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.. 	 TALKING POINTS 2/25/94 
WELFARE FINANCING 

(Contact: Melissa Skolfield, HUS) 

The A~iniBtr&tion ie co~tte4 to the introduction of a welfare 
reform plon which will he deficit neutral. That means that new 
investments in child care, jobs, education and training programs
for AFDC recipients will be paid for by other changes that will 
save or raise money. 

We are committed to the letter and the spirit of the 1990 bu4qet 
lllW, whigh require. payi"'1 for &"y, ..nev spendinq inoreases with 
orroettlnq taxes or program reduotions. 

All disQU8SioDB are very p:eliminary, and no 4eeisions have been 
made. The welfare reform worklnq group appoInted bY the President 
has not yet reached any final decisions, altbouqh they are working 
very hard to fUlfill the President's pledqe to introduce 
leqislation this sprinq. 'The Department of lIealth and Human 
services, the Office of Manaqement and Budget, and the Treasury 
Department are workinq cooperatively to develop a list of possible 
financing options. 

To pay for the investments ill the plall, star:! at OS, OKB and 
Treasury are explorinq a number of entitlement reforms as well as 
mOAsures that would raise re~enue. Boeauso discussions are in a 
very preliminAry phase, there are 40 or more options ourrently on 
the table. NODa of thelll have !>eon presented to the Presi/lent; none 
of them can be, ru164 in or out at this stage. 

The hulX of the financinq, however, would COllie from entitlement 
reforms.. ('If asked: Social Security, Medicare and Medicaid are not 
beinq considered for cuts. That leave" Suppl....ental Security 
Income, AFDC, food stamps, the Earned Income Tax Credit, and s~me 
smal.l.er entitlement programs. We have ruled out taxing- benefits for 
the poor.) 

Aad;.tional SaViD'1S will cOllie frolll within the plan itself. For 
example, money saved bY streamlining program administration will be 
used for job training. And stepped up child support enfQree~ent 
will mean fewer women go on welfare in the first place. 

It is not true that financing is limitinq the development of the 
plan or the way it Is phaso4 in. Tho welfare reform workinq group
is expected to recommend a gradual phase-in of tbe plan, but that 
decision is based on capacity issues and discussions with local 
welfare administrators. 
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october 4( 1993 
Bruce Reed' 
Oeputy Assistant to the President for Domestic Policy 
White House Old Executive Office Building 
Room 216 
Washington, DC . 20501 

Dear Bruce: 

I am a member of the steering committee for the National 
Neighborhood Coalition. You spoke at one of our monthly forums~ 
Last Thursday one of my colleagues, British Robinson, was present 
when you spoke at the National Alliance to End Homelessness. One 
of the questions posed at Thrusdaylg meeting had to do with laying 
on the table lil housing-related federal costs, including tax 
expenditures which predominately benefit the wealthy and low-income 
housing outlays~ 

Enclosed are two articles written "by' NETWORK1S economist, 
Amata Miller, IHM, that I hope you'll take time to read. Although 
changes of the kind sU9gested in the . articles are not yet 
politically feasible, it is only when the questions are raised that 
policy-makers will choose to act. 

, 
NETWORK believes strongly that the moral fabric of a nation is 

determined by how well it provides for the poor in its midst. 
Further, we believe"that special priority needs to be given to the 
poor and vulnerable since those with the greatest needs and burdens 
have first claim on our common efforts.• '" We are heartened by the 
Administration's rhetoric which indicates sensitivity to our 
concerns~ 

Bruce, I look forward more opportunities to work with you in 
the future. 

Sincerely, 

.. '. 

" . ., ",. .. '.Richelle Fr iedman, ~ PBVM· , . .~ ~ ' NETWORK Lobbyist'", ,.'".." 

, , ' 
, ' , , 

, • '¥-. ,, , - . ,. . .~ 



I n the annual budget, 
pOlitkking, one multi-bil­
lion dollar category-tax 
expendi tu res-es cape s 
mention. Recent studies 
have aptly called tax ex­
pendHures ~sllent spend­
ing," "mlss[ng money,~ 
'phantom corporate wel« 
fare. • and ~entitlements 
conveyed through the tax 
code.~ 

Originally enacted to ad; 

... 

vance wme sodal purpose. tax ex­
pendltures affect the overall alloca­
tion of n:sources, the equity of the 
distribution of public goods and ser­
vices, the progressivity of the taxsys­
tem, and the $jzeofthebudgetdeficH. 
NETWORK beUeves thatconcerneddti ­
zens should help shatter the sllence 
about this form of expenditure and 
hold their legIslators accountable for 
it. 

What Are Tax Expenditures? 
The federal govemmentdefines tax 

expenditures as ~revenue los~s due 
to preferential provisions of the Fed­
era1 tax laws.~ In effect. they ar~ 
subsidies provided through the tax 
systemrather than as direct payments 
from the Treasury. Uke direct expen­
ditures th~y provide benefits and give 
incentives for or against various ac­
tivities. 

Tax expenditures come in three 
basic form:.; 
1.Tax dodllCtlons allow corporations 

and individuals to subtract O!!rtain 
expenses from their laXable Income. 
Example$ are the deductions for 
charitable contributions and for in~ 
terest paid on home mortgages, 

2.Tax exclftloaa are Income or trans­
actions that are ncit subject to taxl!* 
tion at aU. InteN:st earned on 
investments in state and local bonds 
is not taxable. The income received 
bycharitableand religious organLza­
lions is not taxable norare empioyer 
contnbutlons for medica) insurance 
premiums and medical care. 

3.Tax 	CNdtt. are issued by govern­
ments for certain expenditures and 
activities.. Credits are more valuable 
than deductions or exclusions be­
cause they reduce the amount of 
taxes dUe. rather than the amount of 
taxable income. For example, in the 

By Amata Miller, IHM 

Silent 

1970's a taX credit was given for in­
vestments to increase energy effi~ 
cien<y_ Spending S100 for this 
purpose reduced a homeowners tax 
bHlby 1100. An incentive in the form 
of a deduction or exdusion would 
have given a homeowner in the 1596 
hra<ket a tax cut of SIS. and in the 
28% bracket one of $28 for a SlOO 
jnvesonent. 
Progressives have special interest 

in the Earned IncomeTaxCredit (£ITC) 
enacted In 1975 to augment the in­
come of low income working people 
in families with dependent children. 
The EITC is a "refundable" tax credit 
on earned income below a certain 
maximum (S22.370inI992}. Forthose 
with income too low to owe any fed­
ernl income tax {I.e. less than S 1 S,OOO} 
the credit is fully refundable. i.e. fami­
lies receive a check from the govern­
ment for the amount of the credit (as 
much as $2.210. Intended as a work 
Incentive. the credl t increases as earn­
lngs tise-up to the income limit. 

Reasons tor Con~m 
The use of tax policy to aceompl!sh 

social purposes began in 1918. In that 
time of budget stringency, Congress 
increased veterans' benefits simply 
by exempting them from taxation. 
Since then tax expenditures have 
mushroomed, and citizen concern is 
warranted. 

To .xpendttu.... are abMat from 
annual ~ditbrrt... 

Once enacted. tax expenditures are 
"entitlement" pro,rams. They confer 
benefits on eligible persons and 
groups without any budget ceiling, 
Sut unlike other entitlement pro­

grams-Medicare. food stamps, Med­
icaid-tax expenditures are ·off bud­
get~ (I.e. not listed as tine items in the 
budget). This distorts the debates 
over trade~offs_ Wi th the "missing 
money" of tax expenditures absent 
from the discussion, direct expendi· 
ture programs are cut and taxes are 
raised without full consideration of 
options available, 

Federal housing policy in the 1980's 
Is an example of how such constricted 
options are harmful to low-income 
persons. In i983 direct expenditures 
for housing-related programs prima­
rHy for the poor were SlO hillion. Tax 
expenditures for housing, primarily 
benefiting middle--and upper-income 
taxpayers were. $40,6 billion. This 
means that there were $4.06 of tax 
expenditures for every S1.00ofdirect 
expenditures. Over the 1980's direct 
housing programs were cut drasd~ 
cally but tax expenditures remained 
largely unscathed. Thus:, by 1991 tax 
expenditures had risen tQ SSI bUlion, 
approximately S4.SS for every S1.00 
in direct expenditures: on housing pro­
grams. 

tax .xpendlttt1'9 program. 
"0f'MfI lnequallty_ 

Some of the largest taX expendi­
tures are a form or ~weifare for th'e 
well off," 

Neil Howe and Phillip Longman ina 
caU for comprehensive entitlement 
reform in TheAtlal7(/cMonthlyinApril, ' 
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1992 exposed this aspect of $~"eral 
tax expenditures totaUlng $170 bU· 

child-care credIf 
1991)gavealmostno benefit to "'U'"', I 
with incomes under SI0.000, but 
$1.2 billion to­

• 	 exdu$ioo of employer·paid 
health care from both Income and 
payroll taxadon deprived the Trea­
sury of $60 billion in 1991, Yet it 
gave no benefit to the 37 million 

. uninsured or the 32 million who pay 

for their insurance out of.their own 

pockets.Andamonghouseholdscov• 

ered by employer· paid health-are 

plans the av.:t<lge be~fit to those In 

highest income brackets was many 

times that for those tn iowestmcome 

brackets. 


• Benefits from the mortgage inten!St 
deduction averaged $3.469 for tax­
payers with incomes over $ tOO.ooO. 
aiui S516 for those In the $20,000· 
130,000 bracket, but nothing to 36 
miUionAmericansinpoverty. House­
holds with income over SSO,OOO re­
ceived 81 percent of the benefits of 
this tax exPenditure which cost the 
Treasury $37 ,billion" in 1991 ($4S 
billion in FY93). 

• The exclusion of mosr Sodal Se<:u­
rity income and the insurance value 
of Medicare benefits cost the Trea­
sury S3-4 billion in 1991. Howe and 
Longmanobserve that this does noth­
Ing for the 4(1 per(ent of senior citi­
zens who are too poor to pay taxes, 
but it subsidizf..!s the 37 percent of 
senior citizens wbo regularly vaca~ 
tiQn abroad. All other industrial na­
tions treat aU or most of social 
insurance~nefits as taxable !rn:o'me 
and use other programs to moot spe­
cial needs. 

Tax opeadltu.... bev. coatrIbutM to 
tile _1ft of the tax bunMn ftoom 
_101_. 

In the J9S0's corporations paid 39 
percent and individuals 61 pertent of 
total income taxes. Three decades 
later the corporate sharehad dropped 
to 17 percent and that of individuals 
had risen to 83 pc:rcent 

According to tax economist Randy 
Albeda. this shUt has occurred (In 
both federal, and, state levels.' Her 
research revealed that tax expendi· . 
tures, unlike direct outlays, tend to 

subsidize corporations and commer~ 
dal activities rather than providing 
for human needs_ The 1986 tax re­
form reversed the trend somewhat, 
but pressure to restore some of the 
<;'orporate loopholes is building. 

The largest tax expenditure listed 
in the FY93 report of the federal gov· 
ernment Is the exclusion of employer 
contribu tioos to and earnings on pen­
sion plans ($51 billion). In addition, 
the accelerated depreciation allow­
ance ($27 billion) alJows the write off 
ofbuUdings. equipment. and machin­
ery at a faster rate than actual depre­
dation. 

Corporations are lobbying now to 
add the value of~intangibles,· such as 
customer lists and brand 'names, to 
the as~ts eligible for this write off. 
Jane Cravelle of the Congressional 
Research Service estimates that this 
would cost SZ billion or more peryear 
In lost revenue. Unions representing 
food company workers argue that it 
would hasten mergers and destroy 
Jobs. 

1'114 tax ~,. 


PfOC." fa undemocnItIc. , 

Proponents of tax expenditures 

such as the write ott of -intangibles" 
tend to be wen organlzed and fi ­
nanced special interest groups. Be­
cause. once they are ena<:ted tax 
expendituresvirtually disappear from 
public view. and because there is no 
government agency on which to fo(:us 
dissatisfaction. opposition is almost 
non·existent or unorganized_ For ex-

ESTIMATED DISTRIBUTION OF HOUSING St,lSSIDI£$. 
In SiiHons of Doll,;!"" 1993 
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ample. because. of widespread igno~ 
rance about the inequitable distribu­
tion of the deduction for mortgage 
interest. real estate interests can de:· 
teat any effort to 'cap It. A better 
informed populace' would proba~ly 
support a cap which preserved the 
deduction far the average 
homeowner's primary dwelling. 

These concerns highUght the im~ 
partance ofshattering the sUenceabout 
tax expend! lUTeS (on the stateand local 
as well as federal level) tQ expose their 
Inequities and effects on aJlocation of 
resources, on the tax system and on 
the hard choices made in tight hudw 

gets. Randy Albeda and Cynthia Mann 
I$sue the call cogently: ·Our challenge 
1$ ta force dle pOliticians to ten us how 
and when and whom they're golng to 
tax (or give tax forgiveness to). Because 
even lfwe don't talk tax [expenditures). 
we can be sure that Fortune magazine. 
the big bUSIness lobbies, and the 
backroom negotiators will be: talking 
tax behind our backs. and lawmakers 
will be listening.~ Cl 

Mota Mml!r, IHM, 1$ NETWORK's 
£'()l1ornin 4nd Education CO<miil'ltitDr. 

SDUTU£\ Rondy A/b,da and Cynrhhr ~II/f, "C.m 
We Tolk Taxu?"Dollan "!\tn,. «ktoinr, 1988J:' 
WamtnGr.gOry tmdje/tfl M,;ubuq, Silent Sp.nd· 
Ing: Tax E.'lp~ndltutu and th. COlnj'ttutlon (or 
Public Dollars, Michigan Heust ;>( R,VflS.f1fa­
riWlS, Ho.. u FlU'a' Ae<tncv (M4}', 1990); Ntillk1wt 
and Phim" UmSMafl, "The Ntxr New DMi, •Th. 
Atlanne MOl'nhly (April, 199ZJ/ Dt1tIui 0. Hufft1tI4 
Dovid AJahIlSC1I, "P/tarllimt Welfare," Pbb1icillilitf 
(01" Cor,x>H/f,t Almrim.-Sudal Work (Mtly, 1993); 
Car";. SlJrm.n(.Ia. MUSing Motwr to, Common 
caus~ Study of Federal Tax E.x{nndltul'U. 1905. 

. ,. 

~"': '. ­
. , ' l" " 

Fourth '.: '",Top'':' ,"'.,"" 
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by Amata Miller. IHM 

ents: ','lIrn~to:Ask':::' 

. 	 ,

". " 	 "\"' 

"Call them entitlements. aud tbey're tbe voracious hobgoblins 
of federal spending, Call them programs to help the old. the 

hungry, the sick, the bUnd, those who haw fought for oW' 
country. and. they've got the public's broad support as 

eSSEntial underpinnings of a civilized society.u 

, 

I ,n these words John Rother puhUc .\ 
policy director for the Amercan 
Association of Retired Persons 

{AARP:, cogently (haracterl'les the 
public's ambiguity-and ignorance-
about the group of federal programs 
called$enHtlements.H Thispolitically 
charged situation spawns mlsinfor­
matton, myth·making, manipulation, 
and misallocation ofscarce resources. 

Clarifying the Term 
~Entitlemenrs are .programs '(e.g: .•' -:: ours must be an Informed concern';' 

Social Security, food stamps; Medl: 
ca'l1!', 'uhempioymen{ com'pensatlon," 
veterans 'pensions) which award ben­
efits according to a fixed formula to 
persons meeting ellgiblhty require­
ments set by Congress. Once enacted 
into Jaw. en(itlement programs be­
come: In budget language "mandatory 
spending" and are not SubjeCf to an­
nual appropriations. As such, they 
are un;::ontroUable Items jn the bud­
ge~, since anyone whQ qualifies re­
ceives the benefit, regardless of the 
total cost. 

Federal entitlements come In two 
forms; tax expenditures·-the reduc­
tion of taxes due (see july/August 
1993 NETWORK Connection); and di­
rect outlays, what the public usually 
thinks about when it hears the term 
~entitlements,~ 

Areas of Concern 
From a budgetary perspective. di· 

rect entitlement spendIng. projected 
to total 1770 bUllon in 1993, is now 
more than half of the total federal 
budget. and growing uncontrollably. 
Advocatfng cutting entitlements as a' 

: : 

,. broad category gives 
cover to politicians 
whos(!: constituents 
would balkat reduc­
tions in spedficben­
eflr programs. 


Given t990s (CO­
nomic and political reali­
ties, those working for social 
Justice have to be concerned about 
the magnitude of entitlement spend­
ing (and (ax expen'dltures tool). But 

probing specific problem areas need: 
log reform. ' ' , 

1. 	Why 3l'$ coda ristng1 
Three programs account for two· 

thirds of total emidemenr spending: 
Social Security, Mecll(are and Medic, 
aid. Of these only Medicare. national 
health Insurance for the elderly, and 
Medicaid, state·federal health program 
for the poor. are actually running ram· 
pan!. SInce 1980 spendIng on these 
two programs has risen from 8 per­
cent of the federal budget to 12 per' 
cent. without f;omprehenslVe health 
care reform these costswiH more than 
double by 1998. 

Social Securlty benefits rise at the 
rate of inflation and 1980s payroll tax 
increases have more than paid for the 
increasing benefit payments. Speod­
lng on other entitlement programs 
such as food stamps and AFDC has for 
many years failed to keep up with 
Inflation and the hiCteaSe 1n numbers 
of eligible persons. 

. Even jf we completely abolished 
food stamps. MDe, farm prtce sup­
ports, chUd nutrition programs and 

-the'Hard 

Questions 


l' veterans', penSions. en~' 
titlement spending would 
still be a greater propor­
tion of the federal budget 
by 1998 than it Is now, 
unless the costs of the two 
health care programs are 
brought under control. 

2. 	'Who are we really $lI~ 
Only one 9f every eight dollars of 

federal entitlement outlays goes to_ 
those living in poverty: ·'As. mllch as 80 

• pucenr of total be!lefit dollars are-in: 
programs r<::qulring no eVide-n,ce o( 
financial ne:ed, 

And 'the benefits are skewed to­
wards tbe well-off. Neil Howe and 
Philllp Longman in a detailed analysls 
revealed some startling facts, 

>- In 1991 U.s, households with in­
comes over S100,000 (the richest S 
percent) received an average of 
$$,96Q in federal cash and tn-kind 
benefits. while those with incomes 
under.SlQ,OO;) received an average 
of $5,560. 

> 	From 1980-91 in inflation-adjusted 
dollars, the average federal benefit 
received by housebolds with in­
comes under $10,000 declined by 
10 percent. Meanwhile, Ihe benefits 
(mostly Social Security, Medicare, 
and federal pensions} to those With 
incomes over S200,000 fuBy 
doubled. 

;to. 	 Medicare spent.$19 billion in 1991 
subsidizing the health care ofhouse· 

• holds earning S50,000 or more {the_ 
richest third of all bOQseho!ds). 

. >- Military and civil servke- employees . " , .' , ' 
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"__ withlncornes over SlOO,OOOre-cejved 
S~t2 billion from the Treasury In 
199[. 

"" Social Security, instituted in 1 935 as 
a pro~ectionagainst destitution, dis' 
tributed more than 20 percent -of its 
benefits:n 1991 to bouseholds with 
incomes above $50,000. 

,.. $50.000 each. 011 average. went in 
direct federal farm subsidies to the 
30,000 farmers with largest gross 
receipts, Almost two thirds of the 
total payments go to the richest 2S 
of the farms. 

Their conclUSIOn; what wi have is- a 
~we!fare state for the affluent. H 

3. 00 tIM oriafnaI n:JhOM fOr Ibom ...,­
Many of the entitlement programs 

began during the New Deal. and have 
their own conStItuency which resists 
change in them even though the origi· 
nal realities which gave birth to the 
programs no longer hold. No program 
illustrates this better than Socia! Se· 
curity. 

Today more than 60 percent of all 
henefit sp€ndlng goes to the 12 per­
cent of the population who are eld­
erly. When Social Securety was cn· 
acted In the 1930's seniors were the 
poorest age group; by 19690ne in four 
elderly persons still lived in pOVErty. 
Now, largely because Social Securjty 
benefits. are Indexed against inf;at:on, 
and Medicare provides health insur· 
ance for all thOSe Qver 65, only 12 
percent of the elderly (3.7 million 
persons) are poor. 

But now 21 percent of our children 
under the age of 181lve in poverty; up 
from 14 percent in 1969, And there is 
no entitlement program to put a floor 
under their suppOrt and no national 
health Insurance program to guaran­
tee their access to health care. An­
other aspect of the Social Security 
program 15 root€d In an obsolete as­
sumption, Based on past family pat­
terns, the benefits of a deceased fa· 
ther ure awarded to non-elderly house­
holds in which widowed mothers are 
raising children, However, in 1990the 
13 million children being raised by 
not-widowed single mothers had no 
federal benefit program wasslst them. 

it is time to examine the major 
entitlement programs in Ught of cur· 

rent needs, of shifting national priorI­
ties. and of the Inequities in benefit 
distribution. 

ProposalS for Change 
As legislators seek to reduce fed­

eral defiCits, proposals for a cap On 
entitlements are regularly introduced, 
This is a bad idea. 
l) Capping entitlements simply post­

pones the difficult program~by·pro­
gram cutbacks required tolivewuhin 
any cap, 

2) An across-the-board cut axing ail 
entitlement programs would harm 
both slow· and fast-growing ones·· 
ultimately dOing most harm to the 
poorest and most vulnerable. 

3) To set a cap. some forecast of total 
cost is needed. But the factors that 
determine entHIe.ment spending-~ 
economIc downturns. inflation, and 
ch;mges In eUg-fblc populations··are 
largely unpredictable. 
A much better approach would be 

to begin discussjnga reform proposal 
like tbat of Neil Howe and Phillip 
longman, who call for improving the 
equity of entitlements and freeing up 
resources to meet other needs by ap­
plying one simple principle' ~one's­

benefits should be proportional to 
one's need··whatever the form of the 
subsidy: 

Structuring a reform according to 
this principle would mean that: 
1) it should not reduce the income of 

any household ro anywhere near the 
poverty line: 

2) it should adjust benefits according 
to a graduated scale, not completely 
eliminating the benefits of any cur· 
rently eligible household: 

3) It should take !ntoa(count the ~quasi­

contractuat nature of some of the 
programs, Forexample, federal em­
ployee. pensions are really part of 
deferred compensation, since the 
employees accepted wages lower 
than In the private sector in view of 
better pension benefits. But Social 
Security benefits are not linked to 
what a person paid into the system; 
nQ records ofcontributionsare even 
kept by the Social Security Adminis· 
traticm. The benefits are related toa 
person's wage hIstory. And today's 
retirees are receiving benefits worth 
two to ten times what they would 
have earned had they inves-ted ali 

their Ufetime social security taxes 
(theirs and thetr employers'} inTreaw 

sury bonds. 
se three prInciples coul e 

embodIed in a "benefit-withholding 
liabmty~ feature in the tax system, 
Fo eWing toe a eve criteria, a per­
centage of benefits- for higher·income 
households would be withheld {e,g, 
7.5 percent of any benefits that cause 
total household Income to exceed 
$)0,000). Beneflt$ received would be 
listed on tax returns and the with· 
holding would be processed by the 
IRS along with income taxes, 

This would requlre only one con­
gressirmal action (not a review of each 
program)' create no new bureaucracy, 
and could be'done relatlve-Iy quickly 
while the debate over program reo 
forms proceeds, 

It is clearly time to begin a thQrough 
and Informed discussion about entitle­
ments, We can no longer avoid asking 
ourselves why we are unable to find 
the mQney to feed. house and edUcate 
our poorchUdren while we contir:ue to 
subsidize the well,off. 0 

Amala ,,",WIer, lfIM, Is NETWORK's 
Economist !lI1d EJucmion (ocrdillatcr, 

$j)"rcqs; ,1iMI Howe MIdNllllip to!'lfl1NM. '1M fflMI Nil'" 
lMal.· iI"antic Motllhl\<, IIpt11. 18'92; v-~ NoWl~ .En-­
NiQmcrrlS WII!I'l_W~! Jeumal. 1O/Ji'/f.!2: DoA1 
Nounbaum, """SMY: Cut i;ntit!emt.mts, Q;J"st!Qn; 8<.1 
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DEC-e7-1993 15'46 FROM 94567431 P.82 

MEMORANDl.iM 

To: The Secretazy 

From: David T. EUwcod 

R.: EntitlemenlS 

Encloged are a few materials: on overall entitlement lc~I$ and growth. A few basic fact(;; 

" Of the projected growth in entitlements between 1985 and 1998, 71l"A> is from health oosts. 

o In 1993 AFDC, Food Stamsps and 55] accounted for less than 9% of entitlements and 
less than 5% of the total hudget. 

o Social Security remains the largest entitlement by far , =unting for ove' 41l"A. of all 
entitlements and over 20% of Federal ~"Penditures. 
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FEDERAL OUTIAYS BY CATEGORIES FOR SELECfED YEARS 
i;] 

iL IBy fiscal year! 


.tli1iid4id .~.~ ~ 
M 
M 1960 1970 1980 1985 1990 1993 1998 

In nominal doUats (billions) ~ 
Defense discretionary .................................. 47.0 61.9 134.6 253.1 300.1 294.0 a 

International discrellonary ........................... 4.0 4.0 12.8 17,4 19.1 21.0 a 

Domestic discretionary ................................ 16.0 42.S 131.9 IE3,4 189.0 246.0 a 


SUbtotal. discretionary ............... 67.0 12B.4 279.3 433.9 506.2 547.0 556.0 

g 


Social Security ... _.., .................. ,.,.......... , ...... 11.0 29.6 117.1 186.4 246.5 302.0 391.0 

MBdicf!U'e....................................................... 0 6.6 34.0 69.7 107.4 143.0 239.0 

Med'eatd .......... , •. " .., ...... _ ... ,., ..,,,, ................. 0 2.7 14.0 22.7 41.1 76.0 139.0 

AFDC, SSI, Food Stamps ............................ 3.0 4.7 22.2 30.4 39.7 63.0 79.0 

Other entitlements and mandalOfi&s ........... 12.0 21.1 101.5 123.1 126.3 165.0 179.0 


Subtolal, mandatory ................... 26.0 64.9 268.8 432.3 561.0 749.0 \,027.0 


Netlnleresl................................................... 7.0 14,4 52.5 129.5 164.2 198.0 253.0 

Deposillnsurance........................................ -c.a .0.5 -0.4 -2.2 58.1 -26.0 -10.0 

Offsetting receipts ........................................ -7.0 -11.5 -29.2 -47.1 -58.8 ~.O oS5.0 


Total, ........................................... m.2 $195.6 $590.9 $~.4 $1.252.7 $1,416.0 $1,747.0 


~ tl; out avai!abte-, 
Nota. Net Oiscretfonlr)' Outtats 4:i'quall; Olsoreronary OuUays ml:nuIlI otfsetttng ~ts (the breakdown ~ Offsetting R~:)t$ which cnouJd hava bet" 

;g netted agalnlt Mancta10fy Outla'l$ wu nol avalabte). Agria.l1ture price $VppOrtJ have been indUdtd ~n Oom$stlc Ol$cntiomuy Ouileys. Outlays ha¥e 

If> beefI adj~ ten- InflstJon wing the C~.u, 
rl 

$ouroe: Congressiolltd f.k.t(fgel QffloOel, Tho EQOnomic end Budget Oudo:>k; Fl~ '(earl' 994-1900:. January 2&. 19SB and 

The Economic and tludget Outlo()k: An Update, Sept9a1bBr. l:ooG
~ 

M 

~ 
., l<f.DeI>93 Pagel 



FEDERAL OUTLAYS BY CATEGORIES FOR SELECTED YEARS 
s 
"- [By fiscal yearl 

...tIliiiI&dil$iJiNJfid )if~t6d 

I 
~ 1980 1970 1990 1985 1990 1993 1998 

In c:on otanI 1992 dollars (billions) 

Defense cliscretionary ................ .., ............... 208.7 276.2 229.5 341.8 322.1 284.9 Q 


International discretionary ..•..•..................... 17.8 13.6 21.8 23.5 20.5 20.3 a 

Domestic discretionary ....................... ..,...... 71.0 144.4 224.9 22Q.6 202.9 238A a 


SublOIaI, discretionary .•....•.•.•.••• 297.5 436.2 476.1 565.9 545.5 530.0 463.6 
o 
>­

Social Security" ..... " ........................ " . ., >, ...... 48.8 100.6 199.6 251.7 284.6 292.6 326.2 

Medicare...,•.. ,.., ............... , •.•.. ,.. '., ................. 0 23.1 58.0 94.1 115.3 138.6 199.4 

Medicaid ....................................................... 0 9.2 23.9 30.7 44.1 73.6 116.0 

AFOC, Sst, Food Siampa ............................ 13.3 16.0 37.8 41.1 42.6 61.0 65.9 

Other enlillemems and mandatories ........... 53.3 71.7 113.0 155.2 135.6 159.9 149.3 


Subtolal, mandalory ................... 115.4 220.5 492.3 583.8 602.2 725.6 856.0 


Net Interest ............................. " .............. " ... 31.1 46.9 89.5 174.9 197.7 191.9 211.1 

Deposit Insurance ................... " ................... -1.3 -1.7 -0.7 -3.0 62.4 -25.2 ·8.3 

Olfsetling receipls" ......... " ........ " .. " ............. ·31.1 ·39.1 -.49.8 -63.6 ·63.1 -64.9 -70.9 


Total ...... ,., , ................ , .•.. , ............ $409.5 $664.5 $1,007.3 $1,278.0 $1,344.7 $1,312.1 $1,457.4 

~ a: not available:. 

Not.. Net DiscmtlolWY Outlay. oquals O1scretionmy Otrttays rnlnUll OffsettIng Reoelp15 {the b"-down of OIfsettlng R9G$ptiI wt.!<:h ehould have been 
o· nettad f\9~t Mand«toty 00iI. WS$ not iWailabjfJ). ~m pl10e 6Upp0fU. have been induded in Domestic Oi$Cfetktrmy Outlays. Outltryll have" b", adjusted tor inflation usng the CPf...U. 
~ '" 

s."",,: c:.llII....1on.. Budgal O!fioo, The Eoonomle cnd BucIget Outlook: Fi_ V..... 1 004-1996, J_ 26. 199il""d 
~ 
~ 

The Eoonomie end Gudgel OuIlook: An 1Jpdo1e, SeP"'"""", 199:\ 

$ 
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'" 
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FEDERAL OUTLAYS BY CATEGORIES FOR SELECTED YEARS 

l(! 
a. IBy fiscal yaarl 

..llMitid iiitliriiijif pro~ 
~ 1960 1970 1980 1985 1990 1993 1998\I 
<"­
W 
m As .. percentage 01 Total Fed.,al Oullaye
m " 

Defense discretionary .................................. 51.0% 41.9% 22.8% 25.1% 24.0% 20.8% II 


International discretionary ... ""'" ................. 4.3% 2.0% 2.2% 1.8% 1.5% 1.5% II 

DomeSllc discretionary ................................ 11.3% 21.7% 22.3% 17.3% 15.1% 11.4% a 


Subtotal, discretionary ............... 72.6% 65.6% 47.3% 45.8% 40.6% 38.6% 31.8% 
p 

Social Security ................................ " .... , .., .... 11.9% 15.1% 19.8% 19.7% 19.7% 21.3% 22.4% 
Medicare.•....._.......,."........",. ,....._..... "., , .....•.. 0 3.5% 5.8% 7.4% 8.6% 10.1% 13.7% 
Medicaid ................ ," , ............. ""... ,,"' ........... 0 1.4% 2.4% 2.4% 3.3% 5.4% 8.0% 
AFOC, SSl, FOOd Stamps ............................ 3.3% 2.4% 3.8% 3.2% 3.2% 4.4% 4.5% 
OtI1er entiOemelllS and manaaIQries ........ ". 13.0% 10.6% 17.2% 13.0% 10.1% 11.7% 10.2% 

SublOlal, mandalory ................... 28.2% 33.2% 48.0% 45.7% 44.8% 52.0% 58.0% 

Net Interelt,.......,' , ...... , ._................... ,' ....... ' 7.6% 7.4% 8.0% 13.7% 14.7% 14.0% 14.5% 
Deposltln.uranoe........................................ ·0.3% -0.3% -0.1% .0.2% 4.6% ·1.8% -0.6% 
Oll$etllng receipts ........................................ ·7.6% ·5.9% -4.9% 06.0% -4.7% ·4.7% -4.0% 

Totat .......... " ..................... " ........ loo.ll% 100.0% 100.0% 100.0% loo.ll% 100.0% 100.0% 
~ 
"- 8: not available. 

Note. Net DlBcmtionary Ou118t's equals Di&cfelionary OuUays rrinus Offsetting RliiCOipt:;; (the breakdown of Offsetting Reoeipts whktl should Mw beon 
e­ netted against Mandatory Ouleyfi was. not awiable). Agricul1ure pri08 supports have b&m incNdtd In Dome$tiQ Discretionary Outiavs· OUdays have 
m b&et1 adjusted tor Inflatkm U$lng the C?I-U. 
~ 

Souree: CongrM:9bna1 Bud_ Oftioel The Economic e:nd Budg9t OuIIook: FiSCid Yeers 1Q94..1996. Jtu'\Uery 26, ,.and 
~ , Tho Eoonorric and Budgal 0ulI",,': An \Jp<I$. Septsmbe<. 1m 
~ 

e­
o; 

~ 

10-0ec·93 Page 30 

v 



~ 
(C 

I 
~ 

C' 

~ 

'!I 
If) 
M 

~ 
~ 

~ 


FEDERAL GOVERNMENT OUTLAYS 

By category in constant 1992 dollars 

Actual Prolected 

i 

Noto: E.xcludes dapo&lllnuaf'M'l1l; og.rieu1tw. price s"Pporl$ tuO ~ In N9t DiGetotioMty~__ 

Source: Congressional Budge! 0ffI0a, The Economic 8lld IluQgat OUIlOOiC Fiscal Yem:s: 1994-1998, January 211, 1993 
ano Tile Economic IJI1d Budgel Outlook: All Updata, September. 1993. 
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FEDERAL GOVERNMENT OUTLAYS 
BV category In constanl 1992 dollars 

Actual Prqected 
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Nrtt.: ~lJdiil'S da:xlllWt nlUl'ii'I1l¢9; tgri:::'4.lltol"" plloe B"J~JlS ere i)lduded in NQ( t»aaetia-ety C~ 

SOO""" C<:>ng.....lonal Budge' 0111.., the Economic and !Jut!g81 0UII00ic FiscBl Years ,_19i/8, Juuary aJ. l_ 
and: The Ecam",';c.11d IluCget Ou!/(){)Ic An Updste. Sl>plember, lWa 
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ENTITLEMENT & MANDATORY OUTLAYS, FY 1980-1998 
By category In constant 1992 dollars 

j
:. 

o Actual Projected ...­(illJ 
M..... 

1m 
AFOC. 891. Food Stamp. 
IZ'.3 
SOC'll! &lOurt1y 

II1II
""'­

Note: Figures exclude 81griC)ItUr8 prloe supportfl and dapoGlt Insurance. 

Source: Congressional Budget Office, Tile Economic and Budget Outlook: Fiscal Years 1994-1998, January 26, 1993 
and Tile Economic and Budget Outlook: An Updato, SeplBmber, 1993, 



rn 

" a. 

~ 

M 
;t 
tJl 
a; 

g 

~ 

.,
'" 

~ '" 

~ 
$ 

~ 

• 

ENTITLEMENT & MANDATORY OUTLAYS, FY 1960-1998 
BV calegory In constant 1992 dollars 
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Sou",.: Congressional_get omee, TheEcooomioand Budge! OUttoolc: FlsooI rOlll' '_'1198. ",,"umy26, 1993 
and TIlaEC!).omio anr:ISuJgeI CM/<>CIc An LJpdo"" Sep'emi>ar, 1993. 
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E\lerrt:ocl;> kn<:Iwf.to>ulU­
, ~!t.,... quem, All' lillIom 

"'" IiIIIlllltdu Ib, ~ 
sioxW lhnllll Df tltlft, iJI>. 

;mI(IfImml Of. if WI! rdi.rt !IlQ ""'... 
mmtl:jo, dmt> If \'01> doff! 00_ 
!!m'1!$ .:>:>tffl0tl. j\W Oed""'" )I!:IUC 

pe.' ~'" lhale af qu~
monr)'trom I'DUf :oot&.>! form, ~ 
may ~ $i;Tpnicd In krww !Nt _ 
ramm ~ m toft; :tn<t tor IN! 
miner. II(> mt;(IfM ~1aM. W!l ~ 
11_10_!hor. h,,~~ "he! pm__ ~l.... 

Thd...,iooI.lI1M>QlAo;t;,( t9~.rp­
.... t4d All urtle: \\ItlWI WIlt 11 ...I!­
ndy p....,..,,,, br wool lind mr.Iwt 
Wwl tmIII to boI e.:uwdt...d • '11'1t1t­
II>" m.a«:n.tl _ lIo"~itn ~ 

WD<Ilm dmhuIf With lilt ffId of ~ 
IO;Ir ;&ru! t"" 1II1""""""" of 1}'lV 
lhe!'..: M~n. W><>I 1114 ll".<lh.Ilr IllI 
«l' !h~ ,,,,l'tfrysli'l Df ,\rtlq1~ ""'" 
~o:m.lt- 8<l1 tI<> blt!l!!I\f C~ 
WtI"";UUle U.s t<tpartmf!n! oj ...." 
fWIl""", III _r.lt\lt! "",Ii:itq: ..n. 
l.uj>O!fltlw,u,oo.. illlWmwilm. 

*>14' W,/"..;;a:ru. (VI « ...._~ 
P"f'ftsJOf II: C"""'fIf M<llIim t'~''''"' 
siry rt" """lllIGlly ,yn<fu:aud: all· 
"mms: 

Welfare kings and queens 

)'IIIlf. 11) $beep arid &lIfO" I'1IIIdIut. Iftl ~~ fj tulm<ll>{ WI It~ - junktu '1'4, lr Y""/ttt fnen41, 
1n 1991. 1M AfJ1_ DII!p&n. E-Kib"<te Ia Q.vuandOllria w: ~, dteapootldl;l.t. 
IfICIltlotnuill~ 'no,,", SmiIoI.m m Pl""tl'flll oem.am n-m.n~ .1/U.k1W'~_
iu!Mol $$,1 i'\\illi0<\ If! ~ iii) IfQm 1tl'U.:IUUI tNt Ni<d\U86 beaI'd of tlW ~ t ....l.lltl1'oT 
~M\\lmoh.tiT~~ pm::I!If\t of "...".., prfmtflU.oo U atMr we:lt.~ ~ia.. _ the! £1:J<>!'1. 
i", !<j ShwIn l..1of'rui...... ~ pen>ml (Il ~ ~IL IJ M" tMpQl1 tIW, h....."OfFi(leof ~ 
wnW'JIor'tM~PNI.'lN.. CIwcn.ilielli.te:lIbo:M:men.be_l ~NdBed'/:f~IA'w
ucn.1 WnokJt £.$11011 (A"nl U. I>e..bkt 10_on mc.r v(>(o:s lfi/fWl SOxI<ftw! «IIIbl I:"food UIJIIpt lIlI' 
1m). Rock$p(lnts' """ 1ti ~pi­ ~~I'or~, the nd!..· ~'"'"_ted <I II:! t......
ftlta <:DlI«UId bt'twem $lIO,l'.i'Xlind ..,.,.,$(INId !'(l"'''Inplrn> art or MIl cur ""rml'P IIIUII>\f ~SItlUR.l u.o 000 11/""'" 110.. ~ cl dIIt 1lOInaIotXlW2 III IlII! m.UtIIr)i; !I:! the 111M of 5'1 biWM!, )\'ar. t~ rIIt 
jtfflJ..al"f '''''ItJtanu~ tc>eci"t ".. II d be unfair 10 ri~ tile i¢I!II"'* pan ~ 1(1 PI'fW'!'I or £~l'<lr!' 
~IDf m. tan(\«![f.. WtICoaI«'J~~*",~ Imponlou. u....ontlOflI_. ,!wi

In,*,, cl d!lll!fl.ttiltf WJ nd! <I.l. \Ad IW ~D<I,nI.tl-Mldl.w:l'ii 10 cu~s. lIII'Iu:htI. 6<>'in~ 
ftWI" ""UartI, ~! (tmmnil multimillion.tift CEO ~ 1ur WHtintlD.oa.,.d Cml,..1 M_~ 
blldlJ'l!l~onJy~u­ <lftU, the tllwlol wlumy II.» r. Jutl IIO)'IN <100"'; IbmIt ~ tW'
I'fYmtnu ,II $Stl~ 1"11" t't.tW~r. =1'I:<I.t7 bl.lb:M:n f~ lum1crwi dflll!! .ate the only fOWrnmvu-/.nln
I!w"~P"'" ~""<htvl.j_ ~ II'SQ, StI'l. Robetl !':I!lIot,. K.ll:iF <I...dliqls. ll'I 1m. liR Expm1.
lib lhe wcIfa~q_ wh<>1IU mw. Il001 Rtl'"bli=l.is1IU!chi«t l>I'!XU""'" [mp:jr! &.lIIk JIOO(\ tUoly 10 w... ss 
t;;I~Nlmellind~~t«t.1t· 1br tII!~ handoul-- 'l'bu I'BY "Cli:01llA bLlhor~ nw, til petc6l\t or lu 0111_ 
If' ~ks, \<MW llIe "W ~ Ullldlni lom$ aM Iuan ....,.,,_<*11 count "" OoI"lbr IIlpPl>l"t-!'Iow
Ql!' The nnmln,.u Ihfy'... 40nt «UtI.. lit doelln ~e the ~\tIaooI ;;n. In thl:s tIro4! ." _ u:d lk!'i.;jl 
intMP&It 1I"",ly dirl4! Ibtlr<J.l!clI dUfltY ..-.l/tre1~ Th.! QUtll;>n ertI~. ymlOIIlhlw>wr!tI ~QU
,mollf !mliy lMmbers, m&kinc t/II:lwt!'low ~ yw Wfman4 the t/ulJlrffiM::u&110 R:\Uf~11IWl 
~ .Uaihlf for tmt h&IIdtolll.1lI1hl1 WU!r "",n.mp !!!I WUhmJtIln. Mr WIll qk wily {he"" "'1.Ih1t,,1 >'">'
:i_(l("CCf\cem" tb«tl bud,f1l!ddi· Crown, Dfl:ux:nIis tiId okhu Wut!. i-"&tntUl$(. 1.........lUln.t Ihe lot­
mIA, whY doeIII"'; Mr. CII!!l\ln JIllI ,",lim i111i4t:rs, ¢:4lI CQ\it\t 01\ W<wne ter wm.iJ\ol !>I.~k l>11 be , Itft Or It 
~.... elimlf'.atlnll: fila roody,.....,. ~ tqr p<!l'maJ ~mu. WIlft't be !lie U'\I\h. 

wt(..­

PAl'L GREENBERG J 

A 
IW IIlr t/uI Whll' fi<>ImI 
pnu "'l'P" 'lIlu oould 
,$I."" )'\UI....h~. ,llId. Deja vu 
l,..,..bJe I>y tuterIDf 


tru$ 1IjI«UII' ~ph U:IU )'<)II:

"'JI!<lI>•• ILII~ ... nat\l«(lme~_· 
 all over<kr4 J;eeIllflLllt of III:>riM 0011 (I( 
WMIV.n1r.Cm ~ the Ac«' III Clinmn: 

·WASHINCTON _ n. 0_ 

AdmlJ'oItlrtll<:l!l "" tlte1"«l ma,iI>r 
 again
r'tttsof IaJlJ'I)p(IJIId ••. 111 ~ 
10> PQ/!fl<;lj p.....,.,..Ns,. 

<IfmT CUnmn _ma1 elow lOd.Iiy 10~ gil "., tiI~ blank willi !.ho 
"'ttutina from bu falIbact I'IlSIrioImwpIC of III~ 4.tv­
u...u.",~1 tan"'; '"Y 01, &II Of'lpuol ~ 

b 1144 al:l'\k JW~ wh)o IlDI~ The -uma .. bonvwod 10­
UICI f'lOll'! • JIlIn" lI\ U>e New 'lbni '4'lOIII ,. CIlUI'I~ or ~nluon 
T.._ lui _UI Mloul the eI\CI'U ~ tlkma dl&md:neaJly i!tIPO" 
t.I", 1M I\:bjeQ !MY l:\.M! b6«I tilt s:hI~,*tny'-'A~ 
~ I.U. bullIIe ~_ s.. <>t $UC_ ~ rn..n.lll 
_ G-~_<:Wtd JUG H wrll ~ I"I'as $UWy,!:wI dtc _ 

IIaYe ~ WIW!I, .1>o!It Ule .amm­ ern wt~ MJ boil OIl! or ~ lu 
iwlot_'s-.~ 10 uu:ma ..,,; 1J'....,.~I\tII"'i' - .' 
~UiMahl! tare- Or ~ 
""...... III' IIIe :rulilary Q\" polltlaJ . 
QYIUI!:\- Of kamp mil ~ !t~ iwt the economy.
pcijey In Iflatt&/. [I~ poIit/cai WabiJity.If t!ttt1-s anytbnl tblo ~ 
«'lllI'Ilb:. it., fle1Qb\e:. [f llllu. Jin. 
.It p<V><:IPJ;t. ~ or I'<'iItf ~OI!tI'II>C!'&U<; ''''It(UWd doe lid· 
~ II WIll lIJt~ ..-nb "'ho:n j)'I'HtUte 

mlnow-doo had. ''"trally Ilf1Iedmmmu.u.:.OMh4I~~tt. 
~ lin'N.t'Jrall)( tilt I'!tf"lntl' w:iU .._ elf lift bM<! OI:\11inoU ot 

p«~" •10 tt¥ Jomt "NfHina.vl thaI cpo:n. "PrnKlmtClinton. ~,Wd"'I hi Flit thttudn J laUe vatkr\< til ..... Aile i:Ue1'Vlew; 'r'.... t)e'IUI"llr e;ump!c. htol'!! .$ lIIe ~I ot ....11«111> &II~ ~, propo'Rl.", frc:mt·p.lla<! $lIII"y b~ MlI:lIHl Winu Tho:ff's &JI'I)"!I ~, in .... • ~ Ih~N.!W 'l'br$l: Tlmu ~u1be <lthu 
~Il· /ll.ufl' Wbtlllt\"l!T ~u. ttl.- .....u. 

- •. ACIIAIlj( lfIybl)dy 1¢QIlI_ 1:1)"'""·WASHINGTON, Jun. 9- 8tn­ cliJInm.1'<'6k <*1 ~....ulalll \bt, ,,",.eI\' a <I.Iy alter &i~'", ulIl\\'ld,rnW I>rulooll I. w>tlldrwwirtc II;' ~ fu.. " $;1.3 lnl~or. In on thr liql 
"x\llpmnl_ln""ly\II<t~'~trim,,", ;I ~MITI ,.,UmH. 1'1''''';' lertM of m.. ffirMI !~"I t"''!1I'1 
btten W!).ked 001 ,""", 

p",,,, "''''11M'! " -td:U:Ml P<lIf :1:1' i. &:tile", II; """,.I«b. For 
«him'of1M Mkti'ttlU Dcmt!<7ll1 0</. u.rnrle,!tIt ~rtlJla.tc m~mt>e.rt 
tell'\! ... ljt!j~ Jfock a.,,; a nalkwlHy <>f C~na~, WM .lUtO: I""" ned'.t 
S>TI4i(oa1l«\' ,Q!w>wii/, «It ,ond'~ lC ~o tiM, with IN­

~UO<:'$ 1:Iru 'lkx. Afr.or.tll. 
IhII)' h.od been t6l~ how ''''''''rWn. 
how ~ 00w Crut::.ll .&lid Ill· 
lUI~~' p.I1! «!.hoOlnlol'\~ 
~IM_W.. _AAd~ 
hqw mud> 'II bcoWu :!lc'Ir SI:ppor'I
could _ tar Ibeu disttt<:u. 

Nco: all die ~ _rae4111' 
be W<a\t UI, tllimtn~,_ 
III wry wdl. ~ QUC':¢ the !\J> !WIY'"AI _ 1i.IMc, Colon _~e 
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TIlE III'rBGRATEIl TAX-:rRAIISl'l!R COIiCBn 

Vision: 

Welfare reform is difficult to achieve. On the one hand, we want 
to "end welfare as we know it," particularly continuing dependency 
on public assistance. On the other, we want children to be free 
from economic want t to have accesg to a sense of economic security. 
Finally, we want our public resourees to be spent wisely, 
specificallYt that our limited resources he targeted on those for 
whom the benefits were intended. It is very difficult to minimize 
welfare dependency and child poverty while targeting scarce public 
resources carefully all at the same time. 

Real wage opportunities for young heads of households bave dropped 
substantially over the past two decades. One recent study 
estimates that by 1989 nearly 15 percent of children under six 
lived in families that could not have escaped poverty even if the 
adults in their family were working and earning at their full 
capacity levels. This is because the family beads' earnings 
capacities were low due to poor education And other human capital 
traits. Such market failures must be addressed. 

Public assistance transfers must also be clearly defined. Are they 
truly entitlements that are provided to those who meet the 
categorical and income criteria? Or are they best thought of as 
temporary assistance to help a disadvantaged family over hard 
times, that is, a form of public loan that ought to be repaid if 
possible. 

In order to address these questions, we can, first# alter the tax 
rules so that the revenue system can be used to recapture some or 
all public benefits received by non-poor families. Second, we can 
alter the rules governing how earnings affect the level of benefits 
provided so that AFDC benefits can assist low-income working 
families escape poverty. 

By making these changes, dissatisfaction with the current system 
could be muted. The proportion of fwnilies who derive all of their 
economic support from welfare would drop substantially. The 
ability of low-income working 
poverty would be enhanced. 
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Basic Concept: 

The Integrated TaX-Transfer (ITT) proposal is designed to achieve 
four objectives: 1) reduce poverty among children in working 
families who otherwise would be eligible for AFDC benefits; 2) 
enhance the economic rationality of work over exclusive dependence 
o~ welfare; 3) more efficiently target benefits on the poor and 
near-poor; and 4) minimize the degree to which fraudulent and 
inappropriate expenditures are made in the current system. The ITT 
proposal attempts to achieve these objectives through two major 
initiatives: 



a. A rig~t~~ component that uses the tax system to recoup a 
portion of benefits that have been paid to recipients who turn 
out not to be poor when income is considered over the entire 
year, or who abuse the system by reporting differently to the 
transfer system as compared to the tax system, 

b. A s~ppliment or fl11-tbe-gap component that uses the transfer 
system to ensure that AFDe recipients who work or receive 
child support can have incomes that exceed the poverty
guideline or some specified fraction thereof before benefits 
are phased out. 

These two components are designed to work in tandem. Above a 
threshold, the tax system will be used to improve the target 
efficiency of income support programs; the revenue system will be 
used to recapture those public benefits going to the non-poor. 
Below an established threshold, earnings will not reduce transfer 
payments. 

Proposals: 

The basic proposals are outlined below. Specific parameters have 
been added to the proposals for purposes of clarity. However, at 
this point the conceptual framework is more important; the actual 
parameters can be established at a later time. 

A. Recapture COmpODODt. 

Because benefit eligibility is determined on a monthly basis, some 
families may receive benefits for certain months of the year, even 
though they have moderate total annual income. The recapture 
component will recover a portion of the benefit payments made to 
families with annual income that exceeds a threshold. 

Partial recapture would begin when: 

Income (AGI and perhaps EITCI + Benefits IAFOC, Food Stamps,
SSI, GA and/or housin9) exceeds a certain threshold 

Above the income threshold, benefits would be recaptured. A 
recapture rate of 15 to 33 percent may be reasonable. Further, at" 
some point, for example when total income exceed. 200 percent of 
the poverty guideline, benefits could be recaptured fully; that is, 
the benefits paid to families above a threshold could be considered 
an interim loan I which government would reclaim in whole or in part 
at the end of the year. This implies that the maximum amount 
recaptured mayor may not be limited. 

The recapture scheme should greatly reduce fraud and abuse. Under 
the current systemf individuals and families can benefit from 
claiming a different family status under the tax and transfer 
systems. A father (or grandparent, boyfriend) with earnings can 
claim head of household status and use his children to receive the 
EITC; a mother can claim the same children without using the 
earnings that formed the basis for EITC receipt and receive welfare 
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benefits. Coordinatin9 the two systems would require the unit to 
report to the tax system as they did to the transfer system4 As a 
deterrent to abuso t families which receive a bonus from working
under the tax system should know that the tax and transfer systema 
can communicate with eaoh other. 

It is also envisioned that one could not claim the EITC or child 
exemptions for any child for which the taxpayer owes child support.
The reoapture system miqht also apply to past due child support.
Finally, all refunds would automatically be matched against child 
support arrearages and 9arnished~ 

B • 	 Supplement Component 

Some states have chosen to Bet their AFDe benefits very low. 
Politically, we cannot do anything to raise the need standard or 
benefit level in particular states. However, if individuals work 
or receive child support, this additional income should be used to 
supplement benefits in low-benefit states (throu9h a fill-the-gap
policy), instead of reducin9 benefits as under current law. 

Need and Payment St,ndargi: 

States would continue to establish need standard. and payment 
standards as under current law. 

Earnings pisregards: 

A fill-the-gap policy would be mandated, with the minimum earnings
disregard policy as follows: 

o 	 A flat $100 per month disregard applied against earnings or 
child support received; 

o 	 A child care disre9ard; 

o 	 Plus a minimum disre9ard of 20 percent of child support and 
remaining earnin9s. 

In addition, 

, 
from those source. reaches that proportion of 

the poverty threshold. 

In effect, the Federal Government would establish a new break-even 
point. For recipients with earnings, states must ensure that AFOC 
benefits do not phase out completely until AFDC, food stamp',
earnings, and child support are equal to the poverty guideline for 
a family of three. This implies that some low-benefit states must 
disregard a higher percentage of earninqs and child support than 
20 percent. 



I.sues for Discussion 

1. 	 General Approach 

There are two fundamentally different approaches to the 
integrated tax-transfer concept: 

o 	 Count means-tested benefits as taxable income I i.e. 
include in AGI. Other parameters (threshold and 
recapture rates) would not be altered. 

o 	 Use a separate worksheet on the tax form to calculate the 
amount of public benefits to be recovered during the 
annual reconciliation. Rules that were different from 
tax provisions would be developed to apply to public 
benefits. 

2. 	 How might the recapture component workZ 

There are alternative ways of doing this but we start with the 
following considerations. There are four qeneric issues that 
can be discussed independent of the specific options presented 
below. 

a. 	 The Threshold. A threshold will be established and 
families with incomes above that threshold would have 
public assistance benefits recaptured. There are two 
potential thresholds: 

The first is the income level at which a family is liable 
for a positive tax liability, i.e. the tax threshold. 
This would place the threshold a little above the poverty
threshold at present. The virtue of this approach is 
that it appears more fully integrated with the tax code 
and a dollar of earnings is treated identically to a 
dollar of public assistance. The disadvantage is that it 
is not directly tied to the poverty line and is not 
uniform across family sizes. Also, several public 
assistance programs have eligibility levels above the tax 
thresholds which would add to the marginal tax rate. 

The 	 second standard or threshold would be set at a 
percentage of the poverty line (e.g. 125 to 140 percent
of the poverty threshold). The primary disadvantage of 
this threshold is that it requires a separate worksheet 
to a.dminister. However t it does make sense that the 
threshold set for the recapture proposal be set above the 
income levels at which benefits normally phase out. 

b. 	 The Definition of z .. come to be applied against the 
threshold: The income that would be applied to the 
threshold would be AGI plus some combination of the 
following pUblic assistance benefits: EITe, AFOC f Food 
Stamps, General Assistance, SSI and housing. 
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c. 	 The Recapture Rate. The two primary issues here ere 
implications for marqinal tax rates and whether the 
taxpayer has the income to repay the amount identified 
for recapture. In most cases, the amount recaptured 
would not exceed the amount of the Earned Income 'Tax 
Credit and thus repayment for families receiving the EITe 
is probably not a problem. In addition. where earnings 
are part-year, income tax withholding is usually larqer
than is required at the end of the year. This is because 
withholding tables assume those part year earninqs are 
earned steadily throughout the year. 

d,. Maximum Amount Recaptured. The maximum amount recaptured
would be the recapture rate times the amount of income 
above the threshold subject to the constraint that it not 
exceed the amount of public assistance benefits. This 
CQuld include AFDC, 55I, food stamps, GA, and/or housing
but probably not the EITe. It might also be a 
substantially smaller list of benefits and include only
AFDC and/or food stamps, and it might only be a fraction 
(a different percentage than the recapture rate--say 50 
percent) of the amount of those public assistance 
benefits received. 

3. 	 Administratiye Issues 

Under the Inte9rated Tax-Transfer conoept, at the end of eacb 
year the welfare office would complete a l099-type form for 
each person who had received benefits at any point during the 
year. Information provided on the form would include the 
recipient's Social Security number, the amount of total 
benefits received during the year t perhaps the number of 
months in which benefits were received, and total annual 
earnings. This information would be reported to the IRS 
electronically and would be distributed to each recipient with 
instructions about how to file their tax return. 
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993 

Mother & Children OIhor Adult C<lmbined ReducUon In Combined Oheo •• b1o Income 
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Oth.r Adult Tax 

11"1 fillng Flllflg -,- s_&. ~ a.wlkd: lK etA_ hell ti.ca. h¢t It5S Qf;."'~......I unit for: Arne + Tuod T..... otAQI+ £JTC + ofAGi +£lTC + of '&'1;1'"Slotu. 

• 
n Food Housing Ol$po$sbilll Ot.poubf& &Ern> a errc IIDt Totd e-ma T.......... To\:II s-1I,*~ lOU! ....db·
In· 0""" 

AFOC Klnd Adult Mother Stamps Subsidy EarnIng' me If'lCQMO Ineoma ..- -- .T_ • TuThtIltlJd ,.tS"~ 1.U·Po;wTIltWtid 

9,420 a 5,000, . 266 4,403 13,823 0 0 0 0 0 o •1 S dnf· · 
9,420 0 5,000" 2,000 6,118 15.538 0 0 195 0 0 02 HH dol· · 

3 · J dot 9.420 0 5,000 2,000 6,118 15,538 0 0 205 0 0 0· • · x S dnf 9,180 0 s.oOO 286 4,403 13,553 0 0 0 0 0 0 
5 X HH dol 9,180 0 5,000 2,000 6,118 15,298 0 0 155 a 0 0· 

X J J 9,180 0 5,000 2,000 6,118 15,298 0 0 145 0 0 0• · 
7 X X J J 7,808 a 5,000 . 2,000 6,118 13,726 0 0 a 0 0 0 

• 
, · $ dn! 9,420 0 10,000 0 7,643 17,053 0 0 0 0 0 0• 
, HH dnf 9,420 0 10,000 3,272 11,507 20,927 1,747 567 1,570 945 1,269 451 

J dof 9,420 0 10,000 3,272 11,507 (llb,9270) 1,753 573 1,773 955 1,077 25910 · · 
11 X S dnf 7,980 0 10,000 0 7,848 15,623 '0 a 0 a 0 0· 
12 X HH dn! 7,980 0 10,000 3,272 11,507 19,487 1,400 423 1,330 705 1,029 211· 
13 X J J 7,980 0 10,000 3,272 11,507 ~7 1,334 357 1,413 595 717 0· ,. x X J J 2,940 0 10,000 3,272 11,507 14,44]) 270 a 153 0 0 0 

· · S ""I 9.420 0 15,000 0 11,454 20,874 0 0 0 G a 0" 1. · HH dnl 9,420 0 15,000 2,362 14,753 24,203 2,265 942 1,570 1,570 2,292 1,701· 
17 J dn! 9,420 0 15,000 2,362 15,158 24,578 2,646 1,323 2,355 2,205 2,100 1,509· · 
1. X S dnf 6,924 0 15,000 0 11,454 18,378 0 0 0 0 G 0· 1. X HH dnf 6,924 0 15,000 2,362 14,783 21,707 1,665 692 1,154 1,154 1,876 1,285· 
20 X J J 6,924 0 15,000 2,362 15,158 22,082 1,921 949 1,731 1,581 1,476 885· 
21 x X J J 1,740 0 15,000 2,362 15,158 16,898 415 171 435 285 180 0 

Notu: If the other adult cl.ima the children for tu PUfPO$ilS. the mother's taxahl. tneom. II ..t equal to 113 of MIl bon.fits {when benefits fmJ taxed}, How.~t. what:! ttu. otMr adult dOGS 
not olalm tham, aU tax ralated to beMfl::S Is wttl'lMld from the mother's ben.nt.. WMn 1M other adult me. Jotn1ly with tho mother. hfSjbQr tax llebl.!lty eqlJab ttu.1r t;Qmblned tax mtnua 
the amount wilhheld ftQm tho mother', t)Gnafia-th9lncrament In the other adult. tax: lllbmtyfrom the chlfdfOlfs.run of benefrt3 Is aubtract.d 110m tho EITC. WMn tho tax thret­
hokl .. the buf$ of the b.nvflt claw back, tho tna.Jdmum bltru.flt roduot!on Is 25% of tot;,! b4!rudibJ; when 125% of tiM poverty ttvaahokl is OHd, 100% Of bon.filS ean ta clawed back. 



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


L 
I 
n 

• 

Number 
of 

Months 

Worked 

Curront Law Roductfon In Dlaeosable In como ..._ 
-~ 2Ka­.... 1$'" ea.. a.cJi: 2KCkwB.u. H'.Iro CWlw Iladt ,.... T_ 

ot AQi .. mc .. 01 AQl ... of AOI .. me ... of AGI. 

Annual Food ""'Ing O!aposa~ .me .em> .... Tolida.~ TOWS-llta 1'<1..1 BofM#llI. rol.&l e.1I.ttt.. 

e~mlng. AFOC - !ncom. -.. -­ .,- ­ .Tu::~ 1.l""h~ 1.t$~~ 

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

• • 
3 • 
4 lQ 

5,000 3.482 2.238 0 11.818 0 0 50 0 a a 
5,000 2,884 2.504 a 11.506 0 a 0 0 a a 
5,000 3,124 2,436 0 11.676 0 0 15 0 0 0 

5 1. 5.000 3,360 2.364 0 11,842 a a 56 a 0 0 
8 u __rt. MOO .. .. .. 6,119 .. .. .. .. - .. 

7 •• •• 10 
10 ,. 

10.000 3.462 1.248 0 16,217 1.180 332 1.178 553 an 59 
10.000 2.30a 1.352 0 15,167 802 174 915 290 614 a 
10,000 1.154 1._ a 14.327 499 48 705 80 404 0 
10,000 0 1.950 0 13,487 274 0 495 a 194 a 

11 11 wto IKItb 10,000 .. .. .. 11,507 .. .. .. - - .. 
1. 0 15,000 3,462 1,248 a 19,493 1.699 707 1,178 1,176 1.899 1.309 
13 • 15.000 2,308 832 a 17.923 1.132 411 785 785 1.507 916 
t4 10 15.000 1,154 416 a 16.353 566 236 393 393 1.114 524 

" 
,. 15,000 0 780 a 15,563 281 117 195 195 780 328 

te 12.,. tmn. 15.000 - - - 14.793 - - - .. .. -
17 • 20,000 3,462 1,248 0 22.308 1,699 707 1,178 1,178 2,886 2,559 
1. s 20.000 2,308 832 0 20,738 1.132 471 785 785 2.493 2.166 
1. .0 20.000 1.154 418 0 19.188 586 238 393 393 1.570 1.570 
20 1. 20,000 0 0 0 17.598 a a 0 a 0 0 

21 12 .,. tlntlll 20.000 .. - .. 17.598 .. - - .. .. .. 

Notes: 	ere tully Impl.m.m.d to th. 1996 kt'nls. Work axptn..~u. 10% Of a.amlng$ up to a cap of $8B per morrth. No child oar. .~n$" are assumed. The AFoe benefit 

....urn.. a. $120 Income dbnJgard. V1Ih&n no hOUSing -subtlety Is .~. tho food -stamp benefit calculation anum.. a. $103.50 0)(00111"& shalter eost deduction, 50% of 

tho rrncdmum. 1'hil housing tubsldy tHlne'llt caIcu1don anum••• 45th perc.ntlle FMR of $819 per momh for New York. When tho tax thr••hoId Is tM bu.1$. of the b9n.fit 

daw back. the maximum benefit mfuclfo1l.~ 25% of rota! beMfIta: when 125'% pereant of the povtlrty ihttI.hold ts und. 100% 01 benofItt can be clawed~. 
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993 

r",other Adult Mother'& Chlldrun Othar Adult Combln~ R.duct!on 1" Combined Ohe(aablo Income 

infJJJng • 'Mflt. ....... 1$"- (:la....Ak U"" a.. Buk
1$" ct._ ~u. 115'10 ct&w BackL FlllnQ 
I un!tfct: SlaW. AFOC+ T","" T.... ot AQf +EI1'C + of Am ... otAOl +mc+ of Mil. 

0 ...,n In· FC<>d Houalng Olsposablo Olspou.bll .."e 'IITC Mt To.... .,.ndb If>Wa-tIU T~hIIdtt. T"Itala-lIt, • 

• ElTe In.com. • TnThtllbl<f 1n·p<jl.v'T'IU$hh,AFDC Kind Adutl Moth" Slam"" SUbsidy 
E_ 

Ino¢f1'lo ...- ........ - TuThntt.14 1.2:S·PowThrlNd 


1 S dnf 9,048 7,894 5,000 286 4,403 21,348 666 666 1,111 1,111 617 617· · 
2 HH dnf 9,048 7,894 5,000 2,000 6,118 23,060 569 569 1,449 949 955 455· · 
3 J dnf 9,048 7,894 5,000 2,000 6,118 23,060 951 951 2,066 1,586 1,390 690· · 

, X S dof 8,808 6,394 5,000 286 4,403 19,605 405 405 676 676 182 182• 
5 · X HH dof 8,808 6,394 5,000 2,000 6,118 21,320 395 395 1,159 659 565 185 

X J J 8,808 6,394 5,000 2,000 6,118 21,320 690 690 1,651 1,151 955 455• · 
7 X X J J 7,236 7,068 5,000 2,000 6,118 20,422 558 556 1,426 926 730 230 

dnf 9,048 7,894 10,000 a 7,643 24,585 556 866 1,111 1,111 617 817• · · S 

9 HH dnf 9,048 7,894 10,000 3,272 11,507 28,449 3,555 1,319 2,824 2,199 2,523 1,705· · 
10 J dnf 9,048 7,894 10,000 3,272 11,507 28,449 3,937 1,701 3,853 2,838 2.988 2.140· · 
11 · X S dof 7,608 4,894 10,000 0 7,643 20,145 0 a 1 1 0 0 
12 · X HH dnf 7,608 4,894 10,000 3.272 11,507 24,009 2.488 875 2.084 1.488 1.783 965 
f. · X J J 7.608 4,894 10.000 3.272 11.507 24,009 2,648 1.035 2,643 1,726 1.848 1.030I. x X J J 2.568 6,972 10.000 3,272 11.507 21,047 1,787 591 1,803 985 1.107 289 

9,048 7.894 15,000 0 11,454 28.396 666 666 1.111 1.111 817 617I.I. · · • dnf 

· · HH dof 9,048 7,894 15.000 2,362 14.783 31.725 4.056 1.694 2,824 2.524 3.545 2.955 
11 J dnf 9,048 7.894 15,000 2,362 15,158 32,100 4.813 2.451 4,236 4.066 3,980 3.390 

1. · 
· ·1. · X S dnf 6.824 3,394 15.000 0 11,454 21.n2 0 0 0 0 a o . 

X HH dnf 6.924 3,394 15.000 2,362 14.783 25,101 2,481 1.032 1.720 1.720 2.441 1.851 
20 · X J J 6,924 3,394 15.000 2,362 15.158 25,476 2.907 1,458 2,580 2,430 2.324 1,734 
21 x X J J 1,368 5,472 15.000 2,352 15.158 21,998 1.896 936 1,710 1.560 1.455 66d 

. 
Notes: 11 th. other adul1 claims tha chlldraf\ tor tax purpt,l1l&S. th'" mother's taxab!9 Income Is set equm to 113 of her ben9fits (when benefita are taxed), H~r. when the o!.har adult does 

not etafm them, all tax toJabld to b9nilff3 It wil1'l1le-ld f.ool th9 mother's btiru/@.s. Wh9n 1M otlulr adult fifes jointly with the mother, hls/hee tax Ilabmty aquala t.lr oombln9d tal: mlnJJS 
m. amoun1 wr.hheld from th. mothor'. b9nafltl-th.ln<:tflmont In the other adult's tax lIabmty from the chRdrtcn', $hare of benefits b subtracted from the me. When 'thO tax 1hNt,. 
hold Is '!he buls of thtI MMiit claw baeJ.;, the maxlmum beMfit reduction Is 25% of total bCinefllo; when 125% of the poverty ttuashoklls used. 100% of be~ eM: be dawed baek. 

mailto:btiru/@.s
http:TuThntt.14
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN IN NEW YORK, JULY 1993 


L Number 
i 01 

" Mo"""
• Worl«Id 

1 0 

• e 
3 6 

• 10 

• " 
6 1:2.,,1t> bA1!. 

7 •• • 
9 10 

10 1. 

11 12: tw/9lmtls 

12 • 
13 • 
14 10 

15 12 

1e 1:h./o bnfl.. 

17 e 
1. • 
1. 10 

20 12 

21 U:w/Obnlla 

Annulll 
earnlng. 

0 

5.000 
5,000 
5,000 
5,000 

5,000 

10,000 
10,000 
10,000 
10,000 

10,000 

15,000 
15,000 
15,000 
15,000 

15,000 

20,000 
20,000 
20,000 
20,000 

20,000 

Curront baw 

Food Housing 
AFOC Suboldy 

6,924 2,124 7,894 

3,462 1,866 7,433 
2,884 2,132 7.606 
3,124 2,064 7,534 
3,360 1,992 7,464 

- - -
3,462 1,052 5,922 
2,308 980 6,279 
1,154 1,294 6,526 

0 I,BOB 8,972 

- - -­
3,462 1,062 4,_ 
2,309 708 4-,719 
1,154 354 5,128 

0 408 5,472 

- - -
3,452 1,052 $,947 
2,308 709 3,279 
1,154 354 3,626 

0 0 3,972 

- - -

ctapoaatH 
mO<lm. 
16~942 

18,879 
18,740 
18,840 
18,934 

6,118 

21,964 
21,074 
20,581 
20,087 

11,507 

23,740 
22,579 
21,417 
20,_ 

14,783 

28,069 
23,893 
22,731 
21,570 

17,598 

-­,.... 
..ITO _... 

668 

1,009 
959 
995 

1,029 

-
3,253 
2,932 
2,754 
2,578 

-
3,230 
2,811 
2,352 
2,120 

-
2,579 
2,253 
1,851 
1,432 

-

-
Roduetlon In Ol8E;osable Income - USCU:w: .. --- _......... lit,,, Q.Iw hoR ,.... ctl.Of+EttC+ .. .... of AGI +me • qf '\0$+ 

.. mcflOt TotIIta-tu. ............ Told 1kMm:t­ Totalll_lh»· 

""...... _TutbNlhfd • T ..ThtIhld 13S~ 13S~ 

866 1.111 1,111 617 617 

789 1,815 1,315 1,322 522 
768 1,781 1,281 1,287 787­
783 l,a06 1,306 1,312 812 
797 1,529 1,329 1,335 835 

- - - - -
1,194 2,814 1,989 2,313 1,496 
1,060 2,392 1,767 2,091 1,273 

986 2,268 1,643 1,968 1,150 
912 2,145 1,520 1,844 1,026 

- - - - -
1,344 2,239 2,239 2,961 2,371 
1,169 1,949 1,949 2,871 2,080 

995 1,658 1,658 2,380 1,190 
852 1,410 1,470 2,192 1,001 

- - - - -
1,271 2,118 2,118 3,826 3,499 

944 1,574 1,574 3,262 2,955 
770 1,283 1,283 2,992 2,585 
596 993 993 2,701 2,374 

- - - - -
Notas: 	 EfTC ftilly implemonted to tho 1996lovola, Work '''POnse oql.l1lls 10%01 e.at/'\lngS up toa capo! $88 per month. NochBd eat1IOxpeM" «fll uaumod, The AFOC benefit 


anume$ a $120 !o(:Omo dhl'Cl~. Whon no housing lubsldy Is avallab!e, tho lood stamp btneflt calcI.llatlon aasumD# a $103.50 OXe4Il' atultt.r oo.t dedtrotlon. 50% of 

the maximum, nUll hOl,lsrng 1;ub$ldy bonom oaIoulatfQn ...um•• a 45th p4lu'¢8nUlO FMR of $819 par month for New York.' Wh.n ~ tax trU1IWId 11 'th9 basfs of the ba-ne-frt 

cla.w baQf<. the mlUClmum bao.fit fliidwtlo'n oquaJ. 25% of total benefits; when 125% percent of tho povorty threshold I, used. 100% of bOnofits can bt clawod back. 


NY_ClWBK 	 19-Jan~94 



--C> 

01/21/94 
09:02 PM 

States 

CatI10mfa 

DISPOSABLE INCOME. FAMILY OF ONE PERSON. JULY 1993 
""'W"·..,....-l ... ct; • 

Annual Eamings 1993 1993 Taxabl. 
from 0 Hours Poverty Tax Income 
Work per Week Threshold Threshold J~jngLeJ 

{$4.25/Hou~ Sntts laxd 

o 6.816 6.950 490 

o 6.816 6,950 7.054 

ElTC X 
Chid Supp 

Col. A SSI X 
Food Sta X 
Housing S 

Fad....1 
Income 

Tax 

Annual 
Housing 
Subsidy 

[ Off J 

Annual 
SSI 
Jan~93 

Slngl.·LI 

Annual 
Food 

Stamps 
FY'94 

Disposabfe 
income 

74 o 7.440 o 7.367 

1,058 6.564 7.440 o 12.946 

SQSSSIDI 21.Jan-94 



--

-------

-

mc x 
Chid SuppDISPOSABLE INCOME, FAMILY OF.TWO PERSONS, JULY 199301/21/94 

~~""!
09:07 PM CoLA IS S I X 

Food Sm X 
.Housing S 

Annual Eamtng$ 1993 1993 Taxable Federa.l Annual Annual Annual 
from 0 Hours Poverty Tax !ncome Income Housing S S I Food Disposable 
Work per Week Threshold threshold Tax Subsidy JUI-93 Stamps IncomeIJOI fill!. 

States ($4.25/Hour) Bnlls taxa [Off I ~2·Peraons· FY'94 

__.._n_.
~ ~'U_~______UUN~w~____ ••___.~_...._ ••~__••__~~._~••• _____ ____• ........u ______ 


~-~..........
-~.~~~--. -~~---.-.. -_.._­
California 0 9,192 12,300 1,380 207 0 13,680 0 13.473 

0 9,192 12.300 7,644 1,147 6,264 13,6S0 0 18.797 

50$SSIOI 2hlan·94 



- TABLE B. REV!SED "" NU.MBcR Of FAMILIES RECEiVING TRANSFER PAYWENTS: AND AVERAGE BENEFIT. BY POVERTY U?VEl­

. 

No, ~ f"fl'II'1iIl$. utlt$!, lOON. (thou.} 

No. of chltdfEon under 18 (thw.) 


Number of tamlles. fecaiYIng AFOC (thou.) 
POreetll 01 fan'iies r~vlng AFOC 
Avecage aJ'VY.t1ll b$Oefi\ 
Total anoual ben$ti1 (trilq 

INul'J'\b9( of famMs receiving sst (thw.) < 

Paroonl of fanii$:$ f«»Mng $SI 
Avetag. amus b...... 
Total aMual beoof!t {mitt,) 

"""""., 1__ ,...iving F.od $\.""" (Ihou.) \ 
p~ of lanii," r~ food Slarnps 

Alfflrlg9 artnUa! b9MfiI 

Total annual b$nefll (d.) 


""orb".' lAmii" '''''''''''09 ho<I.ng sub$idy (\110•.) I
P9tunt of flmiies rOC8ivlng hooJM.g subsidy 

lwerage anrm' betllJfit 

TpLJil annual benefit (mil.) 


Number of famiHQ$ teoGiving ErTC {thQU,) 

PMeitnt of tamiies reooMng EITe 

AvwagQ f.nJlUai EIre 

Total oonuai EITC (mID.) 

Totlll transhn b&r'lIfflt$: AFOC.SSI,FS,housing (milt) 
Teta! uansflt!' b(m9fdt: pius ElTe (mll.} 

Source: The Urban Inslltute's l'R1M2 M()d~f 
Degnltlon$: 

AI doRa! amcUn~ bra In 1S94 dollar. 

<"94~<fr 95.":;': <.".., ...... ,..,.;"" \.""" ~ < 

3.132 7._ 2,781 13.223 13.518 63.006 
1.194 7,316 2.743 11.765 10.300 33,513\ 

228 1.969 531> 1.(149 ~5 .... 
7.3'4 2...... 10',3% 12.5% 4,2"'" ...,. 

$2.707 14.a42 13.0.0 $3.... 1 $3,263 $2.616 

$6'0 19.532 $2.... $6_ S..~2 $1.2911 

t.297 276 1,2U6 663 70. ... 2J)

" 16,4% ..... 9,1% $.1% 1.1% 
13.152 $3.531 14.336 $4.015 $4.138 $4;319$3_ 
~ $4,5S0 $l.195 $4,843 $3.021 

',053 3,654 1,223 4,2:47 1,356 651,.....33.6% 4G.20/0 43."" 32.1% 11),0% 
$l,7ll4 $2,3\3 . $2,OZ. $1,409 $Ill" $440 
$~,B57 $8,45t $2,470 $5,ll85 $1,i03 $269 

3 359 33. 1,920 i,221 397 
0,1%- '.5% 12:,1% 14.5% &.0% 0,6% 

$5.449 $5,192 $4,138 $3.91. $2,631 

$1 $1,958 $1.746 $7.945 $4.781 If,'" 

665 3,210 1,313 5.261 3,423 3,532 
21.6% 40,6% 41.1% 39.7% 25.3% 5.5% 

$338 $915 $1.214 $1,466 $1.020 $681 
m2 $2,ll37 $1,&73 $1,803 $3,4$1 $2,4OS 

$2,539 $24,520 17.455 $24.178 $10.968 1...52 
$2.631 $21.457 $9,129 $32,591) $14.459 $8.057 

'An­
104.667 

00,927 

5,449 
5.2'>t. 

$3.919 
$21,355 • 

4,183 
•.0% 

$4,058 
$16.916 \ 

12.252 
11.7% 

$1.65& 

''''''''. pov""Y 

A '" .""",1 


n,504 74,00/. 
40)1(\' 6S.5% 

1,061 19.5% 
1.4% ­

$2,980 .. 
$3,140 ·14.7% 

1,363 33,00/. I 
'.8% .. 

$4,526 
$5.258 3G~ I 


2.013 16.4% 
Z.6% .. 

~ 

~ , 

\!: .,., 
'" 

'" 
<=> 
en 

~ 
?i' 

~ -
g 

~ 

-... 
~ 

.,., 
~ 

?5 
'" ~ 
= 
&i 

4s.t;, s .f ~"'''!F'' I. 
');P7 • .c ,.-4 (,)t;=') 

:-0 

, 
$69, .. 

$2t),3t4 $1,392 6,6% 

4,23B 1,£18 ::1$.2% 
4.Q% 2.1% .. 

$4,127 $3,'" .. 
$17,492 II $5,8.')1 33.3% 

11,500 6$55 39.5% 
lGJl% 9.0'1'.. ,. 

$1,057 $Il4a .. 
$18,502 1M". 31.1% 

$7$,138 $1$,520 21.8:% 
$94,740 $22,516 23." 

"famiy" is defined to include r9tat~ suWamifiu at par\ of the JXimaty tanily. A f.amly may include mote tltwl one tax \UIlt,. 

Cbl!dr9(llUiI d&fined' M pttr$OO$ undor ags 18 who &1& not !he head (II' Sptlusa of e pritrWl f~ty Of an UtYeJatrKI subfemrly. 

IflOOl"M k( pwcsnt-oJ..povetty is ce$h lilta: IqdataJ incolM lax and FICA lax plus the cash vafue of Fo«I Stamps and housit\g M$idy. 

Famli&$ with nagaliv& net lncome aHI n~ shown separal$ly W1 ate inctudsd in thelQ{&l$, 

Notes: 

a., it8f1$l&r program simulatiot'ls US$: 1991 pI<>gfalll rules. The- EI1C e:akMatlQo uses 1996 rule:J. 
1>. TR\M2 usUmat&S may dilktr (rom achHtI p(ogtam data. 
c. SSI bel'l4tits 10 ehildten Uf'ldef ags 15, .00 b$neflts to the insliltrtiQoQjiled, an, not caplured. 

2 
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, TABLE 1 
AGGREGATE EFFECTS OF TAXING TRANSFER PAYMENTS: 

EITC CALCULATED USING NEW AGI DEFINITION 

All dollar amounts are in 1994 dollars. 

, 

, 

, 

:1 Number of families & unrelated iruliv. (mlll.) 
; Number 01 Children under 18 (milt) 

, 

I, , 

, 

, 

, 

, 

I, 

Federal Income tax liability 
Total tax liability ($bill.) 
Change from baseline ($blll.) 
Percent change t~om baseline 

Adjusted Gross Income 
Total AGI ($bill.) 
Change from baseline ($bill.) 
Percent change from baseline 

Federal income tax returns 
# 01 nOfiw$O tax returns (thou.) • 
Change from baseline (thou.) 
1# of returns with positive tax {lhou.} • 
Change 110m baseline (thou.) 

Poverty Counts. using aUeHax' income 
plus Food Stamps and housing subsidies 

Families (mill.} 
Percent of ramlilas 
Children (mill.) 
Percent of Children 

Poverty Gap, using atter~tax income
i plus FoOd Stamps and housing 'subsidies 

Size 01 gap ($bIIL) 
Ii 

, , 
! -Baseline ,AJte;rna1ive 1A2: Alternative 192: 

;Tax SSI.AFDC Tax SSt AFOC. 
, ; 

, ! 
104.7 ' 
66.9 

$438$ 

, 
; 

! $3.673.3 

99.762 

,, 85.088 ,, 

12.4 
11.6% 

9.7 
14.4% 

,, 
42.6 

, FS houslno subs. 

104.7 
66.9 

$439.4 
,$0,9 ;,

0.2% 

$3.711,7 
$39.3 
1;0% 

100.642 
660 ,,,65.980 
892 

12.4 
11.8% ,

9.7 , 

14.5% 

104,7 
66.9 

. o.W 
. 

$3.749,4 
$76.1 
2.1% 

101.463 
1.721 

67.403 
,,2.315 

, 

,12$ 
12.0% 

,10.1 , 
15,00/0 

,, 

42.6 42.9 , 
,Percent Change trom baseline 0,7% 
i 

0.1% 

~ 
Source: The Urban Institute's TRIM2 Model 

Definilions: 
"FlImily'· is def!)lCd II) include ~1lItt<I Nbfamiliet as pa:t oflhe primary family. 

A family m'ly inclmk mm: than em tax unit. 
Income fortht povmyC<ili::ulil£ion is ash. income, plus the value of Food Stamps and b.ousing wbs:idy, 

aflllr f«kru pIlyroll and income flU-

The ?Overty gap is the amount of money necetwy 10 bring aU farnilks and UNdated indhiduw up :IQ the poverty thruhold. 
wh.:re poverty is based on IliteM3X cash income p!ut!ho e.Ml\ ....alue qf food: Stamp~ and housing subsidies. 

<;hildren rue defined fl.S penon5- WIder ag,e 18 who are run tho head or~ of a ptimaty family anti urudated tubfMttly. 

Notes: 
J. lMs.: b3Sdi(kt .N:ltll\:lleS differ ilightly from Ihose m the 10/14 m~mo due tq $light tcchrtical4iffenmccs: in p:uticulu, 
t~>.e f'f!U~$ \lie I~ wmgIU ofllle fMnily he:id.. Whilt t.\blotS in the 10/14 memo usc !tie weight of thc head of the lax urut. 



TABLE <I'*"­ TAXING TRANSFER PAYMENTS: EFFECTS ON TAX LlABlUTY BY PERCENT OF POVE:.R.l'(, 

POVERTY BASED ON AFTER-TAx cASH INCOME PLUS THE CASH VALUE OF FOOD STAMPS AND HOUSING SUBSIDIES 


ElTC CALCULATED USING NEW AGI DEFINITION 

All dollar ",mounts are In 1994 dollars 

<50% 50.94~v/" 95-1 05% 1OS'1490/Q '150.199%r M~:':t:ll IV~t'k 
No. of families, wv;al. indiv. (thoU.) 

No. of ehHdIoo under 18 (thou,) 


Basefine 

Number ot fetutm wilh po$Uht& tax (thou,) 

Total tax IlabiIiIy (rmlt) 

Average tax liability per lamlly 

. 

Tax liability as % of total family Income 


A1terMtive 1M!: TID: 55l and AFDC 

Number ot return. with posillve tax (thtlu.) 
PSl'CIilnt chatl90 Itom baseline 

Total tax8abl1ify (miD.) 
Change from baseUoe (mitt.) 
Pereent change Irom baseliM 

Average tax Uabl~ty per 1a:miJy 
Change trom baseline 
Percenl change from baso[lne 

rax llablUtt.u % 01 totallamlly income 

AAematlve 192: Tax SSt. AFOC, Food StamP$., 
and hOo~ng subsidies 

Number 01 returns wllh positive tax (thou.) 
Percent change from baseline 

T	ota! ;ax fiablGty (milt) 
Change from ba$etln& (mill.) 
PefCtlnt change from baseline 

Average tax liability per fani!y 
Change !tom baseUne 
Percent change from baseM& 

Tax JiabJity as % of total family Income 

Source: TM Urban Iostitute's TR!M2 Modal 

O&finltions: 

3,132 7,900 2,787 \3,223 l3,SUI 63,986 
1.194 7.:Ue 2,743 11,765 10,30Q 33,561 

73 '66 547 4,428 S.816 70,755 
(-) (n,,,,,O) ($1,"0) (",,751) $9,504 $437,311 

($!l') ($3M) ($531) (n04) $703 $6,834 
·$,8% -5.3% ·5,6% -2.1% 3.4% 12.5% 

.7 SS7 594 4.673 9,<l42 70,922 
19.~. 25.9% 8.5% 5.5% 2.6% 0.2% 

1$294) In,'as) ($1,"') ($3,529) $9,ns $431.691 
(SS) $1. $22 $222 $22. $3'" 

-1.7% 0.5% 1.5% '.9% 2.4% 0.1% 

1$94] ("'53) (1523) ($267) $720 $6,840 
($2) $' $I! $17 $11 $S 

-1.7o/a 0.5'% 1.5'Y.. 5.9% 2,4% 0.1% 

·5JW. -5.3% -5.5% ·2.0-/.. 3.5% 12.5% 

90 725 '0' 5.406 9,390 71,083 
23.3% 5$,$% 2 • .8% 22.1% 6.5% 0.5% 

($""") (n,635] 1$1,273) $10,311 $43~ 
($5] $165 $20' ~ $S07 5 

-1.1% 5.9% 14.0% 37. 8.5% 0.1% 
($94) {"'''''] ($457) ($178) $763 $6,843 

($2) $21 $7' $105 $60 $I! 
.1.7% 

·5_ 
'.9% 

-5.0% 
14.0% 
-4.8% 

37.2% 

-1.3% 
U% 
3.7% 

0.1% 
12.5% 

104,667 
66.927 

a5,008 
$438,495 

$4,lBS 
10.9% 

a5,980 

Ul% 


$439,354 
$aSS ~ 
0.2% 

$4.198 
$9 

0.2% 


10.9% 


87,4<>3 
2.7% 

$441,596 
~$3,101 ~ 

0.7% 


$4,219 

$30 


0.7% 
10.9% 

"Family· is dafulod to Indude related sub!amltle$ as part of the primary tamlly. 

AIamlly may include mor., t/lan Melal( unit 

Children are defined as persons under ago 18 who are not the hltad Of $pOus& at a pr!maty lamHy Ct an lJfItS!.ated subfamUy. 

Income lor pert:(lnt-01-poverty is cash after lederallncome tax and FICA tax pltJs the cash value of Food StarrIp$ mnd housing subSidy. 

FamiOes 'Nith negative net inCQlT1& are not mown separalety bu1 are lnetuded In the totals. 

"Total famtly income- tncludli!s aD ca~ Income reported on lhtal CPS. but with simulated AFDC and SSIIn place of the 


reported amounts and wilh TAIM2·imputod capltal gains income, 





~-
 TABLE 6 

TAXING TRANSFER PAYMENTS: WINNERS AND LOSERS BY PERCENT OF POVERTY, 


POVERTY BASED ON AFTER·TAX CASH INCOME PLUS THE CASH VALUE OF FOOD STAMPS AND HOUSING SUBSIDIES 

EITC CALCULATED USING THE NEW AGI DEFINITION 

AU dollar amounts are in 1994 dollars, famity counts are in thousands 

INumber of families. unrelated indi\', (thou.) 

AliematiVe 1A2: Tax BSI and AFDC 

Lost $500 + 

Losl $250·499 

Lost $50·249 

Utlle or no change 
Gained $50 + 
Pereent of families lost $250+ 
Percent of families lost $50 + 

Average Los. $500 + 

AlternaliVe IB2: Tax SSI. AFDC. Food 
and housing subsidies 

Losl $500 + 

Lost $250-499 

Lost $50·249 

Little or no change 
Gained $50 + 
Percent of tamilles (ost $250+ 
Percent ot families lost $50 + 

Average Loss $500 + ' 

Source: The Urban InstHute's TRIM2 Model 

Definitions; 

3,132 

0 
0 

13 
3.104 

15 

0.0% 
0.4% 

0 
3 

15 
3.099 

15 

0.1% 
0.6% 

7,900 

14 
14 
83 

7,769 
21 

0.3% 
1.4% 

$621 

103 
85 

339 
7,352 

21 

2.4% 
6.7% 

$907 

2,787 

10 
17 
83 

2,697 
0 

1.{)"/' 

3.2% 

$679 

176 
91 

167 
2,354 

0 

9.6% 
15.5% 

$849 

13,223 

143 
191 
280 

12.603 
17 

2.4% 
4.6% 

$661 

1.047 
914 
937 

10,314 
12 

14,8% 
21.9% 

$874 

13,518 

136 
185 
216 

12,975 
6 

.2.4% 
4.0% 

$946 

578 
321 
578 

12,035 
6 

6,6% 
10.9°/", 

$1,067 

63,986 ! 

282 
329 
213 

83,145 
17 

1.0% 
1.3% 

$843 

375 
404 
484 

62,706 
17 

1,2% 
2.00/", 

$861 

104,667 

SSS 
726 
8S8 

102.411 
76 

1,3% 
2.1% 

$862 

2.281 
1,817 
2,519 

97,977 
72 

3.9% 
6.3% 

$920 

~Family" is defined to include related subfamilies as part of the primary family. 
A jamUl' may include more than one tax unit 
Ch~ldren are defined as porsons under age 18 who are not the head or spouse of a primary family or an unrelated subfamily. 
Income for percent-of~poverty is cash aftar federal income tax and FICA tax plus Food Stamps and housing subsidy. 
Families with negative net income are not shown separately but are included in the totals. 
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THE U R,B A N INS TIT UTE 

MEMORANDUM 

TO: Bill Prosser 

'.p
Keith Watson and John Sabelhaus ~" 

"' 
Taxing AFDC, S51. and Food Stamps 'Yothoyt taxiog housing subsidies 


DATE;, 1anuary 19, 1994 


AS you requested, we have simulated the proposal to tax AFDe, 55!, and the cash value 

or Food Stamps, without taxing housing subsidies. We have simulated this propnsol with two 

different specifications for the EITe. Under the first specification, the transfer payments being 

taxcd are not considered part of AGI for the EITC cal,1liation. Under the second, AFDC. 55!. 

and the cash ....alue of Food StampS are considered part of AGI for the me calculation; we wiU 

focus primarily on this speCification in this memO'. 

We find that when transfers are consideted part of A01 for the ETC calculation, total 

federol tax liability increases by 0.4% .bove the baseline to $440.5 billion. This is $1.1 billion 

Ie" than total federal tax lial>ility when housing subsidies are "",ed in addition to AFDe, S5l, 

and Food Scamps (alll:m.nve ffi2). However, the burden on families in poverty is also mitigated. 

When the ElTC is oalculated based on the old AGI C()ncept, total federal tax liability increases 

by 0.2% above the baseline to $439.4 billion. 

We refer t() the simulation in which AFDe. SSl. and Food Stamps are lUXed as 

Alternative e, Alternative el refers to the simulation in whlch AGl used for the me does not 

indude transfer payments. Alternative C2 refers to the simulation in which AGI used fot the 

EITe calculation does include tr~sf'(';;r payments. Recall that in alternative A, AFDC and SST , 
are the only transfer paymen:-<; whic~arc taxed, and in alternative B AFDe S51, Food Stamps. 

, , 

and housing subsidies are taxed: these two alternatives will be used for comparison. 

Simulation with ElIC ba~ed 011 new AGI concept 

The resultS from simulations lA2, ffi2. lUld IC2, in which the BITe is calculated u'in~ 

the AGI measure which includes transfer income, are shown in Table A below, As expected, the 
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changes for alternative C are greater than the change$ in alt. A but less than those in all. B. 

Total tax liability irtcreasc,c; by 0.4% above the baseline. compared to a 0.2% increase fOT 

alt. A and a 0.7% increase for aIt: B. 

The effec,s Oil families at less than 105% of poverty are closer to those in alt. B. however. 

Under alternative C, average tax liability for those families increases by 6,3% and the percent 

of poverty families losing $250 or more is 2.7%. 

Additional detailed information on alternative 0 

at the end of this memo. l 

can b

-fill ~ 

e found in T.bles 1.2.4.

Ir~ 
~/f''''''~ 

5, and 6 

q:;;pc­
0>>;.;C

*f.I
Table A 

Comparison of Proposals to Tax • 
with ElTC Calculated Based on AOI which 

! 

Baselio.¢ Alt=ir Alt. lB2 Alt. 10 

Total Federal Tax Liability (bill.) $438.5 $439.4 $441.6 $440.5 

Chll.!lge from baseline $0.9 $3.1 $2.0 

% change from ba.<eline 0.2% 0.7% 0.4% 

Families in Povmy (milL) 12.4 12.4 12.5 12.5 

Poverty Gap (bill.) $42.6 $42.6 $42.9 $42.8 

Avg tax liability, f.mill", <105% poverty ($331) ($328) ($304) ($310) 

% change from baseline 0.9% 8.2% 6.3% 

% of all families losing $25U+ 1.3% 2.7%3.9% 

% families <105% losing $250+ , 0.4% 3.3% 2.7% 

Note: All poverty measures are based on cash income plus the cash value of Food Stamps 
and housing subsidies after federal tax and FICA. 

Sjmulati'2!) wllll.EITC based on gig AGl concopt 

Under alternative C. with -EfTe \,;a1cula~ed using the old AGI com.:ept which. does not 

include transfer income. the total federal income taX liability increases by 0.2% above the 

) Table 3. which in previous memos has shown information for families receiving transfer 
payments. is not included \ll this memo but can be provided ar your request, 
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baseline to $439.4 billion. The number of families in poverty does not change by a significant 

amount and the poverty gap inc:rensc.s by of\.l)' 0.1 %. The average tax refund for families at less 

than 105% of poye:ny is $328, a 0.9% increase in tax liability from the ba.!>eline, Of aU families, 

1.3% lose $250 or more, and 0.3% of famitie, at le,s tban 105% of poverty lose $250 or more. 

Additional detail on this simulation is provided in the tables at the end of this memO. 

{\ note on Ibe value of bo]!sing ,ugsidies in IRIM2 

The simulation of alternative C involves the removal of th~ cash value of housing 

subsid.ie.~ from the list of items considered as taxab~ income, Obviously; the change in any 

family's taX liability from alternative B to alternative C depends largely upon the size of the 

housing subaidy which that family receives. However, the cash value of the housing subsidy 

received by " family cannot be determined with certainty because for families in public housing 

It is Wl in·l<ind benefit 

Thetefore TRIM relies on an impulAtion procedure in order to detennine the cash value 

of the housing subsidy. The cash value of the subsidy is equal to the fair market rent for an 

apartment of the required size in the same stale, minus the rent paid by the family. We believe 

that TRIM probably overestimates the value of the housing subsidy by overestimating the value 

of the apartment, assuming that public housing units are of lower quality than a similar apartment 

in tile same state. 

http:subsid.ie
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TASLE 1 

AGGREGATE EFFECTS OF TAXING 


AFDC. SS!. AND FOOD STAMPS 


AI! dollar amounts are in 1994 dollars. 

!lasellnel Al'ematlve ICl :'-A-l,=ern-a::: 
EITC BASED 

___.__~_~=_=-I__=-r=0N OLD AGI 

INumber of families & unrelated Indl\'. (mUL} lQ4.7 I 104.7 
Number 01 children unde! 16 (mlll.) 

Federal income tax liability 
Total tax liability ($blll.) 

Change from baseflne ($bill.) 

Percent change from baseline 


Adjusted Gross Income 
Total AGI ($bin.) 

Change flOm baseline ($bill) 

Percent change from baseline 


Federal income tax returns 
# of oon*$O tax returns (thou.) • 
Change Yom baseline {thou.) 
f# ot returns with positive tax (thou.) ~ 
Change flOm baseline (thou,) 

Poverty Counts. usjng after-tax tncome 
plus Food Stamps and housing subsidies 

Families (mU!.) 
Percent of families 
Children (mill.) 
Percent 01 children 

l 
Poverty Gap, using after~tax income 
plus Food Stamps and housing subsidies 

Size of gap (Sbill.) 
Percent change from baseline ~ 


66.9 66.9 

$43$.5 

$~,673.3 $3,7111.9 
S58,6 
1.6% 

99,762 100,866 
1,106 

85.0sa 86,213 
1.126 

12.4 
11.8% 

12.4 
11.8% . 

I 9.7 9.7 
14.4% 14.5%

II 
, 

42.6 	 42.6 
0.1% 

Elrc BASeD 
ON NJ:W A",G:!,.I-I 

104.7 
66.9 

100,758 
996 

86,307 
1,220 

12.5 
11.9% 

9,9 
14.8% 

42,6 
05% 

__=-~~-=__d-___~'~~ 

Definitions; 
"F~y- is deI1ncd to inciudettiMtd IUbPmitiUA$ ~ oftbe t>tiJnN'Y r.mIl)'. 
A family mllY inclildo UlQl'<: lAAU ~ ux lind, 

lnwrne for tl.¢ JiOvut)' <Aleulaliull b<.a.<,l\ ineomt.. plta t~ voduc o(f:ood Slamp:! and hol.'JW: 5Ilt'o;id),. 

ldkT ftdtrti PJlyroll md ioc<Jm()UX, 
'The pQVCl.1Y pr.p Is ,be OU'fIOUfll or m(ltI(I), lW;lesnt)' Ii) ttiog;Jj fJ1nilll:$ vv1 \l.!Irt'I!1ed ind,it.·idy;;,ols tip lO \l;c {>Oyerty ttu\'shdu. 

\ilh.~ I'CV\ll1y j .. blUed ('Zl.,tw-w.!,;\1~ ihtQ!Xl¢ pl~ tb¢ Ql$h valY;e til' FoC>d St<lmjl$ ,L\Hi bowS ~dic;t, 

QilldJl:~ 1lN- .""rUled u pc:nl>l'I$ "'Mc:t::.ee 1S ~om n'I>llbe ht;od or $POut~ tlf i\ Pd."D31Y tunU), O::i.I\ lIoMl+t<:<f lubtM;r,iiy. 

Nl)tes: 
I. The$~ ~M C$liaute3 (lifter sll&hdy frobll~ il"ltM 10114 l'!I¢1n<> dne f¢ sHcbt ttdm\«<l dif{<iren«.$~in; I»-"tiellll>l'. 

tbI:;c H$~s Y;~'; 140 wd$hl ofth<::: (llmily ~ whil1l: ub!u ill the 1<tj14 m~ll\u 1Ue tI~ wdeht uflb.: had or Inc I'\.>: Ilnit. 

http:Mc:t::.ee
http:pQVCl.1Y


TA6LE4 
~ TAXING AFOC. SSI. Alit) FOOQ STAMPS 

EFFECTS ON TAX UAS1UTY BY PERCEUT OF POVERtY 

AU doIle.r amoUflts are. in 1994 doilars 

r-~~""=-:-

No. oj famiies. l.IIYeL IndN. (lbauj 
Nc. of cti1dren under 18 (thou) 

Ba$$llne 

Numbel of leturns with PQaitiv.l3)[ {thottJ 

Tocallalilablity (milL) 

AvGfaQ19 laX lIabity per family 

Tax nablUty as % ollotai family lneom~ 


Att9(nati'lo\C1; Eire CALCULATEO 
USlNGOlD AGI DEFINITION 

Numbor of returns With I»Sitiv9lax (thou.) 
Percent d'Iangu from baseli® 

Tota! \al tlaNlty ~t) 
Chang eo from bas6h (frill.) 
P 9rcetlt change Item basOIine 

Average taX llabfity pet family 

ctmn9t' born baHIin~ 

Percoot dwnglt ffan ba:eeline 

Tax If.abWly as % 01 total family inoome 

Alternative 102: EITC CALCUlATED 
USING NEW AGtOEFiNIT/ON 

Number 01 (et\Xns with positive w (thou..) 
P aroont dlanQe '110m baseline 

Total "'" """..,. lniI.)
Clrange fromf>omlhe {mm.} 
Peroonf change ffom Qa!Jeiine 

Average tQ>: llabnity IW'f Iamfy 
Chiw~ftom~9 
PwC$'ll. cl'i3ng6lrom baseline 

Tax 1I.ati&tyu % oIkltaJfamlly i~ 
W"". "." 

Soume: ThO Urb::lll !~a TRlMl Model 

Dellnllion$: 

"Fami~· is detr'l9d to include reiated $~m111es as pM of the prtmery tamlly. 
A f3trl1y may In<:Iuoe mot9\hM ooe tax urit. 
Chl-drM atC dGtined at pertons U'\d(t! age 16 vAl:;) are not tI\e: Mad OI-SpOl,lSIit of a primary family 0( an unrelafed sUbfamily. 
Income lOt poroent.ol·poverty \$ ('.Il:$h aftt;r IWNaI fl(:QIM \ax Md fICA laX pll,iS the cash valu(t oi Food Stampa and holiSInQ f.llb$ldy. 
famil\a:$wiih ~ nel!noome ate no! shQvm s.eparatety but are inctudedir'lUvi b'\Ql$. 
"Total fBrrill'y lncoI'Tt8" f~ art cash lnoonm reported oo1h. CPS, but with dmulated AFDC and 551 in place of the 

fepOl1ed amounts and wl1h TRlMl~ <:a,PItaI gai.mt11lCO¥n9. 

I 

550% 5!'NM" 


3,t32 1.90<> 

1.194 7.316 

73 ... 
($21l9) (12.80") 

($92) (S354).."'" -5.3% 

SO ."
2.:1.3'% 44.7% 

(-) ($2.172) 
($5) $2lI 

-\.7% '.0% 
($9') i$361} 
l'I2) $4 

-\.7% 1,0% 

·5,8% ,5.2% 

.0 .00 
2"-3% 41.2% 
($2l)4) (12.660) 

($5) $140 
~1.1% 5,t)'Y.. 

($94) ($'337) 
($2) $1. 

·1.1% 5,0% 

·5JW~ -5.0:% 

05·1Q5$ .lCtS-l4!J%", 0% 

2,787 13.223 13.,518 6a.gSS 104.661 
2,143 11.765 1~,300 33,56i ~66.921 

..., 4,428 a,StC 10,1SS as.cas 
($1,460) ($3.151) $9,504 $437,311 $«13,495 

($531) ('1284) $103 $<3.834 .$4,1$9 
·5.6% ·2.1% 3.4"10 f2.$"',(, 10.9% 

.18 '.169 9,066 70,99:2 36,213 
7.7% 2.6% 0.... 1.3%'''-0% 

$439,431 
$20 $20. $229 $388 

1$'.400) ($3.471} $9,~ $431.699 
$<)42 

1.4% 7.5% 2,4% 0.1% 0.2% 

($524) ($2112) $720 $6,641 $4,199. 
17 $2' $11 $0 $. 

1.4% 7.&% M% 0.1% ..... 
-5.5% ·1.9% 3.5% 12,5% ",9% 

fi23 4,612 9,094 70,998 86,307 
13.6% t!.~;.. 0.3% 

...% j.""

($',323) 1$2....) $9.$87 $4:17.740 $440,453 

$157 $llS2 $31l3 $429 
$1.9681(1.13% 23.rM> 4.1)" 0.1% 0.4% 

(3475) ($216) $13' $6.,841 
S51l $.5 $2Il $1 $1. 

10.G+k 23,Co/.. 4.0% 0.1% 
$4~u 

0.4% 
. 10.9%-5.0% ·1.6% 3.l!% 12.5% 

~ 

z,'" 
<CD, 
= ~ 
>::,.,., 
"" -~ 
w 
a> 

= as 
:z '" 
z 
:cj 
-l 
<:= 
-l co 

...- "­

co 
--v 

'r) 

~ "" 
z 
P 
co 
w
'u 
~ 
~ co

"" co 
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TABl.E. 
TAXQIIG ~SSJ,ANQ FOOOSTAtAPS '" EFA:CTS ON 'TAX UAe BY FA1.m.V 1'fPE fOR AlL fAAl:!L1ES " '" 

PI dahl emout'ltS we n 1m ddla!s "'" 
" '" 

'fOTI\!. 

<=10,724 7.... \ 1,505 5,400 I ...,. 4,22' :2,~2 t04,M7 
~,$19 3,,02 ,92 5,1$2 6,00, "" ...,. ".1~ I ".W1'M3i '.>2211. 1 ~ '" 

Oaseh , 

HIJl'IIIlef CIt l*l\tll'llll whb pasIllw tIa (lhoIJ.) IO,6Sli 4.9891 ." 55,Q21 85,0$&..... I ,.. ""'. ,,., 

'" 

162 BiioWwllabmty(mIl} $5$.lW #$,013 ($2.0$0) ..... ....'" $293,57'" $4381195
$51,30$ \$5",,,, .... "~gol\YtItaoD tax liability per tilmi1y $S,l$:) '''''' $4,632 ($~) $',5\(1 $5>. 84,,<7 $4,169 1 


lax lillbity ., % ol lotal tacnlIy /l'\QOtT'II) 10.1"1'<; ...'" '.0% 9.4%· ...u'% 4.'" 2.$% w< \t,9% 10.9% 
 ci en 
')J\e(MMIC\:mc CAlCVt..ATED USING 

~ 
QU) AGI OEFlNITION I ,,,...4.951 00' ... ~,570 »6,2:13 '" P~eMnq"'fmmtzualine o.~ 8.27' \ ',,", 3.5% ,.,.. ,.... .....I """""""""''''"'" """'"'" ".7111 '.5% .."" .,.. ."" 

, ~ 

-.1 '" 5.'" '" "" 
Total \aX iablil)' vno.) S56,357 .... $aS,lIS \ '*',HO) $(/,461 .". 4$9,431 


ChMQe bom baWlil'llt {mi.} S'167 $70 "'Iot $10 S4Z m~ $1142 
"''''' 
P4'!CM\f cl\.ar"Ige: from bUllUoo 0,3"- 0.1% 8,5 O.4"\(. :t.... .""- 4,,,", .....'" '" '" .,'"
Av~ tl'( fabtitypei' fMlty S5,.255 $8,j4O .... ... 1 "",OJ 81,529 .,., "'" ~.1<1,$51 .,. ,.. ....",I ~.otn~n& $1s ... "" ". .. ...': I XP6ramt eIurtIgot 1tomb4sdintt 0.3 O_\~ I 0.4% 3.4% "" .... ....4."%'.'" ''', 

". 

T4:diabill'/yU %Qf\Ottd trunIIy lneorr. j lo.1'%. 12.2% Ol~ I IO.~ 

. 
]1 ..... ~... \ .",% .'" ."" ~'" II.... 

ItAtWfIati\.~ IC2!ElTC CN..OIJlATEO usm co 
wNEW AGI DEANITlOH w 

"" 

~ 


wI N..-",,.,,..__.,,,,,\IhO,,ll'··"" urn I ..... \ 86,307 

~ 

,., ,.,.. ''''', "'....p,w¢l.ml d'w!ge from basal1ne 1,0% 0,"" 6.3% '" '.". "" 1,2%1 9,0I:*.{. If,i,ov. 32,,,," t~% '"....,.Total lax ilablily' ~~ SG,G" 57,371 i 1,<Xl? (t,3o:l) ",14 440,463 '" 
, Ch~ from b.aseUn& (nilJ $4i3 ... 25~ , 

$7" .,.. "'" $4' .,.~ $' ...."71 2,..f'llftvnl cl\a(I~ Iron'lbUeline on 0'.1% 3M.. '2% ...... S.1~ 0:% O.~'" "" 
AWlrft\1& wx IlaWy pet lam\' S$,27t $8.'4Z $1,554 "'" .... .......", $4,253

$of.6" \'Ch~'Oml>adl& $lit "'".",.. '" ". ..... ." .IS .. $I' 
PfllQ9r'ltd1oaflgt ham bast'" ().7'!4 O.1'J1o " 33J% '2% lV%- ." 5,'" S.l"- a'''' J0.5'4 

Tax !lability as '%oj Ulitll Anfv IncCdW 10n. I • .,. ~.7'" ..... i 4.'" 2.7~ ..... ,1.'" fO.9%­.'"S..,..I«; 'n", t!lb*<lloud!Gk'. l1UMl Uodd. \ 
{nr",,~ic>n! 

"'f'~·,~......-t""""'fWI""~~ ItAoI); :HO'l"E.: AJoodr.,.f __.._ ......... 

CtOIII....."" .rtfi..........-....... 'P 1:1"", """_.. ...,.".. _-fl.~IMIiI1......~k:1I .....'-i1. 
 Ig
"1'l' "i'\~_..__...k.l'I.~..~ .... to...tf.o.<loi~~~......~ 


"'fT ..... F1-_ ""Yb"H: 11«..- __ .....foU.tiaIo ""'" ..,..,.... 

·:-l)wot(I!lU"'__ ."..):Ioo' ..boid.................... taai",. ..... ~....~.......""YWNt~ 


-r""'lm.jIy ......~ """"""''''c''''~H~'''''''CP$,boolrilo ",,~Arnc_.$$I"""olu..~ __....... n.u1J........~1c-b ""' ­
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TA6LES ~ TAXING AFDC.SSI, AND FOOD STAMPS 

WINNERS AND lOSERS 6~ PERCENT OF POVERTY 

All dollar amounl. are In 1994 dollars, fam~y counts are In IhousandS 

Number 01 famllles, unrelated Indlv. (thou.) 

Alternative 101: EITO CALCUlATED USING 
OLD AGI DEFINITION 

Lost $500 + 

Lost $250-499 

Losl $50-249 

lime or no change 
Gamed $50 + 
Pefcarl1 of tammes loS1 $250,* 
Percent of families fost $50 + 

Average loss $500 + I 
Alternative IC2; EITC CALCULA1ED USING 

NEW AGI DEFINITION 

lOSt $500 + 

Lost $25G-499 

lost 550-249 

lItOe or no change 

Gained $50 + 

PerCOllt of famlll•• lost $250+ 
Pereent 01 familleslOSI $$0 + 
Average Loss $500 + 

Source: The Uroan InsliMe's TRlM2 Model 

Definitions: 

3,132 7,900 2,767 13.223 130516 63,936 

0 16 4 66 132 265 
3 11 12 276 204 350 

~ 

on 
z, 
'", 
~ '"' 
x­
~ " 

-
~ 

~ 

104,667 

~ 
x 
3> '" Z 

487 B;
8Sa ~ 

13 15B 106 959 502 404 " 2,145 
3,101 7.694 2,663 11,901 12,673 62,950 , tOl,tOl ,,-.

15 21 0 17 6 17 76 , 
0.1% 0.3% 0.6% 2.6% 2.5% 1.0% t.30/o 

00 
~3_3%0.5% 2.3% 4.5% 9.9% 6.2% 1.6% 

$749 $574 $776 S700 $797 $764 

I 
~Y-, 

x '" 
z p 

3 79 50 666 252 359 
0 81 145 645 245 294 1,412 

1,416 
w2,11415 264 136 764 510 395 '" w 
~3,099 7,425 2,447 11,132 t2,504 62,920 99,646 w 
ro7615 21 0 17 6 17 co 

0,1% 2.0% 7,3% 9.90/0- 3.7% 1,0% 2.7% 
0.6% 5.7% 12.2% 15.7% 7.5% 1.6% 4.7% 

$951 $792 $792 $931 $555 $638 

"Famity' is dollned to inclutle rotated sUbfamilies as pan of iI.e primary lamDy. :-0 
A family may include more than one tax unit 

Children are defined as persons ul'1Cfel age 18 who are not the head Of spouse of a pdmary famity or ao unrelated sub(arTllly. '" '" 

Income lor per¢ent..()(~poverty is cash after federal Income lax and FICA tax plus FoCKI Stamps and hOUSing subsidy_ 

FamtTJes with negatiVe nat income are not shown separately but are included in the totals. 
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN IN NEW YORK, JULY 1993 

L Nurn"'" 
01 

n Months 

• Worked 

1 0 

2 • 
3 •
• 10 

• 12 

IS 1'.", linn. 

7 •• •• 10 

10 12 

11 U'_~ 

12 • 
13 •I. .0,. ,. 
16 Uwtoblltt. 

11 • 
1. • 
1. 10 

.0 I. 
21 1:11.,. boAftt 

Current Law Reduo1ion In ...._- Olseossblo Income 

AIm"'" 
EamIng. 

a 
5,000 
5,000 
5,000 
5,000 

5,000 

10,000 
10,000 
10,000 
10,000 

10,000 

15,000 
15,000 
15,000 
15,000 

15,000 

20,000 
20,000 
20,000 
20,000 

20,000 

AFOC 

6,924 

3,_ 
2,884 
3,124 
3,380 

3,482 
2,308 
1,154 

0 

3,482 
• 2,308 

1,154 
0 

3,462 
2,308 
1,154 

(I 

Food 

2,496 

2.238 
2,504 
2,436 
2,364 

1,248 
1,352 
1,666 
1,980 

1,248 
832 
416 
780 

1,248 
832 
416 

0 

"""Ing 
SUbsidy 

a 
0 
0 
0 
0 

0 
a 
a 
0 

0 
a 
0 
0 

0 
0 
0 
0 

........ 
,. ­

Ol$poubla ."'.-. ... ­
9,420 0 

11,818 0 
11,506 0 
11,678 0 
11,842 0 

6.118 

16,217 1,180 
15,167 802 
14,327 499 
13,481 214 

11,507 

19,493 1,899 
17,929 1,132 
16,353 566 
15,583 281 

14,783 

22,308 1,699 
20,738 1,132 
19,168 565 
17,598 0 
11,598 

- - - - --------- ­ - ­

....... ,.... 
.me.....­

0 

0 
0 
0 
0 

332 
174 
48 
a 

701 
411 
236 
117 

707 
471 
236 

0 

ofAm+mc+ 
TolitthMtlb 

• TOTl\HNd 

0 

50 
0 

15 
56 

1,178 
915 
10S 
495 

1,178 
785 
393 
195 

1,178 
785 
393 

0 

USCk.e.u...... 
TolIIlkMtIl.I ., ­

0 

0 
a 
0 
0 

553 
290 
80 
0 

1,178 
785 
393 
195 

1,178 
785 
393 

0 

la eta. BacII: 

of ACt! + IIT¢ ... 

rolala-lib~ 

i.2S"l'o¥1'lInhld 

0 

a 
0 
0 
0 

526 
369 
243 
111 

1,140 
904 
669 
550 

1,732 
1,496 
1,261 

0 

1'Sauthdl 

of Am+ 
TObiIC.um. 

i.a,s·P<;oYThnflJd 

0 

0 
0 
0 
0 

35 
0 
0 
a 

785 
550 
314 
196 

1,535 
1,300 
1,064 

0 

- -------- ­

Nota.: 	me fully lmpiamontad to the 1996levelL Work Oxp$f'lSO oquals 10% of oattlfng$ Up to A¢tip of $88 per mOlrth. No chITd care expel"ls", .... a$1u.lmlKf, 'TM AFOC benefit 

"sum••• $120 Inoomo disrvgard, When no howitng !9;ubsldy 1$ available. thil food atamp benefit oaklulatron aasumes a $103.50 exe.n lheltt:r C01t doductlon. SO% of 

th. maximum. 1M hofnlng autaldy b4tMftt C4deutttlcn .Hum.. 11\ 45th percerrtlfa FMA of $819 per month fOf Ntw York. When !he WI: thte*bold it th. baals ot the ben.fit 

claw back. tho maxlrnltm benefit reduction iJquab 25" 0' totaf btoefll:s; when 125" percent of !he povorty thrsilihold Is used. 100% of benef'ib can biJ clawud back. 


NY_CLWBK 	 19-Jan·94 
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993 

~rAdult r.. 
FlUng 

I 
L "'filing 

unit for: Status 

Other0 In· 

• AFDC Kind Adult MotM 
-

1 · S dol· 

2 HH dn!· · 


J dof• · · 
dofS• · 	 X 

5 · 	 X KK dof 
x J J• · 

7 X X J J 
i 

dof• · 	 · 5 

9 HK dof· · 
1O · · J dof 

· x S dof 
12" · X KH dof 

Moth.r" Chlld,en Oth.rAdult CombIned Reduction En Combined Ol_ea •• bl. Ineome 

a.MIIIs 8.-wllta 2M'CblwlBau lftCkWBut tf'!lo('.tl.~ U~¢"'.lht1 

MOC+ 	 lutld T.... ;:d A,OiI .. me + of ",Q:I-+ otAOl+me+ "M!+ 
Food Housing Obpoaable Olsponblo Hrre ~EI1'Cft6t Tot&le-.I!W ro.! '-11a. T*,-, ,-1It.. Tow S_nllla. 

Stamps Subsidy E'.amIng$ EITe Incomo I"""",. A....... ~TuThr*Jd • TnThnlhId 1~ 1.1lS·"ovThlaM/:I.".... 

9.420 0 5.000 286 4,403 13.823 0 0 0 0 0 0 

9,420 0 5.000 2,000 6.118 15.538 0 0 195 0 0 0 

9,420 0 5.000 2.000 6.118 15,538 0 0 205 0 0 0 

9.180 0 5.000 298 4.403 13.583 0 0 0 0 0 0 
9.180 0 5,000 2.000 . 6.118 15.298 0 0 155 0 0 a 
9,180 0 5.000 2,000 6.118 15.298 0 a 145 0 0 0 
1,608 0 5,000 2,000 6.118 13.126 0 0 0 a 0 0 

9,420 0 10.000 0 1.643 11.063 0 0 0 0 0 0 
9.420 0 10.000 3.272 11.507 20,927 1.747 567 1,570 945 762 271 
9.420 0 10.000 3.272 11,507 20,927 1,753 573 1.773 SSS 646 156 
7.990 0 10,000 0 7.643 15.923 0 0 0 0 0 0 
7.980 0 10.000 3,272 . 11.507 19.487 1,400 423 1,330 705 618 127 ! 

· X J J 7.980 0 10.000 3.272 11,507 19,487 1.334 357 1,413 595 430 0" x X J J 2,940 0 10,000 3,272 11.507 14.447 270 0 153 0 0 0" 
15 · S dof 9.420 0 15.000 0 11,454 20.874 0 0 0 0 0 0· ,. · I1H 	 dn! 9,420 0 15,OOQ 2.362 14,763 24.203 2.265 942 1.510 1.570 1,375 1.021· 
17 · J dn! 9.420 0 15.000 2,362 15.156 24.578 2.648 1,323 2,355 2.205 1.260 906 
18 · X 5 dnf 6.924 0 15.000 0 11,454 18,378 0 0 0 0 0 0.. · 

· 
X HH 	 dof 6.924 0 15.000 2.362 14.763 21,707 1.685 892 1.154 1,154 1.125 771 

2. X J J 6.924 0 15,000 2.362 15.158 22.082 1.921 949 1.731 1,581 886 531· 
21 x X J J 1,740 0 15,000 2.362 15.158 16.898 415 171 435 2SS 108 0 

NoUlS: It tho othel adutl claims tho chlldron tor tax Pllt'pi<mes. the mother's taxablo income Is $8t eq1.Ud to 1/3 of her Ml'Ulfltlll (whiIn bfin.nts at" tu;ad). However, whon 1he otn.( adult don 
not ctmm them, all tax related to b1Jneflta 11 withheld from thO' mothet. bilnefits. When tM other adult mOOs Jolntly wfth the mother, h!sIher tax UablJlty aqua iMlr combined tax minus 
the amount withhold from the mother', ben.fiI~-th.lncAm.nt In the o1h., adult's tax Uabmty from 1M chlldflln'. shef(f of benefits is $ubtt'aet9d from tho EITC. When the tax thru­
hold ia tho basis (If the kMt1efit claw l»Ick. 1M maximum be:Mfit reduction is 25% of total beneflts; wh.n 12S% of ~ poverty threshOklls used. 100% of btnefrts can bo clawed back, 

http:ben.fiI~-th.lncAm.nt
http:tf'!lo('.tl
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN IN NEW YORK, JULY 1993 

L Numbtlr 

I of 
n Month~ 

• Worked 

1 0 

Cu[c ent ~aw Reduction In DlseoaablQ incomo 

AMUaJ 
Eamtngs 

a 
AFOC 

6,924 

~ood 

2,124 

HOw,lng 
Subsidy 

7,894 

0"_10 
Income 

16,942 

hn,ftt. 

Till.:! 

• Ene
.",.,. 

666 

....... 
T.... 

.. me nol.,,­
666 

tRew.Bact 

"tAOJ+ IflC + 
Tollt lu,tll:II 

• TnTllfshld 

1,111 

2$" c;..wSgk...... 
totata-ft..
.,.."",.... 

1,111 

lRCU",Suk 

otACI+EflC+ 

Tofalr .o_II1a~ 

l.:2:S-h¥1'lu1ohJd 

370 

U""cuwaut 
of AOJ+ 

ToI&l8.n.IUt. ,....~ 
370 

• • 
3 • 
4 10 

5 I. 
5,000 
5,000 
5,000 
5,000 

3,462 
2,884 
3,124 
3,360 

1,866 
2,132 
2,064 
1,992 

7,433 
7,606 
7,534 
7,464 

18,819 
18,740 
18,840 
18,934 

1,009 
'959 
995 

1,029 

789 
788 
783 
797 

1,815 
1,781 
1,806 
1,829 

1,315 
1,281 
1,306 
1,329 

793 
772 
787 
801 

493 
472 
<lSI 
501 

6 12 ./00 bnrt. 5,000 - - - 6,118 - - - - - -
7 •
• • 

10,000 
10,000 

3,482 
2,308 

1M2 
980 

5,933 
8,279 

21,964 
21,074 

$,253 
2,932 

1,194 
1,060 

2,614 
2,392 

1,989 
1.767 

1,388 
1,255 

897 
784 

• 10,000 1,164 1,294 6,628 20,581 2,764 986 2,268 1,843 1,181 69010 

10 I. 10,000 a 1,606 8,972 20,087 2,578 912 2,145 1,520 1,107 616 

11 t2 w/O tH\h 10,000 - - - 11,507 - - - - - ­
15,000 3,462 1,062 4,433 23,740 3,230 1,344 2,239 2,239 1,777 1,422I. 	 •

• 15,000 2,308 706 4,779 22,579 2,811 1.169 1,949 1,949 1,602 1,24813 

14 	 10 15,000 1,154 354 $,128 21,417 2,392 995 1,658 1,658 1,428 1,074 
15.000 0 408 5,472 2o.e83 2,120 882 1,470 1,470 1,315 96115 " 

18 12 _/0 bnfts 15,000 - - - 14,783 - - - - - ­
17 20,000 3,482 1,062 $,947 26,083 2,579 1,271 2,118 2,118 2,296 2,099• 
1. 20,000 2,308 706 3,279 23,893 2,253 944 1,574 1,574 1,969 1,773• 

20,000 1J154 354 3,826 22,731 1,851 770 1,283 1,283 1,795 1,5991. 	 I. 
20 	 I. 20,000 0 a 3,972 21,570 1,432 596 993 993 1,621 1,425 

21 12 wlotlmls 20,000 - - - 17,598 - - - - - ­
Notes: 	EJTC MIy Implemented to the 1996 klvel •• Work 8XIX)(1$8.qUalt 10% of 9emlngS up to ~ Q1!Ip of $S8 p'r mQnUt. No ¢hDd car. oxponses at. &.Ssum.d. Tho AFOC bOMftt 

.assumes a $120 lncome dlsrog:ard. Whan no houelng .uta.ldy l$ avallabl9, th. food stamp bl;l~f1t ealcul.Uon assumes a $103.50 QXCOSS shelter cost d6duetion, 50%. 01 
the maximum. Tho hOUSl:lng t.l.lbsldy bon.fIt ¢al¢utalJon a,urn••• 4!5th ~re.nm. FMR of $819 per month tor New York. WhOM the tax threshold II: the buls of tho benefit 
claw back. tho mAldmum ~n.fd todUetion oqum 25% of total benQf!ta: whan 125% percent of the poverty throshold Is used, 100'%. 01 btlneflts can be claw.c! back. 

, NY_CLWBK 	 111-.1.0-94 
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DISPOSABLE INCOME, A MOTHER WITH TWO CHILDREN PLUS ONE OTHER INCOME EARNER IN NEW YORK, JULY 1993 

L , 
, 
• 

Other Adult 

In fiUng 
unit for: 

". 
AFOC KInd 

Tax 

Filing 
Status 

Other 
Adult Mother 

Mother & Children 

AFDC+ 

Food Housing 
Stamps Subsidy Earnings 

Other Adult 

DIsposable 

EITC Income 

Combined 

Disposable 

Incomo 

Reduetlon In Combined Dlsl20sable Income 

a,n,nb Benefit­ 2.5% ClIo .... Blck 25110 CIIow aack 15% Claw Back 1.5% Cia.... alck 

land Tul'd of ...GI + EITC + 01 Aal+ o'AGI + Ene + 01 .la' + 

• ErTC • ElTe no. lotlol Banallb Tobl Dln,lIb Total Blnlllb • Total Banent.· ........ ........ . TuThnhld • TuThnhId l.2S"PovThrllhld 1.2S·PovTh,ahld 

1 · · S d,f 9,048 7,894 5,000 286 4,403 21,345 666 666 1,111 1,111 370 370 

2 · · HH d,f 9,048 7,894 5,000 2,000 6,118 23,060 569 569 1,449 949 573 273 

3 · · J d,f 9,049 7,894 5,000 2,000 6,118 23,060 951 951 2,086 1,586 834 534 
4 · X 

• · X 
6 · X 

S d,f 

HH d,f 

J J 

8,808 6,394 
8,808 6,394 
8,808 6,394 

5.000 
5,000 
5.000 

286 4,403 
2,000 6,118 
2,000 6,118 

19,605 
21,320 
21,320 

405 405 676 676 109 109 
395 395 1,159 659 399 99 
690 690 1,651 1,151 573 273 

7 X X J J 7,236 7,068 5,000 2,000 6,118 20,422 556 556 1,426 926 438 138 

6 · · S d,f 9,048 7,894 10,000 0 7,643 24,585 666 666 1,111 1,111 370 370 

• · · HH d,f 9,048 7,894 10,000 3,272 11,507 28,449 3,555 1,319 2,824 2,199 1,514 1,023 
10 · · J d,f 9,048 7,894 10,000 3,272 11,507 28,449 3,937 1,701 3,653 2,836 1,775 1,284 
11 · X S d,f 7,608 4,894 10,000 0 7,643 20,145 0 0 1 1 0 0 
12 · X HH d,f 7,608 4,894 10,000 3,272 11,507 24,009 2,488 875 2,084 1,459 1,070 579 
13 · X J J 7,608 4,894 10,000 3,272 11,507 24,009 2,648 1,035 2,543 1,726 1,109 618 
14 X X J J 2,568 6,972 10,000 3,272 11,507 21,047 1,787 591 1,803 985 664 174 

" · · S d,f 9,048 7,894 15,000 0 11.454 28,396 666 666 1,111 1,111 370 370 
16 · · HH d,f 9,048 7,894 15,000 2,362 14,783 31,725 4,056 1,694 2,824 2,824 2,127 1,773 
17 · · J d,f 9,048 7,894 15,000 2,362 15,158 32,100 4,813 2,451 4,236 4,086 2,388 2,034 
16 · X S d,f 6,924 3,394 15,000 0 11,454 21,772 0 0 0 0 0 0 
I. · X HH d,f 6,924 3,394 15,000 2,362 14,783 25,101 2,491 1,032 1,720 1,720 1,465 1,111 
20 · X J J 6,924 3,394 15,000 2,362 15,158 25,476 2,907 1,458 2,580 2,430 1,395 1,040 
21 X X J J 1,368 5,472 15,000 2,362 15,158 21,998 1,896 936 1,710 1,560 873 519 

Notes: If the other adult claIms the children for tax purposes, the mother's taxable Income Is 80t eqlJ8.l to 1/3 of her bonefits (when bonems 81e wad). However, when the other adult does 
not claim them, all tax related 10 benefits Is withheld from the mother'. bonofits. When tho other adult files Jointly with the mother, hls/her tax DabUfty equals their combined tax minus 
the amount withheld Irom tho mother's benoflts-tha Increment In the other adult's tax lIabITlty from the children's sharo of benofits Is subtractad from the ElTe, When the tax thros­
hold Is the basis 01 the benefit claw back, tha maximum bonefit reduction Is 25% 01 total bonofits: when 125% of the poverty threshold Is used, 100% of benofits can be clawed back. 
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"'M-A"T-HE"M-A-T-'C"';AMEMORANDUM 
Policy Rea.arch. Ine. 

TO: Alana Lander and Bob Dalrymple 

FROM: Harold Beebout DATE: 1121,94 

SUBJECT: Materisls fot Fint l'l'CSClItalioo 00 Houoehold.s R=iving Welfare Benefits 
Conlract No.: 53·3198·3~31!-O63 . 

"I"M ma!erlab for the fim presentatlon proIillng households 1"e<:tli.mg benefits from the APDC 
6Ild Food Stamp Ptograms is attached. The purpose of theoe material> " to clarify the implications 
of the ~.et of households ~g bene!its for some of the pollcy changes being _mined as 
part of the welfare reform deliOeraticms. 

W. currently are planning to meet with you on Friday, January 21, to disc.... !his fun set of 
materials and the focus for additional work. 

cc: 	 Carole Trippe 
Bob Cohen 
loho DiCarlo 

"Od 	 3\:10/SN.d/"asn* Wd8't>': E:O VS ';: Z "10 

http:1"e<:tli.mg


PROFILE OF HOUSEHOLDS RECEMNG WELFARE BENEFITS 


INITIAL PRESENTATION 


A. INTRODUcnON 

This is the Ilm in a .eri .. of pr....ntatioos prolillng household& n=ivini Al'DC and food 

stamps. Th_ pm<cntatJom am intended to indicate the dMomty of the hnuseholds heing _ 

by the cummt programs. Issues being _ed include the nature of the larger household& within 

w'bid1 program ...i.."""" units are often ._OJ! .. ....,U as the fre<juCIley with which the 

household'. composition and receipt of benefits change during the year. 

L P....pe<tI.. and Sowu of Dale 

This proflle of hnuseholda receiving...,(fare is hosed on data from the 1990 panel of the Survey 

of Income and Program Participation (SIPF). Snapshot vi.... are ba&ed on December 1990. The 

cod of the year was chosen to £acilitate mall"'" ofpolicies thal might reconcile benefits re<elved and 

lUes owed in some manner at the ond of oach year, Longitudinal vi.... look back over the previous 

lllDDnths 10 determine how the situation of each bollS.bold changed since Janual)' in tenns of its 

receipt of AIDC and food stamps as well .. the _position of the household. Welfare benefits are 

defined as AIDC and Food Stamp Program benefits, 

z. ne Household Venus the Program UIIII VIew 

The picture one obtains of the oomposilio. and r..ourte& of units receiving welfare benefit; 

depends ,uhstantillUy on the oomprebellliven... of the view of the economic and social unit. For 

examplo, the view can he limited 10 • narrowly defillcd program fUlng or wistance unit within • 

household or it can encamp ... the entire ho_hold, The fUlng unit for SSI is ge....lly the 

individual For federal income u.es it is the individual or the married DOupie. For AIDe, it is the 

nuclear family with .ome """"plions, ana for the Food Stamp Program it is tbe .ct of persons within 

the clwelling unit that prepare food together with lOme ""ceptions. This presentation take" • 

1I 

€ :Od 



relatMlly broad view of the unit of intmol &lid uses the Cemus B.....u·. bous.eheld delinitie ... All 

attempt is ..ad. to ohew how the prognun film& will fall within the broadet he_hold d./b:dlion. 

B. 	 THE DECEMBER 1_PROFD.J!: 

For the profile howeholdl are clJwllicd accordln, to their o-mbet eomposition. The lim li<Ie 

d ...ifieatiOOl aU _lain c:biIdren age 18 end ...der. The fits. category eo",;'.. of bous.eholdl 

contalnlng only. rmuried couple BIle their children. The second consis.. of ••""Ie pare•• and 

her/hi! own c:biIdren. The third comilll of. thme g81!"",tiOD family elthough other people may aiso 

be pteaent. The fourth eoll&i<ll of two adults of opposite '"'" not married to each other and at least 

ODe own child. The fifth co",;'ts of househol<ls with c:biIdren DOt meeting lillY or the previoUS 

delinitioDl. The sixth categoxy contains hou.sehol<ls without c:biIdreo. 

1. 	 Compo.ltlOlI of Welfilre H""aohola. 

&ami_ing hous.eholda receiving AFDC or food llamps in D=ber by type of hou.sehola as 

.bO'Ml in Tabl. 1. we note """"al important patterns: 

• 	 Ahout 70 percent of the houseboldl receiving welfare have children age 18 or 
:yQWlger. 

• 	 Of the hous.eholdl with children """'MIlg welf.",. fewer than halt (46 %l .r.. 
single pa"'Dt families only. 

• 	 Ofthe househol<ls with children teceiving welfare, 37 percent have various eomplex 
compo,jtionslncbroliog three generation families (13%). two adults of opposite.ex 
not married to each other (5%). and other oompesitiooa (19%). 

1. 	 Type of Bonellt and eo..rag. 

Enminiag these lame households tect:Mng ~are in December. but focus.i:c,g on 'Whether they 

receive both AFDC and food .tamps .od .,hether aU the irulividuab in the household are covered 

as shown in Table 2. we find: 

2 

3'1t:10/SNd/"dCSt'\,.., Nd:£:~: £0 1>6 '1 Z 't 0 
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TABLE 1 

HOUSEHOlDS WITH WELFARE BY COMPOSmON AND BY TYPE OF RECEIPT 

He....balds will> Chlldr<a U.der 19 

D_b", '!\IIo Single ThrH TWo Other NoClilldt.. 
Welfare R....pt 1'...., Parent Gtucratloa AduIU Viii" LT19 Total 

All R ......AFPC 180 I,m 16 8 I,W 
&l'S 

All AFPC or FS S44 6IlI 8S 17 us 1,723 3,240 

ODly s.me Roc:olve 95 41 518 2201 570 ~13 1,821-

ToW 818 2,199 !QO 241 904 2,104 6,886 

P.,ce" by 11.9 3J.9 9.0 3.5 13.l 30.6 1000 
H••sebald Tn>. -



TAIlLE2 

I'RRCENT OF HOUSEHOl.J)S Wl'IH WELFARE BY 

T'iPE OF RECElFT AND BY COMPOSmON 


!lcuaelooldi with CbIldml U.dor 19-
No 

D........WelWo Two sto,Ic nr.. Two Other Cbilclr... 
R=lp. Paten. P ...... l G...raliott Adults Unlts LT 19 Tow 

ADa_.AFDC %19 70.6 2.6 0.0 7.7 0,4 265 
kFS 

AD AFDC or FS 66,4 27.6 13.8 7.1 29.3 81.9 47.1 

Ollly Some It_. 11.6 1.9 83.6 112.9 63,0 11.7 26,4 

Total loo'() 100.0 100.0 100.0 100,0 100.0 100,0 


Tow 818 2,199 620 2.41 2,104 6,886 


4 




• 	 AoriJ.u..u. ~ tJptSt. In I1IIl1 21 fII1l"1!1I'l of1oo=/uJl4 ,",ziving weif.,. did ..u. 
metnbm pa1fic/paltl1n _ HOC and /«ItI -.,... If the univ"". is limited to 
households with childsen, this proportion rises 10 38 pctt.ent. 

• 	 Of1M /We parmi fomllia nmrlne .,.q_. "'" tJUnI.r .....1..food SIIJIJIpl "''''''''g a11 
1M 1trIImben, and 22 pmwu -m ~ from _ progtfJIfU <Dl't1IinI; all dso 
1trIImben;, In 12 percent of the families the henclit does not""""" alItb. membe... 

• 	 Of,IIo s¥ptUtlll[/JllliJlei ....trine ..v-, mC/it IDlImhett ('12%1 .re covered by 
both AIDC and food ,tomp'. . 

• 	 Of 1M _ g<MrOIiJm lamll] 1>oonIwItb. In _ ~ dso bt:nt:/ils <Of., 4 

...,.. of 1M mtmbm (84""), This is even more Ir\le [or IW<l unmarried adult 
housebolds where the benefit _ • _ of memben in 93 pcn:ent of the 
housebolds, 

C. 	 COMPAlIlSON OF DECEMBER RECEIY.I'TO mOSK RECErl'ING DURING THE YEAR 

Considcn.ble inJight into the dynomies of paIllcipation durillg tbe ynar can be obtained by 

compsting the number ofhouseholds reeeMng ill Oecember with the number r_ivillg continuously 

throughout the year, and with tbe number receMng during any month of the year. £u,mioing these 

<cmparisons as presented in Table 3 lea.. to the following 6ndiDg>: 

• 	 _ all _/wid /ypt:!I, __.birds of the housebolds receiving welfare in 
De<:ember received bcneliIJ all 12 months. 

• 	 Across ..u. how.1wId typtSt. 26 pm;t:IIlmon howrholds nceiwd we!ftIFII 4/..",. time 
during dso year IhIm nm..u.,.q..... In Dtmnber. H~r, this pcn:entage varies 
widely across household types. 

• 	 SUrt/l parmi how,hoIds tend to have relatively 'table pat'""" of r=ip' over the 
year with 76 percent of the Oecembe. recipients r=ivillg benelits .U year and 
those r"""iving benefits at any time being only liS pctt.ent of the number of 
December reciplcots. Two u.omarried adwlS also tend to be relatively .lObl.. 

• 	 In _t, .1mjM "'" pi>mIt fw<uthoI4s hove very UJliltable patterns with th. 
Dumber ._iving benefits II any time being 165 percent of the Dumber of 
December recipients. 

Ifwe> look illilt at AIDe reeeip~ the patterns ore "'Il'similar for most household typ.. u 'hown 

ill Table 4. However, three generatioD families have much less .table pall""" of receipt .. do the 

tiny group of households receiving AIDC with no children ueder age. 19. Some of tho.e with 



TABLB3 

RATIO OF HOUSEHOLDS RECEIVING WELFARE IN DECEMBER 

TO AlL YEAR AND ANY TIME 


Ito...holds witlo ClliJdr'" U.der 19 

D_er No 
Wolf... Two Sing!. Thr.. Two Other Children 
Receipt P&roII' Pat.., GtDeratiOll AlIul.. UoJ.. LT19 Total 

_Welt. In 
Oec. 

819 2,199 620 l'A1 2,104 6,887 

R_IvedAll 
y .... 

SIl l/i17 418 1S7 487 1)93 4,643 

Received A:iJy 
11me in Y. 

1,34S 2,522 737 258 1,109 2,690 8,663 

ReoeivcW.1f.in 
0"". 

too.O!!; 100.0% loo.O% loo.O% loo.O!!; too.O% 100.0% 

Received All 
Year 

62.4% 763% 67.5% 653% 53.9% 66.2% 67.4% 

_Any 
TIme in Y. 

164.7% 114.7% HI!.9'/!, 101.4% 122.6% IZ7.8% 125.8% 
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TABLE 4 

RATIO OF HOUSEHOLDS RECEIVING A.FDC IN DECEMBER 

TO ALL YEAR AND ANY TIME BY COMPOSmON 


HoUJebolds willi OIiIdr... U.4or 19 

AFlX:­
Deoembu·WetM\ 
Recoip. 

Two 
Pat... 

SIo$l. 
Pami' 

1"1II'ee 
GeucrllioA 

Two 
Adult. 

OtlIer 
UIll.. 

No 
CbUdroD 
LT19 Total 

Re<eive APDC III 
D... 
J!.e<eived All Yeat 

Re<eived A:4y Tlmo 
in Y. 

184 

4SS 

1,679 

1,239 

1,889 

283 

S28 

158 

134 

166 

566 

309 

650 

4 

1!7 

3,091 

2,153 
3,775 

J 

~: 

Re<eiv. WeI!. iA 
Dee. 

Received All y..,. 

R...ived A:4y TIme 
in y, 

100.0% 

68.4% 

168.8% 

100,0% 

73.11% 

112.5% 

100.0% 

70,6% 

131.9'l& 

100.0% 

aU% 

10S.5% 

100.0% 

54.6% 

1I4.9% 

100.0% 

19.5% 

44&2% 

100.0% 

69.6% 

122.1'11> 
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cblldren ave:: 18 and in..cbool mil)' have I"" their eligibility. If we look just at """'ipt of food 

"ampa, there is oomowhat 1.,.. liability over tbe year. but there is I"" dilferenc",..mong hous.hold 

types with the """'plioe of two pareDt ramilie$ '" sllawu ill rable 5. Two pareo! famili.. again have 

much 1... slable pattern.< over the year Iban otber bousehold typeo. 

D. 	 HOUSEHOLD COMPOSITION CHANGE 

Housebold composition change repment! a serious chaUenge for Ibe administration of polldes 

wblcb attempt to reconcile benefilll r=ived ""d taxes owed .t lb. end of lb. year. For example. 

those qualifyin, for benefit! or earning the bulk of the household'. money may 00 inoger be present 

in the household in Dec.emher when .""'un" arc roconciled. 

This section _min.. lb. frequcncy witb which new member& enter households over the year. 

Olve. that -. are looking back over th. montbs prior to December, it is much ...ier to look back 

for Ibose household memhers present .t the end of Ibe year. Therefore, this ru.t e.aminatioo is 

limited to the freque~cyofpersons entering housebolds during the year and omits those leaving. Ooe 

approach to approxilnatiog the rrequeecy of botb CIItry aod exit """IOOmg birt'" is '0 double .he 

number enteriDg Dot ulI::luding births. It is owy approximate 'inee deaths will occur and entrances 

and exits may not be of equal magnitude. For example, as: marriages break up mothers and their 

children may $)'lIt.mat'eaUy eater welfare while the me. do oat rejoin welfare hOU3chold> in equal 

cumbers. 

Our """min.,lo. cfthe Dumber of bouseholds r=iving welfare that chaDge composition during 

the year .h""" that oomposition chang.. are oommoo. Tho noteworthy findings from Tabl. 6 are: 

• 	At",,, all NnmIvJId types """'" 19 pt1'<Dtl <l/ woff"'" lwuseMlds uperl£tu:e pmfItu 

mt<ri., dllrillg 1M ywr. About half of that cbange is the "",ult of births and half 

from other entrants.. 

• 	 q ttIlrrJIW, atIu.4ingblnhs, tqVa/s mu, rIIm 19p<n:mt is DIs. a ",ugh opplWdn!4li.on 

.!IMlUlmbt,<l/NnmIvJId O1mposldt>n t:htsnIJI16 NJlcruntlittt:binhs. At the casoload 

1....Js observed in the SIP}>. Ibat would amount to roughly 1.3 million welfare 

ho....bolds cbanging oo..position annWllly. 


8 
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TABLES 

RATIO OF HOUSEHOLDS RECEIVING FS IN DECEMBER 

TO AU. YEAR AND ANY TIME BY COMPOSmON 


Houebolds wItb Childr.. Uu4et 19 -
FS

December Wdwe Two Slagle nm Two 0111", 
No 

CblIdr... 
R.....pt Parent P&r9t Generation Adlllts Units LT19 Total 

Receive FS in Dec. 810 2,144 S2li 210 770 2,098 ;;,sse 
ReceivcdAlly.... 472 1.572 Wi !IS 427 1,384 4,316 

R_cd Auy TUn. 1~26 2,476 S!19 232 962 2.672 8,267 
in Y. 

II....... Well. ill 100.0% 100.0% 100,0% 100.0% 100.0% 100.0'1& 100.0% 
De<. 

Re<oIvo4 All Y .... 58.3% 733% 65.8% 54.6% 55.$'11> 66.0'1& 65.S'1& 

R.....vod Ally llm. 16M'iIi 115.5% 11UlI> 110.4% 124.9% 127.4% 126.1% 
In Y. 
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TABLE 6 

RATIO OF HOUSEHOLDS WITH NEW ENTRANTS 

TO mosa RECElVlNG WBLFARE IN DECEMBER 


Ho_l.. will! Childr.. U.der 19 

No 
December Welfaro 'l\vo Siq;. Three 'l\vo Other Chil4toD 
Receipt Parent Parent GeQ'IDltioD Adults Units. LT19 Total 

Receive W~e. W. 819 2,199 241 2,104 6,887 
Doc. 

Comp. 152 :no 116 96 86 0 671 
ChIllp!,N... Baby 

Comp. Chanpl 49 SI W S3 240 135 650 
Other 

Comp. 271 238 149 326 135 1,322 
Changed-Eotrants 

Receive Welfare in 100.0% loo.o'!$ loo.Q<J£ 100.0% 100.0% 100.0% 100.0% 
De<;_ 

Comp. 18.6% 10.0<)1; 18.7'.11> 40.0% 95% 0.0% 9.7% 
Chaop!,New I!aby 

Comp. Ch.uSod 6.0% 2.3% 19.7'11> ZI.K 26.6% 6.4% 904% 
Other 

Comp. 24.7% 12.3% 38.4% 6l.9% 36.0% 604% 19.2% 
Changed-Batrantll 

10 
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• 	 TIre JivpmIt;y 'If~~ also .aries greatly by h_obold type with 27 
percent of other bo_hold units _, • penoG cnlering other than • birth. 

E. 	 COMBINED 1I0USEHOlJ) COMl'OSmON CHANGE AND PART·YEAR RECEIPT 

rart.year receipt of welfare benefits was measured in a manner th .. is independent of the 

m...ure of individual> enlering the household. Therefore. the two soun:es of ohange can be summed 

to eotimat. the total change< ...ultiDg from both part-year receipt of welfare benefits and change< 

in compositiOl1 .. a new penon enten the ho....hold. The r=ultlng estimates of the comhiDed
• 

• 	 Acnw IIll /r;;lI.I1IiIoItJ IJptS 1M ""'" _~ aIinuIU of1M annbIn£d ~ 
01 cIoange Is dust J$ptmtnl olthl! _ ofIwusehDlds _....,,.,,q.,. in DeaernIier 
~ a clu!:ngf. At 1990 caseload levels, this implies 2.4 million hOllSeholds 
receiving welfare during the ye4r ha.. cbange<; iD receipt Of composition. This" 
the swn of26 percent receiving in rna.tm other than Decemher from Table 3 and 
the 9.4 pen:etlt of households recelving in December that had persons euter Ibe 
hOllSehoJd during the year other than new babies. Thus, it is conservative iD that 
it does Dot oount a new baby as a change in composition nor doe& it count the 
individuals tbat leave households. It also does not oount • ohange in the amount 
of the benefit a.s • wnge. 

• 	 A lII~r, billplau.riblo ..- Is 45 ptII'Oml. This is the sum of twice the entrants 
not DOunting babl.. being born pIllS the 2Ii percent receiving ill months other ,h•• 
December. 
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WELFARE TRADEOFFS 

COSTS 5-yr 10-yr 

HHS Proposal 

OMB Reestimate of 
HHS Costs 

14.9 

17.7 

54.8 

64.6 

OMB Medium Option 

OMB Low Option 

9.6 

3.7 

30.3 

10.1 

OFFSETS 

HHS Entitlement Reforms 

Cap Emergency Assistance 
Tighten Sponsorship for Aliens 
Target Child Care Food Program 
SSI Reapplication 
55! Deeming for Disabled Kids 

TOTAL, HHS 

2.1 
5.8 
1.2 
1.3 
1.1 

11.4 31. (est.) 

Additional Cuts/Taxes Heeded to 
Pay for HHS Proposal 

Additional Cuts/Taxes Needed to 
Pay for OMB Reestimate of HHS 

3.5 

6.3 

24. 

33. 

Potential Additional Sources of Revenue 

4% Gambling Tax 
33% Increase in Liquor Tax 
100% Increase in High.Alcohol 

Beer and Wine 
Phase Out Dependent Care Tax 

Credit for AGI over $90k 

Amount Still Needed to Pay for 
HHS Proposal 

Amount Still Needed to Pay for 
OI1B Reestimate of HHS Proposal 

3.1 7 
3.5 7 

.7 2 

.8 2 

6 
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Welfare Refonn Costs and Offsets 

HHS Estimates Extrapolated To 2004 


$10 bit 

$9bi1 

$8bi1 

$7bil 

§
§ 
.0 

'" 

$6 bi! 

$Sbil 

$4 bit 

$3 bit 

$2 bi! 

$1 bi! 

$0 bi! 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

PossIble Offsets 

1"--':'-::; 

3/9/9. 2,18 PM 




Welfare Reform Costs and Offsets 
Option A 

$10 bil 


$9bil 


$8bil 


$7bil 


$6 bil 


~ 
0 

:3 $5 bil 
:c... 

$4 bil 


$3bil 


$2 bil 


$1 bil 


$Obil 


1995 1996 

Possible Offsets 

1 

1997 1998 1999 2000 2001 2002 2003 2004 

3/9/94 2;18 PM 



Welfare Refonn Costs and Offsets 
Option B 

$10bil 


$9bil 


$8bil 


$7bil 


$6bil 


.~ 
:::l $5bil.-.c 

'" $4 bi! 

$3 bi! 

$2 bi! 

Possible Offsets 

1 
$1 bi! 

$0 bi! 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

3/9/94 2,17 PM 



FEB-01-1994 14:30 FROM TO 94567028 P.02 


DRAFT 
POSSIBLE REVENUE OPTIONS FOR W1!LFARE REFORM 

1 OtInyElTCIo_...aIona ~ 1 30 33 34 3$ ,33 
2 EtTC Inromtadon repo~g for 000 personnel '" c.,•.r. -ow.. ~ 0 10 58 ·59 e3 190 
3 ~ ..mpllaoce propoaaIs 

II kwtlinifH w[U-l11~ rote on gembUnvY!fnnltli* 11> 15Q,OOOto 36 pe~. 2" II. 4. 47 GO "e
b WIth~ nne of2S% on il:1II10,1Io'tt, e!'Id tJjngo 'Mnnlnga >' $7,500 154 59 11 '2 12 248 

~ c Roqujrllnlormatfan mpor'dni an v.inrnngs Ctf$10,000+ from "ambling 10 39 47 56 e. 215 
r~ofoddJj:14 Im_.%_...... "'nlt_tIOIng'........ '___) ...~~ 454 62e 1181} 693 777 Gj)
.!p 51......._onpiltolsand ...-..lrom'0%.. 25% 40 49 52. 55 69 


e _laX on _ "!'i<1fs from S1:lJjQ per proof gaIon 10 $16.18 563 res 760 752 745 
(tax would incfease from $2.14 per1W'! to $".l.tJtS p«1IftttJ 

7 Doubl.... on h/gII__ beer !currentnoIo6SU5 per """"Valon, 8' 111 111 112 112 
01$.331''''''' pocl<) 21 

o Ooublo tax on ~ vMtz (wrroflttmdl "'A6 per proof gallon. ttt$,21: ~r 23 l' 3' :>0 
7SO ... t>otie) 3/ ,., '" 

9 Ph.IrMoout dependent oare credltfor AGI betWeen S90,000 and $1 10',000 94 .88 175 185 

10 _ 30% __II> 05\1 of _ Security benol1lo ,.. oppoad to 50% un<le: 
 20 81 54 67 70 

current law) pak/ 10 no_en. a!eM. Till( h.. beOll __ under -._. 
11 Vofuntary v.itMoIdIng on unemployment compensation 67 30 2 2 2 103 

TOTAL.: 1,7~ 2.1U 2._ 2,000 2. 'fa:! 10.14:3 

Net. 11 All pr(l~~8$$um$dt:obe~.,on 111195. 
2J HIg~ cont.,. boet is beer wfth moretttan 5% of alcohol by volume, and cornsiaW primenly of maltlquof8 and the newice" beeTs. 
31 FOttIfted win." wine with more ""an 14% of alcohol by volume. About 10% at all wtM &Old would be mrectad. 

f. /J1~ ~. -I,J ~"'- ,.t!.,,4 QJ:; 

:f. 11.1- 17 ,...R 

)~. ;;:.~ 4.r - ....... -~~ "'4''' 1""2 "'>¥-? ~ 

f/, $....L 4V ~. UI ~ 
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G'Q&iUUi!&i 'AI. Revised 2121/94
lit>s 

ENTI~BMENT REFORMS TO FINANCE WELFARE PROPOSALS 

(dollars in billions) 

F1 95 96 97 98 99 FI 95 99 

cap Emergency Assistance 0.26 0.35 0.42 0.50 0.56 2.09 

Target Child Care Food Program 0.16 0.21 0.23 0.27 0.30 1.17 

Adjust S5I Deeming Rules 0.18 0.19 0.21 0.23 0.25 1. 06 

Reapplioation for SSI Cases Most 
Likely to Improve [being re-estimatadj 0.07 0.16 0.26 0.37 0.42 1.28 

Tighten Sponsorship and Eligibility 
Rules for Aliens 0.27 0.52 1.13 1.70 2.14 5.76 

Improving BITe and Related Tax and 
Transfer Policies N/A 

., , ' " 

'€" 
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E X E CUT I V E OFF ICE o F THE PRE SID E N T 

07-Mar-1994 01:14pm 

TO: 	 Isabel sawhill 

FROM; 	 Bruce N. Reed 
Domestic Policy Council 

CC: 	 Kathryn J. Way 

SUBJECT: 	 WR costs/financing 

Belle - ­

Richard may have mentioned to you that we discussed upfront job 
search at HHS this morning, and appeared to make some progress* 
Kathi, RiChard, Bonnie, and I pressed the pOint again, and for 
once got surprising support from the HHS rank-and-file. Lavinia, 
who runs the refugee program, and Howard Rolston, who likes job 
search, blew David and Mary Jo out of the water by pointing out 
that 1) upfront job search works, and 2} few states do it. I'm 
sure that when David and Mary Jo get over the initial 
embarrassment, they'll come up with some new excuse not to do it, 
but it was one specs mtg worth attending. 

. 
We're trying to arrange the costs/financing mtg for early Thursday 
afternoon~ Our WH group should get together well before then, at 
your convenience~ Kathi and I are at your disposal. 

I thought of a few cost and financing questions over the weekend 
that weren't reflected in the tables you gave Leon. I would also 
be curious as to your overall opinion of the accuracy of the 
financing estimates we have received from HHS and Treasury. 

Merets my list. I'm sure there are other ideas we've discussed 
and forgotten: 

Other Savings Within the Program: 

1. Upfront 	Job Search -- an earlier OMB estimate said 125m over 5 
2. Provide 20% of child care slots thru work program (or was it 
20% of work slots thru child care?) -- a very prelimary OMS 
estimate said 500m over 5 and 600m/yr in steady state 
3. Cap on work slots -- should save money in lOyr estimate, but 
not in 5yr . 
4. Time limit on WORK program -- ditto 
5. How much does it cost to eliminate the 100 hr rule but not the 
work history reqt? 



Unresolved Financing Questions: 

1. Cash for Addicts: can we save ANY money from the OA&A SSI 
program? (I saw Richard's e-mail of Feb 11) 

2. Are the non-immigrant SS! offsets that HHS proposed politically 
feasible? (eg, disabled kids)~ Can the savings from better 
targeting the child care food program be used to pay for the 
increased child care food costs OMB anticipates but HHS has not 
taken account of in its estimates? 

3. BITe savings -- for example, no BITe if no paternity is 
establ~shed. I know David's looking at this, but I don't know 
where it stands. 

4~ Someone told me we should look at letting states impose a tax 
on mail-order items, and target the S for WR. Bumpers has a bill 
that would raise about $2.5b/yr for the states. I have no idea of 
the political viability of this idea (I know it would fall hard on 
Maine, where George Mitchell and LLBean are based), and I assume 
it's been tried before and failed. But it occurred to me that 
perhaps we could use this for the out-year money as a fallback. 
Congress doesnft seem to mind raising taxes in the out years. I 
have not brought this idea up to HHS because I'm afraid they'll 
spend the money before we can raise it -- and I still agree with 
Leon's point that the overall package can't come ~n at much more 
than $25-30b over lOyrs. (Of course, this particular tax would 
only go to the states, which would reduce our overall costs.) 

5. The only items on Treasury's list that made much sense to me 
were the gambling tax and the phaseout of the dependent care tax 
credit at S90+K AGI. The Mainstream Forum plans to do the latter 
and use the money to make the DCTC refundable -- which might be a 
nice baby step on child care. 

Let uS know how it's going and what we can do to help. Thanks. 
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E X E CUT I V E OFF ICE o F THE PRE SID E N T 

ll-Feb-1994 09:31pm 

TO: (See Below) 

FROM: 	 Richard A. Popper 
Office of Mgmt and Budget, HIMD 

SUBJECT: 	 OA&A 55I and D1 Issues and Options 

This is in response to the information you requested regarding SSI 
& 01 recipients who are drug addicts and alcoholics (DA&A). We 
were not able to reach anyone at HHS and SSA today due to the 
weather. 

Eligibility Definition 
Individuals may be considered disabled under both the 551 and 
Social security 01 programs as a drug addict or alcoholic (DA&A) 
if they: 
- have a medically determined, physical drug addiction or 
alcoholism that has or will last 12 months or result in death, and 
- are unable to perform SUbstantial gainful activity because of 
the impairment 

CLARIFICATION: This is slightly different than what we told you 
late yesterday evening. As best we can reconstruct from the 
regulations and other information, DA&A is now the basis for 
finding of disability for both programs. However, inconsistent 
past implementation by SSA often led to benefit denial for 
claimants who did not have another condition that, in itself, was 
so severe that benefits could be awarded based on the other 
condition alone. For example, a physical condition such as 
cirrhosis supported the award without consideration of alcoholism. 
TwO court cases (McShea, Wilkerson) affirmed that substance 
addiction disorder 1n and of itself can be a medically 
determinable impairment~ The discrepancy in policy and practice 
apparently has been reduced as a result, and the clarification 
caused by these court cases may help partially explain the growth 
in DA&A awards. 

In addition to the above disability definition, 5SI DA&A 
recipients must: -- ­

undergo appropriate treatment for their addiction at approved 
facilities that must be monitored, and which must be free of 
charge to SSA and the recipient 

receive their benefits through a representative payee 
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Rolls Are Growing 
55! DA&A reoipients have increased from 24,000 in FY91 to 78,000 
in September 1993. DA&A recipients have also grown from 1 to 2.6~ 
of the total SS1 population during the same period. 72% of DA&A 
5SI recipients are male, with an average age of 42. 

Case breakdown of those who are impaired solely due to DA&A: ! 

551: 78,000 551 
01: 49,000 01 
Concurrent (subset of both): 14,000 

Hill Proposals I 
In addition to the amendment introduced eliminating benefits ,to 
drug dealers, the following legislation has recently been 
introduced: 

of S8I DA&A recipients 
drugs (alcoholism is not 

addressed). Removes this class 5SI recipients if they are 
determined to be using illegal drugs, or if they refUse to submit 
to a test. Its not clear how this would work in practice since 
the bill does not alter the current eligibility of drug addicts. 

senate Republican Welfare Reform bill 
Does not specifically address S8I recipients, but requires AFDC 
recipients to participate in treatment, with those who refuse 
expelled from APDC eligibility for 2 years. 

H.R. l712 
Requires VA&A recipients to participate in 3 consecutive months of 
approved treatment before being eligible for benefits 

other options! 

Eliminate DA&A as a basis of disabillt
t aEligibility would be limited to thosendividuals who have 

severe impairment, excluding any addiction. SSA estimates that 40' 

of recipients under VI have impairments solely attributable to 

DA&A. This option could terminate a large portion of recipients. 

Alternatively, the proposal could be phased-in for new recipients

only_ 


Time limit eligibility 

Flag DA&A cases for an early, thorough CDR reassessment. 

Alternatively, terminate benefits after certain period of time~ 


Assumption of adequate treatment availability may be important for 

this approach. 


Administrative Imerovements 

Some modest adminlstrative imprOVements could be pursued. For 

example: permit payments to qualified organizations (social 

service agencies, treatment centers) to offset their costs as rep. 

payees. 
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SSA's FY95 budget request for the SSI program expands referral and 
monitoring activities to cover over 75% of DA&A recipients by 
FY95. oompared to just 45\ in FY93. Outlays from this activity 
will increase from $4 million in FY93 to an estimated $36 million 
in FY95. HHS is thus continuing the policy of providing benefits 
to such individuals while enhancing the focus on referring 
individuals to treatment. 

HHS context; 
We understand there has been sharp disaqreement within HHS on 
revising current policy in reaction to Congressional, public and 
media criticism. Some within the Department favor altering or 
eliminating the payment of benefits to OA&A recipients, while 
others favor a more administrative solution of emphasizing 
treatment. 

We will pursue further with HHS early next week. 

Distribution: 

TO: Isabel Sawhill 
TO: Barbara S. Selfridge 

cc: 
CC: 

Wendy C. New 
Keith J. Fontenot 

CC: Lara L. Roholt 
CC: 
cc: 

stacy L~ Dean 
Thurman B. Clendenin 



Welfare Refonn Costs and Offsets 

High Option 
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Welfare Reform Costs and Offsets 

High Option With Other Costs Added 
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Adding New Revenues To Help Pay For Welfare Refonn 
High Option With Other Costs Added 
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Welfare Reform Costs and Offsets 
Medium Option 
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Welfare Refonn Costs and Offsets 

Low Option 
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SUMMARY PRICING 
Thtu Possible Option$ 


fDy fiscal year, in millions of dollars) 
 ~ 
SYear lOY~a.r S~ady 

3/10{94 12,45 1995 1996 1997 1998 1999 Total 2004 Total State 

A Subtotal Transitional AssistancefWORK o 
e Option' o 
C- Option o 

'PARllNTAr;REsP15~§iBill'i'i'l'i"~"l?i{ '"':;1-'*'~li','
'" 'h~"'h"'M/".. ,'>:"'~_"'-""'_"'"'"' ,,-,.~j~;:.rjf;jL ".,,g~,"' 

A Subtotal Parental Responsibility (5) 
~ Option, 10 

C Option (20) 

~'~""""'__~"M""_"~""'~" ..,~.. , , ," ;:, ~:m*<;;;0 "'J~'0:',~,J!.q.;~<l,:~.~!J..,!/!~;;., ~~~WA"~_"':'<; • :h-~". '''; {it "~ ,~:i~ 

A Subtotal Making W01k Pay o 500 1,000 1,.500 N!A 

~ Option o 165 335 500 N!A 

e Option o 000 N!A 


_nm_~ , !' -""""~~-=""4_"""*~.:li!t'"RmNV2.NTING'COVER.NM£N'Ti ~,,<) , - ,'';jih{~' 0" +;>"",;";pw~<..",..~""",,,_~mI:: ",n , 0 ,,;,' '""'"',."/ ;C,;. 

A Subtotal ReinventingGovernment o o o o N!A 
8 Option, o o o o N!A 
c.- Option o o o o N/A 

'GRAND,TOTAL /;;'"'" <i(,!{", ' :ii;' ~ i%~:,< ',', - do :.,;, !,,'~"·-~-~··-.YJ'_~Y__''':'-~'~',"
- " :~. '",., " ,0 ' fill>!"'»' ',,,., '" ~ i ~•••t.",_"",,~,.~4~.W~_ ~2m " 1!], ';'~':"":'" ,"""",," ,,,",' , "'~ '"-,,"'8'" 

A SllITI>.rAi­ (5) 1,120 3,410 4,580 5,&;5 N/A 

B s"btot.' 10 715 2,110 2.555 3,080 N/A 
C Subtotal -20 325 1,005 1,1)45 1,o7IJ N/A 

WORKING DRAFT 




DETAILED OPTIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAlJSTATE) 
Three Possible Options 0<1'" 

(ay fiscat ~ar* in millions oJ doUan) from ~ 
5 Y~,ar lOY... adjusted S...dy 

1995 1996 1m 1998 1999 Total 2004 ToW S.. .. 

.¥ .. ~.",,>., ..------, ... '~-'-~~'7':'~~~-'~-'-'~"_"~'"'''''''''''M'~'M'''''~''M''''' "" , .' ....'.'~ "" " 

~~ITlO!:1~!L~~§!@:IgFQllQ,,~BYW91!:K.lV • 

A JOBS Pnp: Case: Management fur Deferral' o 15 50 60 70 
8 Limited Case Mmfag_ for JOB5 P"I' o 10 25 3D 35 
C No Case Ma"'gmrm' for JOB5 ~ Q Q o o o 
A 	 Ad<litionaIJOBSSponding: A""",.. ""'Y<>'" 

in JOBS is in an education or training activity 

or job search 9 months out of the: ~ar. 

(about SO-" above the: leftl in a demo intmded 
to .mi~mnimwn pmidpation) o 260 820 940 9lIO 1,405 

A _1",1 reeslimate of Option A rosts 


(excludes EJTC, health care n;orm and part time 


work behavior ehan!;"') 


B 	 MOt't' rmlislk ~tWn It':'fJds in 

lOBS: Assumes t:PttYCnt! in JOBS is in sn 

eduodion or fntimng adivity or job 

"",rei! 7 "",.ths 011' of the yrm. 


C • 	 Upfron, lOBS"""'"for 3D d<zys b«vr' 
MOC"-fit 
M(Wt rt:I2listic ptlfJ~fion ltotls in 

• - J08S: AssImflS ~nt in JOBS:is in $In 

tt.btctltilm or training Qdivity Dr job 

$('.Qrdl7 months aut of the year. 


CSUBTOTAL 

WORKING DRAFT 3/10/9412,c PM 1 
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DETAILED OPTIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAIJSTATEl 
Three Possible Options Dolt. 

(By fiscal year, in millions of dollars) lIom 

A 	 WORK Program 

A technical reestimate of Option A costs 
(exdudes EITC,. health care reform and part time 
work behaV'klT changes) 

B • 	 Cap Ov..-hma.t $J,500/joblymr(I>S. $5,2S0i 
ThiS is"I'!""'i"",tely thlt spcmding '''''' 
ffljUim/ for community smria I-for­
..,1fart) ,.tw,Iu.. 
work-for_ 

~,.. WORi: Slft-.wnw ot-sm­
• 	 Urn;t time 011 WORK to 3 yeQl'$ 


then 75% of MIX + Food SImnps 

BSUBTOTAL 

C • 	 up Ov<rIItntl.U3,500/joblymr(llS. $5,2S0) 
• 	 Umit Tmte on WORK 10 15 yttm 

th'" 75% ofMIX + Food Stmnps 
• 1/5 WORK Slots i. Child emt/Monitoring 

CSUIITOTAL 

5 Year 10 Ye., adjusted Steady 

WORKING DRAfT 311019412:43 PM 2 
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DETAILED OPTIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
TItre. Possibl. Options D<!I.. 

(By fisca1 yearr in minions of d(dlan) hom 
SYtM 10 "Year adju'ted Steady 

D Cap lJu WorkSlct numbeT4t .4mand 0 0 0 9S 445 .540'*1 l,l211 ~:1~'6,$3U;~j (1.830) 
WORK ovemmd at $J.500 p<f '/01 

E Cap the Work Slot nl<l!lbtT at .5", and 0 0 0 9S 445 .s4iJl)'l 1,470 I!ii's;oziJiiII (6,640) 

WORK _hmd of $J.500 p<f ,lot 
F Cap til< Work 5101 ."l1Imol.5m an4 0 0 0 105 510 1!615~ 1,720 ~9;1i!illll (5,490) 

WORK ~ at $4.000 p<f slot 
G Cap the Wctk 51cd number III .7m and 0 0 0 105 510 

WORK ovemmd Of $4.000p<f slol 

H Porr-lime lWrkm: not eligiblefor 
MOC afltT two ymrs 0 0 0 110 560 iiiI6711}ll 3,170 !l12:29iI1III (2,3ro) 

A Savings in AFDe hnefib from CaHload Reduction 
(Savings in JOBS/WORK are Incorporated above) 0 110l (40) (90) 0(0) 

B Not Yd /:st;".lIid 0 (l0} (40) (50) (l00) 

C Not Yd eslimated 0 (10) (40) (90) (100) 

A Otild Cue f", JOBSIWORK Partlclpanto 0 240 680 750 870 
B !.tss Child O>r. Nttded 0 230 640 660 770 
C !.tss Child eo" Needed 0 160 4,10 450 S40 

.615.1 2,520 iIf:ill,&olfl (3,840) 

WORKING DRAFT 3J10/94 12:43 PM 3 




DETAILED OPTIONS 

PRELIMINARY WELfARE REfORM COST ESTIMATES (fEDERAUSTA TEl 
Delta 
from 

J:djust~ Sttady 

Three Possible Options 
(By fiscal year, in millions of dollars) 

A Transitional Child Care 
B AUmtatiwundt!'r~ 

C Altmuttivt under rtvitw 

A Fn:huu,:t'd Tun Case Managt'mml: 
B Cap !me management admin casts at $ 50 m. 
C Dtfer' 

A Economic Dt'ftloptnent: Mieroentuprisc loans 

and Individual Development Accounts 
B Modes! Ecmromic Dt:velupment 
c Dff'" 

A Subtotal Transitional AuistanctlWORK 
B Subtotal 
C Subtotal 

0 

0 
0 

0 
0 
0 

0 
0 
0 

o 
o 
o 

lIS 
85 
85 

30 
30 
0 

0 
0 
0 

!Il!1 
545 
385 

250 
250 
250 

90 
50 

0 

100 
50 
0 

l t950 
1,595 
1,185 

1998 

300 
300 
300 

105 
50 
0 

100 
50 
0 

2,785 
1-780 

1,340 

350 
350 
350 

lIO 
50 

0 

100 
50 
0 

3.000 
2.265 
V05 

5 Year 10 Yf'aJ' 

WORKING DRAFT 3/l0/!l41b131'M 4 



·. 
DETAILED OPTIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTA TEl 
Three Possible Options 

(By fiscal ~arr in minions of dollars) 

1995 1996 1997 1998 1999 
5 Year 
Total 

lOY,,,, 
20M Total 

Delta 
from 

adjust<d St<ady 
State 

A Rcquirt Minor Moms to Uve with Parents 
B NOcMngt­
c No change 

A Comprehensive: DemonstratiOl\ Grants 
B Nochangt 

C Nodtangt 

A Two Parrnt Provision: Quarters of Work 

and tOO hour rule 
B Quarters of Work Only 
C Quartm of Work Only 

A No additional benefits fm additional dtildftn 
(Family Cap al Stat< Option) 

8 NochanZ" 
C MllndatOry Family Cap 

0 
0 
0 

0 
0 
0 

0 
0 
0 

(35) 
(lSI 
(651 

(45) 
(45) 
(45) 

SO 
50 
50 

0 
0 
0 

(100) 
(100) 
(150) 

(50) 

(50) 

(50) 

SO 
50 
50 

440 
220 
220 

(110) 

mOl 
(375) 

(SO) 

(50) 

(50) 

SO 
50 
50 

680 
34(} 

J40 

(140) 

(140) 

(6(J5) 

(SO) 

(50) 

(50) 

SO 
50 
50 

945 
475 

475 


(150) 
(150) 
(SOO) 

WORKING DRAFT 3{l0f94 11:4.1 PM 5 
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DETAILED OPTIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATE) 
Th",e Possible Options Delta 

(By fiscal year. in millions of dollars) &om 
5 Year: adju>••d SI.ady 

Sta~ 

A Cbild Support Eruor«ment 

B Sam. tIS A, 1m1 highc <ompul.,."",Is 

C OPTIONB 

A Non<"("UStooial Parent Provisions 
B MrJ"'l N""-<1Isloditlll'ar<nl _ ... 
C Defer 

A A«e'ss Granb and Parenting Demonstrations 
B De{" 
C Defer 

A O1iJd Suppon Assurance Demonstrations 
B timi/and Cap CSA o...as 
C Defer 

A Subtotal Parenta.l RHponsibility 
'8 Subtotal 
C Subtotal 

10 

45 

45 

0 
0 
0 

20 
0 
0 

o 
o 
o 

(5) 

10 
(20) 

40 

85 

85 

3(J 

15 
0 

25 
0 
0 

o 
o 
o 

o 
5 

(60) 

(85) 

(25) 

(lS) 

85 
45 

Q 

3(J 

0 
0 

100 
50 
0 

460 
180 

(180) 

(85) 

(3(J) 

(30) 

110 
S5 


Q 


30 
Q 
0 

200 
50 
0 

795 
275 

(295) 

(375) 

(310) 

(310) 

165 
85 

0 

30 
0 
0 

250 
50 
0 

865 
150 

(635) 

WORKING DRAIT 3{10/9411:43PM Ii 



DETAILED OI'TIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATES (fEDERAUSTATE) 
Three Possible Options Della 

(By fiscal yellr, in milli.on! of dollars) from 
5 Year 10 'Ynr adjusted Steady 

1995 1996 1991 1998 1999 Total 20M Total State 

MAiffifG.woRK'PAY'l!IlIilt ~i~ > _____ ",>.~...... ,,,",,",,,/_ ~," /h· >< • ':%"., 

A Working Poor OtiJd Care 0 500 1,000 1..soo 2,000 

B Target. o.ild Care at Pamtls 26 and under 0 165 335 500 60S 
C Drfr-r 0 0 0 0 0 

A Advance ElTC 0 0 0 0 0 
B No Change 0 0 0 0 0 
C No Change Q Q 0 0 0 

A Subtot.al Maldng Work Pay o 500 1.000 1..soo 2,000 
8 Subtotal o 165 335 500 60S 
C Su&total o Q 0 0 0 

WORKINGDRAFT 3(lO/9412:4JPM 7 
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DETAILED OPTIONS , , , 

" 


PRELIMINARY WELFARE REFORM COST ESTIMATES (FEDERAUSTATEl 
Three Possible Option. U.lb 

(By fiscal year, in millions of dollars) from 
S Year 10 Year adjusted S"'ady 

1995 1996 1991 1998 1999 Total 2004 Total Slat< 

fREtNVE'NTI'N'G-'GOmNMOO"~~:~i?rF~gSk":,~.~M~",,,,,, '" _ ___.c___,_'"__""" /,,,,,,.,,, ".' ",eo ~ ....,~ %%,_, 

A 	 Asset R\tles$ fmng Unit, 
Simplification of Eamings 
Disregards; Arcounting: and 
Rt'porting Rules o 

Subtotal Re-Inventing Govern:ment o 
n No Changt o 
C NoCh4ng~ 	 o 

,-www"m"A' ,,'e~"J_f,ljIIFi!i''1I1HI~_' ,,GRAND,,,,,,,,,], t.s,'" _,/,m· ,.. ., ,'<~~;,,::::2":"::: '\ '"""_NNN,~"""",~",,,,,"'t,,, , __",'8'; ~" ,.< ••W.., ,"''' ",., 

A 	 TOTAL 15) 1.120 3,410 4,580 5,865 

» 	Total 10 715 2,110 2,555 J,cso 

C 	 Total (201 325 1,00; 1,045 1,1)711 

WORKING DRAFT' 3/10/9412:43 PM 8 
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DErAILE!:) OPTIONS 

PRELIMINARY WELFARE REFORM COST ESTIMATIS (FEDERAIJSTATI). . 
Th",e Possible Options Della 

(By fiscal ytar, in millions of dollars) from 
5 Year lOY... adjusted Steady 

1995 1996 1997 1998 1999 Total 2004 Total Statt 

!ornoN7A?EFnCTSi'6f;roTHmpROGltAii'srg~~~:01'~'~~h .. N~""'''''''''''''''&':''''"'''''''''~'''C''''U''''''';''';;''''''''''''''''' ~~ 'h_:.:t?~" "~~~;: .-0 

JOBS/WORK Systems Costs 100 300 300 400 
Indudt$ t$timaJt!S of StatelFedeml CO$ls to adapt compUltr and other under the new program, 

300 

Child A.'" Feeding Costs {JOBS/WORK/TeO 
The CACFP costs IWSrrialtd with expandtd child carr 

0 35 95 100 120 

Child A.'" Feeding Costs(Worldog Poor) 
'The CACFP ""Is associRt..t with apamltd child all'< 

0 50 100 150 200 

WORK Program 0 
Rtm"", EITCami H",Uh Dr< T<Jform _I Assump/ions 

0 o 10 60 

JOBS Program 0 
Rtm"", EITC ami Heal/h Care T<Jform _I Assumpliot/$ 

40 110 130 140 

Subtotal 100 425 600 795 820 

Sanctions 
Federal Match Rate effect on State behavior 
Food Stamps Interactions 
Mooicaid Interactions 
EITC Int('~ons 
Other Interactions 

NQt Yet Estimated 

Not Yet Estimated 
Not Yet Estimated 
Not Yet Estimated 
Not Yet Estim.iltcd 

WORKING DRAFT 3f1Q/9412:43 PM 9 
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HHS Preliminary Welfare Reform Offset Estimates 
E;drapolated to 2004 

5o)"'ar 10-year 
3/9/9419:50 1995 1996 1997 1998 1999 Tutal ZOO4 Total 

("..ap Emergency Assistance 1/ 0.26 035 0.42 0.50 0.70 
Target Child ('.are Food Program 21 0.16 0.21 0.2.1 0.27 0.45 
Adjust 55) Deeming Rule 2/ O.IB 0.19 0.21 0.23 '0.35 
Reapplication for 55l Cases Most 

Likely to Improve 2/ 0.07 0.16 0.26 0.37 042 ! ~'llIllililW28il 0.67. J'''"..... ' , 
Tighten Sponsorship and Eligibility 

l1",,~;," -:., , . '.'
Rules for Aliens 3/ 0.27 0.52 ill 1.70 2.14 !;Ji''';'!;(~ P3

-.,;-i!:if:!:..i' ~ 
Total 0.94 1.43 2.25 3.07 3.67 :.1.11.36 4.90 

Notes on extrapolations for 2000 ~ 2004 
1/ Assumes that undercurrent law. Slates would take maximum advantage of EA by 1999, with 

baseline growing by inflation afterwards. 
2/ Growth assumed to be at the same donar increment as between 1998 and 1999. 
3/ Assumes that continued immigration would keep savings growing slightly more than inflation. 

A 5% growth rate is assumt-'\l, 
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Possible Revenue Options For Welfare Refonn 
Extrapolated to 2004 

s..year 10-year 
3/9/94 1950 1995 1996 1997 1998 1999 Total 20M Total 

dollars in billions 

IA'l1Y ElTC to non-resident aliens 0.(1() 0.03 0.03 0.03 
EITe infoTTll<ltlon reporting for DoD 
personnel 0.00 0.01 0.06 0.06 

Increase withholding on gambling 
winnings.> $50,(00 to 36% 0.26 0.12 0,05 0.05 
Withholding t'at~ of 28% On boo, 
slots, and bingo winners :> $7,500 0.15 OJ16 0.01 om 
Require information reporting on 
winnings of $10JXX)+ from gambling 
regardless of odds om 0.04 0.05 0.(}6 
4% excise tax on net gambling 
revenue (except Stare lotteries> 0.45 0.63 0.66 0.69 
Phase out dependent ('arc lax credit 
for AGi between $90.00J and $110.000 QJl9 Q.19 0.18 0.16 

Total 0.97 1.03 0.94 0.97 

Growth assulnC'd 10 be at lhe same dollar increment as between 1998 and 1999. 
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Offsets for Welfare Refonn 
Preliminary Estimates: Option A 

$9 bi! 

$8 bil 

$7bi! 

$6 bil 

i'! 
o a:s 
'" 

$5 bil 

$4 bi! 

$3 bi! 

$2 bi! 

$1 bi! 

$0 bi! 

MandatoTY Savings Options 

andrers 

-t-...",.. 

1995 199'; 1997 1998 1999 2000 2001 2002 2003 2004 

3/18/9411;t8AM 
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Offsets for Welfare Reform 

Preliminary Estimates: Option B 


$9bil 

$8bil 

$7 bi! 

$6 bil 

ill' $5 bil 
,9 
= :B 
'" $4 bil 

$3 bil 

$2 bil 

$1 bil 

$0 bil 

Mand.toOl Savings Options 
3 . .,d Others 

+ "'" 

" ..1995 
., 
'-. 

. 
1997 1998 1999 2000 2001 2002 2003 2004 
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Offsets for Welfare Reform 
Preliminary Estimates: Option A 

$9bil 

$8 bi! 

$7 bil 

$6 bi! 

1! $5 bi! 
~ 
:n 
II} $4 bit 

$3 bi! 

$2bi! 

$1 bi! 

$O·b;; 

Mandatory Savings Options 

and rhors 

1995 E~;;\ 1997 1998 1999 2000 2001 2002 
 2003 2004 


3/18/94 I"'BAM 
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Offsets for Welfare Reform 
Preliminary Estimates: Option B 

$9 bi! 

$SbU 

$7bil 

$6bi! 

~ $5bil 
.9 
] 
'" $4 bil 

$3 bU 

$2 bi! 

$1 bi! 

$Obil 

1995 

Mandatory Savings Options 
end Others 

19% 1997 1998 1999 2000 2001 2002 20113 2004 

3/18/94 l1:23AM 



Offsets for Welfare Reform Option A Assuming Nonwelfare Impacts 


$8 bit 

$7 bit 

$6 bi! 

$5 bi! 

ill 
~ $4 bi! 

;S 

II> 


$3 bi! 

$2bi! 

$1 bi! 

$0 bil 

Mandatory saving;; 
options and others 

T~ 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

March 18 estimates 



Offsets for Welfare Reform Option B Assuming Nonwelfare Impacts 

Does not include two parent provision. 

$8 bi! 

$7 bi! 

$6 bit 

$5 bi! 

'" §
S $4 bi! 
:B 

'" 
$3 bi! 

$2 bi! 

$1 bi] 

$0 bi! 

1995 1996 1997 

Mandatory savings 
options and others 

1998 1999 2000 2001 2002 2003 2004 

March 18 estimates 



Offsets for Welfare Refonn Option C Assuming Nonwelfare Impacts 


$8 bi! , Docs not include t\VO parent provision. Non-AFOC child care would be about half the 
Option A level, and demonstrations would be 75% the Option A level. 


$7bil 


$6 bit 

$5 bi! 

i!l 
Jjl $4bil 
:.s 
<It 

$3 bi! 

$2 bi! 

$1 bi! 

$0 bil 

Mandatory savings 
options and others 

~"'''iY.'', . . , 
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

March 18 estimates 
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Offsets for Welfare Reform Option D Assuming Nonwelfare Impacts 


$8 bi! 

$7 bi! 

$6 bit 

$5 bit 

g, 
:=l $4 bi! 
:is 

'" 
$3 bil 

$2bil 

$1 bil 

$Obi! 

Docs noL include two parent provision or non-AFOC child care. 
Dem.onstrations would be half the Option A level. 

Mandatory savings 
options and others 

ReinVe7g Government (asset rules, etc.) 

....... -----­-
-r~ 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Matth 18 C$timatcs 



$8 bi! 

$7bil 

$6 bi! 

$5 bi! 

l! 
Jl $4 bi! 
:s 
<J) 

$3 bi! 

$2 bil 

$1 bi! 

$0 hil 

1995 

Offsets for Welfare Refonn Option A 


Mandatory savings 
options and others 

1996 1997 1998 1999 2000 2001 2002 2003 2004 

March 18 t;'Stimates 



Offsets for Welfare Reform Option B 
Does not indude two parent provision. 

$8 bi! 

$7 bil 

$6 btl 

$5 bil 

~ 
~ $4 bi! 
:s 
'" 

$3 bil 

$2bil 

$1 bil 

$0 bi! 

Mandamry savings 
options and others 

T .......... 

1995 19% 1997 1998 1999 2000 2001 2002 2003 2004 

March 18 cstimatt'S 



Offsets for Welfare Reform Option C 


$8 bil ., Do€s not indude two parent provision, Non-AFOC child care would he about half the 
Option A level, and demonstrations would be 75% the Option A level, 

$7bi! 

$6 bil 

$5 bil 

ill" 
~ 

$4 bi! 
:n 
'" 

$3bH 


$2 bil 


$1 hil 


$0 bil 


1995 


Mandatory savings 
options and others 

1996 1997 1998 1999 2000 2001 2002 2003 2004 

Mi\«:h 18 cstimat<.'S 



$8 bi! 

$7bil 

$6 bi! 

$5 bi! 

j $4 bi! 
:B 

'" 
$3 hi! 

$2bil 

$1 bi! 

$0 bi! 

Offsets for Welfare Reform Option D 

Does not include two parent provision or non-AFOC child ('ar(l'. 

Demonstrations would be half the Option A level. 


Mandatory savings 
op~ons and others 

Reinventing Covernment (asset rules, etc.) 

I ~"."_. 

T_ 

~~""""'i'''''''~~r::~~~='-'-'-''-r 

1995 19% 1997 1998 1999 2000 2001 2002 2003 2004 

Match 18 estimatC$ 



Possible Offset Options for Welfare Refonn 

Extrapolated to 2O()il 

S-ycat lo-year 

l' I"
.' " 

MlIllIl~lllI,X ;l.l!inp 0lllions Ur,!I~t CIlW!il!erati!!ll; 
" t 

1 Cap Emergency As'ismn",, 

2 Targe' Child Care I'ood Program 

3 Tighten Sponsorship and 'Eligibility 
Roles for Aliens 

Subtotal 

Other Sayings and Revenues. 

S!tvings 
4 Adjust SSt Parent to Child Deeming 

Rule 

5 R('appllcalion for $SI Cases Most Likely 
to Improve 

Subtctal 

T!J;:";',m Eligi!itlity 
• 

6 Deny EITC to nOll-resident aliens 

7 Phase out dependent care taxcredi~ for 
AGI between $90,000 and $110,000 

Subtotal 

PI,. ..... J.- tv- "'"' h / ~ .1" 7-0 I( 
c«C(.tw\~ 

1/ 0.26 0.35 0.42 0.50 

2/ 0.00 0.11 0.14 0.16 

3/ 0.27 0·52 ill 1.70 
053 0.98 1.69 2.36 

2/ 0.18 0.19" 0.21 0.23 

tJo 
2/ !lllZ !lJ2 0.26 0.37 

0.25 0.35 0.47 0.60 

4/ 

0.00 0.03 0.03 0.03 

M!1. 0.19 QJi! QJ2 
0.09 0.22 0.21 0.19 

3/18/94 10,41 AM 1 
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Possible Offset Options for Welfare Reform 
Extrapolated to 2004 

S:-year l()..yea{ 
1995 1996 1991 1998 1999 Total 2004 ToW 
dollars inbil11:otJ$ ~ 

Other Sayings and Revenues (continugd); 

T(1,J Compliance 4/ 
8 EITC Info re,x;:;;ng for 000 po""""",1 0.00 0.01 0.06 0.06 

9 lncrco$C withholding On gambUng 
winnings> $50.000 to 36% 0.26 0.12 0.05 1).05 

10 Withholding rate of 28% on kenaI slots~ 
and bingo winners> $7,500 0.15 0.06 0.01 0.01 

11 	Require information reporting on 
winnings of $10.000+ from gambling 
regardless of odds 
(except State lotteries) !1lll 0.04 llJ!:! l!JMi 

Subtotal OA2 0.23 0.16 0.17 

New Reyenue 
. 12 4'JO exdse tax on net gambling revenue 

(except State lotteries) 4/ 0.45 0.63 'OM 0.69 
t,~~. 

TOTAl: 1.75 2.40 3.18 4.02 4.67 i!I-"'~~02' 651~ 

Note:l on *~tnlPO!IUons ror 2000 - 2004 
1/ 	 Amlmft lM{und~ra.:rnmtlaw,SUltlllwould uM rt\lumum Adv.n1<Jg~cl EA by 1999. 

WlU\ ·~.ucliM growing by \l'IftIl:IOf' Ih..rwol.ros. • 
21 	 Cwwth...,me4 \0 ~ ,I the _ doUu IncnofntnlU M_l998 u.d 1999. 
31 	 A S'Ao growth Ulfl lsti!6umtd.. 
., 	Crowth RalflU$umed 1(0 ~ _t llw_dou.r!l'IQ'tfl'Imtu~ 199$md 1999. 

-­

3/18/9410;41 AM 2 



TABLE· PAEUMINAAY REVENUE ESTIMATES (FEDERAL AND STATE) 
(By nscsl yoar, In bUllans of dollars) 

Cap Eme'g4ncy Assistance 
~ 

Target ChUd Car. Food Pr09fllm 

Conform AFOC 10 Food Stamp' 1301'4 '-rtv 
Reduce by 1/2 
Reduce by 1IS 

Tighten SponaOfShfp and Eligibility RtIfa 
for AUans: 

Make curraro ~ar SSI doming n.rtn 

pemuulent and eX'!and to AFDC and 

Food Stamps and Umit an1&t.a.ne. 

PRUCOlS 


Emnd deeming period to 7 yean 

Extend Q9lJming period to clti:z:anshl 


EITe: Denial 10 non-resident ~t.llen4 
Info reporting for 000 pefSOflflII: 

GambHng 

IncreASiJ withholdIng on 94mb!!ng wiMin 
>$$0,000 to 36% "' 

Withholdmg rate of 28% em keno. ,I, 

I'lnd bingo winneI"$' ::> $1,500 


Require iJ'\formation reporting on 

wtnnlngs of $10.000+ from gamb! 


fegtU'dl$$' of odds (exC'8pt State 10' 
 "I 
5':' exdsa ta;K on net receipts of gam , 

••tabUshments (oxoept State totte 


OUHlf: 

Ptw\.e down dependent care tax Clil :)%for 
A.GI over $70,000 

~ ~ ~ ~ ~ ~ ~~~~~~~~~~-

OPTION 1 (5 Yr Deeming. No 130% Income T&$1) 

OPTION 2 (1 Yr t)eemfng. 113rd 130% lnoQm9 Test) 

OPTION 3 (Deem to CWz~IJ\$hlp. 1/2 130% T"'$l) 

OPTION 4 (D••m to CitiLGn$hlp. Full 130% Test) 

5Yoar 
T.... 
2,12 

\).57 

.,SO 

"." 
4," 

2.14 

3,45 
.,SO 

0.32 

0.52 

0,25 

0.22 

3,95 

(H8 

~~~~~~~~~ 

11.47 

16.84 

19.03 

22.52 

5Yoar 
FlKier:a! 

2,12 

1>57 

3,64.... 
.,56 

Ut5 

2.3. 
4,61 

0,32 

0,52 

0.25 

0.22 

3.95 

0,78 

~ ~ ~ ~ ~ ~ ~ 

10.58 

13.61 

15.32 

11.24 

10YeM 

Toto' 
5,66 

2.29 

19,1S 
$,59 

12,78 

9.10 

11,99 
23.$5 

0,90 

0,81 

0.31 

0,64 

9;\4 

1,67 

30.52 

46.19 

54,96 

64.55 

10YeM 
F9deral 

',56 

2.29 

S,49 
5,28 
7,OS 

6.11 

7.!19 
16,29; 

0,90 

0.81 

0.31 

0,64 

9,14 

1.67 

21.53 

36.44 

412.99 

..."" 
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Possible Offset Options for Welfare Reform 

Extrapolated to 2004 

S-yea:r 1(}-year 
1995 

dollars in 

Mandatory Savings Optim:ls Under Consideration: 


1 Cap Emergency Assistance 1/ 0.26 0.35 0.45 050 


2 Target Child Care Food Program 2/ 0.00 0.00 0.18 0.19 


3 Tighten Sponsorship and Eligibility 

Rules for Aliens ~ 3/ 0.27 0.52 1.13 1.70 


-$I....r;.... \,otL.... .......:so. 
 Subto..1 053 0.S7 1.76 2.39 


Other Savings and Rexenues; 


..----Savinll1 /. 
4 Adjust SSI Parent to Child Deeming 


1lP1./ / 2/ 0.23 0.26 0.211 0.31 0.34 
 ___ ._,~~N~ 

~.:::. +{,;
5 ReappHcation for S5( Cases Most Likely ItLI! li.ill / 0' !:fu.wImprove 2/ Q.llZ !ill 0.26 0,37 o~:~~i~_ • 'c'",", fl&l! '\sili.J>' N0,53 .-~, "?-_-'<.- -".~ _ '(,; {" "'."_ '" .:tI'\~ 

Subtotal O.3(l 0.42 054 0.68Apt> I:x¥. c~"'HJ~1: $1.3 "6r. 
S"'" S~<.. ""..1 ~'" Tax Crfdit Eli£ibil.it:1i 4/ 

6 Deny Errc to non~resident aliens 0.00 0.03 OJ)3 0.03 0.1)4 

7 Phase out dependent care tax credit for 

AGI betw..n $90.000 and $1l0,OOO 0.09 0.19 O.lS 0.16 0.17 . 


.....~.J,,"'. ~.\..,., '<0."'" 10101. . 


8 Cafeteria Plan Exemption N/A NLA !'!LA N/A iliA 

Subtotal 0.09 0.22 0,21 0,19 0.21 
C.",-s 5 It , 

l/~ :1's.~ 

:s It. \.S 3{18/94 7:11 PM 1 
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Possible Offset Options for Welfare Refonn 

Extrapolated to 2004 
s..yeilx ll)..year 

1997 

Bi~~f: 

Other Savingund ReyenW!s (continued); 

Tax Complianre 4/ 

8 EITC info reporting for DOD personnel 0,00 0.01 0,(]6 0,(]6 


9 	Increase withholding on gambling 

winnings> $50,000 to 36% 0,26 0,12 0,0:; 0,0:; 


10 Withholding rate of 28% on keno, slots, 
and bingo winners >- $7,500 0,15 0,(]6 om om 

1 t 	Require information reporting on 
winnings of $lO,()(X}+ from gambling 
regardless of odds 
(exL'ept Stare loUeries) 0,01 O,(}j !Ml2 !lJlfi 

Subtotal . 0.42 0.23 0.16 0,17 

NewRevmuc 
J2 4% excise tax on net gambling revenue 

(except State lotteries) 4/ 0.45 0,63 0,66 0.69 

TOTAL 1.llO 2.36 3.33 4,13 4,85 1116:4'61' 7.19 .::i3;, ~~l 
rS.~ 3>, 

Note an ulT&poblkms fur 2000 - :.!004 
11 A"""""", tha~ undu cutm\t laW, SUlti would ukI! m ..xl.mum ulv_a" til EtA by 1m, 

wilh b.umn~ gtowing by lnfUtkm ahnwllM5. 
'lI Gruwth a!IIeIUmoPd loboo-&IIN 5oIIl1'II! dollar in~1 n ~_ t9'118llnQ 1m, 

growth fa.!t is~." 	A ~ 
V 	 c,,_lh R31e a""l;lmN 10 bot oJ !he ~~ dol!..r iflU'«ll<1\I il$ bortwft'l'l 1998 ""d 1909. 

3[l8/94 7,J 1 PM 2 



(dollars in billions) 
5 Years 

Total Fed Share State Share 

Offsets 
Parental Responsibility 

Net Child Support savings 0.5 -0.2 0.6 
Minor mothers provisions 0.1 0.0 0.1 

Family cap 0.7 0.2 0.4 
Cap Emergency Assistance 2.1 2.1 0.0 
Sponsor to alien deeming 

5 year deeming 2.7 1.9 0.9 
extending to 7 year deeming 0.7 0.5 0.2 

Family Day Care Homes 0.6 0.6 0.0 
Sodal Security: Eliminate dependent 

benefits for retirees with minor 
children 

Illustrative uses of funding 
Transitional assistance and work 

Current estimate 
With current law TCC' 

Two-parent provision 
Demonstrations and improving 

governmen t assistance 
Subtotal with current law Tee 

6.7 
6.2 
2.2 

2.6 
11.0 

6.3 
5.8 
1.2 

1.9 
8.9 

0.4 
0.4 
Ll 

0.7 
2.1 

Maintaining Fiscal Shares**" 
Total funding 11.0 

-0.2 
8.8 

0.2 
2.3 

Net State and Federal Costs 

"l£glslativl!('hangcs in matching rales or rcquircr.lcnts for Qse management could increaWlhc 
utilzl'Ition rate in Transitional Child Care (Tee), and add scorable costs. 

"'Modifications to fiscal share!' could include match tilt!! adjustments or other chang",,!> to the mix of 
Federa.l and State costs or Sltvings. 

Estimates for most offsets a.rc tlnrcviewoo HHS (lstimi.ltP!L Estimates for the: SociaJ Security provision 
;are 5 YC<lr COO cstlmatC5 cxtrapol.:.l\cd 10 to ye:lTs. 

3/28/94 9,42 AM 
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(dollars in billions) 
Syear. 10 ears 

Offset 

3% Gambling excise tax 

Possible use of funding 
Non-AFDC Day Care 

Net Federal Costs 

Gilmblingtax revenues prorated from Treasury S-ycar and HHS l(l.ycar numbers fOT a 4% 
excise tax. OT A staff indicate that prorating downward in this manner wHi slightly 
underestimate rcvcnut.'S. 

3/28/94 9A3 AM 



Limit the Growth in Emergency Assistance 
The little known AFDClEmergency Assistance program had been constant at a relatively 

modest at roughly S I 00 million for many years. Its original intent was to help with emergency 
needs that would likely push them onto AFDC. Vet in the last few years states have discovered 
th.t the "rogram to help fund a wide ranse ofactivities foonerly funded almost entirely out of 
state funds, especially child welfare services and some homeless 5OMce., that may not lie 
consistent with the original intent ofEA, but which are legal under the extremely vague wording 
ofcumnt law. As. result the program is projected to grow from $. in FYl992 to $y in FYI999. 
Especially with tr0 9assage of Family Support and Preservation last year, this sort of entitlement 
growth ru,d,''',: s'lifting ought to he checked. The proposal would cap each state's EA 
expenditures at 3% ofAFDC benefits. The few states such as New Jersey and New York which 
already exceed this level would-be grandfalbered at their current expenditure level. 

Savings in 1999: 
Five year savings: 

Deem SponsQr's Income Until Citizenship for New Immigrants 
The Republicans have offered a bill to restrict all means tested benefit to citizens, 

eliminating ~ immigrants who are not citizens from support. By 1999 such a proposal would 
save $x billion. It would also restrict support to • variety ofimmigrants who have chosen not to 
become citizens (yet). The vast majority oflegal immigrantinon-citizens are here to work and 
establish a new future, rather than become a public trust. Immigrarion is generally restricted to 
people who are not likely to become a public trust. 'These include ,..These legal immigrants work 
and pay taxes, contribute to and are eligible for employment inaurance and Social Security 
according to the same rules as citizens. and genern1ly are expected to contribute as citizens would. 

Yet there are a significant number who apparently do not come to work. Remarkably, 
over 20% ofpersons on the SSI-Aged program are non-citizens. Most appear to he elderly 
parents or relatives oflegal immigrants and citizens who came under a policy whereby American 
citizens and legal immigrants can, in limited numbers., bring in relatives to the U.S. Partly to 
prevent people from becoming a public such immigrants must he sponsored by the relative. 
Current law generally requires that. portion of sponsor's income be deemed avallable to the 
immigrant for the first three years ofresidency in determining eligibility and henefits for 5S1 and 
other programs. A significant portion Oflhe SSI-Aged population seem to go on SSI in their 4th 
year. As part oflb. U1 ..tension, such deeming was extended to 5 years for S51 until 1995. 

This proposal would extend deeming until persons hecame citizens. (Immigrants are 
eligible to become citizens in S years.) Only persons emigrating with. sponsor would he affected. 
Virtually all savings are from SS!. This seems a sensible and defensible policy. 

Savinga in 1999: 
Five year savinga: 

Eliminate the Late Bally Bonus for Social Security Retirees 
Retirees who have children receive a 50"1. higher Social Security henefit for as long as 

their child remains under 18 and lives at home. Since this requires that the beneficilll)' have 
children after the age of4 7 (44 if they lake early retirement), this policy almost exclusively 



benefits male beneficiaries who have children late in life. Moreover, the mother of these children 
also qualify for a sizable Social Security benefit even if they are much younger than 62 so long as 
they are caring for the child and not working. (Ifsuch mothers work, they race the Social 
Security earnings test.) Clint Eastwood who just had a child at age 63 will be eligible for a 50% 
higher Social Security benefit for the next 18 years. Note since the benefit is available only until 
tbe child reaches 18, this also provides a powerful incentive for tbose with late babies to retire 
early to collect the higher benefit longer. Donald Trump will qualify for a higher benefit ifhe 
retires at age 62, but by the time he turns 65, his child with Marla will tum 18. 

Vinually no one knows this benefit currently exists. This proposal calls for eliminating the 
late baby bonus prospectively. Current beneficiaries will not be affected. 

Savings in 1999: 
Five year savings: 

Coordinate Tax and TllI!lSfer Systems 
There is vinually no coordination between the current tax and transfer systems. There are 

significant differences in the treatment ofdependents and others under tbe tax and transfer 
systems, opening the possibility of gaming the system. It is currently legal for a mother and 
children to receive AFDe and food stamp benefits while a man living with her claims the children 
for purposes ofcollecting the ETC. (The Working Group met such a fiunily in one of its focus 
groups). In addition, our tax system is based on annual income, while the means-tested transfers 
are based on monthly income. In a modest nmnber of cases, persons with very high income pan 
of the year, collect AFDC or food stamps during another pan. Ifsuch persons received 
unemployment insurance, the UI would be treated as taxable income an a portion ofit would be 
taxed back. But there is no attempt to recapture means tested payments in any !bon, even if 
people have very high annual incomes. . 

Closer coordination of tax and Iran.,fer systems would allow both more appropriate rules 
regarding the ETC and measures to reduce fraud in that program. And it would allow a policy 
whereby a portion oftransfer benefits would be "clawed back" in cases where annual income was. 
well above poverty. The proposed poliey would effectively require that people ahove the tax 
threshold (110-125% of poverty) to pay back up a portion of the 'excess benefits' up to a 
maximum of 25% oftheir benefits above poveny to be paid along with taxes. Note this is still a 
more rnvorable treatment than currently accorded unemployment insurance or earnings which are 
both taxed. (The effective tax rate on earnings or lH is roughly 33% of income above the tax 
threshold--including the ETC phase out). Because taxes on earnings are collected as though 
persons earned that amount all year long, and because ofthe ETC, nearly all fiunilies would not 
owe money and rather get a smaller refund at the end of the year. 

Savings from ETC coordination in 1999: still being estimated 
Five year savings: 

Savings from claw back 1999: $3.2 billion 
Five year savings: 

2 



Revised 11/30/93~ 
ENTI~MENT REFORM RBVSNU£ OPTIONS 

f]{ 25 96 97 98 99 FX 95-9' 

1.1 	 Emergency Assistance Cap 0.3 0.3 O.S 0.5 0.5 2.1 

1.2 	 Coordinate Tax and Transfer programs1 0.0 0.0 3.2 3.4 3.6 10.2 

1.3 	 Minor Children and Young Spouses 
of Retires 0.2 0.5 0.8 1.0 1.2 3.7 

1.4 	 Adjust SSI Child Benefits Rates' 1.2 1.3 1.4 1.5 1.6 7.0 

1.5 	 Sponsorship of Aliens and Eligibility 0.1 0.4 0.9 1.5 1.8 4.7 

Total 	 1.8 2.5 6.8 7.9 8.7 27.7 

1. preliminary ASPE estimates based on TRIM simulations. Official Treasury estimates 
will revise them when they become available. 

2. preliminary ASPE estimates. The Social Security Administration is reestimating them. 

2 
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SUl:>ject. Potential Revenue for Weltare Reform. 
Tax on Interstate Mail-Order Salas 

State SalaD 

Copie" tOI J. Minarik, a. Selfri4ge, K. 
W. New 

Fontenot, S. Dean, 

llaok'iJ"ollJl4. currantly, mail-order me"chants without a branch in 
the purchaser'a state need not collect aales tax on interstate 
transaction.. It the mail-order merchantll Were required to 
collect thOSB sales taxes for the purchassrs' home statea, the 
home-state traasuries would not be the only beneticiariee. Boma­
atate merehants wou14 also benafit, since they would gain 80ma 
aales that had bae.l\ lost to mail order. Aloni with 1IIOat 
qovernors, the home-state merchants are the principal supportera
of changing the law. 

~. A Federal law that requ1red ma11-0r4ar merchants with 
at least $5 million in annual aales to colleot state aales tax on 
interstate purchases would yield approximataly $a.6 billion to 
the statee (1995). Thoee aalea-tax proceeds could, in turn, 
EOinperiiate t'or-rricrea...d Stat.. coata of weltare ratorm. 

a In-atate merohanta would benefit even if increased state 
welfare share eXhausted the gain in State tax revanuo. 

" Alternatively, the State-by-State calculation could ellow 
States to retain, say, lO percent or the added tax 
proooeds. 

This revenue proposal is not an offset at the Fe4aral level and 
requires state-by-state calculation of ad4e4 revenu.s and welfare 
cost. Despite the Bubstantial complexity, this revenue aource 
4084 have appeal becsu.. it vou14 a180 clcee an unfair tax 
loophole. I SUii••t that it be eonsidered further. 

Bur4.n of the a.veaue %aa~...e. Althouqh it ia usually believed 
that most sales taxes are ultimately passed on to the purchaser,
this may not be the ease in highly competitive markets, 
particularly in the Short t~. If 80, and it all interotata 
Gales were ~x.d, then aome mail-order .archante .iqht have to 
a».or~ the tax. (Kal1-or4er industry qroups have 8u~~es5rully
arqued aqainst this long-standing proposal thus far.) In ths 
long run, however, oonsumer. would probably bear most of the 
added tax collaction. At pre.ent, two very different iroups of 
consumers probably banefit most from the tax not beinq collected. 
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o 	 Relatively upscale metropolitan residents WhO buy
.pacialty iteme, euoh as outdoor clothing trom L.L. 
Bean .. 

o 	 Comparatively low-incoma rural ra.i~antB buyin, items 
not avaIlable locally (or aveilable only at high
prices), suob as auto Or truck parts tram J.e. Whitney
in Chicagc. (The consumers' mall-order busine•• to 
Ward's, Sears, Penney's and the like i. taxed, beoauso 
theBe larqe concerns generally maintain branchss 1n the 
parcheser'. State.) 

As 	a result ot the preceding unoertainties, figures on tho 
inoidence of collecting the tax on interstate .ale. are unknown,
whether 1) business VB. eons~er, 2) amon, conBum6rs at ~itferant 
income levela, or 3) rural vs. metropolitan. 

without comparin, specifiC alternatives, there are pros and con. 
to taxing interstate salss for welfare reform. 

o 	 Changfnq tha tax law "loses .. loophole that "an give ....11­
order merchants an unfair advantaqe. 

o 	 The reVenue ia likely to increase in time. Prom 1990-1992 
ths potential revenue gain we. sstimated to qrow at 6 
.percent a year& 

o 	 L~lika ~any other financing pos.ibilitias, there would be 
nQ cut in sarvieea for low-income persons. 

-. 

o A 1992 Supreme Court decision (Quill v. North Dakota) 


invited Conqress to lagielate on State taxation of 

interstate mail-order ~ale8. Conqres. may loon be tempted 

to take up thiB invitation, perbape to compensate the 

states for an otbarwi•• unfunded m&n~ate. 


o 	 Five States (nona populous) do net levy a general sale. 
tax. Tbey are Alaaka, Delaware, Montana, New Hampsbire,
and Oreqon. 

o 	 Tbe.. added revenu.. can help the Federal Government pay 
tor welfare reform only indirectly and not simply. state 
cost share. muat be increased end this increase must relate 
to 	an estimate of each Stata'a added tax proc~ed•• 

o 	 A subtle Federalism issue lurks, parhap. a near mandate. 
The la~eral ~ov~rnmBnt traditionally ha~ avoided 
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Federal oMciae taMO. are l.vi~ on vary .pacifio itams,
such as tobaoco.) But to off••t tbe incroased paymant for 
wolfare, State. would have to tax interatate ealo•• 
Preeumably, stat•• would not be avar.e to taxing merebants 
outside their bordere, but wbat if the state ever wanted to 
reduce Or eliminata (aa Alaska did) ita aal.s tax in 
genoral? (A reduction· might accompany a higher Stat. 
income tax.) Perhaps the Stats-by-state calculation in 
re~eral law would derive trom laet year'. tax rate, but 
thie adda complexity. 

aaVeDUa .stiaataa for Different variaato. 

(19'S. Added cclleetions, billione of dollare) 

stato t.n 011.17, aO ...11-••rohaat eaamption 	 3.5 

atate t"", 01111,. ••.rahaDt. with ~••• 8AD. ..1e• 2.6 (Quoted above) .. 

state tu only, .erClhants with >$10 • aDD. .ala. a •• 

state tax plu. loeal a.le. t .. 10viaO uniformly, 3.8 
nCl amall-..rOhaDt ..emptio~ 

stete tal< plua all 10Clal ••10. tu••, 4.3 
no .mall-merohant ....,tiOD 

'rile f1qur.... deriv.. from estimat•• made by the U.S. Advbon­
Commission on tntervovarnmental aelationa. Thoae estimate. were 
not prepared for oostin9. but for polioy disou••lon. 'rIl • 
...timates do nClt incorporate any behavioral etfects, such as 
reduced ~ail-Drder salee after ~lni t.x~. ~ asttm&tsa for 
1992 ware updated by OKS Itaft. 

o 	 Eattm&t .... above ara availabl.. on a State-by-stata basIs. 

o 	 'rIls mail-order induatry disputes the ••timat•• above. xt 

onee ••timated tax ialns thet Were only one-third D~ the 

earlier version of those estimate•• 


a 	 'rile exemptIon ot mail-ordlr merchants with annual business 

u~er $5 million 1s from a study that intarviewed a firm 

mak1ng computer software to handle d1fferent aale.. tax 
rat..... 

--	The firm .aid that merchants above the $S million 
threshOld could use ita aoftware etticiently. 

--	SIA, however, makes small bua1nosa loans availabla to 
mail-order merchant. with annual sales of lesB than 
$12.5 million, aocordin9 to the same etudy. 
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o 	 Apply!nq local aalas taxe. ~. not just state tax -- to 
interstate sale. would raia. additional revenue, but with 
added complexity. In many local-eales-tax states, the rata 
varie' fram plaoe to place. 

An alternative also appa.r.' above. It would collect 
only thea. local taxas levied uniformly by counti•• 
(s.q., California), or by other jurisdictions of a 
ainqle kind. 

-- Because the states grant authority for looal sale. 
taxation, a Federal law could raise federaliam concerne, 
depend!nq on how the leW 1, written. 

CUrra.t Legislatio.. Last month, senator Dale Bumpers (o-Ark.)
introduced the MTax Fairne•• tor Main street Bu.in••• Act,. 
8.1825. He chaira the Small Buein ••• committee but the bill was 
referred to the Finanoe committee, which haa not actad on it. 

o 	 ~e bill allows statea to tax mail-order merchants beyond 
their borders, with oertain proteotigns and exemptions, end 
capitalizes on the 1992 Quill deoision. 

oTher_ were aix oriiinal oo-aponaora. inoludin9 on. 
Republican, Sen. Coohran (lIS). cochran has introdu"ed 
similar lagislation in previoua year•• 
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TO: Isabel sawhill 

FROM: Richard B. Bavier 
Office of Mqmt and Budget, HRVL 

CC: 
ce: 

Stacy L. 
wondy C. 

Dean 
New 

SUBJECT: Discussions with ASP! and ACR re: participation & job search 

I met with Don Oellerich, Donna pavetti, and Howard Rolston to 
talk about how to score up-front job search and how to think about 
participation levels in JOBS under welfare reform. 

Up-front job search - We identified three models of up-front job 
search: 

1. Pure applicant job search. (You apply for AFDC on Thursday, 
you report for job search on Monday.) AFDC eligibility begins 
only after completion of 30 days of job search. There are 
administrative savings from this approach, along the lines Mike 
drew, because initial AFDC checks are delayed~ San Diego 1 seems 
to be the best evidence on which to base estimates of behavioral 
effects from people getting jobs. ASPE said they would not be 
able to estimate this using their current models. 

2. Immediate job search for AFDC eligibles. (You find out you 
are eligible on Thursday and report for job search the next 
Monday.) This approach tries to avoid spending job search funds 
on the many applicants who, for one reason or another, don't end 
up on AFDC. However, it makes job search automatic for those 
without a prima facie deferring condition (like 60 or older, or a 
non-parental caretaker). It doesn't wait for an assessment and 
employability plan to be drawn up. 

The staff people at the meeting seemed to agree that this approach 
might be targeted on all applicants above the phase-in age. Two 
arguments were Offered. First, a SWIM-like effect, based on a lot 
of job search, was already being claimed for the phased-in. A 
prior round of job-search probably wouldn't add much scorable 
savings. Second, the large welfare savings impacts of job search 
have tended to be for mothers with older children and some work 
experience (i.e., neither the least job-ready nor the most 
job-ready). Targeting on applicants over 25 would hit a rich mix 
of parents with these characteristics. 



Although most work force attachment demos with rigorous 
evaluations did not get people into job search the first week of 
eligibility, a number, such as SWIM and GAIN and Florida's FIP, 
route a lot there within a few weeks. It appears that savings 
could be justified based on the evidence from these programs. 
ASPE will try to model some of this. 

3. ASPE was interested in something closer to making job search 
the first activity in most employaQility plans. They intend to 
estimate impacts from a third model along these lines. 

The savings from any of these models would be influenced by 
whether funding was coming out of the current JOBS baseline, or 
form new money. We agreed to start thinking abqyt job search for 
not-phased-in applicants being funded from the share of the JOBS 
5ase11ne not allocated to the phased-in. That would involve 
requirlng up-front JOD search for current JOBS mandatories and 
trying to estimate and claim savings for the difference between 
the impacts of the current JOBS use of these funds and the more 
effective use we would be proposing. 

Participation levels - There was no real argument to my 
explanation of why ASPE modeling of JOBS under reform was much 
more ambitious than SWIM. Don indicates that he expects to end up 
with total monthly participation around 50 percent. (To this 
point, ASPE has been modeling countable participation around 50 •percent, and total participation around 77 percent.) 

Don was unwilling to say that ASPE's JOBS estimates would fall by 
about one-third. However, we went through the way ASPE derives 
annual unit cost data from current JOBS data, and all present 
seemed pretty comfortable with it. It seems to follow that JOBS 
costs will have to drop to around the levels we've been calling 
the less-intensive. This would still be far above the 35 percent 
monthly participation in arranged or self-initiated activities 
SWIM managed in its second year. 

The discussion walked around the issue of whether there would be 
an intensity measure like the current 20-hour-rule. Policy 
officials need to address this, although a pros and cons staff 
paper would be helpful. 

Phase-in - I also brought. up, as an issue for future discussion, 
the ASPE phase-in scenario. The idea that a lot of states will 
come in a year early is based on the JOBS experience. But states 
won't have state-level programs like WORK the way GAIN was already 
like JOBS. Further, in my mind, the likelihood of a richer 
federal match is supposed to entice states into early 
implementation. But this may run into another policy goal ­
reducing federal matching for cases the longer cases stay on the 
rolls. 

asked ASPE to think about how they would justify their 
assumption about early phase-in. We also should know what costs 
I 



• 

and phase-in would look like if states don't come in early. 

WORK overhead - Don had a copy of the tables you sent over to MRS 
showinq our options. He asked about several pOints. .1here didn't 
~eem to be any ~b~~tjQ~~ abou~the way the technical re-estimate 
was QQna. In explaining the WORK overhead cap, I noted that I had 
asked saveral times to have HHS find out about the overhead of 
large scale workfare programs~ like NYC and Ohio. ASPE suggested 
that OKS follow-up on this. 
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TABLE 1 - PR£UMlNAR.Y SUMMARY COST ESTIMATtS (l~EDIi:IlAL AND STATE)
FOR ELEMENTS OF A WELFA!itE UFORM PROPOSAL 

(8y fbcal year, in milSon~ of dollars) 

PAREN Itt RESpONSIBILt i t 

MjporM~ 
No Mdkionallk4\efits; for AdditioMl Children 
Child Support En~ 

Patcnllty BstablUhmcnt (Net) 
Enfon::cment (Net) 

~""Cc'"TO'TAL. PAJitENTAL RESI'ONSllIIU1'Y 

'1'RAN5ITtQNAL ASSIST....NCE FOLLOWED BY WORK 

JOBS--Prep 
AdditioMJ JOBS S~~ 
A4dilwn.J ChiJd Ct.ro for JOBS 

WO!<K ""&,"""
AddItion&l ito C.re for WOR.):

Scvin,gs from Child CIlt'C and OUaer Exp4l\11ion 


Trondtiona1 Child CAr'Q 
Enh.~ T¢t:Il C'41$i:. MIUIl.pMlt 
S.\'in~CucWad RedIJ~n 
ADP t.nd St&te s'btll:flttlAdmln Effiekncy 

SUlrJOTIIL, JO SlWORK 
S1J8TOTAL. JOBSIWORK AND P/l.RENTAl. RESP 

WORKING POOR CHILD CARE 
ReMOVE TWO PARENT CUP) RFSTRlC110NS 

Comprcbenrivc <Jrants 
Non~Cu5tOdia.l. hP:rtt JOB$IWORK Pro~m' 
AC<Ie$s Granu lU1d Parenting OernOllSlrltions 
Chjjd S>.tpptltt AHural1c.e Pn::Ij=s 

iDA and MicroClltcfJ'rlR l'rojccu 
SUBTOTAL SPECIAL INITIATIVES 

IMPROVING GOVERNM£NT ASSISTANCE ~GA) 

~l.e Flexibility on E.e,mtd lnoome 
and ChIld Sl.Ifol::rt Disrcgm,

Getten\Uy Con OtlTl Anets to FQod SWnp~ 

JtI~ Tcm((lrie&' ClI.ps 
I\IJ Otl;en 

SUBroTAL IGA 

GRAND TOTAL 

Sy..,. S Year 

Ftdend Peduat 


Puk 1 Pad< .1 

(0) (30) 
(220) (2l<) 

(90) (90) 
(160) (160)

37.'70 
(138) (136) 

• 300 
2,295 2.295 
1,610 ].~lO 

l,llO: 1,330.,. 61a 
(lOll) {IOO) 

44' 44'170 17a 
GIS)CU')

54' 6,m6.690 '" 
6,!606,5" 

•.soo 3-,500
.95 .95 

200 100 
". JOO 

,a3. 
290'20 

60 1<5 
540 1,095 

3SS lSS 
a 100 

0 I8S 
(5) J~)3•• 

9,4'5 i ll,61S 

rrt5idw', Table wUh Full PtI.ue-ln in FY 1996 with F\U'thcr Adjus-::ments 
in IGA j Working Poor Child C.re, and Dem(lustraOous; UP 1\tt).PU'eDt 

Provision as SUite Option. ComparIsons bretwttn Packalje IIHI.d Pa'::k."S",..:''-___ 
Note 1: Pt.«:ntnCSe3lkno'e: !a"'in~. 

Note 2: Five Year 4f!d Ten Yea.r Federal e&timAtIa rcpl'Qc:nt 30'10 of.aU Mpetlt:1i«.ttc:t Qt:qlt fot 


lhe rouowing: b~iU uc at current malCh ~; ehUd s~ppalt Is mll~ at raw 
$pcciflO!! in fhe hypothetical plan; Ilnd oomprchensi\lc demo.nslnlt!oognnts ~ rM1dtcd '" 100%. 

Sol,ltoC: HHStASPE. :lUfr ~&tU. Thete estim:&tu have bcc:n ,hued with uaff within HHS and OMS- but 
hl.v~ not b«.n offici.!ly .eviewcd by oMB. ne policies do not ~nt a MrulCMIJS n:commend&tion 
o( the Wooong Group Co--Cha.iN. 

http:Co--Cha.iN
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o SUMMARV OF COSTS FOR WELFARE REFORM PACKAGES<l!I 

i 
~ 

, TRANSITIONAL ASSISTANCE ,, WORKING POOR CillLO CARE 

"' TWO PAR.EhT (lJl') PROVISIONS 
~ 
~ 
~ SPECIAl,. lNlTIATIVES 
g: IMI'I<OVJNG GOVERNMENT ASSISTANCE ..,'" 
'" TOTAL COSTS FOR PACKAGE I" 
~ 

PA.CKAGE 2 COSTS 

(Dollars in MiIlkms) 

FV 1999 
PACKAGE I COSTS Total ToW 

~ 

PAREI'ITJ\.L RESPONSIBILITY (625) (1.220) 

5 Vear 
ToWFederal State 

PA.RENTAt- RESPONSIBILITY 
TRANsmONAL ASSISTANCE 

M WORKING POOR CIllLD CARE 
00.., TWO PARENT (UI'l PROVISIONS 
~ 

SPECIAL INITIATIVES 
~ '" ~ IMPROVlNG GOVERNMENT ASSISTANCE 
N 
o 
N 

@;l TOTAL COSTS 
~ 

(130) (1,000) (6.055) 

3.305 8, no 6.690 1.4W 25.185• 

1,&15 1.500 375I 900 6.930 

895 495 400 2.875375 
1,83Q22S 625 540 85 

US 635 300 2S5 2.060 

4,445 10,980 9,415 1,505 3G,82S 

J!'V 1999 511.... 
Total Total Fe4..... State Total 

(625) (1.220) (110) (1,090) (8,055) 

'1,415 8.545 6.990 1,555 U.555 
1,875 4,315 3.500 875 14.945 

375 895 495 400 2.875 
505 1.115 1.095 220 3.945 

400 1,085 665 '20 3,250 

5.945 14tt9:S 12,615 2.380 43,515 
NOle 1: Paronthes6$ denote savings. 

~ ~ 

~ Nola 2: Five Year and Ten Year Federal estimates reprssi!nt 60% 01 aU expenditures exoopt for 
~.~ the foUtming: benefits are at current match rates; child support is matched at rates 
N 
~ specified In the hypothetical plan; and compr'l)h('lt'lSlw demonstration grants: are matehed at 100%.. 

SourO!ll; HHS/ASPE staff estimates. These estimates have been shared with staff within H-iS and OMS but 
m, ~ hawJ nat Mot! otfi~aJlY rQYiGW$d by OMS. The policies do not represent a oonsens\J'$ recommendation 
N 

, ~ of the Workl"9 Gcoup Co-Chwrs, 

e 
~ 

~.. 

04/12194 

10Y_ 

Fedora! Stale 

(1,960) (6,075) 

22.030 3.m 
5.545 1,31!5 

1.580 1,295 
1.530 300 

645 1.21S 

29550 1 :175 

to Year 
Federal SIB.. 

0.980) (6.075) 

23,125 3.430 
11,955 2.990 

1.580 1':195 
3.225 no 
1,620 1.630 

39.525 3m 
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TABLE Pttk.eg~1- DETAILED Sl.JMMARV CO:IT ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFAllE R:EFORM PROPOSAL 

(By rlStAf ynr. in milOOns ofdollars) 

SY.., S Year 10 Yt2t' 10 Y.ear 
1:..., Ft:deral Total "~.eder.ll ..~

1"ARENf 

(30} (210)MiMlt Mothers (as) (85)
No Atiditiond i'k.l\diu for- "ddi.tion!l.! CbiU«:n (220) (2,ISO) {SIO) 
child SUPf"Ort Enwn;ancnt ' 

Paternity I!$tablieh~ (Net) 

(660) 

",,(80)(Sl5) (400) 
Eo(oreement (Not) ". 

("') 
(4,1(0)(160) (I,SSS)(.oS) 
1,08$ 87.4<55ComIlBf eo"" (13<1)S TOTAL, PMtENTALItE'SroNSIBILlTY (1,zz0) (8,05s) (1,980) 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

JOf!S.P:r 0 0 0 •Addition. JOBS Spending 2,&70 1,1102,295 5.6"" 

AddltiQ(ld Ctwd Care fot JOBS 
 2,t}JO 1,610 4.910 3,930 

WORK P"'&;'lld 1,330 11,4901,<60 9,190 

AddhJoml . d C&1't: (or WORI< 
 7(,; S.l40610 4.1~ 
Savings from Child CA«:. vt4 Oilier e,;puuloft (185) (lOO) (815) 

Tra!UitiDn.t1 Child Care 

(1+480) 

«,55, 2.s6S 2.050 
210EnhAr.«rl Tt:etl c.tlQ Manasement 170 $95 • 475 

S .... itlJJ.' - Case1o;t.d aeduct.icn (:3~} (6,070) (:3,340) 
ADP r«l~nJ. and StateSysfan.fAdmm effiClmcY 

(215)... 545 I!2S 660 
SUIlTOTAL. JOBSIWORJ{ 11,110 21,030 

StmroTAL, JOHSIWORK ANll pAlI.£NTAL RES, 
6,69<1 15.185 
6,560 J1.1l0 20,0$0 

WORKING POOR CHlLO CARE (Capped fit 5900 miUioD 
1/\ Ilrt spoodUW. 

'.950 

1,&15 1,500 6,!130 5,545 
REMOVE TWO PAREN'r (UP) RESTltlCTlONS 1,58.495 2.&1589' . 
CompreltclHive Q rantE 200 200 >sO 350 
Non.CwtodMt ParentJOBSIWCIRK Pro~s 165 13. 650S" 
Acoca's (jrantl and Pan:ntrng Demo:tsI:ratiom: 35 30 7S 60 

Cbild SUpr<ltt Auu~e Proj«u ISO 120 415 ;l3O 

IDA lind Miementerprise Projects ,. I7S 140 

StmTOTAL SPECIAl ... INITIATIVES 
'5 

57. 495 1,8Jll 1,5). 

IMPROVING GOVERNlI<Il.'<IT .\SSISTANCt OGA) 

SWe FlCAibility on Earned InC(lme 
and Child Support Disregards no 385 2.W 850 

Generally Conform (but no( JMl'QSC) 

Auet$ to Food SUtnP'" 00• •All Othcn (75) (165)(5) (S)
SUBTOTALIGA OJS 3.0 2,060 i 045 

GRAND TOTAL 10,925 30,&25 I 29.55.9.43$. . .PresIdent's Tab~ with Full P1w;f:'"ln tn Fl 1996 ~h Furthrr AdJusttlcuts iniGA, Workit1g Poor 

Child Care, and DeillonstraOOlU' UP Two-.P#tl!llt Pl'f)YisioR as StateHptitm. tlim.iI:lat.t: Incr(1lse 

in TtrriWM' Cap; Con((it'tn Asnt .~\llts: to Fr.IOd StJm.l",-,'i$but:::.!:,o,-,!I""~~,...",,e,,",,-!Llm=i~~,~.______~____ 
Note 1: Parentheses de:nQ\e ,,!tvings. 
NOte 2: Five Y~r and Ten YCl..; Fedenlc:st~ reprnsCllt IO~ or all ¢XpCIlditum c.xecpt fur 

the following; we(l1s &r<: l.i. current mt.tch rata: dilld 'uppoft U lno.tcltcd &1 rUe.s 
lIpeo:;if!ed in the ltypodleliCAt plan: and eomp.tt;./leullve derru.m~o1'l gtJU'UA ue m..rehed at IOO~. 

Sl)urce: HHS/ASPfi sufi t:J;tlnuu:s. Thae. estim.a!a have; been lihan:d 'uW! staff within HHS and OMB but 
hive nat been oftkially reviewed by OMB. 'The policies de not rep('CKtlt II. consen~us ~m~o(l 
of the Worldng Croup Co.chaifl, 

http:Tra!UitiDn.t1
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TABl,..E l·.o.ek&{le 2' - DI\'tAlLRD SUMMARY COST ESTIMATES (F£DERAL AND STATE) 
FOR Et.£NlENTS OF A WELFARE REFORM PROPOSAL 

(By fIScal ,ear, in million.:l of doU.r:;) 

<y.... S Year 10 Y<'!af 10 Year 
Tow Fedenl io)tJd Feder.l 

MiMt Mothco 
No Additional Ikne&s tor AdditiMIlI Children 
Child Support Enwrtem"f)t 

Palemlty DsUbliahment (Net) 
Enforocmt',tll (Net) 
Computer CoN 

SUBTOTAL. l'UEJ\'TAL RFSPONSlBILITY 

tRANSITIONAL ASSISTANeE FOU.OWED BY WORK 

JOSS-_ 
Additional JOBS Spending 
Additional Child Care fot IOns 

WORK Pnlgn,m 
Additional Child Cttc (or WORK 
Savings from Child Care and Other Eh:pandofl 

TRnsilional Child CA~ 
Enh.:lnocd T¢CR CaS<l MllMle:ment 
St.ving$ • c.a.seload Redm:lion 
AtDP Fc4«.il and State Syst.:rruilAdmin eftidcney 

SUBTOTAL. JO.8S1WORK 

SU1!TOTAL, JOBSIWORK AND PARENTAL RESP 

WOItKlNG POOR emLD CARE (Cappri.t $1.9 bi1r1(m 
in oct ,pending). 

REMOVE TWO PARENT (UP) RESTRICTIONS 

Ccmprchcnsive Gl'1l11U 

NOfl-CWI(odial PUCf!~ JOBSlVo'ORK ~gnam5 

Ae=JI Grunts.and Parenting Demonstration!! 

Child Support Assun.ncc P~cdl 

IDA &tid MicttlClltccpo«o Projects 

StliiTOTAL SPECIAL INlilAnvES 

IM1'I!OVING GOVERNMENT ASSISTANCE ~GAl 

Sate Flexibility on E.untd inoonte 
U1d Child Support Obrqu-d$ 

Gcnenlly Conform Auw Ie ~ Sampi 
ll'l(~ Territori<.J· c.p!I 
AlIOOen 

SUO-TOTAL1GA 

GItAND 'fOT AI. 

(8') 
(660) 

(>3') 
(405) 
46S 

(!,2lO) 

37'2."" 
2.010 

).660
7<0 

(1SS) 

555 
210 

(390) 
G<O 

8,545 

1.325 

4,315 
$95 

200 

400 

as 
360 ,.. 

1,315 

710 
16S 
18' 
(75) 

1.085 

(30) 
(220) 

(90) 
(160) 
37. 

(130) 

300 
1,295 
1.610 

1,330 
610 

(lOO: 

44'
170 

171')
S45 

6.990 
.fi,S60 

200 ,.., 
7l> 

290 

14S 
1,095 

12,615 

(Z10) 
(2,150) 

(2.080) 
(4.7(0) 
l.OSS 

(8,655) 

),3iO 
1.110 
4,910 

11.490 
S;2<tO 

(l,4SO) 

2~<iS 

59'(6,070) • 
B2S 

26,55S 

18.so0 

14/MS 
2.875 

"0 
2.000 

180.., 
420 

J-.!MS 

2.22..'5 
<iSS 
53' 

{HiS) 
3,250 

4),SlS 

(85) 
(aIC) 

(400) 
(l.sSS) 

870 
(1,980) 

1,095 
5.690 
3,930 

9.190 
4,190 

(SIS) 

2.051) 
475 

(3.340) 
66() 

>J,n> 
11.145 

11,955 
1,580 

350 

1.600 
145 

7O' 

'"J,22S 

850

'40,lS 
($)

1,62<) 

President';1j janIe with FulJ rtt.ue-ln in FY J!i% with Ad,l:ustmenu in JGA. Worldl1& l"'oor Cbild Cal"e. 

~mo-nstn.tioo.'i tIP ~ent 1"rQ';:':c••"io"n::..::""Sta='''''.::O"'''''"',,n,,,_____________________ 
No!>; 1: f'arenthMes denmc "",ing" 
NOlte 2, Five Y"-r 'l'Id Ten YeAl Federal ettim&tes ~t130~ oh.lI expetidibJl"C$ e);;cept (0'( 

the following: benefiL, ,lire at o;um:tit mUdt nw; thUd 'uppqrt. is !Mtcht>d .t (ll~ 
specified in £he hypalhetie41 pltn: md eomprt:henJjvll" dcmonrtnb-)I) grants ue fI\.Ilf.clted at lOO~. 

Soufee: HHSJASF'H $1&[( ~ti.tn4tcs, Th~ estlmatc:Ji Mve be.cn shll.n'.d ·NitJl staff within HIlS and OMB bVI 
ha~ not bo.m offida!.ly reviCWl'!d by oMS. The pol.icia do nO( Tq)relelrt & ¢OlUemut 1'TC(!mtnmloatiou 
Qrthe Wtft\:ing Group C().Chain:, 
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I welf~e Reform Financing Options 

DoUan In Billion, 

5Year 10 Year 

4/1l/94 16,45 Total Federal Stare Total Federal Stale 

Summary: 

<A. Program Savings 5.64 5.24 IUO 16.83 15.03 1.80 

B. Eniorcement Savings 2.07 2.07 0.00 4.27 4.27 0.00 

C. Extend Expiring Provisions 2.10 2.10 0.00 11.46 11.46 0.00 

Total: Financing Options 


DRAFT 1 



Welfare Refonn Financing Options 


DoHan in Bi1llont 

5 Year 10Vear 

4/1l/9416:45 Total Federal Stale Total Federal State 

A. Program Savings 

• 	Limit Emergency Assistance 

• 	Make Current 5 Yea, SSIlJe<ming Rules 
Permanent and Extend to AFDC and Food 
Stamps. After 5 Years, Continue Deeming for 
those Spomers with AGI > 40K for]O years or 
Citizenship. Limit Assistance to l'RUCOLs, 

• 	 Income Test Meat Reimbursements to Family 
Day Carc Homes 

• 	Limit Deficiency Payments 10 Those Making 
$l00K or More from Of{~Fann Income per Year 

• 	Fair Transaction Costs with Graduated Interest 
Rates for Early Redemption of Savings Bonds 

Subtotal 

B. 	 En/orcement Savings 
EITC, 

• 	Dcny to NOrt«Residcnt Aliens .. 

• 	R>Cquire Reporting for DOD Personnel 

Gambling: 

• Increase Withholding on Gambling Winnings 
>$50K 10 36% 

• 	Withholding Rate of 28% On Keno. Biflgo. SJots 

• 	 Require Information. Reporting on Winnings 
> $1QK from Gambling 

• 	 Treasury currcn!ly reviewing this estimalit 

1.50 1.50 0.00 

2.20 1.80 0,40 

0.57 057 0.00 

0,61 0.61 0.00 

.,,:!>\ 

0,76 0.76 0,00 

.r~~"~''''''·~·~v<5.64 5.l4"\"R~fr40'"G :.,,:=?t~ ,~ ,_,,-,,«W»;.. '" = ...... 

0.13 0.13 0.00 

0.16 0.16 0.00 

052 0.52 0.00 

0.25 0.25 0,00 

0.22 0.22 0.00 

4.00 4.00 0.00 

8.70 6.90 J.80 

1.72 1.72 0.00 

1.31 1.31 0.00 

,I.e 
1.10 1.10 0.00 

~~i~:o~.i~~ 

0.33 0.33 0.00 

0.40 0.40 0.00 

0.78 0.78 0.00 

0.32 0.32 0.00 

0.61 0.61 0.00 

DRAFT 2 
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Welfare Reform Financing Options 


Do11&nI in Billion. 

5 Year 10 Year 

4/11/9416:45 Total Federal State Total Federal State 

• Limit Tax Deferred Annulty Inrerest Bulld-Up 
oI100K/50K per Year Annulties 0,60 0.80 0.00 1.83 1.83 0.00 

__i
Sub!oW 	 n';,WI\Ir""~-;rucr0W~"r~~o.oo. 

c. 	Exlend Expiring Provisions­
~ 

. 0.,0 'd" 

Hold Constant the Portion of Food Stamp ~
- Overpayment Recoveries that States May 
Keop 0,05 0,05 0,00 0,12 0.12 0.00 

• 	Fees for Passenger Processing and other CUS~ . 

~rn~ y~ 0.00 0.00 0.00 1.04 1.04 0.00 

• 	 Extend Railroad Safety User Fees ro>:'" 0.16 0_16 0.00 0.41 0,41 0,00 
0",0 

~ 
Cuarantee the Securities Issued in Connection- with VA's DIrect Loan Sales 	 0.08 0.08 0.00 0.16 0.16 0.00 

• 	Jncrease the Housing Loan Fee to 3% lor Multiple 
usc of the guari.lntecd horne loan program when 
there is less than a S'*' downpayment 0.03 0,03 0.00 0.14 O.H 0,00 

• 	 Inaease the Housing I..oan Fee on most guaranteed 
Loans by .75% (i.e.~ no downpayment loan fee 
increased from 1.25% to 2.00%) 0.14 0.14 0,00 0,78 0.78 0.00 

• 	Ext~d VA's Authority to Consider Resale 
Losses 1n Detennining Whetller VA Should Pay 
the Guarantee or Buy the Fora::losed Property and 
Reset! it 0.02 0.02 0,00 0.09 0,09 0.00 

• 	CoUert the Cost of Treating Service Connected 
Veterans for Non-scrvice Connected Conditions 
from Health Insurers 0.39 0.39 0.00 2.95 2.95 0.00 

• 	 Some saYings requir~ additional administrative effort whkh may have discretionary costs. 

DRAFT 3 
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Welfare Reform Financing Options 


4/11/9416:45 Total 

5Y..,. 

Federal 

DoD.,. f:n BUUOll, 

SlSre TQIa! 

10 Year 

Federal SlSte 

• Collect Per Diems and CopaymenlS from Certain 
Veteran's for Non-.sef"V'ice Care 0.05 O,OS 0.00 031 031 0.00 

• VA pensions and Medical c.re Cost Re<overy. 
Verify veteran's se1f~reported incomedata with 
the IRS ond SSA 0.21 0.21 0.00 135 1.35 0.00 

• Cap means-tested. pension benefits at $90 per 
month for veterans and survivors who l?Ceive 
Medicaid nursing home benefits 0.19 0.19 N/A • 1.30 1.30 N/A' 

.. Round down mOrtthly benefit levels and provide 
reduced COLAs to benefi.cia.ries grandfathered 
into the new survivors program 0.64 0.64 0.00 1.98 1.98 0.00 

• Maintain GJ benefit COLAs aI5O%. which 
was to have been a full COLA in 1994 but was eliminated 
and reduced by 50% in 1995 in OBRA93 0.15 0.15 0.00 0.83 0.83 0.00 

Subtotnl 

Total: Financing Options 


Possible Alternative 

• 	 Gambling Excise Tax at 4% 3.16 3.16 0.00 7.21 7.21 0.00 

• 	 This propos.al represents a shift from federal VA (;'()Sts to federal/state Medicaid costs, States would 
bear the cost of the fedcral savings. 

DRAFT 4 
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Welfare Reform Financing Options I 	 I 

A. 	 Program Savings 

Umit 	Emergency Assistance 

• 	 5 year Federal savings: $1.5 B 10 year Federal savings: $ 4.0 B 
• 	 cap each State's AFDC emergency assistance expenditure at FY1993 levels 

(with inflation adjustrnenfs for future years), or 
limit spEnding to 3% of a State's total AFDC benefit payments from the past 
year (a grandfather dause could protect States with large funding drops). 

• 	 specifics of this proposal are still wtder development. 

Tighten Sponsorship and Eligibility Rules for Non-Citizens 

55!, AFDC and Food Stamps require that part of a legal immigrant sponsor's income 
is deemed available to the immigrant for a limited time, should he/she need public 
assistance. The following tightens benefit eligibility for non-citizens: 

• 	 5 year Federal savings: $ 1.8 B 10 year Federal savings: $6.9 B 
• 	 change the deeming period for AFDC and Food Stamps from three to five 

years, and permanently extend 55!'s five year deeming provision, which 
reverts to three years until FYI997. 

• 	 deeming continues for another five years for those aliens whose sponsors 
have adjusted gross income over $40,000. 

• 	 Creates PRUCOL eligibility criteria in the S51, AFDC, and Medicaid programs 
similar to the tighter Food Stamps criteria. 

Income Test Meal Reimbursements to Family Day Cate Homes 

• 	 5 year Federal savings: $.57 B 10 year Federal savings: $ 1.72 B 
• 	 Family day care homes in low-income areas would receive reimbursement 

for all meals at the "free meal" rate. 
• 	 Other homes could choose between: 

(aJ not means-testing and thus receiving "reduced price" rates, or 
(bJ means-testing, in which case meals for children under 185% of poverty 
would be reimbursed at the "free me.l" rate and meals for children above 
185% of poverty would be reimbursed at the "reduced price" rate. 
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Limit Deficiency Payments to Tlwse Mttking $100,000 or More Annually From Off­
Farm Income 

• 	 5 year Federal savings: $ .61 B 10 yeal' Federal savings: $ 1.31 B 
• 	 Producers receiving $100,000 Or more in off-farm adjusted gross income 

would be ineligible for Commodity Credit Corporation (CCC) crop subsidies. 

Graduated Interest Rates for Early Redemption of Savings Bonds 

• 	 5 ye.u Federal savings: $ .76 8 10 year Federal savings: $ 1.1 B 
• 	 New saving. bonds issued would initially yield 2% interest, which would 

gradually rise over 5 years to 4%. 
• 	 Curren! outstanding bonds unaffected. 

B. 	 Enforcement Savings 

Deny 	EITe to Non-Resident Aliens 

• 	 5 year Federal savings: $ .138 10 ye.u Federal savings: $ .33 8 
• 	 Deny EITe to nonresident aliens such as foreign students, professors, etc. 

Require Income Reporting for DOD Personnel, for rITe Purposes 

• 	 5 year Federal savings: $ .16 8 10 yeal' Federal savings: $.48 
• 	 Families living overseas and on active military duty would become EITC 

eligible.
• 	 To finance this, and produce above savings, DOD would report nontaxable 

earned income (such as subsistence and living quarters allowances) paid to 
.military personnel, overseas and stateside. This is counted for EITC purposes. 

Increase Withholding Rate en Gambling Winnings 

• 	 5 year Federal savings: $.52 B 10 ye.u Federal savings: $ .78 8 
• 	 increase the withholding rate of 28% to 36% for gambling winnings over 

$50,000. The odds of winning would be irrelevant. 

Withhold 28% From Keno, Bingo and Slot Mttchine Winnings 

• 	 5 year Federal savings: $ .25 B 10 year Federal savings: $ .32 B 
• 	 Impose 28% withholding on winnings over $7,s00, regardless of the odds. 

(No withholding is currently done.) 
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Informalion Reporting on Gambling Winnings 

• 	 5 year Federal savings: $.22 B 10 year Federal savings: $ .61 B 
• 	 Requires reporting on gambling, bingo, slot and keno winnings of $10,000 or 

more, regardless of the betting odds. (Reporting is currently required at 
various winning thresholds, If odds are 300:1 or more.) 

• 	 State lotteries exempt. 

Limit 	Tu Deferred Interest Build-Up of LIlrge Annuities 

• 	 5 year Federal savings: $.8 B 10 year Federal savingsl: $1.83 
• 	 Prohibit tax deferral on interest accruing to annuities that pay annual 

incomes over $100,000 for couples, $50,000 for single parsons. 

C. Extend Expiring Provisions 

Hold 	Constant the Food Stamps Overpayment Recoveries Stales May kep 

• 	 5 year Federal savings: $ .05 B 10 year Federal savings: $ .121l 
• 	 Extend 1990 Farm Bill provision letting States keep 25% of Food Stamps 

recovered due to fraud/intentional program violations. 
• 	 Extend the provision letting States keep 10% of Food Stamps recovered due to 

other unintentional errors. 
• 	 This provision would extend the current recoveries rate structure which is set 

to expire in FY1996. 

Fees for Passenger Processing and Other Customs Services 

• 	 5 year Federal savings: $ 0 Il 10 year Federal savings: $ 1.04 Il 
• 	 Extend the flat rate charge for merchandise processing and other U.S. customs 

services. 
• 	 The current fee structure, extended by NAFTA, expires after FY2003. 

Extend RJlilroad Safety User Fees 

• 	 5 year Federal savings: $.16 Il 10 year Federal savings: $ .41 Il 
• 	 Extend (and expand) railroad safety inspection fees. 
• 	 The provision would extend the fees through FY04. Currently they are set to 

expire in FY1996. 

1 PreHmlnary staH estimate, based on extrapolation of prior year savings, 
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Velerans: 

Guarantee lhe Securities Issued in Connection with VA'. Direct Loan Sales 

• 	 5 year Federal savings: $.08 B 10 year Federal savings: $ .16 B 
• 	 Currently, VA may sell its direct loans (i.e., mortgages held by V A) to the 

secondary market. Seoondary market institutions package these mortgages 
into securities and sell them to investors. VA has the authority through 
December 1995 to guarantee investors the timely payment of principal and 
interest on the securities, lle<:ause this guarantee eliminates risk to the 
investors, the investors will pay a higher price for the securities. 

• 	 Savings are net of increased costs due to increased default liability of this 
proposal. 

• 	 Permanently extending this provision would sustain the current higher price 
paid to VA for their direct loans sold to the secondary market. 

Increase Housing Loan Fee for Multiple Use of the Guaranteed Home Loan Program 

• 	 5 year Federal savings: $.03 B 10 year Federal savings: $ .14 B 
• 	 The loan guaranty program, established to promote home-ownership among 

returulng WWIJ Grs, guarantees mortgages made by private lenders to 
veterans, active duty service persons, and selected reservists. 

• 	 There is no limit on how many times a beneficiary can use the Home Loan 
Program. OBRA 93 increased the fee to 3 percent through FY98 for multiple 
use of the guaranteed home loan program when there is less than a 5 percent 
downpayment. 

• 	 This proposal would permanently extend the " percent fee for multiple use 
when there is less than a 5 percent downpayment, 

Increase Housing Loan Fee by .75 percent 

• 	 5 year Federal savings: $.14 B 10 year Federal savings: $ .78 H 
• 	 Fees on V A guaranteed home loans decrease as the downpayment increases 

and can be financed as part of the loan, 
• 	 OHRA 93 increased the fee on most guaranteed home loans by .75 percent 

through FY98 (e,g., the no-downpayment fee increased from 1.25 to 2 percent). 
• 	 This proposal would permanently extend the fee increase. Increasing the fee 

reduces the taxpayers' subsidy to this program while continulng to offer 
veterans a downpayment and fee package that would be below conventional 
loan requirements. (Because the fee can be financed over the life of the loan, 
i.e., thirty years, the cost would not be significant to beneficiaries,) 
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Extena VA's Authority to Consider Resale l.lJsstj; on LDIIns 

• 	 5 year Federal savings: $ .02 B 10 year Federal savings: $ .09 B 
• 	 When a private lender forecloses on a VA guarantee property , VA uses a 


formula to determine whether It is more cost-effective to: (1) acquire a 

foreclosed property from the lender and resell it, or (2) pay the guarantee to 

the lender. Under current law, this formula takes Into consideration the 

potential for losses on the resale of a foreclosed property through FY98. This 

ts consistent with the acquisition dedsionmaldng of private mortgage 

Insurers who consider resale losses. 


• 	 This proposal would make permanent the Inclusion of potential losses on the 
resale of a foreclosed property In the formula. 

Medical Care Cost Reccvery Program: Third Party Health Insurance 
Reimbursements. 

• 	 5 year Federal savings: $.39 B 10 year Federal savings: $ 2.95 B 
• 	 In 1986, VA received permanent authority to collect reimbursement for the 

cost of care from health insurers of nonservice-connected veterans. OBRA 
1990 expanded this authority to allow V A to collect reimbursement from 
health insurers of service-connected veterans for treatment of Ilollservice­
connected conditions. 

• 	 OHRA 1993 extended the service-conDected authority to the end of FY 1998. 
• 	 This proposal would make this authority permanent. 

Medical Care Cost Recovery Program: Per Diems .nd Prescription Copayments 

• 	 5 year Federal savlngs: $ .05 B 10 year Federal savings: $ .31 B 
• 	 OHRA 1990 authorized VA to collect hospital and n;using home per diems 

and outpatient prescription copayments from certain veterans for treatment 
of their nonservice-connected conditions. 

• 	 OBRA 1993 extended this authority to the end of FY 1998. 
• 	 This proposal would make this authority permanent. 

VA Pensions and Medical Core Cost Recovery Programs: Income Verification 
Match 

• 	 5 year Federal savings: $.21 B 10 year Federal savings: $1.35 B 
• 	 Under current authority, VA has access to IRS tax data to verify Income 

reported by VA pension and medical care benefloaries. VA's pension and 
medical care programs are means-tested. 

• 	 For pensions, the proposal would improve program integrity by reducing 
overpayments that occur when self~reported income is the only information 
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used to verify eligibility. For medical care, the proposal would allow VA to 
more effectively identify and collect copayments from higher income 
veterans. 

• 	 This proposal would make this authority permanent. 

VA Pension Benefits for Veterans and Spouses in Medicaid Nursing Homes 

• 	 5 year Federal savings: $ .19 B 10 year Federal savings: $ 1.3 B 
• 	 VA pensions is a means-tested program whlch provides monthly cash 

support to eligible veterans or their survivors. OBRA 1993 extended through 
FY 1998 a provision that caps pension benefits at $90 per month for . 
beneficiaries receiving Medicaid nursing home benefits. 

• 	 This proposal does not affect the pension beneficiaries. It reduces the amount 
of income that the beneficiary would have to turn over 10 the Medicaid 
program to help offset the costs of their nursing home care. 

• 	 These Sa\1ngs are: (I) net of the losl receipts to the Federal Medicaid program, 
and (2) represent less Federal fulimbursemenl of State Medicaid programs, 

• 	 This propos.1 would make permanent this pro\1sion which is currently 
scheduled to expire in FYI998. 

Round down and Reduce COLA Adjustment for Death and Indemnity 
Compensation (DIC) Benefits 

o 	 5 year Federal savings: $.64 B 10 year Federal savings: $ 1.98 B 
• 	 The DIC program provides monthly cash benefits to survivors of service­

connected veterans who died during military service, or after service from 
their service-connected condition. 

• 	 OIlRA 1993 prOVided authority to round down the monthly benefit levels to 
the nearest dollar and reduce the COLAs by 50% to benefidaries who were 
grandiathered into the new DIC program. IThe old DIC program based 
benefits on military rank; the new program pays a flat rate.) 

o 	 This proposal would make thls authority permanent. 

Maintain Montgomery GI Bill (MGIB) COLA at 50 Percent 

o 	 5 year Federal savings: $ .15 B 10 year Federal savings: $ .83 B 
• 	 Servicemembers and veterans who have elected and contributed to the MGIB 

program receive $400 per month towards educational benefits. Under Title 
38, MGIB redpients were to have begun receiving annual COLAs increases on 
their benefits for the first time in FY 1994. OBRA 1993, however, eliminated 
the FY 1994 COLA and reduced by 50 percent the FY 1995 COLA. 

• 	 This proposal would permanently reduce future COLA increases, by 50 percent 
in FY 1996 and beyond for those beneficiaries who benefited by electing to stay 
in the old payment structure. 
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Possible Alternative 

Ercise Tar on Gambling Revenues 

• 	 5 year Federals.ving.: $ 3.16 B 10 year Federal savings: $ 7.21 B 
• 	 Tax gross revenues (wagers minus winnings paid out) from all gambling 

activities at 4%. (Current Federal wager taxes range from .25%-2%.) 
• 	 State lotteries would be exempt from this tax. 
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WELFARE REFORM OPTIONS 04111194 
(Five Year Federal Cost in Millions of Dollars) 

Package 1 Pack'ile 2 
IA In 

Parental Responsibility (130) 	 (130) (130) 
Transitional Assistance 6,690 	 6,990 6,990 
Working Poor Child Care 1,500 400 	 3,500 
UP provisions 	 495 495 495 
Demonstrations 540 	 1,100 1,100 
Improving Government Assistance 380 600 	 600 

TOTAL 9,475 	 9,455 12,555 


:1... P,'1' 
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Dollars in Billion. 

5 Year 10 Year 

4/719410:43 Total Federal Stare 

Summary: 

Program Savings 5.70 5.30 0.40 16.94 15.14 1.80 

Enforcement Savings 1.30 1.30 0.00 2.56 2.56 0.00 

Extend Expiring Provisions 2AO 2.40 0.00 12.94 12.94 0.00 

Savings Within the Welfare Reform Paclc.agf' 1.22 0.Q9 1.14 8.06 2.10 5.97 

Total: Financing Options 

Iji.!S, ,,'il ,-\:. A"'- \.,"" ..,j.n.." __ 
1., t ... \-...tU6"'r"')~"1;11iU;'~ 
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Dolla.rt in Billions 

5 Year 10 Year 

4/7/94 10:43 Total Federal State Total Federal State 

Program Savings 

Limit Emergency Assistance 1.50 1.50 0.00 

Make Current 5 Year SSt Deeming Rules 
Permanent and Extend to AFDC and Food 
Stamps. After 5 Years, Continue Deeming for 
those Sponsers y.-ith ACI > 40K for 10 years Or 
Citizenship. Limit Assimnce 10 PRUCOLs. 2.20 1.8 0.40 

Income Test Meal Rcminburserncnts to Family Day 
Care Homes 0.57 0.57 0.00 

Limit CCC Deficiency Payments to $50K per 
year, attn'buted directly to individuals 0.67 0.67 0.00 

Charge a Penalty for Early Redemptions of 
Savings Bonds 0.76 0.76 0.00 

SubloW m~:3C~X~f;:'ii'¥O'1
;J;;;.,-'" • ",.:.<·.;;t,:>.;~.::.:.s. 

Enforcement Savings 

EfTC: 

Deny teNon-Resident Aliens 0.13 0.13 0.00 


Require Reporting for DOD Personnel 0.19 0.19 0.00 


Gambfing: 
Increase Withholding on Gambling Winnings 
> $50K to 36% 0.52 0.52 0.00 

Withholding Rate of 28% on Keno, Slots 0.25 0.25 0.00 

Require Information Reporting on Winnings 
> $lOK from Gambling 0.22 0.22 0.00 

~""~~""""<Y<:"';'r"'''''~Sublolai o,;,;·1..'!O' 1.30',,::<:0.00$ 
'" m,,""'" _" .> ,,,,<,,~,, 

4.00 4.00 0.00 

8.70 6.9 1.80 

J.72 1.72 000 

1.42 1.42 0.00 

1.10 1.10 0.00 

" « •••• " •••••••• ••1!l"._..... 
: ••·16.94 ....•• :1S.1'!£W.~1:80··
L:.:,-.".",,,,,,",",",~. ~~ 

0.33 0.33 0.00 

0.50 0.50 0.00 

0.78 0.78 0.00 

0.32 0.32 0.00 

0.63 Q.63 0.00 

@frtw.w"'';'''~t'I''''~f'''''''~;:
~\t;,~,~",,;z;,:~~!:~,:~~;";p;~ :", 
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noD.... in BiUiOPIJ 

5 Year lOy.... 

4/7{94 10,43 Total Federal State Total Federal State 

Extend Expiring Provisions" 

Hold Constant Ill. Portion of Food Stamp 
Overpayment Recoveries that States May 
Maintain. 0,0; o,os 0,00 0,12 0.12 0,00 

Fees for Passenger Processing and other Customs 

Services. 0,00 0.00 0,00 1.04 1.04 0.00 

Extend Railroad Safety Uscr Fees. 0.16 0,16 0.00 0.41 0,41 0.00 

Vt'Iet'ans: 

Guarantee the Securities Issued in Connection 
with V A's Direct Loan Sales. 0,08 0.08 0.00 0.16 0.16 0.00 

'Increase the Housing Loan Fee to 3% tor Multiple 
usc of the guaranteed home loand program when 
there is less than a 5% downP*lymcnt. 0,03 0.03 0.00 0.14 0.14 0.00 

Increase the Housing Loan Fee on most guarantet>d 
Loan$ by .75% (i.e., no downpayment loan fee 
increased from L25% to 2,{X}?C). 0.14 0.14 0,00 0,78 0,78 0.00 

Extends DV A 's Authority to Consider Resale 
Losses in Detenninlng 'Whether VA Should Pay 
the Guarantee or Buy the Foreclosed Property and 
Rescll it 0.02 0.02 0.00 0.09 0.09 0,00 

CoUect the Cost of Treating Service Connected 
Veteraru for Non~scrvice Connected Conditions 
from Health Insurers. 0.39 0.39 0.00 2.95 2,95 0,00 

Colli!ct Per Diems and Copayments from Certain 
Veteran's for Non-service Care, o.os O,OS 0,00 0.31 0.31 0,00 

.. Some savings require additional administrative effort whkh may have discretionary costs. 
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DoHan: In Billion. 

5 Year lOY..,. 

4/1/94 10:43 Total Federal State Total Federal State 

VA pensions and Medical Care Ccst Rerovery. 
Verify veteran's se1!~reported income data with 
the IRS and SSA. 0.21 0.21 0,00 1.35 1.35 0,00 

Cap means~tested pension benefits at $90 per 
month (or veterans and survivors who receive 
Medicaid nursing home benefits. 0.31 0.31 N/A' 2.02 2,02 N/A' 

Round down monthly benefit levels and prOvide 
reduax! COLAs to beneficiaries grandfathered 
into the new survivors program, 0.64 0.64 0.00 1.98 1.98 0.00 

~ 
Eliminate CI Bill benefit COLAs, which were to 
have started in 1994 but were eliminated and 
reduced by 50% in 1995 in OBRA93, 0.32 0.32 0.00 159 159 0.00 

Subtotal jiiWm~'i'r40mOoo'"!<'>t",K".~"P g""""""",,, """,~j I:lt:~~ 

Savings Within the Welfare Refonn Package 

Minor Moms: Eliminate AFDC for Mothers 
Through Age 17 Uving in Separab:!' Household 0.09 0.03 0.06 0.21 0.09 0.13 

Family Cap: No Additional Benefits for 
Additional Children 0.66 0.22 0.44 2.15 0.81 1.34 

Child Support Enforcement ( neg. indicates a cost)~ 

CSf: Admi. Costs (Net) 
CSf Auto_ion Costs (80% FedtralSlwre! 
CSf Inc,,,,,eJ MDe Col1«tions 

.0.80 
-0.46 
Ul. 

-0.70 
-OJ7 
~ 

0.00 
-0.09 
~ 

-3.65 
-1.01 
~ 

-3.99 
-0.86 
Ui 

0.44 
-0.21 
i2. 

Net CSE and Paternity Savings (includes 
automation - Totals are rounded) 0.48 -0.16 0.64 5.70 1.20 450 

Subtotal 
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J:)oUll1Iln Billion. 

4/7/94 10;43 
• 

Total 

5 Year 

Federal Stale Total 

10 Year 
Fed",al Stale 

Total: Financing Options 


Other Options N 01 Being Considered 

Gambling EXclSC: Tax at4% 3.16 3.16 0.00 7.34 7.34 0.00 

Defer COLAs lor CSRS and Military 
Retirement Until Age 62 5.21 5.21 0.00 28.01 III> 28.01 • 

One-half COLA's for Federal Retirement Until Age fa 
CSRS 0.61 

Military 2.15 
subtotal 2.76 

0.61 
2.15 
2.76 

0.00 
0.00 
0.00 

1.00 
11.00 
12.00 

1.00 
11.00 
12.00 

0.00 
0.00 
0.00 

and Move Military COLA up 6 Months - Oct, to April-
For Those Age 62 and over to Conform to CSRS :U!2 :U!2 lU!Q :U!2 :U!2 lU!Q 

Sub-total 0.67 0.67 0.00 9.91 9.91 0.00 

• Highly Preliminary Starl Prlcing . 
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Financing 

5 YeaX' 

Cap EA 1.5 
Target Food Program .6 
Aliens (5 Years) and 

New Rule 2.0 
Repayment by Social 5.0 

security to General 
Fund Where it has 
Taken Advantage of 
Genera.l Fund 

EITC and Tax Comp 1.3 

TOTAL 10.4 
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Options 

10 Year 

4.0 
1.7 

7.0 
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E X E CUT I V E OFF ICE o F THE PRE SID E N T 

04-Apr-1994 l2:23pm 

TO: 	 Isabel Sawhill 

FROM: 	 Bruce N~ Reed 

Domestic Policy Council 


SUBJECT: 	 $ for WR 

Happy birthday again! It was nice to meet your husband. 

Have you had any thoughts about where to look for money? I went 
over Rob Shapiro1s paper and found a few possibilities, although 
nothing jumps out as really attractive. 

Over the weekend, 1 invented a handful of two-year time limits for 
rich people. They're probably all bad policy and a pain for the 
IRS to enforce, but here goes: 

1. 2-yr limit on subsidy payments for wealthy farmers. (Shapirots 
paper says eliminating these payments would save $1 bill. over 5) 

2. 2-yr lifetime limit on capital gains over $100,000. (Or to put 
it another ways a total of two such gains in a lifetime. That 
leaves people room to sell a house and the stocks they inherited, 
but not chalk up huge gains year after year. But I suppose it 
would create a whole industry in capital gains of $99,999 or less. 
And yes, it discriminates against rich two-parent families. I 
have no idea how much it would raise.) 

3. 2-yr limit on the deductability of home equ~ty loans over $50k. 
{Don't you have to be pretty well off to borrow more than that in 
a second mortgage? Shapiro says eliminating the deductability of 
such loans altogether would save $12.8 bill over 5, but he 
admitted to me that he had come up with that number himself.} 

4. 2-yr limit on the deductability of tobacco and alcohol 
advertising. (In other words~ this kind of advertising will no 
longer be deductab1e after 1996. Since we're losing to the 
tobacco industry on the tobacco tax, we should go after them on 
another front. I don't know whether denying a deduction for one 
kind of advertising but not another is a violation of the First 
Arndt, but if we can prohibit tobacco ads on TV, shouldn't we be 
able to Single them out in the tax code? Alcohol ads must be 
worth a lot of $.) 

5. 2-yr limit on the deductability of margin interest. (I don't 



understand why you can deduct unlimited costs of borrowing $ to 
play the market but not to buy a car or send your kid to college. 
If we go after the home equity loan deal, we should go after this 
too~ Of course, we'd be reopening sacred pacts from '86 tax 
reform, etc., but this is just our opening bid. And the stock 
market is already plunging anyway.) 

6. 2-yr limit on annuities over $100k+ (I donft know the 
specifics on this, but Gene says it's on the GATT list.)' 

7. Cap 401 (k) deductions at $100k. (Is there a cap now? I don't 
think so. This probably wouldn't raise much money, but I'd be 
curious. ) (This one is not a 2 yr limit.) 

a. 2-yr limit on the LIHTC. (Make Chris's day.) 

If we looked through the CBO book. we could probably come up with 
others. Putting a two-year limit on something is easier than 
actually. eliminating it. Gene is willing to help if we need him. 


