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I[Oltgr~ of tUe t1tnittb j)~ 
i!l!!U!lfng;ton. ;Oil: 2OS1S . 

July 16, 1996 . 

. Dear Mr. Lew: 

Tbis is the third time in as many months that we have written to ask for 
the administration's estimate of how many ehildren will be impoverished if the 
most recent Republican welJilre legislation is enacted. Congress is expected to 
begin consideration of these bills as early as this coming Thursday, July lS.For 
generations now, it has been the fixed practice of the Bureau of the Budget, and 
later the Office of M".anagement and Budget, to provide Congress with analyses 
of major legislation. To OUr knowledge, and certainly in our own experience, 
this is the first time ever that no such analysis has been forthcoming, even in 
response to a spe.:ific request . 

This silence is especially troubling in light of an article in The New York 

TirI'.es of Saturday, July 13, "'porting that 


... Administration officials said the White House had 
instructed the Department oflfealth and Human 
Services not to prepare more detailed estimates of the 
bill's effucts On child poverty. 

We can mtderstand how such a decision can be made, but can it not be 
reversed? The Department of Health and Human Services is fully capable of 
providing these estimates by Thursday, if so instrucTed. Can you no!, on behalf 
of the President, issue such an instruction? 

• 

Sirn:ere!y, 

The Honorable Jacob J. Lew 
Office of Management and Budget 
Old Executive Office Building 
Washington. DC 20503 

http:TirI'.es


PACE 3/410.
,JUt,.-lS-'S6 17,22 PROM' OMB 

DRAFT 


The Honorable Daniel Patrick Moynihan 

Ranking Ml:mber 

Committao OIl Finance 

United SI:a1:S Senate 

Washington, DC 2OS10 . 


Dear Senator Moynihan: 

I am writing in response to you;: luly 16 letter in which you aslo!d for an 
AdminisIratioo estimate of bow many children would fall below the poverty line if the most 
recent RcpubU<OIl welfare kogislation is ena.c:taI. 

As you mow, the Administration pn:viously estimau:d !hat the conference repon on 
H.R. 4 - the welfare bill that President Clinton vetoed - would have moved 1.5 million 

children below the poverty line. We believe thai, due 10 improvements in the House and 

Senate bills, they would move somewhat fewer children into povett)'. 


But as we have said - indeed, as we said in releasing our analysis of H.R. 4 - there 
are mlIny uncertainties involved in developing poveny estimates. As you know, these 
estimates are substantially driven by assumptions about economic &roWIh, the effect of time 
limits on encouraging work, increased c:hlld eare funding, changes in the culture of welfilre 
in response 10 compn:hemive reform, and many other fa<:tors. Moreover, statistical or 
quanlitalive analysis cannot adequately capture the social and indivldu3l value of helping 
families and communities move from depen:ieru:'e to woik. 

The President remains committed 10 enacting welfare reform that moves people from 
. welfure to work while pro!eeling children. As a =olt, we are gn:atly enootlIlIged by the 

majority's decision 10 scpar.m: welfare reform from the "poison pill" of earlier legislation­
an end to thefedcrnl guarantee to health care ~e under Medicaid for senior Citizens, 
the poor, pregnant women, and people with disabilities. Nevertheless, we stili have some 
real concerns with the pending legislation and, as 1he President has indicated, we continue to 
seek improvements. 
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We reoogniz.e d!at the development of welfm reform legislation has been .. difficult 
process. We sinc<:re1y apprcciale your leadership in bringing us closer to real monn. and 
we Want to continue working with you on !hi! important gool. 

Sincerllly. 

Jacob 1, Lew 
Aain8 Oirector 

IDENTICAL lEITER SENT TO TIll! HONORABLE SAM M. GIBBONS 
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Bruce and Rabm ~-

Urban Institute may have its own poverty analysis out as early as 
tomorrow. Ilve alerted McCurry and Haas j but I think we should be 
prepared. 

could you review the attached and get comments to Amy or me today? 

Thanks ­

Melissa 
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Q: 	 What is your reaction to the analysis released today that 
shows welfare reform putting one million children into 
poverty? 

A; 	 First. it is not our analysis , and I can't comment on its 
validity. The inportant thing to us is getting a welfare 
reform bill that has bipartisan support# that overhauls the 
current failed system, and that demands work and personal 
responsibility. The President remains optimistic that 
congress can act in a bipartisan fashion to draft leqislation
that he can support. 

Q: 	 But this analysis was done by the same paople who did OMS's 
analysis last year -- and the numbers are quite similar. How 
can you possibly support legislation that will make a million 
children poorer? 

A: 	 As we said last year f no computer model can predict with 100 
percent accuracy how individuals will respond when the system
is fundamentally transforme~. We believe that many women on 
welfare want to work, and will do so if they can find child 
care for their children. We believe that when society'demands 
that absent parents pay'child support, they will do so -- and 
that they should be forced to if they don't. 

Our own position is clear. We've consistently advocated 
policies to maximize the incentives and opportunities for 
success, and to reduce the risk to children. That'S why we've 
argued for child care and performance bonuses that create 
incentives for welfare recipients to move to work. And that's 
why we've argued against Republican proposals that "would 
simply punish kids -- block qranting adoption and foster care, 
outting the school lunch proqram, and reducing benefits for 
disabled kids, for example. We've made a lot of progress, and 
we hope that bipartisan progress will continue. 

Q: 	 Senator Moynihan is again charqing that you've refused to do 
such a study yourselves because the President is so desperate 
that he'll sign anything. How do you respond? 

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 somethinq fundamentally new~ The President is 
very ooncerned about the millions of children who are growing 
up on welfare right now, so maintaining the current system is 
not an'option. 

Remember I we have been fi9hting to protect children throughout
the Adntinistration and throu'lhout thi.s Congre.ss~ It I s the 
Republicans who have pt:'oposed block granting adoption and 
foster care, cutting the school lunch program, and reducing 
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benefits for disabled kids. It's the Republicans who opposed 
key amendments in the Senate to protect children. And itls 
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~ 

13 
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TALKING POINTS 
URBAN INSTITUTE STUDY 

7.26.% 

The Urban Institute has released a poverty analysis of the House welfare reform bill, 
contending that it would move Ll million children below tbe poverty line when fully pbased 
in. By contrast l their estimate was 2.1 million for last year's House bill, 1.5 million for the 
vetoed bill, and 1.2 million for last year's Senate bill which we supported. The report 
attributes most' of these impacts to cuts in Food Stamps and JegaJ immigrants, rather than 
Arne, but it recommends vouchers and a 25% hardship exemption from the time limit. 

From our perspective, the report overlooks several crucial points: 

Child Support: The analysis docs not take into account the increase in child support 
collections that will result from enactment of the welfare reform bill. This is a glaring 
omission, If all parents paid the child support they should, we could move more than 
800,000 women and children off welfare immediately. 

Minimum Wage: The report does not take into account the impact that the pending 
increase in the minimum wage will have in reducing poverty -- both by raising 
earnings for working families ($2)000 a year for a fun-time worker) and by making 
work considerably more attractive than welfare. OMS estimates that throu~ the 
combined impact of the 1993 changes in EITe and Food Stamps and the pending 
increase in the minimum wage. we wit! have moved 1 million children out of poverty, 
1bis reduclion in poveny is taking place immediately -- while the Urban Institutels 
hypothetical increase in poverty is projected for the year 2002. 

) 

Senate Improvements: The study is based on the House bill, before the Senate 
improvements. The Senate bill has about 10% less in budget cuts than the House bill. 

Value of Work: The study assumes that welfare reform will do little to change 
behavior. We believe that work requirements. time limits, child care and health care ­
- in combination with a higher minimum wage and the EITC -- will change behavior 
dramatically. Work will become far mOre attractive than welfare, and the welfare 
system wit! have to focus on putting people in jobs instead of writing them checks. 
We aJso believe that work has inherent value. Over the long term, children who grow 
up in families and communitieS' where there is work will be far better off than children 
who grow up in families and cOI1lmunities where there is .only welfare -- even if the 
children on welfare look slightly better off in a static poverty analysis. 



.. . , . 


A recent Genera] Accounting Office report based on state surveys found that between 63 and 87 
percent ofadults have worked since leaving the welfare rolls, results similar to state studies 
funded by the Department of Health and Human Services. GAO found annual earnings 
ranging from $9,512 to $15,144 among those who had left welfare. When we factor in 
other supports for working families, such as EITC, food slamps, and child care, families 
are belter off than they were on welfare. 

Q: Has poverty among young children increased under the Clinton/Gore 
Administration? 

A: No. From 199310 1998, the poverty rate among children under age six has 
declined from a high of 26 percent (6.1 million children) 10 20.6 percent (4.8 
million children). This recent decrease came after a 52. percent increase 
between 1978 and 1993. There has been a decline in poverty not only among 
young children, but all children. Overall, Ihere are now 2.2 million fewer children 
living in poverty than in 1993 (15.7 million in 1993 compared to 13.5 million in 
1998) and, under President Clinlon, Ihe child poverty rate declined from 22.7 
percent to 18.9 percent - the largest five-year drop in nearty 30 years. There 
have also been historic declines in the African-American and Hispanic child 
poverty rates, though both remain too high. 

Q: Do these new numbers show more children living in extreme poverty? 

A: No. We're encouraged 10 see that the number of children living in extreme 
poverty (50% of the federal poverty level or $6.400 for a family of three) dropped 
by nearly 600,000 between 1997 and 1998 (from 6.4 million to 5.8 million). The 
rale of extreme child poverty also dropped, from 9 percent to 8.1 percent. Since 
President Clinlon and Vice President Gore took office, 1.2 million fewer children 
are living in extreme poverty - a drop 01 18 percent, from 7 million in 1993 to 5.8 
million in 1998. 

Q: Why are these trends different from those reported by the Children's 
Defense Fund on August 22 showing an increase in the number of children 
living in extreme poverty? 

A: The new numbers released by Ihe Census Bureau reflect data through 1998 and 
use the official measure of poverty. The CDF numbers go through 1997 and use 
an expanded definition of income. Using that expanded definition of income, 
CDF found that the number of children living in extreme poverty rose by 426,000 
between 1996 and 1997, from 2.3 million to 2.7 million. Under the official 
measure, the number of children living in extreme poverty held steady between 
1996 and 1997. The actions the President announced on July 14th 10 ensure 
working families' access to food stamps (see below) will help address the loss of 



HCF A and the states. States have primary responsibility for operating their programs. 
Nevertheless, HCF A continues to provide technical assistance and intends to be 
aggressive in ensuring that states follow all federal rules involved with Medicaid 
eligibility determinations. 

Since the beginning of 1997, HCFA has issued numerous letters designed to 
inform and educate States of their responsibilities under Medicaid. A new 
guidebook for states released last month is just the latest of our efforts to work 
with states to ensure that people moving off cash assistance programs, and 
working families who may not realize they are eligible for assistance, still get 
Medicaid benefits. The guidebook also makes clear that states' TANF-Medicaid 
application must furnish a Medicaid application upon request and may not 
impose a waiting period. States must also process Medicaid applications without 
delay. Extensive outreach efforts are also under way in all 50 states to enroll 
children in health insurance as part of the implementation of the Children's 
Health Insurance Program (CHIP). 

In addition, both USDA and HHS are working aggressively to enforce the law 
requiring states to provide Medicaid and Food Stamp applications upon request 
and ensuring they process them without delay, regardless of the state rules 
governing the TANF application. 

Background: 

Between 1995 and 1998, the number of people receiving food stamps fell more than 3 
times faster than the number of people in poverty. Recently released estimates from 
the Bureau of the Census show that the number of people in poverty fell from 36.4 
million in 1995 to 34.5 million in 1998. Administrative data from the Food and Nutrition 
Service show that over the same period food stamp participation fell from an average of 
26.3 million to 20.0 million. (Food stamp participation has fallen still further since then: 
in June, the program reached 17.8 million people). 

There are a number of factors contributing to the decline in food stamp participation. 
One is the strength of the nation's economy, which allowed participants to find work, 
reducing their need for food stamps. Another is the success of welfare reform in 
moving participants from welfare to work. At the same time, some working families 
don't realize they are eligible for food stamps and have difficulty obtaining them, leading 
some participants to leave the program unnecessarily and discouraging others from 
applying for benefits. Finally, some changes in program rules under welfare reform 
restricted the participation of immigrants and unemployed childless adults. 
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• 	 Number of uninsured Americans increased from 43.4 to 44.3 mimoD in 1998. 
The rate of uninsured Americans rose from 16.1 to 16,3 percent, not a statistically 
significant change. This is about half that of the incrc;:lse belween 1996 and 1997. 

Coverage among the poor I non~poor. It does not tlppear that the increase in the 
uninsured occurred among the poor. Declines in Medicaid coverage among the 
poor where offset in part by large increases in private coverage. Among the non~ 
poor. Medicaid coverage actual1y rose slight1y. 

COVERAGE BY POVERTY STATUS 

POOR 
1997 1998 1998·1997 

NONPOOR 

1997 1998 1998·1997 

Uninsured 

Rate 

Privale 
Rate 

ESI 

Rate 
Medicare 

Rate 

Medicaid 
Rate 

Military 

Rate 

t1.238 11.151 -0,(}81 

31.6% 32.3% 2.2% 

8.264 8.815 0.551 
2:;1,2% 25.6% 10.3% 

5.521 5.900 0.477 
15.5% 17.4% 12,;1% 

4.637 4,492 -0.145 
13.(1% 13.D% 0.0% 

15.386 13.996 ·1,390 
43.3% 40.6% ·6.2% 

0.541 0._ 0.123 
1.5% 1-9% 26.1% 

32.210 33.130 
13.8% 14.0% 

180.269 182.046 
71,2% 76.7% 

159,571 162,578 
68,3% 68.5% 

30.953 31.395 
13.3% 13.2% 

13.570 13.858 
5.8% 5:8% 

7,986 8.083 
3A% 3A% 

~.920 

1.4% 

1.777 
-0,6% 

UlO7 
0.3% 

0.442 
~O,8% 

0.288 
0.0% 

0.691 
Q,Q% 

o 	 Increase in uninsured in middle class. Over the past several years. the rate of 
uninsured increase the slowest among the poor - the percentage point increase 
was half that ofpeople with income between $25,000 and S50,000 and neatly half 
the increase for people with income betw(."Cn 

UNINSURED BY INCOME 

1995 1996 1997 1996 1995-1996 11997-1998 

< $25,000 18.713 
Rate 239% 

$25-49,999 13.697 
Rate 10.2% 

$50·74,999 4.974 
Rate 9.3% 

$75,000+ 3.197 
Rate 6.7% 

18.47 18.361 17.229 
24.3% 25.4% 25.2% 

13.585 14.527 14.807 
16.6% 18,1% 18.8% 

5.63 5.678 6.703 
10.0% 10.1% 11.7% 

4.03 4.882 5.542 
7.6% 8.1% 8.3% 

.1,484 
5.4% 

1.110 
16.0% 

1.729 
25.8% 

2.345 
23.9% 

· -1,132· · ..0.8% 

0.280 
3.9% 

1,025 
15,8% 

0.660 
2.5% 

;eo " <Ulges llffl perren ange m " 
, 0 '" ., . 

Number of uninsured cbildren is stable. There was a slight but statistically 
insignificant increase in the number of uninsured children, from 10.743 to 11.073 
million, an increase of 330,000. As with,adolts, this change occurred among the 
non-poor and, similarly, :\1edicaid coverage was down for the poor but up for the 
non~poor. The number of uninsured adolescents (ages 12 to 17) declined while 
the number and rate of uninsured among younger children rose, 



-benefits that leads CDF to find a rise in extreme child poverty. 

Q: Do these numbers show Ihose at the bottom are worse off as a result of 
welfare reform? 

A: No. The new Census data show record increases in income, a slight decrease in 
income inequality, and record decreases in the poverty rate. In 199B, every 
income group experienced a real increase in their income, showing that all parts 
of the income scale are benefiting from the growing economy. Under Reagan 
and Bush, average household income for the poorest one-fifth fell 4 percent; 
under the Clinton/Gore Administration it has increased over 10 percent [NEC 
has more detailed analysis] 

Background 

An analysis by Ihe Cenler on Budget and Policy Priorities released in late August 
compared income trends for families headed by single mothers between 1993-1995 
and 1995-1997. They found, again using an expanded definition of income, that 
incomes of single-mother families rose substantially between 1993 and 1995, especially 
among the bottom 60 percent of these families, but that Ihe slory between 1995 and 
1997 was mixed. In the latsr period, while incomes continued 10 grow for those in the 
second and Ihird quintiles. Ihe average disposable income of Ihe poorest fifth of single 
mother families fell, This decline was primarily the result of a drop in receipt of TANF 
and food stamp benefits. While it will take more time to do a comparable analysis of 
1998 data using altemative measures of poverty, the strong positive trend in the official 
measure is encouraging news. While the number of poor female-headed households 
with children stayed constant between 1995 and 1997, there were significant 
improvements in 1998. This means that between 1995 and 1998, the number of poor 
female-headed families with children dropped by nearly 5 percent (from 3.6 million to 
3,5 million). The actions the President announced on July 14th to ensure working 
families access to food stamps (see details below) will go a long way 10 address the 
loss of benefits which the Center finds to be a key factor contributing to the loss of 
income among the poorest families. 

Q: 	 What has this Administration done to help families move out of poverty? 

A: 	 President Clinton and Vice President Gore have worked for the last six and a half 
years to raise incomes, make work pay, help families make a successful 
transition from welfare to work, and extend opportunity to all, This includes 
raising the minimum wage, expanding the Earned Income Tax Credit, enacting 
the Children's Health Insurance Program, and promoting investment in 
underserved communities. The latest data released by the Census Bureau show 
we are making tremendous progress. 



The President has warned Congress not to renege on the bipartisan commitment 
to help states and communities finish the job of welfare reform and. He 
vigorously opposes attempts to cui the welfare block grant and the EITC tax 
refund for low income workers. The EITC lilted 4.3 million people out of poverty 
in 1998. To finish the job, we need to reauthorize the Welfare-to-Work program, 
raise the minimum wage, and increase our investment in childcare, 
transportation and housing vouchers. (See attachment). 

Q: 	 What has the President done to help welfare reform succeed? 

A: 	 The President started reforming welfare ea~y in his first term, granting waivers to 
43 states to require work and encourage personal responsibility, expanding the 
Earned Income Tax Credit and the minimum wage to make work pay, and 
pushing the Congress for nationwide welfare reform legislation which he signed 
into law in August 1996. Since 1996, he has: launched The Welfare to Work 
Partnership, which now includes 12,000 businesses that have hired an estimated 
410,000 welfare recipients; issued an executive order to ensure the federal 
government hired welfare recipients (over 14,000 to date); and supported the 
launch of the Vice President's Coalition to Sustain Success, an array of national 
civic, service, and faith-based groups working to help new workers with the 
transition to self sufficiency. He has also fought for and won additional funds for 
welfare to work efforts, including a new tax credit to encourage the hiring of long 
term recipients, funding for Welfare-to-Work transportation ($75 million in FY 
1999), and Welfare-to-Work housing vouchers (50,000 enacted to date): And on 
April 10, the President put in place new welfare rules that make it easier for 
states to use TANF funds to provide such as child care, transportation, and job 
retention services for working families, 

Q: 	 Whal is the Administration doing to make sure families gel the food slamps 
and Medicaid for which they are eligible? 

A: 	 In July the President took executive action that will go a long way to ensure 
working families access to food stamps, by: (1) allowing states to make it easier 
for working families to own a car and still be eligible for food stamps; (2) 
simplifying food stamp reporting rules to make IT easier for families to get food 
stamps; and (3) launching a nationwide public education campaign and a toll­
free hotline to help working families know whether they're eligible for food 
stamps. Families with earnings up to 130 percent of poverty ($8.50 an hour for a 
family of three) can be eligible for food stamps to supplement their income and 
help buy food for their families, but only two of five working families eligible for 
food stamps actually apply for and receive them. 

HCFA has been working hard with states to ensure that people who should be 
enrolled in Medicaid are, in fact, enrolled. Medicaid is a joint partnership between 
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Better Ways to Measure Poverty 
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of l\1ich:gan, :lIlU outs;dr !}XPI.'I is, hku 

By this fmsleuthng standard, cono Gnry Bunks! of the ilroolor,g$ instj· 
grcss «wId prov;de poiJr peop;c in 
NflW York Chy voc::hers Ill"" would, 
wll.houl charge, al~\\.' them to lwe in 
Trump Towers .and I'at c:JJly at Ihe 
Four Seasons, yel1he o(h6al pOIl!:';;Y 
rvas I'!l'.:lIJ:d not dec!me one diglL The 
palle: !ucom:r.ended a more reahstlc 
mefl~ure of family im::l!ll(! that 
stans with cash mco:ne, SlImn.lCIS 
taxes im::! oot.-of·f!ocket med\cnl, 
child-car!;; <me somc other CO$~S and 
adds in the value of 10M stamps. 
lUlusing aSSistance and tax credIts. 
O~ Ihe JSStW 01 WOOf!! (he poVerty 

\hrt!shQld shOuld ~ set, the panel 
reeommcnded a mcthod but not a 
preciw answer. 1: proposed an elas, 
tiC threshold that would kef}) pace 
With thC tlS1!ig hvmg staodards of 
lov.·mcr.mt: families f<l,hH thnn, <l$ 
und(lr the current measure. :'em:l;n­
ing fixcu hy Inc lood-buymg nabHE: of 
the 195ii'!i. The ptD!iOSed Ihreslll)ld 
wClIid L'i.j(\U' !h,> Rll1!lU!)[ {ha: i\ r-eprc­
SC'1t;'l{[V;;; pr(r,lJ'I 01 lnw.incom!<'fum. 
illes :!c!~a;ly spcndson lood. dOlt\mg 
and hou~mg plus U perc(m or SO 
more to cover other c);penC!\ures. 

ExaCl!y wh>Jfe Ih(' proposed 
'thrcshoh.l IVm!1£! !ie WCt;;O dc?t!nd. 
IMn. <)0 which kw,'·mcornc lami!leJi 
!he yrvcrnn:.cm chose 10 MSI: call' 

tUllQn. prl1fl"$c Seiling Ihc new 
thres."lOld at <1n Iflcn\ne level lhm 
ke!:'ps mensurw PO\·Ctly the $41mc 
under the new ami old Sll.lnaards lrl 

(hc ye;lr tM new standaru is ntlnpl­
00. That way, the IW"cr:1tllt'fII ..::m 
adopt re\;'ItlVely U!lctintro\'cf$lal ;01' 
pra\''Jmcnts in 11;1' sfand;ud Wf!hmu 
gCWflg buried In the co~trO\'CfEY of 
dt'c:::tng how ma..""i.y people tc !abu] 
lUl'h'f:Y strlcke!~, 

Tnc :r.lpdfti:lnt p<lJrtl is that the flew 
standard would yu;:Jd a smarter way 
to track char.ges in poverty >OVVf 
Hrne. Accurate!y atcour.tmg jor 
changes over time won Jxcomes 
more mtp6tlar.l than the nemiler 
chosen lor the alOOUt'll of fX',,,erty lrI 
IlIcycarlt\cntws(;Jnd:ir:::l5:tdopled. 

indeed, !tackingChil!lgC5 is all tn:!! 
il prlVocrlv stat;1aid n::l!ly 1l00ii.'11l(' 
f1~mbcr 1: In !he §!5fcm"fif"j'iOYCf!y 
11'1 Il PDF~m in tha c:!rly ITO's" is 
arbItrary, Pl!' the far.l mGt !J[)V\1r\y 
ra$C llr UOO<lI TWO p~rcc!1t,(gc PUHlIS 
nv~r \h~ next Z5 YCJfS IS 111c!J.r;mg:\ll 
- Somtthing bild hllppencd. 

$md aM!her way. Congress lweds 
a standard ,hat wOllld mdkm.c, WHC 
it!O !louhlc la:.: croo)(s. hOI!~H'jg 

'.'OUcnCfs and hea!l:t /Wlf!llt5 for {he 
POOT, thtt: it did some,hlnl' good, 

MOSDA Y, NOVE;;tBEF: 29, Jli99 

http:yrvcrnn:.cm
http:lov.�mcr.mt
http:star;;j.mj


Essay 
WILLlAI'..I SAFIRE 

Jeremiah Speaks 

nAIt!'EItS Ft-:R"ll.Y, W, \'a. 

In ch:\~gmg :Hmmd Ih" clQthes m 
my (::lj\~t I!) ,l;!.'! fl',(dy lor Winter, ! 
maUG a Ihs!n<ll'lI1.g C1SC!J','C,Y, I !'ial''.' 
)$ "lmt!>, 

1,1,'11.11 land of pc-rson flceC5 3S 
sh~rts'.' 1 Am nol a clothes r.one, 
much less a Sr.lr! !rc;;k. Even- nfwr 
5Hbrr:.::tll;g the r:urp';., palYCHCf :::lr· 
C,tro), gwen;c me thai I'O/(lu!d nOI (;Ie 
caugh: dead ffi. !hll1 lcuVtl~ more 
:;!llrlS tr.an n mall can wear In a 
rtlQrlth. 

My fltst fcawcr. 1$ dcL,nSlVC, 
\i<l';l'~ Wf\mj.t Wilil )m\T'lt! n Vl\~r 
as:,cTtra.,'1l! nt shirts? I 01;1".;; a gOOt.! 
b'II)$;: '11'~ g~:rn Omc~ ;1r~ rolhng. So 
whAt it Ihl!J"c's"r.o more room on my 
shelves? Tllat I'Ma:1S only lh:H it's 
uru" 10 hUl\d more ShC:\'1fljC 

\V~lal's m!HC, my $hin ;lc"uisjcol\ 
p"ograrn rnah{'~ me :w ('(ol\mn:y' 
d~(\'11l1l- ('onsum~r. Tm~ udds. !O [he 
proi:l\ nr Van !h.'WWIl or l.>took~ 

Brolh\!riO. lherdy,: rnl~lng 11:(.' $lock 
\"aIU~'\l1 i\m{'fl\;;i's \1cn~iol1 f\leGs (md 
?~IWlg nee m ale' Jr.!Jl:lhs 01 lmpG\!' . 
er;s:!~d illaloYSt;\hS w!ic Sl'W on tlH! 
sk'<;>\'es, Spending c;)!\ !los !;x; j1.lSc)­
fwd:\s:t ,,'Inue, eH~1l when I! buys Ihe 
llllll('cdcd, 

I\1UtJIlfll'.,{i the mllhnmml m:mh:l, 
"sjX'lldthr1Ii'IlCS5 IS hex: to godl,. 
ncss," J well! In 1Iv; :attory-cl,;.!!et 
moll! m llaW:rstcll n, J\1u, There', Or! 
"h;;mks-!or-yoor-?turoouge W {111kc!ld 
C<lnsumcr (:OOsummatlon W05 rile, 
Hordl!~ ot buyers 110<.'<.1 \:\110 sna[ch 
flC:jlS n'!,;,ucl~d from "list prices" tl'.Ul 
J)nly loof~ jr, deprtmcnr S!OfCS PhY, 

AccCmp"illed by my v;]i:,<e-$,)I'vy 
fJmil)" I expenenet'd Itt!! Ihrill ollhe 
harguin hunt. Nme Wf'SI and TImber· 
land shoes wenllor:!o pIIIWlCC: Ralph 
,-"Uf~n "UltS from only I:m season 
\\'I.'fe swei'>! (iff u ch.!;)n:nc( DCI:; 
Dmmu Ktlrim c;;~hmcn~ $Weil!;':Li 
Ihu: 1\1..:.n1:\ dow:l to Inc ank.les were 
ofh;r;;rl U! :til lhelr dan:.gril}' glory 
l<Jt n measly 9? bucks, 

Ever:- p!;1wc·carded purchase 
500meJ In b~ \lC1.ge:.mC~ :tgaills! th~ 
\'\'J [Jrces of' 1;5:," To ${liI ;11) carly' 
nlLl real:CHO!l from tho sale pnce ­
w\!n 51! pen:('nt off lor til;.: ~camd puir 
oi UTInN!tie(! whalcvc( - was a bty. 
er's bliss, 

Anc yct, an" In,:;, SUncmg here 111 
rlw ep!(!.':Hcr of PH!-C:lfiS!ffinslsm. 
l.ltl(rl wllh sr.~~~,>1{; ougs ,~f m;.:n:!J:m· 
dlSfl th:n pro'lvd my wor1h bm!l a5 a 
pnw!der and consPICUOUS (.'Onsumer, 
>1 (wgging thought rOOled In lht' dIm 
P)SI :mrtlc\)$: is 11'1;$ ~hc wav J wan! 
to 5P<;'lId ffiV lo,sure lime? 'J,:h;i; kmo 
of cl:<Jtlf1 trIumph l:< J chenp sweater') 
Who neec£ all :llls s:uff :l..'l)'WJ)'? 

Never Sil)' ",nf1!e" W At: ~pip~Hlny. 
'!"O;\y's rush to buy l>i I1IH ycster­
,:1.:{J adciIC:I()tl 1:1 BC!;mS!!ItH; \\1(, 
hAn gNl(t p.:L$-! thaI IuS! ftl~ poSS>;'$' 
sions that ffiQt!\'<ItM !he honrdNs of 
yesteryear. Greed IS 00 longer the 
game-; If! our lime, s.'loppins hus 
!;x;come th(" primary krm or <'Oter­
la.ufjlent. 

l>o here \1,'(' Mil L! {he Age ot Shop'" 
j'lun:llnmcilt. What we ':luy ami wear 
mergl1:S wnh what w(' s('c and hellr: 
Ihts great blob of se:f,uhsorpLou lind 
Ir,t·Jr<l.lrn.;semc:tr t<llles up our lime 
and OCOJf,lles m;r rl~lIo~. The rWlViog 
fW3el WrHCS (he messoge on tTw ";'­
sture To 1111 the fJmppmg can is 10 
l!:!!ili oncself. 

The phik'lsoplly of the shopper· 
tamers holds iiw: :~e act 01 sp~lldtng 
;!nd n01 Ihe QPj.:tj uc'tuir!!d is Ill'.' 
hllurce cf fib. III ':lI.' Tms'!, [he' flt)t)1 
wClTled th:1I "gCl!11l1< :md .sp!'ndJl'lg, 
we lay waste our pov;efs," 001 a,. 
the gcuing gels easier. 1('5 the spend· 

In the age of 
shoppertainment. 

Ing thnl gWQS us the kkk, 
You can shOp Ihe ",'Orld, but I ....'anl 

10 get QU. Mall mau!(\ mny 00 the 
ml.lrkeung: m:ljurily's way of liVing., 
hut II'S no wny of life, Doing the 
outlet Cctlter tloes r.ot stimu!tH..., the 
Mfflt:! or rcctC!:l{(' Ihe body or sllllsfy 
Ih(' soul. 

The modern Jerem!~lll asks: :!os 
you snatch the merchantllse.off tht: 
shelf. ntt: you learnj"l~ something, (II' 
_ ;us: a~ impcn:nm - are you I(!aeh· 
lng anYlhtllp,? The money you spcnd 
IOU.',!}' ~1'IU might rtHna'kc lonwrrow. 
but Ih!;' Urn!? yoo sperA spendmg en!> 
never be bough! back, 

Wnrry not. tne sensunl syl;\ar:I(~~ of 
s.\I;urbl!) ol$suru us, th!; molls :u:cl tb:: 
fac:ory~\ltJ01 /;!;r.!ers a:e :r;;'l\sitvry. 
Corr:::r.;,; gC'Il:rnuor.$- will tUrn II) the 
v!f\ual virtu!'s of lnterne! m[e!li~Cf,' 
tlnd knowLedge and :m WIU be thtl 
m!erlXlUfse rr.mlt dcstre1. 

Bill dn ynu know wn;1{ OUr 01(.. 
&pring are l>jn~ht!} cluing on IhM 
bra\'(." neW medn.lm? They !illY tlley 
ore "e:1gaged in -<,-.commerce," but 
what they are dOlOg l$ amu$ir,g 
thcr:lselves shc'ppi~,g. 

ThiS Jeremmh 5f'tl5lhal future fl:ld 
it works aE too well. Plck€lu ur. a 
enup;e of nice ShJfl5 though 0 

MO,\'DA Y. NOVE."lfBER 19, 1999 

http:lC1.ge:.mC
http:1,1,'11.11


TODAY, THE CENSUS BUREAU RELEASED THEIR ANNUAL REPORT ON INCOME AND 
POVERTY IN AMERICA FOR 1998. HERE ARE SOME OF THE RESULTS: 

Strong Broad-Based Income Gains: 

• 	 All Groups Have Seen Their Incomes Rise - From Richest to Poorest. For the second year in a 
row, all five quintiles of the income distribution saw their incomes, adjusted for inflation, rise. Since 
1993, all five quintiles have seen their incomes rise strongly, after 12 years in which there was little if 
any improvement for the bottom 60 percent of Americans. , 

• 	 Household Income Up 3.5 Percent - Tied For the Largest Gain Since 1978. Income for the 
median household rose $1,304, from $37,581 in 1997 to $38,885 in 1998, adjusted for inflation. Real 
median household income is now at the highest level ever recorded. 

• 	 Typical Family Income Up Over $5,000 Since 1993. Another measure of income -- family income, 
which excludes single individuals and counts only related members in any household .- shows a 
similar trend. In 1998, the median family's income, adjusted for inflation, increased 3.3 percent (or 
$1,475) -- the fifth consecutive annual rise. Median family income is also at an all-time high. Since 
President Clinton's Economic Plan passed in 1993, median family income has increased from $41,691 
in 1993 to $46,737 in 1998 -- that's a $5,046 increase in income, adjusted for inflation. From 1988 to 
1992, median family income/ell $1 ;864, adjusted for inflation. 

• 	 Income Growth Up for All Regions of the Country in 1998 for the First Time on Record..For the 
first time since data were reported by region (in 1975), all regions of the country saw significant 
increases in median household income. The incomes of households living in the Midwest rose 4.4 
percent in 1998, with a rise of3.0 percent in the West, 2.8 percent in the Northeast, and 2.6 percent in 
the South. 

• 	 Income of Typical Hispanic Household Up $3,880 in Past Three Years. In 1998, the income of 
'the median Hispanic household, adjusted for inflation, increased from $27,043 in 1997 to $28,330 in 
1998·- that's an increase of$1,287 or 4.8 percent. Over the past three years, the income of the typical 
Hispanic household has risen $3,880 -- or 15.9 percent -- the largest three-year increase in Hispanic 
income on record. 

• 	 Under President Clinton, The Typical African-American Household's Income Is Up $3,317. 
While median income of African-American households was unchanged in 1998, it is up 15.1 percent 
(or $3,317) since 1993, from $22,034 in 1993 to $25,351 in 1998, adjusted for inflation. 

• 	 After Rising Sharply for 20 Years, Inequality Has Stabilized. After rising for nearly 20 years, 
income inequality has not changed significantly over the past five years .- and fell slightly in 1 ?98. In 
the 1970s and 1980s, income inequality increased, while the economy expanded. In the 1990s, all 
parts of~he income scale are benefiting from a growing economy. 



Large Reductions in Poverty: 

• 	 Poverty Rate Fell To 12.7 Percent in 1998 -- Its Lowest Level 8in.eI979. In 1998, the poverty 
rate dropped to 12.7 percent from 13,3 percent tbe year before -- that's the lowest poverty rate in two 
decades. Since President Clinton signed his Economic Plan into law, the poverty rate has declined 
from 15.! percent in 1993 to 12,7 percent last year -- that's the largest five-year drop in poverty in 
nearly 30 years (1965-1970), There are now 4,8 million fewer people in poverty than in 1993, (In 
1998, the pnverty threshold was $16,660 for a family of four,) 

• 	 In 1998, The Largest One-Year Drop in Child Poverty in M.ore than Two Decades. '\Voile the 
child poverty rate remains too high, in 1998, it declined from 19.9 percent to 18,9 percent -- that's the 
lowest child poverty rate since 1980 and the largcst'one-year drop in child poverty since 1976. Under 
President Clinton, the child poverty rate has declined from 22,7 percent to 18,9 percent - that's the 
biggest five-year drop in nearly 30 years (1965-1970), 

• 	 Elderly Poverty Rate As Low As It's Ever Been. In 1998, the elderly pnverty rate remained at 10.5 
percent -- as low as it's ever been. In J959 j the elderly poverty rate was 35,2 percent 

• 	 The Hispanic Poverty Rate Dropped Toll, Lowest Level Since 1979. In 1998, the Hispanic 
poverty rate dropped from 27.1 percent to 25,6 percent - that's the lowest Jevel since 1979. \Vhile 
there is still more work to do, since President Clinton took office, Hispanic poverty has dropped from 
30,6 percent to 25,6 percent. In the past two years, the poverty rate among Hispanics has dropped 
from 29.4 percent to 25.6 percent - thafs the largest two-year drop in Hispanic poverty in more than 
20 years (1975-1977), The Hispanic child poverty rate fell from 36,8 percent to 34.4 percent - and is 
now 6.5 percentage points lower than it was in 1993. 

• 	 The African-American Poverty Rate Down To Its Lowest Level on Record. While the African­
American poverty rate is stilI far above the poverty rate for whites, it declined from 26.5 percent in 
1997 to 26.1 percent in 1998 -- that's its lowest level recorded since data were first collected in 1959, 
Since 1993, the African-American poverty rate bas dropped from 33.!percent to 26.1 percent -- that's 
the largest five-year drop in African-American poverty in more than a quarter century (1967-1972), 

• 	 ,Child Poverty Among African-Americans Down To Lowest Level on Record. \Vhile the African­
,4•.merican chUrl poverty rate is too high, it fell from 37,2 percent to 36.7 percent in 1998 -- its lowest 
level on record (data collected since 1959), Since 1993, the child poverty rate among African­
Americans has dropped from 46.1 percent to 36,7 percent -- that's the biggest five-year drop on 
record, 

• 	 4.3 Million People Lifted Out of Poverty By EITC - Double The Number in 1993. In 1993, 
President Clinton expanded the Earned Inco-me Tax Credit, providing a tax cut for low-income 
working families, In 1998, the EITC lifted 4.3 million people out uf poverty - that's double the 
number of people lifted out ofpoverty by the EITC in 1993. 
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Poverty and Welfare Reform 

Question and Answer 

September 30, 1999 


Q: 	 How is welfare reform going? 

A: 	 In 1992, President Clinton promised to end welfare as we know iI, and three 
years after the enactment of the welfare reform law, welfare reform is WOrking, 
We've seen revolutionary changes to promote work and responsibility: welfare 
rolls are down by nearly half 10 their lowest level in 30 years, nearly four time§. 
more olihose on welfare are working, ~nd the employment rate 01 people 
receiving welfare in the previous year has increased by 70 percent All fifty states 
are meeting the law's overall work requirement Numerous independent studies 
also confirm that record numbers of people are moving from welfare to work, 

Background 

Caseloads: The number of welfare recipients is at ils lowest level since 1969 (30 years) 
and Ihe percentage of Americans on welfare is al ils lowest level since 1967 (32 years), 
The welfare rolls have fallen by 48 percent, or 6,8 million, since January 1993, when 
they stood at 14.1 million, Slata:liy-stale numbers show 3.1§Ja1es have had declines of 
50 percent or more, A recent report by the Council of Economic Advisers finds that the 
implementation of welfare reform is the single most important factor contributing to Ihe 
widespread and continuous caseload declines from 199610 1998, CEA eslimates thaI 
the federal and stale program and policy changes implemented as a result of welfare 
reform account for approximalely one-third of Ihe caseload reduction from 1996 10 
1998. The strong economy has also played an importanl role, accounting for 
approximately ten percent of the decline, 

Employment and earnings of current welfare reCipients: Nationally, Ihe percentage of 
welfare recipients who work rose from 7 percent in 1992 to 27 percent in 1998, wilh Ihe 
remainder fulfilling Iheir participalion requirements through job search, education, and 
training, The earnings of Ihose on welfare have increased about 11 percenl belween 
1997 and 1998 (from $506lmonth to $553/month). 

Employment and earnings of former welfare recipients: Resulls from a national survey 
released in August by Ihe Urban lnsti!ute found 69 percent of recipient. had left welfate 
forwor~, and 18 percent had left because they had increased income, no longer 
needed welfare, or had a change in family situation, The report found that women 
leaving welfare were working al nearly idenlical rates, types of jobs, and al salaries as 
other mothers wilh incomes up 10 200 percenl of poverty or $32,000 a year for a family 
of four, This study found former welfare recipients had a median hourly wage of $6,61 
which is ,,-crually higher than olber low-income mothers whose median hourly wage is 
$6.06, More than Iwo-thirds of employed former recipienls are working 35 hours per 
week or more, which is slightly higher than other low-income molhers. 



Poverty Statistics; 1993-1998 

1994 

14.5 
30.6 
30.7 
11.7 
21.8 
43.8 

9.8 
38.6 
19.Q 

44.0 
24.5 
63.1 

38,059 
10,196 
8,416 

25,379­
15,289 
4,906 
6,888 

14,380 
7,075 

3,816 
5878 
3415 

4,769 
6,442 

74,0 

9,698 
14,610 

66.4 

1995 

13.8 
29.3 
30.3 
11.2 
20.8 
41.9 

8.5 
36.5 
16.2 

41.5 
23.? 
6t.a 

36,425 
9.672 
6,574 

24,423 
14,665 
4,761 
5,970 

14,205 
6,285 

3,634 
5670 
3403 

3,692 
5,517 
705 

8,983 
13,999 

64,2 

1996 

13] 
28.4 
29A 
11.2 
20.5 
3it9 

8.Q 
35.6 
17.2 

41.9 
22.7 
58.8 

36.529 
9,694 
8,697 

24,650 
14.463 
4.519 
6.330 

13,796­
6,650 

3,755 
5333 
2990 

4,055 
5,854 
69.3 

8,3l5 
13,764 

60.8 

19'91 

13.3 
211.5 
27.1 
i1.0 
19.9 
37.2 

9.0 
35.1 
17.1 

41.0 
21.6 
59.1 

35,574 
9,116 
9,308 

24,396 
14,113 
4,225 
6,364 

13,494 
6,583 

3,614 
5049 
2863 

3,996 
5,907 

67.6 

7,805 
13,422 

58.2 

1998 

12.7 
26.1 
25.8 

10.5 
18.9 
38.1 

8.1 
33.1 
15A 

38.1 
20.5 
54.8 

34,476 
9,091 
8,010 

23,454 
13,467 
4,151 
5,774 

12,907 
5,9D3 

3,456 
4775 
2782 

3,274 
5,355 

61,1 

6,858 
12,845 

53.4 

"93 to '98 

.,5.9% 
-21.1% 
·16.3% 
-13.9% 
-16.1% 
·20.4% 
·19.8% 
-14.5% 
-19.8% 

-16.1% 
-'9.5% 
-14.0% 

~12.2% 

-16.4% 
·('-1% 
~10.6% 

-14.4% 
-19.0% 
-17.7% 
-11.8% 
-17.5% 

-14.3% 
-21.7% 
-19.3% 

-34,0% 
-18.0% 
-19.4% 

-32.2% 
-14.1% 
-21.0% 

(,VfL' POV"-f-t.a 

Pere.nt Chango 
'95 to '93 '91 to '98 

·11.0% -4.5% 
·10.9% ·1.5% 
·15.5% ~5"5% 

-6.2% -4.5% 
·9.1% ·5.0% 

·12.4% -1.3% 
4.7% -1{LO% 
·9.3% ·5.1% 
-4.9% ·9.9% 

-6.1% ·5.6% 
-13.1% -4.6% 
-11.3% -7.3% 

~5A% -3.1% 
-7.9% -0.3% 
-5.9% -2.9% 
4.0% -3.9% 
-8.2% 4.6% 

-12.8% -1,8% 
-3,3% -9.3% 
-9.1% -4,4% 
4.7% -9.0% 

-4,<)% 4,4% 
-15,8% -5.4% 
·16,2% -2,6% 

-15,9% -18.1% 
-2,9% ~93% 

~13.3% ~9.6% 

-23,7% -12.1%, 
~,2% 4.3% 

~16.8% ~8.2% 

Poverty Rate (Percent) 
Overall 

Black 

Hispan!c 

White 

Child 
BlaCk Child 

Extreme Child Poverty 

Female Householder" 

Extfeme Female Hholde.... Poverty 


Single tvtother Family" 

Children under 6 in all families 

Children under 6 in single mom fam. 


Number In Poverty (Thousands) 
Overall 
Black 
Hispanic 

White 

Child 

Black Child 

Extreme Child Poverty 

Female Householder' 

Extreme Female Hholder~ Poverty 


Single Mother Family'" 

Childron under 6 in aU fammes 

Children under 6 in single mom fam, 


Percent of Related Childron in Families Receiving 
Food Stamps {at glven ratio of the poverty IIno) 

Under.5 of Poverly Line 
On Food Stamps (Thoosands) 4,959 
Total (Thousands) 6,534 
Percent 75,9 

Under 1.0 ofPoverly Line 
On Food Stamps (Thousands) 10,114 
Total (Thousands) 14,961 
Percent 67.6 

1993 

15.1 
33.1 
30.6 
12.2 
22.7 
46.1 
10.' 
38.7 
19.2 

46.1 
25.6 
63.7 

39,265 
10,877 
6,126 

26,226 
15,727 
5,125­
7,017 

14,636 
7,266 

4,034 
6097 
3446 



Under 1.25 ofPoverty Line 
On Food Stamps (Thousands) 
Total (Thousands) 
Percent 

11,434 
18,843 

60.7 

11,144 
18,467 

60.3 

10,368 
17,891 

58.0 

9,653 
17,608 

54.8 

8,913 
17,144 

52.0 

7,849 
16,447 

47.7 

·31.4% 
-12.7% 
·21.4% 

-24.3% 
-8.1% 

-17.6% 

-11.9% 
-4.1% 
-8.2% 

Source: Bureau of the Census 
• Poverty rate for people in families with female householder, no spouse present. 
.. Poverty rate for families with female householder with children. 



Absolute Change 
'93 to '9a '9S to '93 '91 to '98 

-2.4 -1.1 -<l.6 
-7.0 -3.2 -OA 
-5.0 -4.7 ·1.5 
-1.1 -<>.1 -<l.5 
-3.8 -1.9 -1.0 
-9.4 -52 -<>.5 
-2.0 -<>.• -<>.9 
-5.6 -3.4 -2.0 
-3.8 -<>.8 -1.7 

-7.4 -2.8 -2.3 
-5.0 -3.1 -1.0 
-8.9 -7.0 -4.3 

-4,189 -1.949 -1.098 
·1,186 -781 -25 

-56 -504 -238 
-2,172 -969 -942 
-2,260 -1.198 -646 

·974 -610 -14 
·1,243 -196 -5g0 
·1,729 -1,298 -587 
-1,273 -293 -590 

-578 -178 -158 
-1,322 ·895 ·274 

-664 ·621 ·61 

-1.685 ·618 -722 
-1.119 ·162 -552 
-14.8 -9A -6.5 

-3.256 ·2,125 -941 
-2.116 ·1,154- ~571 

-14.2 -lOll -4.6 

'98 Number lowest Since... 

lowest since 1979 
lowest ever since data recorded 
Lowest since 1979 
Lowest sInce 1989 
Lowest since 1980 
Lowest ever since data recorded 
Currently no historical series 

before 1993 





AUG-19-1999 THU 12:08 PM GDF-5TH FLOOR FAX NO. 202 662 3550 P. 02 


:;:, ·t ,. .• 

EMBARGOED UNTIL 12:01a.m. (ET). 

Sunday. August 22, 1999. 


(Note: August 22. 1999 is the third annlver4ary 01 the federal welfare law.} 

Ikbonth Weinstein 
(202) 662·3565 

Extreme Child Poverty Rises 
By More Than 400,000 in One Year, New Analysis Shows 

States Must Do Far More to Make Welfare Changes 
Safe and Effect/ve for All Children, Says Children's Defense Fund 

Washington, DC. N~ 'l1tc number ofAmerican children living in f.1m;llcs with incontcs 
below oncMhaJfofth:; poverty line rose to 2,7 million. In J997t up by 426,000 from the previous 
yCQf. according to an analysis ofgovernment dab released today by the Children'$ Defense Fund 
(CDP). 

Moreover. the increase in children bcJow halfof the poveny line - temled "exlrcme 
povcrlyll in the report - was directly linked to the w~akening protective rolc ofcash assistance 
and food stamps. CDF found. One-half of the poverly lin. in 1997 was equal to $6,40 I a year for 
a thrce ..person family (equlvallmt to $123 R week) or $8,200 a year for a family of four. The 
analysis difters from past reports because it takes into uccount taxes and nflncash benefits such as 
food stamps, not just cash income (which includes sources sueh as earnings and public 
assistance). 

Most of the inerease in children below one~haJfofthe poverty line occurred among single 
mother families. the group most affected by recent welfare changes, CDP found. The number of 
extremely poor child ten in singlc~mothcr families jumped by 372,000 - Or 26 percent - from 
1996 to J997, according to CDPs analyses of data from the Census Bureau's annual Current 
Population Survey. 

The sudden jump in extreme child poverty is especially startling because it occ\.lrn~d 
dcspit~ an unusually strong economy. Prior to the 1997 increase. the number of children Hving 
below half the poverty line had dropped for fOllr straight years, the CDP analysis found. 

"More families have been successful in finding work) and some ofthesc: are escaping 
poveny. Out more UUlH 400,000 children have been push<::Q. much deeper below the poverty 
lillC," said Deborah \Vclnstein, director of CDF',s Family Income division. ('For many families, 
increases in earnings have been outw~ighed by the Joss of aid. Too oftent familIes lose food 
stamps or other help that by law they should continue to get. These fnmHies eao plunge through 
the holes in the safety net iI1to extreme p(lverly," 

"States are not doing enough to help the wOl'st~off families find and keep jobs. Food 
smmps. child care, training, and other work supports can lead to stable work, instead of deeper 
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poverty," said Weinstein, adding that for some families facing multiple hurdles) stUl other 
interventions will he needed. . 

August 22 will mark the third anniversary of the welfare law signed by President Clinton. 
HWhcn children faU into extreme poverty, they suffer significant increases in stunted. growth, 
lower academio test scores, and lower earnings years later. States must use the funds available to 
them now (0 prevent these lifelong losses for ehi!dren~" said Weinstein, Most states have not 
spent all the federal welfare funds given to them under the 1996 wclfare taw. 

The study found D. direct link between increased extreme chHd poyen)' and ill!! dwindling 
protective role of public assistance and food stamps. In 1996. family ineorne from c;l.<j,h 
assist."'mcc ·and food stamps kept more than 3.6 million children above halforthe pOverty linct 

according to the analy$i~. By 1997, however, these two programs kept less than 3 million 
children from extreme poverty - meaning they protected 652,000 fewer children thnn the year 
before. Had this protective rol<J merely remained constant. the number of extremely poor 
clliJdren would have shrunk by 226,000 in 1997. the report found. due to rising employment and 
growth in non·wctfare income among lh~ poorest families:, Instead, the weakening .of ilssistance 
.Ilowed 426.000 more children to fall below half the poverty line. 

CDF specially noted the crucial role of food stamps, "In dollar terms, food stamp income 
didn't dcclin(; tiS much as cash welfare in 1997 fot single mother famities, ,But losing food 
stamps was often the final loss that tipped the family into extreme poverty~" explained CDF 
analyst Arlee Shennan. "Food stamp losses are the big reason we found increases in extreme 
child poverty, while rile offic-j~l govertln'.!ent numbcrs ~which do not count food stamps -- do 
not." Sherman noted that many families who lose food stamps when leaving the eash assistance 
rolls probably qualify to keep them. but may not know tbey remain eligible. In addition, most 
states require families to take time off from work for frequent trips to the welfare oflicc to 
document their continuing eligibility for food stamps. These- rules may make it impossibtc for 
working parents to get the assistance their children n;~d. 

To make the new wei/EIre- syslems safe and effective for all children. CDF recommended 
that states make sur¢: that food stamps and health coverage reAch low~incomc families, whether 
or not they receive cash welfare, I<Outrellch by public and private agencies call help to infoml 
L'lrnilics about their eHgibHity for food stamps. and' eligibility should be restored for all legal 
immisrant chiiuft!O," said Weinstein. "States need to chnnge rood stamp office hout1; and 
proccdurcs to tllnkc them working pilrent-friendly," CDF aiso recommended expanded work 
supports like child care and transportation; effective job traiuing; and a flexible response to 
severe barriers to e:mpJoyrnellt~ which include domestic violence, chronic illness. iliitcracy. or 
pockcts of high unemploymoot, "Some states have stm1ed to offer the supports families need," 
Weinl>Lein said, "but the jump in extreme child poverty shews that. in too In.:lny cases. the states 
arcl)~t doing nearly enough to help the neediest families,*' 

'lllc mission ofthc Child~en's Defense J-'und is 1.0 Leave No Child l1ehind®and to ensure every 
child n ffcalilry Slarl. a llu(1d SraN. a Fair Star/, ... Safe Start, and it Moral Start in life and succcssfol 
passage to adulthood with the help ofcnring families and communities. 

- 30­
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Extreme Child Poverty 

Rises Sharply in 1997 


"-----­
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The Children's Defense Fund 
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(202) 628-8787 
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The mission ofthe Children's Defense Fund is to Leave No Child 
l1ehindfP and to cosme avery child n Heallhy Start, a H(!ad Start, a Fair 
Sltlrt. a Safe Stem, Hnd a Moral Start in life and successful pass~ge to 
adulthood with tho help of caring families and communities. 

CDF provides a strong, effective voice for a.1l the children of 
America, who cannot vote, lobby. or speak for themselves, We pay 
partkular attention to the needs of poor and minority children nnd those 
with disabilities. CDF educates the nation about the needs of children 
and encoura.ges preventive, investments in children before ihey cet sick 
or into trouble. drop out .ofschool. or suffer family breakdown. 

, 
CDP began in 1973 and is a private, nonprofit organization 

supported by foundations. cot'pOration grants. and individual 
contributions. We have never taken government funds. 
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Extreme Cbild Poverty 

Risei; Sba<ply in 1997 


] n troduction 

Much attention has been paid to the dl'amalic drop in welfare caseloads thnt followed 
the signing of the 1996 wei rare Ja.w 011 August 22. 1996. Since then, government figures 
have revealed an increa5¢ in employment for tho welfare population, which is important 
good news, For most of tho families leaving the: rolls, however j earnings have not risen 
enough to raise their chHdrcn Qut ofpoverty. For many, employment is unstable at hei-':(. 
Often, available jobs are pot enough to offset the loss ofgovernment help - tt loss that, 
despite state and federal policies to the contrary, often includes food stamps and medical 
covllragc as well as cash assistance. 

One result, according to the findings in this report) appears to be a significant rise in 
1997 in the number or children experiencing the most extreme form ofpovc:rty. Among 
chi ldtcn in single-mother families - the group most affected by the welfare law - the 
number of children living below onc~half of the poverty line rose by 26 percent from) 996 
to 1997. Additional findings indical€! that t11is surge in extreme childhood poverty was due 
to the weakening protective role of public cash assislancc and food stamps. 

The new findings strongly suggest tlmt some families afC not yet receiving the help 
they need to make a successful transition from welfare to work" The findings ure 
consistent with other recent studies, which have found deepening poverty among the 
poorest families with chUdrcn. as well as joblessness. inadequate wages) and inability to 
pay for food and shelter among a sizeable minority of former welfare recipients. 

This report is bllSed Children', Defense Fund (CDF) .nalyses of annual Census Dureau 
survey data, Extreme poveliy in this report is defined as family income below oJle~halrof 
the federol poverty line - that is, below $6,401 a year (equivalent to just $533 a month or 
$123 n week) for "three-person family or below $8.200 for a family orrour. 

1'hc report uscs an inclusive definition Qfincornc that accounts for taxes and the value 
of certain noncash help (such as food stamps) as weU 8S conventional sources of eash 
income counted in official govcrnmenlfigurcs (such as wages and salaries, self 
emp\oymcnt earnings, government ben~fit payments, child support, and dividends), (Sec 
the technical appendix for detailed definitions.) Although this expanded income definition 
is broader than the official definition, it is commonly used by researchers both within and 
outside of government. 



AUG-1S-1999 THU 12:10 PM CDF-5TH FLOOR 	 FAX NQ 202 662 3550 p, 07 

The New Findjng.,~: Extre!ruLChild P.9vertv Grows in 1997 

Using this expanded definition ofincome, COl<' found that: 

• 	 The munbcr ofchildren Hving in families with incomes below one-half of the 
poverty Hne increased by 426,000 (from 23 million up to 2.7 million) between 
1996 and 1997. 

• 	 Most ofthls increase occulTed in lUQtherAonly famHies. the group most affected by 
the welfare law. The number ofextrcmcly poor cbildren in such families surged by 
372,000 children - or 26 percent - in 1997. a statistically significant increllSC. 

• 	 Dy 1997, 1.8 million ~hHdfen in mother-oniy families lived below half the poverty 
line. 

• 	 In 1997, 10.8 percent of children in mothcr-only families lived below one-half of 
the poverty Hoo. up from 8.6 percent the year before. 

• 	 The number of extremely poor children in other families (those headed by males or 
married couples) grew much less, rising by just 54~OOO (6 percent) to' reach 921.000 
in 1997. 

Nurnbl}rof Children Ekjow Half the Povet1y L.IM 
Utdng an Expanded Oefinltion ot Income, 1$$'3-1$$7 

':tolOO.OO¢ 1 
1.1100,000 

1,ISOO,OOO j 

---- ­

'------_...",.. "" 
Soo.lW Cf>F .'1:11;1", of ~atd! C~f'OIN;>m. s...... "l' (~1fi'l. M~rcl11getU 

Slki~ Tul>~' 11,,, <fa\" 


The im:rease in extreme child poverty revealed by this expanded measure is surprising 
for at least two reasO'ns, First, it is sudden, Prior to in¢rcasing in 1997, this measure had 
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been falling for four straight years. Second. it runs counter to broad economic trends. The 
increase coincided with an unusually strong, suslained. and widespread economic boom, 
which resulted in higher incomes. m{,1fe empl()yment, and decijn!!s in the overall rate of 
poverty for both children ood adults, 

In contrast to oVCIall poverty. however, exJrcmc child poverty is n more revealing 
Illeasure for tracking potential negative effects of welfare changes. That is because most 
children who receive cash a!;;sistance are already in poverty but may not be in extreme 
poverty. 'nicrcfore, it is not :lppropriate to mCft$ure declines in their economic well-being 
by examining in their poverty status; but it is appropriate to track their exposure to extreme 
poverty. 

Reasons for the Increase in ExtreJIlc Child PovcdY"Among Mothttr..Qn.!r FamUiC!i 

The 1997 increase in cx1reme child poverty has passed unnoticed until now beQluse 
official tabulations ofCensus Bureau data Cor chl1dren under one-half ofthc: poverty line 
do not account for noncash aid and taxes. Anlliyses using the official definltion of income 
do not show a significant change in extreme child poverty in 1997, I 

The Weakening Protective Rttlc of Public Assish.nce and Food Stllmps 

Why did cnF find a significant rise in extreme p~wcrty when the official figufCs did 
not? One major reason is the role of food stamps. Welfare recipients often ~top getting 
food stamps when they leave the welfare rolls - even though many remain IpgaJly eligible 
for food stamp help. Further, most legal immigrants lost fODd stamp oligibility in the 1996 
welfare law, The following table for mother-only families - the group most affected by 
vlclfare changes - shows that simply counting food stamps in the measufC ofincome 
UnCovers a substantial increase in extreme child poverty that is not seen under the oflicial 
income definition. 

These figures suggest that additional O\ttreach to re~enrolt 1hese families in the food 
stamp program eould h~tp tlddrcss the increase in extreme child poverty among mother.. 
only f<lmilies. Restoring aid to legal immigrants would be another positive step. 

-~-~---

1As prevleus CDP' publications heve noted, tbe Qfficial (:a~h inOM1e definition showed an increase of 
394,000 c:x.tremely poor cbi!dren from 1995 tOo 1991, This illCrense was nOlewol1by_ for three rCllSt)r,s, First, it 
occurred at a tim() of general ce(Jnomk grow!..; and falling ¢vcl'all child poverty. SeJ;onJ, it coincided 
somewhat with increases in s.tntl.'AoltiatI!U welfare ctr~.ngc:s, Tblrd, COP' nnnlyses IIhowt':d mac it could be 
explaineu by lh~ diminiihln& prO\Mlive role of cash ;l'ssi$tam:e In keeping family incQmes ah()~ one~hllifof 
the poverty line. (See CDF. W<!/Rlre (j WhUl?, 1998.) On the other hand, the official fi&ures on cxlf..:me 
child pO''!crt)' showed that mOllt ofrnc increase occurred in 19% and not in 1997. when slate$ were 
presumably implementing even yeater welfate cllangG5, Moreover. a large minority of the increfl-'1t: occurred 
among married-couple families. wl'tich nre les.'i affected by welfare: chang,es thal'lllrt mother-only frunil1cs. 
Tllercforc, the timing nnd demosrnpbic pllHern ofthe earlier datil su&gcUi:d only an amhlg:uous relationship 
between welfare eh:Lngc:s and welffire policy changes. 
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ChUdrtnln MotbcT-Only Families 

Below Onc.-JlAlf of tbe Official Poverty Linc, 


By Definition oflncome, 1"6 and 1997 


Percent 
Inoorne Definition 1996 1997 Change Change 

Ca.sh Income 4,399,000 4,394,000 -4,000 0% 
(Official Measure) 

Cash 1- Foot! Stamps 2,576,000 2,864,000 -288,000 "f"ll% 

Cash + Food Starnrs + 1,441,MO 1,813,000 ....372,000 +26% 
School Lunch + Housing 
+ EITe - Ta.xes 
(CDF measure) 

Note: Tilble ~hows chllCren yO\lngur thnn 18 in femalc-headt;d f'amilies (:odudil1~ 
"lUlrelated sllbfruniUes," that is., fumilies not related to the hend of the housebo~d in which 
they ll..,c) with no ~P()U.'ie present. 

Source: COl" anaIYS:l-; <JfMarch 1991 and March 1998 C\.IrrentPcpulutlon Survey datn. 

Additional analyses confirm a direcllink between the 1997 increase in e.xtrcme child 
poverty and the dwindling protective role of public assistance and food stamps. In 1996, 
family income from cash n!1~:dstanco and food stamps together kept more than 3.6 million 
children out ofextreme poverty. These were children whose families' incomes from other 
sources (that iS7 excluding public nssiSillhCC and food stamps) were below ha!fthe federal 
poverty Ene. But counting income from public cash assistance and food stamps put them 
over that threshoJd. 

By 1997. however, these two government income sources kept fewer than 3 milllon 
children from extreme pOVtlrty. 111llS, the lotal number ofchildren protectedfrQm a/reme 
jJowrfy by cash aid Gndjooti stamps dropped by 652,000 in one year alone. Had the 
protective role ofthcsc two programs merely remained constant, with 3.6 millIon childIen, 
kept from extreme poverty. the number ofextremely poor children would have shrunk by 
226~OOO in 1997. due to rising employment and other factors that boosted the n()n~welfare 
income among the poorest families. Instead, the weakening of assistance aHowed 426,000 
children to fall below half oflhe pOVctty line. (Sec Appendix Table 5 for additional 
_1&) . 

The data indicate that. for these children - whose support from the public safety nct has 
weakened more than their family earning power has improved -extreme childhood 
poverty was the direct result ofdeclines jn government ass;stancc. 

4 
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Which mattered more, Joss ofcash assistance or food stamps? Prc.vious a.nalyses of 
income trends have found that, in dollar terms, means-tested cash assistance fell more than 
food stamps did tbr lhe aver.lge motl:rer-onty family,2 Nonetheless. the data shown in this 
rep<trt indicate that, for many families, that loss offQod stamps - while perhaps smaller­
was frequently the finnllo.s that tipped a mother-only family into extreme poverty. 

I..arger Families Appear to Face Harder Struggle 

Not aU types of mother-only families experienced equal increases in ex1reme poverty in 
1997. In fnct, much ofthe increase in extreme childhood poverty among such families 
occurred in families containing more than two children, the findiogs sug~esL 

The circumstances of 1til gc families are particularly important for children because a 
disproportionate number of children live in large fllmilics, While largc families -with 
more than two children - comprise only about one in five mQther.only families in 
America, they account for two out offive ofthc children Jiving In mother~only families. 
(rho size of these "large"' families. however, is generally not excessive: on average they 
have only 3.5 children.) 

Among children in the::;e larger mother-<>nly families, the rate of extreme poverty 
skyrocketed from 10,8 percent in 1996 to 15.3 percent in 1997. In families coll1.uiningjust 
one or two children) by contrast, tho rate rose: more slowly, from 7.l percent to 7,7 percent. 
Large families accounted for more thnn 90 percent of the total incrca.')e in 1997 in the 
number ofextremely poor children living in sing1ew mother families, The nuwber of 
extremely poor children in large single-mother families jumped by 50 percent (to 1.0 
million), but rose just 3 percent in single-mother famiiies with one or two children. These 
findings appear to be consistent with earlier results from state studies, which found that, 
among former TANF recipients, those with morc children suffer lower work rales and 
greater income losses. 

One possible explanation for this pattern might be problems with child care. Larger 
families who leave welfare in search of work may be experiencing speciaJ difficldt1l::s in 
finding and keeping njob due to the high CQst ofchild care for their chHdren, Child care 
expenditure data make clear why these costs might be prohibitive for a large family. The 
latcst Census Bureau figures (for 1993) indicate that the average working mother whhjust 
one p"rcschool chHd in paid child oare paid $66 a week for child care ~ equivalent to about 
$3,300, For a family of I.hrcc or more children and very low potential camings:, the result 
may often be that the cost ofchild care is simply too great. 

A second factor could be greater loss ofbenefits when families move from welfare to 
work. States traditionally varied their AFDC cash assistance payments by family size, 
providing; more help to larger families in response to their greater needs. But employers do 
not typically pay higher wages for larger families, Therefore, a large family thilt mQves 

, 
2 Richard tlilvier. "A.n Earl)' Lock a1 the Effec(.S ofWelfart\ Reform>" draft mlH1uscript.lun/:! 14, 1999, 
[l:wicr Is an: analyst >It the O(ficc of M.:magcmcnt and Ilttd£et. 

5 
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from welfare to work may be at particular risk of Josing morc ill bt:nefits than it gains in 
cumings. 

lno problems of large families suggest that future ,.""""It should consider the 
perspective of children - not just families - when assessing family economic well-being. 
Analyses of income trends should take a ch)Jd~s perspective - by. for example, examining 
childten's rate ofpoverty or extreme povedy ~ or run thcrisk ofmissing key changes 
among the disproportionAte number ofchildren who live in large f.'Unitics. 

Findings,g{ Deeper Poverty Arc RoIstered by Earlier Studies 

The increases ill extreme child poverty for mOlher~only families are consistent with 
relnted (but little noticed) 1lndings from other recent studies. These studies have found: 

1. Children fell nearly $2 billion deeper in'o poverty from 1995 to 1997. One way to 
sec how fll! childron arc below the poverty linc is to look ilt the "child poverty gap/' which 
is the amount required to Ii n the incomes of all families with children up to \ho federal 
poverty threshold. According to newly released data in the U,S. Department of Health and 
Human Servicos' Second Annual Report to Congress on the TANf Program) it would have 
laken $27.0 billion to close tlle "child poverty cap" in 1997. (These HHS figures count 
noncash benefils and taxes.) Notably. the fi~ures show that the child poverty gap has 
grovm by $1.9 billion in the last two years. from $25.1 billion in 1995. This deepening of 
the child poverty gap resulted entirely from a steep decline in payments to otherwise ..poor 
families from government programs. the figures show. By 1997. payments from these 
programs aUe"'luted the child poverty gap by much less - over $4 billion less -than they 
had in 1995, Although rising oarnings and other income sources helped to offset this los ... 
orbcnefits, they ~n:<:;et little more than half of the deepening poverty gap. 

2. One in five CorDler welfare recipients has no j<>b, no disltbUity benefits, and no 
enrnings from Ii spouse. According to Pamela Loprest ofthc Urban Institute. 39 percent 
of former recipients natiunwide arc not working, Twenty~fivc percent nave neither ajob 
nor a working spouse. Ofthese, only one in 100 say they have 110 need or desire to work. 

Some of those with no work llTld no working sp(Juse rely on government disability 
benefits that Play not be intended to support an entire family. Others receive forms of 
income that qtay be both meager and unteliable, such as child support. Some la~k even 
these sources of income. Among aU former welfare recipients. about 20 percent ~- one in 
five F~ are not working, do not have a spouse who is working. and do not receive 
govcmmc,nt disability benefits. About J2 porcent furthennore do not receive child support 
or social security. 

3. Even among wclfnre recipients who find a job, weekly wages arc often below half of 
(he poverty line. According to Census Uureau daLa previously analY7,Cu by the Children's 
Defense Fund, 28 percent of 1997 welfare: recipients who were earning n paycheck by 
March 1998 were earning wage.<i nfJess than $125 a week, Wages that low could not lift a 

6 
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three-person family above half of the poverty line, even ifdIe job lasted year round (which 
the majotity ofjobs held by Jomler welfare recipients do not). 

4. More tban one-tllird of former recipients sometimes run out of food or cannot Or 
pay bills. According to the Urban Institntcts Pamela Loprest. more than one in three 
former recipients nationwide reported that, sometinlC during the last, year. they ran out of 
food and didn't have money for more (38 percent) or couldn't pay their renlt mortgage, or 
ulility bins (l9 percent), These rates ofh~rdship arc significantly higher than among other 
low~it1come mothers. 

Cnndusiog 

The sudden rise in extreme chiid pOverty is alarming. Although largely ignored until 
now, it offers evidence that some children are falling through the cracks in the still 
unfinished floor of welfare reform, and is one indication ofhow much more remains to be 
done to fulfill tho promise ofreal reform for America's poorest families. Although states 
ha.ve begc.u to replace wclft'U'e with work, most have t8k.;;n on~y baby steps toward the goal 
of en~uting that aU families ean obtain stable work and an income that is adequate to 
successfully raise a child. 

Important itdditional steps for states will include increased invcstmf;nts in tnaking child 
Ct'\tC affordable and accessiblo. as Wf;U as providing help with transpurtation; more 
education and training; wagf: supplements (including state earned income rox credits) for 
below·povcrty jobs; and special attention to the needs of famHics experiencing mtlhiplc 
problems such as low skills, domestic vlolence, or cmonic illness in the family. 

States have u clear responsibility to fCV¢rse the trend of children falling below half Ihe 
poverty line, As recent research has shown,) helping children avoid extreme poverty today 
is an investment that every state ean make tow<.ll'ds the future success and learning of these 
children and their productivity as they grow to enter the workforce. 

States must also recognize the}!," responsibility to help families climb above the poverty 
line itself. In the long run, the payoff for ending child poverty is ample. in both economic 
nnd human terms. 

j For evidence on tbe benefits ofending chitd poverty, especrally exU'cme child roverty, see Arloe Sherman, 
POl'erty MalierS (Washitlston, DC: Chitdren's Defense Fund, tWi); and Greg J, OUllcan and Jeanne Urooks­
CUlln, cds_. CmwJquencc.f a/Growing Up Pcor(New York: It\lS1cl1 Sase. 1991), e$pccially cbaplcr 12. 
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Tecbrdeal Notes and DefioitiOU$ 

Poverty (poor). The tenns "in poverty)" <!below the poverty Jine," and "poor'~ aU refer to 
families with annual incomo below the official federal poverty thresholds used by the Censl.lS 
Lll1re3tl, TlI~sc- thresholds vary by fnmilycompQsitiOll nnd ace adjusted each year for Inflation. 111 
1997, tho tm\:shotd$ were S !2,802 a year (equivalcfltto $1~061 a month or $246 a week) for an 
nvcraio three~person family. or $16,400 for a family offoo., 

Extreme poverty. Extreme poverty in this report m¢MS r.Ulluy Income below (lne~h.a.lf of 
the fcd1:lml pOverty threshold. For Q; three-person fjimily, one-haif of the poverty threliChold was 
$6,401 per yetiI'". For a rOUi'~persoo family, it was $8,200 a year. 

Income. 111C cxpande:d detinition of income used in lhjs report is broader "Hm tbe official 
income definition used by the Census Bucc.au, Like the oftlcial definition. it includes-all cash 
income (sui:h as earnings, chil·j support, dividends, and all government payments such as Sooinl 
Security, public f1ssisttlncc, un<!mployment bCf.H:fits, or SSl). Unlike the official definition. !t also 
includes tlte value ofcertain o()llcash benefits (food stamps, school Junch, and housingass!stauce), 
and accounts fot ¢stimates of the rrCA payroll ~axcs and federai and slate Income taxes owed by 
tflo families (including the fed~rtd earned income Lu credit), Because tho tax amounts ~rc 
simUlations by the Census BUte.1U and assume that all eligible families wIll claim the earned 
ine(\mc credit. they are likely to ovets{,.ttc fami1ies~ income from the tax credit. 

It il; important to note that work expenses such as child care expenditures nrc not accountcu 
for in this Q..1(panded incomo definition (nor arc child care subsidies). ffwork expenses were 
counted> tlletehy capturing the rising out..ofwpocket costs to families who nre moving from welfare 
to work, the im::re<1se in extreme child povcrty would undoubtably be even greater.han is shown 
here. 

The expanded definition also C'xcludes the valuo of Medicaid and otfl-cr health insurance, in 
order to maintain some consistency wilh the poverty thresholds (which arC intended to' n;flecl 
family m ..'Cds not (;ounting medical needs)," 

Public ~uls:istaoce. Public assis.tance income includes Aid to Families with Dependent 
Child!'cn or AFI)C (now called Temporary Assistance to Needy Families or TANr) <lnd a. very 
small "mount of&t8.tl': Gent:ml Assistance, which is typically targeted to childless Individuals, 

FamUies, A family is any group ofpeop\e sharing living. quartets and related by birth 
marriage or adoption .. Unlike most omc3~t Census })uf¢au dita, this report includes families not 
relnted to the head of their household (caUed "unrelated subfamilies" by the CenslJs nureau). The 
inclusion of this smnll number of additional fdmHics does not subst,anHally affect the findings. 
(Sec Appendix Table 1 for:t cOlfiparisol1 of trends with and wilh(\ut unrelated subfarnilie;s.) 

~ Experts On the definition of poverty note that, wb:enever the; income d(:l1nition is Jltcr<!d, it may 
b«:omc impomnt to make corresponding changcsln the poverty threshold, In order to l1'1.&ililain consi~tcncy 
betWCl:fI the types of family resources counted as !acome ar,d thc types offami!y needs implkit in Ihe 
poverty line. For simplicity, the fignres shown in this rcpOIt do not make any chill1;es 10 Ihc fedel'lll poverty 
thresholds, Howcv1,!r, Ilfiy compreben~lvt; rC'definition ofpoverty should considet sueh cbanp.es. 
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Mothe.....only (Single-Mother) Families. In 1-his report, the terms "mother-only £'lmilics" 
and ··singie-mothcrfamilies·t refer to female-beaded f."lmitics with children (no husband present), 
In some cases, the actualilcad ofthese £1milics Is not the mother of the children but another 
relalive such as a grnndmothctnr aunt. 

Basic conclusioD" are not affected by adjustrn~nts for household income and 
undt't"eOuntcd welfare Income. Recently, some Wltlfarc researchers have criticized Census 
Bureau data for leaving out lioo-family household m.embers and also for ignoring a growing 
tendency 10r pooplc to u1'ldcl"teport their welfare incolne to Census imerviewers, But additional 
analyses by lhe Children's D~rensc rund suggest that I\ddressing both problems would not alter the 
finding that extreme child poverty increased significantlY in this population from 19% to 1997.s 

~ TOo exmnirw tile cl!lXt ofnOonrClativcs' income and the increased undercounting.of public assistance over 
11me, CDF repeated its analysis makin~ four cbanges: (l}c(tuntlngtho income Mall household members 
re~n!leu o{fam!ly relntl(lfll;hip; (2) adjusting tho povelt)' line to reflect the necds of <Ill hQu.lichoM members 
(by increasing the povcrty line by $2,800. in 1997 dollars, for each nonrelative); (3) lnfl.lllns the amount of 
public ass1stance income in each survey household thnt Ms public Imbtancc income (In ordcr to eounteroct a 
3 percent avel1lSc inctctse hl undencpofjing from 19% to 1997 in tbe nmeunt oJTANF income reported 
among ramilies who re]1Ort nt lcast .wme TANF income); I'U'ld nnally. (4) inflating by tm addiHonal8 percellt 
the number ofth[tdrcn in hQusehoJds lifted out otexuemc poverty due 10 'fANF (in enter 10 counteract;m 8 
rtrcertt d~clille in the ~s!imlilcd likclihoodthat TANF familles wIll rtiiport any iANF }"come), Aner 
making these changes. the es.tlmuted number of children in nlOthCf~only f:lmllfes in eXlrcme poverty ~till 
grew by more: than 20 percent - a statistically significant risc. 
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App~ndix Table 1 

Trends ill Fovci1y and ExtreMe Poverty 

Among Children ire Mother-Only Families 

Using Two Definition oflncomct 1990>-1997 


CUILtHth:.N IN MOTHER-ONLV FAMILIES Ch:UI.!!C: f>~rccnl 

19%to Chflli&C: 

'99' 1991 (992 """ '994 1!l95 1996 1\197 1997 '96 to '97 
lrWllldillp: JII/l'eltlf"d !ub/amilir'1 

NumbCr ofCh.ildr,," (00"') 
TI'fiIIl 
Pow (OIDdlLllnenme Od'inflion) 

14,553 
7,lWl 

'5,219 
8,482 

15.598 
S.~42 

16,6S6 
R,91)5 

Hi,132 
8,8$7 

17,357 
8,737 

16.946 
&.354 

16,884 
8,311 

·63
>4, 

0% 
-1% 

Attcma!e DdinitiQI\ 
r'.):\nm~ly Poor (Officilll) 

6.06' 
4,I1S 

7.1SZ 
4.441 

7,232 
4,802 

7,724 
4.819 

1,223 
4,725 

61669 
4,160 

6.5$6 
4,399 

6,-150 
4.394 

-106 ., ·2% 
0% 

A~i<:mntc fJdiuijion 1,463 1,584 1,901 '.1<)) 1.624 1.583 1,4011 I,lm +372 "'26% 

rl'(CclIi2gc orCbi!dnm 
Tom! lOi)'l.1. '00% 100"4 JO(W. 100*;. 100% '00'/, 100% 0% 
1'001 (OIDclnllnromc neflnifion) 53.9 SS.5 $4.8 54.0 52.9 SO.> 49.3 49.2 ~O, I 
A!tcrnl\l.C n..:fini,lon 45.8 47.0 46.4 46..1 43.2 38:.4 31t,7 JiLl ~O,S 

l~tl\."lldy Poor (Officjtll) 
AJ!<::mlltc, n.:OoJlion 

28.) 
10.1 

29,1 
UM 

30.8 
12.2 

28.~ 
HI.2 

A8,2 
'.7 

24,0 
9, ) 

26.0 
'.5 

16.0 
10.7 

0.0 
t2,2 

En:fluflnc UII1'dGbUf Illh/nmili('s 

Number otChildrc::n «()(Xh) 

TC'llal 13,793 14,:545 1".8{)1 13,!l:44 15,924 Hi,617 16,.213 16,175 .)8 0% 

i'Oor (Omclullnoome Dcl!uit!on) 7.363 a,OliS 8,032 8,503 8,421 8.364 7.990 1,928 ·6) -1% 


Altl!rno.tc Dcfinltnm 6,196 .,m 6,755 7,26' 6,340 G,349 6,2J5 6,11-8 -117 ·2% 
Extremely Poor (Official) 3,819 4,198 4,i79 4,534 4,171 )/152 4,171 4,179 +2 00/. 

Al\err.llw flcfinilion 1,:205 1,)92 1,646 t.47i 1.4lB 1..04 1,.294 1,63, H41 +2b% 

P.erl!Nltoce or Children 
Tollll )00% 11)0% 100% 100% 100% r(}O<lh 100% lOW!! 1)% 

f'!roI (Offici!!llrtc(!me Definitlon) SJA 5:55 :54,} 53,' 52,9- 50.3 49.3 49.0 -0.3 
Alternate Th:finl!i(>n 44.9 46.7 4S.6 45.9 4;\.0 ;1,8.2 38.S 31.8 ~O,7 

l!.I(lr~~h!ly Poo: (Omcbl) 27.7 28.9 30.3 18,6 28.1 218 25.1$ 25.8 0.0 
Alh;rnatc DdinitJt)1) 8,7 9.6 ILl 9.3 n ... 8.0 10.1 +2.1 

Definitions: 

"rn poverly" lind ~poo:' mean In lI. family with :lJ\rIual income below the (lfIpmpriatc federlll poverty threshold ($12,802 for II tllXl'!­
P'!rson family In IW7. (It $16,4000 fur 11; fnmil), of foor). 


"Ex1fCmo.: JW'((:tty~ lind "extremely P('!I1I'" mean ,(I a liunlly with l\T\I'lu,,1 jntome below ont;-hnlf orlM pO\l-cny thrCl:hold. 

"Om>,:)"l ku::omo;: do.:!lnllion" m~';)ns nll cuh ineomc (e,g,. W<l.£e:o!, salaries, sdf-employment, sovcr1lrr~nt pllyli'!¢'ll~, dividen';>), 

"AhcmtHC inceme dcfmiliOll" n\C:ms: official incomo.: plus food illamps, &ehoollunch. hOIl~tn8 ::wr..lllncc, Md thQ camed income liP: 
cf~it. minus fCt\;:ra\ nnd State income I.!!,x lind payroP tax, 

"l!nrcitll~d wllf'.lmillc1" mo.:t\ruJj 1\ {umit;; not tl3Jzted 10 the hClld o{hO\,l!le!\old. (MOSt family ineQ:mll data publi.s:hoo b)' the C~MUS lIUtCltU 
exdV1.1es u)\rol:ucd $Ubfamm~.) 

Source'; Children'!> f).!r.m~c fund ~nnlysls of the Mll~ Cu~nt Population Sm'Vty (March t991·Mu,,*" 1999). 
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Appendix Table 2 

Profile ofCbiJilren (All Tucotncs) 

By Charlltteristicsofthc FllmUy H~ad, 1993..1997 


1993 1994 1995 1996 1997 
In AU FamiUc8 

Total Numbcl' 69,008,000 69,729,000 70,243,000 70,283,000 70,668,000 
Percentage Distribution 
Totnl 100% 100% 100% lOOU/O iOO% 
1-2 Children 62% 62% 62% 62% 62% 
J+ChUdreu 38% 38% 38% 38% 38% 
family Has Child Under 6 53% S3°/t> 52% 5J% 51% 
No Child Under 6 47% 41% 4&% 49% 49% 
Did Not finish High School 20% 19% 20% 19% 18% 
fHg:h Schoot Grnduatl! 80% 8t% 80% 81% 82% 
Never MaITi~d 8% 8% 9% 10% HJ% 
Ever Married 92% 92% 91% 9Q% 90% 
White (NonwHispanic) 67% 67% 66% 65,% 65% 
Black (Non~Hisp.an!c) 15% 15% 15% 15% 15% 
lfispanic 14% 14% 14% 15% 15% 
Worked Lnst Year 84% 84% 85% 85% 85% 

Worlo:,cd )000+ HOllrs 76% 76% 77% 17r:./... 76% 

In Mo.tilcr-{)nly Families 

Total Number 16,6S6,OOO 16,732,000 17)357,000 16,946,000 16,884,000 
PCl'cent.1gc Distribution 
Total 100% 100% 100% 100% 100% 
t~2 Children 61% 60% 59% 62% 60% 
3+ Children 39% 40% 41% 38% 40% 
Fomily Has Child Under 6 53% 52% 52% 48% 48% 
No Child Under G 47% 4&% 48% 52% 52% 
Dil.l Not fillish High School 30% 30% 30% 28% 27% 
IIigh School Graduate 70';' 70% 70% 72% 73% 
Never Married 31% 30% 32% 34% 35% 
Ever Married 69% 70% 68% 66% 65% 
White (Non-fHspanie) 45% 46% 44% 45% 45% 
alaek (Noo-llispanic) 37% 36% 36% 35% 35% 
HispanIc 16% 16% 17% 16% 17% 
Worked Lilst Year 62% 65% 68% 71% 71% 

Worked 1000+ Hours 49% 50% 54% 56% 56% 

'l'Anr~..: RF.ADS: "In 1993~ 61 percent of all ehildrtlu in mother-only families )ivcd in a family that contained 
one or two ~hildrcn." 

Note: Jncome includes non-cam benefics and laxes. FamiUl!$ include \.mrem1ed subfamilies. 
Source: CDP' ann!ysis oflhe March Current PQpuhniQn Survey (Marcb 1~4"M,m:h 1998). 
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Appendix Tobie 3 

Profile of Extremely Poor Children 

(Children in Famlliei With In~(;m" BelowOoc--Halr Ih0 Poverty Line. 


Using an Expanded Definition otlncome) 

By Chnracle:ri~tits of the Family Head, 1993--1997 


1993 1994 1995 1996 1997 
In All }<'nmiUcs 

Totat Number 3,225,000 3.087,000 2,47&.000 2,314,000 2,740,000 
PereClllo.gc Distribution 
TOI.I 100% 100% 100% 100% 100% 
1-2 ChUdtCll 52% 48% 44% 51% 45% 
3+ChHdren 48% 52% 56% 49% 55% 
Family HilS Child Under 6 65% _ 63% 70% 67% 65b/o 
No Child Under 6 35% 37% 30'Vo 33% 3$% 
Did Not Finish High School 42% 41% 46% 39% 44% 
High School Graduate 58% 59% 54% 61% 56% 
Nevtlr Married 26% 24% 34% 34% 31% 
Ever Married 74% 76% 66% 66% 690/, 
White (N(1n-Hfspllnic) 47% 47% 41% 45% 43% 
Black (Non·Hispanic) 26% 25% 30% 29% 27% 
Hispanic 22% 24% 23% 20% 22% 
Worked Lm;t Year 48% 45% 41% 40% 40% 

Worked 1000+ HOUfS 27% 26% 19% 17% 17% 

1(1 Motbcr~Only Families 

Total Number 1,703,000 !?624,OOO 1,5&3,000 1,44J ,000 1,8IJ,QOO 
Per!;entagc Distribution 
Total 100% 100% 100% 100% 100% 
1-2 Children 55% 47% 47% 52% 43% 
3"t- Children 45% 53% 53% 48% 51% 
Fnmily HMChild Under 6 69% 68% 71% 61% 68% 
No Child Under 6 31% 32% 29% 33% 32% 
Did Not Finish High School SO% 45% 46% 41% 44% 
High School GraUllate 50% 55% 54% 59% 56% 
Never MarrIed 41% 41% 48% 49% 40% 
Ever MRTricd 59% 59% 52% 51% 60% 
White (Non*Hispanic) 39% 38% 33% 39% 4Q% 
Blnck (Non~Hispanic} 37% 3!)f"/(t 43% 38% 35% 
I Hspnnic 23% 21% 21% 20% 19% 
Work¢l\ Last Yea.r 33% ;l;l% 34% 32% 34% 

Worked 1000+ IIouf5 10% 8% 9% 9% 8% 

TABLE REAl>S: "In 1993. 5S percent DC extremely poor ddldrcn in motiter-only fttmilies 
lived itt ft family thai contained 1 Of Zehildrea." 

Note:; Income includes nQn~cBsh benefits and taxes. Families include unrelated s.ubfamilies. 
Source: cor analysis ;jflhe March Current Population SllIVCY (Marcb J994~March 1998). 
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Appendix 1'ahle 4 

Children Below One-Half the Poverty Line 

(Using an Expanded Definition of Income) 


As it PercentAge ofAU Children, 

By Cha:ractemtics of th~ Family licad, 1993~1991 


1993 1994 1995 1996 1997 
lh All Families 

NUlt1 her Extremely ))oor 3.225,000 3,087,000 2.478.000 2,314,000 2,740,000 
Pcrecnl H.xtrcmelypoor 
TOlal 4.7% 4.4% ),5% 3,3% 3,9% 
1-2 Children 4.0'';'' :3.4% 2,5% 2.7% 2,9% 
3+ Children 5,8% 6,1% 5.1% 4,3% 5,5% 
FamIly lias Child Under 6 5.7% 5.2% 4.7% 4.3% 5.0% 
No Child Under 6 3.5% 3.5% 2.2% 2.2% 2.7% 
Did N<lt Fitlish High School 10,0% 9.3% 8.3% 6.8% 9.2% 
Iligh Schoo! Graduate 3.4% 3.3% 2.4% 2.5% 2,7% 
Never Married 14.2% 12,8;% 12.9% t1.5% 12.1% 
Ever Married 3,8% 3,7% 2.6% 2.4% 3.0% 
White (Non~Hi$f'!llnic) . 3,3% 3.1% 2.2% 2,3% 2,6% 
Black (Non-Hispanic) 7.9% 7.3% 6.9% 6.1% 6.9% 
Hlspnnic 7.4% 7.4% 5.6% 4.5% 5.7% 
Worked Last Year 2.1% 2,3% 1.7% 1.5% 1.8% 

Worked WOO+- Hours 1.6% 1.5% 0.9% 0.7% 0,9% 

In !\1other-Only Families 

Number Extremely Poor 1,703.000 1.624,000 1,583,000 1.441,_ 1,813.000 
Percent Bxlrcmely Poor 
Torn' 10,2% 9,7% 9.1% 8.5% 10.1% 
t-2 Children 9.2% 7.7% 7,2% 7.1% 7.1% 
J+Cblldren 11.8% 12.7% 11.9% 10,8% 15.3% 
Family Has Child Urtdcr6 13.3% 12.6% 12.6% 11.9% 15.3% 
No Child Under 6 6,7% 6.5% 5,40/0 5.4% 6.6% 
lJicl Not Finish High School 16.8% 14,7% 14.0% 12.~% 17.5% 
lligh School Graduate 7.3% 7.6% 7.0% 7.0% 8.2% 
Never Marricu 13.9% 13,2% 13.7% 12,0% 12.3% 
fiver Mnrri'0d 8.6% 8.2% 7.0% 6.7% 9.9% 
White (Non-Hispan;c) 8,7% 8.1% 1,0% 7,4('/" 9,$°/" 
Black (Non-Hisp,mic) 10.2% 10.5% 10.9% 9.0% 10,7% 
Hi;:pnnlc 14,6% 12.7% 11.3% lO.4% 12.0% 
Worked Last Year S.4% 4.9% 4.6% ),9% 5.1% 

Worked 1000+ Hours 2.1% J.6% 1.5% 1.4% l.5% 

TAHI~E READS: «In 1993. 9.11'e:rccnt ofebUdren in blother-on)' (arum.£." wbosc f~mily 
contnlncd 1 Qr 2. (hildrm hlld family incomes below one-hldfof the poverty line." 

Nole: fncQmo includes non~cn.,h benefiL'; lind IIlXCS. families include unrclated s.ubf<uuillell. 
Sotlrcc: COr I.umlysis of the Match Currcnt Pcpulntlon Survey (Murch 1994~Mar<;h 1998). 
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Appendlx Table 5 


PUBLIC ASSISTANCE AND FOOD STAMPS PROTEL'T A DECLINING 

NUMBER OF CHILDREN FROM EXTREME POVERTY 


Children FaJUng Below One-Halfor the Poverty Line 

By Definition ofIncome, 1995~U!'n 


In AU Families 

Number 0/clrllt/reu wilhjamtly income be/()w 
tJlIe-lwlj0/J1fJYCrly liT/e, hatedon: 

I. All income (ex.panded definition) 

2. Income excluding public e:ssistance 

), Incom" oKcludingpl,lblie assistance nnd 
food stamps 

Number prolectedjrom extreme poyerty.' 

6y public assistance (line 2 minus Unlit I) 

By public Msisr.ar1cc and food stumps 

(line 3 minus lirtc I) 


In Motber-Only Famllies 

Numb£...,. ofchildren withjamily income butow 
one-halfofpoverty Jine. basedon: 

I! AU Income (expandt.::d definition) 

2. Ino(lmc (:xcluding publio (\.')sisl.a.o<:C' 

3. Income ¢xc~uding public itSSiS\altCc and 
food stumps 

N1JInoer prOlecl(·(l/rOIl1 extreme poverty: 

By public assistance (line 2 mimls Uno 1) 

By public assistAnce and food stamps 

(Ilite 3 minns line 1) 


1995 

2,473,000 

4.720,000 

6,543,000 

2,242,000 

4,065,000 

!,S8l,000 

3,3&1,000 

4,876,000 

1,798,000 

3.293,000 

1996 

2,314,000 

4.199,000 

5,952,000 

1,335,000 

3,638,000 

1,44;,000 

2,987,000 

_,424,000 

1,546,000 

2,983,000 

1997 

2,740,000 

4,330,000 

5.726,000 

1,590,000 

2,986,000 

1,813,000 

3,1.7,000 

4,272,000 

1,354,000 

2,459,000 

Ch.ogo: 
'9610 '97 

+ 426,000 

., 131,000 

' 226,000 

·295,000 

·652,000 

+ 372,000 

·c 180,000 

' 152,000 

- !92.000 

.524,000 

Note: Income jnchtdc~ O()n~cash benefits and taxes. Families Include unrelated subramHies. 

Source; COF analysis of the Ma~h CUlTcmt Population Survey (March 1996-Marcn 1998), 
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Low-Wage Workers Make Strong Gains 

Tight Labor Market in 1998 

Helped the Bottom 20% 
Undo Decade's Pay Drop 

By JMX»'! M. SCtn..€S(NG£R 
- SmfJ Rcf.."rtfr of 't~ WALL STnEZ:T JOtmHM. 

WASHINGTON-tow-wage Workers 
am:! minoritles enjoyed healthy pay gains 
last year. further making up for the tosses 
i.ho&J: groups have suffered in lhe paSt 

: dew1e, . . 
Thanks to a tight labor market, hourly 

wages tar adults in 1M bottom 20% (If the 
pay scale rose 2,1%, after inflation. 1(1), 

57.77, acrordingtuthe Whlte HouseCouncll 
· of Economic Advhrers, 'That was the setond 
· consecutive annuat galn. and put pay tor 
· that group at the IUghtst leve! since the 
peak' of the last expansion in 1989, FOr the 
lowest-paid women, wages alsl) Me 2.4% 

: ever 1997. and were the highest since 19i9. 
Biggest Gains for Black Women 

For all ad.ult Atrlean-Amei'kan men, 
meanwhile, wages roSe by 4% last year, 
outpacing the 3.1% gain for Whites. The 

, gap between the tW(; groups. remains sub­
· stanUal-blacks earned' $10,51 an. hour, 
compared with SHAt for whites-but the 
difference namwed sUghlly. ·Arrlcan· 
American women saw even faster 'gains. 
witb wages rising 5.2'7~ to S9.35; wAges for 
w}lite wemen rose 3,7% 10$10.59. Wages for 
Hispanic men rose 3'.l$ to $9,11. Wages for 
Hispanic women rose 4,,99(, to S7.99, 

The data appear to suggest that one·of 
the big clewis hanging over the 19905 
boom-the relatively meagerbeneCifS flow­

ing' to iradItionally disadvantaged 
groups-appears to be dissipating.' 
"Groups woose erooomic status has not 
improved in the past deeades are now ex· 
periencing real progress," boasted tM an-. 
tmal Eeonotnic Report of the rresU1ent. 
which was releasei1 yesterday. 

While 11'S not surprising that the White 
House WOUld trumpet'sueh a trend. Ute ll$­

sertion has bt!en supported by private 
economists. The llberal Economic Po!lcy 
InStitule-which has played a mawr role 
spotlighting the plight or low-income work­
ers and minorities through the 1990s-fth 
leased a separate report earlier Ws week 
that reached many of the same conclu­
sions.. . 

"New data for 1998 reveal continued 
good news for the American work forte." 
the report from the WaShington think tank 
began. "Wage growth has been particu' 
Iarly strong at the bottom of the wage 
scale," the EPI said. 

Yet d~spit~ the latest gains. many work· 
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m are still paid less,. adjusted tor Infla­
tion, Ulan they were a decade ago, And it 
remains unclear wl'Iethtr tbe lat1!St gains 
wUllast or bow broadly they will emtUnue 
to flow. According to White House ealt.uia­
Hons, wages for adult male wners at the 
bott(lfll 18 of tht! pay scale actually teU 
1.6% to $5.99:n 1m after rising In 1997. 
Lowest Unemployment Slnoo '69 

The biggest reason for the latest broad­
based wage gains is the e'ltNighlentng la­
bor market.. 'J'h.e unemployment rale las! 

, year was 4.S%. the klwMt rate siMe 1969. 
whitt the jobless tate fer mtooritlesand for 
lower·edueated workm has plungt!d 
sharply, A big factor ooltind the rising in' 
corne inequality'ln the past twO decades 
has been the rising pay premium employ­
ers have placed on workars with m<lre edu· 
cation. But with labOr shortages, even 
hlgh-llchoo! dropouts bave foond jObS more' 
easily, and ha;ve be1:n able to demand 
higher pay, 
. "If you'run a strcmg economy long 
enough, It really docs get down to the bot­
tom, and It gets to' the bottom with a 
vengeance:" said Rebecca Blank, a memo 
ber of the White House economic council. 
"We've really seen that in the last year." 

Recent pQt!des have also contributed to 
those gains, Most important, the Federal 
Reserve bas refrained from raising inter· 
est rates. even as unemplr;ynwnt has fallen 
below leve!s traditionally oonslderedlnna­
tlrmll.ry. "Working famUles have <:leBtly 
benefited" from the central bank's new 
flexlbllllY, the EPI said, "wltb nn evidence 
at aU of lnflatlonary pressure." 

Both the EPl snd the Council ot Eco­
nomic Advisers also galle crroH to recent 
boosts in the minimum wage. and both are 
pUShing for more Increases this year. Re· 
publicans have rejected that assertion. 

Another factor that eronomlsts said hilS 
held wages down !n the past decade has 
been a surge m immigration. The \Vh'!te 
BOUSf: report' suggested that immigrants 
are no longer dragging the wage seale 
down:Since 2995, wages for Mexicarl'oorn 
and Central Amerlcan·bom immigrants 
have risen-i),8% tor men and 3,8"i(, for 
women. 
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The Honorable Daniel Patriok MoyrJhan 
United States Senate 
Washington, D.C. 20510 

Dear Senator Moynihan: 

We have received your rcqUC$t for an .:ma.Iysis of the effects on the population in poverty 
of the Administrationls co;nprehC':1sive \.\'elfare reform proposal and the new \lleifare reform bill 
introduced in Congress by Senator Roth as S. 1795 and by Representative Archer as HK 3507. 
We value your leadership on welfare reform in the Sena::: over the years and appreciate your 
interest in the effects of these proposals CWTtntly before the Congress. V?hHe the Administration 
has not conducted a fonna1 analysis of these propoS31$ sL~lar to the comprehensive agency 
studies on which the repons released las< November and December were based, the Roth/Archer 
bill is similar in many respects [0 the Congressional wdfarc proposal analyzed pre\1ously by the 
Administration. 

As you know, there are many unctrta~nties in,'ol':ed in developing poverty estimates, 
Several factors that are difficult to accurately project or qaantify affect the estimates: economic 
growth and Wlemployruent, State nmdlng for welfare b;;nefits, the effect of time limits on 
employment. marriage and birth ra;:cs~ projections about what would happen under current law, 
and changes in the "culture of the welfare office" in respo:1se to comprehensive welfare reform, 
As we indicated in the origLnaJ report, cbanges in any uL...rnber of these factors could dtarnatically 
influence the estimated impacts, 

Furth.onore, no model elm begin to ""p<ure the ,,"alue ofwork or the burden ofweIfare 
dependency. This Administration Ms fought to enable Americans who work full-time to lift 
themselves and their families out ofpo....cn-:.,. But mon::;.' is not th.c only issue here. Children 
gro'Wing up in homes and communities where then: b ':·'ork will be fur better off over the long 
run than children gro'Wing up in homes and comounitics where there is only welfare. even 
though their circumstances look ab.:>ut the :;.a,,:ne in a f,<''':erty analysis. 

The Administration believes the Pl?Ltt iJiT""'elf:He and out ofpoverty is through work and 
parental responsibility. The Administration's blll tal;';5 dramatic steps to require and support 
work among: welfare recipients. Child care functing is increased significantly. and assistance is 
guaranteed to those who are working or lC;}\'!!1g we:fare due to work. The new work program 
requires all those on assistance to sign per~on.al responsibility agreements and begin working 
within two years on assistance. The Cor.g.rcssional nudget Office estimates that over 1.8 million 
recipients would have to be i...·lVol·:;td in work acu\'iti\!s by 2002, and that more t.ba.n double the 
number under current law would have ;:0 p2nicipak in subsidized work or training programs. 
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As you recall. our analysis of the conftrence report on H.R. 4 estimated that 1.5 million 
children would be moved below pov<rty as a result of that bilL Based on our earlier analysis, it 
appears thaI the change in lbe number ofpeople below povertY as a result of the RothlAIcher bill 
would be someWhat less than would result frem H,R.·l, The RothlArcher bill is based on the 
conference report on H.R. 4, but cont.a)ns Scml,; signific:mt improvements. including additional 
funding for child care1 performance bonuses, and contingency funds; no annual spending cap on 
Food Stamps; elimination of the fW<Hiered benefit stru:.:ture in the SSI childhood disability 
program; and no biock granting ofchild prokction entitlement programs. The Admjnistration is 
pleased "'ith these chang~ v..hich help move people from v.'elfare to work and may in fact 
increase the likelihood ofpoor families rmdingjobs at above-poverty wage levels, and help to 
mitigate increases in the number of people in p0\'erty during recessions, 

The Roth/Archer bill, however, makes fe·...· improvements in the deep budget cuts in Food 
Stamps and benefits to legal immig::w.ts (particularly SSJ) that are wuelaw.i to ....,ork·based 
welfare reforms and that account for most of the estim:;,t-:d increases in poverty under the 
conference report on H.R 4, The irru:n.ignll! ?TO,,:!sion:; a-r-e particularly harsh ~~ requiring a 
pen:nanent SSI and Food Stamp han fvf virt.tllly all kga: immigrants; denying exemptions for 
immigrants who become disab;c::d aftt:r entering the country. for families \A.ith children, or for 
individuals who have been wo;::king for a few Y:ZU'S a~d lose their job; and unfairly shifting costs 
to States with high numbers of immigrants, TIll;! bill also makes d~p cuts in the Food Stamp 
Program. which take the forro of a reduction ir, benefits to families \\ith high shelter costs and a 
four m.onth time limit for childless adults who are not pro"'ided v.ith work slots. The 
RothlArcherbill also would pennit States 10 replace 6, Food Stamp program with a block granl, 
potentially jeopardizing the nuuiticn 1md health of miHions of children. working families, and the 
elderly. 

The Administration alsO' has concerns a:.out $~\'eral other provisions in the Roth/Archer 
bill. First, The hil! allows States *- through itS traI:5:erab:lity and maintenance ofeffort provisions 
.- to reduce substantially their 0\\-11 spending on progr~ns serving low income fa---nilies. Another 
serious issue is that States are !lot provided '.\iLD adeq!J2!le resources to move recipients into work. 
A recent CBO analysis estimates t1.J.t KR. 3507 would tall $8.7 billion short over six years in 
terms of the federal resources Slates '."'ould ne~d to mo:et the hill's work requirements. We are 
also concerned that lbe hill restricts Swe !]ed'ilil)' by no! allowing States 10 use block grant 
funds to provide vouchers for chi!dre'Il in farnilies who ,::re subject to the iime limit. In addition, 
the Republican bill fails to providt: adequate protec:tioc lor States int eh event ofeconomic 
do\\'lltums. The contingencr fund is set at !Co low a !e':d and does not allow for expansions 
during poor economic conditions. fin;llly~ L"1t! bin lacks a strong requirement that States set forth 
and commit themselves to obj<.;ctiv~ criteri3 for the- ddiwry of benefits and fair and equitabJe 
treatment. 

You also requested informatio.c. on :he pov.erty efiectS of the Medicaid proposals in the 
Roth/Archer bili. As you know, :,~r;;e is:1o gcnetally zgreed upon way to factor health coverage 
into income for the purpose of me::suring fX1./~'rty. For' example, if the mslL-ance value of 
Medicare \\'ere counted as income, virru.ally no elderly person couJd ever be cou:lted as poor 
under the current poverty thresholds ~- 00 matter how ;In.le income they had. That is why last 
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year's report included only the distributive clTect of the ~,!edlcaid changes. The distributional 
analysis included the effect of Medicaid cbl..-:gcs on various income groups even though 
Medicaid could not be cQunted as income for benzficiat~t:s. The poverty estimates did not factor 
in Medicaid coverage because the poverty analysis oo1y tc<>k into account benefits that could be 
counted as income. Similarly, while the current Medicaid proposals would reduce low income 
families' access to health care, it would not change any of the generally accepted poverty 
measures. 

The Roth/Archer bill would l.ciCrease the r:umber ofpeople in poverty significantly more 
than. the Administration's proposal. Tne Adrninistration's b!J1 represents the principles ofrefonn 
we hope can be supported in both the Senak a..'1d House this year. It rewards work. demands 
responsibility, protects children, ane achiews 53.'\ingS tn;:<;t can be applied to\\.ard eliminating the 
deficit and balancing the Federnl bud"et by the year 20')2. The benefit program changes in the 
Administratiol,1's bill are similar in many res~cts to s. 1111, the Senate Democratic welfare plan" 
which received unanimous Democ:atic backing in the $\!!13te in 1995. The MDe replacement 
programs in the two bills are roughly the s~me> whllt: savings proposed by 't..>te Administration in 
areas outside AFDC are slightly larger than t.~e origiruJ Senate Democratic plan. The 
Administration's reductions iJl Fo<xJ Stamps, SS!, and c~:;nefhs to legal immigrants are much less 
severe than the. savings proposed 1.'1 the Ro:.h!Archer bill, l~ssening the poverty impact. 

By focusing on work, and providing l!-ie supports welfare recipients need to work, the 
Administration is serious about promoting sdf-suffid!!"r.cy and ending dependency among those 
who rely on Government assistance. This e:npnlSis on work builds on the central principles of 
the Family Support Act, landmark legislatior. which would not r.ave been possible without your 
guidance and vision in 19&8. Wi! believe d'~t ~quiring and promoting ,.vork offers great 
potentia) for lifting famiHes ont of poverty, but Liis imP:.1ct is v~ difficult to e$timate in a 
poverty analysis. 

Welfare reform is at the lOp of the N2t1orls agt:r.d.a. The Administration wants to pass a 
bill that promotes work. demands responsibiJi:y, and pre·tccts children. We apprecja~ your 
leadership in reforming welfare and redudng poveny and hope we can work together to improve 
the lives offamilies in poven)'. 

Sincert:ly, 

Allce M. Rivlin 
Director 

, . 
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The Honorable Daniel Patrick Moynilmn 
United States Senate 
Washington, D.C. 20510 

Dcar Senator Moynihan: 

We have received your request for an analysis of the effects on the population in poverty 
ofthe Administration's comprehensive welfare reform proposal and the new welfare reform biU 
introduced in Congress by Senator Rod,.s S, 1795 and by Represern.tive Archer as H,R, 3507, 
We value your leadership on welfare reform in the Senate over the years and appreciate your 
interest in the effects of these propvsals currently before the Congress. While the Administration 
has not conducted a formal review ofthese proposals similar to the comprehensive agency 
studies <>n whieh the reports released last November and December were based, the RothiAreher 
bill is similar in many respects to the Congn:ssional welfare proposal analyzed previously by the 
Administration. 

As you know. there are many uncertainties: involved in developing poverty estimates. 
Several factors that ate difficult to accurately project or quantitY affect the estim.tes: economic 
growth and unemployment, rnarria~. and birth rates, projections about what would happen under 
current Jaw. changes in the hcuhurc: of the welfare ()m~" in response to comprehensive welf8Tc 
reform, State funding for welfare benefits, and the effect oftirnc: limits on employment As we 
indicated in the original report, changes in any number ofthese factors could dramatically 
influence the estimated impacts. 

Furthermore., no model can begin to capture the moral value ofwork or the crushing 
burden of welfar. dependency, This Administration has fought to enable Americans who work 
full-time to lin them",lves and their families out ofpoverty, But money is not the only issue 
here. Children growing up in homes and communities where there is work will be far better off 
over the long flln than children growing up in homes and communities where there is only 
v.'elfnre. even though their circumstances look about the same in It poverty anaiysis, 

The Administration believes the path offof welfare and oul of poverty is through work. 
The Administration's bill takes dramatic: steps to require and support work among welfare 
rccipienlS. Child care funding is increased significantly, and assistance is guaranteod to those 
who are working or I.aving welfare due 10 work. The new work program requires all those on 
assistance .0 sign personal responsibility agreemc:nts and begin working within two years on 
assistance, Tbe Congressional Budget Office ••limates that ove, I.S million ~ipients would 
have 10 be involved in work activitics'by 2002, and that more th.n double the number under 
current law would have to participate in subsidized work or training programs. 
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Based on our earlier analysis, it appears that the estimated inen:ase in the number of 
people in poverty as a result ohhe RothiArcher bill would be somewhat less than lhe conference 
"'port on HR 4. The RothiArcher bill i. based on the conference report on H.R. 4. but contains 
some significant improvements. including: additional funding for child care, performance 
bonuscs, and contingency funds; no annual spending cap on Food Stamps; elimination ofthe 'lL ~~ 
two-tiered benefit structure in the SSI childhood disability program; and no block granting of l~~ 
child protection entitlement programs. lbc Administration is pleased with these changes, which ~~ 
may in foet increase th. likelihood ofpoor families finding job. at above-poverty wage levels, .\.0 ..,~ 
und help to mitigate increases in the number ofpeople in poverty during reeessions. However. ~ 
tbe Roth/Archer bill make, few improvements in lh. deep budget cUls in SSI, Food Stamps; and 
benefits to lesa! immigrants which account for mestofthc increascf in poverty estimated to 
result from the conference report on H.R. 4, f-d.... 

You also rcquc:sted infoffi\ation on th~ poverty effects of the Medicaid proposals in the 
Roth/Archer bill. As you KnoWj there is no generally sgreed upon way to factor health coverage 
into income for the purpose of measuring povctty. For example. iftbe insurance value of 
Medicare were counted as income, virtually no elderly person could ever be counted as poor 
under lho current po~rty thre,hotd, -- no matter how little income they had. ThaI is why last 
yeal's report included only tbe dis"ibulive effecl oftne Medicaid chunges. The distributional 
analysis included the effect of Medicaid changes on various income groups even though 
Medicaid could not be counted as income for beneficiaries. The poverty anaJysis did not factor 
in Medicaid coverage because poverty analysis only tOOK into accouot benefits that could be 
counted as income. Similarly. while the current Medicaid proposals would reduce low income 
families' access to health care, it would not change any of the generally aeeepted poveny 
measures. 

Tho Roth/Archer bill would increase th. number of people in poverty significantly more 
than the Administration's proposal. The Administration's bill represents the principles ofrefbrm 
we hope can be supported in bOlh Ihe Senate and House thi. ye.r. It rewards work. demands 
responsibility, and protects children while achieving Ii reasonable level of savings that can be 
applied toward eliminaling the deficit and balanoing lhe Federal budget by Ihe year 2002. The 
benefit program changes in the Adminisuatiun's bilt are similar in many respects to S. 11 ]7. the 
Senate Democratic welfare plan. which received unanimous Democratic backing in the Senate in 
1995. The AFIJC replacement programs in the lwo bills are toughly the same, while savings 
proposed by Ihe Administration in areas outside AFDC are slightly larger than the original 
Senate Democralic plan. The Administration's reductions in Food Stamps. SSI, and ben~ 
legal immigrants aro much less sev.,.. than lhe savings proposed in the Rothl Archer bill~rl. _L 
lessening the poverty impact.· .. :,L....'1 

By focusing on work, and providing, the supports welfare recipients need to work. the 
Administration is serious about promoting sclf-sufficiency and ending dependency among those 
who rely on Government ossistanc;.e. This emphasis on work builds on the central principles of 
the Family Support Act. landmark legislation which would not have- been possible without your 
guidance and vision in 1988. Wt; beJicve~, offers great potential for lifting families ' 
-out of poverty, but this impact is very hard estimate in a poverty OJlalysis. 

~'""Q~j 4r~~ 
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Welfare reform i. at the top ofthc Nation'. agenda. The Administration wants to pass. 
bill that J'tomQtes work, demands responslbilil}', and prote<:ts children. We appreciate your 
leadership ill reforming welfare and reducing poverty and hope we eBIl work together to improve 
thoUve. of families in poverty. 

Sincerely. 

Alice M. Rivlin 
Director 
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TO: legislative Liaison Officer· See Distribution below: 

FROM: Janet FORSGRENk .• *' 	 (for) Assistant Director fOf Legislative Refereooe 

OMS CONTACT: Melmda HASKINS ~3 Islatlve Asslstant's Line: 395--3923 
C-US, A=TELEMAIL. P=GOV+EOP. O'OMB. OU\=LRD. S-HASKINS. G=MELlNDA, 1=0 
haskins_n'l@a1.eop.gov 

SUBJECT: 	Off]ee of Management Ilnd Budget Proposed Report on Poverty Analysis of 

Welfare Reform Proposals 


DEADLINE; IO:ooAM Wednesday, June 12,1996 

!n accordance with OMS CircUlar A~19. OMS requests the views of your agency on the above subject before 
advising on Its relationship to the program of the "resident 

Please advi'5e us if this Item will affect direct spending or receipt, for purposes of the 

"Pay~A5-YoU..aO" provisions of Title xm of the Omnibus Budget Retoncilietion Act Df 1$90. 


COMMENTS; Attached Is. a draft letter from Director Riv!!n to Senator Moynihan regarding tt'le 
senator's reQuest for iHl analysiS of the effec1s on poverty of the Administration's and 
the Republican l..ea<1ership's welfare reform proposals (H. 3507 af!d S. 1195), Nole that 
Secretary Sh3laJa Is sctleduled to testify about welfare reform before 'he Senate Finance 
Committee on Thursday, Juoe 13th. 

THIS DEADLINE IS FIRM. 
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RESPONSE TO LRMNO: 4697 
LEGISLATiVe ~eFe~RAL FILeNO: 2466

MEMORANDUM 

If your response to this request for views IS short (O',g" co"curino comment), we prefer that you respond bye-mail or 
by f8x1oo us this response .sheet. 

Jf the response 15 short and you profer to call, please call the branchwwide: nne shown below {NOT the analyst's line) 
to leave a messOQe with: a legislalive assistant. 
You may also respond by: 	 . 

(1) ealllog the analyslfaUomey's direct line (you will be connected to voice mall jf the analyst does not answer); or 
(2) sending us a memo or letter 

Please Include the LRM number shown above, and the subject shown below, 

TO: Melinda HASKINS 39$·3923 
Office of Management and 8udget 
Fax Number: 395-6148 
Branch.Wide Line (to reach legislative assistant): 39S<~923 

FROM: 	_________________ (Oa,e) 

_______________ (Name) 

_______________ (Agency) 

________________ (Telepllone) 

SUBJECT: Office or Management and Budget Proposed Report on Poverty Analysis of 
Welfare Reform Proposals 

The following is the response or our agency to your raquest for views. on the 8bove~captloned subject: 

___ Concur 

___ No Objection 


__ No Comment 


__ See proposed <!<lR, on page, ____ 


__ other; __________ 


___ FAX RETURN oJ _ pages, aUaehed to this reSponse sheet 
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The Honorable Daniel Patrick Moynihan 
United Slate. Senale 
Washington, D.C. 20S 10 

Dear Senator MoynihlUl: 

We have received your request ror an analysis of the effects on poverty of the 
Administration's comprehensive welfa", reform proposal and the new welfare reform bill 
introduced in Congress by Senator Ro.h as S. 1795 and by Representa.ive Archer as H,R. 3507. 
While the Administration has not conducted II fonnal ~vjc:w of these proposals similar to the 
comprehensive agency studies on. which the reports released last November and December were 
based, the Roth! Archer bill is similar in many respects 10 the Congressional welfare prop...l 
analyzed previously by the Administration.. 

Based on olJr earlier analysis. it appears that the estimated incrc c in the number of 
people in poverty as ares.a oflh. RolhiAroher bill would be slight , , less 
than the conference report on H,R. 4. The RolhiAreher bill is based on the conference repan On 
UK, 4. but contains some significant improvements, including tldditiollai funding for child care, 
performance bonuses. and contingency fund$.; no annual spending cap on Food Stamps; 
elimination ofthe two-tiered benefit structure in the SSI childbood disability program; and no 
block granting of child protection entitlement programs. The Adminis.tration is pleased with 
these chunges. which muy in fact increa!ie lhe likelihood ofpoor families findingjops at above~ 
paveny wage levels, and help to mitigate increases in the number of people in poverty during 
recessions, However, the Roth/Archer bill makes few improvements in the deep budget cuts in 
SSI, Food StDmps. und benefits to legal immigrants which account for most of the increases in 
poverty estimated to ",suit from .he conference report on II,R. 4. 

The Roth/Archer biU would have B~reater impact un poveny than the 
Administration's proposal. The Administrationfs bill represents the principles of reform we hope 
can be supported in bolh lhe Senate and House this year. II rewards work, demands 
responsibility. and protects children while achieving It reasonable level of savings thaf can be 
applied .oward elimina.ing tbe deficit and balancing the Federal budget by the yellI 2002. The 
benefit program changes in the Administration's bill are similar in many respects to S. 111" the 
Scn~te Democratic welfare plan) which received unanimous Demoerotic oockinl' in the Senate in 
1995. The AFDC replacement program. in the two bill. are roughly the same, while savings 
proposed by the Administration in areas outside AFDC arc slightly larger than the original 
Senate Democratic plan. The A~inistratjon's reductions in Food Stamps. SSJ~ and benefits to 
legaJ immignmt$, however, ar~e$s seVt:~ tbtm the savings propo~ed in the Roth/Archer bin. 

There are a number of uncer11linties involved in developing poverty estimates. Several 
factors that arc difficult to accurately project or quantify affect the estimates: economic growth 
and unemploymenl, marriage and birth rates, projections .bout wbat would happen under CUrTent 
law+ changes in the Uculture oftltc welfare offi(.'c" in response to comprehensive welfare refurnl, 
State funding for welfare benefits, and the effect oftime limits on employment. As wo indicated 



ID:202-395-6148 JUN II '96 5:47 No.a02 P,04.. . . 

, \ _ .. ..Ilk 
f-""' "'7 ,_ J........ , 


in the originlll report. changes in any number of these fDctOrs could dramat cally influ nee the 

.stim.ted impacts, '* ~o _l..\ c_ ",~." J,.. c~ L ,~\......._:\, v.\."" J< ~. ,,,"pl~ . 
~ 

f ....tt::......... •• .~ L 6 """,I:.~ I.":"'!........, .....It.... ~ .. ~"Q' ~r.-""j 1! , ­

The Adminislration believe. the path off ofwelfare and out of poverty is tbroughw~~J.-... 

The Administration's bill takes dramatic steps to require and suppurt work among welfare ..... ~rt 
"",ipienls, Child care funding is incr....d significanlly, and as,islence is guaranteed to those w\....\\,..,g. 
who arc v,"oTking or leaving welfare due to work. The new work program requires aU those on O-Ivl\-~ 
assistance to sign perSonal responsibility asreements and begin working within two years on r--~ 
assistance. The Congressional Budget Office estimates that over 1.8 million recipient:s would ~~ 
have to be involved in work activities by 2002. and that more than double the number under ~~ , 
current law would have to participate in subsidized work or training programs. By focusing on t'~.~~... 
work. and providing the supports welfare recipients need to work, the Administration is serious ;II: 
sheUI promoting self-sufficiency and ending dependency among Iho,. who rely on Government tf,,, IS;"',:' 
assistance, We believe thatthis approach ofTers great potential for lifting families out of poverly, """ ",.J. .1 
but this imp""t is very hard to estimate in a poveny analysis, f/::::';t:.­

..J,. ..... 
Welfare refoml is at the top oftbc Nation's agenda, The Administration wants to pass a li.{f.;;:!.

bill that promotes work. de~nnds responsibility. and protects children. h f,(f 

Sincerely, :p:-­
!k 

Alice M, Rivlin r'J. 
Director 



,­ IP:202-395-6148 JUN 11' 95 5:47 No.002 P.OS 

~~,~, 
.A<;..~ jyrn@rn D~@ ~ 

~~.... ~ - 6& II~ 
yt;~!!P -tt. 

June 5, 1996 

. . 
Dear Director, Rivlin: 

I write to request that you provide an assessment of the impact on 
children of the Work First and Personal Responsibility Act of 1996, which J 
introduced today at the request of the Administration. Please provide estimates 
of the bill's effects on the movement of children, families, and all individuals in 
and out of poverty. In particular, it would be helpful to have an 'assessment of 
the impact of the legislation on the following: child poverty, overall poverty, the 
poverty gap for families with children, and the overall poVerty gap. 

Timely completion of this study will be essential for Members to 
understand the potential effects of this legislation. 

Sincerely, 

~-'---
"'" 

The Honorable Alice M. Rivlin \
Office of Management and Budget 

Wasl)ington, DC 20503 
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WASHINGTON. tIC ~10 

M/Ireh 4, 1996 

Peat.Mr-. President: 
I 

. As yO\1 may lam"" th.,Finlmce CommittM lias been holding he .....ings on 
the Na:ional Governors' Association welfare and Medicald proposals. Settefar)' 
Shalala lIPJ)C8led Won: the Finan"" Cnl%lZlli!lee loot Wed.ne$day ""lei stotl:d with 
regard 10 wellBre: 

....... Ib.e President said in Jamw:y, we sbol!ld talc. advantage of 

bipartisan consensus on tilne lill1its. 

May we a&k you to reccmsidor? Ifa five-year time llmlt i. enacted this 
Y_. it would take eftect in 2001. At that point. income support would end for 
some 3,552;000 children. By 200S, ibis number would have increased to 
4,896,000. MOl'll than twO-thlrds of theJe children wiU be black or Hispanic 

. 	(49.3 peree,ttt black, 19.<1 percent HlspiUllc). !be impact on W'ban areas ought 
zurc\y to QOIlCem UlI as well. In Ulinoi$, fOr el<8lllple, 244,000 children will 
have been dropped by the year 1.005. In New York City. we ostimate 254,000. 
To drop 2,414,000 black and Hispanic dependt:nt clWdren from our Federal lite 
$Up'po~ S)'Slell1 would surely be the most brolll! act of social policysinee 
Rcc~ 

We CQrulDt avoid th. judflmon! lhat this disporatc impact on minorities ­
which 8ecreIluy SbaJala did not di.pute - wOllld likely give rise to a civil rights 
cause ofaction. 

May 1/(8 speak to you on this matter'? 

fL~.~---
C..Q! Mosolcy-Braun 

Tha Preside'll: 

The' White House 

Washington, DC 20500 
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A Poor Measurement 

Hy NICHOlAS Ee:fMSThIiT it does not N!port fully ulual househQld spcmting ITIltCh more I1t1l1'll'Y than they re­ instructive In this "'gant. Mr, Slesnkk ({e." . 

Allhough It wa.~ not I!.'Vt:tl eakulattd un· earnings: tll3t U dtle1l !'lOt take 8 proper port eandng, In 1994. Ute latest yw avail; vlse;! II poverty mellSUtt' Umt tcmpares es- .\ 
(U tht 1960s.lhe ~poverty \"lIte" Is now one measure of the value ot me:mHesl£O Ilotm· ahle, t~ botlotn fifth 01 the ~tonS\lIll!!r timaloo.or actually reported ImusehoId ex­
of America'smoot familiar-and p(!lItlcally dlUi and oUwr fontl$ or asslsttlne1! utlllttd units· 11'1 the Slll'Vey NljllJried an avM';ftge penditure wets With th'e Miltlal ~povrny . 
t!gnlfleanl-slatisltrallrulleatoNL We bear by lmv'lncomehookhotds; and thnt it does prelu income j)f under Rt,BOIl btl! average thrMIholds," adjusted mr lime f{lf infla­

"abool It almost everywhere: In news re- • om include I~ value at !be imputed rent ~ Iota! expenditures ot mO«! than SH,OOO. tioo. One set of his nsu!!!s shows Ii : 
ports and televll;lQI'I spots; In OOl'Igrmlonal thaI America's tens of mtllklns ut borne· For iM'ry dollar they report~ latlng In, . ~p&il!rty ra\.t" for Amerka thllt begl.ns al ' 

(lebllie and speeclles by our C8tldklatts: (lWllen: obtain from lhelr hOllR$. In some they sald they were spending IUS. 31% of the population tn 1!H9. lall$ to 15 

running lnrome€': sometill'M eW!n In ~ ~. all of throse trttlclsms a~ valki. The re!l9Ot\S for this ~lscrepanty are l)y 1965. and then UI!P! on dropP!tlI: more 

vtnaUons wllh C()o<'Kl,lrtm or I'rknd$. ~ tht Census Bumu, Whkh is respons1. not a mystery. and they art' not fl'WTIds arlessrontinuoosty, untilUhlts no In 1_ 

Tht povtrly rate Is IW'W ~ps che the iul year fw thf:!le oomputatiolUl (see 
main $latis:tk:al: 1001 Utal OUt govtrnn'ltnt boX). fiQte, !O('i(tentaUy. that Mr. 
USH 10- m~Jl.SUre ~k:: well-bting for The poi;erty researchers couldn't have known at the stmmlck's cakulaUons do no! acrount fOT, 
(lur population as a Wbule. It Is unqu('s' or stmnpt to valUI!!. nooeuh governmenttime that tMi, qUick and dirty index would g'uib social benefits reffived by ~.H1~ fig·Uonably!tlt main statistleal tool by which 
our goYl!.'l't!ment d'Ul,rt.~ Its sod.' tretlue and e<",,"mic policy in'tM U.S. for decade, '0 come.' . ures Umswmpletely exclude the Impact or 
poJ!cles, and &Kainst which II mea'lum sur.h Instrument! of socltd wetfare polky 
their $W:~S. as MedlrAld. public hOU'llng, Head Start, 

ble fm" oomputln, the omctai pom1;y rote, , rur .. major tnternal Rt\lfmll' Servlt:e in· and rommunlly SOdal~. Insofar asFundamentally Flawed bas a~ed to tespond to them. wsllgatkm.. Th€ simple fael Is that bcuM­ more than blf of the gm'ernrrl!nt's
Btlt It's Ii bad statistical tool. n b II fun­ Hut in It broa4er lIe!!llt. au of !hast crlt­ hold Inoom« can.. and onen do. 'Vary tOn' means·tested hpenditures are fIX 0IlI)0<

damentally flawed ltuii«lor bf<¢ttw:e It k:bms miss It fundamental point: Matenal slderably from year to year, Peopte tulve cash public benefits. Mr. SIr.snick!s mt4" 
can ooIy offer It misleading indk:alloo of n· depriVatkm and matl!'rtai poVerty are eon· goo! years IUld bad years, and when JMl'O" sure may. thU$ still uruIer~timate am­
nantial ftl~be-jng (to say nothing of rna­ dftlolt5 4f!ltnOO not hy inCOll'll!' lm'1s btlt by pie haft bad y-!aTS.. the'y tend to try lo pre-' sumpUon leffis lor the 1(l'W¢f pottlon or the 
lerlal wdl.f/rf'lng). For more than a iVler­ eonsumpUon JIMIs. 'fbI!')' relate diJ'ed1y to vent lh~r 1e:nls of consumpHon ftem income seale, 
atron, American polity milirs bue bI!m a ttousehold's pvrthas1nf p(rifer-to It$ plunging. To ma\ntall1 or stabillU theIr . One may of ~ challenre pattieular 
tettlnt eourse by a false compass. abUlty to obtain guods and servtr.es, 'Ibe eorullmpllon levels. they can do many . urumption$ ,usl!d In prOOuting these al· 

TIlis 1001 has an Intet'1!5tlflg htstory. ~I!'d po'terty rate, however, !.kIesn't thlngs:.draw down their saVIngs, setl8$' ,tmmtlve tJgure5 on the indtlence of mate­
The ~poverty mle'" thai we w:e today was: sets. take out loans, get ~ from friends rialJlO1l1!1'(y in rnooern America. Thtrecan 
dtVlstd mort than 3il years ago. at the and family. All of these actlvt11d: an per' be lutle'doobt. howEver. that J.I~entlon to 
start of the'.lobnson adm!nlstratl(m's mit l1OO$eholds to spend more than they ronsumption ntlhtr than !ncom~ is ITH:l1¥. 
~WuOn ~y,~ by a resean:htr In tbe .are taklng In, fmtirely apart from any gov­ appropriate In approaching the problem of 
Sodal seeurtty AdmtnistratiOO, She was. ~mmenl benefits they may obtain. Under material poverty-and that surb en all" 
Wid 10 come lip wID! an Index of jYWerty In such citCUlm:tanOO$, ineome tan halJflY proaeh,ereatel a distinctly -diflenmt pte­
AmerlCJ:. and 10 do it DlHhe doob!e-tM help btlt be an unrel1able Indlcator Of ac­ t»ttJ?f the problem 11'1 America today.
War On PovertY was waiting, Assigned the tual eonsttItlption Ie,e{s far tht less ftlJ. 
admlntslt4~ equ\nlent of 'In cwm!gbt off segments of (lUI' population, . .1lIstllrtlDg - .Many distressIng trendS lIt modernterm paper, this re5Earctmr and her (eam - Atrord1&g' to the olfidal romputatkms. 
undcrstand;.bly did a ~k and dirty Job;. the poyel'ty,r~ tor Ute U.S. poputatioo ft$ America tannnt * dismissed i1$ st&tistk'aJ 
'fhay gnb~ for data that bappened to be II whole was sllglrtly hlfbl'l' illlS93 than It artifacts, The dramatic me in llieg\limacy I 

over Ute past g'eMratloll is mI. The EX­readlly avaUable!- at the Ume and cobbttd " had been In 196&, Marthe iltrt of t.bJt War p1aitkm of crimlna.llty sln~ ilia earty 1960S .!.l¢g1!theT 1(1 make their loo!lX, TIrey On Poverty. Aetordlng to those wne em· 
BJ&O·ts real. 'I'M spread or dependente­eou.!dn·t have kriuwn at the time that Iltttr daI uUmalU, the <JVeraO poverty rate in 
U'ut inmas:ln, procllvitY to s~k, and at·quick and dirty index woold gllMtt social AmI!rla has been gradually rblng Sin«' 
cept,. meat\S·!esleC! gtlftrnment bt!lleflts­llfld ~!c pollq In the U.S. tor 1M wi11971l$. By any reasonable inter­ , is an 100 tu),decadf:$ to oorne. _ . , ptetal1on. these woold hi; omllms and 

As tong as we rely upon orfldallheol'O· .What Is the "poverty tate~1 SlmplypuA. etenloot at ~ levelS, n focuses troubllllt SOI.lndtngs. . 
dal "poverty ratet however, both pubUc j,it b an estimate Qi the proportion of the lMtnd on N!pI:lrt-ed Income Intls_ Yet other facts tiill WI that the levt! (If 
and COVi!mment lrlU'lnve It dilItort~ 1m­population whose "'ported aonuallnoome 'lbls is .. mlsmttdt-of'ten • Cillnplm expenditltte!s for tm!tY stratum of our go.. 
presston of the COUntry', actual progressJalls below a 51lpulated ·povtrly threslI­ ml&rn8b:h-the extent of WI'l1dI beoome! det)' Ms Increased subs!anuany ever the _ ~ aplnst material deprlvetloo-snd wUJ, 
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"old,." whlth is offid:ally establtsM1i and . cte!! when one Ioob at the one gtI)l'tm.. past etnaratton. Those advances. tM!tI. .'turtber, be mtsred ab<lut the relatlooshlpvarles by hws:eboid type and stu, ' men! study thllt actually examines hoUse- . 1)Vff, hnve been quite steady. When 

Ix.'tween "basic economic coodlUons· andOvtr lbe years, tt!Ucs haft romplalned bold spending patterns: tM LabcrDepart· poverty estimates are based OIl ronsUlnp­
!hese other signs or Si.'lCIaI decay.thaI thl: pwerty rate fails 10 a«oont tur mffrt'lilUlRwCornrurner ~uttSUr· tlon rather than Income, one obHrVes pro­

dlrfen!nteS In living costs In dlUmo! vey.. gteS$lve and dr;tmal1e mluctlolllHfWtt the f)­
parts of the rountry; that It may be ustng In any given ,Ul. attordlng to that postwar period. Mr. ~! I.t a retearcher with eM 
mal'lJlIWriate deOlllO:rS when adjusting lor survey. bauteho!d! It tM bOttom end of C81t\:laUons by Daniel T. Slesi'da.,an Amerit:tm ~ lnstUlWi a1!d HuJUtra 
thanp5 in Uvlng msl~ over Ute Ytlf'6: \bal the AmmWl lncome rpectn1m repiJt't eoonomlst: at ~ Universlt)1 Of T~, are _.-
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How (Not) to Peddle New Ideas 
Sitting across from me Is somethlng all 

the intellectual propertY laws, all the com' 
'mon law rights and all the most experl· 
enced attorneys in the U.S, can't do any· 
thing about: a competitor's bicyCle saddle. 
N{)t that I n:'ind -competltlon. but thiS one 
looks suspiciously like my own patented 
saddle. It has the same cover. the same 
steel ralis, the same plastic base, the same 
shape, the same hallmark cut-out in the 
front that makes It ever so comfortable for 
women, and it was made by the same tor­
eign manufacturer that makes my sadt:Ue, 

Shipped 4,000 such saddles t{; another dis­
tributor on the ,assumption ,that. 1 would 
bless thUi project. On learning ot my dis· 
may, she assured me that. with my OK, 
'she planned to keep faithful records Qt aU 
saddles sold an4 to pay. me a royalty. 1 

. gave no OK, but sbe continued t~ sell sad­
dles and never paid any royalties. 

Soon the saddle began to appear evel'Y"" 
" 'where, wreaking havoc in domestic and 

foreign markets alike, From New Zealand 
to Britain, we were putting out fires right 

. and left. And throughout the chaos, my 
manuIacturer .steadfastly asserted that 

I . each ~e"ent" was a mistake that would'
.",,', happen 'gain, But the problem still,Manager's J ourna, 

By Georgena Terry 

The foam padding 00 the inside is· Slightly 
dtrferent from mine. but feels IDe same to 
the touch. The tag accompan)"ing it eYen 
asserts that it was designed by a woman­
r guess tlley mean me. In stores where Ws 
sntd, U's referred to as a "Terry" saddle. 

My eompany designs and distributeS 
products tor female cyclists. 1n 1991. I de­
SilYfled and ultimately Ilitenttd thls 
women's blcycle saddle. Whieh sueeess-' 
fully addresses the conflict between the 
hard nose fit most bicycle saddles and the 
female rider's tencler anatomy. 1 touru1 a 
foreign manufacturer to make my saddleand watched sales' grow by- leaps aM 
bounds as we made models for casual and 
seriouS riders and (yes!) even men. 

At a 1.994 trade show, I was more than a 
'little surprised to find my saddle, with my 
name on it. at a cornpetltor's booth. My 
manufacturer told me this was a mistake­
she didn't mean to send saddles with my 
name on them; they should have been un­
marked. Apparently. she· saw nothing 
wrong with selling tt:is design to others. 
Further .Investigation .revealed that she'd 

persists; just Utis month, the heavily dis­
cowrted saddle was offered in a natiOnal 
malkrrder catalog. My legal eagles sym­
pathize, but they tell me wre's not much 
J can do. And the little I ean do wili take 
years and more than a tew bueks. 1 

Our front ltne ~n Ws battle: shoold be: 
the 2,000 indeptlndelrt bIcycle dealers who 
sell QIJl' products" But· when presented 
with a knoct-ofi saddle that's "just like a 
Teny. only cheaper," they' embractn It 
with open arms.. Uke Coke. Kleenex and 
F!ig!dalre. Terry became the name for an 
entire class of products" no matter who 
makes them-in my ease, a wmnan's sad- ' 
Ole with acertain look and function. From 
a bottom-ttne anaJ)"Sit. who can hlaine 
them? They can buy these saddles tor less ' 
'than a "real" Terry and sell, them tor a 
hIgher margin, 

Sounds nne until yoo remember the 
saddle is a Teny, Dealers called us by the' 
dozens: "Hey, did you know so-and-so is 
distributing your saddle? They even caU it 

, :n!e:r~~~~!d::~~~i~=~~~: 
after we told them the prodllet was being 
sold,wtthout Our permission. not OM of 
U1em said, "I W1)1l't carry this' saddle be­
cause I know It's Y(lurs and r don't 'feel 

right about selling It This tsn't how I like 
to earn my money." ' 

Forced to fight back, J've respmilied by 
flndi.ng I! new manufacturer and then In- _ 
traducing new designs, It'll take me a lit­
tle time.. but I'll gradually get back the 
market share J lost to these interlopers. I ' 
fIrmlY believe ~ she who laughs last 
laughs best " 

1M try as I might, I ean't let this rest: 
It goes beyond patent protectkm, tbe 
Supreme Court's doctrine of'equivalents
,for patents or trademark issues. it reaches 

to the core of the JOOfll.llty of business, U1e 

earetaldng of products, and holding the 

hlgher ground, ' 


Listen up. all oI you retiillers who moan 
,and groan because products have turned 
lnkJ oommodltles and your eustomers are. 
beatlng you up for lower prices: Creative 
competitiOn, the kind that propels a om­
ce:pt ever UPWard. is about ideas that exist 
on a h1gher scale. tdeai that visit at unex­

, peeled moments, making us burn with en­
thusiasm and boundless energy. It's not 
about knoc};-offs and sinister back-room 

.moves: 

. A$Ueeessful product Is the outcome of 

someone'. genJUil and vision. ille a. ·work 

of art, U'. presented to the market with 

great pride and expeetation-and more 

than a little trepidaUoo. Tllese .are the 

j:lrodUets tha.t distinguish your store from 

the StoTt down the Street Onee In your 

ol!nlis, you have I! responsibility to make 

sure their value (and yours) is not de­

based, U 'ypu're lucky enough to cOOle 

aeross sudl J;l product. respect It and nur­

ture it Don't let it beeome a commodity, 

And don't ever assume you'll lose cus-. 


,tomers because you took the higher 

ground. 


Ms. 7lmy is lou_ and CEO of 7lmy 
, Precision Bicycles'/iJT Women, inc•• in Mace' 
don. N.Y . 

. ,.:.' 
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q, ~. EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE 	OF MANAGP·H:':NT AND 61JOGET 

WASHINGTON. O.C. 20503 

June 26, 1996 
: 

The Honorable Daniel Patrick 'Moynihan 
United States Senate 
Washington, D.C. 20510 

Dear Senator Moynihan: 

I am writing in resyonse to your request for an 2..ialysis of how the Administration's 
comprehensive welfare reform proposal and the new welfare reform bill introduced by 
'Sen3ror'Roth as S. 1795 and by Representative A"her as H.R. 3507 would affect the 
population in poverty. \Vhile the Administration has not conducted 'comprehensive agency 
studies similar to those on which the repofl:s relec..sed last November and December were 
based, the Roth! Archer bill is similar in many rt:speGts to the Congressional welfare proposal 
that the Administration analyzed previously. ' 

As you know, there are many uncertainties involved in developing poverty estimates. 
It is difficult to accurately project or quantify se,v<!ral factors that affect the estimates: 
economic growth and unemployment; State funding for welfare benefits; the effect of time 
limits on employment; marriage and birth rnles; projecl;ons about what wou~d happen under 
cWTent law; and changes in the "culture of the wdfare office" in respon~e to comprehensive 

. welfare reform. AS we indicated in the origit'l31 report, changes in any number of these 
factors could dramatically influence the estimated impacts, 

Furthermore, cash jnco:nc alone dees r:oc feBy refl~t the ....alue of work in ending the 
cycle of poverty, Indeed, no model can begin to capture the moral value of work Qr the 
crushing burden of welfare dependency. This Administration has fought to enable Americans 
who. work full time to un themselves and their :w;;:nilies: out of poverty. Children growing up 
in homes and communities where there is work will be far better off over the long run than 
children growing up in homes and comrnu:1ities \\'he:re there is only welfare - even thoogh a 
family on welfare might look ~c-ttcr off in a pove:-ty analysis. 

As you recall, the Administration's analysis of tb: conference report on H.R. 4 

estimated that it would move 1.5 minion children below the poveny line. Based on that 

analysis, it apJ>ea.'"S that improvements in the Roth/Archer bin 'WOuld mean that somewhat 

fewer children would fall belo·,).' the pave!':, lir:e. But many of the factors that would move 

children below the poverty line remain the sam~ in both biHs. 
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The Administration is pleased -w:ith the improvemeilts, which will help move people 
from welfare to work and may in fact incr"",e (he likehhood of poor families finding jobs 
that lift them out of poverty, ar.d help to mitigate increases in {he number of people in 
poverty during recessions. The..-se improvements include: 

• additional funding for child care, perfcrmance bonuses~ and contingency funds~ 
, . 

• no annual spending cap on Food Stamps; 

• elimination of the two-tiered benefit st:ucture in the S5! childhood disability 
programi and 

• no block granting of child protection e:1ti:lement programs. 

In twO critical areas, however) the Roth/Archer bar leaves provisions unrelated to 
work-based welfare reforms lugeJy unch.anged, These provisions account for a large share 
of the estimated increases in f)overty under the confe::-encc report on H.R. 4: 

.•. With reg.ard 10 virtually all legal immigrants, the bill bans SSI and Food Stamp 
benefits perma...'1enUy. It also denie.s exer:1paol1s for immigrants who become disahled 
after entering the country. for families with chiJdrea, or for individuals who have 
been working for a fe-y!.' years and lose th~ir job. . 

• With regard LO the Food Stamp program, the bill deeply cuts benefits for families 
with high shelter costs; imposes a four· month time limit for childless adults who ate 
not provided with work slots; and creates an optional Food Stamp block grant, which 
would undermine the n;uiowru nutritional safety nt:t. 

In additioo j the Administration r{as othe.r concerns abotlt the Roth/Archer bill, 
inclUding transfera1?ililY and maintenance of effort provisions; the restriction against States 
using block grant funds to provide vouchers for ::~ildren ::1 famHies who are subject to the 
time limit; failure to adequately pro:ect States in the e\'ent of economic downturns~ and no 
strong requirement thal States set forth objective criteria for fair and equitable treatment of 
recipients. We understand the Finance ComIl1~u~ may address some of these concerns this 
week, and we are p!eased that the Commiuee is cO:lsid-er1:1g changes to improve this 
important p~ece of legislation, 

Moreove:, we understand the Republjc.'1f: !eaders:,ip cu:rently plans to link welfare 
reform to an unacceptable Medicaid b!ock: grant that wi!! end the guarantee of health 
coverage for poor children. the elderly. and the di$C.bled. The President has repeatedly said 

. he will veto any legislation that would end the Fe--denl guarantee of health care coverage 
under Medicaid. There is fiO excuse for hOlding 'Ndf2.rc reform hostage to a bad Medicaid 
plan_ Block granting Medicaid is the single g,tc::.ttst obstacle to enacting bipartisan welfare 
reform this year l and the Reput"::ican leadershl? shou!d ab<!.odon the idea. 
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You requested information on how the Me.dicaid proposals of Roth/Archer would 
affect poverty. As you know, there is nc.' genef2!ly agr=ed-upcn ~ay to factor health 
coverage into income in order to measure poveny. For example. if the insurance value of 
:Medicare were counted as ir,come l virtual:y flO dderiy person could ever be counted as poor 
under current poverty thresholds -- no matter ;''\Ow lithe cash income they had. That is why' 
last year*s report included only the distributive effect of the Medicaid changes. 

In last year's study, the distributional an,,]ysis included the effect of Medicaid chan!:", 
on various: income groups even lhough,M:edicaid could not be counted as income for 
beneficiaries. But the poverty estimates -- which are based on income' "'.. did ~ factor in 
Medi<;aid coverage; they only took account of henefits that could be counted as income. 
Similarly, while the CU:'l"ent .Medicaid proposals \voulc. cut the access of low income families: 
to health care, they would not change any of ~he generall)' accepted poverty measures. 

By contrast, the Administration's bill rep:esents the principles of reform that we hope 
the Senate and HOl!s.e \I.'ill support this year. It ie.wards ·..1lork. demands responsibility, 
protects children, and achit.ves savings that C3..1 be used to help eliminate the Federal deficit 
and balance the budget by the year ·2002. The benefit program changes in the 
Administration's bill are similar in many respe.:is to S. 1117·· the Senate Democratic 
welfare plan •• which Senate Democrats backed in 1995. The AFDC replacement programs 
in the two bills a.'l! roughly the same, while Adninistr?tion-proposed savings in areas outside 
AFDe are only slightly Jarger than th~ origir.a1 Senate Democratic plan. Thus) the 
Roth! Archer bill would increa.~ the number of children b poverty significant!y more than 
the Administration's proposal. • 

The Admi.rUstration believes the palh off ·,<elfarc al'\d out of poveny is through \\o'Ork 
a:ld parental responsibmty. Th:! Admir'ljstr.Hion'~ biB takes dramatic steps to require and 
support work among- 'J:elfare re:i:,ieots .. Ii in::re.?ses child care funding significantly, and 
guarantees assistaace to those wto are working or leaving welf?Te due to work. The new 
work program ;;eqlJires all tho:;e on as.sistance to slgn personal responsibility agreements and 

. begin working within two years on aSSiSl2ilCe, ':~ne Cor:gresslonal Budget Office estimateS 
that the bill will require over 1.8 mimoD recipie:'li.s to be involved in work activities by 2002, 
and double the number whD will participate in st:bsidired work or training programs under 
current law. 

By focusing on work, arl(i providing the supports welfare recipients need to work. the 
Administratio:1 is serious about promotir:g self-sdficie:1cy and ending dependency among 
those who rely on governI':"lent 3.sSiSt3r'lCe, This ¢:mphz:sis on work builds on the central 
principles of the Fami!)' $uP?or: Act *- impcw.2.m k:gislation which would not have been 
possible withm.!( you: guidance ar:d visiO:1 in 1985. We believe that requiring and promoting 
work offe.--s great pote:nial {or lifting families 0"':. of pjverty, but this impact is very diff'icuh 
to estimate in a poverty analysis . . 

3 
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\\/elfare reform is atop the Nation's ager!.:!l. The Administration wants to pass a bill 
that promotes work, demands r:::.spol1sibility, 2:1C protects children. We appreciate your 
leadership in reforming welfare and hope we C:lf; work together to improve the lives of 
families in poveny. 

Sin::e~ely> 

12::00 J. Le.w 
AC!ing Dbector 



_____ ___ 

, , 

, '>'.. "'0 .. 
~, :' 

Record Type: Record 

To: Bruce N. ReedlOPDiEOP, Cathy R. Mays/OPD/EOP. laura EmmottlWHOJEOP 

cc: 

Subject: Walfare info for Poyerty Briefing 


Orszag called and asked for a Q&A ~- hale's what I sent him. let me know it it's not OK. This will 
replace one that CEA had done which was about what you'd expect . 
• 4 __ ._'~'_. '. Forwarded by Andrea K3!1eJOPDiEOP 01 09!24!9B 10:26 AM -------••••••••••••••-. 

I 
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Record Type: Record 

To: Jon.athan Orszag/OPD/E:OP. Cynthia A. Rice/OPD/EOP 

cc: 

Suhiect: Welfare info far Poverty Briefing 


How about something like this? 

Q: What do these new numbers tell us about the impact of welfare reform? 

A: While it is still early to see the full effects of welfare refor~, the evidence so far is very 
encouraging. Clearly there is no increase in poverty; in fa<:t, poverty has decreased. In fact, the 
Census data show continued strong trends in the movement from welfaru to work: the percentage 
of people on welfare in one year who were working in the following ycar continucs to increase, 
even while welfare case!oads continue to decline dramatically. 

Background lwe'd like hold the numhers for use at a future datel. 
The percentage of people who were on welfare in one year and working the following year 
increased by nearly 60 percent (from 21.5% in 3193 to 33.8% in 3/98). This data is included in the 
CPS files, but is not part ,of the information Census released publicly loday. The 3/98 reflects 
people who said they were receiving welfare during 1997 and were working in March 1995. 

On August 4, the President announced that this pereerHage had increased nearly 30% between 
1996 and 1997 (using the March 9a and March 97 CPS). The latest data shows this postivfl trend 
continuing. 

Caseloads have declined 41 % since the President took oHice. and 32% since he signed the welfare 
reform law. 
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• 	 Poverty Rate Fell To 13.7 Percent in 1996 - Down from 15.1 Percent in 1993. tn 1996, the poverty rate 
declined to 13.7 percent from 13,8 percent the year before. Since President Clinton signed his Economic Plan 
into law, the poverty rate.has declined from 15, [ percent in 1993 to 13.7 percent last year ~~ that's the biggest 
three-year drop in the poverty rate in a decade. 

• 	 Tbe African-American Poverty Rate Dropped To It! Lowest lAwe! In History. In 1996. the Afri(:an~Ametican 
o· poverty rate declined from 29.3 percent to 28.4 percent -- that1s its lowest level recorded since data were first 

collected in 1959. Since 1993, the African-American poverty tate has dropped from 33.1 percent to 28.4 percent-­
that's tho largest three.year drop in African-American poverty in nearly 30 years (1967.1970) .. 

• 	 Under President Clinton, Largest Three-Year Drop in Child Poverty Since 19601. In 1996, the: child poverty 
rate declined from 20.8 percent to 20,5 percent. Since President Clinton signed his Economic Plan into law, the child 
poverty rate has declined from 22.7 percent to 20,5 percent -- that's the biggest tbree.-year drop in nearly 30 years 
(1966·1%9) . 

.. 

.. -.. , 



10. PAGE 1/2MAV..-24-SG 14.56 PROM.OMS 

.< "' .. 
; , ... ,- ...., 

EXECUTIVE OFFICE OF THE PRESIDENT 

Office of Management and Budget 
Program Associate DIrector for Human Resources 

260 Old Executive Office Building 
Washington, DC 20503 

Fax #: 395-5730 Phone #: 395-4844 

FACSIMilE COVER SHEET 

DATE: 05!24!96 

TO: John Angell 

Rahm Emanuel 

Bruce Reed 

Larry Haas 

Jack Lew 

John Hilley 

Number of pages (including coyer sheet): 2 

FROM: Ken Apfel 

REMARKS: 

I bet Moynihan starts Qubli~ pressure on this next week. 
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.....y;.1/,1Da<. lIIC 2(l5ts io~~~ 
May 24. 1996 ;.~~ 

TIle Honorable Alice M. Rivlin 

Office of Management and Budget 
 ";:Xt;f1
WlIlihiagton, DC 20503 9W~~ 
Dear DireclDr Rivlin: " , ~~ (y\ -f)t..i,.; 

We write ID request that :you provide us with an ~of the impact /n.Jfli 
on clilldren of S. 1795. the Pexsonal RespollSibility and Work Opportunity Act ,,~ 
of 1996, the welfare legislation inlroonced in !lie Senate 011 May 22. (An 
identical bill, H.R. 3507. was introduced in the House of Representltives.) Jf 
Please provide estimates of the bill's effectS on the movement of j:hi)d"",. " {.V\ 
f.imilies, and all individuals in and out of poverty. In particular, it would be 
helprul to have an assessment of the impact of the legislation on the following: ' 
cIIild poverty, ovcnill poverty, the poverty gap fur families with children, and 
the over.dl poverty gap. 

The legislation also contain. the Medicaid RestructIuing Act of 1996. We 
would ask that :you provide us with estimates IlOl only of the poverty eff'ects of 
the bill as a whole, but also of the welfare and Medicaid provisions iDdividaaUy. 

Given that action on th= bills may occur in the = future, we request 
that this analysis be completed as, quicldy as possible. Your .evaluation will be 
critical ill enablin& MembeG to understand !he effects of the cnormow; changes 
being proposed. • 

. ~- ? 
Dalliel PatrickMoynihan 
Ranking Member ' 
Coiruruttee on P"1lWICe 
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Election-year tango 
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wannabes like a!tlM who has done 
this kind oflhlrig for hal!a century, 
whkb he has. He exchMg:es a few 
pleasantries and subtly ~ with 
the person to whom he's talking, 
handinghuovertoanaidein8g1!t$­
ture that is $I) polished it (eeto 
a!must like a tartgo. 

&eene 
..... '".., 

BobDule Is a pn.'lfesslonalsoeial-
i7.er. without notable panache. He 
-~...~ reporters, politicians, flat-

and other hangers--(»l and 

MOstcareerpoliticiansirmn this 
dance im.rtine early so they'!t not get 
stuck in a ~tion made up or 
lIuequal parts ofwhiskey and wine-

Suzanne Piefd.~. a columnist for 
l'}lc Washingron '1'imes. is Mtionally
S)lndicatr.4 Ilerro1.umnappearslmre 
Monday and TImr;tdoy· 

d:trk polilicafplatitude:s. Or WCI"Se, 
a COllversation fueled only by 
sparlding water. A 10Qk·ali:lre actor 
could euiJy iilI in for the n:::al man 
or woman. 

Thll.$ was itever. Some politicians 
soom mere spontaneous than oth­
en,but neady all develop I'l CllrUU!d 
dehvery, sounding as thot.qJh they'w 
said the twne thing tholWlnds of 
times befot'e. Most or 'hem haw.. 
Even those who are new to the bat· 
tleHeld begfu to smmd as though 
they're replaying a tape when they 
get in tro±tt ~a microphone.. Lamar 
Alexander and Steve FIlrbes ha..-e 
both been cmnplU'ed (tmfavorably) 
to Robo-Man. ThepubUc wants: 
~ thantbi'\. F..nter Pat Buchanan. 
Whate\tt'r Pat BudUl.rum Is. be iSn't 
canned; .' • " 

The key to Alan Key", The 
engagi,ngoratnrlnthlsyear'srace is 
Alan Keyes. He speaks In the robust 
cadences of e prophet and preaclJ­
es m(lrality as from a pulpit: "We 
will rebuild our ranillles or we wtll 
perish." But he:" rumting for rabbi 
or Priest. or evangelist, not pres!· 
dent Wroog (lffice, Good ttUlI4 but 
wrong man. 
~ On B(lh "The SiuJer" Dornan. 

Rep. Bob Dornan cooservatlve 
Republican from Orange County, 

, Calif., was rumored to have 
dropped out of the race Afl.er the' 
New Hampshire primary because 'sage. but he remains the candidate 
be got zero pe.rcentage nf the vote.", with the most c6uervative tern­
nut ttOOOOOI',l. His reputation WI the perameJlt,. the most resistant to the 
nw:n lImU$lng entertainei among 'temptation torun beitersbilterafter 
the candidates is alive and welt whatever is new. I 

The'eight-term ~II.O with He l!ihould sbaw e little more of 
fig:trtet'1'»!otpt'tllll<estill thinkehe'!lln his trencbant wit. One 11ne «nd it's 
an open cockpit, silk searl' snap- . otT with )'Oll.r head. Why htrie M' 
ping in the 'wind at hb throat, b~oome so brtolerant f)f wit? He 
swooping out of the dawn r.atroJ on delivered his most fnmous (unkind­
the Red Baron.. But baven t we had est?) cut of all at a Gridiron dinner 
enough rhewriea1 hen:rics? • decade ago, asidng tbeaudience to 

Crossing lire with fin" One otthe pk:ttlte Presidents AmI, Cm1et and 
reasons that Pat Buchanan is still Nixon lt$ !'$ee No Evil, Uear No 
standing l:~ is Ihat he' i~vigotates Evil, ~ml Evil:' ~ Mr, Nb;nn was 
hisaudiences with the skill nhco- 'his friend.. . 
l:to$t(jf l\ food flgbt like Crosslin:!, His Just think wlrnt m mlgtrt do-to [>at 
WOf'ds snap, slap, s~ and pop, Buchanan ithe tried. 

He's a street brawler, a yerbal 
pugilist. tt'!l nnt dear why, but his 
fotlowen enlnY being cailed "pea.!'l ­
ants with plrehfurks," (Maybe the 
dancer, lbe brawler. and the flannel 
man should seWe it with pitch­
1'Drb.} H~ knows how to persuade, 
more through passion than princi­
pies. ­

But It's .astonishing to me that his 
chureh-gomg supporters were noc 
wtraged by his defense of Lar.cy 
Pratt, the oHhairmnn of his cam­
p~ign (''temporarlly'' witbdrawttl, 
who $pake at ndlUm of racists lind 
anti·Semltes. Atoneofthese raUics, 
a ~sharing the platft:lrm with 
Mr. Pran llet a common theme: 
"'\'bur enemies axe pumping all the 
lkImudfc ruth that they can wmit . 
and defecate into your living rOOm 
that: they . , 
<: a n 
( 81 c I . ,. 
Sure I 'I 
religlou, 
conMrv· 
at i v e $ 
w h· 0 
cheer Pat 
dttn't con­
done Mr,' 
P ra t t '$< 
8cqule., 
cence in 
StIch blg­
otry. or .,' 
Pat\defenseofhlm. Whydon'tthey 
say that loud tItId clear? • 

Funny Man. Bob Dole can be 
faulted for 1aekinga visionary mes­

Prohibition, alive in Virginia 

By Deroy Mu_ 

I t's beginning 10 look a lot like 
happy hour al the Virginia 
Supreme CoI:l.1t . 
In a case that reveals the regula­

tory web that entarteles afcotmI dis­
tribution in the Commnnweal.th. the 
hi!l;h ¢$Jurt is COrtIIiderlng lhe rnattw 
of Brown·Forman Corporation vs. 
SimJ Wholesa\.e Company:

In 1989, Brown-Fortruln - a 
Lmllsvilre-based wine and spirits 
concern'- tried to cotl$(llidate the 
number ofwholesalers that distrib­
ute its wme.'I in Vtryini.a, Thanks to 
the 1985 Virginia Wine F:ranclti$e. 
Act. Bmwn-fbrnJl'lll oouId not$imply 
dis0\i$.11ts wMlesalers accon1ing to 
il!l business needs, Instead. it h.,d to 
show "good cause" tn Virginia's
Depmment of Alcoholl¢ Beverage
Control (ABC). Brown-Furman's 
desires tor lower rom .and higher
efficiency were insufneient to leap 
thishurdlo; the fum had to Pru\lethat 
whoIeso.k:rn were "deficient!' Sever­
al panels wiUUn the ABC nequired 
Brown-Forman to maintain a 
mandatory network of distributors" 
each or which etVoYed " monopoly
wiUtin Us, own geographic region. 
Brown~Formari's appeal is now ' 
befurethe VitiWa S~Coort. 
, Vlramia's franchIse law has 
meant nothing butuwble forconi­
panies like Brown-fbnnan. Ntlther. 
than deliver (m. their own, "we must 
go'(h:rough aloc&l distritrulM," says 
Steve Griffin. vice president and 
manuger (or the Souttem Olvisioo 
of Brown-Forman Wine Brands. 
"We don't have any real say as tn 
what happens with our brands:. We 
hope ro be in a Pooltitln ofcoopera­
lion with the dl.5tributor. But thafs 

. uptohim. Uhe doesn'twisb rocoup­
erate or push the brand,there's very 

. New fbrk writer Deroy Mumod: 
is anactiuncf fellowwith the &li/fax­
based Atlas EcoMmlc Research 
,,,,,,,..lion. 

'liule we can do about il other lllan Mr. Co1ebufn slates. a.nyone who 
complain It)the ABC or go rocourt." boughl a casecfbeer in Georgetown 

Mr. GrifRn notf".<; Ihat his firm has and drove it w a barbeque 111 f)tir­
many posiuve arrangements with fax would be.a lawbreaker. , . 
distributors but "when you have a All ofthis Iitrdtsconsuntereholce, 
bad rulatiDnship, it C4Q be a really" "[n Arlington County, with. popWa· 
bad re1arlonShlp," He recalls when 
Brown·Rmnan bought the rights to 
anexistingwinebmrui Wlwnitlried 
tnappnint a whnksaler, as required 
by state law, it disoovered that the 
brand's previous owneraiready had 
done m "'l'be distributnr bad the 
franchiserichts.buthe had noprod­
oct on htltld, and he refused to 00)1: 
any:, Brown-Forman spent two 
months trying to get the tltltagonis­
tlcwhmesaletro relinquish the fran· 
chise that he apparently had 
embmood 88.an entitlement. 

The travails of Brown--fOrman 
and its ctnnpetitora can be trru:ed to 
the elaborate and ~ laws tI'uIt, 
govern aloobof sales In Virginia. 
While wine and be!er are distributed 
tD private IItOrtl$ under nearly iden­
tical Jhw:hlse laws, hard liqW)1' taus 

. fl!lt into the lap of the state, "We're 
the only act in town," l'I8yll Curtis 
Co1eburn, Judicial Policy and Leg­
islative Dir~tor of the Virginia 
ABC. "When It comes to spirits, he . 
adds, we have the mon!)pOty," 

TIle Virginia ABC Inaintailt$ 243 
state liquor stores that control all 
sales of distilWd a1cchot Some s:ro 
-pubIlcemployeesoperate!.heseOU\' 
letslIDadepartrnentbudgetofS2.w
million Cor [996. These state stores 
ako cng* in a "Virginia F'irst" 

'policy that would make' Pat 
Buchanan grin: ill the early 19808, 
the state legislature changed the 
law so that ABC ..ores only oouId 
sell Wines produced with a truijori. 
tydtheirgrapesgrown III VirJPma. 

. Stiff limil$ on the importation Of 
alcoltollift this SO·proof trade wall 
even higMr.lti<;againstsUite law to 
bringmorethanonegalhmofwlne. 
beer orsplrlts into Virglnia. Despile 
the fru::t that "you ooufd reasctl..bly 
say that the pmes in Washington, 
D.C, are rower than In Vlrginia." as 

rion uf 200,000, there arc only fuur 
ABC stores I am aware of," soys 
writer and pnltcy ann!yst Richard 
Sincere.. "In a fO\lt'4)rock radius of 
my office in downtown washington, 
D.C., there are ~ix or eight liquer 
stl1rcs:'Mr.S"~alsoseesrarftlOf'e 
variety hI District$tUreS than in Vu­
ginias. ,Washington retailers. "sen 
·motethanliq~"'IheyluweclJeese. 
Wine gIasse$, ~ cilipJl; and ne\V$­
papers,The Vugini;! ABC stures haIIe 
an the personality or. DMV offl¢e. 
1'bey're plain ~k h'1nlctlll"eS 
with plain walls, 'I'here are no adver­
rising pr;!('\'fers, flQ col(ll'. They rEmind 
nle of my trip to the Soviet Union in 
1987. There were stores there that 
just were. called 'Milk' Of' 'Bread.' In 
Virgtnia, theY suy ruJC Store' in blg 
bloc'k lettet$. Thi..'i is Uw last vestige 
ofsocialLsm in VU'ginUt:' ' 

With endorsements that ring that 
loodly, Gtw. George Allen and the 
state legislature ought to go beyund 
the natTI;IW, complellt issue befotOVir­

. ginia'll Supttme Court. The Elliott 
Nes!l-erll moonshine still that is Vir­
gioia's alcobol. policy IIhould be 
streamlined for the 21st Century, 
Wine and spirits msnufacturer. 
should be free to hire and fire dis­
tribuwl'lll fI$ $Wiftly as lttw fItms can . 
pickanddJoose~.FedEx. UPS 
and Altborne. Slate liqUOr s1ote:li 
should be privatized, pe~ with 
their pub~ employees given 
tbethstcreck$1buyingtbemee.nsot 
nloohol distribotion at a tair marlr.et 
price. Vuginin's alcohOl consumers 
Ilhoufdbef'me to shop in Washingron. 
MdSl1lt'O\mdlngstatestosatisfytheir 
wallets and taste buds. And it they
drll\k what they buy on the drive 
home,. they should be a:rrested and 
i1:~ of tmir drivers'Ucense.s. 

isn't thiS a policy to whiell Vir~ 
gilli~ c.an lift their glasses?' 

http:marlr.et
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gl'iilps' of:\nv:riCl!h. The,e .1,11:1 dlOW j h.\, 
even !~fW!)S tiffici:llly de.\crihc(1 a~ ponr in !h;~ 
u)\!!l!ry IWW have :.!\\r;;otdil1.1ry ;lcce:>' !o con· 

venicm:cs, Jabor saving t!i::vkc~, ;1I:d <;:11::11 lux­
ury f,'Oods. For CX:l!!iplc. 93 petccm of poor 
Elm!li::., i\:wc J colnr wk:vi,j"H, T1. ;~rn;1lt 
have their own wasJlillg m;lcliine, (,0 perce1\! 

have miCfflwavc~ -.-,m! VCR~. 

'j'i, pm IheM: m;mhcrs III pC!,,,Pt:Ct,vc, 'It b 

worth looking at cHlllp:!I'ahle rille:'> ill olhcr in­
~lusl!:alizcd couu:-it.~ (~C '[";l\,k On!.!). C(U1\­
par:.uivc figures show Ill,\{ ownership of dish· 
w,uhcrs, (m II1M:,n<::c, i~ highc!' ;\tll<IOg '\mer;' 
c;n~ livillg in pov,~ny Ihall II I~ :lIlW!\~ til': 
gnur,t! p{)puialion in Iltl' Ncdu.:rI:mds, haly, Of 

(hI! U. K Ownl'r~hip ordIHhl'.' dry<'r.\ ;lI!l.)Jl~ 
{/f{ Swedes ;, allom Ihe .<"lnw .;, :lllll'llg tile 

AlIlericail poor. 'Iypict! rc.(id~'nl~ \1fe:vcrr 
COHIHl"y in E~lIupe ha~c k.~< .\:TC'~ (ll 1:11' 
CnIW;\VCS th.lll the U_S. P,l<1r do. An.; the t.:.K. 

PERCENT or HOL'SElIOl.ns. OWNINC; SELECTED AI'PUANCES 

VCR Micmwavc Di..hwa"hcr l)!yer 
u.s. ihN 6U 
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60 , 20 50~ 

All rcs:idcI:lB: 


I\d!1.illHl 12 21 2(, ~'9 


Dct\lIUt;~ J:J 1'\ 2() ,.L" 
FntHCC .15 25 J3 ;2 

Gc;·!tMny 42 36 34 .7 
haiy '.;5 C I~ ~o 

Ncl bt'riund;, 50 .).) 27 
~ $1',1;:) <In 11" 5• ;;Wt'tJrn ,B 37" 31 IH ~ 
•• 
L 

$willnLlPd 41 15 J2 l7 
~ 

U.K. (,~ rjR 32 
·""···.mH..·· ......" .""1 _E_.... '.us_.-1>OC'OO"",'IW " 

> 
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50 '1"'11.1'..<1"";);'" FA"" ""K"j' 

tOlll or Ihe A1l1enc.t:! f!f".Jf, 
[·tlt;) Oil (m:liumc;r c)(pem!imrcr c:>lb.3t,,! by 

tile U.S. BureJu .,r L.bN SClli.\lic\ confirm ,1.;\1 
AmcriGl:' "p/lor~ Imvc a ClllIllHfJtlVdy high 
level of malCI !.t! wd!-jx:int:,. ill fiKl, ('~ nmm,i,: 
CnllSIIHlptilJ1l hy 1101I<>ebuids in the lowes! :10 
pen:c!\t nrlh", U,S. ill((lInedisuihmj"ll i~ nWR; 

:ban JOl1blc their h'Purted inU'llH?, 'i.\ '1:lhk 
'lwn ;!lI)~tr;l\e.\. How Cdll !h:n be? Then:: ~re II 

va: \(1), 'lr.~imp!c C)[;>l:i:ldi,_'I!s: '>O!llc pcnl'k 

11;\",.., tlflrep(lf!('{! in..:ml)(!, S'UllC urc li\'ill~ <lIT re­

~crve~ while Iheir inco:nc: is insI1cmporarily 

low, \<)'l!,' -,)fI: l'ul',l<)J\ed hy r;'Il:ily n"~ll1hcr.~, 
!nsof:u as cmlmmptic>Il i.~:1 Imer lll~t;un.'(}flive 
:ug s(Jn,bfd~ rh:m 'Ileu;n,:, tht: Illa;!! poill! i.~ 

tJl.1t In;;!l), Iow-incom( ;\melicms afC f:u helter 

of( ,hrlll Ih<:if fepmt-nl incOIllc sugge\!s. 
Two "dl<)) f;-\C(nl'~ obscure Ihe llil<.: CUII,li· 

lioll o(An1crka'~ poor, Oue is IlOtl-c;l.~h in­

R ':<endy, ;1 (ommisdlJ11. or('.'COflOmI5g 

llL",.h:.! by Swnf,lrd t:nivel.,hty'~ 

Mich;\d B,bkillll:lCt w ..:!aly the way guv­
Cf(lnW:11 agencies H;e:lMlfl': infbriun via Ihe 

S{,-c::l!ed COf\\\!m.:r Price Index. or Cl'L 

011<70;;15-<1(, dt;;t s\lbjl.'tt i:. impof(ant TO 
more I I::UI JUM H:1fiMi,:i;m~ is bn';lI1~c tile 
CPt j~ u~ed to adjtN !he nati,w\ inciml<: 
and poverty ntutlber!." lfinihtiull is being 
mio.1I1c;;,llwd ~''iC: YY;;;\t, thcn bQ'I\wand 
puvcrty will hl: mo. O ....:r a period of yt"al_~, 

<.1m !Hl(/':m;tml;!.~ ~flhlW (lur qu,lIi,yof lili: 
i\ plOwe~,i!11t t":H1 1><: bdly ~kewl"1. 

In addi.l()ll II) Bosk,in, r~rmCt chaiml:11l 
of rll<: P:<'\I,:;;n:\ Councl: 0;' Economic Ad­
\li~cn. :lIld an a,ljuw;t ~,,;b1J!rtr a1 thc Alll,;'li ­

elln E!1Icrprbc !Il.qiwtl.', Ihe hl1ll.' rihbon 
eUll\!!l!\\i!>H indlldt'd ('lnlm;111 ."c11(,br.1 lik..: 
D:!lt I(,rtl.'n!>po, un c:."Pl.'rt on nwasuring 

eC(HlOt1l ic gwwt It .\l1d 1;'1 mcr wlnl)cr ,,f rhe 

John Ha\\.-~ CJ.l1 k ,\w.u·d firr b<-'.~t Al1Ierlmll 
t'conomi~! under :Igc <{n, and ZVI Grilirhc.s 
of' t-LI! v:lld, rOlll1Cf pfc'\id":lIf of' 11;" AI::..:' i­
e~m ELonolllit A~so,ial;nn an(:.:111 altllimhy 
on till.: 1!\(\I~HO:I\1(':l)t I,f qllalitYLhaaf,e; ill 

go, "b ,\IlJ ::crl'lo;:l's. 'i '11\: g:O!;P i;;slI<.'d th"'i; 

rqx'l! III S.:ptclllucr. 
Fill' m;r;>()'o;~' of I\O!dn'{f;!,h'il't; U.S, 111­

http:c:>lb.3t
http:HOL'SElIOl.ns


;1!1((\\Ii 'IfJml i.;.: $1:11 ]!-I ie., -Ii' ,hi,,,,,, that in 1I;c 75 ;;\/~eSl <:01,1 Illi..::; 
in :h", U,S" rlW~ "j' feiollY pH)'<.:cmi<H1 and cOllvictiol\ .11,: 
"hgbly towe! ior hbc~s dWIl whiH:~, In:1 (!w'W jw;sdictjnl!~ wh<.:rc 
c1C;lf 5(:1II,'>!ic, ;\r<.: aV~lil:thlc. dll~ p'lHcrr., .ltt' dl;lmali.::. N:1tiu!\. 
wide. the f('lm)}" a.::quiu:1! r:H:: fnr def\:l\d:Hlh ,,f all r.Ke~ i,~ only 
17 perCt:nt, ili!t III lhe f\mltx, where tiltH>: Ihan .:ight lIllj "riell 
jumr~ (Iii: bile:' m Hisr~:1k, 1,8 p!:rn:nt of al! bt:1ck fdnny defcn­
{bnts Are acquilwd. [n W,.\hingwfi. D,C" whef... more dun 95 
pc~c(:nt (If Jefelld:lflls am170 l~ro.:lJ[ ()fjun'f,~ :lrt~ hlack, 2') pcr­
(,Ilt of:111 fdony trials eoar;-J ill ;Icijllitlal ill 1994, In \V;lytle 
C<}Unly, which indude~ moqty hlaci<: Dctwil, jO perCent of 
fdony defendants 3rt' :1ct:juined. 

On the dilY of the O.l Simpson a({juju:!l. " \'CICr:1l1 New 
Yuck bw CnN)tCCmcnr n:ll!ci:1t en;m~u:J (lff-h:tn.ledly to crimi­
nnJ.~M John DlJuli,l thln ~thcrc'" 100,000 O.J.;;. We"ve n:ached 
Iht' point where thc ,\yn;:m is rigged 10 Ie: murdcrers, ;mJ nm 
j\IJ, rich OIW~. c"':;\PC ju>tict:. h 

~ \"'h:« ;m: the u!tilll;w: ett<'"<h of thi" r:tcialifA:d judgment 
.. in U.S, courtroums? Ohvinmly lh('re is rrcm;:nunlts j'cr­
~ smut hurt :11 C;!ses where iusti(e ,~ nOI dtHlC, and the 

!lumber of ~uch C;He,~ i~ ri~illg. Thcre L~ al.<.(; awn: d!.~rc>pet;t for the 
!a\\\ and :lIm more crime and ~llcic!y-wt.le d.Hl1;!g:: dOlle hy PCII'C­
U"",fHS who shnuld he Iw;k<.'\l 'It> illStciid ur n),)lninl:\ the ~m: ... ~, 

Former U.S. :murnq JOM:ph DiGenova ;If!~t!es lhat ~dvp­
..:ures ur jury nultifiGllion 011 l'~d;!I g!OlIllds Jre "I'll\hiug ;!!l;nchy," 
The fdilS:;] to corwi\a hy black jl!r!~\'i is "mnlp..lnJ~ ;H\i! ~..:ninj; 

W(;~~.." h~ W.1(tlS, and {hi,~ is boding Ihe inner-cilY crime cycle, 
DiGeIH1V-,l ;1:snllo;{:11 ,11.;'\1 "we rcm~hl iik..: hell to !I,<:! hl:\;;ks imo the 
sysn:m :15 cop, :lnd prn~ccHwr' and judge.'i. and !1(>W lhc.\C gU}'5 :ue 
h(in~ :icrcely o,,,wlcin'(i :m,1 pns,,,mcJ, and lold ill thdr own n)ll1­
rnrmity :h.lt ',', hbck person 1,!\<luJdu', wmk 1n ~Ildl :1 [lo\]lion, Wdl 
wh" :, ~Hl'I'f)-K~t ;0 rl'l>jl(lnd It> bbtk crill I: Inti? Or ;uc wr JUS! VIi" 
p,,'«d Hi pr(to.:nd t hel e :t:1.:11'f :my h"'..:k cri111ina!.'?" 

John Dihlli" ;ld,J~ :br hit; ~Ify PI"M-";!!{or". ttal.,y view (ax,; 
wher i!n:n; is a while "101111 :md ~I bl..;;k ddCl1d::lH a, "11" Wlll ~i!!l­
a:icJH" [{u:ngnizillf\ that il wil; j,lC diflklll! lU g<.:r.\ (OIII1'<:;;UI:. 
prH~;'Oltol,\ I'ul! thdr pUllch~'; nvo,dillt; the {:eath pelmhy iik ..: ·t h~ 
phglw evel wla:re it ,~clearly I1j,!riH'.1 Oike I:H: Si1111'''I!1l C,lbC). 
a."i<li:lg !1l,;1til'ic (nlllll!> 1m! Ojill,:! <l\"V(;~ dml !rl!~l,t gl,,(; ill<; il['" 
l'':;I::;I1(<; "I' piling ,:t~, !:ifgd)' kt lil\ih dd~ll'iC allllnlCY" I,(·k :1:::: jll~ 
r~t., •. \lld tfying ,Jdl't":I:dy w pica h:l~~;lifll:\'t;\)'tI, iJ!g 10 .l~(!id go_ 
ill~ w ,: jllfy ill Ih;: fitSII'i;!:::c, 'i'ht fl.:'>lll!. nil\l\ij; S~}", ;" tha: 
"bbcb :I"e hdllg ~u\"(;1!lti.t!ly :lnd _~y~rc!l1;I'ip!ly \jll\b'.f1r,,~e­
((Ikd lod:IY, lUll ,'nil" i1' Gl~:::" "t'hhH.:k·":I-whlte crkn<:, hut :11-" in 
ca~t" ,,!':)l:i(k,o!l-hlJ.;;k" 

lhlthwm: I'roS<';;Wor HisljH .,J,,'i,c,<; ,h:ll il i~ J"ngc(\l\ls rm 
iUh)l)' \1-' ,H\Cll1pt )0 "fix Ihe ,-y,rnn hy heing te\dmiHn211"~ R..:(o).:­
n<!:in!\ d\;\1 "'hbcK JH!ms ~'''''111 In he ~!rikjng hh:k '.11 Motiety, ~ Hi"im 
~llR.e:e~v; !lUll Ihey ~hnuJ(1 h~ t>t!\1C:ltN! ab'fU\ til\: comc(I\J~'n(t":> (}f 
f.JeiaUy-h,\(td nulli:!ic;uj,m, sinct nlnelY pelctr'.!!lf crimt i.. cnJl\­
mined hy people Eving hi .1 jmor\ ()Wrl conllmmi(y. The in;!):: is 
(h~\f hy lenins d~ady guilry individU,11\ go, jUJ<)r~ arc only "illfc<:I­
ing lheir own m:ighhorhn(wh wilh criminal,," 

http:llcic!y-wt.le
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1!II1IlWII 	 ' ' ~'{)1l11,,', F'''Jll al'tll:ml~illt, an: :wu pC dlL: brg<.:.'I1 

npclltiimrc- i[t:Itl~ (afrer faxes) in ;my t;lmily 
OFF1CIAL INCOME VE'..t~\US ACTUAL SPENDINGh\(d~Cl, y..:: l! I1(H'o per.,un Il~ay live in G,)VefJl­

U, S Househo:ds by Fifths, 1993 Itlellt hn,KIlt; :ind rcn:l>'I: 100.1 ,{amp' wIthom 

;} .lime !If(ht'SC her:dif.~ being cuunrcil as in­

(vmo.:. "J'h<: 4,(ond fi\(h>l is {1\:1l :1 Lnge p<Ktm­ Lowest 


Filth age of Ihose with low money inco!l11;l1 are eI~ 


.!nly 07 percenl ofl""(SOIlS whose In(nnlC pUh II O!!icia! inctmlp 


them ill II'll' DmlOm fifth ofho!lscholds are ,wcr G1 Actual Spending 


(,5, a(cNtlin~!U the UIlSUS Bureau). MailY (,f 

lh~e .,j,j('t p;:nple llavc Sul"'l:1Jl!ial ;tSM.!lS ;md 

low cxpcm;cs to go with their low in(Ome.~. El· 


dcrly ;)\:I\<)jl., 11\ the hm!tllll lIiih had ;1 11K',,;];'1I) 

net worth ofS,W,400 in the j:Ue;<;t year. Fully 41 


pcn:cH( (,Lo\r'I('rkJn~ in tho; 1,,'Hlml f:f.h 

nwnoo Iheir fiWtI hot:lc, ;lnd Ihree-qll;ln:er~ of 


that hfOUP held it f~ aad clca:. with no mnrr­

g,;g(~ payllit:nls 10 1lI;,ke. 


In shmt, whil~ many AJl1~ricalls wh.n ap­ Highest 

Filth
pr;lf Ii) he rO()( ar" under l"I.:'al Mr<11n. lllany 


()Ih~rs are not. 
 o 10 2U 30 40 50 50 70 	 60 

Thousands 01 Doll,lrS
Url/U /I(/rtklt ;1 III(1I;(1r fi"(1'" ill rI,~ Nillimllli 

.... -- ............ _ ... ..
_'ws_.. ~~_('(/Ifrr for f'nliry /lml/ph. 

C<):l1~ !!~nJs and pO'lerty. rh~· num 1m· numher.; sll!!.!)6;-,--dwy ;,!C'w.d,y I'IM 14 pt'f~ h> he ovcrsHhing Ille cml o(;ivlng, 


p<)~tall( finding of!hc Bo~k;1l Commis­ cell[. And WORU.::t·s earning) ovcr the ume Th<;M;': include: 

~;()(J W.(~ th;n lhe CPI has "wr:-I;\tcd ,tIC P::I;o.l didn't ri'iC 7 peccI\! ,)\ p\t:'li~h'd, 


rut' iu the C'Q5J ofli'"in~ in reccll! year; oy Inu :tctuaHy Fomn!:ti up,v:ml 35 peK(flt< O"erlo(,king '-;(lusum;:r $1114, imtions 

alwtH !5 perCept ,1 yt.~tr. "nLlt :nay lint The Illlmht'f ufAmnlL'lmt ill I""wcrty of c!ICJper r.()()J~ I,)!, mox priLl.:y OHes, 

,\<\unu ;ike much <Ii a bym;m, hut ii's a undct the$(! xvitL'tl IIb,,-m:s if( !:llormi,IJ1ly I:kc the -.I:ifr (rnll! hccrIn chickcn. 

vcry bitt de::L l~ol1()mlo. wrller lonalhan uiffen:n( dun ,)fik'ially at!vcl1;setl. If the Mlli"illg impwveml:nv,;n quality 

tV;.:mllJ:l ilIHMf:HU why: CPt jus heen tlvcr:a,)led by 1,5 ref('UH ,! ..m,J dTkicnq in new gmKl~ whit:h m>:411 


year since t%7. then: are 15 million pout thaI comnHlt'fS Are gcnin!i HH!Ch "lOl'l': 

£1;' ymu 1);)..;.\ g;iYe you;\ 3 per. en; thi,~ yl!;lf ill,\k';ld !1r:~H milll<ln. f"f th: j<~lIH;: doH.lf 'pUI!-;;~ when they 
rnl';':- il\t yr.tr, hilt prjces r\Lore 2 Jh Marshall comments: gel ;1 biggcr lcftiFFtlltor tllJl IUn" 01) lc.~ 
1'::!Celll, J,-u1f{lin~ :<" tbe p,vem­ t'l1crg)' «,f tbc "'Utl:.: "mount:!Il il1fcrmr 

mcnt Tlu! l<:it y,lIl thinkingyoll T!lC5e f\."Vi,i0n~ {O the wag;: ami fii;!b't: n)\t a decl'Jt: c\U:Wf. 

elll,'; JW:lY whit (JIlll' h;\lf ~\ p~fCcnl po)',C:H}, I'icnw: m;IY ~HI EmdfttUy r:aaing Hi cake :;,,,-Ollm of the rll;t:;$ 

l1!<He Fmdl;!~ijl~ I'mV{;1 alia !lIea_ r:;,,1'. :~I;1 ;l:~)' lit w'th ot:IC!' f:l('j~ "wiu,:liI 'I'e; ;,( n,nMII1\;:r\ fwm ~Ij()pl'j:\~ 

t~m< <.< Now ~,ly .he gO'lernmcll{ gO! al~)U! J!l1pnl\'::mcfHs illl'roplc'& llI;w.... .tt ,Jep1fUI\Ctlt SlIlfC\ ;u)d j{'!;ubr gm_ 

i,~ !I£IU..~ ""mHg ;II~,I p!:n" really ria! w<:li-being, ;:1"1111 ! 970 to ! 9<){1, .;;n :($ ,n ,dbd'U:H pu(k(~ ;nM{\\(~, WiltR' 

climbed ('Illy J.5I'en::enr. 10 that Amcric;\lIs' liFe c\pcc,;U\~y r,)S\' l!) 75 , they get Ihe ;,came tooth lIlt k~ {h.m o!f1w 
Cl-'>G your huyillj.( jlovter actll.\!;y rme ye.us fmm 71 Y'-':.I!~, T!le ,d,arc of d;ll n:lail prices, 
I ,5 pefce;H~thf~e ,imn a~ 111(1(:11 ,\~ !hH,~dH)ld~ wi'Il"II\ ;1 rdcl'h(lli'\ /di (0 Ix;,vi')g Old IW-W jllodud', and ~el· 

yllU origirl",!ly ChOll{!hl. ()I/Cl ,1 5jlCfCeill {rom I~>; perrell(. Thcsh;lrc vlI'es t!J:u impn>vc human wdf;m:. 
,1"Lld,', dw< di!l(~lenu.: w"uld ('jllll ­ "i· iHHI~~!J"ld~ wi III coJ')i' '[-V., -,,",11'((\ 
pound into ~il"hJ..: $\1111,\, 	 lll96 percell! li'olll 34 percell!. The "Jll\1 mO)lw!Hou\" i~ how H.lI'v,tI'd 

(Illiliher ,,(h(JIl~dh)ld~ with cnhl.;TV eeu\lpmi,.,r J()l'gel\~{)(1 o;llllPlIari,ed rhe 

If rhe H,,~kil1 ((>11II,li:;511)11 ,'(oI1(>ll1j,l$ jlllllPl'd to 55 J\lillilli! fWI\) 4 millime. 'ilmmis~j(H)-'.' flndlllg<. 1<' M.mli:lH. 
;He : ight, :1I1,,ji,111 w,...kly t'arnin!P' ~)r YThi~," he I1me;;, "','luld ICl/ulwlunlle Ille 
fuli·(;(\)(! 1l1.1I.~w(d-:e)~ (:!\!n'! jtlil 12 Iwrn:iH -[·1)0': B()~kjl\ (:"In:llissi(,n spelktl ow ,.,. ~ 1I,1t: \Lill\ la!Li-, ,I~: ivi :lt~ !it<)1 Y. , 
from 1')79 (I) 1994, n, the ):J(1<lnlY om,;i,ll 	 a v:Lfiety uf rc-3.~U!h why tht': Cl'! .~l.'l.'m.~ -The EJiuH'. 


