cut the EITC~ 
rejecting a Medicaid block grant; and moderating cuts in Food Stamp, and 
Supplemental Security Income (SSl). 

Done right, welfare reform will belp people move off welfare so they can earn a 
paycheck. not a welfare check, Done wrong, it will cause harm and fail to transform a 
broken system. With House and Senate committees meeting to work out their differences. on 
their respective welfare reform and reconciliation bills; this report underscores the 
importance of working on a bipartisan basis to build on the Senate's progress, not turn back 
toward the House legislation. 

Any serious plan to balance the budget in the coming years will include some cuts in 
programs that affect low~income Americans, We must make sure, however. that the cuts and 
benefits in a budget plan are distributed ",!uitably, and that program refortOs are designed to 
reward work and independence 50 that people can lift themselves and their children out of 
poverty. 

After all. this year's efforts to balance the budget come after two decades of income 
stagnation and rising economic inequality. Since the early J970s, most Americans have 
worked harder and harder just to stay in place; many have fallen behind. At the same time, 
the gap between rich and JX'Of has reached its widest point since the government began to 
track it in 1947. 
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From the start, the President's economic program was designed to address these two 

prohlems. The Administration worked with" the last Congress to cut the budget deficit in 
order to increase national savings, freeing up capita) with which businesses. could invest and. 
thus, create more high~wage jobs. While freezing overall discretionary spending, the 
Administration shifted public resources toward investments in education and training in order 
to enhance the skills of OUf future workforce, enabling them to compete better in the global 
economy. Because trade-related jobs, on average, pay more than other jobs, the 
Administration opened new markets across the globe for U.S. goods, Because no working 
family should have to live in poverty, the Administration sought to "make work pay" by 
expanding the EITe. And because welfare should provide a second chance, not a way of 
life, the Administration proposed a dramatic plan to "end welfare as we know it. " 

As the distributional analysis shows, both the House and Senate budget plans would 
exacerbate the trend toward rising income inequality; they would provide huge tax breaks for 
those who don't need them and finance them with deep cuts in benefits to middle- and low
income families with children. With the combination of tax, income and health benefit 
changes taken into account, families e3ITling under $50,000 would pay more while those 
earning over $100,000 would pay less. Families with incomes of under $30,000 would be 
hil the bardest. 

The President's plan. by contrast. would minimize the impact of cuts on low- and 
moderate·income families with children. At the same time, it would target tax relief to 
working families with children. 

On poverty, in particular, this report includes two kinds of tables. One uses the pre
tax cash definition of income that the Census Bureau uses for official poverty statistics. The 
other incorporates a broader definition that takes into account tax policies such as t"he EITe 
and near~cash in~kind assistance, such as Food Stamps and housing, Neither definition 
includes proposed changes in health coverage, which would have dramatic impacts on low
income children •• far beyond changes in Aid to Families with Dependent Children (AFDC). 

Under Ihe broader definition of poverty, the House welfare reform bill could move 
2,1 million children below poverty in the year _. Improvements included in the Senate 
bill have cut that number by nearly half, to 1.2 million. The Senate Democratic welfare bill 
could move ~OO,OOO to 6>0,000 below poverty. 

These numbers, however, do not tell the whole story about poverty: 

First. they do not reflect some gains that the Administration's economic policies have 
made in reducing poverty. For instance. they <10 not reflect the recent Census Bureau 
finding that Ihe number of people in poverty reU by 1.2 million between 1993 and 1994, nor 
the fact that Food SllImp roll' have dropped by another __ in the first _ months of 1995. 



, . 


Second, unlike the distributional analysis, which shows the entire picture of who 
would gain and who would lose in the various budget plans, the poverty analysis only shows 
how many people who are near the poverty line because of the government benefits they 
receive could fall into poverty if those benefits are cut. 

Finally, the poverty analysis is based on long-term projections for the year __' 
which do not try to predict a number of important variables that far into the future -- e.g., 
job growth, marriage and birth rates, and the long-term behavioral impact of a fundamental 
change in the culture of welfare. If work-based welfare reform, tough child support 
enforcement, and a national campaign against teen pregnancy help promote work and 
responsibility and reduce births outside marriage, more people will lift themselves out of 
poverty and fewer will find themselves there in the first place. If we do not enact real 
welfare reform that moves people from welfare to work and fails to reduce teen pregnancy 
and slow the growing rate of births outside marriage, the declines in poverty of the last two 
years will be reversed. 



contingency grant fund and a:! 80% maintenance ofeffort requirement. The ~Q 
Administration has sought to maintain and strengthen these improvements through a ~~ ........ 
tightly drawn, permanent maintenance of effort provision and a contingency fund with a '.1-.. ,~ 
more effective trigger mechanism and a greater amount of funds in reserve, The ; 
Administration and CBO project that the current Senate contingency fund will run out in a 
few years even with a growing economy, so it should be strengthened to provide states 
and families greater protection in a serious recession. 

• 	 Performance Bonuses. For welfare reform to succeed in moving people from welfare to 

work, states ,-Yill need to transform the culture of welfare to reward success instead of 


" failure or the status quo. The House bLll gives states a perverse incentive to save money 
by throwing people off the roUs, and lets !bern count people as "working" tfd-iey were 
simply CUl offwe:fare M_ whether or nO[ they have moved into ajob. The Senate added 
performance bonuses for stales with sllccessful work programs. but funded them out of 
the overall block grant. Provlding additional money for performance bonuses ~~ rather 
than reducing the block grant to pay for them -- would increase the number of people who 
leave welfare for work and reduce the 'number ofchildren at risk. 

8. Other Imprm'ements in WeI/are Reform 

The Admirustration has reCommended two other improvements to the Senate welfare refonn bill 

that would reduce the potential impact oftne final legislation On children: 


.. 	 Vouchers' for Children. The Senate Democratic welfare reform bill, which the 

Administration endorsed. provided vouchers for children whose parents reach the S-year 

time limit and cannot find work. Requiring or allowing states t-R..E'0vide vouchers in the 

amount of the child's benefit after the time limit would reduce cqJ potential impact by 

ensuring that children receive adequate housing and other necessities .. 


• 	 Child support for AFDC ramilies. Families ·on welfare currently receive the first $50 of 

child SUppOri that their absent parents pay. The House and Senate bills would eliminate 

this provision. 


C A More Balanced Deficit Reduction Plan and Othel"Changes 

A more balanc.ed deficit reduction pian would leave children much better off than the HOllse- and 

Senat~·passed budget plans, In particular, the following changes would promote work and 

protect children: 


.. Do not cut the EITC. The House and Senate budget plans would underr.nine rewards to 
work by cutting assistance to people who work - often at low wage jobs. The EITC 
~es in 1993 led to a significant reduction in poverty. while the ElTe cuts in the 

.b...J'Iilt Senat?pill could lead to an additional 500,000 children mQving below the poveny line, 
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contingency gram fund and an 8iY% maintenance of effort requirement. The ~<;; 
I 

I 	 ~dministration has sought to. maintain and strengthe~ ,these improve~ent$ through a ~ ~.",,-
~Ightly drawn, permanent mamtenance of effort provIsIon and a contingency fund with a , ~ ,~ 
more effective trigger mechanism and a greater amount of funds in reserve. The ./ 
Administration and CBO project that the current Senate contingency fund-will run Out in a 
few years even with a growing economy, so II should be strengthened to provide stales 
and families greater protection in a serious recession. 

• 	 Performance: Bonuses. For welfare reronn to succeed in moving people from welfare to 
work, states will need to transform the culture of welfare to reward success instead of 
failure or the status quo. The House bill gives states a perverse incentive to save money 
by throwing people off the ro[\s, and lees them coutU people as "working" if they were 
simply Cut off welfare -- whether or not they have moved into a job, The Senate added 
performance bonuses for states with successful work programs"but funded them out of 
the overall block grant Providing addItional money for performance bonuses - rather 
than reducing the block grant to pay for them -- would increase the number ofpeopJe who 
leave welfare for work and reduce the number of children at risk 

IL Other Improvements in Welfare Reform 

The Administration has recommended two other improvements to the Senate welfare reform bill 
that would reduce the potential impact of the tinallegislation on children: 

• 	 Vouchers for Children. The Senate Democratic welfare rcfonn bill. which the 
Administration endorsed, provided voucners for children whose parents reach the S·year 
time limit and cannot find work, Requiring or allowing states to provide vouchers in the 
amount of tile child's benefit after the t}me limit would reduce any potential impact by 
ensuring that children receive adequate housing and other necessities, 

• 	 Child support for AFDe families. Families on welfare currently receive the first $50 of 
child support that their absent p~rents pay, The House and Senate bills would etiminate 
this provision. 

C A fyfore. IJaltmced Deficit Reduction Plan and Othe., Changes 

A more balanced deficit reduction plan would leave children much better offtban the Bouse- and 
Senate~passed budget plans. In particular, Ihe following changes would promote work and 
protect children: 

• 	 Do not cut Ihe EITe. The House and Senate budget plans would undermine rewards to 
work by cutting assistance t~ people who work often at low wage jobs. Thc"'EITC¥¥ 

~es in 1993 led to a significant reduction in poverty, while the EITe cuts In the 
b~j£t Senat~i!l could lead to an additional 500,000 children mQving below the poverty line. 

Relaininl'! the current EITC rewards work and reduces poverty, 
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contingency gran! fund and an 80% maintenance of effort requLrement. The ~:6'1;. Administration has sought to maintain and strengthen these improvements through a ~ ~.", 
tightly drawn. permanent maintenance of effof1 provision and a contingency fund with a I'" I~ 
more effective trigger mechanism and a greater amount of funds in reserve. The , 
Administration and eBa project thaI the (urrent Senate contingency fund'wlll run out in a 
few years even with a growing economy, so it should be strengthened to provide states 
and families greater protection in a serious recession" 

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

B. Other Improvements in Welfare Reform 

The Administration has recommended two other improvements to the Senate welfare reform bill 

that would reduce the potential impact of the final legislation on children: 


.. 	 Vouchers for Children. The Senate Democratic welfare reform bill, which the 

Administration endorsed. provided vouchers for children whose parents reach the 5-year 

time limit and cannot find work, Requiring or allowing states to provtde vouchers in the 

amount of the child's benefit after the time limit would reduce any potential impact by 

ensuring that children receive adequate housing and other necessities, 


• 	 ChiJd support for AFDC families. Families on welfare currently receive the first S50 of 

child support that their absent parents pay, The House and Senate bills would eliminate 

this provision. 


C. A :\-fore Balanced Deficit Reduction Plan and Other Changes 

A more balanced deficit reduction plan would leave children much better off than the House· and 

Senate~passed budget plans. In particular, the following. changes would promote work and 

protect children: 


• 	 Do na-t cut the [fTC. The House and Senate budgel plans would unden.nine rewards to 

work by cutting assistance to people who work •• often at low wage Jobs. The EITe 

changes in 1993 led to a significant reduction in poverty, while the EITC cuts in the 


b~~£S~in could lead to an additional 500,000 children moving below the poverty line. 
Retailling the current EITC rewards work and reduces povel1Y. . 

• 	 Cut fewer curreut SSI recipients from the rolls. The Senate bill would cut off' 160,000 

children. Applying changes only on a prospective basis would lessen the poverty impact. 




• 	 Moderate food S.amp cuts. The House cuts Food Stamps 26% by 2002; the Senate 
I 	 !9%. The House bill puts an inflexible cap on food stamp spending. which could leave 

working families vulnerable in an economic downturn. Moderating the cuts to the levels 
suggested by the Administration would substantially reduce the poverty effects. 

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

• 	 ]ncreast: the minimum wage, The Administration has proposed to increase the minimum 
wage from $4.25 to $5. J5 over (wo years, The real value of the minimum wage is now 
27% below its value in J979. lfit is not increased this year. it will be worth less than at 
any time in the last 40 years. This continuing decline in the real value of the minimum 
wage makes jt harder and harder for parents to rear their children out ofpoverty and 
makes it more and more difficult to move people from welfare to work. Increasing the 
minimum wage could decrease the poverty effect of the welfare and budget changes 
without significant budgetary costs. 

,~ ,,,-,. 
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POLlCY RECOMMENDATIONS TO PROMOTE WORK AND 
MINIMIZE THE IMPACT ON CHILDREN 

Any comprehensive plan to balance the budget within the next decade will require spending cuts, 
some ofwhich will affect low-income Americans. In its balanced budget plan, the Administration 
has sought to make sure that cuts and benefits are distributed equitably. 

Throughout the budget and welfare reform debates. the Administration has called for measures 
that will maximize the opportunities for families to work their '.vay offwelfare and out of poverty, 
and minimize the potential risk to children if they do not Many of these improvements were 
included in the Senate-passed welfare reform hin. Others have been recomm~d~d repeatedly by 
the Administration in letters to Congress on welfare reform and budget reconciliation. 

The following policies which the Administration has called for would significantly decrease the 
potential impact on children. and increase the prospect that peopJe will bring their families out of 
poverty through work: 

A. j\faintain anti Strengthen Improvements in the S~nate Welfare Reform Bill 

Th~ Senate adopted a number ofbipartisan improvements over the House biB that significantly 
increase the prospects for people to leave welfare for work and reduce the risks that children will 
be harmed, These include reje<:ting House provisions that would block grant child welfare and 
child nutrition programs and mandate the family cap and the cutoff ofunwed teen mothers, and 
instead adopting the following measures to promote work and protect children: 

• 	 Cbild Care, The poverty effects of welfare changes depend in large part on how many 
people get jobs. In panicular. welfare reform should provide the child care mothers need 
so they can leave welfare fot work, The House bill cuts child care funding. The Senate 
increased child care funding by $3 billion over the next five years, But the impact of thaI 
improvement is not captured in this poverty analysis because 'he child care funding 
increase in tbe Senate bill.i~Ji",fJs! the year 2000. (This analysis is modeled on full 
implementation: generally.) N"(a1Cing that increase in child care permanent would 
reduce the poverty impact in two ways: by improving the prospects for redpients to leave 
welfare for work. and by reducing the pressure on States to divert money away from 
benefits in order to pay for child care. 

• 	 Contingency Fund and ~binfenance of Effort. Another critical variable is how States 
respond, especially in the event of an economic downturn that would increase caseloads 
and reduce revenues, The House bill includes an inadequate rainy day loan fund and no 
requiremen: for states to maintain their efron, The Senate hil,1 includes a 51 billion 
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, COnlingency grant fund and an 800/1) mainrenance of effort requirement. The ~:o 

; ~drninjs!fation has soug!;! to_ maintain and strengthen these improvements through a ~.4 ." 
tIghtly drawn, permanent mamtenance ofeffort provision and a contingency fund with a"""" 0 
more effective {rigger mechanism and a greater amount of funds. in reserve. The " 
Administration and eso project that the currelit Senate contingency fund 'will run out in a 
few years even with a growing economy, so it sbould be st.rengthened to provide states 
and families greater protection in a serious recession. 

• 	 Performance Bonuses. For welfare reform to succeed in moving people from welfare to 
work. states will ne~ to transfonn the culture of wei fare to reward success instead of 
failure or the status quo. The House bLfl gives states a perverse incentive to save money 
by throwing people off the rolls, and lets them count people as "working" if they were 
simply cut off welfare -- whether o.r not they have moved into a joo. The Senate added 
performance bonuses for states with slIccessful work programs, but funded them out of 
the overall block grant Providing additional money for performance bonuses -- rather 
than reducing the block grant to pay for them ~- would increase the number of people who 
leave welfare fOf work and reduce the number ofchildren at risk. 

8. Other Improvements in Welfare Reform 

The Administration has recommended two other improvements to the Senate welfare rcfam bill 
that would reduce the potential impact of the final legislation on children: 

• 	 Vouchers for Children. The Senate Democratic welfare reform btll. which the 
Administration endorsed, provided vouchers for children whose parents reach the 5~year 
time Jimit and cannot find work. Requiring or allowlng states to prmtide vouchers in the 
amount of the child's benefit after the time limit would reduce any potential impact by 
ensuring that children receive adequate' housing and other necessities. 

.. 	 Child support for AFDC families. Families on welfare curremly receive the first $50 of 
child suppOrt that cheir absent p~rents pay The House and Senate bills would eliminate 
this provision. 

''''.. 

C A More Balanced [)eficit Reductimt Phm and OtherChanges 


A more balanced deficit reduction plan would leave children much bener off than the House- and 
Senate.passed budget plans. fn particular, the following changes would promote work and 
protect children: 

• 	 D(} not cue the EITe The House and Senate budget plans would undermine rewards to 
work by cutting assistance to people who work -- often at low wage jobs: The EITC 
chan >cs in 1993 led to a significiUl: reduction in poverty, wbile the EITe cuts in the 
Senate hill could lead to an additional 500,000 children mQving below Ihe poverty line, 
Retaininc the current EITe rewards work and reduces poverty. 
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• 	 .vloderate Food Siamp cuts. The House cuts Food Stamps 26% by 2002; the Senate 
190/(L The House bill puts an inflexible cap on food stamp spending, which could leave 
working families vulnerable in an economic downturn, Moderating the cuts to the levels 
suggested by the Administration would substantially redllce the poverty effects. b.-l~ t 

M".lpl- /" fL 
• 	 Do dot block grant Medicaid. While proposed changes in Medicai 0 not show up !p- r 

lhe poverty tables, the distributional analysis points out that they uld have dramatic/ 
impacts on children in low~income families, far beyond the cut In AFDC. As th)// 
following distributional analysis snows, the 20% of families ith children with the lowest . 	 /
Incomes would lose health cover.ge worth $1.199 (Senate to 51.271 (House). The . 
Administration's plan, which rejects a Medicaid block grant. achieves a balanced budget in 
a more equitable way and minimizes the impact on children. 

• 	 Increase tbe minimum wage. The Administration has proposed to increase the minimum 
wage from $4.25 to $5,15 over two years, The real value oftlie minimum wage is now 
27% below its value in 1979, [fit is not increased this year, it will be worth less than at 
any time in the last 40 years. This continuing decline in the real value of the minimum 
wage makes it harder and harder for parents to = their children out ofpoverty and 
makes it more and more difficult to move people from welfare to work, Increasing the 
minimum wage could de<:rease the poverty effect of the welfare and budget changes 
without significant budgetary costs. 
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Q: After seeing this study, and realizing that the Senate bill the President endorsed 
will put one minion children into poverty. can the President still sign a welfare 
bill? Isn't that impossible nowI 

A: The President's goal has been clear from the very beginning. He wants 
Congress to pass a welfare reform bill that moves people from welfare to work 
so they can lift themselves out 01 poverty. This report reinforces what we 
have been saying all along: the key to successful welfare reform Is creating the 

, right Incentives to help people move from welfare to private sector Jobs. That's 
. why we fought for the improvements made in the Senate, and why we are 

(#h""'t- /') ~ Congress to keep up the progress by making further improvements that 
.. """tt will reward work and protect children. 

Q: Has the President been briefed on this reportl What was his reaction? 

A: He has received the report, and has talked to Alice Rivlin about it. His reaction . . 
was consistent with what he's said all along. He believes that the actions in 
the Senate improved the very extremist bill· passed by the House, and he wants 
that bipartisan progress to continue. 

Q: Now that you've seen the report on the Senate bill, halr~'t the President's 
views on it changed? Or does he still feel that It's something he can support? 

A: 
_ ..,j{."....., "-. ~J. 

Let's be clear" The President was pleased with the bipartisan progress made 
in the Senate. The Senate dramatically Improved the House bill, which the 
President said he would veto. Working together, Democrats and moderate 
Republicans moved away from the extremist policies put forward by 
Republican. at the beginning Of the year. They increased child care funding 
Instead of cuning it; they provided incentives for states to put people In jobs 
instead of putting them off; they required states to maintain their financial 
effort; they maintained the safety net of adoption and foster care for children. 
But as we've said in OUf letters to conferees, and as the President made clear 
in his September 16 radio address, the Senate bill was not perfect. And 
whether the President will sign the final product depends on whether bipartisan 
progress continues, or Congress turns back,;e the partisan and extremist 
policies in the House bill, ~.!. 

[NOTE: Alice Rivlin wrote an 8-page White House letter to the conferee. on 
October 18 calling for these changes: Secretary Shalala followed up with a 19· 
page letter on October 26. Administration officials have communicated these 
concerns in dozens of meetings with conferees and their staffs.) 
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Q: 	 Why doesn't the President Just issue a veto threat, given that the welfare 
reform bills passed by both the House and Senate demonstrably fail the test of 
protecting children 7 

A: 	 He has threatened to veto the House bill. And he has made clear that if 
Congress can't pass a bipartisan bill that is tough on work and fair to children, 
we will make them try again until they do. But make no mistake: millions of 
children are stuck in poverty and trapped by the current system right now. We 
can't afford to maintain the current system and lose another generation., It 
doesn't reflect our values, and it does nothing to help move welfare recipients 
from dependence to independence. There;s bipartisan progress to be made 
here, if both sides of the debate accept the need tor real change that contains 
fundamental protections for children. 

0: 	 You seem to be saying that he would veto a bill that makes a million children 
poorer, but could accept something less than that - perhaps 500,000.' Is that 
really your position? ,.Jvu. fI.. p,l...J,;j 

A: 	 This report makes the case we've been making all along, that Y. u've got to rMt(, +. 
adopt incentives for parents to move from welfare to work. and 
tAOI slmpl,,· pUAI.t....:hildren. And it should remind conferees that we should be 
careful about the changes we make today. because they could have a real 
impact ten years from now. But as the President has said from the very 
beginning, the welfare system today is badly broken, and must be 
fundamentally chang~ He'worrled about the millions of children ~ho ara tL 

~~ g''''''iR9''''Il on welfare"ri'Qlltn~w...... aintainin!! \!:,e ur~system li\.fnot .... I·el...: 
Q~ We believe that' -.. \o..L1 "'"- • I will do so . Co cJ J? 

~ean lind child c-.i~ We believe that when society deman f~ 
fL..\ ~ ~hat absent parents pay child support, they will do so -- and that they should

I./"::t...... ~ be forced to if they don'~.:.,b~~e~~!& i",portaRt to ·end the eyele-o! 
~l t..':... .. dependency Wh~ nY-el\ildren-in-pev....ty,.-And-we-believe 

,,1.., - ~I~ t W6-<Jan-~-geHo-... blll-that-meximl!es-the-I"Gelltiv""'.an<l-oPflOftuMies 

~)4 ..J ,}.tI-1t f~ss;-and- nt zas thTrfJk":o~ehitdnm7' 

ek~ j"",,,,,, ,(y ,~ _< r ~H "1"'.1. ,d:zIott I - "" '. iJ;;:r.r."t~

if ~ f..a.,...,.' I......,. dA...-..-"!~.....J n~\", ~~..J..J.t-"-~Ii- ...a '" 'l<' Tf ...(t:..t-lo-klt 

~.""" .... t..-, ...._l.~~ \,o.(...:.L\'WL~+u..... ~~!to,~k~...-h. ...~ 
0: 	 Has the Democratic party really changed so much that a Democratic president ::::!,.,.,h 

could accept a budget that puts I)undreds of thousands of children in poverty? -14,...",.... 
Go- *'~oli7i-. 

A: 	 As we've said all along, the budget should be balanced -- but there's a right ~. 
way and a wrong way to do it. The right way is to adopt a budget plan that 

.l"\,j.A.,, t!-~.....I ~.Gt"'nJnw..lnC<lme-families-vvith·childrefh The wrong way Is 
~I< 't-'I.I.l':). what the Republicans have proposed: steep cuts in programs that help working 

AmerJcans, and tax cuts fot the rich. What we're trying to do is to balance the 
budget the right way, and to reform a welfare system that ~r~~ agrees is 
broken. What they're doing is decimating programs that;.!'e,ve ehildlen-e1'ld 

.....'erking families, elid cutting back o~ like the EITC Ji'tlll"iffii'" 
_rat>Iv.,,,,king. We have been fighting to protect children throughout 
the Administration and throughout this Congress, by fighting in the bud . 
process for Head Start, foster care and the school lunch program. 

a::nJf.:r;<.~~ 
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Q: 	 But, yes or no, would the President sign the Senate bill if it were presented to 
him today? 

)J.Il..,"'l t..." <~L 
A: 	 ",The President's view Is that good. bipartisan progress was made in the Senate. 

He wants Congress to pass a welfare reform bill that changes the present 
system, and he believes the Senate's approach provides a good foundation for 
a final compromise. He Intends to keep fighting for policies that move adults 
from welfare to work, and that protect children. Whether or not the President 
will sign the final produc\ depends ElAti,elV on whether eF Rot bipartisan 
progress continues. or~!\'-- ~,~~< 1.«1.<. -\--.....l-t\... \{~.....I.l\\. . 

Q: 	 The President told the Trotter Group last week, "I would be very reluctant to 
sign a bill that I thought was really bad for chlldrim.· In light of this study, 
does that commit him to vetoing the Senate bill? 

. A~LIk <vyrJJ,..k..¥f.... -/"; 
A: 	 The President told the Trot}ll'r Group what we have said all along -- that our 

goal in welfare refOrm is tojnove people from welfare to work so they can 11ft 
themselves out of poverty, He told the Tlotter Group that we would continue 
to seek changes In the Senate bill that will build on the bipartisan improvements 
we have already made to promote work and protect children. 

0: 	 According to Wattenberg and others. welfare reform is an issue where the 
'President is defining himself as a "New Democrat.' Is he really willing to do 
that at the expense of poor children? 

A: 	 The President's interest in welfare reform is longstanding. and his views are 
clear: We've got to dramatically change the system, and try something 
fundamentally new. The President is very concerned aboutthe millions of poor 
children who are trapped in poverty by the current system. We have been 
fighting to protect Children throughout the Administration and throughout this 
Congress. Remember -- not so long ago the Republicans started their welfare 
reform debate by propOSing orphanages. It's the Republicans who have 
proposed block granting adoption and foster care, cutting the school lunch 
program, and reducing benefits for disabled kids. And it's the President who 
has not only opposed those proposals, but has championed a range of 
programs like Head ,Start and family leave to make American kids' lives batter. 
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Q: 	 Apparently there have been very intense White House 
discussions about welfare reform in the last few days, with 
some Officials indicating that the President might be 
rethinking his support for ·the Senate bill. Has he rethought 
or changed his position? 

A: 	 Nothing has changed; the President's position has been clear 
and consistent all along. ~s he said in his radio address on 
September 16, despite the vast progress made in the Senate, 
our work isn't done yet. WeIll continue to advocate 
improvements designed to move people from welfare to work, 
protect children, and give states the resources they need to 
get the job done. 

4 
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EDITS TO "WHAT THIS REPORT IS i\.BOUT" 

[Insen at the top of page 1] 

WHAT TIllS RIi!PORT IS ABOUT 

Poverty Anmysis 

Today, across America. mlllions of poor children are stuck in a broken welfare system 
that discourages work and responsibility, breaks up families, and fails to move peopJe from 
poverty to independence. Most Americans, without regard to party. agree that we must 
refonu welfare by imposing time limits, requiring people to work. demanding responsibility 
from young mothers and fathers. and strengthening families. 

Throughout the past two and a half years. the President has worked aggressively for 
executive actions, state experimentation, and nationa11egislation to reform the nation's failed 
welfare system, He cut taxes for working Americans by expanding the EITC, which rewards 
work over wclfare~ he SIgned an Executive Order to crack down on Federal employees who 
owe child suppon~ he has granted 35 States: the freedom to experiment with initiatIVes to 
move people from welfare to work; and he directed that Federal regulatIons be strengthened 
to prevent welfare recipients who refuse to work from getting higher food stamp benefits 
when their welfare checks are docked, 

Throughout the ~elfare reform debate, the Administration has called for measures that 
wiH maximize the opportlIDitle5 for families to work their way off welfare and out of poverty. 
and minimize the risks to children lf they do not. The President endorsed the welfare reform 
bin sponsored by Senators Daschle. Breaux, and Mikulski, which every Democrat in the U.S, 
Senate supported, When that alternative failed. the Administration worked with Senators in 
both parties to secure a numher of Important improvements 1n the final Senate bill. In letters 
to Congress on welfare reform and budget reconciliation, the Admlnistration has conSiStently 
called for other improvements as welt As the President said in his Sept. 16 radio address 
when he praised the bipartisan improvements the Senate made, 

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

This report includes illt analysis of the potential iong-term Impact on poverty of the 
House and Senate welfare reform bills and the Senate Democratic welfare reform alternative. 
Also mcluded is an analYSIS of the distributional effects of the House and Senate budget 
plans. 



Any serious plan to balance the budget over the next decade will include some 
program cuts that affect low-income Americans. The key is to make sure that the cuts and 
benefits are distributed equitably, and that the reforms are designed to reward work and 
independence so that people can lift themselves and their children out of poverty. 

This report includes two kinds of poverty tables. One uses the pre-tax cash definition 
of income that the Census Bureau uses for the official'poverty statistics. The other 
incorporates a broader definition that takes into account tax policies such as the EITC and 
near-cash in-kind assistance such as Food Stamps and housing. Neither definition includes 
proposed changes in health coverage. which would have dramatic impacts on low~income 
children. rar beyond changes in AFDC 

By the broader definiuon of poverty. the House welfare refonn bill could move 2.1 
million chi1dren below poverty in the year __. Improvements included in the Senate bill 
cut that number by nearly half, to 1.2 minion. The Senate Demm .."J'atlc welfare reform bill 
could move OA to 0"6 million below the poverty line. 

1t is important to put these numbers in perspective. First, they do not reflect some of 
the gains the Admlnistration's economic policies have made in reducing poverty. The 
expansion of the EITC and Food Stamps in 1993 - which will move 800,000 children out of 
poveny -- is included in the table. But the report does not reflect the recent Census Bureau 
finding that the number of people in 'poverty declined by 1.2 million between 1993 and 1994 
-- nor the fnet that food Stamp rolls have dropped by another ~~ in ~he first _ months of 
1995. 

Second> unl1ke the distributional analysis, which shows the entire picture of who 
stands 10 gain and who stands to lose in the various budget plans, the poverty analysis only 
shows how many poople who are near the poverty line because of the government benefits 
they receive 'COuld faU below the poverty line if those benefits are reduced, 

Finally. the poverty analysis is based on tong-term projections for the year __ 
(20051), which do not attempt to predict a number of import~t variables that far into the 
future -- including job growth. marriage and birth rates, and the long-term behavioral impact 
of a fundamental change 111 the culture of welfare. If work-based welfare reform, tough child 
support enforcement, and a national campmgn against teen pregnancy succeed in promoting 
work and responsihiHty and reducing births outside marriage. more people will lift themselves 
out of poverty and fewer people wHl find themselves there in the flrst place. If the country 
faits to enact real welfare reform that moves people from welfare to work and fails to reduce 
teen pregnancy and slow the growmg ratc of births outside marriage. the declines in poverty 
we have seen in the last two years will be reversed, 

Nevertheless, the estimates in this report make a strong case for the improvements the 
Senate has already made, and for other improvements the Administration has consistently 
recommended in letters to Congress. These policies could significantly decrease any potential 
impact on children, and increase the prospect that people will lift their families out of poverty 
by going (0 work. TIle report recommends: 



• 	 Maintaining and strengthening improvements in the Senate welfaro refonn bill: 
Providing the child care that mothers need to leave welfare for work; requiring states 
to maintain their financial effort; providing an adequate contingency fUJ1d to protect 
states and families in eoonornic downturns; giving states performance bonuses for 
transforming their welfare systems: to place people in jobs; preserving child w,clfare 
an~ child. nutrition p:ograms; letting states decide for themselves whether to impose . 
policIes hke the famtly cap; <.],,1-':1 j\.. "'--!.."":l w\.« ; ~ ........J .....k .J. ;'w., cLlk . 

• 	 Additional improvements in welfare refonn: Providing voucliers to children whose 
parents reach the 5-year ~me limit and cannot find work; preserving the $50 child 
support pass-through. 

• 	 A more balanced deficit reduction plan: Rejecting efforts to cut the ElTC; rejecting a 
Medicaid block gram; moderating cuts in Food Stamps and SSL 

Done right. welfare refonn win help people move off welfare so they can earn a 
paycheck, not a welfare check. Done wrong. it will cause harm and fail to transfonn a 
broken system. With House and Senate committees meeting to work out their differences on 
their respective welfare reform and reconciliation ,bills, this report underscores the importance 
of working together on a bipartisan basis to build on the progress the Senate made jn welfare 
reform, not turn back toward dle House legislation. 

I>istributional Analysis 

[Go back to the 4 paragraphs about this on page i.J 
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Administration and congressional efforts this year to balance the budget come after 
two decades of income stagnation and rising economic inequality. Since the early 19705, 
most Americans have worked harder and harder just to stay in place; many have fallen 
behind. At the,same time, the gap between rich and poor has reached its: widest point since 
the government began to track it in 1947. 

h"" ~(...;
From the start, the President's economic program was desIgned to address these two 

problems, The Administration worked with the lasl Congress to cui the budget deficit in 
order to increase national savings~ freeing up capital with which businesses could invest and. 
thus, create more high-wage jobs. While freezing overall discretionary spending, tile 
AdmInistration shifted public resources toward investments in education and training in order 
to enhance the skiHs of our future workforce. enabling them to compete better in the global 
economy_ Because trade-related jobs, on average, pay more than other jobs, the 

. Administration opened new markets across the globe for U.S. goods. Because no working 
family should have to live in poveny, the Adminis~io~...§931lt to "Ul!:!:e work pay" by 
expanding the Earned Income Tax Credit (EITC);"lI:nane;;ause Wert.re should provide a 
second chance, not a way of life, the Administration ?r~ a dratmttie1)4an to "end-- . 1 

"'el,fare:89 Vi ktI0!i'li 't ". k"'~ ~..p. ~-..A(.~..\~ t.l<M..-._J...b"",_4
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As the distributional analysis shows~ both the House and Senate budget plans would 
exacerbate the trend toward rising income inequality~ they would provide huge tax breaks for 
those who don't need them and finance them with deep cuts in benefits to middle- and low
income families with children. With the combination of tax, income and health benefit 
changes taken into account, families earning under $50,000 would pay more while those 
earning over $100,000 would pay less. Families with incomes of under $30,000 would be 
hit the hardest. 

The President's plan, by contrast, would minimize the impact of cuts on low~ and 
moderate~income families with children. At the same time. it would target tax relief to 
working families with children. 

Poverty has been a part ul.rly important concern of this Administration. In 1993, " 
the President worked with the las ongress to enact EITC and Food Stamp expansions that, 
when fully implemented, will lift L million Americans (including IlOO,OOO children) out of 
poverty., In addition. in generating str g growth. the President's larger economic program 
has helped to reduce the number of poop in poverty, Not long ago, the Census Bureau 
reported that the number of Americans in erty in 1994 was 1.2 million less than in 1993. 



I 
Due to the House \~dget pla!l ..a~ additional l:~ million children would fall iIi~f~~.:> ._. / 

/ poverty; under the Senate an, 2.3 mllhon would fall Into povorty, Under Ihe .',' ., ,V 
Administration's plan, 500, would fall into poverty -less than will move out due to the '. ';, :. 
1993 ElTC and Food Stamp \hanges. The effects of the Adminislr.!tion' s plan are small 
enough that continued job gro'fth in the coming years could offset them.I \ 

. The Issues of poverty an~ welfare reform are inextricably linked. The President is 

committed to finding "'''ys through which people can move off welfare and into productive 

work, Welfare reform must proVide opportunities for welfare families to escape poverty. 
But these reforms must have a miriimal impact on children. . 

\ 
Since early 1993, the Preside~t has worked aggressively to make welfare a second 


chance, not a way of life: He cut taXes for working Americans by expanding the EITC; he 

sent Congress the most sweeping welfare reform plan that any Administration has ever,
presented; he signed an Executiye Order to crack down on Federal employees who owe child 
support; he has granted 35 States the freooom to experiment with initIatives to move people 
from welfare to work; and he directed th~t Federal regulations be strengthened to prevent 

welfare recipients who refuse to work fro,,/ getting higher food stamp benefits when their 

welfare checks are docked. \ . 


Done right, welfare reform will help PFple move off the welfare rolls so they can 

earn a paycheck, not a welfare check. Done wrong, it could cause enormous harm. Most 

Americans, without regard to party, agree ,that \eal welfare reform is about requiring people 

to work~ not simply cutting them off the rolls; a~out demanding responsibility from young 

mothers and fathers. not abandoning abused children or taking away JXlOr chiJdrents school 

lunches; and aboul strengthening families, not penl\Zing children who deserve a better life, 

As Americans across the broad political spectrum now agree; today's welfare system 

fails to serve the taXpayers who pay for it and the p';3,ple trapped in it. For the taXpayers, it 

does not provide adequate accountability for the funds,allotted. Nor does il adequately 

protect against waste, fraud, and abuse. For t~e recipi~ts. it does not provide adequate 
incentives for work. Nor does it assist those who want!O work. such as with sufficient child 
care resources, Though welfare should be temporary, tdday'. welfare system encourages 
long-term dependency, with debilitating effects for both rlriPients and the society at large. 

With House-Senate conference committees trying to\ooo out differences between the 

House and Senate welfare reforms bills, and [he House and Senate reconciliation bills, we 

stand at an important moment in this debate. The Administrallon's analysis of how these 

bills would affect the number of children entering poverty onl~ccentuates thaI point. The 
Administration and Congress must work together to build on i rovements that the Senate 
made in welfare reform, not tum hack toward the House legisla ·on. 

In letters to Capitol Hill, the Administration has suggested~S through which 
Congress can improve welfare legiSlation and reconciliation. The include: providing 
vouchers for children after the time Hmit for welfare benefits expire' assuring adequate 
funding for benefits under Aid to Familieswith Dependent Children (: FDe); offering 
perfonnance bonuses to States with good work programs; adequately f nding child care and 
work programs; protecting child support that AFDC families receive; m erating Food 
Stamp cuts; limiting cuts to current SSI recipients; and protecting the EI C against cuts. 



\ 

By building on the Senate "'welfare bill, Congress can lessen its impact on children and 

increase the number of American~ ~ho move into productive jobs. Welfare reform alone. 
however, wiU not be enough to ensure that recipients move off welfare and into decent jobs. 
Congress also has to provide children ind, workers with the education and training to assume 
jobs in today's economy. Thus. the nation must have not only welfare reform. but ruso a 
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Distributional Analysis oflhe Balanced Budget I'roposai, ~~ ",,, /f'" 
""";'~~t:"" It 

Both the Administmtion and the· ~ongress have plans to balance the budget. The proposals ~e- ../ 
similar in several ways: the plans eliminate the deficit) provide tax cuts, and require spending 
reductions. However, the plans are quite different in how tbey treat families with different 
incomes. By planning to vasHy reduce benefits to middle and low income families with children 
while providing substantial tux relief to the wealthy. the House and Senate passed propo~ls shift 
the burden of balancing the budget to the most vulnerable families -- working families with 
children and not much income. In contrast. the Administration reaches a balanced budget in a 
more equitable way by minimizing the impact of cuts on low and moderate income families with 
children and targeting tax relief to working families with chlldren. 

, . 

What is a Distributional Analysis? 

This analysis provides detailed eStimates of the various budget plans' impacts on individuals' 
incomes and health coverage. The Office ofManagement and Budget coordinated an effort in 
which the Department ofTreasury and the Department of Health and Human Services used 
detailed models of the budget alternative to produce these estimates, Many other agencies also 
contributed to the analyses of the provisions included in these mode's. 

The analysis describes how these effects would be distributed across families with a wide range 
of incomes •• essentially illustrating which income groups will benefit and which will lose under 
the various budget plans. The analysis is based on fully·implemented policy changes. and is 
presented in 1996 dollars. 

Wltatls Included and WI,ot is Not Included in the Distribution? 

There are two components included in the distribution analysis. One component measures the 
etlect of the various tax plans on the afier·ta-x income ofdifferent income brackets. The other is 
a benefit component. which shows the income effect of proposed cuts in programs such as 
AFDC~ SSI~ Food Stamps, child nutrition. housing assistance, energy assistance, federal 
retirement benefits, and some health benefits. 

The study focuses oniy on tax changes and changes in programs that provide direct income 
support and health coverage to individuals and families. Therefore. the study does not include 
some significant components ofthe budget plans now debated by Congress. For example. the 
analysis does not include the effect ofproposed reductions in education, job training, 
transportatiolL, and public health programs, or the reductions in provider payments in the 
Medicaid and Medicare programs. 

A more complete explanation ofwhat was measured and how the analysis was conducted IS 
included in both the distribution tables and methodology section following this discussion. 
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.", .",,~ :":.. ;Results oflite Distributional Analysis " . " [ 
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An analysis of the effects of the Senate passed and revised House passed budget plans shows a 
dramatic imbalance. With the combination of tax, income and health benefit changes, families 
with income below S50,000 would lose while those with income over $100,000 would gain 
substantially. 

- Taxes 

The Administration's plan provides tax relief to middle income families while the Republican 
Congressional plans tntget upper class families, One comparison makes this dear. All three 
plans -- House) Senate and Administration -- provide about $250 in tax benefits for families with 
incomes between $30,000 and $50,{)00. However, the Republicans give 40 times as much as the 
Administration to those above $200,000. The Administration plan provides three times as much 
tax relief to those between $30,000 and $50,000 as it gives to those over $200,000, The 
Republican plans. on the other hand, give 13 times as many tax benefits to those above $200.000 
as they give to those between $30,000 and $50,000. 

Earned Income Tax Credit. Vlhile the Administration's plan would give some tax relief to all 
income groups, th'c House and Senate pa\lsed plans would increase taxes on lower income 
families through their cuts in the Earned Income Tax Credit. The House-passed plan wnuld raise 
ta.'<es on famiiies with incomes under $10,000. The Senate-passed plan goes even further. raising 
taxes on fanliHcs with incomes less than $30,000, while giving those with income over $200,000 
an average tax brenk 0[$3,416. . 

- Reductions in Benefits Affecting Income 

Both the House and Senate passed budget plans have proposed very deep cuts in income and 
other assistance programs for low income families, To balance the budget, improve efficiency 
and encourage work, the Administration's plan atso includes some necessary cuts to low~income 
benefit programs. While the benefit reduction in Administrationls plan for families with income 
below $30,000 would redllce their annual income by less than $100, these same families would 
sllffer a $438 loss in ircome under the House plan~ and a $308 Joss under the Senate plan. , 
The' deepest cuts passed by the House and Senate affect the poorest 20 percent of families with 
children (thos.e ut or below 12t% ofpoverty). Their average income would decrease by $1,521 
(11.4% ofincomc) under the House plan and $781 per year (5,4% of ineoroe) under the Senate 
plan. 

, 
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~ Reductions in Healfh Coverage 

The contraSfbetween 'the Administration plan and the Hous.e and Senate passed bills is even 
sharper when changes in health coverage are considered. The Administration plan would obtain 
the majority of its savings from reform ofprovider payment"), and would continue coverage for 
everyone who is eligible under current law .~ covering all poor children by 2002. [n addition. it 
would help people who lose their jobs maintain their employer·based health insuran.ce As a result 
of these policies, there are only modest effects on families (States are likely to reduce some 
optional services), Medicare recipients would see their costs drop. as provider payment refonns 
will reduce co·payments. 

The Republican Congressional plans, on the other hand. win increase costs for Medicare 
recipients and end Medicaid coverage for many low income children, disabled. and elderly. The 
Senate·passed bill would reduce health coverage by $356 for the average household below 
$}O,OOO·· and S823 forthe lowest quintile of families with children (those below 121% of 
poverty). The HouseMpassed cuts are even deeper ~- reducing the value of health coverage by 
5556 for the average household with income below $30,000, and $1,662 for families with 
children below 121% ofp<lverty. 

Comparison o/tax and benefit cuts 

While it is not fully clear at what income level families are helped rather than hurt by the 
Republican Congressionai plans, one thing: is clear _. they clearly hurt families below $50)000, 

. and clearly help those above $100,000. 

Families below $30,000. The House·passed plan gives these families an average tax break of 

$11 while cutting income and health assistance by $1,004. The Senate actuatly raises taxes on 

the avernge fmnily in this income range, while cutting health and income assistance by $599. 


Families between $30, 000 and S50, 000. Both the Administration and Republican Congressional 
plans would give these families $249 to $251 in tax relief. However, the Senate·passed plan 
would cut their income and health assistance by almost the same amount·- $246 ~- and the 
House-passed plan would cut it more - $33 t, And t4ere are a lot ofservice cuts - such as 
education and training - that are not included in the analysis. 

Households above S100,000. The House-passed plan would give these households $1,620 in tax 
benefits. and the Senate-passed plan $1,650. At the same time, they would reduce their income 
and hcalth coverage only $286. 

If],"t Do tile Results o/tlte Distriblltional Analysis Shew? 

This study illustrates that the cuts in the Republican budget plans disproportionately affect low 
and middle income families ~- especially famities with children. This imbalanced impact is 
especially striking when looking at the cumulative impact of the tax and benefit cuts across 
different income levels. An overall picture of the House and Senate passed budget plans reveals 

http:insuran.ce


that cuts in benefits are deeper as one looks at families with lower and lower incomes. 
Alternately, the tax breaks get larger as one goes up the income scale, For example, 20% of 
families with children with the lowest im;:ornes would lose an average of$1.521' in annual _ 
income and $1,662 in annual health coverage under the House budget plan -- for (otat benefit 
cuts: of $3.183, Under the same plan, families with income over $200.000 would receive an 
average of$3,269 in annual tax breaks. So while low income families with children lose over 
$3,000 in assistance. those with high incomes are given $3,000+ more. 

These plans~ ifenacted, would further exacerbate a troubling ~O year trend toward an increasing 
degree of income inequality, The results raise a fundamental question. Do we as a Nation want 
to continue an effort to raise the incomes of average families -- particularly by rewarding work? 
Or do we want to move in the other direction. by cutting benefits and by limiting the rewards for 
work for low income families in order to give a tax break to the peOple at the high end of the 
income distribution? 



Table I 
,') 

Average Tax, Income, and Health Coverage Cbanges rer Household (ii">
<fi1A"T/".(""-,.'It::• ' 4,

1 fouse, Senate, and Administration Budget Plans ".:: "1'I 

Annual Family In~()me Perc~Ul Q( House Bydget Senale Budget Agwjlli~trnlL2D 

(FEI) Families Plan l'llill l'llill 


Repcl'it Cut$ Affecting Income 

Less than $30,000 40% -$422 ~$243 -$95 


S30,OOO to $50,000 21% -$128 -$97 -S38 


S50,000'.5100,000 21% '573 -$83 -$26 


OverSlOO,OOO 12% -591 . -571 -$20 


Total 100% -$226 -S155 -$55 


Health Co;:ernge Cuts 

Less than $30,000 40% -$566 -$356 -$22 


530,000'0550,000 21% -$196 -5149 -$4 


550,000'0 SIOO,OOO 27*1e -5120 -5104 SO 

Over £100,000 12% -5195 -$209 514 


Total 100% -5323 ~$227 -$8 . 

Tutallncome And Heal1~ Coverage Cut$ 

Less than $30.000 40% -$988 -$599 -51l7. -- Ok:. 
5)0,000 to S50,000 21% -5324 -$246 ·$42 -
$50,01)0 to $1 00,01)0 27% ·$193 -S187 -S26 


Over$l00,OOO 12% -$286 -$286 -$6 


Total 100% ·$549 . ·$)82 ·$63 


Tax )lenefits 

l.ess than $30,000 40% $11 .$S4 536 

530,001) to S50,000 21% 5251 $249 $251 

S50,000 In $100,000 27% $647 $699 $472 

Over SIOO,OOO 12% $1,620 SI,650 $288 


Over $200,000 3% $3,269 53,416 S82 


Top l% 1% $5,422 $5,626 $63 


Total 100% $430 $418 $227 


Niltes: family Ewnomlc Income (FEll iJ a btoad-bned ~ used in tax modtting. FEl is «ms~ by 
adding to AGI unreport¢d Md lmdeneported income; IRA.wl Keogh deductions; nootaxablt transfer 
payments such III $o(:ial S«urily and AFOC; tmploy«-provided fringe kru:rrts~ inside bulkt.up M pensions, 
IRA's, Keqgh$, IUId life insu!'l1lec~ ta:I\-exe!llP1 iJlll:rtsl; llfid impUkd u:nt on owncr«cupied housing. Capital 
.earns are compu~td flit An m:«WII basis. adjlrtk:d (m inilationJo the tl:1trtl reliable data allow. Infblllonary 
IM.t~ ofltndtrt M¢ sublraaed and gains oftrurtt/Wtrs are added, 'fhuc is also Ml AdjllSUl1Cnt for accdclmd 
depreciation ofnooctlrporlltc businfSlles, FE! is shown;)II a family rather than nw re!um basis_ The coonnrnlc 
incomes of all members ofo family !l1'!it an:. added Ie IIftive at 1ho family'$ ~m1omit in«ttne \I~ed in the 
dislribulion~ 
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Table 2 

Aggregate Cbunges in Tax Benefits, Incomc~ and Health Coverage 

By Income Group 


House. Senate, and Administration Budget Plans 


Dollars. in Billions 


.Pe[££;!Jt of I::Imml !2U2g~ S~!Jilt!:: 12!1de~ e:dminri!rati2!l 
Income Group {FEl) Families 

Benefit Cuts Affecting Income 

Less than $30,000 

$30,000 to 550,000 

$50,000 to StOo,OOO 

Over $100,000 

Total 

Health COl'Cnlge Culs 

Less Ihnn $30.000 

$30,000 to 550,000 

550,000 to 5100,000 

Over SIOO,OOO 

Total 

40% 

21% 

27% 

12% 

lOO"A 

40% 

21% 

21% 

12% 

100% 

Plan· 

·518A 
·$2.9 

·$2.1 

·$1.2 

-$24.7 

·$24,7 

·$4.5 

·$l.5 

·$2,6 

~$3SA 

Total Income And Health Coverage Cuts 

Less than $30,000 

$30,000'" 550,000 

550.000 to 5100,000 

Over S-100,000 
Total 

Tax Benefits 

Less than $30,000 

$30,000 to $50,000 

$50,000 to SIOO.OOO 

Over $1 00,000 

Over $200,000 

Top 1% 

Total 

Notes: 

40"/" ·$43, I 

21% -$1.4 

27% ·$5.6 

12% -$3.8 

100% ·$60.1 

40% 50.5 

21% $5.7 

27% $18.8 

12% $21.6 

3% $9.1 

1% ;5.9 

100% $47.0 

f!l!!l f!l!!l 

-510.6 -$4.1 

-$2.2 ·$0,9 

-52,1 -$0.& 

-$1.2 -$03 

-$16.9 ·$6,0 

·$15,6 ·$1.0 

·$3.4 $0,0, 
·$3,0 $0.0 

·$2,8 50.2 

·$24.8 ·$0.9 

, 

·526.2 -$5.1 

-$5.6 ·$0.9 

·$5.1 -S0.8 

-$4.0 ·$0.1 

-$41.7 -56,9 

·$2.3 $1.6 

$5.7 $5,7 

$2(),4 S13.8 

$22,0 53.8 

$9.5 $0.2 

56.2 $0.1 ' 

$45.8 $24,9, 
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Tubl!! 3 

House, Senate, and Administration Balanced Budget Plans 
Ta.x Benelits By Quintile 

EEllucomc OujDtilc House BudUCt Plan Senate Budget Plan Admiuistratipn Plan 

A\'erage Tnx Benefits Per Family (In Dollars) 

Lowest ·$12 ·$26 $12 

Second $32 -$77 $57 

Third 5242 $233 5242 

Fourth 5530 $578 $430 

Highest $1.340 $1,380 5396 

Top 10% $1.152 51,771 5243 

Top 5% 52,377 52,416 5126 

Top l% $5,422 5$,626 $63 

Aggregate Tax Benefits By Income Group (In 1Jjilions or Dollars) 

Lowest 


Second 

Third 


Fourth 

Highest 


Top 10% 

Top 5% 


Top III 


Treasury footnotes? . 

-SO,3 -SO.6 SO.3 
SO.7 -$1.7 $1.2 

$5.3 $$.1 $5.3 

$11.6 . $12.7 $9.4 

$29.3 $30.2 $8.7 

519.2 $19.4 52.7 

513.0 $13.2 SO.7 

55.9 56.2 SO.I 

ID 




$0 

·$500 

i! 
I;:; 

1iSl,OOO . 
" '" 
~ 

8$1,500 
." 
11 
;c 

1!<$2,000 

J " 

~ 

'~$2 500 
i! 
u,,' 

' 

·$3,000 

.$3,500 


Low Income Families With Children Are Hit Hard By Republican Budget Proposals 

Total Income And Health Coverage Cuts Affecting Families With Children 


Lowest 200/0 Second 20%, Third 20% Fourth 20% Highest 20% 

:,
of -~. 

...,~" .. I 
r",,?h 

'0'" ·\:.I 
~. ,.

House Budget Plan .'. ,."J 

IR :&~! 
'",::7 ' 

Cuts In Annual Benefits and Health Coverage Per Family By Quintile 
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Under Congressional Budget Plans, Tax Benefits For Richest 5% Exceed Benefit Cuts That 
Reduce Income For Poorest 20% Of Families With Children 

House Budget Senate Budget Administration 
Plan Plan Budget 1'1:10 

$15 billion 

$10 billion 

$5 billion 

-
~ 

$0 billion +\-

Affecting {dcome Of The Poorest 20% Of Families With Children 

-$5 billion 

-$10 billion 

-S15 billion 

, 
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Table" 

House. Senate, and Administration Balanced Dudgct Plans 

Effects of Spending Cuts On Families with Cliildren 


Average Income and Health Coverage Loss Per Family By Quintile 


House Budget Plan Senate Budget Plan Administration Plan 

APr rnsoIDe Ouintik Dollan %uftncome Illl!lm %Q(lncQIDe Illl!lm %QflllCOrne 

Benefit Cuts Affecting Income 

Lowest ~SI,S21 -10,6% .$181 -54% -$-2i6 .1.9% 

SC(:ond ·$599 -25% ·$381 ~1.6% -$123 -0.5% 

Third ·$249 -0.7% ·116\) ·0.5% ·$l5 -0.2% 

Fourth ·$89 ·0.2% ·$35 -0.2% ·$15 -0.0%. 

Highest -$Hl7 ·0,1% -$97 -0.1% .$6 '0.0% 

Health Coverage Culs 

lowest -51,662 ·$823 ·$90 
Second ·$618 ·$343 ·$36 

Third ·5200 ·5100 ·$11 

Fourth ·$80 ·$64 .$4 

Highest -$80 ·$76 ·$3 

Totallnc{)me and Health Co...·erage Cuts 

Lowest -S3,IS3 ·ll,6\)4 -$366 

Second -51,277 ·$723 ·Sll9 

Third .$449 .$26\) ·$66 

Fourth -$169 -$149 -$19 
Highest ·$187 -$173 -$9 

Noles: Tax ehanges (Elre;md dllld tax: eredit) are not In?l!!ded. Induding them would make !he cuts deeper for the 
[n-wee quintiles, while showing net benefit increases fM the upper quintile~ , 

Atlj'Jstcd family income ranks famiLies based on their ineome as a. percent offhe povcrty Ilne. These results should not 
be added to Treasury's fl3! tables, which do not include fnmily siu in the ranking facto~ 
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Table 5 
i 

!. ..~/ '.. ,
House, Senate, and Administrntiun Balanced Budget Plans '....< ;"'.

Effects or Spending Cuts On Families with CbHd~e~ 

Aggregate Income and Health Coverage Loss By Quintile 

pollars In Billions 

AFi Income Quintile 

Benefit Cuts Aff«ting Income 

lowest 

Second 
Third 

Fourth 

Highest 

Health Coverage Cuts 

Lowest 

Se<:ortd 

Third 
Fourth 
Highest 

House Bu~e( Plan 

-$I1A 

-$4.6 

-51.9 

-$0.7 

-$0.8 

-$12.5 
-$5.2 

-51.5 
-$0.6 

-$0.6 

Totallneome and Health Coverage Cuts 

Lowest -$23.9 

Second -$9.8 

Third -$3.4 

Fourth -$1.3 
Highest -51.4 

Senate Budget Plan 

-$5.9 

-$2.9 

-S1.2 

-$0.6 
-$0.8 

-$6.2 

-S2.6 
-$0.8 

-$0.5 

-$0.6 

-512.1 
-$5.5 

-52.0 

-$Ll 
-51.4 

Administration Plan 

-$2.1 

-$0.9 
-$0.4 

-SO.I 
5Q.O 

-$0.7 

-SO.3 

-50.1 
SO.O 
$0.0 

-$2.8 

-$L2 

-$0.5 

-SO.I 
$0.0 

Notes: Tax changes (EITe and child laX c:re4it) are not included. Including them would make the CUIs deeper for the 
lower quinlit~S", wbile showing net benefit increases for the upper quintiles. 

Adjusted ftunily incoote rnnks families twed on their Incnme as a percent oftlte poveny line. These results should not 
be added 10 TrtllSury's FEl tub\¢!;, whidt dq not Include famity size in the ranking facto~. 
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Poverty Analysis ofTht! \Velfarc Reform and Balanced Budget Plans 

As explained in the distributional analysis, changes in taxes and benefits proposed in the various 

budget and welfarc plans will significantly affect incomc. Some ofthese proposed changes wilI 

move people across the poverty line. The poverty line was developed in the 19603 based on the 

amount of income estimated to be necessary for a family to sustain itself. It is adjusted annually 

by changes in the consumer price index, and varies by the number ofchildren, e1deriy, and other 

persons in the household. 1n·1994. the average poverty threshold for a family of four was 

$15,141. 


This analysis includes two kinds of poverty tables. One uses the pre~tax cash definition of 

income that the Census Bureau uses for the official poverty statistics. The other tabl~ 


incorporates a commonly used alternative definitton of income that is broader than the official 

poverty definition and takes into consideration a wider range of factors relating to income. It 

includes, for example, the effects of tax policies (including the Earned Income Credit) and nearw 


cash in-kind assistance programs such as Food Stamps and housing programs, The discussion 

below references only the broader detlnition. Neither definition includes proposed changes in 

Medicaid and Medicare. • I I ',,)u~_ fA~ .wJ;.;-~


f,,1,;, \ ...J ~ iI- p,,"-~ 
The following tables compare th~~ffects ofthe House~Senate.,.aftd ;\d:mhtbtratielioBalmtecd 
Q~ plans on the number ofpersons and children with incomes below the poverty line, and 
estimate the effects these proposals have on the size of the poverty gap -- a measure ofhow short 
of the poverty thresholds a family's income falls..The tables also show the ,eparate effects of the . 
House-and Senate-passed bills welfare bills (wlli<lfi.e<t"al-a"',," 10% M-th~ayrutsirrthe- -=- h. ,-f",: 
-8enattrlnrdg1![ !lInn nnd 1"l%-o~I!'l'"l'~"'_iethe Hj>"::S OOdget rla:nl- andRenate Democratic 
welfare reform alternative, whiehAhe Administratt6'n"tndorsed, The analysis estimates the 
im act on poverty at full implementation, which will be reached in all programs by the year 

2002. ? I!fu ''''' t.1!, ,.;11 .,f W 1003. r..J.J-I-r',.f:r,...JdW _ 2A>, _ ""'>'[}:- 1<:::;11.. 

Huw sllould these results be interpreted? 
'"ft" ", p'li;:llf Ii' \' G"';.' q; ...... 

~ng 1'6verty is impo¥tan"e6oouse it provides an estimate of, 1illd focuses attemion ml, the - CDn-<t.....~ 
...mnnber efpeol'ie who ern 00' even..meeting OOftaiiHninim.aHiving staudaJd3 in-ooF-Natio~.cich-_ ,1 .- , 
.and.u:panding eeeMnlf. Thcrefere.A poverty study complements the distributional analysis-
but it cannot provide as much information. There are several reasons why a distributional 
analysis proVIdes a more -comprebensive picture: 

Estimating the change in the nwnber of people below the poverty line does not 
necessarily provide infonnation on the change in individuals~ wen-being ~~ it only shows 
how many of those currently above the poverty line move below it. For example, n 
measure ofpoverty status cannot show the significant impact of income loss on the 
millions offamilies already below the poverty line. 

Estimating the change in the poverty gap gives some infonnation on how far bc!ow the 
poverty line people's income moves. However. policies that affect those who are 10% to 

15 




but25% above the poverty line will not hilve an appreciable effect on the poverty gap -
win be highlighted by a distribUtiOnal~y.SiS.:---(~;;s.~C!: . ' .. 

- '--t---'- -,-L-/.7k1Ll;';;; ;<-"~ ~A\","
".J",t w .. __~.::::~.~~~.. .,~~ ~•.} . 

There is n commonly agreed~upon way to includcAthe effect of changes in health 
coverage,) .. While the lost health <.:overage is included in the 
distributional analysIs, it is not part of the poverty analysis. J r.t, AI fl...-p ,w\ or. &t., # ... ,~.- ?ff!rt' .I".~ ,.J..,.,J I~I; " "'":: 

~ _ ,,~ p ;U¢H~.[k;f 
SUMMARY OF RESULTS 

~::;:I~h~f ~,;.pw.I-,_pov~.r~ 
n"'!.. wh";' ft- ...(t-IJ be, ~hJ &>' f ,J " /,,,ff~(.

Progress since January J993~ P";.;'rs {.,.: .. J' """'1,{f:.rf ~ Hh,..~ ...f!~ ~ {:...b-", tklw~t~ 

Effect of1993 changes_ The EITC and Food Stamp changes enacted in 1993 had a significant 
impact on low income working families. At full implementation, these changes would move 1.4 
million persons, induding 0.8 million children. out of poverty under the pOSt-tax, post near-cash 
transfer definition ofpoverty. (See the first two columns in the next table,) The current House
and Senate-passed budget plans would repeal significant portions of these improvements. 

ill, the poverty gap for 
lId increase the 
1, with substantial 

:al programs contribute 
lOWS how cuts in the 
~theSenate 

0.8 million children I' t 
n:.. • ;:,t-.L.p'"
uts are Feepenslbk rOr 
lch as in chUd nutrition 
rty line. 

, • '"'{.1 ,.f"j,z.... -- ;'<-'1'1. ;!::; ?] 
- / 

)1,. 


http:1,{f:.rf
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are low ei!s>.gh that be more than offset by continued' 

Any comprehensive plan to balance the budget within the next decade will require spending cuts, 
some of which will affect low-income Americans. In its balanced budget plan, the 
Administration has sought to make sure that cuts and benefits are distributed equitably, 

Throughout the budget and welfare ",fonn debates, the Administration has catled ror measures 
that will maximize the opportunities for families to work their way off welfare and out of 
poverty, and minimize the potential risk to children if they do not. Many ofthese improvements 
were included in the Senate·passed welfare reform bilL Others have been recommended 
repeatedly by the Administration in letters to Congress on weifare reform and budget 
reconciliation. 

The following pQJre~!~:'ges which the Administration has caned for would significantly 
'. decrease the potential impact on children. and increase the prospect that people will lift their 

thmilies out of poverty through work: 

{I... 
A. Maintain and Strengthen Impruvements in....Senate Welfare Reform Bill 

• U,>.)$&..

The Senate adopted a number of bipartisan improvements over the ~e bill that significantly 
increase the prospects for people to leave welfare for work and reduce the risks that children wiH 
be hanned. These include rejecting House provlsionf'tit srock grant child welfare and child 
nutrition programs andjif'mandate the family cap and the cutoffofl.Ulwed teen mothers, and 



.JuJ 
l~adoPting the following measures to promote work and protect children: 

• 	 Child Care. The pove-rty effects of wei fare changes depend in large part on how many 
people get jobs, In particular, welfare reform should provide the child care mothers need 
so they can leave welfare for work. The House bill cuts child care funding. The Senate 
increased child care funfnj by $3 billion over the next five years. But the impact of that 
~rnprove~ent is not ~~s~ ,in this poverty analysis(~ca~~"~;tth~d,;..ar,f..f~:\d~~ ~ _ l-S ? 
mcrease 10 the Sena.te bill expires after the year 2000'A~:ki1ig that mcrease in 'chlld care 
permanent would reduce the poverty impact in two ways: by improving the prospects for 
recipients to leave welfare for work. and by reducing the pressure on states to divert 
money away from benefits in order to pay for child care. 

• 	 Contingency Fund and Maintenance of Effort. Another critical variable is how states 
respond, especially in the event ofan economic downturn that would increase caseloads 
and reduce revenues. The House bill includes an inadequate rainy day Joan fund and no 
requirement for states to maintain their effort. The Senate bill·inc!udes a $1 billion 
contingency grunt fund and an 80% maintenance of effort requirement. The 
Administration has sought to maintain and strengthen these improvements through a 
tightly drawn, pcrmanent maintenance ofeffort provision and a contingency fund with a 
more effective trigger rriechanism and a greater amount of~nds j2:...rt;serve. The 
Administration and eBO project that the current Senate.pro·~ Will run out in a few 
years even with a growing economy. so it should be strengthened to provide states and 
families greater protection in a serious recession. 

• 	 Performance nonuses. For welfare refonn to succeed in moving people from welfare to 
work. states win need to transfonn·the culture of wet fare to reward Sl.lccess instead of 
failure or the status quo. The House blll gives states a perverse incentive to save money 
by throwing people off th~ roUs, and lets them count people as "working" if they were 
simply cut off welfare -- whether or not they have moved into ajob. The Senate added 
performance bonuses for states with successful work programs, but funded them out of 
the overall block grant. Providing additional money for performance bonuses -- rather 
than reducing the block grant to pay them -- would increase the number of people who 
leave welfare for work and reduce the number of children at risk, 

B. Other Improvements in Welfare Reform 

The Administration h~~Jllmended two other improvements to the Senate welfare reform"bill 
that would reduce tll<~mpad of the final legislation on children: 

• 	 Vouchers for Children. The Senate Democratic welfare reform bill. which the 
Administration endorsed, provided vouchers for children whose parents reach the 5~year 
time limit and cannot find work, Requiring or allowing states to provide youchers in the 
amount of ule child's benefit after the time limit would reduce any potential impact by 
ensuring that children receive adequate housing and other necessities, 
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• 	 ChUd support for AFIlC families. Families on welfare currently receive the first $50 of 

child support th~t their absent parents pay, The House and Senate bills. would eliminate 

this provision . 


. , __ fI>.A I!!~ (3.f_J""O./:';_l e.,,L.-f,:;... fr____ 
Co ~.-II be,'.1 ofikMlgel GlR's 

A more balanced deficit reduction plan would lea~cW1drcn much better off than the Housc- and 

Senate-passed budget lanl...li\dopting the Administmt~balancedb~diiCiet'ipitlaniil3~iIlt-~~ 


!mmate three-qu etS of the child poverty effect of1.he House budget plan two-thirds of the 

hild ve ect of the Senate budget pl~ 


C;n particular, the following changes would promote work and protect children: 

• 	 Do not cut the EITe. The House and Senate budget plans not only cut assistance to 

people who cannot find jobs, but also cut the EITC that rewards people who choose work· 

over welfare. As the analysis shows, the BITe changes in 1993 Jed to a significant 

reduction in poverty, while the EITe cuts in the Senate blH could lead to an additional 

500,000 children falling below poverty_ Rewarding work by retaining the current EITC 

wiil give families that go to work a better chance of moving above poverty. 


Cut fewer current SSI recipients from the rolls. [Is this primarily SSI kids or 
immigrant kids?] 

• 	 Moderate Food Stamp euts. The House cuts Food Stamps _ by 2002; the Senate_. 
The House bill puts an inflexible cap on food stamp spending, which could leave working 
families vulner.ble in an economic downturn. Moderating the cuts to the leveI"iR-the-"'7r-,!-.J t.., II-.. 
Administration~ would substantially reduce the poverty effects. 

• 	 Do not block grant Medicaid. While proposed changes in Medicaid do not show up in 
the poverty tables, the distributional analysis points out that they could have dramatic 
impacts on children in low-income families~ far beyond the cuts in AFDC. [Insert 
w atever numbe is.] The Adrninistration~s plan) which rejects a Medicaid block 
grant, achieves a balanced budget in a more equitably way and minimizes the impact on 
children. 
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' ••<'fable 6 

~-THE IMPACT OF WNGkESSIONAOL I'ROl'OSALS ON POVERTY 

Using a Comprdlcnsjve Post-Tax, Post-Transfcr Definition ofIncomc 

Simulates effects of fulllm?!cmcntatioo in 1993 dollars 

~'~"""'.! 

Effect flf 199'3 Changu House Budget Plan Senate Budget Plan Administration 
Budget Plan 

Ent1rc Wdfarc Entire Welfare 
Prior Law CUl'mlt Law P1"" Bit! P1M Bill 

Children Under 18 ~~~ 
Number in Poverty (Mmiolls) H),a ]0,0 12.3 12.1 lL6 11.2 10,6 
Change From Current Law 2.J 2.1 L7 1.2 0' 

Poverty Rate (Percen!) 11 , 14.4 17.6 17.4 16,8 16.2 15.2 

ChMge From CUITeflt Law 3.3 3.0 2.4 1.8 0.8 


Fnmilie:s With Children 

Number in Poverty (Millions) liD 17.0 20.9 20.6 19.9 19.2 18,0 
Change from Curunl Law 3.9 3.7 2.' 2.2 1.0 

Poverty Rale (Percent) 12.6 11.7 14.4 14.3 13.8 13.3 12.4 

Chunge From Current Law 2.7 2.5 2.0 1.5 0.7 


Poverty Gnp (Billions) 17.6 16.2 24.8 24.3 21.5 20.6 17,6 

Change From Current Law '.1 5.3 4.4 1.4 


AU Persons 

Number in Poverty (Millions) 29.5 2&,1 32.6 32.1 31.6 3111 293 

Change from Cumnt Law 45 4.0 )5 2. 1.2 


Po\"erty Rate {Perrent) tlJ 10.8 12.6 12.4 122 lUI 11.3 

Change From Current Law 1.7 1.6 1.3 Ul 0.5 


Poverty Gap (Billions) 43.6 46,8 57.4 56"2 54,0 52.3 48,7 

Change From Current Law 10.6 9.3 72 5.5 1.9 


Now:s: Thl; ('.¢n$U$ Bun:;ru publishes I) fwily ofpoverty ~isties using tilllCml)b"W: deflflitllms ofincome. The defll'llimn oflncome \"l.spJa)'ed 

het¢ Ittellld¢s!he effect orllll:a (i~uding !!ITC). Food SflItnps.. housing pmg:rams,. and $Chool meal programs_ Changes in government-provided 

bcattb wvCT3ie are AOI included. not are lhtn': MY adjlJ$trnel\fl for medieal ooru, 


Somm:: HIlS's micnnlmvlatillll modeJ,1med {ffl data fTOm the Mw:h 1994 CUll'ent Populatioo StlNey, 



Table? -:;: 
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THE IMPACT OF CiN~RES5IONAL PROPOSALS ON POVERTY 

Under The 11Ic-omc Definition Uscd For Official r~verty Statistics 

Simulates effects offull imv1em:nla\lon in 1993 dollll1S 

/?-f-
Effed I)f 1993 Change! 1I000ue Budgel Pb.n St-natt Budget Plan A'dministrat,o ~ 

f Budget Plan 
Eutire Welfare Entire Welfare 

Prior Law Curren! Law Ph", Bill PI", Bill--...-~~~--~ 

Children Under 18 

Number in Poverty (Millions) 15,,$ 155 1M) 16.0 15.8 15 , IS,6 
Change From Current Law 0,5 05 0., OJ Q.O 

Poverty Rate (Percent) 223 22.3 23.1 23.1 22.8 22.8 22.4 

Chnng(; From Current Law 0.7 0.7 0.5 OA 0.1 


Families With Cbildren 

Number ill FQveny (Millions) 26.5 265 215 27.5 21,2 21,2 26Ji 

Change from Curreltt Law 1.0 1.0 0.1 0.6 0.1 


roverty Rale {Percent) 18.3 IU 19.0 19.0 IKg 18.8 18,4 

Ch;mge From Cumn! Low 0,7 0.7 05 0' 0.0 


Poverty Gap (Billions) 41.6 41.6 5<lo. 50.6 47,0 46.9 42.2 

Change Frbm Current Law 9.0 9.0 'A '.3 0.6 


AU Persons 

Number in Poverty (Milliorw) 38.8 38.8 39.9 39.9 39"6 39.6 38.9 

Change From C:.m:cnt Law LI LI 0.9 0.' 0.1 


Poveny Ru.e (Percent) 14,9 14.9 IS.4 lSA 153 IS.2 15.0 

Ch:mgc From Clil"tent Law OA VA 0.3 0.3 0.0 


Poveny Gap (Billions) 76.3 76.3 85.9 85.9 '2.9 8L' 77.1 

Change From Current Law 9.' 9.' 6.' 6.2 0 .• 


Note': The defmiiion used for official poverty ~Ia.lislles counts \\11 ellSb income, bill excludes the elTllc{ of taxes. (and !!Ire), food StampS, 
houstng program>, and other neJl'-ca$h government lI$$lSlance prop:lms. 

Sooru: HH$'s mkro'llmulatioo model. based {In data flom th¢ Man:h 1994 Cum:nt I'Opuilll.ion Survey. 

!II 




Table 8 

Poverty Effect By Program 

Additional Number of Children In Poverty 

Under Alternative Proposals 


In Millions 

Senate Plan 

~~ 

.6 .6 

.2 .2 

.3 .3 

:J. .2 

". ! ". ! 

(f'\ 
~ 


Food St.tmps 

SSt 

AFDC, Other Than Time Limit 

AFDC Time Limit 

OIher Changes (Labor Supply, Child Nutrition) 

EITe 

Total !.2 1.7 

",;:).",JLr/'tL.. 
",I_~, h... . 
r~/(f. 
/k·kL p.!J.lJ. 
17<11.- 'I) 



Sensitivity of Poverty Estimates to Technical Assumptions 

The table On the next page shows how the estimates of the poveny effects of the Senate welfare 
bHl vary under three alternate technical assumptions. 

Estimates of the effects Qfthe cuts in Food Stamps, SSI, and the Earned Income Tax Credit are 
not very sensitive' to technical assumptions. As the last table in the poverty analysis shows, 
much of the poverty effect of the Senate bill results from these cuts, The effects of these cuts 
vary primarily by the population growth and economic assumptions that·underlie the estimate of 
the budget savings·- and Administration and eRO estimates of these savings are similar, 

While a significant portion of poverty changes related to ArDe are a simple function of Federal 
budget cuts. the total AFDC estimate is rather sensitive to alternate assumptions. All the 
sensitivity on the following table results from alternate assumptions related to AFDC changes. 
While the base estimate of the number ofchildren moving below poverty due to AFDC changes 
in the Senate welfare bill is 0.6 million, the modifications in technical assumptions on the table 
couid vary this estimate from 0.3 to 0.8. 

ALTERNATEASSUMPTIONS THAT HAVE BEEN MODELED 

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

,. 	 What effect does a time limit bave on employmellt? The ba,<;e estimate for the Senate 
analysis assumes 40 percent ofparents reaching the time limit find some kind of 
employment. The range ofhours worked and wages received is hased on those ofparentS 
in the National Longitudinal Study of Youth who had been on AFDC far long periods of 
time . 

.The more conservative labor supply column of the table assumes that only 20 percent of 
these parents find jobs. with most of those jobs being part-time. 'This assmnption 
increases the number ofchildren moved below the poverty line by 0.2 million. This 
assumptio!1 is consistent with those eno used to price the welfare bills. However. there 
is no data on which to base an estimate of the number finding employment. No parent 
has ever reached a time limit in any of the State welfare reform waivers that includes a 
time limit. (The dosest correlate that has been studied is the termination ofGeneral 
Assistance in Michigan, and even that comparison would have shortcomings.) 

• 	 WIJat would AFDClook like under current law in 2002 and lOOS? CBO's ba<;eline 
projects slower program growth under current law than the AdmInistration's baseiine 
includes. These types of projections are inexact. Were CBO's program growth 
assumptions incorporated into these estimates, the estimate of the number orchildren 
moved below the poverty line would be 0.2 million fewer. 



i>t;>, _ 
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• 	 WI/at do Slates do "fier lite mandatory time limit? Waiver requests indicate a number of f. 

States will ...vant to end assistance (,;ompleteJy when the time limit ends. Some States. 
however, may choose to pay cash benefits with State funds or provide in~kind vouchers. 
Ifhalf of States provided housing and other vouchers worth the children's Portion of the 
AFDC benefit, the number moved below the poverty line would be 0.1 million smaller. 

ALTERNATEASSUMPTIONS THAT HAVENOT BEEN MODELED 

The AFDe poverty effects are also sensitive to a number of other assumptions for which 
variations have not been modeled, These include: 

• 	 ECOli0111ic Growth and Unemploymellt. An extended period of strong job grov..1h would 
reduce the poverty effects. Since AFDC recipients usually are the Jea'lt likely to find and 
keep jobs during a recessi~n> and the House~passed bill in particular has atmost no 
countercyclical protection. the poverty effects would be greater if unemployment rates 
increased substantially. 

• 	 State funding/or benefits. The base estimate assumes States maintain current State 
funding levels for benefits until recipients reach the time limit, and then use the time Hmtt 
savings to fund work programs and chlld care. Poverty effects would be greater if States 
reduced their funding, and smaller if States increased their funding to offset the loss of 
Federal dollars. 

'. 	 JHarriage antI hlrJ/t rales. Some recent changes in birth rotes ~W such as the sudden 
increase in the late 1980ls ~- were not predicted, and had a tremendous impact on welfare ' 
caseloads. Ifwork-based welfare refonn, tough child support enforcement, and a national 
campaign against teen pregnancy can reduce teen pregnancy> out-or-wedlock births. 
and/or increase marriage rates, the poverty effects will be smaller. If out-of~wediock 
birth rates continue to grow and marriage continues to decline, the poverty effects could 
be greater. 



Table <) 

SENSlTIVrry OF POVERTY ESTIMATES TO TECHNICAL ASSUMPTIONS 

Senate Welfare Bill 


Using a Comprehensive Post-Tax. Post-Transfer Definition oftncome 

Bale Estimate AltermUive Auuml!tions 

Ha!f nfSlluts Provid: Child Elet\efi( VOllcl!m: 
AfttrTime Llmit; eBO Pr.agram Proj«tions; cno Pi'Ojt«wn of Program More ConsefVllll\'~ LabuJ 

OllSe Eslimll!e Labor Supply Assumpoons. GftfWth Uildet Cumru Law ~_',I.P.e!y Effect GfTime Limit 

Children Under 18 

NumOOt in Poverty (Millions} 11.2 lO.t; 11.0 llA 
Olange l:rom Curr~nt Law 1.2 0,9 1.0 lA 

t>ovcrty Rut~ (Per<em) 16.2 t5.7 15.8 loA 

Change From Current Law 1.' LJ lA 2,Q 


Families With Children 

Number in Poverty (Millions) 19,2 18.6 111.7 19.5 
Change From Curr.:nt Law 2,2 1.6 L8 2,5 

Poven}, Rale (Per«:nt) 133 12.8 12,9 13.5 

Chang'C From Currenl Law 1.6 U 1.2 1.8 


Puveny Gap {BiUions} 20.6 - lS,9 19_" 2U} 

Clmnge From Current Law 4A 

.-

2,7 ),' U 


AU Persoos 

Number ill Poverty (Millions) 30.7 30,0 30.2 3l.Q 
Change From Currcnt L[lw 2,6 1.9 2.1 2.9 

P<ww)' RUle (Percent) 11.3 11.6 11.6 1l.9 

Change From Current Law 1.0 lU' 0,' L1 


Poverty Gap {Billions) 52.3 50.7 51.2 ~2.7 


Change From Cum:nt Law 5,5 U 4,4 B 


NQtes~ Th~ Census Bllmlu publidu:s a famlly "r-poverty statisties using a!tematlYf: defmitioos ofinwme. The definition ofjn~(lme displayed here i",:lude1 the dfed 
uflip(~ (il1dudiog EITq. Food Stamps. housing programs, AIlS school mea) prngrllmS. Changes!o SQvemmt1\tl'rovided heulth coverage js oot included. oot Ilti: ikrc 
any ruijuslrncms formediclli coon. 

50lJ«:e: lUIS's mkwsimulalkm model. based 00 data from lhc i\-£areh 1994 Cmrnnl: f>opu!tllion SLlrvey_ 

• 
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• Methodology 

RANKING HOUSEHOLDS AND DEFINITIPNS OF INCOME 

Ranking House/talds. There are two types of distributional analysis included in this document 
Tables that include tax analysis are based on Family Economic lncorne, and are not adjusted for 
family size. Tables that focus on spending cuts affecting families with cbildren are based on 
Adjusted Family Income, similar to analysis CBO has done;n the past Tables based on FE! and 
AFI should not be added together, ,ince they 00 not rank families in the same way. An FEI 
quintile table includes 20% of all households in each quintile. and ranks them by the absolute 
dollar level of income. An AFI table ranks households by their income as a percent oflbe 
poverty threshold for a family of that size. Since it adjusts for family size, it also pl.ces 20'10 of 
persons into each quintile. rather than 200/0 of households. In addition, the definitions of income 
are not identical. . 

Family Economic Income (FEI). Family Economic Income is a broad~based concept. FEI is 
constructed by adding to AGI unreported and underreported income; IRA and Keogh 
deductions; nontaxable transfer payments such as Social Security and AFDC; employer
provided fringe benefits~ inside build-up on pensions. IRA's, Keoghs, and life insurance; tax
exempt interest~ and imputed rent on owner-occupied housing, Capital gains are computed on 
an accrual basis. adjusted for inflation to the extent reliable data allow, Inflationary losses of 
lenders are subtracted and gains ofborrowers are added, There is also an adjusunent for 
accelerated depreciation of noncorporate businesses. FEI is shown on a family rather than a tax: 
return basis. The ecOnomic incomes. of all members of a family unit are added to arrive at the 
family's economic income used in the distributions. 

Atljustctlfamily income (AFl). Adjusted family income is derived by dividing family income 
(after-tax cash income plus food, housing, school lunch, and other near-cash assistance provided 
by the government) by the poverty level for the appropriate family size. 

MODEUNG OF TAX CHANGES· 

The change in Federal taxes j's estimated at 1996 income levels but assuming funy phased in law 
and long-run behavior. The effect of the back-loaded IRA (ASDA) proposal is measured as the 
present value of tax savings on one year's contributions, The effect of the prospective capital 
gains indexing proposal is the fully phased in tax savings, multiplied by the ratio of the sum of 
the present value ofprospective capital gains indexing over 17 years to the sum of the present 
value of fully phased in indexing over 17 years, holding realizations constant The effect on tax 
burdens of the proposed capital gains exclusion and prospective indexing are based on the level 
of capital gains realizations under current law. Provisions which expire before the end of the 
budget period and provisions which affect the timing of tax payments'but not liabilities are not 
distributed. The incidence assumptions for tax changes is the same as for current law taxes. 
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This analysis estimates the impact ofH.R, 4. the reconciliatIon bill. and appropn 
passed by the House and Senate, .Provisions orH.R- 4 that are analyzed include the A -k 
grant and benefit prohibitions, and changes to the SS! and Food Stamp progranis. ..' .....~ 
Reconciliation actions that are analyzed include changes to housing assistance, Medicare, and 
Medicaid. A detailed list of the provisions that are included begins on the following page. The 
analysis also estimates the impact of pollcy proposals that are included in the Administration's 
budget which include changes to SS! eligibility for children, Food Stamp program changes, 
immigrant provisions and Medicaid proposals. 

MODEUNG OFSPENDING CUTS 

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

.As with most studies this compJex involving numerous assumptions, It can be argued that some 
aspects of the assumptions overstate and others understate the impacts of the proposals. These 
estimates attempt to pro,":ide an accurate picture of the impact of the proposals on income. The 
go.l of the study was to undertake a balanced analysis which would yield a credible as well as a 
relatively conservative estimate. Several factors and decisions have contributed to what) on 
balance. is a reasonable estimate. First, as described above not all provisions are modeled, 
Second, the data do not identify all persons who would potentially be affected by the program 
cuts. For example, we assumed that none of the Medicare provider cuts affect beneficiaries, the 
estimate of the number of non-citizens affected is lower than Administration or CBO estimates. 
and the study assumes that no states implement the option to block grant food stamps. These 
estimates do account for interactions between proposals. 

Furthennore, the model makes relatively conservative assumptions regarding state maintenance 
of effort in the. AFDC and Medicaid programs and the labor supply response ofpersons who lose 
AFDC benefits. The study assumes that states do not reduce state spending in response to the 
block granting of AFDC Instead, it is assumed that states, at first, follow the Federal lead and 
keep benefits, on average, at the 1994 level, implicit in the block grant. The study assumes that 
later they reduce benefits and child care subsidies only enough to offset the decline in Federal 
dollars, while accounting for the savings re,ulting from the reduction in case10ad and benefits 
from other provisions, Under the Medicaid block grant, state funds would be matched up to a 
Federal cap. The study assumes that states would spend only enough to receive their full Federal 
allotment (this assumption only affects the estimate of the value of health benefits and does not 
affect the poverty rates). Some states might actually increase their level of effort after a block 
grant. However, it is likely that the aggregate state maintenance of effort will decrease over 
time. 

The study also incorporates a labor supply response to the time limit. For estimating the effects 
of the IlDuse proposal, the labor supply response (i.e. the subsequent work effort of persons who 
Jose benefits) assumes that 20 percent creases denied AFDC because of the time limit win go to 
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'work part*time at a wage rate equal to the median wage of women w formerly received AFDC 
and then went to work. These assumptions are based the limited skills ork experience, 
low scores on tests of aptitude, and chronic health ahd other problems of these lOr>Sdtenn--
recipients. 

The Senate assumptions'are based on the work of academic researchers and the work efforts of 
single mothers who don' t receive AFDe hut have similar characteristics. The study estimates 
that more than 40 percent of long~term wellare recipients will work at least part~time when they 
lose MDC benefits due to the time limil The average earnings for all recipients, including 

. 	those with no earnings, would be $4,700 per year, and the highest ten percent would eam an 
average of $24,500 per year. Given the limited skills and work experience, low scores on tests 
of aptitude. and chronic health and other problems of these Jong-tenn recipients~ these 
assumptions Rf:ils~ikeJ:rto'be optimistic, 

;""'J . 	 . 
The overall estimates in this analysis were obtained using the Department ofHealth and Human 
Services' TRIM microsimulation model. TRIM: (for 1ransfer Income Model) is based on a 
nationally-representative sample of the non....institutionaHzed U.S. population, the March 
Supplement of the Current Population Survey. This survey of about 60,000 households is 
conducted monthly by the Census Bure.u and the Bureau of Labor Statistics. Using the survey 
data., TRIM Computes income,. benefits, and taxes for each person under current law. then 
aggregates these individual amounts for U.S. totals. These current law totals can then be 
compared to similarly comput~d estimates for the alternative policies contained in the 
Congressional proposals. 

The tables that show impacts by income quintile and family type use a definition of income 
similar to that of the Census Bureau in calculating the official poverty coun~ but the definition 
captures more fuUy the effects 9f government policies, For these tables~ most cash and near.. 
cash income as well as taxes are counted when determining income. That is. this definition of 
income counts aU cash income as the Census does, but adds the value of food stamps, s~ool 
lunches, th. Earned Income Tax Credit (EITC), and housing assistance and deducts from income 
the employee portion of Social Security (FICA) and federal income taxes. 

The tables compare the impact of the House and Senate Republican plans with current law and 
show. single-year impact of the proposals as if they were fully implemented in 1996 dollars. 
The roHowing proposals were included in each analysis: 

Ana!)!scs ofthe House Passed H.lt 4 

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

for both Federal and state reductions 
• Impose a 5-year lifetime )imit on MDe receipt, with a 10% hardship exemption 
• Eliminate the $50 child support pass·through 
• Deny cash benefits to parents younger than age 18 with children born out~of~wedrock 
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• Deny benefits for children born or conceived while the mother recei AFDe 

SSI 
• Deny benefits to non~citizens, with certain exemptions 
• Deny cash SSI Disability benefits to non~institutionallzed children. with some exceptions 

Food Stamps 
• Deny benefits to non~citizeris, with certain exemptions 
• Limit the annual benefit increase to 2% per year 
• Freeze the standard deduction at 1995 levels 
• Reduce and freeze the excess shelter expense deduction at 1995 levels, 
• Count state and local energy assistance as income when determining eligibility and benefits 
• Require single~ childless adults to participate in work or training after 3 months of receipt 
• Eliminate indexing of $10 minimum benefit for small households 

Child Support 
• Increase paternity, increase the establishment of support awards1 and increase collections 

Nutrition Programs 
• Establish a school nutrition block grant at reduced funding levels 
• Combine CACFP, WIC, and Summer Food into a single bl~ck grant at reduce funding 

. Analyses 0/ROllse Actions 

Includes all the provisions of H.IL· 4 above plus: 

Hous;ng 
• Impose a minimum rent of $50 
• Increase the proportion of income paid for rent from 30% to 32% for Section 8 
• Reduce the Fair Market Rent from the 45th percentile rent to the 40th percentile rent 
• Eliminate new Section 8 certificates 

Medicare 
• 	 Increase Part B premiums from 25% of program costs to 31.S% of program costs for aU 

beneficiaries, except increase them to 100% ofprogram costs for single beneficiaries 
with income over SIOO,OOO and couples over $150,000 and increase them linearly 
from 3 L5% to 100% ofprogram costs for singles between $75,000 and S100,000 and 
couples between $100,000 and $150,000 

• Reduce managed care benefits for beneficiaries currently enrolled in HMOs 

-4



g to save $182 billion 
Medicaid 
• 	 Eliminate entitlement and establish a block grant at reduced spen . 

between 1996 and 2002 

Other Actions 
• Eliminate the Low-Income Home Energy Assistance progrnm (LlHEAP) 
• Increase Federal employee contributions to pension funds 
• Reduce the pension benefits of future Federal retirees 
• Limit government contributions for Federal health benefits 
• 	 Reduce direct payments to .fanners and cap total acreage in the Conservation Reserve 

Program 

Anaryses ofSenale Passed 1l.R 4 

AFDC 
• Limit participation and benefits of non~~itjzens. with certain exemptions 
• 	 Combine AFDe and related programs into a block grant and reduce spending, accounting 

for both Federal and state reductions 
• Impose a 5-year lifetime limit on AFDe receipt, with a 20% hardship exemption 
• Eliminate the 550 child support pass-through 

S51 
• Deny benefits to non-citizens, including current recipients. with certain ex.emptions 
.• Restrict SSI Disability benefits to children meeting the medica1listings 

Food Stamp' 
• Limit participation and benefits of non-citizens, with certain exemptions 
• Reduce and freeze the standard deduction 
• ,Count all energy assistance received as income when determining eligibility and benefits 
• Reduce the maximum benefit 
.. Require children 21 and younger in the household to me with parents 
• .Require single, .childless adults to participate in work or training after 6 months of receipt 
• Eliminate indexing of $10 minimum benefit for small bouseholds 

Child Support 	 .. 
• Increase paternity. increase the establishment of support awards, and increase coHections 

Nutrition Programs 
• Round down reimbursement rates and delay indexation 
• Implement a two-tier means-test for benefits in family day care homes. 

• 

. . ..-5 
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Ana{vses 0/Senate Actions eRAFT 
Includes all the provisions of the Senate passed HK 4 above plus: 

Food Stamps 
• Reduce and freeze the standard deduction further than in HK 4 

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

:Medicare 
• Increase Part B premium to $89 in 2002 
• 	 Set income-related threshold for premiums to S50,000 for individuals and SIOO,OOO for 

couples; premium hits 100% of program costs for individuals at SIOO,OOO and for 
couples at $150,000 

• Increase the Part B deductible to 5210 in 2002 
• Reduce managed care benefits for beneficiaries currently enrolled in HMOs 

Medicaid 
• 	 Eliminate entitlement and establish a block grant at reduced spending to save $IH2 billion 

between 1996 and 2002 

Other Actions 
• Reduce funding for the Low-Income Home Energy Assistance program (LlHEAP) 
• Increase Federat employee contributions to pension funds 
• Delay the cost~of:living adjustment of Federal retirees 
• 	 Reduce direct payments to farmers and cap total acreage in the Conservation Reserve 

Program 

Ana{y'scs 0 dministration's Budget 

SSI 
• 	 Restrict SSI chi! isability benefits for new applicants to those meeting the medical 

listings 

Food SL,mps 
• Set the maximum allotment eq I to the cost of the Thrifty Food Plan 
• Count all energy assistance receiv as income when detennining eligibility and benefits 
• Require children under age 18 in the usehold to file with parents 
• Eliminate indexing of $1 0 minimum be 
• Reduce the standard deduction in 1996 an 91~ resume indexing in 1998 
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Child and Adult C.r~l(eeding Program (CACFP) Subsidies. 
• 	 Reimburse meals serv d in Family Day Care in designated low-income areas to 'Jdren 

below 185 percent of p verty applying for benefits, and to children in homes operate<l1ry-&...J 
low-income provider at rrent law tier 1 rates 

• .Implement a two-tier me ~test for benefits in family day care homes. 

Immigrant Provisions 
• 	 Extend sponsor deeming perio under the S81, AFDC, and Food Stamp programs 
.. 	 Establisn a 4Itwo-tier" deeming p Hcy under ssr, AFDe. and food stamps 
• 	 Sponsored immigrants whose spa ors' income exceeded the median family income would 

continue to be subject to deeming u til the immigrant became a U.S. citizen 
• 	 Deeming rule changes are applied p spectively; current recipients would maintain 

eligibility as long as they remained co .nuously eligible 
• 	 Eliminate "PRUCOL" eligibility and re lace with specific immigration status requirements 

for AFDC, SSl, and Medicaid eligibility; pply this policy prospectively to new applicants 
only. 

Medicare 
• 	 Reduce provider payments 

:Medicaid 
• Medkaid provisions result in a 5.4 percent reductio 



, 5346 vote, that would have sc:aled bac:t pl._, "Rockjng Ho,,", to RooIdng Cbair: GOP Bods,t Will 
Hurt Amcric:ana of All Age.." (Among thcI apending reductioOJ'" Medicare to $8!) billion. 

"reeomiliatioD" bill before tbC'HoUIC and ,. proposed. by the GOP are 110 billion in ItUdent loans.) 

, centerpiece of RcpubHcan,' effort to ,:t>a1ance the As DMchle and Gcphardt spOke. supporters satbered around 
,mieh until DOW bas been wBgcd piccemcal through in a semiw.eircle ho~ up signs that said. for example, that 

13 4DJluai ~pprnpriJtiODB bills. However, speDding cU\J io 'OOP, stand! for :'gct old people." A teeond protest sign 

,$C m.easures'do not affect federal entitlements suc:h lUI demanded the pre$Crva~on of the Arctic NatiOnal Wildlife 
edic:a.re and welfue. which autOmatic:aliy'provide benefits for Relit!!" in AlaW '''birthins smund of Iht P"",upimt oaribou 

nyonc who qualifies. Entitlement spwd.in.s ean be conttOUcd herd" whioh the Republicans would open to oil drill.iog. 
nly through changes in the programs' structure, and that is t,be Another sign read, in part: "No New Taxes; No Newt Axe.... 

heart of the reconciliation bill, '}"he bill inoorpomtes several .' referenlilc ta the Democratic contention ~t tbtI Republican ' 
measures auc.edy ..pproved by the HOUM. inCluding legialation Medicare TCdUCtiOM are designed largely to pay for a Sl4S .' 

to cut $270 billion from the growth of Medioare.. wruch was billiot:l tax cut . ' 
approvcd by thc'House ialt week and welfare refonn platu (Optional .dd end) , 

approved earlier thi$ year. "So.metimcll rcvolutiOllJ clainl million; of livest· OcphAn1t 
(Optional add end) thUl'ldcred in the brilliaot sunlight 4. toumts walked by with . 

The bill'J tax provisions are: It mnarbblc mon~t to bow ~ical exptC,sions, " '. 

mm:h the terms of fiscal debate have changed sinee . But Republicans were, not abOut to be ont-tiWlOuvered on 

Republiuns took control o:f Congress, In thit bill, unlike past style or substance. " 

defic:it reduction efforts, Rt:publicarul not only ret'uscd to , A' ama1l mo,b of GOP repte$eDtativcs and aeruiton .ascmb1cd 

consider 1AX~,mte inercascs~ they insisted on tax c:ub for, early in the 'moming to, announce y'ct another good deed for 
busincnu and individuala, ' seniors. They promised enactment thill year of legislation to 

However. the bill .110 would increuc the tax bu:r4cn on allow working SolillM Seourity rcc:ipienu: to keep more of tbeir 
many warkinS e'lass families bcc::ause it would ,ule back the carnings. _ 

, , 

E.amed Income Tax Credit. Which gOC1l to familictl earning up '"For every $3 they C:JU'Il over the Sll.l60 limit, thq 10te $1 
to about $2',000 to help keep them from falling intO poverty, in Social StlQurity benefits," t\tmed SOil. John McCain. R-Ariz. 

Al:mQst edipsed by those propoasls arc scores of other "This earnings Cap is a serious threat to tho 'MI!lt~iog of I()W~ 

provisions that. At another time, would be oonsidered major . or fixed~incoine senior citizens," he said. 1'ho GOP would raise 
policy c:hangcs, The bill would eliminate: an entire student loan tho limit to $30,000 over 4: scven~year pCtiod. - , 
program; establish new tax breaks to ellClOUtago ..vinas for ' "This is a defming~" between RcpUbIicam and 

. ' medical expenses;. overhaul and ri:dooe fcderal housing ~rats. said Rep. Tillie Fowler. R~Fla. • 
< ' ? 

mbsidics; require federa! employ-ees to contribute more ~d 
their rttirtm'ont fundi; consolidate, severn) foreign polioy 
agencio. including the Agency for International Dovelopment; 
and open Alaska's Arctic National Wildijto Refuge to oU' and SCUlly; Senat. Welfare BIU Harmful to Many 
gas drilling, Clinton h.u Rid lb. oil..mniDg provioion alone' Child ..... By E1habeth Shaven- (e) 1m. Los 
would be euough for him to veto the' entire budget • ,Ao:eles Tim_, '. ,
reconciliation bill, . ~. . " WASHINGTON A ~ _ ... ..if_ pleD aw">..a 

.,~" . 
' 'by 1M s...t<' arulembm..d by Pn>oldonl C1iatonwould puIb 

'lU'l estimated 1.1 million American ch.ild.n:n uito poverty .Cd 
, ' ' _e'.....utkm. wono !Or ohildren aiready UDder the poverty

EVft'1 Cau", Has a Champion 00 'Capitol HID, line. accardin!! In • Clin10n _lion anaIylda _ ' 
(Wuhnj By Edwin Ch..,- «)1995. Los Ancel.. ,..Jeucd '" the j>ub!ie, ' " 
Times>=' . . " ··The White House'rCceiv04 the trudy. conduoted by tho . 

WASHINOTON Never befon:,'perhaps. have so many , . Deparu:nent of Health' and Human Services. befm 'Clint:on ' 
herocJ championed so many causes aU tilt once. signaled that be Would 'not veto any final welfaro J:nOaSllRi tb&t 

As the HoWIe nca.rH a. ebowdown vote l'hundey Oli • , 10(1b lib the S;enatc p6ekage. SinGe thc,n. tho ftitdinp haw 
maaivo GOP budget measme. members of CongioI! .seemed to ,bCeD carefully guatdcd,-by the ~ House: Cor fear it would . 
hut at ovcty 1Uni. indoon and out. ..1t-riPtoously del'cnWna, '..n'" badly on the pmoldont if uwUo pu!ili<>. nccardin(! to 
the in~1U of a d.iuying amy of olaimod ooimitu.enoiCa: . .IO\UW* in,tbo &dm.mistruion involvod with 'mI~ ~onn. . 
senior citizcnJ. college ItUdents,. hmi·worting midd.!e-clus '-A copy ofthe_amlysis stamped with the wont .,draft'" 
stiff.. the unempJoyed uruim:lau:. helpleu iDf'anu eva ,the- and dated Sept. 14 wu made avall4b1e to tho Loa ADgelot 
A1ub. porcupiM caribon; " TUncs, tt Ihows fhat tho ScmtO: meo.sure, whieA iJ not ' 

SbamtlcJaly. in DOD.Itop ntrM confCl1:l'DCCS and', . quite u tough III a competing House welt'aro refotm bin. . 
JPC*lh-makin8. enlM:ncd by colorful ehartI aU.d oCc8aKmlllly .. wou14 ~tc IUIW baNsh,ipa (1). many children.., 
imagiDativo propa.. Republi~ arid I>emoc:rats: vied for the, ' .The Senate ·measure, which pasted 87.12 with broad 
limeUgh~ .,..-Iing themscl.., .. lb. g...... _.on of iliparu,an approval; would end 1M 6O-yeu federal 
the elderly. the young. the di~ the unborn while: ' iuarantco of cash, U!ristance' to poor mothers With children 
portrayiDa the opposition as dutardty cowards ~ to ,and give'statn Iump.sUm block IfSDU to erNte their OWQ 

I.vel wilb Iht """Ii<, ' ' ~ Federal spendiDgwould be _ for n.. }'<1m. 
The: oamivol atmotphere and heated rbetorio 8howed how secipionta W(lwd be required to work .ft4r two yean wi 

wffu;wi. .1 (OWl b, iu fl'iliti.;$ w iU...iN'Who y(,1:Uf bue ali)' is. would be limitccflO tivc yc~ of assUtanco in .' litcti.ml!:.' 
TIm waf upeoiaJly the cue whee it came to Ameriea'. '''The ",verity'of the impact of (the SeDate welfare bill) on 

seniors. ,', '. " , , poor fiuniliN: C)Ul~ the' deieriorJtlnt~ Iituation ' 
All ),e(lt. U!c overan:bintrpoiat of oontention in the battle of , for theM ~s," acccm:ling to the anaIyaia.', , 

the blJd8et .... boI:en tho Rcpublicam:t aovcn-ycar pIao to wrina: At the tint official meeting ttiia week of tho joint 
$270 billion in' s.vlnp from MediCMO.1vgel), by reduoing the' H~St:noto ~mmiUee that will reOonouc tho diffcrenoo 
um:W.l nttc of growth in spending from 10 petcmt tD 6.S bctwcIC'D each chamber'. refonn package. Sen, Daniel Patrick 
percent, Moynilwn, O-N.Y,. who _1M _ ......... 

Even though that tnelI.M aD mcfClMC in tho annual per«pita ch.utiMId the admini$tratiou fOr refusing 10 rctc:a.o its 
spending from the cl.tl'mlt «.800,00 16.100; ~t! have . aimlYlit: even to Democrats on Capitol Hill. ' 
dossedJy characterized them at cuts beGauae of the inereuing , '"}ffiS bal done,a report of tho Senate bill on the 
.umben of pooplc who will So intn !he pro_, ' impaet on children. but the White House wilt not relcue: 

Little _then Iha~ when Sen, Tom o-hlc. O·S,O, it," MoynibJln said. "ThOle involved will take this 
and Rep.,Richard A Gcpbardt. D-Mo" leaders of the diapce to the Pve., The dUldren alone 1ft imloe:eat... 
congrcnioual ~ts, appeared at an outdoor raU)' ,Moynihan and otheT Democratic: member1 of tho commiueo 
Thursday. they deplOYM a rocking hone and a rocking chair wrote to Alice RivUn. dit'cctor of the administratiou'. 
lIS props to drive home their point. ' 'Office ~f.Mana8ement and Budget, on Thursday requesting 

For those slow on the uptake, there WIlS this: aeeompanyiog any rt:levani analy.is of the welfanl bin •. They aid they 

http:analy.is
http:litcti.ml
http:edic:a.re


" .., • _did ~ ado "meet the Protidcnt" obj~ve of emminS - D~Md,. who Complained earliei that ~,~,weie_too~ , 

that Welfare reform not ptmish' obildren." All ' broad. went along with ~ o:teVe aftbr D'Anul~, ~,to:,-

.' administration ofItcial' uid that ~MB would reply: limit the do:cument requests.- But they said ~ fD4)ve 'Wll" • 


Asked about the 4Dltysis obtained by The Times,' urtneCtlssary and overly dramatic because ~ of tho 

administration offioial. said then: was no effort to material already had been furniahod., ' ., 

cQIlCeal the aaseument. "1 do not know of anytb:iIi& 'ihat D'Amato said the subpoenas. would underscore 140 

wa, ooo.sidercd to be in fmd fonn that the White,House hu im~ oftuming over aU nlcwant documcnu, Whito 

refuseq to allow to come out," said LaWRDCe HaaS. ' . Housc:'aido Bruce Lindsay',bad subUuttcd 1.000 paaes ()f, ' 

sp¢kesman for OMB. 'J documenta earlier this week. bringing 10 8,500 pesos of 


An: administration official III the Depart:ment of HeJllth ~. materiaJ mad)' provided by the White HoU/Je. 
,Human Sermes familiu with the analysis tAid! ,·It's a very' Approved by a UIlJUlimous voice votcl, tho trubpoeua1 covett" 
preliminary look at some of the policies in the Senate: ~ill." financial reoord.» from:Presidcnt and Mrt.,Clinton', fOllDCf' 

.The official, who spoke on the eondition of anonymity. accountant who bandItid their investment in an' Arkansas ' 

added that it WIlS oompleted before the final passaie of rea1estate develOpment named Whitewater, I1S welt as 

tM welfare JM8JiUte and doe. not reflect thc jut doouments bC:ld by Betsay Wrisht.. lonpme'uidc whil¢ 

amendment. whiCh added money 10 pay for child oaJt for ¢linron was governor. ' '., 

welfare recipients and increaMld the number of welfare In addition, the- committee is'SMking materials dealing. 

I'(tCcipietu, who can be ex:emp~ tNm the fivo"'Yeat timo limit, with the Resolution TruJt CoIp/s investigation into '.

Budget analysts said that llmendn1c:nt wOuld alter the ," Madison Guamlty S4vings &- Loan of Little ~ 'a fum 

fIndings only tnafginaUy, linked to Whitewater Development Co •• and~'of " 


(Optional add cnd) Jon8.-distatroe telephone calls from the'White House to 

Acc:ording to the a4minimbon anaJysis."in addition A.rkansu in the Clinton adminimation's rm,yen. . 


to pushins l.1 ~UOIl more ~bUchen into poVerty' ,Next wt«'s witnclUlClil Williams and Themalea am· 

incrcaamg the'poverty rate fur clilldrell un4t:r 18 trom eXpeoted to be • .ad about convcnationa \yitll tlta rust 

14.S PCfC:Cnt to 16 ~cnt the Senate meal!l'l.Jte would also lady houn befon: thCllwW'hiic House ocnn\lel Bc.mard 

fonlc harder times on children already living in poverty. "Nussbaum refused to let law enfol'U'oicnt offioiAbj examiM 


For this study, children WCre eonsidered poor if their :- the files of his deputy, Vincent FOSlc:r Jr,. after ' ... 

,families' incomes iMhiding the value of foodstamps. Foster's suicide in July t993. Foster's files inclucled ' .'~~,:: 

. housing' subsidies., schoollu:ncnet and tho earImd income ' personal rmaneial recorda Oof the Clintons. . ": :i-'" . 

'tax credit wete below 1ho PQverty line: For a family of .D-Aamto haS said he 'wants to dtrumninC if Mis. Clinton 

three the poverty line is about $12.000 a year. ' ~stcd White House offroials tQ keep police away £rom, 

AA:loording tQ the aDalysis. the extent of the C:hanso is 'FoatM'i records on July'22. 1993. " .;'~<'::'>::.' ~,"." 
reflected in a mea!l1.irCmefrt' of tho ~'povony gap' tho' " ,\Yh1lCWllter wu a failed A.rbnsas real csta,~.proj=t ,'" 
amount n~ to raise peOple below the ~ line' to jointly owned by lhc Clintons and James'McDOugal. who also, 

. the.povorty·tm.· u_ the pion. tho I!"P for famiii.. . ownodM'adi",. 0u8nu>ty Saving> & Loan; an Arlwuu thrift 
. with obildtm would _ from $16 billion to SZO . .tbat wu Kizcd by federal RgUla_ in 1989,. " .;.~.... ' ~<i. ,.. 

billion. or.ZSpe....t.. .In<wmisa-'''looIrins into whether fedomlJY. insUred" .. ,..o' , ••• ,. ..' • 

Io recent weeD.' _or·.dminUtm~ official," _" " dcpNits &om Madi.on .wefO'liphoncd off ~ :wmtowaw' " 
reputedly told the Timall that,no BUOh 4naJ),. ~:, ·,·.to bement Clinton's 1984 gUbcmatonal'carftP.iip/They arc :." .-;::: 
On TueldSy, one HHS otrww acknowledged that the ,alto uiVCJtigating tho soicidc·ofFOJtef. "<"~~~~':rt';;/;~'~i"":,--_.'-,,,:
administration had bep an _ssment but intemlp1ed it. . ." , ' " :;~'--:'I:~:~""';~: (l,';"'... 

wo:O: =:;:;!u7r~:'b~~"tho~ , " ,..' .: ~ .' ,',>::;:~:;i~1:~::J:l;~~:;/'; 

welfare reform bill;the White House has ,boon silo1\-t about , . _ , ,~~.·1:,:,-.- 7' 

it.. impaot on poor Wvmcn and ehildren,'The adminiatrati<m Clinton to SiID' BUI TIIat Keeps StilT lleatendQl 

had ~ ";'tailed ...Iy... of the 110........... before 
 . for f::ra<k By David G. SavaaeandPaul Rlmter 
and Af\er,p8lHge. «nd Oof the originai Senate l~' ' Y'-- A ••- Ti '.. ... ',_"c", ~~ ,..... "I.... mes. ".. .......x..· ... · .. .

befme it wall amended on. the floor.,' :,. ;. _, :" , 

•.' WASl!lNOtON oD. ""ok _ PrCaw,;.; cllii...; decried 
The White li()uso on Monqay mca:1Cd a dotailed ., 

" ~ "dispiopottionat:e perceDtA8C" ofyoq bLftok: ~ping tostatc<oby-state report of the impact on -children of the . 
prison. he hat decided to sign. into law a bill tI:iat' m&int.aim theRePublican Budget wts that avoided anY mention of Senate: 
UIlUmlly .u.ff pri.lIOn SI!:tIteni:ea for those who ani caught with . welfare bill, " 
~ amounts o~ craek coca.inc. • ' <::,~ ::,.' , .- ,.'~sident ~n.' in bij: radio address sept 16, ' 

congratulated the Senate for sbow:U:i; "wUdoin and " ,~ , 

.. Tho "'i!PIati.n blocb • movo by tho u.s. s.n..o.ina.. .." 
> 

,Commiuion to equalize' the prilOn,tonnJI: for'Yiolationl
counp" in rejecting BOI1'le Clt the tougitef pnMslont in ' 

involving omck and powdered oOOaine. \Yhile'~ ap.
the H..... plan. H. aid the ...... btnui!ht tho ....t.y 

: oftbosc prosecuted for crack are b1ac:k., powdered cocaUu;
"within mildng dis1aru>e .f .....fonning tho ""If... _." is ua:ed more by whites. . ' 

A letter fNm Rivlin to the membcrs.'Qfthc aOusc~SonaIO 
Spcak:.e:n at lut week's Million Mat Mamh blamed welriue conference ~ttee. said the White H,9WIC will ~ 

raoially biued fo"""" dius laws for filliag up thewelcome a fitlal n:teI:S1lI'e tb.at reflects tM .. bipartisan 
nation's prisons. The Coogreuiooal'Black Ca:ucUs told 

common ground" ~ 'm the Senate~, " 
Clinton this \WIck thfU lb.#! dn'gw)\"w isme m..ub tho "fint 
tG$l~ o{whetber the administration wants to end 1'Ileian 
in Chc aiminaJ j~ce S}'Stem- , . . '." 

Currently undet t'edcra1law. penOm whc;'arc,~~
Whit_ater Committee ·Issu .. 4' Suhpoen .... for 

~th just S grams of muk must be sentenced to fivo yean
D.o<uments By Robert L. J ......n~· (0) 1995; Los ," in prison. but it takc:s SOO graait of powdered cocaine to 
Anaeies Times=- get the same rt ..... year serrtuoe, 
. WASHINGTON Tbe'Republiean-<:ontrolled SMate . , Whi~ HoUse aides lIy Clinton will preserve the hanher 
Whitewater Committee. with the grudging approval of penaltiu fOT oraak cooaine because be bcl~ it take, a 
Democrats. voted 'I'hursday to is!lUe 49 subpoenas for, greater toll,on oomn1wrltieli tbrQugb violence and png activity. 
dOCUlOelm: belonging tOo the ,White House. federal regulatory However, at 1ho tame tUp.c Clintott sigm t1le bill into ft, 
agencies and potemial witnesses in the Wltitcweter affair,' . he will emphasize he _ it. provision eaIIins for further 

Sen, AlfollllC M. D'Amato~ R-N.Y.; the chaimmn, Illid the study to see whether senterwes for cmtck cocaine should bel 
materials would be wed in the next phalte of the panel's adjusted downw.m. 

hearings to start early ne~ month. The committee plau to Aides Illy Cliitton may quietly sign the bill into law u early 

recaU Hillary Rodh&tn Clinton'. chief Clf staff, Margaret ,as Friday, " 

Williams, and Mrs, Clinton's close friend Susan Thomases to "Thi. is a. total political oan on their part," Illid an ofilOial ' . 
testify next Thursday, D'Amato announced. witb the Sentenoing Commission'. "They are not going to do 

I.:lemocrau on the panelled by Sen, Pau1.S. SarbanCII. any~ that will make ,the president look bad on the ,?rimo ' 

' .. 
.' ,,' -'- ;~~"; , .:' 
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TABLE 6 -POVERTY RATES BY fAMILY TYPE, 1982-91, ANO PERCENTAGE OF FAMIUES ANO UNRElATED INDIVIDUALS BY RAnD OF rOTAllNCOME TO 
POVERTY THRESHOLD, 1991 1,2 

""tty rat~ 1982-91 Percentage dislribtitions by ratio of tOl;ll inrome 10 
poverty thr"'o~, 199! 1991 

tota! (in
0,50 1.00 !.25 1.50 2.00 3.00 thou1981 1983 1985 lSi6 lSi)R ISig 1985 1990 1991 Under to to to to to and sands)0.50 0,99 1.24 1.49 L99 2,99 over 

Tolal, 
Families '"'''''''''''''''''''''''''''''',..,''' 12,5 12,6 11.6 11.2 110 lOa 10,6 11.1 11,8 4,8 7.1 3.8 4.2 9,0 18.7 52.4 67,841 
Unrelaled individuals .,,"",.,,""""'" 23.1 23,4 214 21.6 20A 20,6 19,2 20.7 . 2Ll 7.5 116 ),4 6.9 11.5 17.9 35,2, 36,845 

No members age 65 or over, 
Families """""'"'''''''' "'" "..,,"""'"'' ''''''',... 115 12.7 12.3 11.9 11.6 11,5 12,2 13,0 5.5 7,6 3.7 3.9 8.3 17.5 53.5 54,906 
Unrelaled individuals.."""""".""", 21.4 22.1 19,8 20.2 19.1 19.3 18.1 19.1 19.6 9.1 10.6 5,0 5,8 9.9 183 41.4 26.006 ~ 

Any member age 65 or over, 
famil~s,,,,..,,,,,,,..,,,,,,,,,..,,,,,..,,,..,.., 9,0 8.8 7.1 6,g 7.2 6.9 6 .• 6,4 6.7 1.& 4,9 4J 5 .• 11.1 23.7 47.6 12,9l6 0:; '" 
Unrelated indi~duals ...................." 27, I 26,5 25,6 25.1 23.9 24.1 22.0 24.7 24.9 3J 1U 13.1 9.9 155 11.0 IS,Q 10,140 , 

families with children, 
female headed family, no nus-

band presenL..."."""""."......,, 48,2 47.8 46,0 46,9 46.3 45.5 43.1 45.3 41.6 23.5 24.0 7.3 6.1 lOA 14.8 lJJ 8,514 
Male present families """"""".""" 10,1 10.5 9.3 g,S 8.1 7.7 g,O 8.5 9.0 1.9 6.1 4,3 45 10,4 21.1 50.2 '26,969 

, Based 011 Censu'J"OrsiIan,,1"i ;>Mrtl' /Mrs. 
11 UIlIel.atoo subia 'ies ~re tIeated as _rare families; r&ted su~amlJjes are 001 treated as separate families but as. members of the famirl witll whom laEY reside. 

Note,-1987 mised, 1988, 1989, an. 199B _I" '" not _parallie to prior )"ro due to pt1X)OSSing cIlang<s in Ille cps, 

Soul"" Marcil Cur",,1 I\JjJulalioo SuM!' for seIecIlaj ",IS. T,;;, III'Il'Ired by CllS. 
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POVERTY UNDER ALTERNATIVE MEASURES OF INCOME AND PRICE 
, INFLATION '" 

The Census Bureau publishes data that reflect two adjustments 
in the official definition of poverty. The first of these is an alterna· 
tive inflation adjustment. The official poverty Une is based on a 
procedure developed in 1965 with yaarly adjustments for inflation 
using the Consumer Price Index (CPl). The Consumer Price Index, 
in turn, is based on the yearly change in prices of goods used by 
most Americans. Prior to 1983, the CPl 'measured housing prices 
using a procedure that included changes in the asset value of 
owned homes. Because the asset value of houses was growing ao 
much faster than the consumption value, the inflation rate that in
cluded asset values was excessive, 

In 1983 the Bureau of Labor Statistics began using a rental 
equivalence approach to measuring the value of housing. The offi
cial CPI-U inflation rate, then, is based on the' asset value of hous
ing prior to 1983 and rental equivalence in 1983 and thereafter, To 
provide a consistent time series. the Bureau constructed an experi
mental series called the CPI-U-Xl for 1967 throngh 1982 based on 
rental equivalence. 

The general effect of using the CPI-U-Xl is to lower inflation in 
past year!! which in turn has the effect of lowering poverty thresh· 
olds for those years, A lower threshold means that fewer people are 
poor. As can be seen by comparing the first two columns in table 7, 
adjusting the poverty threshold using the CPI-U-Xl reduces the of· 
ficial poverty mte by an average of about 1,5 per<:entege points (or 
11 porcent) per year between 1979 and 1991. Using the CPI-U-Xl 
to adjust the poverty threshold each year from 1967 to 1991 results 
in a,S million fewer poor people in 1991. 

The second adjustment in the official poverty rate made by the 
Census Bureau is to expand the defutition of income to take into 
account some noncash income, including Government benefits, 
Under the procedures by which the official poverty rate is calculat
ed, only cash, including Government benefits, is counted in deter
mining whether a family i8 poor; income from cash welfare pro
grams counts, but benefits from food programs, medical care, social 
services, education and training, and housing are not included in 
the calculation. Moreover, beeause Government spending on 
means-tested noncash benefits has increased more rapidly than 
spending on means-tested cash benefits over the years, ignoring 
noncash benefits may be an increasingly serious omission if we 
want a broad picture of the impact of Government programs on 
poverty, 

The question of how to value noncash tienefits raises a variety of 
substantive and technical issues. The Census Bureau bas heen 
working on these issues for nearly a decade, consulting with aca
demic experts, sponsoring conferences, and issuing technical re
ports. In 1992, the Bureau published a consistent historical data 
aeries, covering the years 1979 to 1991, to trace the impact of an 
impressive variety. of taxes and noncash benefits on both poverty 
and income. The measurement of noncash benefits extended 
beyond Government spending for the poor to include Government 
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spending programs such as Medicare that are not means-tested as 
.well as to employer contributions to employee health plans. 

To examine the impact On income and poverty of various State 
and Federal taxes, Government noncash programs, employer-pro-
vided henefits, and so forth, the Bureau has adopted a framework 
that includes 15 definitions of income. By comparing income under 
these. multiple defmitions, it is possible to estimate the impact of 
the various income SQurces on the average income and the poverty 
raros'of American individuals and families, 

Income definition 14 is of interest to those concerned with the 
impact of Government means-tested, noncash benefits on poverty 
rates. Unlike the official I"?"erty rate, which includes only cash 
Government benefits, defimtion 14 includes the effects of State and 
Federal taxes, employer-provided henefits, non-means-tested Gov
ernment henefits, and means-tested noncash benefits 'including 
Food Stamps, housing, school lunch, and the fungible value of Med
icaid. , 

By comparing the official poverty rate with the definition 14 pov
erty rate, we can determine the impact on poverty of noncash hen
efits and Government taxes. The fifth column in table 7 is the pov
erty rate for years 1979 through 1991 based on defmtion 14 and 
using the CPI-U-Xl deflator, Compared with the rate based on 
CPI-ucXl (column 2), including taxes and noncash henefits (and a 
few other types of income that have little impact on poverty) in the 
poverty calculation reduces the poverty rate by an average of 2.6 
percentage points or nearly 21 percent per year hetween 1979 and 
1991. In 1991, noncash benefits reduced poverty by 2.8 percentage 
points or nearly 7 million people. 

The combined impact of using the CPI-U-X1 and including non
cash benefits can he determined by comparing the poverty rate in 
column 5 with the official rata in column 1. On average, the two 
Census Bureau adjustments reduce the poverty rate by over 4 per
centage points or nearly 30 percent across the years 1979-91 and 
by 4.3 percentage points or nearly 11 million people in 199L 

Columns 3 and 4 show the poverty rate using the CPI-U price 
index. Column 3 includes all means-tested cash benefits, as well as 
nearcash food and housing benefits, Column 4 adds to these bene
fits Federal taxes. Health benefits are not included in either of 
these two measures. In 1991, the poverty rate using the CPI-U and 
including food and housing henefits is 12.4 percent; accounting for 
Federal taxes brings the poverty rate up slightly, to 12.6 percent. 
Between 1979 and 1991, poverty increased by 29.2 percent when all 
governmental benefits, including means-tested and nearcash food 
and housing henefits, are taken into account. Including Federal 
taxes yields a 27.3 percent increase in poverty over this time 
period. . 

.The question of whether or not to include medical benefits when 
measuring poverty has great implications on poverty rates. The 
valuation of medical henefits is particularly difficult. Medical cov
erage should not by itself raise poor individuals above the poverty , 
line or constitute a major portion of the poverty threshold, The de
velopment of the poverty thresholds did not take into account med
ical costs, Although peor persons are clearly better off with medi
cal coverage, such henefits cannot he used by recipients to meet 
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other needs of daily living. Also, since health insurance casts are • 
not imputed tn the incomes of those above poverty, it seems inap. 
propriate tn ccunt' health benefits as income for those below the 
poverty line. 

Table 7 i1iustrates that regardless of what measure of income or 
which price inflator is rured, the trend is the name: poverty has in
creased substantially over the last decade. Using the official CPI-U 
definition, the poverty rate increased by 21.4 percent between 1979 
and 1991. Using the CPI-U-X1 inflator and factoring in ail non
cash benefits (including health benefits), poverty has increased by 
25.3 percent. Betwoon 1979 and 1989, two peak years in the ec0
nomic cycle, the increase in poverty has boon smailer. Using the 
CPI-U-Xl, the poverty rate has increased by 7.5 percent OVer this 
time period. Including all noncash benefits yields a poverty in
crease of 12.7 percent, while using the CPI-U and excluding health 
and including taxes yields a 19.2 percent increase in the poverty 
rate between 1979 and 1989, The fact that the poverty rate has in
creased more according to measures that include means-tested G<Jv
emment benefits, illustrates that the antipoverty effectiveness of 
G<Jvernment programs benefiting tha poor has decreased in recent 
years. This tnpic will be explored in subsequent sections of this 
print. 



IABlIl.-PIl'/ERIY UNDER AlTERNATIVE MEASURES OF INDOME AND PRIC! INFLATION, 1919-91 

Pl!rc'.tn1i8t reductl;n ill offltiallJ(MiJ1y ~!ed ~th;""'" "" Official wIOfficial wI CPl4.I-Xl wI OIfdal w/ food, _rig C1't-U~wI'eM 0flici31 iCl"l- usitls. CPI-tJ- ,.., 1m OOusir.g ""'" t
CPI-lf-XlU) XI a!ll.l fed. "'", and Fe<!. ~,OOIlSingl -'" lIMing 1tiI_es '" """'~ , "'.' 

1919.................................".... ll.l 10,6 96 9.9 1.9 9.4 17.9 15.4 32.5 

1980........." ............. " ........... 13.0 !l.S ll.l ll.G 8.6 11.5 14,6 10.8 33.8 

1981 ........" ..... " ................... 14.0 l2.2 12.2 13.1 9.8 12.9 12.9 5.1 3M 

1982 ........................................ 15.0 13.2 13.3 14.2 10.5 12.0 11.3 5.3 29.3 

19&3 ........................................ 15.2 13.1 13.1 14.6 11.0 9.9 9.9 3.9 21.6 

1984..........."..... "......"........... 14.4 12.8 12.9 13.9 IDA 11.1 10.4 3.5 27.8 

1985 ...................................... 14.0 12.5 12.5 13.5 10.1 10.1 10.1 3.6 21.9 <;; 

1986...............................""...... 13.G 11.2 11.2 IH 9.8 10.3 10.3 3.1 21.9 ~ 

1981 ......................................... 13.4 11.0 11.0 11.6 9.5 1M 10.4 ~o 29.1 

1988 ...... "......................"....... 13.0 !l.1 11.6 12.0 9.5 10.0 10.8 7.7 26.9 

1989......"..." ..... " ................... 12.8 11.4 11.2 11.8 8.9 10.9 12.5 1.8 30.5 

1990................................" ..... 13.5 12.1 11.8 12.3 9.5 10.4 12.6 9,9 29.6 

1991 ......"."".."".."...."......" 14.2 12.1 11.4 11.6 9.9 10.6 12.1 1l.3 30.3 


Pe,c.rf9ts'lt:........,................ 9.4 1.5 16.1 19.1 12.7 NA NA NA NA 
1919..91 .... " .. "..".... ,," 21.4 19.8 29.1 21.3 25.3 NA NA NA NA 

, Ioc!u!\es l'!lf3IU-l~!e:j ~u aoo fax! and hOI:si'lliellefits. 
:t rnclooes means-tested brioofil!, f«II .aI!d /lcKJ'sing benefi\$ and f*al taUlS. 
~ 100'. mean:ytestBd benefits, f:01 amlllu.!$ing bentfiU al1If fllderM ~, IS WfIl 3S intM1e h()\'l) c.apittl gaiM MICI ~Hl1'~ btaltlt bmEfils. 
Soofl'.t. u.s. IAAl!<lu f/lltle Census, (',Umm~ PopWtioo RepN1s. Se1e:i P-60. IW. 182IlD, "Multlrina: ltle £!lecl cf ~i\$.oo T~~es M \o!::!lmt and PwIrty: 1979 W: l!ffil.~, 1IIld 

{).yt;grtm::mal Badget tlffict. 

o m UO~~·if o~ I 
'C.i:ifi ;t 6~~~ ~ ~ ~::iW ~~ 'S a ~ -~~ $."'2' I ~ ~ a.~ir~ ~_ ; ::l ~ ~ r l~n H",. - 
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From: ' DON OELLERICH (DONO) 
'1'0: reubens,allisonl,wendellp,cantap 
Date: Thursday, November 2, 1995 1:32 pm 
Subject: move the senate run:where we are going??? 

the following is what i understand to be the plan for moving the senate 
welfare bill to be kinder and gentiler and how we might model the changes 

1. add~dd level child care dollars to the block grant -~ no modelling 

2. expand the hardship definition to include caring for a disabled child 
or caretaker is disable PLUS 20% -- to model we could exempt those 
families with kids on ssi and parents on ssi (this gets about 7% in trim 

so total will be about 27%. 

3. noncash voucher for families who exceed the time limit and do not: work 
-- set at 2/3 of former cash grant and treat as income for other 
programs. -- this would allow f.s. and housing to fill part of the 1/3 
cut -- is that what we want? 

4. reinstate the $50 child support pass-thru/disregard 

5. change the budget constrant to include new/additional federal cash 
benefit dollars. these dollars include (a) 160m from converting EA to 
contingency money; (b) 400m from adding performance bonus money from 
outside the blockgrant; (c) x.x billion from raising the basic block 
grant level to hit cbo savings estimate on admin baseline - assume ElIl 
goes to benefits. -- we will assume NO INCREASE in state benefit dollars 
to go with the more generous fed money. 

6. do we want to include administration's f.9. or 55i changes as part of 
this 'make it better' package? $)ft1ll.t. j;- 57 a.<:IO 

I 
does this all sound right? don fo,)() ~~ r)., ~ 

l..~;'" ~~ ~P1 

~2 
--------------------~~ 

1. 



Prom: WENDELL PRIMUS lWENDELLP) 

To: CANTAP, DONO, KARINM 

Date: Wednesday, November 1, 1995 10:25 am 

Subjeot: 


Here are all the,ideas that might reduce child poverty impaets and 
improve the quintile tab~e--

Me~t~oned in the views le~ters: 

1.. 	 Increase exemptions from time limit: 

Provide mandatory vouchers 

Just plain more AFDC 


dollars -'- contige:;.cy fund, perfo:::mance bonus in addition to basic gran: 
(not clear how under our current methodology we would incorporate these) 
4. 	 Minimi2e SSI children's and i~migrants hits 
5. 	 Keep food stamp hits to minimuM 

Outside views letter 

1. 	 Providing eitc to work program participants 
2. 	 Provide a refundable child tax credit 
3. Maintain current financial structure of Arne with more state 
flexibility 
4. Provide AFDC matching funds for work incentives or child suppor~ 
disregards ~ pAM~k 
5, Don I s al~ernatr';'e'for funding vouchers 
6. 	 MOE on cash benefits only 

Have I missed any?? 

co: PETERE 

c!)on;oQ 	 dB/adSY SHH 

http:contige:;.cy


Modeling th0dministration's Polides 
-< 

We assumed no change from Clinton baseline in the following prognuns: 

AFDC 
social insurance 
child support 
fann income 
schoo! lunch 

housing 

EITC 

The following changes to the baseline were modeled: 

SSf Kids Program 
Assumed same policy changes as in the Senate welfare bill, resulting in savings ofSl.eS billion in 
1996 dollars, ~ / ~ 

SSIOther 
Assumed immigrant deeming provisions like proposed in \\IRA. These amounted to savings oUI,3 
billion in 2002, deflated to SL08 billion in 1996 dollars. These savings were distributed 'cro,s 
quintiles like the distribution of cuts to this prognun in the run modeling the Senate welfare bill. 

Food Stamps 
Assumed overall saving. in 2002 of$3.7 (from the President's midterm budget) or $3.0 billion in 
1996 dollars. We subtracted from this number the savings modeled in CACFP (.ee below), for total 
food stamps savings of S2.4 billion. This was distributed across the quintiles according to the 
distribution of income from food stamps. in the baseline. 

CACFP 
. In,the Administration estimates we included the House action provision~ whicb is a child nutrition 
block gmnt. It resulted in savings ofS.66 billion, in 1996 dollars. (Note that the Senate provision 
eliminates subsidies to children in family day care homes from families with lneeme above 185 
percem ofpoverty. resulting in savings oiS.15 billion" however, the Senate provision was not yet 
modeled at the time we modeled Administration action. It may be a more appropciale policy to usc, 
however.) 

Energy Assistance 
In order to faHow the assumption that funding would continue in the outyears in the current law 
level. we reduced fUnding by 25 percent from the baseline {per Lester's instructions}. This 

amounted to $.24 billion in savings in 1996 dollars. 


Health 
Assumed savings in Medicaid of $1. 7 billion and increased income in Medicare (from premium 
reduction?) oiS.81 billion. Talk to Holly to get further details .bout the policy changes. 

" 

.,," 


I!OOitOO~ dH/::ldSY SHH 



POLICY CHANGES THAT COULD MINIMIZE THE IMPACf OS CHILDREN 

Any comprehensive plan to balance the budget within the next decade will require spending cuts, 
some of which will affect low-income Americans. In its balanced budget plan) the 
Administration has sought to make sure that cuts and benefits are distributed equitably. 

Throughout the budget and welfare reform debates, the Administration has called for measures 
that will maximize the opportunities for families to work their way off welfare and out of 
poverty, ttnd minimize the potential risk to children if they do not. Many of these improvements 
were included in the Senate-passed welfare reform bill. Others have been recommended 
repeatedly by the Admjnistration in letters to Congress on welfare reform and budget 
reconciliation, 

The u}llowing: policy changes which the Administrotion has called for would significantly 
decrease the potential impact on children, and increase thc prospect that people will lift their 
ramilies out of poverty through work: 

A. Mainhlin and $trengthcn Impro\'ements in Senate Welfare Reform Bill 

The Senate adopted a number of bipartisan improvements over the Senate bill that significantly 
increase the prospects for people to leave welfare for work and reduce the risks that children will 
be harmed, These include rejecting House provisions to block grant child welfilrc and child 
nutrition programs und to mandate the family cap and the cutoff of unwed teen mothers, lmd 
adopting the rollowing measures to promote work and protect children: 

• 	 Child Care, The poverty e1Tects of welfare changes depend in large part on how many 
people get jobs. In particular, welfare reform should provide the child care mothers need 
so they can leave welmre for work. The House biH cuts chHd care funding. The Senate 
increased child care funding by $3 billion over the next five years. But the impact oftnat 
improvement IS not measured in this poverly analysis because the child care funding 
increase in the Senate bill expires aftcr the year 2000. Making that increase in child care 
permanent would reduce the poverty impact in two ways: by improving the prospects for 
recipients to leave welfare for \vark, and by rcducing the pressure on states to divert 
money away from benefits in order to pay for child care. 

• 	 Contingency Fund and Maintenance of Effort. Another critical variable is how siates 
respt)nd, especially in the event of an economic downturn that would increase caseloads 
and reduce revenues. The House bill includes an inadequate rainy day loan fund and no 
requirement for states to maintain their effort. The Scnate bill includes a $1 billion 
contingency grant fund and an 80°/0 maintenance ofeffort requirement. The 
Administration has sought to maintain and strenglhen these improvements thrnugh a 
tightly druwn, pcnnancnt maintenance of effort provision and a contingency fund with a 
morc effcctive trigger mechanism and a greater anlount of funds in reserve. The 

. Administration and CBO project that the current Scnate provision will run out in a rew 
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years even with a growing economy, so it should be strengthened to provide states and 
families greater protection in a serious receSSion, 

• 	 Pcrformnncc Ilonuscs. For welfare reform to succeed in moving people from welfare to 
work, states will need to transform the culture of wclfure to reward success tnstead of 
failure or the status quo. The House bill gives states a perverse incentive to save money 
by throwing people off the rolls, and lets them count people as "working)) if they were 
simply cut ofT welfare ~- whether Or n01 they have moved into a job. The Senate ~\ddcd 
performance bonuses COf states with sllccessful work programs, but funded them out of 
the averoll block grant. Providing additional moncy for performance bonuses ~~ rather 
than reducing the block grant to pay them would increase the number of people whoww 

leave welfare for work and reduce the number ofchildren at risk. 

B. Other Improvements in Wclf~lrc Reform 

The Administration has recommended two other improvements 10 the Senate welfare reform hill 
that would reduce the impact of the final legislation on children: 

• 	 Vouchers fur ChHdren. The Senate Democratic wei rare reform bill, which the 
Administration endorsed, provided vouchers for children whose parcnts reach the 5-year 
time limit and cannot find work. Requiring or allowing states to provide vouchers in the 
amount of the child's benefit after the timc limit would reduce any potential impact by 
ensuring that children receive adequate housing and other necessities. 

.. 	 Child support fur AFJ)C families. Families on welfare currently receive the first S50 of 
child support that their absent parents pay, The House and Senate bills \vould eliminate 
this provi5ion. 

C. Moderating the Ov.rall Le"el of Budget Cuts 

A morc balanced deficit reduction plan would leave children much better olTthan thc HOllse- and 
Senate-passed budget plans. Adopting the Administration's balanced budget plan \vould 
eliminalc three~quurtcrs ofthe child poverty effect of the I'[ouse budget plan and two*thirds of the 
child poverty effect of the Senate budget plan. 

In particular. !.he following ch~mgcs would promote work and protect c·hildrcn: 

.. 	 1)0 not cut the E1TC. The House and Senate budgct plans not only eut assistance to 
pcople who cannot find jobs, hut also cut the EITe that rewards people who choose work 
over welfare, As the analysis shQ\\'S, the ElTe changes in 1993 !cd to a significant 
reduction in poverty, while the EITC cuts in the Senate bill could lead to an additional 
500,000 children falling below poverty. Rewarding work by retaining the current ElTC 
will give families that go to work a better chance of moving above poverty. 
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• Cut fewc-r current SSI recipients from the rolls. [Is this primarily SSI kids or 
immigrant kids?J 

, Moderate Food Stamp cuts. The House cuts Food Stamps _ hy 2002; the Senate _. 
The House bill puts an inflexible cap on food stamp spending. which could leave "\\>"orking 
families vulnerable in an economic dOwntunl. Moderating the cuts to the level in the 
Administration's plan would substantially reduce the poverty effects. 

• »0 not block grant Medicaid, While proposed chang.es in Medieaid do not show up in 
the poverty tables, the distributional analysis points out that they could have dram?tic 
impncls on children in low-income famillcs, far beyond the cuts in AFDe. !.Insert 
whatever the number is.] The Administration's plan, which rejects a Medicaid block 
grant, achieves a balanced budget in a more equitably way and minimizes the impact on 
children. 



" 

..<I.. J.-J...,... pi..... 
Size a/pot'(!fly gap. These cuts}vould increase the poverty gap by about 9<'/0, less than a fifth of 
the effect of the House budget plan, 

~'dj).Q) 

Differences that cannot be included in povel'lY analysis. The Administration's plan ensures that 
all poor children have access to health coverage by the year 2002, and that all children under age 
6 and below 133% of poverty remain eligible for Medicaid. The House and Senate plans would 
put tbese children at risk of not having medical coverage, These cflccts arc included in the 
distributional analysis, which provides a more cornprchcnS1VC picture. 

CUA:"iCES THAT COULD MINIMIZE TIlE IMl'ACT ON CHILDREN 

I I Adopting the Administration's balanced budget plal~ would eliminate three 
quarters of the child poverty effect ortlle House budget plan and two thirds of the child poverty 
cCfeet of the Scnate budget plan. fIt addition, the Adlllillistralion has-r-tJ~odI~ 
i~wemetlt$10 the welfare proposals of~;ongre9s t~ct leal welfare refOffil tMC is lOugl! on 
work, lint on'i..-hltd~rhese policies were t~~rtOC A4mintstffitioo tn both th6·· 
vitI/are find balanced budget ploposals, and in lettcr3 ffom the Adrninistffitioo~. 
Seme-of-these lectJlllIllellded imprnvemelILs inc1uk .....'-.1 ~ 
'It. ,...)).. ...+ ,.,\-;l. "'T<.. f1,.s.,...... _...k.. """" ~'.\I,J.:.LlL I.I-:-:C ,itd:.""'J!i.t~'w. 
3. 	 Vouc!terJ for cllihiren.AI_d~ need tP. ~ protected if their parents cannot find a job ~~-tL.._ 'f. 

.whcn a time limit ends. P~dlf~';oa~in the amount of the child's benefit after S7~ L ..... 

time limits could ensure they receive adequate housing and other necessities, 

• 	 AdequuJefundingfof Af1JC beneflls. The poverty effects will be much worse than 
estimated if the economy moves into recession or States reduce their benefit funding 
more than estimated. CBO and the Administration project that the Senate's small 
cuntingency funding will run out and cnd in u few years even with u growing economy -
:m i1 clearly is not adequate to handle a recession, Adequ<lk contingency funding is 
needed to protect children from unexpected changes in the economy and increases in 
unemployment. 

Also, the bills allow States to significantly reduce their cash assistance funding while still 
receiving full Federal funding - which would move even more children below the 
poverty lcveL (A "race to lhe bottom" is llQ1 assumed in this analysis.) The 
Administration has sought stronger mnintenance ofeffort requirements and incentives for 
SWles to continue thcir financial contribution to poor children. 

• 	 Peljormam:e bonuses/or Slates. When the Senate added performance bonuses for 
States wilh good work programs) they funded them by cutting the block grant funding 
available for cash assistance. Adding money for perrormance bonuses -- rather than 
reducing the block grant to pay them -- would reduce the number of children moved 
below the poverty line. 

• 	 AtleqtUlte!lllldillg to nwvefamiliesfrom welfare to W(1rK, 'lllC poverty effects of 
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welfare chttnges depends in large part on how many people get jobs. Stares need money 
for work programs, and single mothers need child care to go to work. Howcvcr~ both 
House and Senate bills undcrfund cliild care at full implementation. Even with the 
funding added on the Senate floor, the Senate bill would fund less child cure in 2002 tban 
under current law. 

More work program and child care funding is needed first to help ensure that the labor 
supply estimates included above arc not too optimistic, and to relieve financial pressure 
States might otherwise feel to cut even cash assistance even more to pay work and child 
care costs . 

., 	 Do not cut chHti.Hlpporl receb>ed by AFDCfamilies. Now, children on AFDC receive 
the first $50 ofchild support their absent parents pay, The House and Senate bills would 
eliminate this provision, 

, 

• 	 Mot/erate Food Stamp cut.v, The House cuts Food Stamps _ by 2002; the Senate_, 
Both would end assistance to many single persons and childless couples who cannot find 
jobs, Moderating the cuts to the level in the Administration's plan would substantially 
reduee [he poverty effects. 

.. 	 Do not cut so many currelll S8! reciflientsfrom tiJe rolls, Implementing proposed 
changes in the definition of disability for children would enable _ children to continue 
receiving assistance. The Senate bill would also remOve _ immigrants from the rolls. 

--,----"• 	 Do not cui Iltei:.7TC. The Congressional budget plans do not just cut assistance to 
people who cannot find jobs l they also cut the ElTC that would assist those who eall find 
ajob, but not one that pays well. Retaining thc current EITe gives families that get jobs 
a better chance of moving above the poverty linc. 

Without these policy changes, lhe Congressional '\velfarc- and budget plans may move even more 
children below the povcrty line than projected. Incorporating all of them would make the budget 
plans more balanced. and minimize thc number of children moved below the poverty line. 



Welfare study 

Caveats: 

* Economic growth: Since 1993, • growing economy has led to >>> fewer children in . "'~~; 
poverty. Continued growth of xx% wiIJ lead to a further reduction of y,y over the next. ~.a.~....~\~~~~~~. 
yr<. "--L... ;..t"-,-.,.,,,...,.- "'''''''~ 

~~~~~[1~~~::'~t;~,r~i.~'-
• EITC/Mcdicaid: 	 .-I"- ~.""'i~ 1""".......... ;W... ~~'"!-, ",11 ...... .. ~~~,.:...t.. ~vA(-<.. ::;l;:tf:=i~::-~.s~:J

e.;c\;"-" r:~u:l $14""'" ". , 	 . \.' ~ 
,. Behavioral response (work). This report is~~cd on~.~oflscrvative estimates of how ~'"' r-'::l

l 

individuals will respond to work rcquircmcntnr states ttUtY1ransform their welfare systems .... tLQ.,-:I:"" 
to focus on 'pl'l",fg people in jobs and ~mthe~here (and provide child care to do so), Jil:1.:.";::!::
that would ~ a signifkan€r'amatiS: ' ~in)lumbcr of people leaving we1fare afid ~.11,\":'~.. 4.. 
poverty for work and self-sufficiency. "ti~··"~,..J.

f"""Q u.-. . 


