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Congress of the Fnited SHtates
ashington, BE 20515 -

July 16, 1956
 Dear Mr. Lew:

This is the third time in as many months that we have written to ask for -
the administration’s estimate of how many children will be impoverished if the
‘most recent Republican welfare legislation is enacted. Congress is expected to
begin consideration of these bills as early as this coming Thursday, July 18. For
generations now, it has been the fixed practice of the Bureau of the Budget, and
later the Office of Management and Budget, to pmsfid& Congress with analyses
of major legislation. To our knowledge, and ceriainly in our own expenam:e,
this is the first time ever that no such analysxshasbwnfezzhcammg, even in
response to a specific reqzzm

This silence is especially troubling in light of an article in The New York
Zimes of Saturday, July 13, reporting that

.Administration officials said the White House had
instructed the Department of Health and Hurmnan
Services not 1o prepare more detailed éstimates of ﬁm
bill’s effects on child poverty.

We can understand 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 not, on behalf
of the President, issne such an instruction?

Sincerely,

PR D

Danie} S ¥rSymtan

Ranking Member, Committee on Finance

on Ways and Means

The Honorable Jacob J. Lew
Office of Management and Budget
Old Executive Office Building
Washington, DC 20503
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The Honorable Daniel Patrick Moynihan
Ranking Member

Committee on Finance

United States Senate

Washington, DC 20510

Dear Senator Moynihan:

1 am writing in response to youx July 16 letter in which_yauasm for an
Administration estimate of how many children would fall below the poverty line if the most
recent Republican welfare legisiation is enacted.

As you know, the Administration previously estimated that the conference repart on
H.E. 4 — the welfare bill that President Clinton vetoed — wonld have moved 1.5 million
children below the poverty line. 'We believe that, duc 1o improvements in the House and
Senate bills, they would move somewhat fewer children into poverty.

" But a3 we have seid — indeed, as we said in releasing our analysis of H.R. 4 - thezve
are many uncertainties involved in developing poverty estimates. As you know, these
estimates are substantially driven by assumptions about economic growth, the effect of time
limits on encouraging work, increased child care funding, changes in the culture of welfare
in response to comprehensive reform, and many other factors. Moreover, statistical or
quantitative analysis cannot adequately capture the social and individual value of helping
families and comsmunities move from dependence to work,

The President remaing commitied to enacting welfare reform that moves people from
- welfare to work while protecting children. As 2 msult, we are greatly encouraged by the
majority’s decision to separate welfare reform from the "poison pill” of earlier legislation ~
an end to the federal guarantes o health care coverage under Medicaid for senior Gitizens,
the poor, pregnant women, and people with disabilities. Nevertheless, we still have some
real concerns with the pending legislation and, as the President has indicated, we continue fo
seek improvements. .
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We recognize that the development of welfare reform legisiation has been a difficult
process. We sincerely appreciate your leadership in bringing us c.!aser to real reform, and
we want to continue working with you on this important goal.

Sincerely,

Jacob I, Lew
Acting Direcior

IDENTICAL LETTER SENT TQ THE HONORABLE SAM M. GIBBONS
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Bruce and Rahm —-
Urban Institute may have its own poverty analysis out as early as

tomorrow. I've alerted McCurry and Haas, but I think we should be
prepared.

Could you review the attached and get comments to Amy or me today?
Thankg -
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Q: What is your reaction to the analysis released today that
shows welfare reform putting one million children into
povarty?

A First, it is not our analysis, and I can't comment on its
validity. The important thing to us is getting a welfare
reform bill that has bipartisan support, that coverhauls the
current failed system, and that demands work and personal
rasponsibility. The President remains optimisti¢ . that
Congress can act in a bipartisan fashion to draft legislation
that he can support,

GQ: But this analysis was done by the same psople who did OMB's
analysis last year -~ and the numbers are guite similar. How
can you possibly support legislation that will make a million
children poorar?

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

our own position is clear. We've consistently advoecated
policies to maximice the incentives and opportunities for
success, amd to reduce the risk te children. That's why we've
argued for child care and performance bonuses that creaste
incentives for welfare recipients to move to work., AaAnd that's
why we've arqued adainst Republican proposals that .would
simply punish kids -~ block granting adoption and foster care,
cutting the schoel lunch program, and reducing benefits for
disabled kids, for example. We'wve made a lot of progress, and
we hope that bipartisan progress will continve.

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

Ax The President's interest in welfare reform is longstanding,
and his views are clear: we've gobt to dramatically change the
system, and Lry something fundamentally new. The President is
very concerned about the millions of children whe are growing
up on welfare right now, so maintaining the current system is
not an option.

Remember, we have been Lighting to protect children throughout
the Adninistration and throughout thisg Congress. It's the

Republicans who have proposed block granting adoption and
foster care, cutting the school lunch program, and reducing
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benefits for disabled kxids. It*s the Republicans who opposed
key amendments in the Senate to protect children. And it's
the President who has not only opposed those proposals, but

has champicned a range of programs like Head Start and family
leave to make Bmerican kids' lives better.
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TALKING POINTS
URBAN INSTITUTE §TUDY
7.26.96

The Urban Institute has released a poverty analysis of the House welfare reform bill,
contending that it would move 1.1 million children below the poverty line when fully phased
in. By contrast, 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
atiributes most of these impacts to cuts in Food Stamps and legal immigrants, rather than
AFDC, but it recommends vouchers and a 25% hardghip exemption from the time limit,

From our perspective, the report overlooks several crucial points:

Child Support: The analysis does not take into account the increase in child support

collections that will result from enactment of the welfare reform bilt.  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 fake into account the impact that the pending
increase in the minimum wage will have in reducing poverty —— both by raising
earnings for working familics ($2,000 a year for a full~time worker) and by making
work considerably more attractive than welfare, OMB estimates that through the
combined impact of the 1993 changes in EITC and Food Stamps and the pending
increase in the minimum wage, we will have moved 1 million children out of poverty.
This reduction in povenly is taking place immediately — while the Urban Institute's
hypothetical increase in poventy is projected for the year 2002,

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

VYalue of Worke The study assumes that welfare reform will do little to change
behavior. We believe that work requircments, time limits, child care and health care -
~ in combination with a bigher minimum wage and the EITC — will change behavior
dramatically. Woark will become far more attractive than welfare, and the welfare
system will have to focus on putting people in jobs instead of writing them cheeks.,
We also believe that work has inherent value. Over the long term, children who grow
up in famitics and communities where there is work will be far better off than children
who grow up in families and conmmunities where there is only welfare ~— even if the
children on welfare look slightly betier off in a static poverty analysis.
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A recent General Accounting Office report based on state surveys found that between 63 and 87
percent of adults have worked since leaving the welfare rolls, results similar 1o state studies
funded by the Department of Health and Human Services. GAQ found annual eamings
ranging from $3,512 to $15,144 among those who had left welfare. When we factor in

other supports for working families, such as EITC, food stamps, and child care, families
are better off than they were on welfare.

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

A No. From 1993 to 1898, the poverty rate among children under age six has
daclined from a high of 26 percent (6.1 million children} o 20.6 percent (4.8
milfion children). This recent decrease came after a 52 percent increase
between 1878 and 1993. There has been a decling in poverty not only among
young children, but all children. Overall, there are now 2.2 million fewer childran
fiving in poverty than in 1993 (15.7 million in 1993 compared to 13.5 million in
1998) and, under President Clinton, the child poverty rate declined from 22.7
percent to 18.9 percent - the argest five-year drop in neady 30 years, There
have also been histeric declines in the Afrcan-American and Hispanic child
poverty rates, though both remain tao high.,

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

A:  No. We're encouraged to 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 1887 and 1988 {from 6.4 million to 5.8 million). The
rate of extreme child paverty also dropped, from @ percent to 8.1 percent, Since
President Clinton and Vice President Gore tock office, 1.2 million fewer children
are living in extreme poverty - a drop of 18 percent, from 7 million in 189310 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 the Census Bureau reflect data through 1898 and
use the official measure of poverly. The CDF numbers go through 1887 and use
an expanded definition of income. Using thal expanded definition of income,
CDF found that the number of children living in extreme poverly rose by 426,000
between 1886 and 1897, from 2.3 million o 2.7 million. Under the official
measure, the number of children living in extreme poverty held steady between
1996 and 1987, The actions the Prasident announced on July 14th o ensure
working families’ access (0 food stamps (see below) will help address the loss of



HCFA and the states. States have primary responsibility for operating their programs.
Nevertheless, HCFA 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.



DRAFT: HIGHLIGHTS OF MARCH 1999 CPS

= Number of uninsured Americans increased from 43.4 to 44.3 million 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 increase between 1996 and 1997,

=

Coverage among the poor/ nen-poor. i does not appear that the increase i 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 actually rose slightly.

COVERAGE BY POVERTY STATUS
POOR NONPOOR
1857 1958 109899971 19897 1988 1898.1397
Uninsured $1.238 $1.151 0687 32.210 33.130 0.9
Rale 31.6% 323% 2.2% 13.8% F4.6% 1.4%
Private 8264 8818 0.551 80268  182.048 1277
Rale 232% 25.8% 16.3% 7r2% 76.7% ~.6%
ESI 5521 5.588 0.477 ] 1BBAYT 162578 3.007
Rate 15.5% £7.4% 12.3% 8B.3% 68.5% 0.3%
kodicare 4837 44492 L.448 | 30853 31.385 D.442
Rata 130% 118% £.0% 13.3% j3.¢% +0.8%
Medicaid 15388 13.9086 ~4.386 1570 13.858 0.288
Rate 43.3% 40.6% -B.2% £.8% 5.8% 4.0%
Rititary 0.541 G884 8.123 7088 8.083 .07
Rate 1.5% 1.9% 206.7% 3 4% 34% 4.0%

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 of people with income between 825,000 and $530,000 and nearly half
the increase for people with income between

UNINSURED BY INCOME
1995 1996 1947 1998  11595.95088 [1997.1908

< 325,000 18,713 18,47 18.361 17,228 «1.484 +$.432

Rato 23.9% 24.3% 25.4% 25.2% 54% -4.8%
$25-49.099 13.687 13.585 14.527 14.807 1.418 8.280

Rafe 16.2% 16.6% 18.1% 15.8% 18.0% 3.8%
$50.74,990 4974 563 §.678 6,703 1.729 1.625

Fata §.3% 10.0% 10, 1% 11.7% 25.8% 15.8%
$75,000+ 3.197 403 4.882 5.542 2.345 {.660

Ralo 8.7% 7.6% 8.1% 8,3% 23.8% 2.5%

0. oD CHAROES Y DEreant CRAngE CONA T4 G RFT

Number of uninsured children is stable. There was a slight but statistically
insignificant increase in the number of uminsured children, from 10.743 to 11.073
milfion, an increase of 330,000, As with.adults, this change oceurred among the
non-poor and, similarly, Medicaid 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 emong younger children rose.



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

Q: Do these numbers shaow those 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 inequalily, and record decreases in the poverly rale. In 1088, every
income group expenenced a real increase in their income, showing that all paris
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 Clinfon/Gore Administration it has increased over 10 percent, [NEC
has more detailed analysis]

Backcround

An analysis by the Center on Budget and Policy Priorities released in late August
compared income trends for families headed by single mothers between 1993-1985
and 1995-1997. They found, again using an expanded definition of income, that
incomes of single-mother families rose substantially between 1893 and 1995, especially
among the bottom 60 percent of these families, but that the story between 1995 and
1697 was mixed. In the later period, while incomes continued to grow for thase in tha
second and third quintiles, the average disposable income of the 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 tims to do a comparable analysis of
1998 data using alternative 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 betweean 1985 and 1587, there were significant
improvements in 1888, This means that between 1885 and 1898, the number of poor
female-headed families with children dropped by nearly 5 percent {from 3.6 million o
3.5 million). The actions the President anncunced on July 14th to snsure working
families access 1o food stamps (see delails below) will go a long way o address the
loss of benefils which the Center finds to be a key factor contributing to the loss of
income among the poorast families,

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

A Prasident Clinton and Vice President Gore have workad for the last six and a haif
years to raise incomes, make work pay, help families make a successful
transition from welfare to work, and extend opportunity to alt. 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 wamed Congress not (o renege on the bipartisan commitment
o help states and communities finish the job of welfare reform and. He
vigorously opposes attempts o cut the welfare block grant and the EITC tax
refund for low income workers, The EITC lifted 4.3 million people out of poverty
in 1888. To finish the job, we need to reauthorize the Wellare-to-Work program,
raise the minimum wage, and increase our invesiment in childcars,
fransportation and housing vouchers. (See attachment).

What has the President done {0 heip welfare reform succeed?

The President started reforming welfare early in his first term, granting waivers to
43 states to require work and encourage personal rasponsibiiity, expanding the
Earned Income Tax Credit and the minimum wage to make work pay, and
pushing the Congress for naticnwide welfare reform legislation which he signed
into law in August 1886, Since 18886, he has: launched The Wellare o Work
Partnership, which now includes 12,000 businesses that have hired an estimated
410,000 weifare recipients; issued an executive order to ensure the federal
government hired welfare recipients (over 14,000 to date);, and supported the
faunch of the Vice Prasident'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 trangportation ($75 million in FY
1989), and Welfare-to-Work housing vouchers (60,000 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 famities.

What is the Administration doing to make sure families get the food stamps
and Medicald for which they are eligible?

in July the Prasident ook 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 toli-
free hotline to help working families know whether they're eligible for food
stamps. Families with eamings up 1o 130 percent of poverty (3850 an hourfor g
farnily of thres} can ba eligible for food stamps 16 supplement thelr 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 boen working hard with states lo ensure that people who should be
enrolied in Medicaid are, in facl, enrolled. Medicaid is a joint partnership between



Editorial Observer MICHATL M. WEINSTEIN

. Better Ways to Measure Poverty
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Jeremiah Speaks
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what il therc's oo mere room on my
shetves? Thil meusis oaly that U's
tne bt mwnee shelving,

Whsl's e, v shurl sogisitos
DFOMTIUN ITADS U AN LCOROMYs
dreenyg consumes. T wds 10 (he
profis of Van Heuses or Brooks
Broihiers, thersbe rosng the $iock

valae o Amonza's ponsion funds and |

puinng rice u e mouihs of ampey.
ermied Malovgians whe sew on the
sieeves, Spending can ihus Be st
i) ns & virvus, even whes o bevs ihe
znnegded,

Mutiering the milleamal mantes,
“spendthiritiiness is next @ godli-
ness” 1 owent fo the factoryentiel
madl @y Hogerstewn, Md, There, on
Thanks-far-vour-puronage Waokend.
SOHSLINLT CORSEMOIRAIION WO THe.
Hordes of bovers Heed vp 16 sadeh
stems reduced from S prices™ thm
aily HaH in department s10ves pay.

AtcGmpaned by my valumgaevy
family, I expenanced the thrill of the
bargam hunt. Nine West and Tinber-
Liwsd ahoes went for @ pulianes; Ralph
Lauren siuts from only Iast seasos
were swest off g cledcanee rack)
Danne Korsn cashmore swealors
inat hung down o the ankles were
effcred w all ther durk-gray plory
for 2 measty 272 bucks,

Every plasticcarded  purdhase
seapici [0 be vengoonoe aghinst the
evid barees of “het”’ To get an early-
bird reducnon from the gale pricg —
with 38 pervent of{ for the second paiy
of unneedsd whatever - was 2 buy-
er's bhss,

Amd vet, and yei, Btamsdmg here i
the emwenter of pre-Chwisimasism,
Laden with sESaping bags of merchan
dise that proved my worth both 25 &
provider did SOR3RICLAUS consumer,
# angging thoupht reoied @ the dim
past wrrodes: is thas the way | wany
to spend my Joisure Hime? Whas ko
of chinsp tynsmph 13 g cheap sweaiar?
Wha needs alf tins gredf anyway?

Nevar say Cmifle” 1o an epiphany.
Today's rush to buy B st yoster-
gny's addieilon fo aciapsimy Woe
have gone past thal Just for posses.
sipns tha metevated the hoardaes of
vesteryear. Greed = no longer the
gamit; in our Ume, shopping has
Become the primary form af enter-
Fisitergasnt.

S0 here we are ia the Age of Shap
purtanment. What we buy and wear
merges with what e gog and hear,
thss great iab of selfabsarpton and
Inter-ammssement takes up our foug
and GUeuses onr wtingds, The moeving
fmgoy writes {he message on the -
shtrk. To fill the shoppmg cart is 10
fuiill onesel.

The philogophy of the shonper
tainers boids 1Al the aet of spending
and pot the sbject acquired is i
snuree of M. In the past the poot
worrgsgd that “getinig and spending,
we gy wasie our powers” g as
the geiting gers easier, i's the spend.

In the age of
shoppertainment.

my thot mives us the kick.

You can shep e woerkd, by 1 wani
1o gor off, Mall mams may be the
markeuny majority's way of Hving,
hut 1w's no wny ef life, Doing ihe
sutlet center does not stimulase the
Mz of recreaie she body oy salsiy
the soul

The modern Jeremmab asks: os
you snzich the merchantise off thy
shalf, are you learaing something, o
we ST 05 ITAPETIERE - 55E You tonhe
ing anyiniap? The meney vog spend
oday vou mupht re-make fomorrow,
but the e you spend spending casn
ngver be boupght back.

Werry not, thy seasan? sybingites of
suburba ausare us, the mnlis and the
fuctory-cantiet cenlers ave ransiory,
Comneng peneratons will wurn to she
virseal virees of Isteenct mielocs, -
angd kuowledge angd art will be the
wtrggurse mast desired.

But do you Rnow whai oy off-
spring are wirendy delng on rhat
prave new medium? They say they
are Uengaged in ecomrmerce,” bt
what they are doing i3 amusing
themseives shopping,

This Jeremaal sees that future and
it warks all oo wail. Puked up 8-
caupic of nice shirte, though. d
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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:

¢ Al Groups Have Seen Their Incomes Rise — From Richest to Poorest. For the second vear 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 jmprovement for the bottom 60 percent of Americans. '

e Houschold 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.

o Typical Family Income Up Over 35,000 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 mﬂatlon From 1988 to
1992, median family income fell $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 of 3.0 percent in the West, 2.8 percent in the Northeast, and 2.6 percent in
the South.

o 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 househoid has risen $3,880 -- or 15.9 percent -- the largest three-year increase in Hispanic
income on record.

o 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 1998. In
the 1970s and 1980s, income inequality increased, while the economy expanded. In the 1990s, all
parts of the income scale are benefiting from a growing economy.



Large Reductions in Poverty:

Poverty Rate Fell To 12.7 Percent in 1998 - Its Lowest Level Since 1979. In 1998, the poverty
rate dropped to 12.7 percent from 13,3 percent the 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 15.1 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 poverty threshold was $16,660 for a family of four)

In 1998, The Largest One-Year Drop in Child Poverty in More than Twe Decades. While the
child poverty rate remaing 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 largest one-year drop in child poverty since 1976. Under
President Clinton, the child poverty rate has dectined from 22.7 percent to 18.9 percent — that's the
biggest five-year drop in nearly 30 years (1965-1870).

Elderly Poverty Rate As Low As It’s Ever Been, In 1998, the elderty poverty rate remained at 10.5
percent -- as low as it’s ever been. In 1939, the elderly poverty rale was 35,2 percent.

The Hispanic Poverty Rafe Dropped To lis Lowest Level Since 1979, In 1998, the Hispanic
poverty rate dropped from 27.1 percent to 25.6 percent ~ that's the lowest level since 1979, While
there is still more work te do, since President Clinton took office, Hispanic poverty has dropped from
30.6 percent to 25.6 percent. In the past two vears, the poverty rate among Hispanics has dropped
from 29.4 percent to 23.6 percent — that’s 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 Paverty Rate Down To Its Lowest Level on Record, While the African-
American poverty rate s still far above the poverty rate for whites, it declined from 26.5 percent in
1997 10 26.1 percent 1n 1998 -- that’s its lowest level recorded since data were first collected in 1859,
Since 1993, the African-American poverty rate has dropped from 33.1 percent to 26.1 percent -- that’s
the largest five-year drop in African-American poverty in more than 2 quarter century (1967-1972).

Child Poverty Among African-Americans Down To Lowest Level on Record. While the African-

American child 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 Qut of Poverty By EI'TC ~ Double The Number 1n 1993, In 1993,
President Clinton expanded the Earned Income Tax Credit, providing 2 tax cut for low-income
working families. in 1998, the EITC lified 4.3 million people vut of poverty - that's double the
number of people ified out of poverty by the EITC in 1883,
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Poverty and Welfare Reform
Question and Answer
September 30, 1989

Q:  How is welfare reform going?

In 1892, President Clinton promised to end welfare as we know i, and thres
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 to their lowest level in 30 vears, nearly four times
more of those on welfare are warking, and the employment rate of people
recelving welfare in the pravious 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 weélfare to work.

gackground

Caseloads: The number of weifare recipients is at its lowest level since 1969 (30 years)
and the percentage of Amearicans on walfare is at its lowest level since 1267 {32 years).
The welfare rolis have fallen by 48 pearcent, or 5.8 million, sinte January 19383, when
they stood at 14.1 million. Staté-by-state numbers show 31 states have had declines of
50 petcent or more. A recent report by the Councll of Economic Advisers finds that the
implementation of welfare reform is the single most important factor contribuling fo the
widespread and continuous caseload declines from 1886 to 1888, CEA estimates that
the federal and state program and policy changes implemented as a result of welfare
reform account for approximately one-third of the caseload reduction from 1888 to
1998. The strong economy has also played an important role, accounting for
approximately ten percent of the degline,

Employment and earnings of current welfare recipients: Nationally, the percentags of
welfare recipients who work roge from 7 parcent in 1992 1o 27 percent in 1998, with the
remainder fulfilling their participation requirements through job search, education, and
training. The earnings of those on welfare have increased about 11 percent between
1997 and 1908 {from $508/month to $553/month).

Employment and earnings of former welfare recipients: Results from a national survey
released in August by the Urban Institute found 69 percent of recipients had. left welfare
for work, and 18 percent had left because they had increased income, no longer
needed welifare, or had a change in family situgtion. The report found that women
leaving welfare were working at nearly identical rates, types of jobs, and at salaries as
other mothers with incomes up o 200 percent 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 actually higher than other low-income mothers whose median hourly wage is

$6.08. Mare than two-thirds of employed former recipients are working 35 hours per
week or more, which is slightly higher than other low-income mothers,
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Poverty Statistios: 19531998
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Under 1.25 of Poverly Line

On Food Stamps {Thousands) 11,434 11,144 10,368
Total (Thousands) 18,843 18,467 17,891
Percent 60.7 60.3 58.0

Source: Bureau of the Censtis
* Poverty rate for people in families with female householder, no spouse present.
** Poverty rate for families with female householder with children.
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52.0

7,849
16,447
47.7

-31.4%
-12.7%
-21.4%
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-4.1%
-8.2%
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Sunday, August 22, 1989.

[(Mote: August 22, 1393 is the third annivarsary of the tederal welfare law.}

Coniuch Deharah Weinstein
{207) 862-35635

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 Effective for All Children, Says Children’s Defense Fund

Washington, DC. - The number of Amernicon children living in families with incomes
below one-half of the poverty line rose to 2,7 million in 1997, up by 426,000 from the previous
year, according to an analysis of govemnment data released today by the Children’s Defense Fund
{CDF}.

Moreover, the jncrease in children below half of the poverty line — {ermed “extrome
poverly” in the report — was directly linked to the weakening pratective role of cash assistance
and food stamps, COF found. One-hall of the poverty fine in 1997 was equal to $6,401 a year for
a three-person family {equivalont to $123 a week) or $8,200 a year for a family of four. The
analysis differs from past ropoirts beeause it takes into account taxes and noncash benefits such as
food stamps, not just cash income {which includes sources such as carnings and public
assistance).

Mast of the increase sn children below one-hall of the poverty linc occurred among single
mother families, the group most afTected by reeent welfare changes, CDF found., The number of
extremely poor childien in single-mother families jumped by 372,000 - or 26 percent - from
1986 1o 1997, accarding to CDF's analyses of data from the Census Burcaw’s annual Current
Population Survey.

The sudden jump in sxtreme child poverty is especially startling because it occurred
despite an unusually strong cconomy. Prior to the 1997 increase, the number of children tiving
below half the poverty Hne hud dropped for four straight years, the CIF analysis found,

“More [amilics have been successful in finding work, and some of these are escaping
poverty. But reore than 400,000 children have boen pushed muach deeper below the poverty
ting,” said Deborah Weinsteln, director of CDF's Family Income division. *For many familics,
incrcascs in carnings have been outweighed by the logs of aid. Too often, families tose food
stamps or other help that by law they should continue to get. These famities can plunge through
the holes in tho safety net ifnto extreme poverty "

“States are not doing enough to help the worst-off families find and kecp jobs, Food
stamps, child care, training, and other work supports can lead Lo stable work, instcad of deeper

”“m t?«"ﬁ\



AUG-19-1989 THU 12:08 PH CDF-5TH FLOOR FAX NG, 202 6862 3550 F. 03

Extromeo Child Poverty Rises + Children’s Defense Fund  + page 2

poverly,” said Weinsteln, adding that for some families facing muliiple huedles, still other
interventions will be needed.

August 22 will mark the thicd anixiversary of the welfare law signed by President Clinton,
“When children fatl into extreme poverty, they suffer significant increases in stunted growtl,
lower academic test seores, and fower camings vears later, States must use the funds available to
them now (o prevent these lifelong losses for children,” said Weinstein, Most states have not
spent all the federat webfare funds given 1o them under the 1996 welfare law,

The study found a direct link between incrcased extreme child poverty and the dwindling
protective role of public assistance and food stamps. In 1996, family inconse from cash
assistnnce and food stamps kept more than 3.6 million children above half of the povarly linc,
according 10 the analysis. By 1997, however, these two programs kept less than 3 million
children from extreme poverty - meaning they protected 652,000 fower children than the year
bofare. Elad this pratective role merely remained constant, the number of exremely poor
children would have shrunk by 226,000 in 1997, the repori found, due to rising employment and
growth in non-welfare income arong the poorest families. lﬂsma{i, the weakening of assistance
atiowed 426,000 more children to {21l helow half the poverty line.

CIF specially noted the crucial role of food stamps. “In dollar terms, food stamp income
didn’t decling as much as cash welfare In 1997 for single mother familics. But losing food
staraps was often the final loss that tipped the family into exireme poverly,” explained CDF
analyst Arloc Sherman, “Food stamp losses are the big reason we found increases in extreme
child poverty, while the official goverament numbcers — which do not count food stamps - do
not.” Sherman noted that many families who lose food stamps when leaving the cash assistance
rolls probabl ¢ qualify to keep them, but may not know thoy remain eligible. In addition, most
states reguire families to take time off from work for frcquent trips to the welfare officc to
document their continuing eligibility for food stamps. These rules may make it impossible for
working parents to get the assistance their children need.

To make the new welfare systems safe and cffective for all children, CDF recommended
that states make sure that food stamps and health coverage reach low-income families, whether
ar not they receive cash welfare. “Outreach by public and private agencies can help to inform
famitics about their eligibility Tor foed stamps, and elipibility should be restored for all legal
inmigrast children,” said Weinstein, “States need to change [ood siamp office hours and
procedures (o make thom working parent-friendly,” CDF also recommended expanded work
supparts like child care and transporiation; efiective job training; and a flexible response to
severe barriers to employment, which include domestic violence, clironic jliness, illiteracy, or
pockets of high uneraployment. “Bome states have started to offer the supports families nead,”
Weinstlein said, “but the jump in extreme child poverty shows that, in too many cases, the states
arciy’t doing nearly enough to help the necdiest familics.”

'The mission of the Childran’s Defense Fund is to Leave No Child Behind®h and to ensure cvery
ehild o Healthy Start, a Head Stort, & Fair Start, a Safe Start, and & Moral Stert in life and successiul
passage to adwlthood with the help of caring families and communities.

« 30 -
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Extreme Child Poverty
Rises Sharply in 1997

By Arlec Sherman

DERS. o The Children’s Defense Fund
. ZEE St NW

Washingtor DC 20001
www.childrensdefensc.org

{202) 628-87R7
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About CDF

The mission of the Children’s Defense I'und is to Leave No Child
Dehind®® and to ensuse cvery child a Healthy Stari, & Head Start, & Fair
Sturt, a Safe Stery, and a Meral Start in life and successful passage to
adulthood with the help of caring families and communities,

CDF provides # strong, cffcotive voice for all the children of
America, who cannot voie, lobby, or speak for themselves. We pay
particular attention to the needs of poor and mipority children and those
with disabiliies. CDF educates the nation about the needs of children
and encowages preventive investments in children before they got sick
or inlo trouble, drop out of school, or suffer family breakdown.

- CDF began in 1973 and is a private, nonprofit orpanization
supporied by foundations, corporalion grants, and individual
contributions. Wo have never {taken povernment funds.
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Introduction

Much attention has been paid to the dramatic drap in welfare caseloads that followed
the signing of the 1996 wellare law on August 22, 1996. Since then, government figurcs
bave revealed an jucrease in employment for the welfare population, which is important
geod news. For most of the families lsaving the rolls, however, carnings havoe not risen
cnough (o raise (heir children out of poverty. For many, cmployment is unstable at best,
Often, available jobs are not enough to ofTiet the loss of govermmont help — & loss that,
despite state and federal policies to the contrary, often includes food stamps and medical
coverage 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 of children experiencing the most exireme form of poverty. Anong
children in single-mother families — the group most affected by the welfare faw -~ the
number of children lving below one-half of the paverty line rose by 26 percent from 1996
to 1997, Additional findings indicate that this surge in extreme childhood poverty was due
to the weakening protective role of public cosh assistance and food stamps,

The new findings strongly suggest that some families are not yet recciving the help
they need 1o make a successful transition from welfare to work. The findings are
consistent with other recent studies, which have found deepening poverty among the
poorest families with children, as well as joblessness, inadequate wages, and inability o
pay for food and shelfer among a sizeable minority of former welfare recipicnts,

This report is based Children’s Defense Fund (CDF) analyses of annual Census Burean
survey data. Exireme poverty in this report is defined as family income helow one-hall of
the federal poverty line — that is, below $6,401 a year (equivalent to just $533 a menth or
$123 a wecek) for g three-person family or below 38,200 for 2 family of four.

The report uses an inclusive definition of insome that accounts for taxes and the value
of ¢cortain noncash help (such as food stamps) ns well as conventional sources of cash
income counted in official governmen! figures (such as wages and salaries, self
employment carnings, governunent benufit payments, child support, and dividends), (See
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
vuiside of government,



AUG-19-1689 THY 12:10 PH CDF-&TH FLOOR FAX NO. 202 662 3550 P,

The New Findings: Extreme Child Poverty Grows in 1997

Using this expanded definition of income, CDY found that:

» The number of ¢hildren living in farulios with incomes below one-half of the
poverty line inereased by 426,000 (from 2.3 million up to 2.7 million) between
1996 and 1997,

» Most of this increase oecurred in mother-only famiikes, the group most affected by
the welfare law. The sumbcer of extremely poor children in such faumilies surged by
372,00G children ~ or 26 percent — in 1997, a statistically significant increase.

« DBy 1997, 1.8 million children in mother-only familics lived below half the poverty
Nine.

o In 1997, 10.8 percent of children in mother-only families lived below one-half of
the poverty ling, up from 8.6 pereent the year before.

+ The number of extremsly poor children in other families (those headed by males or
matried couples) grew much less, rising by just 54,000 (6 poreent) to reach 927,000
in 1997,

Number of Ghildren Below Half the Poverty Lins
Usling an Expanded Definition of Income, 13831557
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The increase in extreme child poverty revealed by this expanded measure 38 surprising
{or at least two reasous, First, it is sudden. Prior to increasing in 1997, this measure had
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been falling for four straight vears. Second, it runs connter to broad economic trends. The
increase coineided with an unusually strong, sustained, and widespread cconomic boom,
which resulted in highor incomes, more employment, and declines in the overali rate of
poverly for both c¢hildren and adults.

In contrast 1o overall poverty, however, extreme child paverty is a more rovealing
pieastee for tracking potential negative cffects of welfare changes, That is beeause most
children who roceive cash assistance are already in poverty but may not be in extreme
poverty. Thercfore, it {8 not appropriate (0 measure declines in their cconomic wellbeing
by examining in thoir poveriy status; but i is appropriate (¢ track their exposure to extrome
povesty.

Reasons for the Increase in Ext

1 Mother-Only Familics

The 1997 increase in oxfreme child poverty has passed unnoticed until now becanse
official tabulations of Census Burcau data for children under one-half of the poverty line
do not account for poncash aid and taxcs. Analyses uging the official definition of income
do not show s significant chunge in extreme child poverty in 1997,

The Weakening Protective Role of Public Assistance and Food Stanmps

Why did CDF find a significant rise in cxtreme poverty whep the official figures did
not? One major reason is the role of food stamps. Welfare recipients ofien stop petting
food stamps when they leave the welfare rolls — oven though many remain legally elipible
for food stamp help. Purther, most legal immigrants logt food stamp oligibility in the 1996
welfare law, The following table for mather-only families ~ the group most affecied by
welfare changes — shows that simply counting foed stamps in the measure of income
uncovers a substantial increase in extreme child poverty that is not seen under the official
income definition.

These figures supgest that additional ovtreach to re.enroll these families in the food
stamy: program could help pddress the increase in extreme child poverty among mother.
only families. Restoring aid to legal immigrants would be another positive step.

¥

' As previous CDF publications have noted, the official cash income definition showed an incrense of
394,600 extremely peor children from 19985 to 1997, This increase was noteworthy for three reasans, Fist, it
oreurred at a tine of geasral ceanamic growth and falling averall child poverty. Second, it coingided
somewhat with increages m sine-initinted welfare changes. Third, COF analyses showed that it could be
explained by the diminishing protective role of cash assistance in Keeping family incomes abhove onpvhai{ of
the poverty line, [See CDF, Wolftre to Bhot? 19983 On the other hand, the officinl figures on extreme
¢hild poveny showed that mogt of the iacrease accumred In 1996 and not in 1997, when states were
proswunably implementing eves greater wellere chianges. Moreover, » large minority of the increass occurred
smong marred-couple famities, which are less alfocted by welfare chonges than are mother-only funities.
Therelore, the thniag and demographic pattern of the carticr data sugpesicd only an ambiguous relationship
betwpen weifare changoes and welfsre policy changes.
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Children in Mather-Ouly Families
Below Onc-Half of the Official Poverty Linc,
By Definition of Income, 1396 and 1997

. Pereent
Income Definition 1996 1957 Chanpe Chaupe
Cash Inconse 4,399,600 4394000  -4,000 0%
{Olficial Measure)
Cash + ¥ood Stasnps 2,576,000 2,864,000 +288,000 +11%

Cash + Food Stamps + 1,441,000  §,813,000 372,600 +26%
School Lunch + Housing ’

+EITC — Taxes

{CDF measurs)

Note: Table ebows children younger than 18 in feninlo-headed families (ncluding
Funrsiated sobfamities,” that is, famailiss not related 1o the head of the househald in which
they live) with no spolise preseat,

Saurca: COF anatysiz of March 1997 and March 1928 Current Population Survey data.

Additional analyses confirm a direct link between the 1997 increase in extreme child
paverty and the dwindiing protective role of public assistance and Jood stamps. Is 1996,
family income from cash amsistance and food stamps together kept more than 3.6 million
childven out of extreme poverty. These were children whoae families’ incomes from other
sources (that is, excluding public assistance and food stamps) were below half the federal
poverty line. But counting income from public cash assistance and food stamps put them
over that threshold.

By 1997, however, these two government income sources kept fower than 3 million
ehildren from extreme poverty. Thus, the fotal manber of children protected from exireme
poverty by cash aid and food stamps dropped by 632,000 in one year alone. Had the
protoctive role of these two programs merely remained constant, with 3.6 mithon children.
kept froun extreme poverty, the nusber of extremely poor children would have shrunk by
226,000 in 1997, duc to rising employment and other faclors that boosted the nonwwellare
income among the poorest {amilies, Instead, the weakening of assistance allowed 426,000
children to fall bolow half of the poverty Hne. (Sec Appendix Table 5 for additional
detatis.}

The datg indicate that, for these children — whose suppert from the public safety nct has
weakened more than thelr family earing power has improved — extreme ehildhood
poverty was the direct result of declines in government assistance,
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Which mattered more, loss of cash agsistance or food stamps? Provious analyses of
income trendg have found that, in dollar torms, means-tested cash assistancs {21l more than
food stamps did for the average mother-only family.” Nonstheless, the data shown in this
report indicate that, for many families, that loss of fuod slamps ~ while perhaps smalier
was frequently the final loss that tipped a mother-only family into extreme poverty,

Larger Families Appear to Face Harder Strupgle

Not alf types of mother-only families expericneed equal increases in exireme poverty in
1997, In fact, much of the increase in extreme childhiood poverty among such familics
cccurred in families conlaining more than two children, the findings supgest.

The circumstances of large families are particniardy Important for childien becouse a
disproportionate number of children live in large familics. While [arge families —with
more than two children — coraprise oaly about one in five mother-only familiss in
America, they account for two out of five of the children Hying in mother-only families.
{The size of these “large” familics, however, i3 generally not excessive: on average they
have only 3.5 children.)

Among children in these larger mother-only families, the rate of extreme poventy
skyrocketed from 10.8 percent in 1996 1o 15.3 percent in 1997, In families containing just
one or two children, by contrast, the rate rose more slowly, from 7.1 percent to 7.7 percent.
Large families accounted for mare than 90 percent of the total increase in 1997 inthe
number of extremely poor children Hving in single-mother families. The number of
extremely poor children in Jarge single-mother families jumped by 50 percent (to 1.0
mitlian), but rosc just 3 percent in single-mother families with one ot two childeen. These
findings appear to be consistent with earlicr results from state studies, which found that,
among former TANF recipicnts, those with rmore children suffer lower work rates and
greater income losscs,

One possible explanation for this pattern might be problems with ¢hild earc. Larger
farnilics who leave velfare in scarch of work may be experioncing special difficultios in
finding and kecping a job due to the high cost of child care for their children. Child care
expenditure data make clear why these costs might be prohibitive for a large family. The
latest Census Burcau figures (for 1893} indicate that the average working mother with just
one preschool child in paid child care paid $66 a week for child care — cquivalent to about
$3,300. For a family of threc or more children and very low potential eamings, the resule
may often be that the cost of child care is simply 106 great.

A second factor could he greater loss of benefils when familics move from welfare (o
work, States traditionally varied their AFDC cash assistance paymenis by family size,
providing more help to larger familias in response to their greater necds. But employurs do
niot typically pay higher wages for larger families. Therelore, a farge family that moves

Fd

? Richard Davier, “An Early Lock at the Effects of Welfare Reform,” draft saouscript, Juna 14, 1999,
Bavier i an analyst of the Office of Management and Budpet,
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from welfare to work may be at particular risk of losing more in benefits than it gains in
garnings.

The problems of large funilies suggest that future research should consider the
perspeclive of children — not just families — when assessing family economic well-being.
Aualyses of income trends should take a child’s perspective — by, for example, examining
children’s rate of poverly or extreme poverly — or run the risk of missing key changes
among the disproportionate number of children who live in large familics,

Findings of Deepur Poverty Are Bolstered by Earlier Studics

The increases in extreme child poverty for mother-only families are consistent with
related (but little noticed) findings from other recent studies, These studies have found:

1. Children fell nearly 82 hillion decper inte poverty from 1995 to 1997, One way {0
sec how far childron are below the poverty fine is to look at the “child poverty gap,” which
is the amount roquired to §ill the incomes of all families with children up 10 (he fodersl
poverty threshold. According o newly released data in the ULS. Department of Health and
Human Servicos” Second Annual Report 1o Congress on the TANF Program, it would have
taken $27.0 billion to close the “child poverty gap” in 1997, (These HHS figures count
noncash benefils and taxes.) Notably, the fipures show that the child poverly gap has
grown by $1.9 billion in the last two years, from $25,1 billion in 1995, This deepening of
the child poverty gap resulted emtirely from a steep decline in payments to otherwise-poor
familics from governmeont programs, the figures show, By 1997, payments front these
programs atleviated the child poverty gap by much less ~ over $4 bitlion less — than they
had in 1995, Although rising carnings and other income sources helped to offser this logs
of benefite, they offset lttle more than half of the decpening poverty gap.

2. One in five forewer welfare recipients has ne job, ne disability benefits, and no
earnings from n spouse. Accerding to Pamela Loprest of the Urban Institate, 39 percent
of former recipients nationwide arc not working., Twenty-five percent have ncither a job
nort & working spouse. Ofthesc, only one in 100 say they have 1o need or desire 1o work.

Some of those with no work and no working spouse rely on government disability
benefits that may not be intended to support an entivg family. Others recaive forms of
income that may be both meager and unreliable, such as child support. Some lack even
these sources of income. Among all former welfsre reciplents, about 20 percent - one in
five -- are not working, do not bave a spouse who is working, and do not receive
governmeit disabilily benefits. About 12 porcent furthermore do not recaive child support
or social security.

3. Even among welfare recipients who find a job, weekly wages are often below half of
the poverty line. According to Census Bureau data previously analyzed by the Children’s
Drefense Fuid, 28 percent of 1997 welfsre reciplents who were caming a paycheck by
March 1998 were earning wages of less than 3125 g week, Wages that low could not lift a
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throe-person family above half of the poverty line, even if the job lasted year round {which
the majority of jobs held by former welfare recipients do not).

4, More than one-third of former recipients somotimes ran ouf of food ar cannot or
pay bills, According to the Urban Institute’s Pamela Loprest, more than one in threc
former recipionts nationwide reported that, sometime during the last, year, they ran out of
food and didn’t have money for more (38 percent) or couldn’t pay their rent, morfgage, or
ulility bifls (39 percent). These rates of herdship are significantly higher than among other
lowetncome mothers,

Conclusion

The sudden rise in extrerac child poverty is alarming. Although larpely ignored until
now, it offers cvidence that some children are falling through the cracks in the still
unfinished floor of welfare reform, and is one indication of how much more romains to be
done to {ulfill the promise of real reform for Ametica’s poorest families. Although states
have begun to replace welfare with work, most have taken only baby steps toward the goal
of ensuring that all families can obtain stable work and en income that is adequate to
successfully raise a chifd,

Important additional steps for states will include increased investments in making child
carc affordable and accessiblo, as well as providing help with transportation; more
cducation and training; wage supplemonts (including state camed income tax ¢redits) for
below-poverty jobs; and special attention {0 the needs of families experiencing multiple
probloms such as Jow skills, domestic violenee, or chronic iilness in the family.

States have o clear responsibility to reverse the trend of children failing below half the
poverty line, As reeent rescarch has shown,” belping children avoid extreme poverty today
is an investment that evory state can make towards the future success and learning of these
children and their productivity ss they grow (o enter the warkforce.

States must also recognize their responsibility to help families climb above the poverty
line it1sell, In the loog run, the payoff for ending child poverty is ample, in both economic
and human terms.

? For evidence on the benefits of eading child poverty, sspecially extreme child poverty, see Arloe Sherman,
Faverty Matiers { Washingtes, DC: Chitdren's Defense Pund, 19973 and Greg 4. Duncan and Jeanne Brooks-
Gunn, eds., Conmsuquences of Growing Up Poor {New York: Russell Sage, 19973, sipecially chapter 12,
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Technical Notes and Delinitions

3

" Poverty {pooc). The terms “io poverty,” “below the poverty line,” and “poor” all refer 1o
families with annual income below the official federal poverty thresholds used by the Censuy
Bureau, These thresholds vary by family composition and are adjusted each year for inflation. in
1997, the thuesholds were 812,802 & year {(equivalont to §1,067 a month or 8246 a woek) for sn
average three-person family, or $16,4060 for a family of four,

Extreme poyerty. Exireme poverly in this report meaas fawmily income below ome-half of
the federal poverty threshold. For a three-person family, one-half of the poventy threshold was
$6.401 per year, For a four-person family, it was §8,200 a year,

Tncome. The expanded definition of income used in this report is broader thas the official
tncome definition used by the Census Bureau. Like the official definition, it includes ali cash
income {such as carnings, child support, divikdends, and all goverament payments such as Soclal
Security, public assistance, snemployment beacfits, or 581). Unlike the officiat definition, it sso
includes the value of certain noncash berafils (food stamps, school Jusch, and housing assistance),
and accounts for estimates of the FICA payrol] taxes and federal and state income taxes owed by
the families {inclading the federal carned income tax credit), Becauss the 1ax amounts are
simulstions by the Consus Bureau and assume that all cligible families will claim the earned
income eredit, they are likely to oversiate families” income from the tax credit,

It is important to note that work expenscs such as child care expenditures are not accounted
for in this expanded income definition {nor are child care subsidies). I work exponses were
counted, theroby capluring the rising out-ofpecket costs 10 famitics who are moving from welfare
to wark, the increase in sxtreme child poverty wonld undoubisbly be eves greater than is shown
here,

The expanded definition also excludes the valug of Medicaid and other health insurance, in
order 10 maintain some consistency with the poverty thresholds {which are intended to reflect
family needs not counting medical needs)!

Public assistance. Public assistance income includes Aid Lo Familtes with Dependent
Children or AFRC (now called Tamparary Assistance to Needy Families or TANF) and a vory
small amount oF state General Assistance, which is typically targeted to childless sndividuals,

Families, A family is any group of people sharing Hving quarters and related by binh
marriage or adoption. Unlike most officis] Census Burcau data, this report incfudes families not
related to the head of their houschold {ealled “unrelated sublamities” by the Census Bureau), The
inclusion of this saabl number of additional familics does not substantially pffect the findings.
{Sce Appendix Table 1 for a4 comparison of trends with and without unrelated subfamilics,)

A Cxperts on the definition of paverty note that, wheaever the income definition is alwered, it may
Hocome imporsnt o make carresponding changes in the poverty thresheld, I order to matntain congistency
betwenn the sypes of family rascurses counted a8 lcorne and the types of amily needs Iimplicit in the
poverty line. For simplicity, the fignres shows in this report do net maka any changes to the federal poverty
thresholds. However, say comprehensive redefinition of peverty shauld consider such changes.


http:cbanp.es
http:of&t8.tl
http:lne~h.a.lf
http:Censl.lS

AUG-19-1888 THU 12:12 PH CDF-TH FLOOR FAX NO. 202 B62 3550 F.

Mother-Only (Single-Mother) Families. Inhis report, the terms “mother-only familics”
and “single-mother families” refer to fomale-headed families with children {no hushand present),
In some cases, the actual head of these families s nof the mother of the chifdren but another
refative such as a grandmother or aunt,

Hasic conclusiens are not affected by adjustmenis far houschold incerme aml
anderesunted welfare income. Reecontly, some welfarc researchers have caticized Census
Burcau data for lgaving out noa-family houschold members and also for ignoring 2 growing
tendency for peaple to underrepart their welfare income to Census interviewers. Butadditional
analyses by the Children’s Defense Fund suggest that addressing both problems would not alter the
finding that extreme child poverty increased significantly in this population from 1996 16 1997

* Yo exarine the effect of nonrelatives’ income and the increased undercounting of public assistance over
tene, CDE repeated ks analysis making four changes: {1} counting the incame of all houschobd members
regardless of family relofionship; (2) edjusting the poverty line to refiect the nveds of all Iwuscholif members
{by Increasiap the poverty Hne by $2,800, in 1897 dollars, for sach sionrelativel; (33 iaflaling the amount of
puhlis assistancs income in cach survey household Ut fiag public aseistance income (In order to counteracl a
3 peecent average ingrease in underreporting from 1994 to 1997 in the ameunt of TANF ingcome reporicd
among lamibics who report at least some TANF income); and finally, {4) inflating by an adSitional 8 percent
the munber of children in househoids Jifted out of exireme poverty due 1o TANF {in erdoer 1o counteraci an 8
pereent decling in the estimated likelibood that TANF familiss will report any TANT income). Afler
puking these chenges, the estimpted numbcor of children i mother-only famities § m oxlreme poversty stll
grow by more thas 20 pereent - a statistically significant rise.
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Appendix Table 1
Treuds in Poverty and Extreme Poverty
Among Children in Motker-Ouly Families
Using Two Definition of Income, 1996-1997

CHHDREN IN MOTHER-ONLY FAMILIES Chsnge:
9800
1990 1591 {022 1333 1954 1955 1996 1997 e
Ineluding warelated subfamilics
Number of Children {0005}
Trinl 14,353 15279 15338 15,886 16732 17,357 16346 15334 93
Poar {Officind Income Definfiion) 7843 8,482 8,542 8,993 8,857 8,737 £,3%4 R31! K
Abermate Definition 661 7082 %232 AT IEY 4688 6536 5450 106
Fxivemsly Poor {Oficial) 4,115 4,441 4,802 4,819 4,725 4,160 4,399 3394 i
Altemate Definition 1,463 1,584 1,904 £,761 ), 624 383 1,444 113 +372
Pereenixge of Childres
Totut 0% 100% 100% 106% 1% 140% 150%: 100%% %
Poor (Officia Income Definition) 338 333 34.8 540 529 303 49.3 492 0.3
Alrernaic Dfinitian 43.8 47.0 46.4 46.4 43.2 384 IRz 382 «Bh
Bxireacly Foor ((fficial) 283 9.1 03 289 282 240 5.0 psikil 6.4
Alernate Duflnjtion Hri 1.4 12.2 16.2 8.7 4 8.3 107 22

Excluding wrvlated subfemilies

Numbzr of Children (000+)
Tolal _ 13,793 14,545 4801 13844 15724 6,637 16313 14075 «3%
Poor {OiTclul Insome Detlsition) 1,363 065 84032 g,503 427 8,364 7,555 1,928 63
Alernate Defisition 6,196 6,795  §75¢ 7265 $340 6,340 67315 6,118 ~117
Extremely Poor (Gificial) 1819 4,108 4,479 4,534 £477 3,952 4,177 4,11 +2
Allereals Prefindlion 1,205 1392 1,646 1471 1,458 1,434 L,294 1,635 +341
Percentsge of Children
Totul . % 100%  100%% 100%  1060% o0 180% 0% 8%
Poor {Officin] Tncame Definition) 3.4 353 3.1 532 528 0.3 423 498 3
Alicrnate Txefinition 449 487 45,6 455 43.0 382 8.5 k¥R 0.7
Exusanely Poor {OHcinl) 2.7 F4 303 S 28] 21K 258 2538 0.5
Aligraaic Delinition 8.7 8.6 F1.1 3.3 4.2 B8 85 . 2.3
Befinitions:

*In poverty™ gig "poor” mean in a family with itnual incorse briow the eppropriste fedeml poveriy threshold (312,802 for a dizog.
parson funidy In 1997, ar $16,4000 for & fnmily of four).

*Extreme peverly” and "exlromely pom™ mean s s fmily with imnied fscome below anc-haif of the poventy thresheld,
*Giffiaial income dofinition™ meang all eash income (4.8, wapes, salaries, self-emplicyment, govenument paymeots, dividendsy

*Alemale Income definition” neans officisl income plos food glamps, schoed hinth, housing assistance, snd the carned Income 1oy
gredit, minuy fodersd and Sate income x and payrol! fax,

Fereest
Change:
'35 i V97

%%
1%
2%

a4

*20%

0%

C 1%
2%
0%
+25%

"Usircinied subfamilics” muoosns » fumily not relsted 1o the hoad of houssheid, (Most family income data published by the Consus Boresy

exsludes seteclated subfamitios))

Bourgy: Childres's Prefunse Fund nanbysis of the March Current Papulation Survey (March 199 .March 1958,

iQ
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Appendix Table 2

Profile of Children (All Tncomes)
By Characteristics of the Family Head, 19931997

1693 1994 199§ 1996 1997
In Al Familices
Tetal Number 69,668,600 69,729,000 70,243,608 70,283,000 70,668,000
Pereentage Distribution
Totat 100% 100% 160% 100% 100%
1-2 Chiidren 62% 62% 62% 62% 62%
3+ Children 8% 38% 38% IR% 38%
Family Has Child Under 6 53% 3% 52% 51% $1%
No Child Usder 6 47% 47% 48% 49% 45%
D3id Not Finigh High Schoo! 20% 19% 2% 19% 8%
High School Graduate 80% 81% 80% §1% 32%
Never Marricd 8% 8% S% 16% W%
Ever Married 92% 92% 51% o S 0%
White {Non-Hispanic) 67% 67% 66% 65% 65%
Black (Non-Hispanic) 15% 15% 15% 15% 15%
Hispanic 14% 14% 14% 15% 15%
Worked Last Year 84% $4% 85% 83% 85%
Warked 166G+ Hours 16% 76%% T Fi% 0%
in Maother-Qnly Families
Tota! Number 16,656,000 16,732,000 11,357,000 16,946,000 15,884,000
Percentage Distribution
Total 100% 100% 100% 108% 100%
12 Children 61% 6% 59% 62% 40%
3+ Children 39% A, 41% 38% 40%
Family Has Child Under 6 33% 32% 52% 48% 4854
Ne Child Under 6 3% 48% 48% . 52% 52%
DRl Not Fiish High School 30% 30% 0% 28% 27%
High School Graduate 0% 0% 0% T2% 3%
Never Married 31% 30% 32% 34% 35%
Ever Married £9% 0% 8% 66% 65%
White (Non-1lispanic) 45% 46% 44% 45% 43%
Rlack (Non-1hspanic) 37% 36% 36% 35% 35%
Hispanic 6% 16% 1% 16% 17%
Worked Last Year 2% 465% 68% % 71%
Worked 1000+ Houes 49% 56% 54% 6% $6%

TABLE READS: “In 1983, 61 percent of all ¢hildren in mather-only families lived in a family that contsined
ont tr two children™

Note: Incorme inchides non-cash benefits and toxes. Famities inglude uurelated subfamiliss,
Source: COF anatysis of the March Carrent Popuiation Survey (Mazch 1994-March 1998).

11
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Appendix Table 3

Profile of Extremely Poor Children
{Children in Families With Income Below Ouoo-Hall the Poverty Line,
Using an Expaaded Definition of Income)
By Characleristics of the Family Tead, 1993-1997

1993 1994 . 1995 1994 1997
ta Al Familics
Total Number 3,225,000 30872,000 2473000 2314000 2,740,000
Pereontape Distribution
Total 100% 100% 100% 160% 100%
1-2 Children S52% 48% 44% 51% 45%
3+ Children 48% $2% 56% 45% 55%
Family Has Child Under 6 65% . 63% TH% 67%% 5%
No Chiid Under 6 35% 37% 30% 33% 35%
Did Not Finish High Schoot 42% 41% 46% 39% 44%
High School Graduate 38%% 50% 54% 61% 56%%
Never Married 26% 24% 34% 34% 3%
Bver Marricd 14% T6% 66% §6% 69%
White (Non-Hispanic) 47% 47% 41% 435% A3%
Black Non-Hispanic) 26% 25% 0% 29% 2%
Hispanic 22% 4% 23% 20% 2%
Worked Last Year 48% 45% 41% 40% a4%
Worked 1800+ Howrs 2% 26% 19% . Y% 17%
fo Mothor-Only Families
Tota} Number 1,703,000 1,624,000 1,533,000 1,441,000 1313000
Perpentage Distribution
Total 166% 100% 160% 100% 1009%%
-2 Children 55% 47% 47% 53% 43%%
3+ Children 45% 53% 53% A8%4 $7%
Farmily Has Child Under & 65% 68% 71% 67% 63%
No Child Under 6 31% 32% 29% 33% 32%
Did Not Finish High School 50% 43% 46% £Y% 44%
High S¢hool Graduate 50% 58% 54% 55% 56%
Never Married ) 41% 41% 48% 48% 407
Ever Mamied 5% 9% §3% 51% 0%
White {(Mon-Hispanic) 35% 38% 3% 36%% 40%
Black (Non-Hispanic) 3T e 43% 35% 35%
Hispanic 23% 21% 21% 20% 19%
Worked Last Year 33% 33% 34% 32% 34%
Worked 1000+ Hours 10% 8% 9% 9% 8%

TABLE READS: “In 1993, 58 percent of extremely poor children in mother-only fumilics
fived ia a family that contained 1 or 2 children”

Note: Income inchides non-cash benefits and taxes, Families include uprelated subfamiliss,
Source: CDF analysiy of the Mareh Current Population Survey (March 1984.8March 19883,

12
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Appendix Table 4

- Children Beiow One-Hnif the Poverty Line
{Using an Expanded Dofinition of Incomae)
As a Percentage of All Children,
By Characteristics of the Family Head, 19931997

1993 19594 1995 1956 1997
In All Familics
Nunber Extremely Poor 3,225,000 3,087,000 2478000 2,314,000 2,740,000
Pereont Tixtremely poor
Total 4, 1% 4.4% 3.5% 313% 3.9%
1.2 Children 4,.6% 3.4% 2.5% 2.7% 2.9%
I+ Children 5.8% 6.1% 5.1% 4.3% 5.5%
Famlily Has Child Under § 3.7% 5.2% 4.7% 4.3% 5.0%
Mo Child Under & 35% 3.5% 2.2% 2.2% 2.7%
Did Not Finish 1lgh School 10.0% 9.3% 8.3% 6.8% 9.2%
High Schoal Graduate 3.4% 3.3% 2.4% 2.3% 2.7%
Never Married 14.2% 12.8§% 12.9% 11.5% 12.1%
Ever Married 3.8% 3.7% 2.6% 2.4% 3.6%
White (Non-Hispanic) < 33% 31% 2.2% 2.3% 2.6%
Black (Non-Hispanic) 7.9% 1.3% 6.9% 6.1% 6.9%
Hispanic 7.4% T A% 3.6% 4.5% 3.7%
Worked Last Year 2.7% 2.3% 1.7% 1.5% 1.8%
Werkod 1000+ Hours 1.6% 1.5% 6.9% &.7% 9%
In Mother-Only Families
Number Exteemiely Poor 1,703,000 1,624,000 1 383,400 1441066 1,813,000
Percent Extromely Poor
Fotal 10.2% 7% 9.1% 8.5% 18.7%
1-2 Children $.2% 7.7% 1.2% 11% 1%
34 Children i11.8% 12.7% 11.5% 10.8% 15.3%
Family Has Child Under 6 13.3% 12.6% 12.8% 11.9% 15.3%
No Child Under 6 6.7% 6.5% 5.4% 5.4% 6.6%
Did Not Pinish High School 16.8% 14.7% 14.0% 12.6% 17.5%
High School Graduste 7.3% 7.46% 7.0% 7.0% R.2%
Never Married i3.9% 13.2% 13.7%% 12.0% 12.3%
Uvor Marriod 8.6% 8.2% 7.0% 6.7% 9.9%
White {Non-Higpanic) 8.7% £.1% 7.0% T4 5.5%5
Black {Non-Hispanic) 102% 10.5% 10.9% 5.0% 10.7%
Hispanic 14.6% 12.1% 11.3% 13.4% 12.0%
Worked Last Year 54% 4.9% 4.6% 3.9% 5.1%
Worked 1006+ Hours 2.1% 1.6% 1.5% 1.4% 1.5%

TABLE READS: “In 1993, 9.2 percent of ehildren in mother-only families whose family
contalned 1 or 2 children had family inconmcs below one-half of the poverty line.”

Notey Income includes son-cash benefiis and iaxes. Families include unrelated subfamilizs,
Source: CTF analysis of the Masch Cuerent Population Survey (March 18%4-March 1998},

13
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PUBLIC ASSISTANCE ‘ANE} FOOLI STAMPS PROTECT A DECLINING
NUMBER OF CHILDREN FROM CXTREME POVERTY

Chilitrea Falling Below OneHall of the Poverty Line
By Definition of lacome, 1995-1997

In AH Families

Number of children with family income below
aste-half of poverty line, based on:

1. Al income (expanded definition)
2. Income excluding public essistance

3, Income excluding public assistance and
food siamps

Number protected frons extreme poverty:
By public assistanee (line 2 minus Hine 1}

By public assistance and food stamps
(line 3 minug Hae 1)

In Mothor-Only Fumilies

Number of children with family income below
one-half of poverly line, based on;

{, All income (expanded definition)
Z. Income excluding public assistanee

3, Income excluding public assisiance and
food stamps
Numbey protected from extreme poverty!

By public assistence (line 2 minus ling 1)

By public assislance and food stamps
(Ilite 3 minus line DY

1595

2,478,006
4,720,000
6,543,000

2,242,000
4,065,000

1,583,000

3,381,000
4,876,000

1,798,060
3,263,000

1996

2,314,000
4,199,000
5,952,000

1,885,000
3,638,000

1,441,000
2,987,000
4,424,000

1,546,000
2,583,000

1697

2,749,000
4,330,006
5,726,000

1,590,000
2,986,000

1,813,006
3,167,660
4,272,000

1,354,000
2,455,000

Neie: Income inchides non-cash benafits and taxes, Famitics iclude unrelaied sublomilies,
Source: CIIF analysis of the March Cumrent Popatlation Survey (March 1996-Muarch 1998}

Chasgo:
96 10 97

+ 426000
- 226,060

- 295,000
~ 632,000

+ 372,000
+ 183,000
- 152,600

- 192,005
- 524,050
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Low-Wage Workers Make Strong Gains

Tight Labor Market in 1998
- Helped the Bottom 20%
Undo Becaée 's Pay Drop

& H——

8y Iaoos M. SonLESINGER
o Bsaff Reparier of Tow Wakl STaery JOURHAL
WASHINGTON-Lowwage  workers
and minorities enloved bealthy iy galns
izst year, further making up for the losses
_ihose groups heve suffersd in the ;&asz
degade,
Thanks 1o a tght labor market, tzezzr%y
wages for adults in the botiom 20% of the

PRy seale roge 4%, afer nfigton, i

$1.77. secording to the White House Councl
of Beonormie Advisers. That was e second
“consecutive annual galn, ang pi pay for
that group af the highest level gince the

pedk of the last expansion in 1888, Por the
lowest-paid women, wages aiso rose 24%
. over 1997, and were the Highest since 1976,

Biggest Gains for Black Women

For aft adult African-American men,
meanwhile, wages roSe by 4% last vear,
Toutpacing the 3.0% gain for whites. The
" gap between the two groups remains sub-
“stantial--blacks earned’ $10.57 an, hour,
compared with $14.41 for whites-but the
difference narrowed slightly. “African
American womnen saw even faster gains,
with wages rising 5.2% to $8.35; wages for
white women rose 3.7% 19 $10.59. Wages for
Hispanic men rose 3.1% (o $9.11. Wages for
Hispanic women rogse 4.9% 10 7.9, )
The data appear 10 suggest thit one of
© the bip clouds banging over the 19805
hoom~the pelatively meager benelits flow-
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groups—appears 1o

improved in the past decades are now 2%~

periencing real progress,” boasted the ane,

#usl Feonomie Report of the President,
which was released veslerday.

While it’s not surprising that the White
Hoeuse woills trumpet such 8 tread. the as-
sertion has been supporied by private
economists. The Iberal Econornic Paticy
Institnte—which has played a major role
spotlighting the plight of low-income work-
erg and mineritles throtgh the 190s—re-
leased 4 separate report earier this week
thal reached many of the same conciy-
sions,

“New data for 1998 revea! continued
good news for the American work force,”
the report from the Washington think tank
hegan. “Wage growth has been particy-
larly strong at the bottom of the wage
scale,” the EPI said.

Yeigespite the latest gains, many work-

TfiE WALL STREET JOURNAL
PRIDAY, FEBRUARY §, 1388

be dissipating. -
" “Gronpt whose econtitnic stalus has el
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ing to traditionally disadvantagel  ers are st paid less, adjusted for infla-

tion, than they were g decpds ago. And 2

remains unclear whether the Jatest gains

will 153! or how broadiy they will continue

to fiow, Actording 1 While House ealonta-

tions, wages for adult male workers i the .

battom 10% of the pay 3cale actually fell
, $.6% 10 35.99 i 1938 after riging In 1997,

bLowest Unemployment Since '63

The biggest reason for the Inlext broads
besed wage gaing 15 the evertighientng In-
bor marksi, The unemployment rate last

" year was 4.5%, the lowest rate stnce 1968,

while the jobless rate for minorities and for
lowereducated  workers his  plunged
sharaty. A big factor hehingd the rising i
comie inequality in the gast twe desades
has been the rising pey presim: empioy
€15 have placed on workars with more edu:
cation. But with labor shoriages, tven
high-schoo! diopouts have found jobg more’
easily, and have been able to ckemaml
higher pay.
" If you run a strong economy long
enough, it really does get diswn to the bot-
tom, and i gets to-the bottom with a
vengeance,'” said Rebecca Blank, a mem-
ber of the White House economic council,
“We've reaily seen that in the last year,"

Hevens poticies have aise comtributed to
those galns, Most important, the Federal
Reserve has rafrained from ralsing inters
881 rates, #ven 48 wnemployment hasg Ialles
below levels traditionnliy considered infla-
tomary. “Working families have clearly
benefited” from the central bank's new
fexibiiifty, the BP] ssld, “with nn ovidence
at ad of iInflationary pressure.”

Both the BRI and the Counell of Beo-
namic Adviiers sise gave credit (6 recont
bogsts in the minbmuors wage, and both are
pushing for more ndreases this year, Re
publicans have refecied thal sesertion,

Anpther factor that economists pid has
kel wages down In 1he pagt decade has
been 8 surge o hmmigralion. The White

© House report supgested that bnmigrasis
are oy longer dragping ihe wage maip
down, Mace 1895, wages for Maxican-hors
ard Contral Americanborn nmigrants
have risen—8.8% for men amd 16% iez'
vmmerz
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The Honorable Daniel Patrick Moyniban
United Siatcs Senate
Washington, D.C. 20510

Dear Senator Moynihan:

We have received your request for an apalysis of the effects on the population in poverty
of the Adimunistration’s comprehensive welifare reforrg proposal and the new welfare reform bill
introduced in Congress by Senator Roth ag S. 1793 and by Representztive 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 proposals currently before the Congress. While the Adminisuation
kas not conducted a formal analysis of these proposals similar 1o the comprehensive agency
studies on which the reports released last November and Decernber were based, the Roth/Archer
bill is simnilar in many respects to the Congressional waifare proposal analyzed previously by the
Administration.

As you know, there are many uncertainies involved in developing poverty estimates,
Several factors that are difficalt to accurately project or euantify affect the estimates: sconomic
growth and unemployment, State funding for welfare benefits, the effect of time limits on
emplovment, marriage and birth raies, projections about what would happen under current law,
and changes in the “culture of the welfare office” in response to comprehensive welfare reform.
As we indicated i the origipal report, changss in any number of &esa factors could ézamatxcaliy
inflaence the estimated impacts,

Furthermere, no mode] can begin o capture the value of work or the burden of welfare
dependency. This Administration has f@hg?}i 10 enable Americans who work foll-time to Lift
themselves and their famiiies out of poverr . But monzy is not the only issue here. Children
growing up in homes and communities u‘mc there i5 work will be far better off over the long
run than children growing up in homes and communitics where there i only welfare, even
though their circumstances look about the same Int a poverty analysis.

The Administration believes the path off welfare and out of poverty s through work and
parental responsibility. The Administration’s bill tales dramatic steps to require and support
work among welfare recipients. Child care funding is increased significanty, and assistance is
guaranteed to those who are working or leaviag welfare due 1o work, The new work program
requires all those on assistance to sign personal responsibility agreements and begin working
within two years op assistance. The Congressional Budger Office estimates that over 1.8 million
recipients would have 10 be tnvelved in work activities by 2002, and that more than double the
nuinber under current law would have 1o partcipate in subsidized work or taining programs.
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As you recall, our analysis of the conference report on H.R. 4 estimated that 1.5 million
children would be moved below poverty as a resuit of that Ml Based on owr earlier analysis, it
appears that the change in the number of people below poverty 2s a result of the Roth/Archer bill
would be somewhat less than would result from HLR. 2. The Roth/Archer bill is based on the
conference report on H.R. 4, but centains some significant improvements, including additional
funding for child care, performance bonuses, and contingency funds; no annual spending cap on
Food Stamps; elimination of the two-tered henefit structure in the $SI childheod disability
program; and no block granting of child protection emidement programs. The Administration is

" pleased with these changes, which help move people from welfare 10 work and may in fact
increase the likelihood of poor families finding jobs at sbove-poverty wage levels, and help to
mitigate increases in the number of people in poverty durng recessions.

The Rot/Archer bill, however, makes few improvements in the deep budget cuts in Food
Stamps and benefits to legal immigrants (particularly SSI) that are unrelated 1o work-based
welfare reforms and that account for most of the estimated increases in poverty under the
conference report on HR. 4, The immigrant provisions are particularly barsh -~ requiring 2
perpaanent SSI and Food Stamp ban for virrpally all legal fmynigrants; denying exemptions for

. immigrants who become disabled after entering the country, for families with children, or for
individuals who have been working for a fow years aud lose their job; and unfairly shifting costs
o States with high numbers of immigrants. The bill aiso makes deep cuts in the Food Stamp
Program, which take the forra of 2 reduction in benefits w families with high shelter costs and a
four month time limit for childless adults who are not provided with work slots. The
Roti/Archer bill also would permit States w replace G Food Stamp program with 2 block grant,
potentially jeopardizing the nuwition and health of mittions of children, working families, and the
elderly.

The Administration also has concerns about syveral other provisions in the Rot/Archer
bill. First, the bill allows States - through s transierability and maintenance of effort provisions
-~ to reduce substantially their own spending on prograns serving low income families. Another
serious issue is that States are not provided with adequzie ressurces 10 move recipiems into work.
A recent CBO analysis estimates that HLR, 3307 would fall $8.7 billion short over siX vears in
terms of the federal resources States would nzed 1o mzet the hill's work requirements. We are
also concerned that the bill restricts State flexibility by not allowing $1ates 10 use block grant
funds to provide vouchers for children in families who zre subject to the time limit, In addition,
the Republican bill fails to provide adequate protection for States int eh event of economic
downturms. The contingency fund is set 2t 1o low a level and does not allow for expansions
during poor cconomic condiions. Finally, the bill lacks a srong requirernent that States set forth
and commit themselves 1o ebjective criteria for the delivery of benefits and fair and equitable
reatment, | '

You also requested information on the poverty effects of the Medicaid propasals in the
Roth/Archer bill. As yvou know, there s no generally 2greed upon way to factor health coverage
inte income for the purpose of measuring poverty. For example, if the insurance value of
Medicare were counted as incomce, virtually ne clderly person could ever be counted as poor
under the current poverty thresholds - vo mader how linle income they had. That is why last
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vear's report incladed only the dismbutive effect of the Medicaid changes. The distributional
analysis included the effect of Medicaid changes on various income groups even though
Medicaid could not be counted as income for penaficiarics. The poverty estimates did not factor
in Medicaid coverage because the poverty analysis only 1ok into account benefits that could be
counted as income. Similarly, while the curremt Medicaid proposals would reduce Jow income
families’ access 1o health care, it would pot chenge any of the generally accepted poventy
measures.

The Roth/Archer bill would increase the number of people in poverty significantly more
than the Administration’s proposal. The Administration's bill represents the principles of reform
we hope can be supported in both the Senate and House this vear, Tt rewards waork, demands
responsibiliry, protects children, and achieves savings that can be applied toward eliminating the
deficit and balancing the Federal budget by the year 2092, The benefit program changes in the
Administration's bill are similar in many respecis to S, 1117, the Senate Democratic welfare plan,
which received unanimous Democratic backing in the Senate in 1993, The AFDC replacement
programs in the two bills are roughly the same. while savings proposed by the Administration in
areas omtside AFDC are slightly larger than the original Senate Damocratic plan, The
Administration’s reductions in Food Stamps, 551, and benefits to legal immigrants are much less
severe than the savings proposed in the Roth/Archer bill, lessening the poverty impact,

By focusing on work, and providing the supports welfare recipients need to work, the
Administration is serious about prometing seff-sufficiency and ending dependency among those
who rely on Government assistance, This emphasis on work builds on the central principles of
the Farnily Support Act, landmark legislation which would not have been possible without your
guidance and vision ia 1988, We believe that requiring and promoting work offers great
potential for lifting famitics out of poverty, but this impact is very difficult to estimate in a
poverty apalysis.

’ Welfare reform 13 at the wop of the Natoen's agenda, The Administration wants to pass 2
bil! that promotes work, demands responsibliiny, and protects children. W appreciate your
leadership in reforming welfare and reducing poverny and hope we van work together to improve
the lives of families in poventy.

Sincerely,

Alice M. Rivlin
DHrector
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The Honorable Daniel Patrick Moynihan
United States Senate
Washington, D.C. 20510

Dear Senator Moyniharn:

We have received your request for an analysis of the effccts on the population in poverty
of the Administration’s comprehensive wellare reform proposal and the new welfare reform bill
introduced in Congress by Senator Roth as S, 1795 and by Representstive Archer as H.R. 3507,
We value your lendership on welfare reform in the Senate over the years and appreciate your
interest in the effects of these proposals currently before the Congress. While the Administration
has not conducted a formal review of these proposals similar to the comprehensive agency
studies on which the reports released Jast November and December were based, the Roth/Archer
bill is similar in many respects to the Congressional welfare proposal analyzed previously by the
Administration. '

As you know, there are many uncertairies involved in developing poverty estimaies.
Several factors that are difficult to accurately project or quantify affect the estimates: economic
growth and unemployment, marriage and birth rates, projections about what would happen under
current law, changes in the “culture of the welfare office™ in response to comprehensive welfare
reform, State funding for welfare benefits, and the cffect of time limits on employment. As we
indicated in the original report, changes in any nurmber of these factors could dramatically
influence the estimated impacts.

Furthermore, no model can begin to capture the moral value of work or the crushing
burden of welfare dependency. This Administration has fought to cnable Americans who work
fuil-time to lilt themnselves and their families out of poverty, But money is not the only jssue
here. Children growing up in homes and communities where there is work will be far beteer off
over the long run than children growing up in homes and communities where there is only
welfnre, cven though their circumstances look about the same in a poverty analysis.

The Administration believes the path off of welfarc and out of poventy is through work.
The Administration’s bill takes dramatic steps to require and support work among welfare
recipients. Child care funding is increased significantly, and assistance is guaranteed to those
who are working or leaving welfare due 10 work. The new work program requires all those on
assistance o sign personal responsibility agreements and begin working within two years on
assistance, The Congressional Budget Office estimates that over 1.8 million recipients would
have to be involved in work activities by 2007, and that more than double the number under
current law would have to participate in subsidized work or training programs.
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Based on our carlier analysis, it appears that the estimated increase in the number of
people in poverty as a result of the Roth/Archer bill would be somewhat less than the conference
rcport on H.R. 4. The Roth/Archer bill is based on the conference report on H.R. 4, but contains
somg significant improvements, including edditional funding for child care, performance
bonuses, and contingency funds; no annual spending cap on Food Stamps; elimination of the
two-ticred benefit structure in the SS1 childhood disability program; and no block granting of Wm
child protection entitlement programs. The Adininisiration is pleased with these changes, whichj
raay in fact increase the likelthood of poor families finding jobs at above-poverty wage levels,
and help 1o mitigate increases in the number of people in poverty during recessions. However, M
the Roth/Archer bill makes fow improvements in the deep budget cuts in S8, Food Stamps, and ‘
benefits to fegal immigrants which account for ﬂaf the in{zreasc# in poverty estimated to
result from the conference report en HR. 4,

You also requested information on the peverty sffects of the Medicaid proposals in the
Roth/Archer bill. As you know, there is no gencrally agrecd upon way to factor health coverage
into income for the purpose of measuring poverty. For example, il the insurance value of
Medicare were counted as income, virtually no elderly person could ever be counted as poor
under the current poverty thresholds -- no matter how little income they hed, That is why iast
year's report included only the disuributive effeet of the Medicaid changes. The distributional
analysis inctuded the effect of Medicaid changes on various income groups even though
Medicstd could not be counted as income for beneficiartes. The poverty analysis did not factor
in Medicaid coverage because poverty analysis only took into accoun! benefits that could be
counted as income. Similarly, while the current Medicaid proposats would reduce low income
families’ aceess o health care, it would not changc any of the generally accepted poveny
messares.

The Roth/Accher bill would increase the number of peopls in poventy significantly more
than the Administration's proposal. The Adwministration’s bill represents the principles of reform
. we hope can be supported in both the Scnate and Houge this year, 1t rewards work, demands
responsibility, and proteets children while achicving a reasonable level of savings that can be
applied toward eliminating the doficit and balancing the Federal budget by the vear 2002, The
benefit program changes in the Administration's bill gre similar in many respecisto S, 1117, the
Senate Democratic wellare plan, which received unanitmous Democratic backing in the Senate in
1995, The AFDC replacement programs in the two bills are roughly the same, while savings -
proposed by the Administration in areas outside AI'DC are slightly larger than the original
Senate Democratic plan. The Administration's reductions in Food Starnps, 881, and benefits 1o
legal immigrants are much less severs than the savmgs proposed in the Roth/Archer bill

jessening the poverty impact.

By focusing on work, and providing the supports welfare recipients need 1o work, the
Administration is serious about promoting self-sufficiency and ending dependency among those
who rely on Government assistance. This emphasis on work builds on the central prineiples of
the Famnily Suppert Act, landmark legislation which would not have been possible without your

guidance and vision in 1988. We belicve this aech offors great potential for Jifting families
out of poverty, but this immpact is very hard¥o eslimate in a poverty analysis.

ok g d by e
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DRAFT

Welfare reform is at the top of the Nation’s agenda. The Administzation wants to pass a
bill that promotes work, demands responsibility, and protects children. We appreciate your
leadership in reforming welfare and reducing poverty and hope we can work together to improve
the lives of familics in poverty.

Sincerely,

Alice M. Riviin
Birsctor
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EXECUTIVE DFFICE OF THE PRESIDENT LRM NO: 4637
‘ OFFICE OF MANAGEMENTY AND BUDGETY
' Washington, D.C. 205030001 FILE NO: 2456
. 811496
LEGISLATIVE REFERRAL MEMORANDUM Total Pagels): 5
TO: Legisiative Liaisen Officer « Ses Distribution beiow:
FROM, Janst FORSGREN M {for) Assistant Director for Legisistive Refocgncs
QOMB CONTACT: Melinda HASKING T395.39832 islalive Assistant's Ling;  395-3823

C3US, ARTELEMAILL, PsGOVAECQP, O=0OMB, OUIsLRD, S=HASKINS, GsMELINDA, =D
hasking_m@at.eop.gov

SUBJECT: Offine of Management and Budget Proposed Repart on Poverty Anslysis of
Weliare Refarmn Proposals

DEADLINE: J0 20 AM Wednesday, June 12,1996

in accordance with OMB Cinidar A-19, UMB requests the views of your agency on the abave subjsct before
advising on its relationship to the progras: of the Presiderd, :

fisase advise us if thig [tem will affect diract spending or receipis for purposes of the
*Pay-As-You.Ga" provisions of Title Xill of the Omnibus Budgst Reconciliation Act of 1§80,

COMMENTS: Atlached is a draf lefter from Diroctor Riviin 10 Senator Moysthan reganding the
Senator's request for an analysis of the eifects on poveriy of the Adminisiration's and
the Republican Leadership's waifare reform proposais {(H. 3507 and 8. 176%). Notg that
Secrelnry Shalaia is scheduled to lastify about wellare reformn befors the Benate Finance
Committes on Thursday, June 13th.

THIS DEADLINE (8 FIRM. .

DISTRIBUTION LIST:
AGENCIES:

EOP: Angel J
Hiilay J
Emanuef R
Reed_B
Aptsl K
White B
Fontenst K
Farkas_J
Muse J
Forsgren J
Casseil M
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RESPONSE TO LRM ND 4597
LEGISLATIVE REFERRAL .
MEMORANDUM FILE NO; 2486

If your response 1o this requast for views s shor (2.0., concui/no comment), we prefer that vou reapend by e-mail or
by faxiag us this response shegt,
if the response Is shor and you prefer io call, please call the branch-wide ling shown below {NOT the analyst's line)
1o lesve a message with g legislative assistant.
¥ou may aiso respord by:
{1} cafling the anaiyst/attorey's direct line {you will be connecled to volce mall if the analyst dees not 8nswer); or
{2} sending us a memo or ielter
Pizase inciude the LRM numbar shown abova, and the subject shown below,

TO: Malinga HASKING 3933823
Otfics of Mansgemaeni and Bugigel
Fax Numbar; 3858148
Branch-Wide Line {io reach legisiative gssistanty: 385-3923

FROM: {Date)

{Mame)
{Agency}
{Teiephone}

3

SUBJECT Cffice of Managament and Budgst Propaser Repar‘{ on Poverty Analysis of
Welfare Reform Proposals

The following is the response of our agoncy ta your request for views on the above-captioned subject:

Concur

No Objeciion

No Comment

See proposed edlis on pages
Other;

FAX RETURN of pages, attached 10 this response sheet
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The Honorable Danie! Patrick Moynihan \)\}Q/QO“’ &v\
United States Senale
Washington, D.C. 20510

Dear Senator Moynihan:

‘We have received your request for an analysis of the effects on poverty of the
Administration’s comprehensive welfare reform proposs! and the new welfare reform bill
introdused in Congress by Senator Roth ag 8. 1795 and by Representative Archer as HR. 3507,
While the Administration has not conducted # formal review of these proposals similar to the
comprehensive agency studics on which the reponts released last November and December were
based, the Roth/Azcher bill is similar ins many respects 1o the Congressional welfare proposal
analyzed previously by the Administration,

Sovtndunt

Based on our earlier analysis, it appears that the estimated increpd in the number of
people in poverty as & result of the Roth/Archer bill would be shghﬂrﬁmdmmﬂh‘ less
than the conference report on H.R. 4. The Roth/Archer bill is based on the conference report on
H.R. 4, but contains some significant improvements, including additions! funding for child care,
performance bonuses, and contingeney funds; no annual spending cap on Food Stamps;
elimination of the two-tiersd benefit structure in the 81 childhood disability program; and no
block granting of child protection entitlement programs. The Administration is pleased with
these chunges, which may in fuct increase the likelihood of poor fumilies finding jobs at above-
poverty 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 cuis in
8§81, Foud Stamps, and benefits (o legal immigrants which account for most of the increases in
poverty estimated to result from the confersnce reponion HLR. 4.

The Roth/Archer bill would have arzam unpact on poverty than the
Administeation's proposal. The Administration's bill represents the principles of reform we hope
can be supported in both the Senate and House this year. 11 rewards work, demands
responsibility, and protects children whilc achieving a reasonable level of savings that can be
applied toward eliminating the deficit and balancing the Federal budget by the year 2002. The
benefit program changes in the Administration's bill are similar in many respects to 8, 1117, the
Senate Democratic wellare plan, which received unanimous Democratic backing in the Senate in
1995. The AFDC replacement programs i the two bills are roughly the same, while savings
proposed by the Administration in arcas outside AFDC are slightly larger than the original
Senate Democratic plan. The Administration's reductions in Food Szamps, S81, and benefits to
Jegal immigrants, however, are{fur Jess severe than the savings proposed in the Roth/Archer bill.

There are a number of uncertainties involved in developing poverty estimates. Several
factors that are difficult to accurately project or quantify affect the estimates: cconomic growth
and unemploymeni, marriage and birth rates, projections about what would happen under current
law, changes in the “culture of the weifere office” in response to comprchensive welfare reform,
State funding for welfare benefits, and the effect of time Jimits on employment. As we indicated
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in the original report, changes in any number of these factors could drama%ﬁ ly influgnce the
estimated impacts. o wobal cam Do do cophun e tdaredrfodie o Lok scnpeadde
Forlltmors, 552" D L cotabing lomv bion of wrtlere deprndamn ‘?&‘E‘_‘T’““"% -
The Administration believes the path off of welfare and out of poverty is through work. ;"&t‘:’g _»
The Administration’s bill 1akes dramatic steps to require and support work among welfare i :1,\ hee
recipients. Child care funding is increased significantly, and assistence is guaranteed to those g\, W [
who are working or leaving welfare due to work. The new work program requires all those on mvﬂ,..‘.y..&
assistance to sign personal responsibility agreements and begin working within (wo yesrs on P
assistance. The Congressional Budget Office estimates that over 1.8 million recipients would s delboe.
have 10 be involved in work activitics by 2002, and that more than double the number under gm‘ thosre.
gurrent law would have to participaie in subsidized work or training programs. By focusing on i:,d ot
work, and providing the supports welfare recipients need to work, the Administration is scrious
about promoting self-sufficiency and ending dependency among those who rely on Government  yhis ddm
assistance. We belicve that this approach offers great potentisl for lifting families out of poverly, As muk ¢

but this impast is very hard {0 estimate in a poverny analysis. F‘I b ~
iy ‘M.f,
Wellare reforns is at the top of the Nation's agenda. The Administration wants to passa 47 e
bill that promotes work, demands responsibility, and protects children. Fyryi

Rincerely, é:"é« -
" oIl
et
Alice M. Rivlin / ’7 .

Director
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B Bl o o EGEIVER
| Dnitasts Hntos Somads - 6 BEB U
WW;@?%?
June 5§, 1996

Dear Director Riviin:

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 I
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-agsessment 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 sztz(iy will be essential for Members to
understand the potential effects of this legislation.

Sincerely,

‘sz

The Honorable Alice M, Rivlin
Office of Management and Budget
Washington, DC 20503

Enclosure
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Gk,

Hiited Stotes Semate & ooy

WASHINGTON, DC 0010 Q'@

 March 4, 1996
Dear Mr. Prasident:

]

. As you may know, the Finaace Commines has been holding hearings on
the Netdonal Governors® Association welfare and Medicaid proposals. Secretary
Shalala sppeared before the Finance Cnmzmuu Iast Wednesday sud stated with
regard to welfare:

... us the President said in January, we should take advantage of
bipartisan congensus on time limits.

May we agk you 10 reconsider? If s ﬁ*wye:a: time {itait is cnasted this
year, it would take effect in 2001. At that point, incoms support would end for
some 3,552,000 children. By 2005, this number would have increased o
4,896,000, More than two-thirds of these children will be black or Hispanic
" {49.3 percent black, 19.2 percent Hispanic). The impect on urban arcas ought
surely to conceen us as well. In [linols, for example, 244,000 children will
have been dropped by the vear 2005, In New York City, we estimate 254,000,
To drop 2,414,000 black and Hispanic depeadent children from our Federal life
support system would surely be the most brutal act of socxal palicy since

" Recuastruction.

We cannot svoid the judgmont that this dxsmw impact on minorities --
which Secrstary Shalala did got dispute —~ would lkely give risc 10 2 c:vzl rights
cause of action.

Maywespcaktayoumthismr‘?

Carc! Moseley-Braun

The President
The Whits House
Washington, DC 20500




S

Hy Nrowopag EesmsTatr
Although It was not even oelcutaied un-
f1] the 19623, the "poverty rale” is now one
of Ameriea’s most familiar —and paliticaiy
signHicant - statisticat indisatory, We hear

» phwout i slmost everywhere: I news re- -
ports and televistan spots; in congrassional |

debate and speeches by our randigaies
running lor offiee: sometioms even in oot
yersations with co-workers or friends,

The poverly sale 15 now periapy the
mabn statistiesd fool that our government
us#s 10 measyre esonnnivie well-being foe
¢y population as a whote, I is unques-
tionably the main statistical ool by which

our guvernment charts its socis! wetfare

policles, and against which It mmumes
thelr suLeess,

Fundamentally Flawed

But {t's 2 bad statistical tool. Fiis & fun-
damentally Rawed indicator beemsse &
sanoudy offer 4 misleading indicativnof
nanciat swi-deing (1o say nothing of ma
terlal welt-being). For more than 2 gener-
stion, American poliey makers have bres
setting sourse by a false sompass.

This fool has an Interesting history.
The “piveerty rate™ that we use Ixiay Was
deviged more than 3% years ago, 4 (he
stert of the. Johnson admintstration’s
“War On Poverly,” by & researcher tn the
Socie]l Secwrtly Adminisiration, She was
inld to come wp with an tndex of poveriy in
Amzrica, and ta do it og the double—the
War On Poverty was walting, Assigned the
administeative equivalent ¢f su overnight
term puper, this researcher and her tekom

wwdprstandably @i & gulek and dinsy job:. 1
They grabbed for dats thal happensd tobe .

readily ayailabic at the theve and cobblad i
{ogether ¢ make their index. They
goeddn't have kiicwn 2t the time thet thely
quick and dirty index would pulde soclsl
and economic poliey I the VS for
decades tocome, »

What Is the “poverty rate™? Simply pat,
i 0 sn estlmate of the proportion of the
pogiintion whose reported gnnual Income
fells beiow @ stipulated “poverly thresh
olt,” which i offlcialiv established and
vartes by household fype and shie,

Over ihe years, eritics have somplained
that the poverty rate fails o accout! for
differances In iving costy in differsy
parts of the couniry; that it may be using
insppropriate deflators when adjusting for
chanpes in Hving costs over the years; that

- -

A Poor Measurement

# z!m not repoii folly asteal household
earnings: (hat || does et take o proper
mensure of the velue of mesns-tosted ey
#fits and othet foring of assistianes utititeg
By loweducome househiolds: and that it doey
not tnchude the vilue of the imputed rent
that America’s tens of mifilong of home-
owners otizin frorg thelr houses. In some
degyee, ail of those_ceititloms are vaiig,
ant the Cen.ws Burean, which is rosponst-

sperding yomch more W than they re-
port earming, In 1994, the latest year avaik
able, the botiom fifth of the "sonsemde
units™ in the survey reported &n aversge
pretag Jncome o under 365,800 but averspe
~ total expenditures of more than $14,000,
Fur gvery doflar they reported fsking in,
they sald they were spending $2.08,
The reasons for ihis discrepancy are
ot @ mystery, and they sre aol grounds

" The poverty researchers couldn’t have known at the
time that their quick and dirty index would guide social
and economic policy iw the U.S. for decades 1o come.”

Yle for computing the officia! poverty rate, -

has atiemptedt tn fespond o them,
But In & bronder senise, ull of tage erit-

{rdsrms miss 8 fundamwrdal polnt: Matertsd -

deprivation and material poverty are con-
ditions dedined not by incowe fevels but by

eonsumption irvals, They relate diractly fo
& household's -8 §t8

shility to oblain goods and sarvices, The
mm poverty rate, however, doesn't

even look 4t ¢onstanption levels. I frouses
stead on reporiad inconme levely.

This is & ndstaatch--often & camplete
mismaich~the extent of whith becomen

" glear when eng ks at the one govers.

ment study that actually sxmnbnes hotse
hoid spending patierns: ths Labor Depart-
ment's sanual Consumer Rxpenditure Bur-
vey.

In any given ym, arcerding o that
srvey, householde st the babom end of
the Amertean lncomie specirumn repomt

tor & major Internzl Revenue Service in-
vesiigation. The simple fact is hat house-
hold incomes ean, fnd pltent do, vary coh-
siderably from year o vear. People heve
good yeurs and bad years, and when peo-
ple have bad years, they tend to try fopre-
vent (heir Jevels of consumption from
plunging. To toaintain or stabjlise their
repsernption levels, itey can do many
things: draw down thair savings, 22l as
gots, take ot foans, pet help from friends
and famity, Al of these activities can per-
mit hotseholds & spend more than they
are iaking in, entirely apart foom any gov-
emmeni bepefity they may obdain, Under
such circumsiances, Income can ha
helt but be an unretialle indicator of az-
finl vonsumption levels for the lesy weli-
off segments of our popuiation,

~  According 1o the officis] mmﬁms
the paverty rate oy the LS. poprilaiion as
s whole was slglhtiy higher in 1993 than it
ad hees In 1965, near the start of the War
On Poverty. Actording to those sazs offl
cial extimates, the overall poverty rate in
Ammerica has been gradusily rising slnce
the: variy 19700, By any reasonable inter-

. pretalion, these would be ominouy and

traubilng soundings,
¥et other facts tel} us that the fevel of
expenditures for every stratun of our sov

clety has incrensed substantially over the .
" past gensraiion, Thoss advances, more

over, have been guite gsteady. When
paverty estimates are htsed op rongump-
thon rather than Income, one shenrves pro-
gressive andd dramatie reductions. ser the
$osiwar petind.

Caleviations by Danted 1. Stesilek, an

eeonomist al the Univarsity of Texey, are

instroetive in this repard. Mr. Slesnick da
vised p pOVEFLY meaSure Ihal cOmpares es-
timated or sefuaily reported househsld ex-

panditure levels with the official “poverty |

ihrasholds,” dajusted ovor time for infla-
tiotn. Dne set of his reselts shows a
“poverty taie” for Ameries thet bagins al
" 3% of the popuiation in 1948, lyils 8 %
by 1965, and then Xenps on drupping more
ar tess continuousty, wniil i 1Es 2% in 1088,
the lagt year Jor these comptitations (See
box}. Note, Incidentally, that Mr.
Stesnick's caloulations do not acomint foy,
or sitempt 10 value, noneash government
bepefits recrived by housshalds, Hls fig-
ures thas completely exclude the impact of
sueh Instroments of social welfarp polivy
#$ Madicald, pubiie Bouslag, Head Start,
and cmumunlly socief services. Insofar a5
more than hall of the government’s
meansdesied axpenditures sre for aon
cash public benetits, Mr. Slesnick’s mes-
spre may.thus il underestimate con-
sumpiion Isvels for the osver pottinn of (te

Incume sLa38,
- Ome sy of course challenge particular

- gasumptions used 5 prodecing these ab

ternative figures on the incidence of maie
‘rial poverty In modern America. Thérecan
be littie doubt, Bowaver, that attention (o
consutiption rather than facome is mure
appropriate n approaching the problem of
malerial poverty-and that suclh ap ap-
prsath crestes 2 distingtly differest ple

ure of the problem i Amarica today.
‘msmﬁng Progress

Many distressing trends in modarn
America eannot be dismissed ay statstical
artifgets. The dramatic rise in {llegitimacy
over the past generation i real. The ex-
plocion of erfeinality since e earty 19505

#len 45 Tesl, The spread of dependente— -

$he Increasing procliviy te seek, and eo-

_ fzpt, meang-lested government bhenefits -

© 1% 58 00 pead,

AS Hung a3 we rely upon official the off
zial "poverty rate,” however, both public
&rd guvernment witi have ¢ distorted im-
presshs of e eountry’s sotual progress
sgainst melerial deprivatlon-and wili,
Exther, be misted about the reistionship
hetwsen "basic econpeic condittons™ end
these sther slgns of gociat Secay,

Mr. Eberstadt 4 g researcher with th
Amerivan Enterprice Imstitide and Huroard
Difvorgite ™
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MONDAY, APRIL 22, 1998
==

e Hew (Not) to Peddle New Ideas

Sitting across from me is something all
the inteliectual property laws, ali the com-
1ok law rights and alf the most experi-
enced aitorneys in the U.S. can't do any-
thing abont: a competiior's bicycle saddle.
Kot that [ mind competition, but this one
Jooks suspiciously iike my own patented
saddie. It has the same cover, the same
steei ralls, the same plastic base, the same

shape, the same hatkmark cut-out in the
front that makes it ever so comfortable for -

wornen, and it was made by the same for-
eign manufacturer that makes my saddhe,

Manager’s Journal
By Georgeng Terry

The foar padding on the inside i5 slightly

different from mine, but feels the same ta
the touch. The tag accompanying it even
asseris that it was designed by o woman—
1 puess they mean me. In stores wherg it's
sald, it's referred fo as a “Terry” saddle,
My company designs and distributes
products {or female cyelists. In §891, Ide-

signed and uitimately patented this

women's bicycle saddie, which succoss-
fully addresses the conflict between the
hard noss of most bicycle saddies and the
female rider’s tender 2natomy. 1 found 3
foreign manufaclarer to make my saddis
and watched sales grow by leaps and
nounds 28 we made models {or casual and
serious riders and {ves') even men.

Af3 1884 tradeshow, Iwssnwrethana
“‘Hitie surprised o find my saddie, with my
name a8 R, al a competitor’s booth, My
manufgcturer old me this was a mistake-
she didn't mean to send saddies with my
name on them: they should have been un-
marked. Apparently. she- saw nothing
wrong with selling this design 1o others.
Further investigition reveated that she'd

shifiped 4,600 such saddies to another dis-
tributer an fhe assomption that.] would
bless this project. On learning of my dis
may, she assured me that, with my OX,
"she plarined to keep falthful records of all
saddles sold and to pay me a rovalty, §
- gave no OK, but she continued o sl sad-
dles and never paid any royaities.
~ Boon the sadde began 0 appear every-
where, wreaking havee in domestin and
foreign markets alike. From Mew Zealand
io Britain, we were putting out fires right
. and jeft And throughom the chaos, my
mamifactuver steadisstly asverted tha

© each “event” was 4 mstske that would'

never happen sgain, But the problem gHll
persists; just this month, the heavily dis-
eounded saddie was offered in & national
mait-order catalog. My legal cagles syme
pathize, but they ftell me thers's not much
Tean do. And the %mﬁimm&wﬁzz&w
vears and more thay a fow bucks.

Gy front line in s batfle should be
the 2,008 independent bivycle deslers who
sefl our produsts,  But. when presented
with 5 knock-off saddle that's “ust Hke g
Terry, only chesper,” they embraced i
with open armns. Like Uoke, Elsenex gnd
Pripidaive, Tarry became the name for an
entire class of produnts, no metier who
maubes them-in my case, 3 WoIREn's sade
die with a certain look and function. From
2 bottom-line analysis, who can bame

them? They can buy these saddiss for lesy '
ThAR & “real” Terry and sell ﬁwm fors
higher margin,

Scunds fine untll you remembder the

saddie is 5 Terry, Dealers called us by the -
dozens: “Hey, did you know so-and-so is
éjszmzaziag your saddie? They evén call it
& Ferry,” or “Did you know so-and-50 15 ug-
ing your saddie on their bicydes?” Bven
after we 1old them the prodoct was being
sold without our permissiuon, net ene of
them said, “I won't carry this saddle he-
cause § know 1t°s yours and I don't feel

tight about selling tt,. This isn't how | like
to earn my money.”

Foreed to fight back, I've respontled by
finding & new manufacturer and then in-
troditeing new designg. 11 take me a lit- |
tle time, but Pl gradually get back the
market share { fost {o these interiopers. I
firmly televe that she who laughs last
mughsbest, . -

But fry as Fomight, T ean't tet this rest,
It goes beyond patent protection, ihe
Supreme Court’s doctrine of equivalents
Jor patents or trademark issues. It reaches
o the core of the morality of business, the
carelaking of products, and hoiding the
Mghergraund. -

Listenazﬁ,aﬁczyeﬁmaﬂezswmmm

.Bnd groan becsuse producis have furned

into commodities and your cusiomers are.
beating you up for ower prices: Creative
sompetition, the kind that propels a con-

. cept ever apward, 1 aboyt ideas that exist
on & higher scale, ieag thel visht at unex-
. pecisd moments, making us burp with en-
thasiazm and boundiess energy. IU's not
about kmck»cﬁs and sinister back-Toom
Jmoves.

A successhy pmw iz the autcome of
gomeone’s geniug and vision. Like a wark
of ast, 1’5 pregentsd o the merket with
grest pride and expectationeand more
than 2 Nithe trephdation, These are the
products that distingulsh your store from
the store down the street. Onee im your
hands, you hsve & responsibility to make -
sure their vaie (and yours) 15 not da-
based. ¥ you're lutiy enouph te come
geross sueh a product, respect It and nue
ware i Don't et it become a commodity,
And doua't ever assume you'll lnse cus-
Jfomers because  you took the higher
ground.

M. Ikrry iy founder and CEG of?‘erry
?ﬂciitro; Bicyeles for Women, Inc.. in Mace-
o
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EXECUTIVE OFFICE OF THE PRESIDENT
OFEICE OF MANAGEMENT AND BUDGET
WABMINGTON, DO, 20503

June 26, 1934

B i Wit

© - Oy

'The Honorable Daniel Patrick Moynihan
United States Senaie
Washington, D.C. 20510 : ;

Dear Senator Moynihan:

{ am writing in response (o your request for an analysis of how the Admzmmmn H]
comprehensive welfare reform proposal and the new welfare reform bill intreciuced by
-Senator Roth as §. 1795 and by Representative Archer as H.R. 3507 would affect the
population in poverty. While the Administraiion has not conducted comprehensive agency
studies similar to those on which the reports relessed last November and December were
based, the Roth/Archer bill is similar in many respeets to the Congressional welfare proposal
that the Administration analyzed previously, :

As you know, there are many uncertainties involved in developing poverty estimates,
1t is difficult to accurately project or quanufy several factors that affect the estimates:
eeonomic growth and unemployment; State funding for welfare benefits; the effect of tme
limits on employment; marriage and birth rzies; projections abcut what would happen under
current aw; and chznge:s in the “culture of the weifare office” in response o comprehensive

welfare reform. As we indicated in the original report, changes in any number of these
factors could dramatically influgnes the esumzied impacts,

Furthermore, cash income alone does not fully seflect the value of work in ending the
cycle of poverty. Indeed, no model can begin to capture the moral value of work or the
crushing burden of welfare dependency. This Administration has fought to enable Americans
who work foll dme o lift themselves and thelr families out of poverty. Children growing up
m homes and communities where there is work will be far betier off over the long run than
children growing up in homes and communities where there is only welfare ~ even though a
family on welfare might look better off in a poverty analysis, .

As you recall, the Administration’s analysis of the conference report on H.R. 4
estimated that 1t would move 1.5 million children below the poverty line. Based on that
analysis, it appears that improvements in the Roth/Archer bill would mean that somewhat
fewer children would fall below the poverty line, But many of the factors that would move
children below the poverty ling remain the same {n both bills, -
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The Administration is pleased with the improvements, which will help move people
from welfare 1o work and may in fact increase the likelincod of poor families finding jobs
that lift them out of poverty, ard help to mitigats increases in the number of peopls in
poverty during recessions. Thase improvements includs:

& additional funding for child care, perfcrmance bonuses, and contingency funds;

® no annual spending cap on Food Stamps;

® elimination of the two-tizred beasfit stuctare in the S§I childhood disability
program,; and

# no block granting of child protection entitlement programs,

In two critizal areas, however, the Roth/Archer bill leaves provisions uarelated 1o
work-based welfare reforms largely unchanged, These provisions account for a large share
of the estimated increases in poventy under the conference report on H.R. 4.

& With regard W virtually all legal immigrants, the bill bans 881 and Food Stamp
benafits permanently. [t also denies exemptioes for immigrants who become disabled
after entering the country, for families with childrea, or for individuals who have
been working for a few years and loss shair job.

® Witk regard w the Food Stamp program, the bitl deeply cuts benefits for families

with high shelier costs; imposes 2 faur-month time lmit for childless adults who are

nect provided with work slots; and creates an opiional Food Stamp block grant, which
would undermine tha pational nutitonal safety net.

In addition, the Administration has other concerns about the Roth/Archer bill,
including transferability and maintenance of effort provisions; the restriction against States
using block grant funds to provide vouchars for children in Tamilies who are subject @ the
time limit; failure o adequately prowet States in the event of economic downturns; and no
strong requirement thal States set forth obieciive criteria for fair and equitable treatment of
recipients. We understand the Finance Cominites may address some of these roncearns this
week, and we are pleased that the Commiltee is considering ¢hanges 1o improve this

important piece of legislation.

Morsover, we undersiand the Republican leadership currently plans to link welfars
reform > an unacoeptable dMedicaid block grant that will end the guarantee of health
coverage for poor children, tha eldedy, and the disabled, The President has repeatexdly said

. be will veto any legislation that would end the Federal guarantee of health care coverage

under Medicaid. There is no excuse for holding welfare reform hostage to a bad Medicaid
pian. Block granting Mediczid is the single greziest obstacle fo enacting bipartisan welfare
seform this year, and the Regublican leadership should zbandon the idea.

LD}

ars
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You requested informadon an how the Medicaid propesals of Roth/Archer would
affect poverty. As you know, there is no generelly agreed-upon way © factor health
goverage intw income in order w measure poveny. For example, if the insurance value of
Medicare were countad zs incoms, virmally no eiderly person could ever be counted as poor
under current poverty thresholds -~ no matter how littie 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 anclysis included the effect of Medicaid changes
on various income groups even thoegh Medicaid could nat be counted as income for
beneficiaries. But the poverty estimates -- which are based on income - did not factor in
Medicaid coverage; they only took account of benefits that could be counted as inconme.
Similarly, while the current Medicaid proposals would cut the access of low income families
to headth care, they would not change any of the generally accepted poverty measures.

By contrast, the Administzation’s bill represénts the principles of reform that we hope
the Senate and House will support this yeer. It rewards work, demands responsibility,
protects children, and achieves savings that can be used 1o help eliminate the Federal defieit
and balance the budget by the year 2002, The benefit program changes in the
Administration’s bill are similar in many respecis t0 8. 1117 -- the Senate Democratic
welfare plan -~ which Senate Democrats bagked in 1995, The AEDC replacement programs
in the two bills are roughly the same, while Administration-proposed savings in areas oulside
AFDC are only slightly Jarger than the original Senate Democratic plan. ’?‘hus, the
Roth/Archer bill would increase the number of children in poverty significantly more than
the Administrauon’s proposal. . -

The Administration belicves the paih off welfare and out of poverty is through work
and parental responsibility. The Admimstration’s bill wkes dramatic steps 1o require and
support work among welfare recinients. I increases ¢hild care funding significantly, and
guaraniess assistance to those who azre working or leaving welfare due 1 work. The new
work program sequires all thése on assistance to sign personal responsibility agreements znd

-begmn waorking within two years on assistzner, The Congressional Budget Office estimates
that the bill will require over 1.8 million racipienis to b2 involved in work activities by 2002,
and double the number who will participate in subsidized work or tramning programs under
current law. . '

By focusing on work, and providing the supporis welfare recipients nead to work, the
Administration is serious zbout promotine self-seificiency and ending dependency among
those who rely on government assistance, This emphesis on work builds on the central
principles of the Family Support Act ~- impozzanz legislation which would not have been
possible without your guidance and vision in (983, We believe that requiring and prometing

work offers great potential for Jifung famibes oui of poverty, but this impact is very difficult

to estifnate in @ povarty analysis.

L

as%5
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YWelfare reform is aop the Naton's agenda. The Administration wants to pass a2 bill
that promotes work, demands responsibility, anf protecis children, We appreciate your
leadership in reforming weifare 2nd hope we can work together 1o improve the Hves of
families in poverty.

Sinzerely,

lzzob §. Lew
Aciing Direcior

Y
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Hecord Typa: Record

To: Bruce N. Reed/OPL/ECP, Cathy R, Mays/OPDIECP, Laurp EmmattAWHOAEOE

404
Subjest: Waelfara info for Poverty Briefing

Orszag called and asked for 3 Q&A - hare's what | sent him, Lt me know i it's not 0K, This will
replace one that CEA had done which was sbout what you'd expect.
semesmmrmmerneesmee = QP arded by Andrea Kene/GPDVEQP on 09:24:98 10:28 AM

| Androa Xane &

Retord Type: Racord

Tor Jonathan Orszag/QPD/EQP, Cynthia A. Rice/OPDJEGR

ac: .
Subject: Welfare info far Poverty Briafing

How about something like this?

G: What do these new numbers telt us about the impact of welfare reform?

A: While it is still early 10 see the full effects of welfare reform, the evidence so far is very
encouraging. Clearly there is no increase in poverty; in fact, poverty has decreased. In fact, the
Census data show continued sirong trends in the movement from walfare 10 work: the percentage
of people on welfare in one year who were working in the following year continues to increase,
even while welfare caseloads continug 1o decline dramatically.

Background {we'd like hold the numbaers for use a2 g future dotael,

The percentage of people who ware on welfare in ong year and working the following year
increased by nearty 80 percent {from 21.5% in /23 to 33.8% in 3/88). This date is included in the
CPS files, but is not part of the information Census released publicly today, The 3/48 reflecis
people who said they were receiving welfare duning 1887 and were working in March 1398,

On August 4, the Prasident announced that this percentags had increased nearly 30% between
1888 and 1987 [using the March 88 and March 97 CFS}. The latest dats shows this postive trend
continuing.

Caseloads have declined 41% sinca the President ook office, angd 32% sinee he signed the welbare
reform law.



&  Poverty Rate Fell To 13.7 Percent in 1996 — Down from 15.1 Percent in 1993, In 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 15.1 percent in 1993 to 13.7 percent last year -« that's the biggest
three-year drop in the poverly rate in & decade.

®  The African-American Poverty Rate Dropped To Its Lowest Level In History. In 1996, the African-Ametican
. poverty rate declined from 293 percent to 28 4 percent -~ that's I8 Jowest level recorded since data weye first
collected in 1959, Since 1993, the African-American poverty rate has dropped from 33.1 percent to 23.4 pergent --
that's tho largest three-yoar drop in African-American poverty in nearly 30 years (1967-1970).

#*  Under President Clinton, Largest Three-Year Drop in Child Poverty Since 1960s. In 1996, the child povmly
rate declined from 20.8 percent to 20.5 percent. Since President Clinton signed his Fconomic Plan into law, the chiid
poverty rate has declined from 22.7 percent to 20.5 percent -- that's the biggest three-year drop in nearly 30 years
(1966-1969).
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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 Angel!
Rahm Emanuel
Eruce Reed

Larry Haas
Jack Lew
John Hifley

Number of pages {including cover sheet): 2

FROM: Ken Apfel

REMARKS:

I bet Moynihan starts pihlic pressure on this next week.
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_ The Honorable Alice M. Riviin "m
Office of Managentent and Budget ;f

j §+ 0 PAGE 272

May 24, 1996 ; W | Wr

Washington, DC 20503 b f
Dear Director Rivlin: " | QPAW? LS (P At s

_ Wewﬁwwmmmywmvmmwiﬁmm&mmm /’UMJ
on children of 8, 1795, the Personal Responsibility zmd Work Opportunity Aet

of 1996, the welfare legislation introduced in the Sematc on May 22. (Axn |
identical bill, H.R. 3507, was introduced in the House of Representatives.) ]éﬂ\
Please provide estimates of the bill's effects on the movement of childmen, -~
famnilies, and all individuals in and out of poventy. 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.

The legislation also contains the Medicaid Restructuring Act of 1956, We
would ask that you provide us with estimates pot only of the poverty effects of
the bill as a whole, but also of the welfare and Medicaid provisions individually.

Given thatac&eﬁanthcseﬁiﬁamayminthe near future, we request
that this analysis be completed as quickly as possible. Your evaiuation will be
critical in epabling Members s understand the effects of the enormous changes

being proposed. . _ -

Daniel Patrick Moynihan
Committeec on Ways and Means Conunittee on Finance
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By Nicholas Eberstadt -

e her, classic study.of welfare:
Iazxé welfare policies in Victorian

England, Gertride Himmelfard
rerminded us of Yihe misehiovous
&mbiguit}r of the word ‘poor’ ™
“Faverty” does nct refer to a single
condition; instead, tcan be used to

starkiy £
Guehees end deflning characretis

<5,

E it is well to Cimsider this “mis-
chigvous ambiguity” a3 we reflect
apon the travails of nxafern “ant-

“prverty” policics. Amarica’s kengs
stapding avtsntion to the nationsl
“poverty problem,” and ity cantiny-
ing officia efforts to redress it, may
at first st%ast that we have been
ms r dacades with 3 weli-
: But intraczable, social affifc-
domn B this is not the case. Over
the past several decades, the nature
of "poverty” in the Umited States kas

- been suierly and completely ans-
formed. frddesd; that transferng-
tion has beers so radical that eariior
generations of anth.poverty cru-
saders might Gnd our todera vari-

an of “poverty” unrmmb& spairable —

or Sven unirmaging

A simple “thought experiment”
- makes the point. Suppose we were
transparted back to the Great
.| Depression and managed & but-
gnho;e % of thee mes or women
- then i, Washington buslly fermu-
| iating President Rooseveils New
- Deal. Suppose furfher that we were
allswed to tell them a fow things

- aboyt o world he or she may oot live

1o see, but is striving t0 influtnce

« [ through Depression-erd reforms,

o We could offer a glimpse of the

- firyre by revealing these six key

. facts sbout the Ameritan faire: °
First: The United States would

- exgioy & tremendous eConEMIc AErent
. inthe decades ahead. Détwern 1938
“and 1993, by the sstimates of the
« Commeree t's Borem: of
I ] America’s gro
: 450 percent in
- after adjustments for inflation. Over
Cthoge same years, estimated per
 capita GDP rose by over 270 perbent
L — nearly quadropiing, in other

; words. against the
| boom year of 1529, America’s 1993
: GDP would be over six times as

‘er's time. Joseph Schumpeter, for
! axample, Proposed that the long-
S terte growth rats of the American
:mmzzyzmgéubeasbjghaszm
‘mammi!f?:mmm
. Fate &s great as 1.4 percent & year,
- heetween 1928 and 1578 - and these
. projections were intended to starte
- bis atndiente for their optimism, It
- the event, the Amerlcan economy
, grew at an Everage esimated pace of
| hearly 3 peroent & year hatwesn 1529
-and 1993; per capita outgnst, at 1.7
s pereanif per ATETum.

i Richolas Eberstuds 15 o
sresearcher with the Americon
‘Enterprise Instinute and Harverd
: University. Thds article is adapred
Sfroman essay inthe curreri issuz of
Society maganng.

describe & varied range - with:,
differsyt causes, conge-

about Americs 60 vears henece — -

* domestic product (GDP) ml?'?' Fifth:
bt wﬁ%-—-‘

Second: Futere 'generations
would nevey agadn face anyih
fike the st crisis of the
19305, In 1992 « a relatively wuls-
vorghle “recession” year — the
civiling triemployment rate wokl
e only o third of its 1934 jewk for
the non-farm labor force, the unet.
ployment rate is 1992 would be less
than one fourth the 1934 lewed, By
the 1990s, moreover, even foug

spelis of inbiessness would st iyp- |

weally raise the prospect of losing

une’s house, one's. car or the appac- -

ity 10 sund ones children to ool

Third: The mechanization of agri- -

culture berwesn the 19305 and the
1990s would, for all intents and plu
poses, bring & virmal end in Amer-
ica 1o the age-oid bundens of Beid
laber, In 3930, over 21 pement of
Americat workers tolled s e agri-
coltrnl sector; by 1968, iessthan 1
percent of the LS. warkforce
iabored as farmbands. ANew Deal-
er would deer this great shift aus.
cious for at Jeast Iwo reasons: 1)
usa eariier Americans Knew
farm lsbor as poorly paying, physi-
cally demanding work, and 2
becanee agricultural ton
wonld permit A great movement of
he peopit from the eouptryside inty
é&xmrirca‘s cities flhemdi?‘onalmn«
213 of oppartunity and learning.
Fourth: Tremendtaus INCTERsEs i

life expeciancy -2 veritadle explo- -

sion in 2{33&{%-‘; t ¢r with
in U8 fertility patierns

very nearly bring an end to

the ragedy of orphanhiood in Anter-
ica. In 1920, by the estimate of
s researchers in the Soclal Security
A something lke 8.5
percent of Anericak children under
the age of 18 had logt their fathers;
-another 2 peycent had lost both par-
ool orpans sty the ogtens

ammong the gation
childeen had faller by two-thirds,

and ondy 0.1 percent —a tenth of 3
bans, The -

ized
rzce. By the early 1990s, in faet,
grave stain on the fabric of Ameri-

2an sociely hag been rempved for’

mare than & generaiicn; equality of
spporhmnity —

recession year, the total of cash and
pon-cash public benefits far

sans with low incomas reached %
billion. That tatal works out toaver
$5,600 for every man, woman and
child in the lowest fifth of the
nation’s intome ladder - over

- $22.000 for a hypothetioad famity of

- {our Between the Depression and -

- the 1990s, of conrse, the dilar Ingt
& great geal of its vadus to inflation; ©

$22,000 from 1992 were roughly
equivalént in purchasing power 16

" 2,300 1929 dofiars, But in 1929, 3

family spending $2,300 & year was

- -

e Washin

_boom year, m T

idered quite” well-off. In. that
congidered 4 oply about &

The modern-day parado of poverty

fourth of ali american families

. managed fo consume at that Jevel.

"Tnese six revelatians about their
future would indeed inform our
Kew Dealers ahout profound sicial
and =coromic changes in store for

America. But would they prepare

_ur reformers for what awaited
tham in the early 199057

Hardty. Just sonsider what eise
we would have to tell them o give
them an doturate impressiot of the
country’s rue social and ssenonmic
situation: :

First, we woald sursly have
mention the fallure, for 5 full gen-
sration, to schieve any appreciable
reduction in the official index of
poverty in America. In 1993, b fact,
for the population as a whele was

s%y highet than it kad been in -

I agherthan i had b

DGy P
mid-1960s, when the “War On

Poy sgmmenced.
the proportion ¢f American chil-
dren Hving in fatheriess homes. In
1993, only 74 percent of Americe’s
families with children had botk &
mother and s father in the home —
& lower preportian than in 1948,
despire the disruption impoted, and

. thecasusities infli by the World

© War 11 By 1993 nearly a quarter of

-the nation's ¢hildren wnder 18 years
of age were living in & famale-head-

. ed household; sver 40 percest of
the Coin

¢ ilies that &id not nclude their bie-
hogica: father.

5. M’I‘h{toﬁanﬁﬁi&gml

. Aunerica in the early 19903 — a fig-
re that speaks 3o the hge increass
Jn oriminsBy since the Gremt
Depression, In 1992, 1.3 million pris-
oners were being beld at 4oy given
momeat i Jocal US. jaile and staze
wmﬁmwmmﬁ
many persong were ing time

23 i 1992 as s &m‘zﬁy 1980s.
g 1592 neariy 12 smitlion arrests

* wore processed for criminal offens.
g5~ three tines ag as thirty

years before. In 1990, roughly 1 adult

American 1 40 was under “oorpee.

ticnal supervition™: injail, in prison,

on prohation, or on pargie. For men

. oyver 18 vears of ape, that ratio was 1

i 24; for black adudss, 1 in 13 fir
blsck males over' 18, roughly 1in 7,
B T ?

'mgtaﬁ&ims
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erty”™ ol
. Second: The progressive gise in

childyen were & fam- -

gal “meanstested
T erehe of the Great Depression
the 4 -
The 1S Csnsus Buresu publishes
an amnawt TRpOTT ON poverty 16 Amers
jear s estimates are instruchive. For
mmﬂmasawmmmnpe;;
cent of the population in ke

Thiar mivg?mm
tosted assistance. Arnong African-
Americans, the prdportion of the fop-
ulazize i bouseholds Teraiviag some .

of means-

and 1
testad assistance, In 1992 over 30 pers
cent of America’s white chiltiren
pnder six years of age resided inn
househald recelving atieastons type
of reans-tested axsistance.

ow, what would New Dieal
Nmfemzers make of 1hese
facts? How would they yedcds-
cile what we had told thern about the
future with these unpieasant, but
unavoideble, regliies? We may
guese that, fron; the peyspecave of .
 New Deal reformer, there would
.be something very, very wrong with
the picture of todern Americs.
Despite tremendous muierial
advanses, revolulicnary improve.
tments in knowledge and 8%
:ﬁdwastaugmamdunuog*
soddial %blm mtxg;? 0 MEeRNs
Brs Ao m
Prradoricatiy, 3

“heen m
‘the earty $990s such problems &5
crime, Gepeadency and family
breakdows were far miore scute -
than they had been during e Great
b e i
lavels, and gepers levels of schonl.
ing, were so much Jower. For a
e ot &x ideaiist from sy ear-
Her time, our contempurary social
problems would be ¥ tron-
bling beeatize they would be so com-

pletely unsxpected, )
* Qury is now & nation whase sotial
and economic problems AT no
famidiay, nor kit any real sense
itional. Modern America is a ',
county inbabited by large hum- ¢
bers of prosperous paupers snd
. affluent savages. AS mass phanom-
ena, these arg quits Bew. The .
terns of mass behavior aty !
upon these constitule
major problems for eur saciety
todlay, Itis precizely these patterns, -
in fact, that account for much of
wiat would surprise or dismay gar
ligr eyes on SUrveying our sonlem-
. parary tsndseape.
- Amsrica’y new “poverty) mode-
., over,ishighly resistanttothe nstry-
ments that bave been tradivonally
. employed 1o alleviats it The new.
poverty does nut exis for lack of
nmey, or education atlmnment —
wittiies government can peovide.
pre 15 8 greatneed underdying the
news poverty in America - but it
. may be for something that tur gov-
< ernment cannof provide, Untik we
face these facts, litte grogress can
be grpected In pur ongding natien.
al girugele agaisst “poverty”
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te Bok Dxcle at a book party

fay & cplleague. Arianng
Huffington, a politice] eolumnist,
think tank maven, eompassion pur-
suer, avd secker of a suileble can-
gidate for president had been Saying
baid things about the senator,

Dancing with Dole. | last tafked

Mr. Dole aad Mrs. Fufflngton.

wers buthvery nordial to esthother,
m wyith deferem,iai

smiles and prec.
ticed srmall taik,
The ZEnAtor
hugged s Hitle
Huifington for a
3 phote-ap. Tt was
one  of « those
1. moroends, 40 come-
i mon in i«%’&s&ing
} ton, when. the
cocitall sircuit is
as important as
Capitel = Hill.
Repoarters sarib-

) T bled on thedrnote-
book, cameras ¢licked, videdcams
roffed, News of the exchange
appesred the next day in the news.
papers, & battlefeld bulletin from

" | the red bat secial stene i Wash

irgrton,

Bob Dole is a professional sodisl-
frer, without notabde ]{.zmaclw He
greets reporters,
terers and other gers-o4 and
wannabes ke » man who has done
this kind of thing for hall s century,
whivh he hag, He exchanges a few
pleasamtiries and subtly moves with
the person to whom he's tatking,
handing her over (o an aldein a gos-
ture that is so polished it (eels
simost ke a tango. : :

Mast career politicians izprn this
daree routine pacdy 50 they i net get
stuck in & conversation maede up of
uneguat parts of whiskey and wine-

Suzanne Fields, a colunmist fir
The Waskingion Times, iy netionally
syndicated Her colionn appears e
Monday and Thursday-

&: tcions, Hal-
n

Election-yedr tango

dark politicsl pratitudes. Or worss,

a conversation fueled anly by

sparkiing water. A look-sitke gotor
couid easily il in for the real man
or WoInan. ’ .
Thus was itever Some politicians
seem more spontianecus thay oth-
ers, but neacly alt develop o canned
didivery, sounding as though they've
said the same thing thousands of
times before. Most of them have.
Even those who are sew to tha hat-
theyre repioying & tape whon ey
- e # tape when they
getin frontof & mickophone, Lamaer
Alexander and Stave Forbes have
bath bren cumnpared fanfapvorably}
tn Robo-Man. The publie wanty
yaore than this Enter Pt Bachars,
Whatever Pat Bushanan is, he ian
camed; ’ \
‘The key to Alsn Keyes. The
e grator in this year'$ vace s
Alan . He gpeaks in ths robust
cadenees of a prophet and preach.
a8 morality as from a pulpit: “We

= it} rebuild our familles or we will
- ot

2 But he's m‘fiﬁ&w for rabt;!
oy priest, or evangelist, nut presi
dent. Wrong ofice. Good man, but
WIODE IR, X

- On Bob *The Sixdee” Dornan.
Rep. Bob Dornan conservative
Repubtican from Orange County,
Calf., was rumored i have

dropped out of the race sfter the'

New Hampsliive primm? because
e got 2er parcentage of the wite,
But noooosy. His reputation as the
tnost amusing enter{ainer g
the candidates is alive and wseﬂ
The eight-termn an witls
fanterpilot proge still thinka heSin

ars apen cockpit, silk scasf snap. -

ping in the'wind at his threat,
swooping outaf the dawn patral on
the Red Baren, Bat haven't we had
sngugh rhetorical hernios?
Crossing fire with fire. One of the
reasons it Pat Bochanas iy still
standivyg sl is that he invigorates
his audiences with the skill of & co-
hastof a food fight tike Crossiire. His

words snap, slap, spazkie and pop,

_sach big-

He's a street brawler, 8 verbal
tist. $1y not clear why but hiy
owers anioy being culled “peas-
ants with pitedforks” (Maybe the
dancer, the brawler, and the fanned
man showld settie & with pitch-
forks.) He knows how ta persuade,
mre trough passion than princi-

ples.

Butit'a astonishing to me that bis
church-going su s were not
quty by his defersse of Larey
Pratt, the cochairman of his cam-
phign {“tenporarily” withdrawsy,
who spoke &t rallies of racists and
qnti-Semites. Atone of these rollies,
2 spenker sharing the platfros with
My Pran set o comnion theme:
"Your enemdes sre pumplng all the

Talmudic £ith tha: they can vomit’
and defecate into your living roGm.

that they
¢ 72 %
[8ici.™
Sureiy
religious
COnYOYY-
atives
w h e
cheer Pat
dop'tean-
dona My,
Pratt’s
acqguies-
cence In

[ r:ﬁ;n'wz:ylim th
BTN O 2 't they
sgy that joud and clear? .
Funny Man. Bob Dole can b
fanlted for lacking o vigionery mes-

* sage, but he remaing the candidate
., Wil the most conservetive tem-

peramers, the most resistant fo the

rtemptation to run helter skelter after

F

whatever is new.

He should show = little more of
his trenchamt wit. One line and iths
off with your head. Why have we
become so intelerant of wit? He
deliveres his most famous (unking-
est?) out of all at a Gridiron dinner
&decade npo, asking the zudisnce to
pisture Presidents Fard, Carter and
Nixen zs "Ses No Evil, Hear No
Evil, and Evil!” Ard Mr. Nixon wes

* hix friend.

Just think whathe taight dota Pat

Buchanan ifhe tried.

&Y
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Prohibition, alive in Virginia

By Deroy Murdock
1% beginning 10 look & ist ke
happy hour at the Virginia
Supreme Conrt. -

* In s chse that revesls the regula.
fory web that entanples slcobod div-
tribugion inthe Comunnnveaith, the
high ¢aurt iz considering the matter
of Brown-Forman Corporation vs.
Sims Wholesaie Company, '

In 1989, Brown-Forman — a
Louisville-based wine and spirils
concern — fried to consolidate the
pumber of wholesalers that distrity-
ute its wines in Virginie, Thanks to

the 1988 Virginin Wine Franchise.

Act, BrowreForman could not sinply
digmiss its whilesalers acoording fo
its business needs, Instead, ithad o
shirw “good cause” to Virginia's
Department of Alcohelis Beverape
Contret {ABC). Brown-Forman’s
desives for Iowar costs and 3
effficiency were insufticient to

this hurdie; the Brin had to prove that
wholesalers were “deficient™ Sever-
a} penets within the ABC required
Brown-Formun to msintgin a
mandatory setwork of distributers,
eoih of which ardoved & monopoly

within ity own geocgraphic region, |

Brown-Fofman's appes! is now
befyee the Virginia & Comet,
« Virginig's franchise law has
driat crouble for coni-

panics like Brown-Forman. Rather,

than detiver on their own, “we raust

go through s local distribador” says -

Steve Griffin, vice president and
mnnager for the Southern IHvision
uf Brown-Forman Wine Brands,
“We don't have any real say 43 to
what happens with gur brands, We
biope to be in a position of coopers-
gnn with the distributor, But that's

-uf irhim. If he doesi’t wish to conp-

erate or push the brand, there’s very

« New York writer Devoy Murdock
i an adivndct filiow with the Fairfox-
based Atlas Economic Ressarch
Foundation. ' ,

*1itle we can do about # giher than

complain tothe ABC orgotocourt”

MF. Griffin notes that his Bres bag
many positive arrangements with
sHstributors but “whes ydal have a
had relaionship, it can be a veally
bad relationship” He recally when
Brown-Forman bought the vighiste
an existing wine brand. When it risd
o appaint & wholesaler, ag required
by state faw, it discovernd that the
brands previous owner slready had
done 3. “The distributor had the
franchise rights, but be had noprod-
ot on hand, and he refused 6 buy
%&wm%rmg speiggnu_vo

teying 10 get the an Ls-
tic whelesaler 1 rellnquish the fran-
chise that he apparently had
embraced as op entitement.

The travaily of Brown Forman
and is competitors can be traced to
the elaburate and sroane laws that,
govern aicobol sales In Virginia
While wine and besy are distributed
to private stores under nearly iden-
tivgl franchise laws, hard liguor falls

“Fiat into the lap of the state. “We're

the only act in town” says Cuortis
oieburn, Judicial Policy nnd Leg-
slative Direcior of the Virpima
ARC, “When it comes to spivits, he:
adds, wa have the mon S
The Virginia ABC maintaing 243
stata liquor stores that control aft
sales of distilied alcohol. Some 830

'Fubﬁc empliyees operstn thess outs

ety pn adepariment budget of $240
million for 1994, These sg::e stored

L also enpgagre in & “Vieginia First™

policy that wosld meke Pat
Buchanan grin: i the eary 19803,

the state lature changed the
law so that stores ondy ooulkd
sell wines produred with a majori-

tyof their grapes In Virginin.

. G Hmits on the im on of
- afcohol B this 80-9%@ wall

even highor Hisagaingt state law in
bring move thian one gallon of wine,
Geer ot spirits into Virginia. Despite
the fact that “vou cqizid reasonably
sdy that the prices in Washington,

DL, are lower than in Virginis," as

Mr. Coleburn states, anyene who
boughl a sase of beer in Georgetows
and degve it to 2 barbeqgue in Fair.
fay would be & lawbreaker. -
All gf this litvits consurmar choice,

- "in Arington County, with & popula-

tion of 206000, there are only four
ABC stores 1 s aware of” sovs
writer and policy analyst Richard
Sincere. “in jt fourdioek radivg of
rry office i downtown Washington,
DL, there dre six or 2ight Hgeer
stares!” M. Sinceve also sees far mone
variety in Disirict stores than in Vir-
ginia’s. Washington retallers “sell
“morethan Bguo” “They hinve choese,
wine glasses, potato chips snd news-
papers, The Virginia ARC stores ave
all the personsiity of 8 DMV office.
They're plain cinderbioek structures
with plain walls. Thern are no adver-
tising prasters, no tolor They remind
mie of my Tip 10 the Soviet Union in
1947, There were stores there that
$ust were callpd ‘MK’ er ‘Hread! In
Virginja, they say ‘ABC Stope’ in big
bloek letters. This is the last vestige
of sociatise in Virgindn” -
Wirth endorsementy that ring that
oate Fegioative ougt & g5 bevond
ature ouglht to gn
the nurrew, compley issue beliye Vir.
. gitis’s Supreme Court. The Eilistt
Ness-era moanghdne still that is Vie
ginda's alcohat policy should be |,
streamlingd for the Zist Century,
Wine and spirits manmfacturers
should be free to hire and fire &is-
tributory 2y ewiltly as v flems can
pick and choose FedBx, LIPS
@yt Alrborne. State
shesthd be privatized, pechapy with
their public-sector empinyees given
thefiret crack ot buying the mesnsof
algohol disteibytion at a fair market
price Virginis's sicelol sonsumers
sheald be free to shop i Washdngton.
#nd surrourcding iates to satisfy their
walleis and taste buds, And if they
drink what they sy on the drive
tome, they shodd be arcested and
stripped of their drivers’ Brenses.
,dsn't this 4 policy to which Vie-
ginians ooy 3 their glagses?”
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How Poor are

the Poor?

Bruce
BARTLETT

BY

Alon with b anoml

povirty repart, the

LS Bureay of i

Congn regundy e
Imscd a s:z;éyjmmfiz;fmg he wvaitabiliy of

E wrious conyuiner appliances w different
BFups of Ameticans. Theve dhita show s
even persons oificially doscribed as poor in rhis
couniry siow have extracedinary access 1w cone
veniences, labor saving devices, and pves o
ury poods. For axanple, 93 percest of poor
fumifies have o color welevision, 72 percont
have their pwn washing smachine, 60 poment
Bave ylerowaves ad VCHs,

s pu these nusmbiers 1 pusspective, s

words looking at compmrable races in other ine
dustetadized couniries e Table One}. Come
pagative figuses show thac owinership of Jishe
washers, for instance, is highee among Ameri.
cans living i poverty dhan s umong the
genenal populuzion in the Metherlands, lraly, oy
the UK. Ownership of clothes dryers amanyg
el Swedes i about ihe samic w wmeng the
Anmericai poor. Typicd eesidenis of every
cenmineey i Burope have less socess iomis
croavaves than the LS. poar sda, A the UKL

PerceNt ofF Flousenionps OhwNING SELECTED APPLIANGES

*

LS. Toer

Al rexidanes:
ikﬂg}m:l
Dronamatk

k™

Prasoe
Cormoany
butdy
Mesherlunds
5 pain
Sweden
Swizerhund
LI

viR

64

42
39
3%
42
i
54
40
4%
A

H5 -

A A g

Bearus Emm LU mamc«mam

T Anivancas BN ek

Mictowase,  Dishewasher Diryer
PR B ® . 3
o 26 39
R 26 72

25 . 33 i2
36 34 17
Toh i it
22 L 2

9 11 5
37 31 ST
1% 32 7
44 11 32
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w the sy couniry in Burope where
purienl ownenbi of VURS excosds
that of the Ametican poor.

Uratar oo comsuner expenditires colloonad by
the (L5, Bureau of Labor Sunbsics confirm tha
Ameriess "poos” have 2 comparmtvely high
fevel of material well-baing, s o, comonin
consumption by housebolds in the fowen 28
pervent of the LS, income disuribusion & man
thun double thelt reported ncome, as"Hibde
Vives dhiprrates, How can thar b Therm nre
vatiety of simple explanations: sume people
hise wsepored bxome, some are living off re-
serves while their incomne is fust temporadly
fow, s g sugporied by fanily member,
Iosofar as conmuaption i a troer measure of fiv-
g standands than income, the main poing iy
dar many low-lseonie Americans are fur betier
off than their repraried income suggests,

“Twr ather Bactors obiscore the gue condi-
tion of Americas poor, One is non-cash in-

g:Ribon

T LT

R ..;w;

Comiissior

Ay

- #¢ently, ncommissiun of eonomisns
Twsided by Sonford Universioy

Michael Boskins met 1o stady the way gove
o croment agencles weasung infhition via the
soecatled Corsumer Price Index, or O
One rensan thet subiest Is imporang 1o
miere thom huss marinichane & beoanse the
81 i wsedd 1o gelling the naghon Income
and poverty pumberny. I inflatiun is being
sbemstioed gvety voan, the boreand
poversy will be wo, Qver a peried of yees,
aur nederstanding of bow our quaticy of life
i g ogressing vao be badly skewnd.

In wddizion 1o Boskin, formez chatrman
sf the presidents Councll of Beonomic Ad-
visers ud an adionet scholar ar the Amweri-
can Enterprise hudtare, the bl ribbon
comsnissies inchuded ciinent seholan like
Dale Jorgenson, wn expert un meastring
ceonamic growth and [ymer winner ef the
Jeshiy Baies Clark award fore best Avseeicnn
ceonomiss teder age 44, and Zvi Griliches
of Harvied, former srosident of vhe Aneri-
can Economic Association and an aunliossy
on the neasrement of gualivy changes in
pouds e services, ]
repere i Seprteinbes,

For prrposes of sisdessanding U S in-

Tre gromp bsued thek
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Barenn of fustice Stndisties do show that in the 78 bugest cowniies
i the LS, muen of felony proscenting aad convicton a
stightly fower for hhacks thon whises, In a fow jurdsdictians where
clear seariaties are nvailible, the parcerns are dranaric. Natiog-
wide, the felooy acquitial rate for defondans of ll mces is only
L7 percent, but i the Bronx, whem muore than zight aus of ren
jures s black or Flispanie, 48 pereent of all black Felony defen-
dants are aequitted, [ Washingron, 13,0, whew mote than 93
percent of defendanes and 70 percent of jurors are black, 29 per-
cent of 2l felony mials ended I8 acquival in 1994, In Wayee
Coumy, which includes mostdy black Detroin, 3 peecent of
flony defendanis are acquined.

On the duy of the O.]. Simpsan sequinad, a vereran Mew
York baw eaforcament official estnared ofthamdedly w erimi-
sesdegist fohin Dilulie dhar “deere’s 100,006 £, Ls, Wo've reached
the point where the xysrean is rigged 1o let muarderers, and not
Just cich onex, sweape jostice.”

What ame the ultimaw effecs of dis melafind judgment

in LLS. courtreoms? Otbwimasly there is rremendons por-
el sonal hart 3n cases where justive 1 not danp, and the
nmber of sach cases is rising. There is also mere disrespect for the
Taw, and a kst more crime wd suciery-wide damage done by perpe-
watars wha shoudd be focked up instend ol coarming the sireces

Former LS, suorney Josuph DiGasevuwozues that a;lvu—
cares of jury nultification on rckad émzmd\ e pu\hlt%& armrehp”
The refuesl to eonvict by black juries 15 “rampans”™ sd gerting
warsy, he warns, and ghis s I"m:diu;,, the inner-cizy erime orcle.
DiCienoez slso nores thar “we foaghe fike bell 1o ger blacks e dhe
systenn us cops aad proseciors and ;mi&u. andd nes shese guays are
berny feeeely ostracized nead prossired, and woid s deir own com-
rimity that 2 Buck person shoudda® wodk in such n position, Wedl
whis 2 supypssed o “t:\pumi ror bk erininals? Or oge we just aaps
sssead ar prevend there aren’t any blak eriminagda”

Johny Drifudio adds than big city proseentors saday view cases
where there s s white wictim and & black defendling as oo win siine
atians” Keecagnizing that bowill be Bifficult 1 bu a convigtiun,
praccitois pull dheiy mfzci%v: iwvniding the deagde pondty like the
plarue even where s clearly naerbed ke die ‘iimpum casel.
swaniedis HE T §d|!¥" cestnits angd <>ii§£,z enovex shat mdghe ghve the gpe
poannnce of piling en, rgely fening defonse mrorneys pik dhe jue
ries, el t;'ying dosperntely 10 plon bungtin averytiisg 1o avoid go-
g te 3 fery beche Bt place. The sesult, Dilulio sapy, b dhae

“blueio g hoing subsamially amd spaematicatly tdorprose-
cuted todny, e ondy i cases of black-voewhite erime, bor aba in
euses of bladk-oadbladk.”

Baltimsee prosecuder Fisim advises thas it is dasgesaus [or
st attemyp 16 “hx the system by being revehutionnry” Recog-
ey e “black prrors seem 1 he ﬁ[rikiizg brack i-:n:icly\“ Hinin
supgess that twey should by edosmed abonr the uuzauii;f;mm of
sacisih-bused nullificasion, sincg ety percent o rrime B com-
mitted by people Bviug In g juror's own communiy, The irone s
chat by fewieg chandy iy individusds go, jurors are only “infocr-
ing their swn acighborhaeds with eriminuds” .
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costyre, Besend andd iz;m.ﬁing are twe of the E:lrgmt TASLETIE : )
expenditure fems (afrer taxes} in any family
basdiet, ver o ponr pesson may Hee n govern-
ssert hunmiiyy and receive food atamps without
a dimie of dhese benefins being counemlas ine
come, The second factor Is thay a large percens-
aye of those with low money incomes are el .
dirty 137 porcent of persons whass income pars .

Qrricial INCOME VERSUS ACTUAL SPENDING
’ i, & riousshoids by Fifths, 1893

Oitcial ncomg

4 X0 i

ther in the botom Gfth of houscholds are over Socond 51 Actual Spending
63, sccunding 1o the Census Borcan). Many of Fidih
%
shime older pesple have substantial ases and
fow expenses o go %jzth ‘f"’“}f."“’ IeInes. i:.%~ Thitg
durly pursons inthe botton Dith had womedin it
net worth of $30,400 in the Inrest year, Fully 41
perventof Anrericans in the borom fifth
. . Fourth
owned their own home, and thres-quarsers of Fifilhs
that group held 3 free and cleas, with no moer-
gage pryments o ke
in shorz while muny Americans who ap- Highast
Fifin

preat 1o B poor are under renl strain, many

others nre nat.

Bruce Bartlett iz a senier fellow at the National
Cienter for Polivy Analyséi,

S

o el i

conie tremds and poverey, the mest bn-
parzit finding of the Boskin Comnis-
siens waig thay the CPH has ovenstuted the
tise in therost of Hying in secont years by
abowe 1.8 percent s yeas, Thar mnay not
soungd dike sanch oo o lsvman, bur itla
vory Big desl. Economies wriwer Jonaban
Aanshall Sl why

Say yous boss give you w3 perren
entse fast veur, bat proves ruse 2 2
pureant, sccording e the goverse
ment. That feft vou dinking yon
came sway with only half s percent
niene gurchaning power aher lnflas
FieE .. Now say e goveramens goy
its g wrong and prices reafly
clinthed vy 1.3 perceny. Jo tha
ez yous buying power actially rose
1.5 percenp-thres dmes as imoch s
you ariginatly theughe, Over o
decade, dai ditferenne wiould cont-
pound tineo sizable suns,

ggess Paverty n Aierca s Ovr

a W A 3
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rusmliers suggesi—they achmally roe 14 per-
cent. And womieits earnings vver g sune
period didnt vise 7 pecent ux pubdished, -
but actually zoomed upwand 38 percrar,

The sunber of Amediones fy povorry
under these revised fgures is vnosmousdy
different than officially adverised. Hehe
CPL hes been oversused by LS poroont s
year singe 1967, thore are 15 milllion poot
chis yor inseead of 38 milion,

Marshall commenis:

These rovisions (o the sge and
poverty plegere miay seen Racifidly
rony, bt shey Dewith other fuix
alut Jmprovements in preple’s v
rint wellding, Pramn 1970 0 1994,
Americans' §ife expectancy rose 73
yeass from 71 years, The share of

Buouseholds withond @ welephone foll
5 percens {from 13 percene. The share
of hongeholds with coloy TV sodred
to 90 percent from 34 pereent, Tle

tor b overstning the vt of living,
Thuse inchude:

Owerdaskomg consuraer substitunons
of eheaper gouds for more privey ones,
fke the ohit fron beofio chicken.

BMindug brprovermens ia qualiy
and eificiency i new goods which mean
that consamers wre genting wach mose
furr tha saome dotlur ot whon they
get a bigger refagerator du runs on ley
erergy for the smc anwant an infono
frudge covt o deeade aarlien.

Failing 1o rake account of the mag
switehover of eansumiers frow shopging
as depasunens stores and regular gron
ceries e dsvoust ouddets insiead, whewe
they get the same goods Rr fess than offi-
<hal retadt prices.

Laswiisg ot stew produces and ses
vices diar improves bumarn welfare,

“Just momemons” is hove Harvard

number of households with galile TV ceonomist Jorpenson sinonuarized the @

IF the Baskin conmpision cconeinisis jumped w535 million frem 4 million, comrmssions fndings 1o Mashall, 2
ate dghe, median woekly carnings for “Thig,” he notes, "eould wvolugonize he E
fulterie muale workess dicdor faff 12 peroui Tl Boskin Commission speliod o whob stndard-ofslhdng sy g
N - . - - - . s
frotn 1979 10 1994, s the glaomy sfficial a varzery of reaxons why the CM seems v § [y Eeligires E
. . X
i
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