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SUMMARY


This memorandum presents estimates of the anti-poverty impacts of several policies considered by the Illinois Commission on the Elimination of Poverty.  The project—commissioned by Heartland Alliance for Human Needs & Human Rights—obtains data on the Illinois population from the 2008 American Community Survey (ACS), and uses the TRIM3 microsimulation model to augment the data and impose the hypothetical policies.
  Poverty is measured using an expanded definition, very similar to the Supplemental Poverty Measure (SPM) that is now produced by Census Bureau researchers at the national level, generally following recommendations made by the National Academy of Sciences (NAS) in 1995.   The expanded poverty measure incorporates both non-cash benefits and key non-discretionary spending (taxes and work expenses) in assessing a family’s economic well-being.  This type of measure is required to assess the full impact of policies that affect income and benefits.
Prior to this project, under other funding, Urban Institute staff developed a set of “baseline” simulations that augment and adjust the 2008 ACS data for Illinois to allow calculation of the expanded poverty measure (Wheaton et al., 2011).  Under this project, we developed a modified version of those baseline simulations, incorporating two key differences between current Illinois policies and the policies in effect in the year of the data.  We then simulated the impacts of five potential policy changes:

1. increasing TANF benefit levels to 50 percent of the poverty guideline
2. increasing the TANF participation rate to 50 percent
3. adding 2,500 new subsidized housing units under the Illinois-funded Rental Housing Support Program
4. providing 2,500 community college scholarships per year
5. providing transitional jobs
The policies were simulated individually and as a combined package.
Some of the key findings are as follows:
· When all five policies are combined – assuming 20,000 transitional jobs and 2 cohorts of community college scholarship graduates—the number of people in Illinois in poverty falls by 8.8 percent, and the number in extreme poverty (below 50 percent of the poverty level) falls by 20.0 percent.  The “poverty gap”—the aggregate amount by which the resources of poor families fall below the poverty threshold—falls by 9.4 percent.  Percentage impacts are larger for individuals in families with children, due to the large impact of the TANF policy changes.  In families with children, the number of poor people falls by 16.3 percent, the number in extreme poverty is reduced by 57.7 percent, and the poverty gap for these families falls by 26.2 percent.  (All of the numbers and percentages can be found in the last column of Table 1.)
· Considering only the three changes in benefit programs (the increase in TANF benefits, increase in TANF participation, and 2,500 additional subsidized housing units) the change with the greatest impact is the hypothetical increase in the TANF participation rate.  Using the expanded definition of poverty, a TANF participation rate of 50 percent is estimated to reduce the number of people in poverty by 32,000, reducing the overall poverty rate by 2.2 percent and reducing the poverty rate for persons in families with children by 4.3 percent.  The policy reduces the number of people in extreme poverty by 15,000—5.6 percent of all poor people and 17.9 percent of poor people in families with children.  The poverty gap falls by 2.3 percent overall, and by 8.2 percent for families with children. (See the second column of estimates in Table 1.)
· An increase in TANF benefits to 50 percent of the poverty guideline would reduce poverty by approximately 18,000 people, and reduce the number of people in extreme poverty by 5,000.  In percentage terms, poverty would fall by 1.3 percent overall and by 2.4 percent for persons in families with children; extreme poverty would fall by 1.9 percent overall and by 6.4 percent for persons in families with children; the poverty gap would fall by 0.7 percent overall and by 2.5 percent for families with children.  (See the first column of estimates in Table 1.)
· An additional 2,500 subsidized housing units would reduce the number of people in poverty and the number of people in extreme poverty by approximately 2,000.  The poverty gap would fall by an estimated 0.3 percent overall and by 0.8 percent in families with children.

· The impacts of community college scholarships are estimated to cumulate over time.  After individuals from 12 cohorts of scholarship recipients have graduated, an estimated 22,000 people would be removed from poverty, and 6,000 would be removed from extreme poverty.  (See the fifth column of estimates in Table 1.)
· A policy that provides 40,000 transitional jobs per year could reduce the poverty rate by 3 percent, and reduce the extreme poverty rate by 12 percent.  In general, every 5,000 transitional jobs could reduce poverty by 0.2 to 0.4 percent, depending on exactly which eligible individuals obtained the transitional jobs.  (See the seventh column of estimates in Table 1.)
In the case of the policies that impact families’ cash incomes--through new or higher TANF benefits or new or higher wages—the estimated impacts are the result of both the initial cash income change and the secondary impacts of that change on other benefits or on taxes.  For example, reductions in SNAP benefits and higher required family payments for subsidized housing or child care would somewhat offset the poverty-reducing impacts of increases in cash income.
Several caveats are important to note.  First, the population used for this analysis does not include Illinois residents who live in any kind of institution – group home, nursing home, prison, etc.
  Second, the simulations do not capture non-financial implications of the policies—such as any relationship between educational attainment and childbearing decisions.  Third, we did not “age” the survey data to try to represent the current economic and demographic situation in Illinois.  Thus, the simulations estimate the impact of the potential policies if they had been enacted in 2008; the anti-poverty impact if they were enacted in another year might be different.  Since 2008, the economic circumstances of Illinois families worsened.  The median income of Illinois households fell from $53,254 in 2008 to $50,761 in 2010; and the Illinois poverty rate as measured by the official definition of poverty increased (from 12.3 percent in 2008 to 13.8 percent in 2010 (U.S. Bureau of the Census, 2010 and 2011).    The Illinois unemployment rate increased from 6.4 percent in 2008 to 10.5 percent in 2010; but declined to 9.8 percent in 2011 (Illinois Department of Economic Security, 2012).  If the policies could be tested using survey data that represents current Illinois conditions, the TANF policies might affect more families, due to a larger number of low-income families.  However, with more poor people in the starting population, any given reduction in the number of people who are poor would achieve a smaller reduction in percentage terms.  
Below, we first describe the development of the baseline simulations and the construction of the expanded poverty measure.  Then, we describe how we modeled each of the policy alternatives and present the results.
Capturing the “Baseline” Tax and Benefit Policies in Illinois

In order to assess the impact of policy changes, the “baseline” tax and benefit situation must be accurately represented in the data.  For example, before we can estimate the impact of a change in TANF benefits or participation, the data must accurately estimate the actual size of the TANF caseload and the actual amount of TANF benefits.  Under other funding (from the Casey Foundation) we used the TRIM3 microsimulation model to augment the 2008 ACS data for Illinois to correct for the under-reporting of certain types of cash income in the survey data, and to simulate benefit and tax amounts that are not included in the ACS survey.  A slightly modified set of baseline simulations was then created for this analysis, incorporating two Illinois policy changes that were put in place after 2008.
Overview of Baseline Simulation Methods
The “baseline” data that provide the foundation for this analysis include several elements that are either augmented or entirely imputed by the TRIM3 simulation model.  TRIM3’s simulations of tax and benefit programs are extremely detailed, following as closely as possible the actual rules of each program in Illinois.  For example, benefit programs are modeled on a month-by-month basis, capturing the fact that a family with part-year work might be eligible for different benefits during months of employment than during months of unemployment.
  
Three types of cash income amounts are augmented:  SSI, TANF, and unemployment compensation.
· Supplemental Security Income (SSI):  SSI is reported in the ACS data but the total amount reported falls short of the actual amount that is paid to Illinois residents according to administrative data.  Some logical edits are performed to adjust apparent mis-reporting of Social Security amounts as SSI amounts.  The simulation assigns SSI to additional eligible individuals to reach program targets.
· Temporary Assistance for Needy Families (TANF), including solely-state-funded (SSF) benefits:  The ACS asks respondents to report a total dollar amount of welfare or public assistance benefits.  Presumably, most of the amounts reported by low-income families with children are TANF or SSF benefits.  (Starting in October 2007, Illinois funds benefits for some families through a solely-state-funded program rather than with federal TANF funds or state maintenance-of-effort funds.
) However, the amount reported by low-income families with children falls somewhat short of the actual amount of TANF and SSF benefits received by Illinois families.  The simulation identifies additional families as being eligible for TANF or SSF under the Illinois policies, assigns their potential benefit, and identifies a subset of these eligible non-reporters as TANF or SSF recipients.  One limitation of the TANF simulation is that it does not capture variation in benefits across the state.  While actual Illinois TANF policy divides the state into three groups of counties, with slightly different benefit levels in each group, the TRIM simulation uses the Group 1 benefits across the entire state.  (Group 1 includes 74 percent of the Illinois TANF caseload, including Chicago.)  Thus, we overstate TANF benefits for the portion of the caseload in the other two county groups, by 3.6 percent in Group 2 (22 percent of the caseload) and by 8.3 percent in Group 3 (5 percent of the Illinois TANF caseload).


· Unemployment compensation, child support, and other income:  After separate questions about each person’s wages, self-employment earnings, investment income, Social Security, SSI, retirement income, and public assistance income, the survey asks for each person’s combined amount of income from any other sources, which may include unemployment compensation, child support, veterans benefits, workers compensation, or any other type of cash income not separately reported.  The TRIM procedures divide this amount between unemployment compensation, child support, and other income, based on an individual’s characteristics.  The simulation then identifies additional individuals who did not report “other” income as unemployment compensation recipients in order to reach actual program totals.
The TRIM3 simulations also create or augment data for three kinds of in-kind benefits:  child care subsidies, Supplemental Nutrition Assistance Program (SNAP) benefits (formerly referred to as food stamps
), and subsidized housing.

· Child care subsidies funded by the Child Care and Development Fund (CCDF):  There is no information on child care expenses or child care subsidies in the ACS data.  TRIM3 simulates eligibility for CCDF-funded child care subsidies using the policies in effect in Illinois, and selects a portion of those families as CCDF enrollees in order to come close to the number and characteristics of actual recipients.  For subsidized families, their child care expenses equal the amount that they would be required to pay in CCDF copayment in Illinois.  For unsubsidized families, statistical equations impute child care expenses.
· Supplemental Nutrition Assistance Program (SNAP):  SNAP receipt is reported in the 2008 ACS, but the value of benefits is not.  TRIM3 simulates the value of benefits and identifies additional households as recipients to come close to the size and characteristics of the actual caseload. 
· Public and subsidized housing:  The ACS asks households the amount of rent that they paid, but does not ask households if they live in public housing or if they have a housing voucher.  TRIM3 identifies households who would be eligible for these benefits and selects a caseload to come acceptably close to targets from administrative data.

The ACS does not have any information about tax liabilities.  The simulation computes the value of three kinds of taxes:  payroll taxes, federal income taxes, and state income taxes.
· Payroll taxes:  TRIM3’s payroll tax simulation includes variations for self-employed workers and federal workers.
· Federal income taxes:  TRIM3’s simulation of federal income tax liability includes non-refundable and refundable tax credits.
· State income taxes:  TRIM3 modeling of state income taxes uses the actual state income tax rules applied to 2008 incomes in Illinois, including the impact of the property tax credit and the earned income credit.
More details on the procedures for applying TRIM3 simulation procedures to the ACS data are available in Wheaton et al., (2011).  Detailed descriptions of TRIM3 simulation methods are available on the project’s website, http://trim3.urban.org.
All of the simulations and adjustments are internally consistent.  For example, if a family is simulated to receive TANF, the family’s SNAP benefit is computed using the simulated amount of TANF income.  Another interaction occurs between subsidized housing and SNAP; a family’s contribution to the rent of a public or subsidized housing unit is considered a shelter expense for purposes of computing the SNAP program’s “excess shelter deduction”.
In many cases, the simulations produce figures that are very close to the actual figures according to administrative data.  For example, while the $1.17 billion in SSI payments to Illinois residents reported in the ACS data falls 14 percent short of the $1.36 billion in SSI actually received by non-institutionalized Illinois residents during 2008, TRIM3’s adjustments bring the total SSI benefits to within 3 percent of the target.  In some other cases, the simulated data deviate more substantially from the target figures.  For example, the simulation identifies only 788,000 Illinois tax units eligible for the federal earned income tax credit, although administrative data show 954,000 Illinois tax units taking that credit.  (Other models have similar difficulties in simulating the EITC; see General Accounting Office 2001, Congressional Budget Office 2007, and O’Hara, undated.)  Also, the Illinois 2008 ACS data appear to show 7 percent more earnings subject to the payroll tax than reported in administrative data ($247.6 vs. $231.9 billion), possibly because many of the ACS households were interviewed early in the year before the recession had deepened.
  (Appendix Table A shows the simulated data for each benefit and tax program compared to the administrative target for that program.)
One additional aspect of the simulations that is important to note is the treatment of non-citizens.  Individuals report their citizenship status, country of origin, and year of entry.  However, a non-citizen’s eligibility for benefit programs depends in part on immigrant status—whether the person is a refugee/asylee, legal permanent resident, temporary resident (non-immigrant), or undocumented immigrant—and that information is not reported.  For this project, 24,000 non-citizens were identified as being likely refugees (based on their country of origin and year of entry); the remaining 953,000 non-citizens are treated by the simulations as if they are legal permanent residents.  (Further imputation of immigrant status beyond the identification of likely refugees was not feasible within project resources.)  To the extent that some of those non-citizens are undocumented immigrants or temporary residents, eligibility for benefit programs is overstated.

Incorporating Recent Policy Changes Into the Baseline Data
The baseline simulations used as the starting point for this project use both 2008 ACS data and 2008 benefit and tax policies.  It was not feasible within project resources to “age” the data to more closely resemble circumstances in a later year.  However, we did make two key updates to the baseline simulations, to capture two policy changes that have been implemented in the state since 2008:  changes to TANF implemented in July 2010, and the expansion since 2008 of the Rental Housing Support Program (RHSP).  Since the alternative policies affect TANF and housing subsidies, it was important to assess these policies against a baseline that included the current policies for those programs.

The July 2010 TANF changes included modification of two earned income disregards.   The earned income disregard for eligibility purposes was increased to equal the difference between 50 percent of the current federal poverty guideline for the applicant's family size and the TANF benefit standard for that family size (compared to the prior disregard of $90). The earned income disregard for benefit computation purposes was increased to 75 percent (compared to the prior disregard of 66.7 percent). TRIM3’s simulation of the TANF program was modified to capture both of these changes.  The simulation also captures the fact that the disregard for eligibility purposes also is used in “deeming” income in cases when a parent is excluded from the unit for a reason other than SSI receipt, or when a teen parent lives with her own parent(s).

When applied to the 2008 population, the changes to TANF earned income disregards increase the average monthly number of families eligible for TANF by approximately 19,000, or 12 percent.  Since units with earnings had a very low participation rate in TANF in 2008 (approximately 3 percent), the simulation assumes that only 600 of the newly-eligible families begin to receive TANF.  Considering benefits to both previously-participating families and newly-receiving families, annual TANF and SSF benefits are $5.0 million (7 percent) higher when we impose the July 2010 disregards on the 2008 data.

The RHSP subsidized only a few hundred households in 2008, but subsidized 4,000 households by 2010.  In the modified version of the baseline data for this project, we assign an additional 4,000 households as receiving a housing subsidy.


In addition to capturing the two policy changes, the “hybrid” baseline data also recalculated all other benefits that may change due to receiving a housing subsidy or receiving a higher TANF benefit.  For example, families who receive more TANF income due to the policy change will likely be eligible for lower SNAP benefits, and families newly receiving a housing voucher may become eligible for a lower SNAP benefits due to the connections between a family’s rent expense and the SNAP program’s “excess shelter deduction.”

Measuring Poverty With the Expanded (SPM-type) Definition

The definition of poverty used for this project is an expanded definition, based on recommendations made in 1995 by a panel of experts convened by the National Academy of Sciences (NAS).  Researchers at the Census Bureau and elsewhere have further developed the NAS panel’s concepts to produce a Supplemental Poverty Measure (SPM) using each year’s Current Population Survey (CPS) data.   We follow as closely as possible the Census Bureau’s methods for computing the SPM, including the methods for determining resources and for determining each family’s poverty threshold.  The SPM procedures cannot be followed exactly because the ACS data lacks some data elements that are present in the CPS.

The Census Bureau’s SPM resource measure starts from cash income, then adds the value of non-cash benefits (SNAP benefits and housing subsidies) and subtracts non-discretionary expenses (payroll and income taxes, child care expenses, other work expenses, child support paid to children living elsewhere, and medical out-of-pocket expenses).  The resource measure for this project comes close to the SPM definition but omits some elements due to constraints of time and funding.  Specifically, we do not include the value of LIHEAP, WIC, or school lunch benefits, we do not subtract the amount of child support paid to children outside the household, and we do not subtract medical out-of-pocket expenses.  (None of those items is included in the ACS data.)  All of these omissions have some impact on our baseline poverty estimates.  The Census Bureau’s CPS-based SPM estimates for 2010 show that the omission of either WIC or LIHEAP benefits would raise the overall (national-level) SPM poverty estimate by 0.1 percentage point, the omission of school lunch benefits would raise SPM poverty by 0.4 percentage points, and not subtracting the amount of child support paid would reduce the SPM poverty rate by 0.1 percentage point.  (Short, 2011)  

Of the resource-related items not available in the ACS data, the one with the largest impact on the SPM is medical out-of-pocket expenses.  In the absence of this subtraction from income, the Census Bureau’s 2010 SPM poverty rate would be 3.3 percentage points lower.  Since the ACS data do not allow the subtraction of each family’s medical costs, we instead make adjustments related to likely health spending needs in setting the poverty thresholds, discussed next. This is an alternate approach to incorporating the impact of medical costs that was discussed by the NAS panel.  (See National Research Council, 1995.)
The expanded resource measure (cash plus in-kind benefits minus non-discretionary expenses) is compared to a poverty threshold that differs from the official poverty threshold.  It is intended to represent the amount spent on food, clothing, and shelter by lower-income families, with a small allowance for other purchases.  The threshold is adjusted for family size and composition, housing tenure (whether a household owns their home with or without a mortgage or rents), and geographic area.  As mentioned above, we also adjust the thresholds based on individuals’ health insurance status and health status, to reflect the fact that some individuals face higher medical costs.  In other words, while the SPM reduces an individual’s resources by their medical costs and compares those resources to a threshold that does not vary by medical needs, our measure compares resources prior to medical costs to a threshold that is higher for individuals likely to have higher medical costs.  Both approaches recognize that medical needs increase the likelihood of an individual being poor.  (See Wheaton et al., 2011, for further details.)

The SPM measure captures differences not only between states but within states, largely due to differences in rental costs in different areas of a state.  Following the SPM concepts as closely as possible, we capture differences in costs for 23 different areas within Illinois.  For a two-adult, two-child family that rents its home, that has private insurance, and in which all family members are in good health, the SPM poverty thresholds range from $21,763 to $29,964 in different areas of Illinois. (See Appendix Table B for the thresholds for this type of family in each substate area.  Also, the Census Bureau’s website provides a map of the sub-state areas, here: http://www2.census.gov/geo/maps/puma/puma2k/il_puma5.pdf)

Using the TRIM-adjusted 2008 ACS data for Illinois that incorporate the 2010 TANF changes and the increase in RHSP households, the official poverty method produces a poverty rate of 11.5 percent, while this project’s implementation of the SPM results in a poverty rate of 11.2 percent.   (Table 3, first column)  Many families are poor under both measures.  However, a particular family could be poor according to one measure but not poor according to the other measure (or in extreme poverty based on one measure but not the other), depending on their specific family situation and the types of benefits their family receives.
The estimated number of poor people in Illinois under these assumptions—using the SPM measure, and incorporating the post-2008 policy changes—is 1.404 million, including 0.742 million persons in families with a child, 0.169 million in a family headed by someone age 65 or older, and 0.493 million individuals in a family without either a child or an elderly head.  The “poverty gap”– the amount of money needed to raise all families to exactly the level of their poverty threshold – is $3.749 billion.  On average, poor families in Illinois face a poverty gap of $5,379, and the average poverty gap for families with children is higher, at $5,751.  (These figures are not shown in a table.)

This project’s implementation of the SPM produces an estimate of 0.270 million people in extreme poverty—living in families with resources less than half of the applicable poverty threshold. This suggests an extreme poverty rate of 2.2 percent.  More than half of the people in extreme poverty (0.165 million) are in families that include neither a child nor a person age 65 or older.  There are also 0.078 million people in extreme poverty in families with children, and 0.027 million people in poverty in a family headed by a person age 65 or older.

SIMULATING ALTERNATIVE POLICIES

We simulated the impacts of five possible anti-poverty policies in Illinois:  increased TANF benefit levels, a higher TANF participation rate, an expansion of housing subsidies, increased community college scholarships that could lead to two-year (Associate) degrees, and a transitional jobs program.  For each policy, we resimulated the affected program and also captured secondary impacts on benefits in other programs.  For example, an increase in cash income (due to the TANF policies) can cause a family to be eligible for lower SNAP benefits and to owe a higher amount in child care subsidy copayments and/or family payment for subsidized housing.  Further, if a person obtains a job or starts to earn higher wages due to a transitional job or due to an Associate degree, the family may become ineligible for some benefits and will see changes in its tax liability.  We generally assume other family choices remain unchanged.  Specifically:

· An increase in a family’s cash income (in the TANF options) does not cause the family to purchase more expensive child care or to move to a more expensive apartment

· Being eligible for a lower SNAP benefit than in the baseline, or owing a higher family payment for subsidized child care or subsidized housing, does not cause a family to stop participating in either of those programs.

These assumptions are consistent with shorter-term policy impacts.  Also, even though individuals who obtain a new job due to obtaining an Associate degree or through the TJ program might become eligible for child care subsidies, we assume no increase in subsidy availability.  We do model greater program take-up in one circumstance:  we assume that any TJ recipient who was not already receiving SNAP benefits will begin to receive those benefits.  (All assumptions were developed in coordination with Heartland staff.)

Below, we describe the modeling of each policy and describe its impacts.  Table 1 summarizes key changes in employment, program costs, and poverty.  Table 2 gives more information on changes in benefit program costs and caseloads.  Table 3 gives more information on poverty results for each simulation, including poverty rates and counts of persons in poverty and in extreme poverty; and Table 3a shows the same information as Table 3 but in terms of percentage changes from the baseline results.  An additional table (Table 4) is presented for each simulation individually, comparing a finer breakdown of poverty data under that scenario to the same tabulation from the baseline data.

Policy 1:  Increase TANF Benefits


The Policy:  Under this policy, the TANF benefit levels for assistance units including adults were increased to 50 percent of the 2008 HHS federal poverty guidelines for each family size.  The benefit standard (or payment standard) is the dollar amount from which net income is subtracted to determine the TANF benefit.  Thus, an increase in the benefit level to 50 percent of the poverty guideline means that a family with no net income will receive a TANF benefit equal to 50 percent of the poverty guideline; and a family with some positive net income will be eligible for a higher benefit than under the prior benefit standards.  

For child-only units, benefits were also increased from their current levels.  However, the current percentage difference between benefit standards for child-only units and units including adults was maintained.  For example, the 2008 benefit standard for a unit consisting of one child (and no adults) was approximately 48 percent of the level for a single adult (for instance, a parent whose only child receives SSI); applying that percentage to the higher benefit standard for units with adults gives a modified standard of $209 for a child-only unit consisting of a single child.


The following table shows both the actual TANF benefit standards used in Illinois in 2008 and the benefit standards simulated as part of this policy option, for assistance units with adults and for child-only assistance units.
	Family Size

	2008 Benefit Standards
	Alternative Benefit Standards

	
	Units with Adults
	Child-Only Units
	Units with  Adults
	Child-Only Units

	1
	243
	117
	433
	209

	2
	318
	230
	583
	422

	3
	432
	284
	733
	482

	4
	474
	365
	883
	680

	5
	555
	434
	1,033
	808

	6
	623
	465
	1,183
	883


The increased benefit standards were used both for families that would have been funded by federal TANF funds in 2008 and those who would have been funded through Illinois’ “solely state funded” (SSF) program.  (In 2008, Illinois paid for cash aid for two-parent families, first-time pregnant women, refugee families, and families with an infant using a solely-state-funded program.  We refer to both programs as “TANF” in this discussion.)


The increase in benefits affects families’ TANF benefits in two ways.  First, families who were already eligible for TANF become eligible for a higher benefit. For example, a single parent with two children (a three-person family) and net income of $300 per month is eligible for a TANF benefit of $132 per month in the baseline simulation ($432 minus $300).  Under this policy alternative, however, this family becomes eligible for $433/month ($733 minus $300).  Second, some families that were not previously eligible become eligible for a benefit.  For example, a single parent with two children and net income of $500 was previously not eligible for TANF, but is now eligible for $233 per month ($733 minus $500).

Based on discussion with Heartland Alliance staff, we simulated this policy option assuming that if a family was previously eligible for TANF (before the benefit increase), the benefit increase would not cause the family to change its TANF participation status.  In other words, if a family previously eligible for TANF did not participate, the family still does not participate even though the family is now eligible for a higher benefit.  Of course, a previously-enrolled family that is now eligible for a higher benefit continues to participate.  Such a family also continues to participate in any other benefit programs from which they received benefits in the baseline, even if their benefits from those programs are now lower (due to the higher TANF benefits).  For families that became newly-eligible for TANF due to the higher benefits, the probability that they will choose to enroll in TANF is estimated from the behavior of similar families eligible for a similar amount of money in the baseline simulation.

Estimated Impacts on Programs:  The policy change increases TANF eligibility by 21,000 families in the average month of the year (Table 2).  This is a 12 percent increase in eligibility (relative to the 178,000 families found eligible in the baseline simulation).  Of those newly-eligible families, 3,000 are estimated to begin participating, raising the monthly caseload in the baseline simulation by 8 percent.  Due in part to the new families but due primarily to higher benefits for families already in the caseload, aggregate benefits double, from $87 million in the baseline (including the July 2010 policies) to $178 million.  However, some of this increase in income to low-income families was offset by a reduction in benefits from other programs.  In particular, the amount of SNAP benefits fell by $25 million, due to the fact that the SNAP benefit formula reduces the benefit by approximately 30 cents per dollar of additional net income (Table 2).  TANF families living in subsidized housing owe higher rental payments due to their higher TANF cash incomes, reducing the value of subsidized housing benefits by $5 million.  There is also a slight increase in copayments for TANF families with subsidized child care.  (Parents who receive TANF and who receive subsidized child care may be required to pay a copayment, which increases with income.)  Netting out the benefit reductions, the total increase in the costs across these four programs—TANF, SNAP, and subsidized housing and child care—is $60 million (Table 1) when the TANF benefit increase is modeled.

Estimated Impacts on Poverty:  The estimated impacts on poverty are relatively small, but must be considered in light of the relatively small number of individuals who receive benefits from TANF.  Overall, there are 742,000 poor people in Illinois who live in families with children (using the SPM definition; Table 1); however, only 91,000 people receive any TANF benefits under this policy simulation (this figure is not in a table).  Of those, some do not receive benefits the entire year.  Even if benefits are received the entire year, the higher benefit may or may not be enough to raise a family’s net resources above their SPM poverty threshold.  Also, some of the individuals who receive TANF are not poor as measured by the SPM definition.  In particular, some child-only units include a grandparent caretaker who is not poor, but who is sufficiently low-income to want to receive TANF to help care for a grandchild.  (Child-only units constituted half of the total Illinois TANF/SSF caseload in 2008.
)

This policy reduces the number of poor individuals (as measured by the SPM) by 18,000.  (Table 1 and Table 4, Policy 1)  The number of persons in extreme poverty is reduced by 5,000, and the poverty gap is reduced by $27 million.  All of the poverty reductions identified by the simulation occur among families with children under 18 (since Illinois considers an 18 year old student as a child for TANF purposes, a small number of families whose youngest child is age 18 might also benefit).  This policy reduces poverty for individuals in families with children by 2.4 percent, reduces extreme poverty in this group by 6.4 percent, and reduces the poverty gap for families with children by 2.5 percent.  (Table 1)  For families with children who remain in poverty, the average poverty gap is $5,729, slightly lower than the $5,751 average poverty gap for families with children in the baseline simulation.  (The average poverty gaps are not shown in a table.)

One way to consider the $27 million reduction in the poverty gap is by comparing it to the cost of the policy that produced that impact.  As explained above, the new TANF benefits, minus benefit reductions that occur as secondary impacts, resulted in a net increase of $60 million in government benefits.  The reduction in the poverty gap equals 45 percent of that figure.  In other words, 45 percent of the increased benefit costs served to bring poor families up to or at least closer to the poverty threshold.  The remainder of the benefits are bringing previously-poor families further above the thresholds, or are going to families that are not poor by the SPM methods (such as low-income but non-poor grandparents taking care of grandchildren).
Policy 2:  Increase the TANF Participation Rate


The Policy:  This simulation models an increase in the TANF participation rate to 50 percent.  In other words, of all the families eligible for TANF in a particular month of the year, half will receive aid (through either TANF funds or solely-state funds).  This is a large increase over the current Illinois participation rate for TANF.  Comparing the actual 2008 caseload (TANF plus SSF) to the number of families found eligible for TANF in our 2008 baseline simulation suggests a participation rate of only 17 percent.  The rate varies markedly by type of family.  Among families with a parent receiving SSI and children eligible as a child-only unit, about 61 percent appear to receive benefits; overall, about 35 percent of eligible child-only units appear to receive benefits.  However, only about 3 percent of TANF-eligible units with employed adults counted in the assistance unit appear to receive benefits.  After imposing the July 2010 earned income disregard increases, but assuming that the newly-eligible families participate at that low rate for families with earnings, the overall participation rate falls to about 15 percent.

These rates are low compared with rates estimated for other states, and are very low compared with rates observed prior to the 1996 legislation that created the TANF program.  Nationally, about 40 percent of TANF-eligible families received benefits in the most recently-published estimate (for 2005).
  Prior to the 1996 law, participation rates under AFDC were approximately 80 percent.


To implement the hypothetical increase in the TANF participation rate, it was necessary to assume what the participation rate “targets” would be for different subgroups of TANF-eligible families.  In consultation with Heartland staff, it was decided to maintain the current differential between the likelihood of participation for child-only families compared to the likelihood for families with adults.  Thus, the participation rate is raised to approximately 81 percent for child-only families and to approximately 39 percent for families with adults in the assistance unit, for an overall rate of 50 percent.

To reach the targeted participation rates, it was necessary to select specific families from among those families simulated to be eligible for TANF, but not enrolled.  We chose the eligible families that appeared “next most likely” to enroll based on their demographic characteristics and the level of their potential benefit.  For example, in selecting the newly-participating families, a family eligible for $300 and not already taking that benefit is more likely to be brought into the simulated caseload than a family eligible for only $50.
  Note that no distinction was made between the TANF and SSP programs; the simulated achieved the targeted participation rate across the combined programs.
Estimated Impacts on Programs:  The higher participation rate triples the caseload to approximately 92,000 families receiving TANF benefits in the average month of the year (see Table 2).  (There is also a slight increase in the number of families eligible for TANF, because units that are already participating can have income slightly higher than the limits for families who are newly applying for benefits.)  The cost of benefits more than triples, increasing from $87 million to $308 million.  For some families, the new TANF income is partly offset by a reduction in benefits from SNAP and/or an increase in the amount that a family must pay for subsidized housing or subsidized child care.  Annual SNAP benefits fall by $29 million, families newly participating in TANF who also live in subsidized housing must pay an additional $13 million in rent, and new TANF recipients with subsidized child care must pay $0.6 million in additional copayments.  Factoring in those effects, the net increase in benefits to low-income families is $178 million.

Estimated Impacts on Poverty:  The larger increase in benefits (relative to Policy 1) produces a larger decrease in poverty.  The number of poor individuals (measured by the SPM method) falls by 32,000, and the number in extreme poverty falls by 15,000.  The poverty gap is reduced by $87 million, which is 2.3 percent of the overall poverty gap, and 8.2 percent of the poverty gap for individuals in families with children.  The reduction in the poverty gap is equal to 48.8 percent of the net increase in benefits.  New benefits that do not serve to reduce the poverty gap are either bringing formerly-poor families further above the poverty threshold, or are being paid to families that are not poor according to the SPM measure.  For example, as mentioned earlier, when a grandmother is the caretaker for her grandchildren, the children might be eligible for TANF as a “child only unit” even if the grandmother’s income is above the poverty level.
Note that the poverty impact is partly determined by the families who join the caseload.  If the newly-participating families had been more concentrated among single-parent families with no earnings, for example, the anti-poverty impact of the poverty might have been somewhat larger.
Policy 3:  Increase the Number of Households in Subsidized Housing


The Policy:  The third policy simulation is an expansion of the RHSP program to provide subsidized housing to an additional 2,500 households.  Each newly-subsidized household is assumed to receiving the housing subsidy for the entire year.  The new subsidies are intended to be divided approximately evenly between households below 15 percent of median income and households in the range from 15 to 30 percent of median income.  Based on discussion with Heartland Alliance staff, it was assumed that approximately half of the newly-subsidized households would have children, about one-third would include a person with a disability, and the remainder would include a person aged 65 or older.


In the simulation of this option, we identify households that are currently paying for rental housing, with income below 30 percent of the state median income for their family size.  We select households to approximate the desired distribution by income level and family composition.  The cost of a new housing subsidy is estimated using the same methods as used for previously-subsidized families, by subtracting the family’s required rental payment from the fair market rent for an apartment of the size needed by the household.  On average, the fair market rent (FMR) for a two-bedroom apartment is $873 in urban areas of Illinois, and $548 in rural areas.  (The actual FMRs vary by specific area.)  For a family with a relatively low required rental payment, the annual value of the rental subsidy can be very high.
Estimated Impacts on Programs:  The policy increases the cost of housing subsidies by an estimated $19 million.  (Table 2)  There are no impacts of housing subsidies on TANF or child care subsidies.  There is a very small reduction in SNAP benefits due to the fact that newly-subsidized households would be eligible for a lower excess-shelter deduction in the computation of their SNAP benefit.  
Estimated Impacts on Poverty:  The number of people in poverty falls by about 2,000. (Table 1)   This is a small number in the context of the total number of people in poverty, but a large percentage of the people with new housing subsidies.  The poverty gap falls by $12 million overall, and by $8 million for families with children.  The overall reduction in the poverty gap is equal to 64 percent of the cost of the new housing subsidies.

Policy 4:  Community College Scholarships

The Policy:  Under this policy, there is an increase in the number of scholarships available for low-income individuals to attend community college.  Specifically, each year that the program is in operation, there are 2,500 new scholarships available.  We assume that each scholarship provides two years of funding, allowing a recipient to complete a two-year degree.  The new scholarships are available to individuals who have a high school degree or GED but no degree beyond high school, in families under 50 percent of poverty based on the official poverty measure.
  There are approximately 165,000 adults in the 2008 Illinois ACS data who are in families in extreme poverty (using the official poverty measure), who have a high school diploma or equivalent but no college degree, and who are neither retired nor disabled.
To select the individuals who might obtain the scholarships from among all the eligible people, we assumed that the distribution of scholarship recipients by age group would be approximately the same as the distribution among people currently receiving aid from the Illinois Education Foundation (IEF):  53 percent ages 18 to 24, 30 percent ages 25 to 35, and 16 percent 35 and older (Illinois Education Foundation, undated).  The distribution of scholarship recipients by current work status is assumed to be the same as the distribution of work status among the eligible individuals within each age range.  This results in an assumption that approximately 51 percent of each scholarship cohort will be either unemployed or out of the labor force during the entire year, while the remaining 49 percent have a job for at least part of the year.
Not all individuals who obtain a scholarship will complete a degree, and not all unemployed individuals who complete a degree will obtain a new job.  However, we do assume that all individuals who complete a degree will increase their earnings.  Specifically, we make the following assumptions about the educational and employment outcomes (developed in consultation with Heartland Alliance staff):
· Seventy percent of individuals who obtain a scholarship and begin a degree program complete an Associate degree.  (This is the cumulative graduation rate over the period 2005 to 2010 among individuals aided by the Illinois Education Foundation.
)  The individuals assumed to not complete the degree are assumed to have no increase in employment or earnings.
· Of persons who do complete an Associate degree who were not already working, 39 percent obtain a job.  (This equalizes the employment rate of this group with the employment rate of people in Illinois who already hold Associate degrees.)

· People newly obtaining a job are able to find a job with the characteristics of the “median job” held by people with Associate degrees in Illinois in the 2008 ACS data – 52 weeks, 40 hours per week, and an hourly wage of $17.63.
· Of the new Associate degree holders who were already working (at very low wages, since they were all in families under 50 percent of standard poverty), wages double.
  

Thus, each “cohort” of 2,500 scholarship recipients is assumed to produce 1,750 new Associate degree recipients (70 percent of 2,500). Of those 1,750, 890 were not working, and 860 already had a job.  Among the 890 new degree holders who did not already have a job, approximately 350 (39 percent) find a job due to the new degree.  Among the 860 new degree holders in each cohort who already had a job, all receive higher wages.
Some of the individuals who are modeled to be newly-employed become newly-eligible for subsidized child care through the Child Care and Development Fund (CCDF) (because any parent/guardian in the family is now working).  However, we assume that no new families would begin to receive a child care subsidy, since these subsidies are not an entitlement and funding is limited.

The numbers of people with new or better jobs as a result of the scholarships would cumulate over time; an individual who obtains a new degree in one year still has that degree in the future.  To capture this aspect of the scholarship policy, we model it under two different assumptions: assuming that the policy has already produced two classes (“cohorts”) of graduates, and assuming that the policy has already produced twelve cohorts of graduates.  When we assume that two cohorts have graduated, approximately 2,400 people are selected to have a new job or higher wages.  When we assume that twelve cohorts have graduated, approximately 14,000 people are selected.  The individuals affected by the 12-cohort simulation have an older age distribution than the individuals affected by the 2-cohort simulation, since the individuals in the early cohorts are now older, but still benefitting from the degrees they obtained through the scholarships.
It is important to keep in mind that the simulation attempts to capture only the financial aspects of the policy.  The simulation is not able to capture the impact of the policy on other life choices—such as the decision to graduate from high school, or decisions regarding marriage or childbearing.  A dynamic simulation model would be required to pick up those types of impacts.
Estimated Impacts on Earnings and on Programs:  When we assume that two cohorts of scholarship recipients have had a chance to complete the program, the model estimates an increase of $32.5 million in annual earnings due to the policy (Table 1).  The per-person increase in earnings depends on whether the person was previously not working and now has a new full-time job at $17.63 per hour ($36,600 per year) or whether the person was already working but now has higher earnings.  On average, the per-person increase is $13,000.  Due to the increase in income, the cost of benefits for the affected families is reduced by $3 million.  The families that include individuals with new or better jobs now owe in the aggregate $2 million more in subsidized rent payments, and are eligible for $1 million less in SNAP benefits.  An additional $7 million in taxes would be collected, including $5 million in new payroll taxes (counting both the employer and employee portions), $1 million in additional federal income tax (tax liability net of credits), and $1 million in additional state income tax liability.  

When we assume that twelve cohorts of scholarship recipients have had a chance to complete the program, the impacts are much larger.  The aggregate increase in annual wages is $216 million, or $15,000 per person.  The per-person average increase may be higher in part because of the older age distribution of the affected individuals in the 12-cohort simulation; on average, older individuals have higher wages.  The new wages lead to a decline of $40 million in housing and SNAP benefits, and an increase of $39 million in taxes.  All else equal, we might expect the impacts of the 12-cohort simulation to be 6 times as large as the impact of the 2-cohort simulation, and that is approximately true in the case of the tax results.  However, the 12-cohort simulation produces twelve times the benefit reductions as the 2-cohort simulation.  Again, this is likely due to the older age distribution of the individuals with new or better jobs in the 12-cohort simulation; the older individuals are more likely to have children, and families with children are more likely to enroll in SNAP and to live in subsidized housing than non-elderly adults without children.
Note that we do not attempt to estimate the main change in government costs due to this policy—namely, the cost of providing the community college scholarships.  (That type of estimation was outside the scope of this project.)
Estimated Impacts on Poverty:  The 2-cohort simulation reduces poverty by 3,000 people, and reduces the poverty gap by $4 million.  (Table 1) The 12-cohort simulation reduces the number of people in poverty by 22,000, and reduces the poverty gap by $51 million.  Only a portion of the affected individuals were previously in extreme poverty according to the SPM; this is because the criteria for scholarship eligibility used the official poverty definition (based on cash income).  Apparently, many of the individuals who were randomly selected to benefit from the scholarships (within the eligible pool) were in extreme poverty according to the official definition but not according to the expanded definition.  
Policy 5:  Transitional Jobs

The Policy:  A transitional jobs (“TJ”) policy provides subsidized employment to non-working individuals who cannot find other employment.  We modeled a program that would provide a job for 9 months (39 weeks), for 30 hours per week, paying wage rate of $8.50 per hour, which amounts to total wages of $9,945.  Based on guidance from Heartland Alliance staff, we make the following assumptions about the characteristics of individuals who could benefit from a TJ policy:
· ages 18-64
· in families in extreme poverty (under 50 percent of the poverty threshold) based on the official poverty measure

· not working

· not disabled
· not in school
While the policy would not specifically exclude individuals with college degrees, the simulation assumes that individuals with a degree beyond high school would not choose to participate.
  The 2008 ACS data for Illinois show 95,000 people meeting all of the above criteria, and without a college degree.  The TJ recipients are chosen randomly from among the eligible individuals.

One key modeling question is the extent to which having a transitional job would help an individual to keep or obtain employment after the job has ended.  To date, the evidence does not show lasting employment impacts, but there is some evidence of short-term impacts.  In consultation with Heartland Alliance staff, a decision was reached based on existing TJ research to assume that one-third of TJ enrollees would have an additional 3 months of unsubsidized employment following the 9 months of TJ employment, which they would not have had in the absence of the transitional job. Thus, we model one-third of enrollees as newly-employed for the entire year (earning a total of $13,260); while the remaining two-thirds are modeled as employed for 9 months.  However, we do not assume any “cumulative” effects of a TJ policy from a prior year.  In other words, the only individuals who are modeled as having a job during the simulation year due to the TJ policy are those who obtained a transitional job in that year.
Several other technical questions arise in the implementation of a TJ program.  One question is the treatment of the TJ wages.  We assume that all TJ wages would be treated by other programs in exactly the same manner as unsubsidized wages.  Thus, the TJ earnings are modeled as being subject to payroll tax and federal and state income taxes, and they are counted as earned income by benefit programs.  Another question is whether participation in TJ would affect whether or not a family would participate in benefit programs.  We assume that if an individual obtains a transitional job and his/her family is eligible for SNAP but not already receiving SNAP, that his/her family would begin to receive SNAP.  (Most of the 95,000 eligible individuals already benefit from SNAP.)  Finally, we make the same assumption concerning CCDF as mentioned above in the context of the community college scholarships.  Even if the transitional job would make a family potentially eligible for CCDF-funded child care subsidies (because any parent/guardian in the family is now working), we assume that the family would not start to receive a child care subsidy, since these subsidies are not an entitlement and funding is limited.

The aggregate impact of the TJ policy of course depends on the number of jobs available.  We model the impacts of 5,000 transitional jobs and the impact of 40,000 transitional jobs.  
Estimated Impacts on Programs:  When 40,000 Transitional jobs are simulated, the aggregate increase in wages is $441 million, or approximately $11,000 per person (the individuals modeled to work for 9 months earn $9,945 and those modeled to work all year earn $13,260).  The new earnings reduce SNAP benefits in the families of the newly-employed individuals by $46 million, increase the rent payments they are required to pay for subsidized housing by $30 million, and also decrease unemployment compensation (by $1 million) and TANF benefits (by $3 million).  Taxes show substantial impacts.  Payroll taxes paid by employers and employees rise by $68 million (slightly over 15 percent of the new earnings).  The amount of federal income tax liability falls by $50 million due to an increase in refundable Earned Income Tax Credit due to the increased number of low-wage workers.  State income tax liability increases by $6 million.
The simulation of 5,000 transitional jobs would be expected to produce changes approximately one-eighth as large as those in the simulation of 40,000 transitional jobs.  Since the impacts of the transitional jobs are not assumed to “cumulate”, and since recipients are selected randomly from among the persons eligible for the transitional jobs, doubling the number of jobs should double the effects, and so on.  That assumption holds generally true in the case of the programmatic effects.  Considering the total change in government costs (benefit reductions minus new refundable tax credits plus tax increases) the total change of $104 million in the simulation of 40,000 jobs is about 8.4 times the change of $12 million in the simulation of 5,000 jobs.  The relationship is not exact due to the random differences in the characteristics of individuals selected by the two simulations.  

Estimated Impacts on Poverty:  The simulation estimates that 40,000 transitional jobs would reduce the number of poor people (as measured by the SPM) by 42,000, would bring 32,000 people out of extreme poverty, and would reduce the poverty gap by $212 million.   The poverty gap reduction estimated to result from 5,000 transitional jobs is approximately one-eighth as large, at $30 million.  Note that due to the greater sampling variability when smaller numbers are involved, an alternate estimate of the impact of 5,000 transitional jobs might be to compute one-eighth of the estimates shown for 40,000 jobs.

Combination #1:  TANF Expansions, Additional Housing Subsidies, and Transitional Jobs


The impact of a package of policies may be larger or smaller than the impact that would be suggested by “adding up” the impacts of individual pieces.  We first test the impact of combining the two TANF expansions, the additional housing subsidies, and 20,000 transitional jobs.

Estimated Impacts on Earnings and Programs:  Combining the increases in TANF benefits with the increase in the TANF participation rates produces a much larger increase in TANF benefits than the increase from either policy alone.  When benefits are increased in the absence of the participation rate increase, the 27,000 families who currently receive TANF experience a substantial increase in their benefit, and 3,000 newly-eligible families also receive the larger benefit, but no other families are affected.  When the participation rate is increased in the absence of a benefit increase, the caseload increases by a factor of 3, but the newly-enrolled families are each receiving a comparatively low amount.  However, when the two policies are combined, the 92,000 families enrolled under Policy 2 now all have their benefits computed using the higher payment amounts.  In addition, the higher benefits increase the number of eligible families—from 178,000 families eligible in the average month in the baseline to 210,000 when these policies are combined.  (The number of eligible families could be slightly higher in the absence of the transitional jobs, which could cause some families to no longer be eligible for TANF.)   Finally, higher benefits make families more likely to participate, all else equal.  Applying the same probabilities of participation for families with different characteristics as were established in the simulation of a 50 percent TANF participation rate (at baseline benefit levels) results in 126,000 of the TANF-eligible families choosing to enroll, a participation rate of 60 percent.  Combining all of these factors, this scenario produces an estimated TANF/SSF caseload of 126,000 (compared to 27,000 in the baseline), and aggregate benefits of $821 million (compared to the baseline figure of $87 million).
The higher earnings (from the 20,000 transitional jobs) and higher TANF benefits combine to reduce SNAP benefits by $162 million.  Although this simulation also includes 2,500 new subsidized housing units, the value to families of those new units is more than offset by the fact that families already in subsidized units who have new TJ earnings or higher TANF benefits now owe higher payments; on net, the value of subsidized housing benefits to families falls by $42 million.  Also, the required copayments for families with subsidized child care increase by $2.3 million.  Payroll taxes increase by $34 million (counting both the employer and employee portions), refundable tax credits cause tax liability to decline by $23 million, and state income tax liability increases by $3 million.  The combined impact of changes across the benefit and tax programs is a net increase in government costs of $513 million, with the largest single element being the $734 million increase in TANF benefits.
Estimated Impacts on Poverty:  The combination of the TANF benefit and participation rate expansions, the increased housing subsidies, and 20,000 transitional jobs is estimated to reduce poverty in Illinois by 122,000 people (8.7 percent), and to reduce the number in extreme poverty by 54,000 (20 percent).  The poverty gap falls by $348 million (9.3 percent).  Because much of the impact comes from the interaction of the two TANF policies, the impacts for individuals in families with children are larger.  The poverty rate for this group falls by 16.0 percent, the extreme poverty rate is cut by more than half (a drop of 57.7 percent), and the poverty gap is reduced by 26.2 percent.
Combination #2:  All Policies, Including Two Cohorts of Community College Scholarships


The final simulation adds to the combination of policies described above by also modeling 2 cohorts of community college scholarship recipients.  This increases the number of individuals with a new or higher-wage job from 20,000 in Combination #1 to slightly over 22,000 in this simulation.  A small  number of individuals identified as benefitting from a community college scholarship when that policy was modeled individually were also identified as taking a transitional job when that policy was modified in combination with the TANF and housing policies.  However, if we assume they have benefitted from the scholarship, they are no longer eligible for the transitional jobs.  In this combination simulation, those individuals are modeled as having benefitted from the scholarship; some additional individuals are identified as taking the transitional jobs, so that 20,000 transitional jobs are still awarded.

Combining all the policies – higher TANF benefits, higher TANF participation, 2,500 more subsidized housing units, 20,000 transitional jobs, and 2 cohorts of community college scholarships—the number of people in Illinois in poverty falls by 123,000.  This is only 1,000 more than are removed from poverty by Combination #1, despite the fact that two cohorts of community college scholarships removed approximately 3,000 people from poverty when modeled alone. It is likely that some of the people removed from poverty by the community college scholarship policy were also removed from poverty by one of the other policies.

Overall, the combined policies reduce the number of poor people in Illinois by 8.8 percent, reduce the number in extreme poverty by 20.0 percent, and reduce the poverty gap by 9.4 percent.  Focusing on families with children, the number in poverty falls by 16.3 percent, the number in deep poverty falls by 57.7 percent, and the poverty gap falls by 26.2 percent.
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� Individuals living in institutions are included in the ACS data, but were not included in this analysis because of conceptual and technical difficulties in estimating their poverty levels.


� The annual earnings amounts reported in the ACS data are “allocated” across the months of the year using information reported by respondents on the number of weeks that they worked.


� The families funded through the SSF program are two-parent families, women who are pregnant for the first time, families including refugees, and families with children under age 1.  (Personal communication , Jennifer Hrycyna, Human Capital Development, Illinois state government, June 2010.)


� The maximum TANF benefit level in 2008 for a family of 3 is $432 in Group 1, compared to $417 and $399 in the other two groups.


� The distribution of the caseload across the three county groups is as of May 2011 (Illinois Department of Human Services, 2011).


� The name of the Food Stamp Program was changed to the Supplemental Nutrition Assistance Program effective October 2008.  We use the program’s current name in this memorandum.


� While we use the 2008 ACS data as representing calendar year 2008, the data file actually represents a blend of calendar year 2007 and 2008 incomes.  Approximately one-twelfth of the households were interviewed in each month of the calendar year, and each household was asked about income in the twelve months prior to the interview.  Thus, one-twelfth of the sample reported on income in January through December 2007, one-twelfth reported on income in February 2007 through January 2008, and so on.


� Earlier work under this project was conducted prior to the release of the Census Bureau’s most recent SPM thresholds and methods.  Thus, the poverty rates reported in earlier memoranda differ from those reported here.  The new thresholds are somewhat lower and therefore produce somewhat lower poverty estimates.


� Benefits are higher for larger families; only sizes through 6 individuals are shown in the table.


� In 2008, federal TANF funds provided benefits for an average of 19,459 families per month, of which 15,752 were child-only.  (DHHS/ACF, Caseload Data 2000-2008, � HYPERLINK "http://www.acf.hhs.gov/programs/ofa/data-reports/caseload/caseload_recent.html" �http://www.acf.hhs.gov/programs/ofa/data-reports/caseload/caseload_recent.html�).  In addition, the state funded approximately 6,000 one-parent families and 200 two-parent families through the solely-state-funded program (personal communication, Jennifer Hrycyna, Human Capital Development, Illinois state government, June 2010.)





� See “Indicator 4” in Health and Human Services, 2008.


� A statistical equation that is embedded in TRIM3’s TANF module estimates each eligible family’s probability of participation based on the family’s characteristics and the level of potential benefits.


� We follow Census Bureau methodology and cap the value of housing subsidies counted as income at the portion of the threshold considered to represent housing costs, minus the family’s required rental payment.  Housing subsidies free up income for purchasing food and other necessities only to the extent that they enable a household to meet the need for shelter. 


� The information that would be needed from an individual to determine his/her SPM poverty status would be extensive; thus, the simulation assumes that scholarship eligibility would be determined using the official poverty measure.


� Personal communication from Jessica Rosenberg to Doug Schenkelberg, March 8, 2011.


� According to staff of the IEF, alumni earn anywhere from 30 to 166 percent more than their pre-IEF income (personal communication from Jessica Rosenberg to Doug Schenkelberg, March 8, 2011).  The assumption of a 100 percent increase is approximately at the midpoint of that range.


� According to personal communication with Doug Schenkelberg, only 3 percent of the individuals who obtained transitional jobs through the program conducted by Heartland Alliance had degrees beyond high school.
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