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Abstract. A fiscal deficit occurs when the benefits and segsireceived by one group exceeds
the taxes paid. When such a deficit occurs, ajhenps must pay, through taxes, for the
services and benefits of the group in deficit. igedl distribution analysis measures the
distribution of total government benefits and takesociety, and assesses the magnitude of
government transfers between groups. The presahtsas provides a fiscal distribution
analysis of families headed by single parentsndasures the total government benefits and
services received by this group and the total tpees. This paper found that single-parent
families are net beneficiaries of government exjgengs, that is, as a group they generate a
more benefits and services than taxes paid. Oragegesingle-parent families paid $12,497 in
total taxes and received $32,522 in immediate gowent benefits and services. With a $20,025
per family annual fiscal deficit and 13 million gle-parent families, the annual aggregate net
fiscal costs (or fiscal transfer) amounted to $26llion in FY2004.

Introduction

Each year, families and individuals pay taxes téoghvernment and receive back a wide variety
of services and benefits. A fiscal deficit occutzen the benefits and services received by one
group exceeds the taxes paid. When such a dedicitrs, other groups must pay, through taxes,
for the services and benefits of the group in defichus, resources are transferred between
groups in the fiscal system, and government funetas the transfer mechanism.

In fiscal year (FY) 2004, federal government expemds totaled $2.3 trillion and state and local
expenditures totaled $1.45 trillion, for a combinedlue of $3.75 trillion. That same year,
federal taxes amounted to $1.82 trillion, and saaie local taxes and related revenues to $1.61
trillion. The $3.43 trillion in federal, state, éitocal taxes equaled 91 percent of the $3.75
trillion in expenditures. Government borrowingdnced the remaining gap between taxes and
spending.

A fiscal distribution analysis measures the disiiin of total government benefits and taxes in
society, and assesses the magnitude of governnaestdrs between groups. Although previous
fiscal incidence studies have focused on the 8istional, as well as the redistributional, effect
of government taxes and benefits on income, th/eel framework may be applied to other
units of analysis that bear policy relevance. [iteeature on fiscal incidence offers evidence
that factors than income, such as household clearstots, appear to be correlated with the
distribution of government taxes and spending.

This paper provides a fiscal distribution analydisamilies headed by single parents. It
measures: (1) the net fiscal balance (total tarés minus total benefits and services received)
of single-parent families and (2) the magnitudéheffiscal deficit or surplus generated by this
group. Since the 1960s, an increasing proportiahikdren are living in single-parent families.
In 2004, more than one child in three was bornadutedlock, one in four was living in a single-
parent family, and more than one-half of all cheldwill spend some time in a single-parent
living arrangement during their childhood. Thatgle-parent families are disproportionately
low-income and recipients of numerous governmengefits, from education to means-tested
programs, suggests that they bear a relativelytéovburden and a relatively high benefit receipt
compared to groups with higher income levels asd targeted by government programs.



This paper found that single-parent families artebemeficiaries of government expenditures (or
net tax consumer) in FY2004. That is, as a gromgles-parent families received more benefits
and services than taxes paid, generating a net figficit. On average, single-parent families
paid $12,497 in total taxes and received $32,52thimediate government benefits and services.
With a $20,025 per family annual fiscal deficit at®million single-parent families, the annual
aggregate net fiscal costs (or fiscal transfer) @med to $260.5 billion in FY2004.

The organization of this paper is as follows. #ect begins with a literature review of U.S.
fiscal incidence studie'sfollowed a brief outline current trends in singlarent families and
their demographic composition in Section Il. Sactill presents the general methodology,
Section IV, summary findings, and Section V, cosu. Specific methodological topics are
detailed in the Appendices.

Section I: The Fiscal Incidence Literature

A fiscal incidence study integrates tax incidenod benefit (or expenditure) incidence. It
addresses, in one analysis, the twin questions/bbbears the tax burden or receives benefits
from government?” andiow muchiaxes paid or benefits received?”.

Economist Irwin Gillespie, a pioneer of modern-diggal incidence studies, once defined fiscal
incidence as the change in an individual's (oraugrof individuals’) “economic position” after
the “introduction of the public sector,” whose ftina “is to divert resources from the private
sector of the economy so as to provide goods waatisfy social wants> In other words, fiscal
incidence compares tlpee-tax-and-benefito theposttax-and-benefit world, or the
redistributional effect of paying taxes and reaagjvgovernment benefits. Like fiscal incidence
analysts before and after him, Gillespie operatiaad “economic position” as current income,
though he acknowledged that wealth might captureerbhooadly the concept of “economic
position.” Income class — by decile, quintile, or other imeoclassification — is usually the
standard unit of analysis.

Though Gillespie (1965) marked a departure frometludier literature, a comprehensive fiscal
analysis that laid the groundwork for later sualdats, analysts on both sides of the Atlantic had
been conducting redistribution research for decad&arlier work on fiscal incidence had been
motivated by interest in the redistributive aspeud outcomes of tax and social welfare policies.
Though limited in their scope and methodology, ¢hetsidies nonetheless sought a more
coherent theoretical and empirical approach toesiibjChamberlain and Prante (2007), in their
review of the literature, concluded that “a gen@attern of findings emerged [from those earlier

! There is a broad and vigorous international fismeidence literature. The U.K., for example, fuised a long
and continuous stream of fiscal incidence analysasyy produced by the government, since Tibor Barna
Redistribution of Incomes through Public Finanieel 945. The Central Statistical Office, for insta, regularly
produces updated fiscal incidence reports. Foafimcidence studies of other countries, seeexample, Harding
et al. (2004), Dyck (2003), and Devarajan and Hoss&9%).

2 Gillespie (1965), p. 124.

® Ibid.

* For a list of earlier fiscal incidence studies Sillespie (1965), p. 123.



efforts], most notably that the combined distribatof government spending and taxes is much
more redistributive than is apparent from the tisstritutions alone

In general, tax incidence was and still is moreetigyed theoretically and empirically than
benefit incidence. Gillespie (1965) saw that &méation to fiscal incidence analyses. To
address that imbalance, he focused on the allocafiexpenditures in his comprehensive fiscal
incidence analysis. Overall, Gillespie (1965) fduhat incidence pattern at the federal level
“generally favor[ed] low incomes, burden[ed] incanand [was] mainly neutral over a wide
middle income range,” and at the state and loe&lJ¢he “pattern also favor[ed] low income,
but [was] essentially neutral over both the midaiel upper income range%.Furthermore, state
and local benefits to the low-income groups appetoexceed those of the federal government,
a finding that was contrary to the conventionalweag the time. In sum, “the middle income
brackets pay[ed] the cost of providing themselvek government services,” and “redistribution
occurs from the upper income brackets to the lom@me brackets, but not in the middle
income brackets.”

The first to use a single data source, the 196a-H6vey of Consumer Expenditures, to
allocate taxes and benefits, Bishop (1967) fousatl benefit incidence generally favored low-
income families and that there was significantsedution of income. In what he called the
“standard case” (Bishop estimated incidence baseskweral alternative assumptions), the
amount of benefits received was four times thedgaad for families in the lowest income
group in his analysis ($2,000 or less in 1960).cBgtrast, families in top income group in his
analysis ($15,000 or more in 1960) borne a tax duttat exceeded the benefits received by
about 160 percent. The break-even point was sligight of the center of the distribution (at
about $6000 in 1968)

The fiscal incidence literature continued to adwaatter the 1960s, both on the empirical and
theoretical fronts. On the empirical front, andysxamined the combined federal, state, and
local fiscal system as well as more limited fisggdtems such as just the federal or a municipal
budget® While these studies yielded varying patterndatdisaggregated levels, the net
distributional effect at the aggregate level isegally and substantially pro poor.

Another significant study in the literature, Ruggbind O’Higgins (1981) used microdata (1970
Census and IRS tax files) and found federal taxiéns to be proportional to incomes cross the
income distribution but local tax burdens to bglslly regressive; government expenditures as a
share of income, on the other hand, tended toaseras income decrease; although, at the
middle of the income distribution, average expaméi were rather comparable. Overall, it

® Chamberlain and Prante (2007), p.7

® |bid., p. 165.

" bid., p. 166.

8 Bishop (1967). p. 190.

° The literature tends to be concentrated in thé¥4%ind 1980s; although, in recent years, therbdéas a renewed
interest in fiscal incidence. For comprehensivalyses, see Reynolds and Smolensky (1977), Rugghbs
O’Higgins (1981), Wolff and Zacharias (2004), anda@berlain and Prante (2007). For limited-scopdyara, see
Menchik (1991), Goldbergt al (1974), Greenet al.(1976), and Martinez-Vazquez (1982).



appeared that resources were redistributed awaythe top three or four income decile to the
bottom half of the income distributidf.

While most fiscal incidence studies have a singlaryaccounting period, two studies in the
literature analyzed trends in the distribution&teff of government taxes and spending over time.
Reynolds and Smolensky (1977) analyzed fiscal ewie in 1950, 1961 and 1970, and found
that though the distributional impact was largemyany given year, the distributional effect did
not change between 1950 and 1970. ChamberlaiPeamde (2007) found that, between 1991
and 2004, “the overall fiscal system became somemloae favorable toward households in the
four lowest quintiles...and somewhat less favoratweard household in the top quintil&"”

On the theoretical front, considerable work hastane in the literature as well. Though the
basic fiscal incidence framework appears to begttfmrward — net distributional effect equals
the difference between taxes paid and benefitswede- the literature is fraught with
theoretically and technical challenges. To begiralysts have debated about the real definition
of “original” or “primary” income and its distribign (or, using a Gillepsie (1965) concept,
“economic position”) in the complete absence ofeyament activity’? Menchik (1991)

summed up the conundrum well, “The difficulty isthve don’t observe the counterfactual; we
do not know how much income a transfer recipienai@arn in the no-government stata.”
While analysts have proffered tenable theoreticadiefs on this question, these theoretical
models are admittedly difficult, if not infeasible, operationalize in empirical worK.

A second major conceptual issue in the literatnvelves the valuation and allocation of certain
government expenditures. There are two questiathénvthis issue. First, who benefits from
government services and benefits that cannot bbwtd to a specific user? Second, how
much, in dollar amount, are those benefits andices? Gillespie (1965) described two
approaches: (1) identify beneficiaries as those/lbose behalf government expenditures are
expended, or (2) allocate expenditures based obethefits, or value, they generate for each
individual (or unit of analysis). At core is thesue of valuating goods that do not have clearly
defined users and that generate present and fexteenalities. Aaron and McGuire (1970), a
seminal work in the literature, critiqued earlieschl studies on theoretical grounds and offered a
theoretical model for the distribution of publicagts based individual preferencd@sMaital

(1973) provided empirical results based on the rhiodéaron and McGuire (1970). Analysts
since Aaron, McGuire, and Maital have continuedewgelop the theoretical front on the
distributional effect of public goods.

Brennan (1976) provides a counterpoint to AaronMoGuire. Brennan did not argue against
using utility functions to impute the value of pigljoods to individuals if sufficient information

19 Ruggles and O’Higgins (1981), p. 141.

1 Chamberlain and Prante (2007), p. 35

2 Ruggles and O’Higgins (1981) used the term “o@jlistribution” or “original income,” which origated from
the Center Statistical Office; Reynolds and Smdgr{$974) used the term “primary distribution.”

3 Menchik (1991), p.270.

4 Reynolds and Smolensky (1977).

15 Although the term “public good” connotes a specifiean in public finance, analysts of empiricatdisincidence
studies have not applied a wholly consistent didini

16 See, for example, Kaplow (2006).



regarding personal preferences is available. Hehdiwever, argue for a more practical
approach (e.g., equal allocation of public goodsefies by household) in the presence of
“informational constraints® While analysts recognize and acknowledge the ¢tieat

difficulties involved in fiscal incidence, they, e@stimating empirical results, have generally
opted for the first approach descried by Gillesmd ask the question “on whose behalf is this
expenditure made?”. As Ruggles and O’Higgins drpldn order to be able to make any
estimates of the distribution of benefits from palgixpenditure, it is necessary to deal somehow
with these problems:®

In addition to the two major theoretical quandasesmarized above, literature reveals a
number of other theoretical and technical issi&samples include the proper accounting

period, the appropriate definition of proper incobase, and the focal unit of analysis. As noted
earlier, most fiscal incidence studies analyzectienge in the income distribution after
government taxes and spending. Income class, ofichdls or a group of individuals such as a
household, has been the conventional unit of aizailyshe literature. Analysts have noted,
however, that examining the distributional effettaxes and government spending on other
units of analysis might yield interesting findings.

Ruggles and O’Higgins (1981), for example, conddieteseries of distributional analyses with
different focal units, first by income decile, theousehold size, number of earners in the
household, and gender and race of the householdwy found:

Although income level is highly correlated with ¢&sxpaid, income alone does not
go very far towards explaining the distribution miblic expenditure benefits.
Instead, these tend to be correlated with a nundfedifferent household
characteristics, which vary over the particularlguéxpenditure categories under
consideration. Overall the single variable whigpears to be most important in
determining the distribution of benefits is houddhsize, although the analyses
by race and sex of household show, within partrcpl@pulation and income
groups other characteristics are also very impartan

Aside from Ruggles and O’Higgins (1981), only a fether fiscal incidence studies have
focused on units of analysis other than income tmotably the work on the fiscal impact of
immigration®® This paper explores a demographic characteristiyet explored in the

literature, namely family structure, and focusestanfiscal distribution of single-parent families
in the United States. In addition, this paperhwiti relative emphasis on expenditure allocation,
seeks to contribute to the development expenditicidence methodology. Finally, this paper,
using 2004 data, provides a portrait of the preBscal system.

Y Brennan (1976), p. 398.

18 .140.

19 see, for example, Peacock (1954), p. 7; Goldberd. (1974) on socioeconomic class; Ruggles and O’Higgin
(1981) on household characteristics; and SmithEdmdonston, eds. (1997) on immigration status.

% See, for example, Smith and Edmondston (1997)vé&aD., and T. Espenshade (1996), “Fiscal Impabtew
Jersey’s Immigrant and Native Households on Stadelacal Government: A New Approach and New Este@ndt
Office of Population Research, Princeton University



Section II: Trends in Single-Parent Families

The shift in family structure toward single-parénnilies is one of the most dramatic
demographic trends of the last forty years. InQl$#ngle-parent families comprised 5 percent
of all families or 9 percent of families with chih, and about 9 percent of children lived in
single parent families at any given point in 198Mhe unwed birth rate that year was about 5
percent. By contrast, single-parent families cosgal 13 percent of all families and 28 percent
of all families with children in 2004. About 28ngent of all children live in single-parent
families at any given point during that year, aednty 37 percent of all births were to single
mothers (see Figure 1). With rising trends in unwed childbearing, cohatidn, and divorce,
about one-half of all children and women will spesamaine time in a single-parent living
arrangement?

Figure 1: Trends in Single-Parent Families, 1960420

30.0%

25.0%

20.0%

15.0%

Percent

10.0% H

5.0%

0.0% —

I ST S R S PR N SR R N
R P PP LRSS DS S S
AN M S R A - S A

S A e P A A Ao
S ¥ B L L GO H A" N
NIRRT DR 5

—e— Single-parent families as a percent of all families
—8— Single-parent families as a percent of all families with children
—a&— Percent of all children living in single-parent families

Different factors have contributed to the riseiafge parenthood over the decades. Increasing
divorce rates appeared to have played a majoindhee 1960s and 1970s and out-of-wedlock
childbearing in the 1980s and 1990&Vhile the majority of single-parent families aralded

by single mothers (over 80 percent), the rise érthmber of families headed by single fathers
since the 1980s is also noticeafileNonetheless, despite having increased at a faxttarthan

2L Family structure statistics come from the Curfeopulation Survey, Historical Time Series, Tablés Cand
FM-1; unwed birth data are presented by Child Tsefithe Census definition of single-parent familissd here is
primary families or family households, and doesinolude Census’ definition of single-parent subifaas. This is
to make a more consistent time series comparis@easus’ accounting of sub- and primary families tizanged
over time. Section lll, general methodology, dsses in detail family and subfamily units in ther@ot
Population Survey.

% Bumpass and Raley (1995).

% Ellwood and Jencks (2004).

24 Bianchi (1995); Bianchi and Casper (2000). BiarftB95) observed that during the 1980s singledafamilies
increased at a faster rate than single-mother ii@en(ip. 71). Although 19 percent of single-parfantilies are
headed by single fathers in 2004, single-fathestituted only 5 percent of all families with chilr.



single-mother families since the 1980s, singledatamilies constituted only about 5 percent of
all families with children in 2004.

The rise in single-parent families has not beetritdiged evenly across various economic and
demographic dimensions. Single-parent familied terbe concentrated at the bottom of the
income distribution. According to McLanahan (200#g lowest income quartile saw the great
increase in the share of single-parent familiespamad to other income quatrtiles. In 1960, 14
percent of mothers in the bottom quartile werelsimgothers and in 2000, 43 percent (compared
to 4.5 percent of married mothers in top quarti@960 and 7 percent in 2008).Cut in another
way, in 2000, 50 percent of divorced or separategles mothers, 75 percent of never-married
single mothers, 38 percent of cohabiting singlehard, and 48 percent of widowed single
mothers fell in the bottom income quintffe.

Single-parent families also tend to be concentratedng the less educated, and the rise of
single-parent families has been unequal alongdieation distribution. Among children whose
mothers are college graduates, only 6 percent livasthgle-mother families in 1965; that share
increased to 10 percent in 1980 and plateauedattere By contrast, among children of

mothers with less than a high school degree, theestf children who lived in single-mother
families increased from 13 percent to 40 percetwéen 1965 and the mid-1990s but have since
slightly declinedf’

Similarly for women, the rate of and the increaseut-of-wedlock childbearing has been higher
among less-educated women. In fact, Ellwood andk®(2004) observed this trend in every
educational group, from those with than less thgh bchool education to those with some
college, except among college graduafeRivorce and separation rates, and the increase in
these rates since the 1960s, among ever-motherdumational attainment generally follow a
pattern similar to that of out-of-wedlock childbiey, although, the divorce and separation rates
among ever-married with less than a high schootedegppeared to have decreased and the rates
among ever-married college mothers appeared totigamged since the mid-1990s.

Educational differentials are important to notedaese of the strong association between
education attainment and earnings potential.

That single-parent families tend to be concentratetie bottom of the income distribution, have
lower educational attainment, which impacts thamengs potential, and are recipients of
numerous government benefits and services, supbldg education and means-tested
programs, suggests single-parent family statusimagorrelated not only with the distribution of
taxes paid but also with the allocation of pubkpenditures. This paper seeks to estimate the
net fiscal balance of single-parent families arelrttagnitude of that net balance.

% McLanahan (2004), p. 611.

% Martin (2006), Figure 3. Compare to 1976, a smalre of divorced or separated (50 percent vpeédent)
and never-married (87 percent vs. 75 percent) singithers fall in the bottom income quintile. Thtaation
remained the same for widowed single mothers, vthdeshare increased for cohabiting single mot{83percent
versus 24 percent).

2" Ellwood and Jencks (2004), p. 10 and Figure 2.7.

2 Ellwood and Jencks (2004), p. 10 and Figure 2.10.

2 Ellwood and Jencks (2004), Figure 2.11.



Section Ill: General Methodology

This paper is based on the core methodologicatimeon of fiscal comprehensiveness in two
regards. First, this analysis seeks to coveralegiment expenditures and taxes and similar
revenue sources for federal, state, and local govent. Comprehensiveness helps to ensure
balance in the analysis and avoid biases in thelgsions. Second, a basic principle of
estimation procedure employed for each expendgtrgram or category in the analysis is that,
if the procedure is replicated for the whole U.§pglation, the resulting estimated expenditure
will equal expenditures on the program accordinth&official budgetary documents. The same
principle is applied to each tax and revenue catego

Data

The two primary sources of data used in the alionadf government expenditures and taxes are
the March 2005 Current Population Survey (CPS) &upent and the 2004 Consumer
Expenditure Survey. Data on federal expenditureievaken fronHistorical TablesBudget of

the United States Government, Fiscal Year 20D4ta on federal taxes and revenues were taken
from Analytical Perspective®udget of the United States Government, Fiscal 2686 State

and local aggregate expenditures and revenue dgatataken from the U.S. Bureau of Census
survey of government finances and employment. Adafedmation on state and local spending
categories was taken from U.S. Census Bureaderal and Local Governments: 1992
Government Finance and Employment Classificatiomb4é Detailed information on means-
tested spending was taken from Congressional Rgs&arviceCash and Non-cash Benefits

for Persons with Limited Income: Eligibility Ruld®ecipient and Expenditure Data, FY 2002-FY
2004 This report provides important information oatstand local means-tested expenditures
from states’ and localities’ own financial resowes distinct from expenditures funded by
federal grants in aid. Data on Medicaid expendguor different recipient categories were
taken from the Medicaid Statistical Information t&ys (MSIS) as published Medicare &

Medical Statistical Supplement, 2000ther data sources include the 2001 Nationalsibald
Travel Survey and the 2004 National Nursing Home/&y

Definition of Single-Parent Families

The Census Bureau defines “family” as “a groupwad people or more (one of whom is the
householder) related by birth, marriage, or adopéind residing together.” A “subfamily” is
defined as “a married couple with or without chéidy or a single parent with one more own
never-married children under 18 years old...[and}sdo& maintain their own household, but
lives in the home of someone el$8.”Subfamilies may be related or unrelated to the
householder. The count of subfamilies is not idetliin the count of families after the 1980
Current Population Survey. As single-parent fagsilare the focal unit of analysis, this paper
considers single-parent families and single-pasabfamilies as distinct family units. This
paper uses martial status as defined in the CHP8s, Bingle-parent families with cohabiting
partners (with two adults present) are countedragesparent family units and married-parent
families with absent spouses (with one adult prgsse counted as married-parent family units.

30 Census BureaGurrent Population Survey (CPS) — Definitions angEnations.



Calculating Aggregate Federal, State, and Local Speling

This paper seeks to cover all government experaditand all taxes and similar revenue sources
for federal, state, and local government. The §tsp in a comprehensive analysis of the
distribution of benefits and taxes is to count aately the cost of all benefits and services
provided by the government. In fiscal year (FY) 20he expenditures of the federal
government were $2.3 trillion. In the same yeapesditures of state and local governments
were $1.4 trillion. The combined value of fedesthite, and local expenditures in FY2004 was
$3.75 trillion (see Appendix Tables D-3 and D-@)n the revenue side, federal taxes in FY 2004
amount to $1.82 trillion. State and local taxes slated revenues amounted to $.16 trilfibn.
Together, federal, state and local taxes amount&8.43 trillion, which came to 91 percent of
the $3.75 trillion in expenditures. The gap betwtsxes and spending was financed by
government borrowing. Aggregate federal expend#wat the sub-function level were taken
from Historical Tables, Budget of the United States Gaweent, FY 2007 These data are
presented in Appendix Table D-3. State and logglegate expenditures were based on data
from the U.S. Bureau of Census survey of government

Two modifications were necessary to yield an esenaf the overall combined spending for
federal, state, and local government. First, s#@8 billion in state and local spending is
financed by grants in aid from the federal governiné&ince these funds are counted as federal
expenditures, federal grants in aid were deductad the appropriate categories of state and
local spending, so as to avoid double counting.

A second modification involves the treatment of ketulike user fees and charges at the state
and local levels. These transactions involve tlipagment of a fee in exchange for a
government service: for example, payment of anydet at a park. User fees are described in
the federal budget in the following manner:

[lln addition to collecting taxes...the Federal Goweent collects income

from the public from market-oriented activities ahe financing of regulatory

expenses. These collections are classified asamsgges, and they include

the sale of postage stamps and electricity, chaimeadmittance to national

parks, premiums for deposit insurance, and procéeds the sale of assets

such as rents and royalties for the right to extrait from the Outer

Continental Shelf?

In the federal budget, user fees are not counteevanue, and the government services financed
by user fees are not included in the count of gowent expenditures. As the Office of
Management and Budget states:

[User charges] are subtracted from gross outlayerahan added to taxes on
the receipts side of the budget. The purpose isftteatment is to produce
budget totals for receipts, outlays, and budgédiaity in terms of the amount

3L This figure includes property income earned bygbeernment such as sale of assets or interest@amassets.
32 OMB (2006b), p. 301.
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of resources allocated governmentally, throughectie political choice,
rather than through the markét.

In contrast, Census tabulations of state and lgoatrnment finances include user fees as
revenue and also include the cost of the serviceigeed for the fee as an expendittitdhe

most prominent user fees treated in this manntgrarCensus state and local government
financial data are household payments to publigias for water, power, and sanitation
services. But market-like, user fee payments isftfpe do not involve a transfer of resources
from one group to another or from one householhtmther. In addition, government user fee
transactions do not alter the net fiscal deficisrplus of any household (defined as the cost of
total government benefits and services receivedigniiotal taxes and revenues paid) because
each dollar in services received will be matcheaihg dollar of fees paid. Finally, determining
who has paid a user fee and received the correspmpadrvice is very difficult.

For these reasons, this paper has applied thealdues applied the federal accounting principle
of excluding most user fees from revenue tallie$ excluding the services funded by the fees
from the count of expenditures to state and looakeghnment finances. As noted, the inclusion or
exclusion of these user fees has no effect oneghéstal deficit or surplus.

Types of Government Expenditures

After the full cost of government benefits and ses has been determined, the next step in the
analysis of the fiscal distribution analysis isetatine the beneficiaries of specific government
program. Some programs, such as Social Secuasat/ynparcel out benefits to specific
individuals. For those programs, both the benaiiesaand the cost of the benefit provided are
relatively easy to determine. At the oppositeexie, other government programs (for example,
medical research at the National Institute of Hgalb not neatly parcel out benefits to
individuals. Determining the proper allocationtleé benefits of that type of program is more
difficult.

To ascertain most accurately the distribution ofegament benefits and services, this study
begins by dividing government expenditures intocsitegories: (1) direct benefits, (2) means-
tested benefits, (3) educational services, (4) latimn-based services, (5) interest and other
financial obligations resulting from prior governmectivity, and (6) pure public goods.

Direct Benefits

Direct benefits programs involve either cash trarssbr the purchase of specific services for an
individual. By far the largest direct benefit prams are Social Security and Medicare. Other
substantial direct benefit programs are Unemployrireurance and Workmen’s Compensation.
Direct benefit programs involve a fairly transpdransfer of economic resources. The benefits
are parceled out discretely to individuals in tikylation; both the recipient and the cost of the
benefit are relatively easy to determine. In tasecof Social Security, the cost of the benefits

33 ki
Ibid.
34 Census Bureau (2000), sections 3.31 and 7.24.
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would equal the value of the Social Security cheglds the administrative costs involved in
delivering the benefit.

Calculating the cost of Medicare services is mam@ex. Ordinarily, the government does not
seek to compute to the particular medical servieesived by an individual instead government
counts the cost of Medicare for an individual asado the average per capital cost of Medicare
services. (The number equals the total cost ofitéed services divided by the total number of
recipients.3® Overall, government spent $840 billion on direenefits in FY 2004.

Means-Tested Benefits

Means-tested programs are available only to houdsth@low specific income thresholds. The
federal government operates over 60 means-testepigms:° The largest of these are

Medicaid; the Earned Income Tax Credit (EITC); f@amps; Supplemental Security Income
(SSI); Section 8 housing, public housing, Tempokssgistance to Needy Families (TANF); the
school lunch and breakfast programs; the WIC (Wartrdant, and Children) nutrition program;
and the Social Services Block Grant (SSBG). Maewans-tested programs, such as Sll and the
EITC, provide cash to recipients. Other such dsiptousing or SSBG, pay for services that
are provided to recipients.

The value of Medicaid benefits is usually counte@d imanner similar to Medicare benefits.
Government does not attempt to itemize the spetiédical services given to an individual;
instead, it computes an average per capita casdroices to individuals in different beneficiary
categories such as children, elderly persons, aabléd adults. (The average per capita cost for
a particular group is determined by dividing ta&penditures on the group by the total number
of be27eficiaries in the group.) Overall, the UsBent $564 billion on means-tested aid in FY
2004:

Public Education

Government provides primary, secondary, post-seaxgndnd vocational education to
individuals. In most cases, the government pasectly for the cost of educational services
provided. In other cases, such as the Pell Gragram, the government in effect provides
money to an eligible individual who then spendntemlucation. Education is the single largest
component of state and local government spendbspraing roughly a third of all state and
local expenditures. The average per pupil copudlic primary and secondary education is now
about $9,600 per year. Overall, federal, statd,lacal governments spend $590 billion on
education in FY 2004.

Population-Based Services

% The Census Bureau, for example, assigns Mediaats in this manner in the Current Population Sprve
% See CRS (2006).
3" This spending figure excludes means-tested vetqreograms and most means-tested education programs
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Whereas direct benefits, means-tested benefitsednchtion services provide discrete benefit
and services to particular individuals, populatased programs generally provided services to
a whole group or community. Population-based edjperes include policy and fire protection,
courts, sparks, sanitation, and food safety antttheepections. Another important population-
based expenditure is transportation, especiallgg@ad highways.

A key feature of population-based expenditurebas such programs generally need to expand
as the population of a community expands. (Thalitjuseparates them from pure public goods,
described below). For example, as the populati@ammmunity increases, the number of
policy and fireman will generally need to expangbroportion.

In its study of the fiscal costs of immigratiofhe New Americanshe National Academy of
Sciences argued that if service remains fixed wthigepopulation increases, a program will be
“congested,” and the quality of service for useils deteriorate. Thus, the NAS uses the term
“congestible goods” to describe population-basedises>® Highways are an obvious example
of this point. In general, the cost of populatlmased services can be allocated according to an
individual's estimated utilization of the serviceat a flat per capita cost across the relevant
population.

A sub-category of population-based services is gowent administrative support functions

such as tax collections and legislative activitiEgw taxpayers view tax collection as a
government benefit; therefore, assignment the @ioiis “benefit” appears problematic. The
solution to this dilemma is to conceptualize goveent activities into two categories: primary
functions and secondary functions. Primary fumgiprovide benefits directly to the public;

they include direct and means-tested benefits,atdut ordinary population-based services such
as police and parks and public goods. By contsgstpndary or support functions do not provide
direct benefits to the public but do provide neaegsupport services that enable the government
to perform primary functions. For example, no ocaa receive food stamp benefits unless the
government first collects taxes to fund the progréecondary functions can thus be considered
as inherent part of the “cost of production” ofrpairy functions, and the benefits of secondary
support functions can be allocated among the p@ipalan proportion to the allocation of

benefits from government primary functions.

Government spent $622 billion on population-basgdlises in FY 2004. Of this amount, some
$546 billion went for ordinary services such asgoénd parks, and $116 billion went for
administrative support functions.

Interest and Other Financial Obligations Relating b Past Government Activities

Interest payments for government debt are in fadigd payments for past government benefits
and services that were not fully paid for at timeetiof delivery. Similarly, government
employees deliver services to the public. Pathefcost of service is paid for immediately
through the employee’s salary, and government eygplbare also compensated by future
retirement benefits. Expenditures of public secdétirement are thus to a considerable degree,
present payments in compensation for servicesetelvin the past. The expenditure category

38 Smith and Edmonston, eds. (1997), p. 303.
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“interest and other financial obligations relatiogpast government’s activities” thus includes
interest and principal payments on government defitoutlays for government employee
retirement. Total government spending on thesesitequaled $468 billion in FY 2062.

Pure Public Goods

Economic theory distinguishes between “private aomsion goods” and pure public goods.
Economic Paul Samuelson is credited with first mgkhis distinction. In his seminal 1954
paper, Samuelson defined a pure public good (ot aalled in the paper a “collective
consumption good”) as a good “which all enjoy imoon in the sense that each individual’s
consumption of such a good leads to no subtractrons any other individual’s consumption of
that good.” By contrast, a “private consumption @jbis a good that “can be parceled out among
different individuals.*® Its use by one person precludes or diministsessié by another.

A classic example of a pure public good is a lighde. The fact that one ship perceives the
warning beacon does not diminish the usefulnesiseolighthouse to other ships. Another clear
example of a governmental pure public good wouldfulbgre cure for cancer produced by
government-funded research. The fact that nonatgeqs would benefit from this discovery
would neither diminish its benefits nor add extoats to taxpayers. By contrast, an obvious
example of a private consumption good is hamburgken one person eats it, it cannot be eaten
by others.

Direct and means-tested benefits and educatiomncesrare private consumption goods in the
sense that use of a benefit or service by one pgmsxludes or limits the use of that same
benefit by another. (Two people cannot cash theesaatial Security check.) Population-based
services such as parks and highways are often omeatias “public good,” but they are not pure
goods in the strict sense described above. In oas#s, as the number of persons using a
population-based service (such as highways angparéreases, either the service much expand
(at added costs to taxpayers) or the service wibime “congested” and its quality will be
reduced. Consequently, the use of population-bssedces such as policy and fire departments
by non-taxpayers does impose significant extrascosttaxpayers.

Government pure public goods are rare; they inchailentific research, defense, spending on
veterans, international affairs, and some envirartaig@rotection activities such as the
preservation of endangered species. Each of thastons generally meets the criterion that
the benefits received by non-taxpayers do not rasal lost of utility for taxpayers.
Government pure public good expenditures on thasetibns equaled $628 billion in FY 2004.
Interest payments on government debt and relatsid cesulting from public good spending in
previous years added an estimated additional ¢&g7billion, bringing the total public goods
cost in FY 2004 to $695 billion.

Table 1: Summary of Total Federal, State, and L&sglenditures, FY2004

%9 Of this total, an estimated $67 billion represghescosts of financial obligations resulting frpast public goods
expenditures. These costs are entered in theqpuidids category.
40 Samuelson (1954), p. 378-389.
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Percentage  Percentage

State and of To_tal of To'tal
Federal Local Total Expenditures Expenditures
Expenditures Expenditures Expenditures  (Including (Excluding
(in millions) (in millions) (in millions)  Pure Public  Public Pure
Good Good
Expenditures) Expenditures)
Direct
Benefits $783,350 $57,607 $804,957 22.4% 27.5%
Means-Tested  ¢406,512 $158,240 $564,752 15.0% 18.5%
Benefits
Educational $530,801 $590422 15.7% 19.3%
Benefits
Population-
Based $180,122 $481,696 $661,818 17.6% 21.6%
Services
Interest and
Related Costs $182,000 $219,260 $401,260 10.7% 13.1%
Pure Public
Good $694,153 $1,050 $695,203 18.5% 22.7%
Expenditures
Total
Expenditures $2,305,758 $1,448,654 $3,754,412 100.0%
Total
Expenditures
Less Pure $1,611,605 $1,447,604 $3,059,209 100.0%
Public Good

Expenditures

Taxes and Revenues

Total taxes and revenues for federal, state, azal fpovernments amount to $3.43 trillion in FY
2004. A detailed breakdown of federal, state, landl taxes is provided in Appendix Table D-7.
The biggest revenue category was the federal incaryevhich was $808 billion in 2004,
followed by Federal Insurance Contribution Act (R)Qaxes at $685 billion. Property tax was
the biggest revenue producer at the state andlmazls, generating $318 billion, while general
sales taxes gathered $244 billion.

Allocation Estimation Procedures
Estimating the Allocation of Direct and Means-Testd Benefits

In most cases, the dollar cost of direct benefits means-tested benefits received by single-
parent families was estimated by the dollar costenfefits received as reported in the CPS. One
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problem with this approach is that the CPS underntspeceipt of most government benefits.
This means that the aggregate dollar cost of bisnfeti a particular program as reported in the
CPS is generally less than the actual program ekpeas according to government budgetary
data. To be consistent, any fiscal analysis mdjsisafor benefit underreporting. Smith and
Edmonston (1997), for example, adjusted for suatetneporting**

This paper adjusts for underreporting in the CP& wisimple mathematical procedure that
increases overall spending on any given prograegt@l actual aggregate spending levels and
increases expenditures on single-parent familieniaqual proportion. Let:

Ex = Total expenditures for program x reported in@RsS;

Eox = Expenditures for program x for single-parentifees reported in the CPS;

Epx = Total expenditures for program x according tejpendent budgetary sources; and
Fp = Number of single-parent families in CPS.

Then:

Eox Bx = Share of expenditures received by single-pa@ntilfes reported in the CPS;
(Epw Bx) % Enx= Actual expenditures allocated to single-parentili@s; and
(Epw Bx) * (End Fp) = Average program x benefit per single-parent fami

The key assumption behind this underreporting dhjest procedure is that single-parent
families underreport receipt of welfare and othevegnment benefits at roughly the same rate as
the general population. As there is no evidencgmgest that single-parent families underreport
government benefits to the Census at a rate différem that of the general population, this
procedure appears valid as an estimating technique.

Estimating the Allocation of Education Expenditures

The average cost of public education services whksilated in somewhat a different manner
since the CPS reports whether an individual in kgdon a public school but does not report the
cost of education services provided. Consequeddtg from the Census survey of governments
were used to calculate the average per pupil dgaildic and secondary education in each
state*? The total governmental cost of primary and seaopdchooling for each household was
then estimated by multiplying the number of eniibeipils in the household by the average per
pupil cost in the state where the household residéss procedure yielded estimates of total
public and primary and secondary education costsifgle-parent families and for the whole
population in the October 2004 CPS Supplenf@adjustment for underreporting in the CPS
were made according to the procedures outline abBublic costs for post-secondary education
were allocated in a similar manner.

Estimating the Allocation of Medical Expenditures

41
p. 308.
“2 Census (2006). Costs included both current expers and capital outlays.
3 The October CPS Supplement contains more accseht®| enrollment data than the March CPS Supplemen
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The Census does not determine the costs of medéedinents given to particular person.

Instead, it calculates the average cost of Medioaidedicare benefits per person for a

particular demographic/beneficiary group. For egbanper capita Medicaid costs for children
are very different from those for the elderly. T®ensus assigns the appropriate per capita
Medicaid or Medicare costs to each individual wiparts coverage in the CPS that equals to the
average government for each individual who repoMedicare or Medicaid coverage.

Allocation of Medicaid expenditures is complicatadthe fact that a significant portion of those
expenditures goes to person in long-term caretutisths who are not counted in the CPS. In the
average month in 2004, some 1.65 million individuasided in long-term care institutions, of
whom about 62 percent reported receiving Medicagistéancé? The first step in allocating
Medicaid expenditures is to determine the shaexpénditures going to institutionalized and
non-institutionalized person within each of therfpumary recipient groups: elderly, children,
non-elderly disabled adults, and non-elderly atdibd adults. The procedures for determining
this are presented in Appendix C. Once non-irnstitalized expenditures have been separated
from institutionalized expenditures, the singlegrdarfamily share of Medicaid spending in the
general/non-institutional population can be detaeedifor each of the recipient categories
directly from CPS data. The demographic charastiesi of long-term institutional care residents
and those of family-parent families do not matchyweell, specifically for the categories of

adult (disabled and non-disabled) and elderly. r@loee, the only institutionalized recipient
category assumed to have a single-parent familgeskdhe children’s recipient category.

Estimating the Allocation of Population-Based Seraes

Wherever possible, this paper has allocated thieatgpulation-based services for single-
parent families in proportion to their estimateilizdtion of those services. For example, the
proportionate utilization of roads and highwayssbygle-parent families were estimated, in part,
on the basis of their share of gasoline purchasestmated in the Consumer Expenditure
Survey (CS). When an estimate of proportionatezation was not possible, the cost of
population-based services were allocated on a umifier capita basis.

Estimating the Allocation of the Costs of General Gvernment and Administrative Support
Services

Allocation of the costs of general government sssisuch as tax collections and legislative
functions presents difficulties since there are@pparent direct beneficiaries. Most taxpayers
would regard IRS collection activities as a burdwest,a benefit; however, while government
administrative functioer sedo not benefit the public, they do provide necgsgaundation

that makes all other government benefit and semiograms possible. It seems reasonable to
integrate proportionally the cost of governmentmarpservices into the cost of other
government functions that depend on those serviEeBowing this reasoning, the expenditures

*4In the average month in 2004, about 1.49 millisdividuals reside in nursing homes. Accordingi® €ensus,
another estimated 155,000 individuals resided mgiterm care institutions other than nursing homé&tedicaid is
the primary source of payment of residents enteminging facilities. According to the authors’ tddition of the
2004 National Nursing Home Survey (NNHS), aboup6&ent of residents reported receiving Medicasistence
in the month prior to the survey.
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for general government and administrative suppavelhbeen allocated among families in the
same proportions that total direct benefits, meaasted benefits, education, and population-
based services are distributed among famffies.

Estimating the Allocation of Financial ObligationsRelating to Past Government Activities

When government revenues do not cover the full cbgbvernment benefits and services, a
portion of annual costs is passed on to be paidtine years, through two mechanisms. First,
when government expenditures exceed revenuesptiegrgnent runs a deficit and borrows
funds. The cost of borrowing is passed to futwary in the form of interest payments and
repayments of principal on publics. Second, whgovwernment employee provides a service to
the public, part of the cost of that service iddar immediately through the employee’s salary,
but the employee may also receive government neinté benefits in the future in compensation
for services provided in the present. Expenditorepublic-sector retirement systems are thus,
to a considerable degree, present payments in awapen for services delivered in the past.

The allocation procedure for these costs assocwitidpast services among the present-day
population is uncertain. In this paper, the folilogvprocedure was used. First, veteran benefits
were regarded as compensation for pure public gandsvere allocated as such. Second, the
share of debt payment associated with past pubbd g@xpenditure was considered a pure public
good itself and allocated as such. Third, the rem@ interest and government retirements were
allocated in proportion to the share of all direenefits, means-tested benefits, education, and
population services received by single-parent fiasiih FY2004.

Estimating the Allocation of Pure Public Goods

Government pure public goods include expenditurededense, veterans, international affairs,
scientific research, and part of spending on therenment, as well as debt obligations relating
to past public good spending. The total cost eégublic goods was divided by the whole U.S.
Population to determine a per capita ¢8st.

Estimating the Allocation of Taxes and Other Goverment Collections

The distribution of federal and state income taxas calculated from CPS data. The Census
imputes tax payments into the CPS based on a fanmigome and demographic characteristics
and the appropriate federal and state tax ruleseter, since income is underreported in the
CPS, this means that imputed taxes will also bddao Thus, the imputed tax payments in the
CPS were adjusted to equal the aggregate incomevarue reported in government budgetary
documents.

The procedures for adjusting the underreportinigdéral and state income taxes were the same
as those used to adjust for underreporting of edipenes. For example, for federal income tax,
let:

“5 Approximately 27 percent of total federal expenditis devoted to pure public good function; tH&spercent of
federal support service expenditure was assumassist public good functions.
“® For a more detailed discussion on public goods Agmendix B.
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T, = Total income tax reported in the CPS;
Tpt = Total income tax for single-parent families repdrin the CPS;
T, = Total income tax according to independent buahyetources; and
Fp = Number of single-parent families in CPS
Thus:
Tt/ Ty = Share of taxes paid by single-parent famileseported in the CPS;
(Tpe/ Ty ) x Tp = Actual taxes allocated to single-parent families
(Tee/ Ty ) x (To/Fp) = Average taxes paid per single-parent family.

Employees were assumed to pay both the “employee™@mployer” share of FICA taxes.
Allocation of FICA taxes was estimated based ondik&ibution reported in the CPS, adjusted
for underreporting in the manner described above.

The incidence of federal and state corporate fgrtdit was assumed to fall 70 percent on
workers and 30 percent on owners of caffftalhe workers’ share was allocated according to
the distribution of earnings in the CPS; the owhehare was allocated according to the
allocation of property income in the CPS.

Sales and excise taxes were assumed to fall crotieimers; tax payments were estimated
based on the share of total consumption of relesammodity or commodities in the Consumer
Expenditure Survey (CS). For example, since thedgp8rted that single-parents consumed 12.9
percent of the sales of tobacco products, these amilies were estimated to pay a
corresponding 12.9 percent of all excise and gabess on tobacco products.

Section IV: Results
Demographic Characteristics

Table 2 summarizes the demographic characteristissgle-parent families (and for
comparison purposes, demographic characteristial f&fmilies and married-parent families are
presented as well). In 2004, there were an estariERanillion single-parent families in the
United States. Some 38.7 million individuals, atiti®L3 percent of the U.S. population, lived in
single-parent families. Of the 13 million singlarent families, an estimated 17.8 percent were
single-parent subfamilies, or family units thatidesl in the household of another family. On
average, single-parent families had three indiv&par family.

With some 28 million earners residing in singlequarfamilies, each single-parent family
contained, on average, approximately two individwetho reported any earnings in 2084.
Single-parent families contained, on average, @meez per family compared to one-and-a-half
earners per family in all family units and neamyotearners per family in married-parent family
units. Not surprisingly, single-parent familieddHawer average earnings per family compared

" Randolph (2006).
8 An earner in the CPS is anyone above the age wfith5at least $1 in reported wages or salariest ¢east $1 in
net income loss from reported farm or non-farm-seffployment.
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to the all family units and married-parent familidaterestingly, although married-parent
families had nearly twice the number of earnersfaily compared to single-parent families,
married-parent families had, on average, nearlethimes the average annual earnings per
family as that of single-parent families ($75,2@rsus $25,843).

On average, single parents were slightly youngam tharried parents (36 years of age versus 39
years of age). Among single parents, the averggevaried by marital history. Never-married
single parents, the largest group of single par@iisut 44 percent) were, on average, the
youngest (average age 30 years), and widowed giagénts were, on average, the oldest
(average age 52 years). The average ages of divartd separated single parents were 40 years
and 38 years, respectively.

Single parents, as noted earlier, are predominéetale, about 81 percent in 2004. Compared
to all family reference persons and married paresmgjle parents tended to have lower
educational attainment. Some 19 percent of singterjis did not have high school degrees
compared to 15 percent of all family reference per@nd 12 percent of married parents. About a
third of single parents were high school graduatesanother third reported some college
education. However, the education differentialsentbe most apparent at the higher education
levels. Married parents were twice as likely e parents to be college graduates (21.5
percent versus 9.4 percent), and more than thresstas likely to hold a graduate degree (11.6
percent versus 3.6 percent). In regard to racidlethnic background, about one half of all
single parents were white, about 27 percent wexekblnd 18 percent were Hispanic.

Table 2: Demographic Characteristics of Single-RaFamilies

Single-Parent All Families Married-Parent
Families Families
Number of family units (includes 13.0 million 80.7 million 27.7 million
primary family and subfamily
units)
Percent of family units that are 82.2% 95.2% 97.3%
primary families
Percent of family units that are 17.8% 4.8% 2.7%
subfamilies
Number of persons in family units 38.7 million 241.6 million 113.4 million
Persons per family 3.0 3.0 4.1
Adults per family 1.3 1.8 2.6
Children per family 1.7 0.9 19
Number of earners in family units 13.9 million 119.8 million 51.2 million
Earners per family 1.1 15 1.8
Earnings per family $25,843 $54,856 $75,207
Census person income per family $31,953 $67,756 ,9882

Mean age of family reference 36.4 47 39.6
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person

Gender of the family reference
person

Female

Male

Educational attainment of family
reference person
Less than a high school degree
High school degree
Some college
Bachelor’'s degree
Graduate degree

Racial and ethnic background of
family reference person

White

Black

Hispanic

Asian

Native American and Alaskan

Native

Other

Marital status
Married (spouse present)
Married (spouse absent)
Widowed
Divorced
Separated
Never married

(% of Total)

80.8%
19.2%

(% of Total)

19.4%
35.4%
32.2%
9.4%
3.6%

(% of Total)

50.2%

26.8%

18.2%
2.2%
1.0%

1.7%

(% of Total)
5.3%
37.5%

12.8%
44.4%

(% of Total)

47.3%
52.7%

(% of Total)

14.8%
31.2%
27.2%
17.3%

9.5%

69.5%

11.5%
13.0%
4.4%
0.6%

1.1%

(% of Total)
73.6%
1.2%
3.3%
8.9%
2.6%
10.4%

(% of Total)

40.2%
59.8%

(% of Total)

12.3%
27.1%
27.6%
21.5%
11.6%

(% of Total)

68.0%
8.0%
16.7%
5.8%
0.6%

1.0%
(% of Tota

97.7%
2.3%

Notes: Authors’ tabulation; weighted populationmsttes, March 2005 CPS Supplement.
Single-parent family units are defined as primayily and subfamily units in the CPS whose
reference person’s marital status is separatedraikd, widowed, or never married and has at

least one child under the age of 18.

Government Benefits and Services Received by Singkarent Families. The focus of this
paper is the benefits received and the taxes paesihgle-parent families, and the group’s net
fiscal balance. Appendix Table D-1 shows the estith benefits and services received by
single-parent families in 51 separate expenditategories. The results are summarized in

Table 3.

Overall, in FY2004, single-parent families received average of $32,522 per family in

immediate benefits and services, including directdsits, means-tested benefits, education, and
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population-based services. If expenditures faradt and other financial obligations relating to
past government activities are added to the cabetaverage expenditures per family rise to
$37,476. If the cost of public goods is added uahtotal expenditures on benefits and services
come to $44,579 per family.

Means-tested aid constituted the largest experddategory received by single-parent families,
an estimated average of $12,391 per family, folldblg education services, $11,602 per family.
These two categories constituted over one halfl glowernment benefits and services received
by single-parent families, which is not surprisingearly 30 percent of children resided in
single-parent families, and these families aretdingeted recipient group of numerous means-
tested aid programs. In FY2004, single-parent lfamalso received an estimated average of
$6,200 per family in population-based services33$@,0f which were in police, fire, and public
safety benefits, and $1,042 of which were in trantgtion services.

Table 3: Expenditure Allocation Summary

Category Share
. Average Expenditure of Average
Expenditure Category per Family Expenditures
per Family
Direct Benefits $2,328 7%
Education Benefits $11,602 36%
Means-Tested Benefits $12,391 38%
Population-Based Benefits $6,200 14%
Past Financial Obligations $4,954 11%
Pure Public Goods $7,103 16%
Total Benefits $44,579 100%

Total Benefits Less Pure
Public Goods and Past

Financial Obligations $37,476
Associated with Such

Goods

Total Benefits Less Past

Financial Obligations and $32,522

Pure Public Goods

It is important to note that the costs of beneditgl services summarized in Table 3 are a
composite average of all single-parent familiebeyrepresent the total costs of benefits and
services received by single-parent families dividgdhe number of such families. It is unlikely
that any single family would receive this exacti@aye of benefits. Nonetheless, the figures are
an estimated portrayal of the governmental benafitsservices expended on behalf of single-
parent families. When combined with similar datetaxes paid, they enable an assessment of
the fiscal status of such families as a group aed impact on other groups in the fiscal system.

Taxes and Revenues Paid by Single-Parent Familiedppendix Table D-2 details the
estimated taxes and revenues paid by single-pterilies in 31 categories. The results are
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summarized in Table 4. Overall, single-parentif@spaid $12,497 in federal, state, and local
taxes, about $6,821 in federal taxes and revemi$% 676 in state and local taxes and
revenues. Federal Insurance Contribution Act (Bl€&mprised the largest tax burden for
single-parent families (workers were assumed toludly the employee and employer share of
FICA taxes), on average about 27 percent of aldpaid. Federal, state, and local individual
income taxes amounted to about 21 percent ofastpaid. This analysis assumed that a
significant portion of property taxes and rentad éusiness properties were passed through to
renters and consumers; this resulted in a tax bunfi&1,623 property tax burden for an average
single-parent family. On average, single-parentilias paid $1,398 in general sales taxes.
Property and general sales taxes comprised almudrger of the total tax burden for an average
single-parent family. This analysis also assumeatl 70 percent of corporate income taxes fell
on workers; this contributed to an average of $i85®deral, state, and local corporate income
tax burdens for single-parent families.

Table 4: Taxes and Revenues

Share of Total
Tax and Revenue Average Taxes and Revenues Average Taxes

Category Paid per Family and Revenue
Paid per Family
Total Federal Taxes and $6.821 5504
Revenues
FICA $3,394 27%
Federal Individual $1.877 15%
Income Taxes
Federal Corporate $726 6%
Income Taxes
Total State and Local 0
Taxes and Revenues $5.676 45%
Property Taxes $1,623 13%
General Sales $1,398 11%
Taxes
State and Local
Individual Income $703 6%
Taxes
Total Taxes and $12,497 100%

Revenues Paid

Net Fiscal Balance In FY2004, single-parent families received, orrage, $32,522 per family
in immediate government benefits and servicesudinb direct and means-tested benefits and
education and population-based services, whichalaat $6,679 more than the average
earnings per single-parent family of $25,843. Aagertotal government expenditures per family
rose to $37,778, if interest and governmental fangrobligations are included. On the tax and
revenue side, single-parent families paid, on ay&r812,497 in taxes and revenues per family
in FY2004. Thus, single-parent families receivetéast two-and-a-half dollars in government
benefits and services for each dollar in taxes.pHithe costs of public goods and governmental
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financial obligations are added, the ratio rise$3an services and benefits to one dollar in taxes
paid. This $3-to-$1 ratio does not include thel®3 in average public goods benefits received
per family. Not including public goods and pasiafncial obligations of the government, single-
parent families generated, on average, a net fisfadit (taxes paid minus benefits and services
received) of $20,025 per family. At the aggredatel, with 13 million single-parent family

units, single-parent families generated a net ffideficit of $260.5 billion. This sum includes
direct benefits, means-tested benefits, educatidrpapulation-based services. Including
single-parent families’ share of interest and ofivencial obligations related to past government
activities, the net fiscal deficit would come tc2839 billion. Including public goods benefits,

the net fiscal deficit would be on the magnitud&417.3 billion.

Table 6: Ratio of Benefits and Services Receivebaxes Paid per Family

Ratio of Benefits &
Services Received to
Taxes Paid
Total Benefits 3.6

Total Benefits Less
Pure Public Goods
and Past Financial
Obligations
Associated with Such
Goods

Total Benefits Less
Past Financial
Obligations and Pure
Public Goods

3.0

2.6

Limitations and Caveats Admittedly, any fiscal distributional analyssaccurate insofar as

the data on which its estimations are based angratec To the extent that this analysis captures
the true net fiscal balance of taxes paid and gowent benefits and services received by single-
parent families depends on the how well the sudadg reflect the true patterns and
characteristics of single-parent families. As dagarlier, income and certain benefit receipts,
for example, are underreported in the Current R Survey, which required adjustments to
correct for the underreporting in this paper, @ ianputed by the Census Bureau using statistical
estimation procedures.

A second limitation to determining “true” fiscal pact involves a host of issues inherent in any
fiscal distribution analysis. The debate in therature on determining the “true” valuation of
benefits (dollar cost of expenditures versus ytigienerated), particularly the value of public
goods, and the “true” incidence (those on whosealbahparticular expenditure is made or some
other beneficiaries not immediately observed) ifates this point well. This paper also
assumed the value of benefits to equal the datferumt expended by government; it did not, as
most fiscal incidence studies do not, accountHerexternalities, negative or positive, generated
by government activities and the beneficiarieshoke externalities. The classic example is
education: while education clearly and directly &fés enrolled students, it has been argued that
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education generates positive externalities andflierseciety as whole. This paper estimated
education benefits based on total government expuead on education and the number of
enrolled students. Another caveat is the accogmeriod. The fiscal system is dynamic, and
one accounting period impacts the next. This pepaone-period analysis; it estimated the net
fiscal balance of single-parent families in FY20@den the single parents were on average in
their mid-thirties and have children under the a8 present in the home.

A caveat should also be made of allocation assumgtiA different set of allocation
assumptions, or even a few different assumptiorthetkey expenditure or tax categories, may
yield different results. As George Bishop (196@)es, “Estimating the distribution of the tax
burden and expenditure benefits require assumpéibast the incidence of taxation and the
distribution of benefits. The most complete surdaja cannot remove the need to assumptions,
some of which are more generally accepted tharratfie This paper followed the conventional
incidence assumptions and distributors in theditee. Nonetheless, as the literature shows,
there is not one definitive set of approved assionptand distributors. This is particularly true
of expenditure incidence, which is less well depelb than tax incidence and the emphasis of
this paper. Finally, this paper seeks to estirttegenet fiscal balance of single-parent families in
FY2004 — an “aerial-view” distributional analyss to speak — and the results should be
interpreted with this view in mind. While Apperdiables D-1 and D-2 detail 80-plus specific
expenditure, tax and revenue allocations, the aisaghould not be interpreted as discrete
incidence analyses for the 80-plus categofi@he overall magnitude of the net fiscal balance,
however, is relatively stable and less sensitivessumptions, allocators, and share estimates
than the individual categories.

Section V: Conclusion

A comprehensive fiscal incidence considers all govent taxes, revenues, and expenditures.
Individuals and families contribute to the fiscgstem through taxes paid but also make gains
through government benefits and services receilied.net fiscal balance for a unit or a group of
units in the system equals the total taxes paidisiine benefits and services received. If the
former exceeds the latter, the unit or group gdasra net fiscal surplus. If, on the other hand,
the benefits and services received exceed the atdsthen the unit or group generates a fiscal
deficit. Such a deficit is borne by other unitggooups in the fiscal system. In other words, in
through the fiscal system, resources are transfdéregveen groups.

A fiscal distribution analysis estimates the dmition of government spending and taxes in
society and provides an assessment of the magrofutie transfer between groups. This paper
estimated the net fiscal balance of single-par@milfes. Overall, in FY2004, single-parent
families received, on average, $32,824 in immedjateernment services and benefits, including
direct and means-tested benefits and educatiodabapulation-based services ($37,476 if
interest and other financial obligations from pg@ternment activities added and $44,579 if
public goods are included as well) per family. Bytast, single-parent families paid, on
average, $12,497 in total federal, state, and l@oas. Consequently, in FY2004, single-parent

49
p.7.
%0 Bishop (1967) made this point about fiscal incicieanalyses.
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families generated, on average, a fiscal deficdtdéast $20,025 per family. At the aggregate
level, this amounted to a net fiscal deficit of 8ZBbillion. Significantly, single-parent families
are substantial consumers of education and meatesdtbenefits. The average tax payment of
$12,497 per family covered the average means-testecceipt of $12,391 per family but did

not cover direct benefits, education and populatiased services received. The ratio of benefits
and services received to taxes paid ranged frono36. Results in this paper are consistent
with previous findings in the literature on the redation between non-income factors, such as
household characteristics, and the distributiogasfernment taxes and spendiig.

The rise in single parenthood is one of the moskethdemographic transitions of the last forty
years. That single-parent families are net fisoalstimers bears relevance to current and future
U.S. social policies. The net fiscal deficit of6825 billion in FY2004 generated by single-
parent families is not an insubstantial sum (al28ipercent of GDP in 2004). This deficit was
borne by other taxpayers. Changes in governmditiggand programs, particularly those that
directly impact single-parent families (such ascadion and means-tested programs) could
easily alter the net fiscal balance of this groioreover, the resultant shift would affect others
in the system as well, either increasing or deangabeir fiscal burden.

*1 See, for example, Ruggles and O’Higgins (19813hBp (1967), and Chamberlain and Prante (2007).
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Appendix A: Specific Calculations on Expenditures ad Taxes

The average cost of government benefits and serpieesingle-parent family was calculated for
61 separate expenditure categories. The allocagssamption each category are described
below, and the specific calculations are shown ppéndix Table D-1. Average payments per
single-parent family were calculated for 33 spedifix and revenue categories. The allocation
assumption used for each revenue category is Bescbelow, and the calculations for each
category are presented in Appendix Table D-2.

Calculations for Specific Direct Benefit Expenditues

Social Security Benefits Social Security benefits for individual familiegre calculated
using dollar benefit values reported in the CPSusttnents for underreporting of
benefits in the CPS were made using the procediessibed above.

Medicare. The value of Medicare benefits per family wasokdted based on data in the
CPS. The CPS calculates the value of Medicare agesior an individual as equal to the
average cost per eligible beneficiary. Adjustméotsnisreporting of benefits in the CPS
were made using the procedures described afove.

Unemployment Insurance BenefitsUnemployment insurance benefits for individual
families were calculating using dollar benefit v@dueported in the CPS. Adjustments for
underreporting of benefits in the CPS were madeguitie procedures described above.
Workman’s Compensation Workmen’s compensation benefits for individuahfies
were calculated using dollar benefit values regbmethe CPS. Adjustments for
underreporting of benefits in the CPS were madeguitie procedures described above.
Other Federal Retirement Programs.This category includes Railroad Retirement and
the Black Lung Disability Trust Fund. Benefits fadividual families were calculated
using share of recipients reported in the CPS.ugtdjents for underreporting of benefits
in the CPS were made using the procedures desa@ltimad.

Agricultural Subsidy Programs. Single-parent families were assumed to receive
benefits in proportion to their share of farm in@m the CPS.

Deposit Insurance.Single-parent families were assumed to receivefisrin

proportion to their share of interest income in @feS.

Calculations for Public Education

Public Primary and Secondary Education.The average cost of public education
services was calculated in a somewhat differentmaasince the CPS reports whether an
individual is enrolled in a public school but doed report the cost of education services
provided. Data from the October 2004 CPS were tséeétermine enrollment in public
schools, and data from the Census survey of govemtswere used to calculate the
average per pupil cost of public primary and seeoypéducation in each state The

total governmental cost of primary and secondahgsling for each family was then

*2|n the case of Medicare, the CPS actually slightigrreports the total cost of benefits; therefarehis case, the
adjustment procedure results in a small reductiaédicare costs per household compared to thedaRS
%3 Census (2006).
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estimated by multiplying the number of enrolled gim the household by the average
per pupil cost in the state where the househoidess This procedure provided an
estimate of total public primary and secondary atioa costs for the whole population
and the percentage of total costs going to singlet families. The percentage of costs
going to single-parent families was multiplied by expenditure total for primary and
secondary education from independent budgetarycesuthis yielded an estimate of
aggregate primary and secondary public school ekpers for single-parent families.
Average per family costs of public primary and setary education were calculated by
dividing the total costs of single-parent familm®sthe overall number of such families.

* Public Post-Secondary EducationPublic costs for post-secondary education were
allocated using the same procedures used for pyiarat secondary education
expenditures.

» Other Education. These state and local costs were allocated inoptiop to the single-
parent families’ share of the general population.

Calculations for Specific Means-Tested Benefit Expalitures

Means-Tested Expenditures in General Aggregate figures on federal means-tested
expenditures were taken from Office of ManagemeandtBudget totals in Historical Tables,
Budget of the United States Government, Fiscal 2686 (see Appendix Table D-3). Federal
expenditures on individual means-tested programg@sented in Appendix Table D-4 and
were taken from Congressional Research Servicdy &a$ Noncash Benefits for Persons with
Limited Income: Eligibility Rules, Recipient and ganditure Data, FY2002—-FY2004. Figures
on specific state and local means-tested experditane presented in Appendix Tables D-4 to D-
7 and were taken from the CRS report. These figexekide state means-tested expenditures
financed by federal grants. An estimated $2.5dsiliin state-run General Relief programs was
included in the “public assistance” category in Ap@ix Table D-1; these expenditures do not
appear in the CRS report because they lack a fectargonent. The total means-tested
expenditure figure of $564.7 billion, presentedppendix Table D-1, excludes means-tested
veterans benefits (which are counted as public gepending) and most means-tested
educational spendiry.

Medicaid Expenditures in General.The Medicaid Statistical Information System (MSFS)
reports Medicaid expenditures for four recipierdigys: children, disabled non-elderly adults,
able-bodied non-elderly adults, and elderly addltee MSIS data further divide expenditures in
each of the four recipient categories into expemdg for individuals in three
residential/institutional statuses: recipientsha general population, recipients in nursing
facilities, and recipients in intermediate carelfes for the mentally retarded (ICF-MR§.The
interaction of the four recipient categories arglttivee residential categories yields 12 overall
sub-categories for Medicaid expenditures. Sepaadteilations were made for each of these 12
sub-categories. The estimation of aggregate Matiegbenditures in each of the 12 sub-

** The means-tested spending total does include Beatl

*5 Calculations in this appendix are based on FY 20163S data, U. S. HHS, CMS (2006), Medicaid Tatldsl—
14.27.

*® The categories labeled “residential” in this asayare termed medical assistance service catsgorthe MSIS.
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categories is described in Appendix C. The methodsstimating the single-parent families’
share of Medicaid expenditures in each of the I2caiegories are described below.

Medicaid Expenditures on Children in the General Ppulation. After the amount of

Medicaid spending that went to children in the gahpopulation was determined according to
the procedures in Appendix C, the share of thosdidael expenditures that went to elderly
recipients in single-parent families was calculatedctly from CPS data. The following
example illustrates the overall equations for esating Medicaid expenditures for elderly
persons in single-parent families in the generalubation, incorporating the steps above and in
Appendix C. Let:

M = Medicaid expenditures for children living singlarent families in the general
population;

M. = Medicaid expenditures on children in long-termecastitutions;

M = Total Medicaid expenditures on children accagdm MSIS data;

MSIS = Total Medicaid expenditure according to MSISaglat

CRS = Total Medicaid expenditure according to Congmsd Research Service data;
and

CPS = Share of Medicaid expenditures for childrenhiea CPS going to children residing
in single-parent families

Medicaid expenditures for children living singlerpat families in the general population can
then be calculatedMc = (M¢ — M) ¥ (CREMSIS]) x CPS.

Expenditures for non-elderly disabled adults, nloiesy able-bodied adults, and elderly persons
in single-parent families in the general populatiere calculated in a similar manner.

* Medicaid Expenditures on Non-elderly Able-bodied Adilts in the General
Population. The share of Medicaid expenditures on non-eldablg-bodied adult
recipients in the general population that wennttividuals in single-parent families was
calculated directly from CPS data.

* Medicaid Expenditures on Non-elderly Disabled Aduls in the General Population.
The share of Medicaid expenditures on non-eldadglded adults in the general
population that went to individuals in single-paréamilies was calculated directly from
CPS data.

* Medicaid Expenditures on elderly in the General Poplation. The share of Medicaid
expenditures on elderly in the general populatiat tvent to elderly recipients in single-
parent families was calculated directly from CP&da

* Medicaid Expenditures on Child Recipients in Nursirg Facilities. The single-parent
share of total Medicaid expenditures going to chéicipients in nursing homes was
assumed to equal the single-parent families’ shbiMedicaid expenditure on child
recipients in the general population as measuretid{PS.

* Medicaid Expenditures on Non-elderly Disabled AdultRecipients in Nursing
Facilities. The single-parent family share of total Mediceixghenditures going to non-
elderly disabled recipients in nursing homes wasia&d to be zero.
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Medicaid Expenditures on Non-elderly Able-bodied Adilt Recipients in Nursing
Facilities. The single-parent share of Medicaid expenditgmesg to non-elderly able-
bodied adults in nursing homes was assumed toroe ze

Medicaid Expenditures on Elderly Recipients in Nuréng Facilities. Single-parent
families’ share was assumed to be zero.

Medicaid Expenditures on Child Recipients in Intermediate Care Facilities for the
Mentally Retarded (ICF-MR). Medicaid spending on children of single-paremifees
residing in ICF-MR is assumed to be proportionatthe share of Medicaid spending on
children going to single-parent families in the gext population as measured in the CPS.
Medicaid Expenditures on Non-elderly Disabled AdultRecipients in Intermediate
Care Facilities for the Mentally Retarded (ICF-MR). The single-parent share of
Medicaid spending on adults in ICF-MR was set abze

Medicaid Expenditures on Non-elderly Able-bodied Adilt Recipients in

Intermediate Care Facilities for the Mentally Retarded (ICF-MR). The single-parent
share of Medicaid spending on adults in ICF-MR wseisat zero.

Medicaid Expenditures on Elderly Recipients in Intemediate Care facilities for the
Mentally Retarded (ICF-MR). The single-parent share of Medicaid spendingduita

in ICF-MR was set at zero.

Medicaid Expenditures on Elderly Recipients in Intemediate Care facilities for the
Mentally Retarded (ICF-MR). The single-parent share of Medicaid spending artsid
in ICF-MR was set at zero.

Food Stamps.The Food Stamp Program is a means-tested proganefits for
individual families were calculating using dollariefit values reported in the CPS.
Adjustments for underreporting of food stamp bdgsefi the CPS were made using the
procedures described above.

Supplemental Security Income (SSI)SSI is a means-tested program. SSI benefits for
individual families were calculated using dollankét values reported in the CPS.
Adjustments for underreporting of benefits in thieSCwere made using the procedures
described above.

The Earned Income Tax Credit (EITC). The EITC is a means-tested program
supporting low-income working families with childreDollar values of EITC benefits
are calculated by the Census for each eligiblelfaamd imputed into the CPS data files.
For the present analysis, EITC benefits for indinadfamilies were based on the dollar
benefit values reported in the CPS. Adjustmentsifaterreporting of EITC benefits in
the CPS were made using the procedures descriloee.ab

The Additional Child Tax Credit (ACTC). The ACTC is a means-tested refundable tax
credit sup- porting low-income working families tvithildren. Dollar values of ACTC
benefits are calculated by the Census for eactbkitamily and imputed into the CPS
data files. For the present analysis, ACTC bené&gitendividual families were based on
the dollar benefit values reported in the CPS. Aaents for underreporting of ACTC
benefits in the CPS were made using the procedigssibed above.

Public Housing SubsidiesThere are a number of federal means-tested hpbsinefit
programs. Public housing benefits for individuahfiees were determined using dollar
benefit values reported in the CPS. Adjustmentsifmerreporting of benefits in the
CPS were made using the procedures described above.
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Public AssistancePublic assistance covers cash benefits from thgp®eamy Assistance
to Needy Families (TANF) program and General Ralielgrams.’ Public assistance
benefits were determined for individual househaising dollar benefit values reported
in the CPS. Adjustments for underreporting of beséh the CPS were made using the
procedures described above.

Energy AssistanceEnergy assistance is a means-tested benefit pnog@anefits for
individual households were determined using dditrefit values reported in the CPS.
Adjustments for underreporting of benefits in thieSCwere made using the procedures
described above.

Women, Infants and Children (WIC) Nutrition Program . WIC is a means-tested
program subsidizing food consumption for low-incopnregnant women and low-income
mothers with infants and small children. The CR®r&s receipt of WIC benefits by
recipient but gives no dollar value. The shareotdlItWIC spending going to single-
parent families was assumed to equal the sharelGfrécipients in CPS living in single-
parent families.

Day Care AssistanceFederal, state, and local governments providecdag assistance
to low-income parents through a variety of meassetk programs. The CPS reports
receipt of day care assistance by recipient bueggno dollar value. The share of total
day care spending going to single-parent familias assumed to equal the share of day
care assistant recipient in CPS living in singleepafamilies.

Indian Health Services.Indian Health is a means-tested aid program. TR8 (@ports
receipt of Indian Health benefits by recipient bivies no dollar value. The share of total
Indian Health spending going to single-parent fasilvas assumed to equal the share of
Indian Health recipients in CPS living in singlerguat families.

Training . The CPS reports whether an individual particip@tegovernment job training
programs but assigns no cost to this participafitm share of total means-tested training
spending going to single-parent families was assutmequal the share of government
job training participants in the CPS living in siegparent families.

Other Means-Tested Aid Altogether, the federal government operates stbne
different means-tested aid programs. The CPS aunthita on household utilization of
13 of the largest programs, which cover 93 peroéotverall means-tested spending, but
provides no data on the smaller programs. Allocatibbenefits from the remaining
means-tested programs was estimated in the fol(pmanner. First, the share of
reported total spending for the 11 means-testegranos covered by the CPS going to
single-parent families was determined. Secondsitngle-parent families were assumed
to receive a share of the means-tested benefits thhe remaining unreported programs
equal to their share of all expenditures on thentepl means-tested programs in the CPS.
Third, once the estimated total benefits from thres@dual programs received by single-
parent families as a whole was calculated, an geevalue per single-parent family
could be computed.

Specific Calculations for Population-Based Programs

*" The state and local expenditures on public assistaresented in Appendix Table E-6 include dathsaate
TANF spending taken from the Congressional Rese@ettiice and estimated $2.5 billion in the stai lanal
spending on General Relief.
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*Highways and Roads Utilization of roads, highways, and parking fdamk by single-
parent families was assumed to be proportionatiegio share of gasoline expenditures,
estimated from the CEX according to the proceddeseribed above.

*Mass Transit Subsidies Single-parent families were assumed to utilizesrieensit in pro-
portion to their estimated share of expenditurepulic transportation, estimated from
the CEX according to the procedures described above

* Air Transportation . Data on air travel was taken from the 2001 Nati¢tousehold
Travel Survey (NHTS), which contains the distribatiof air travel by household
income. The single-parent share of air travel thag estimated by multiplying their
share in each household income category by the stiair travel completed by each
income category as reported in the 2001 NHTS. Siingle-parent share of air
transportation benefits was assumed to equal shaire of air travel.

* Sea and Inland Port Facilities and Other Ground Transportation. The share of these
expenditures benefiting single-parent families wssumed to be proportionate to their
share of total consumption estimated from the CE¢O&ding to the procedures
described above.

» Other Federal Ground Transportation. Single-parent families were assumed to receive
none of the benefits of this spending.

» Justice, Police, and Public SafetyThese programs provide a general benefit toeentir
communities. Expenditures were assumed to havé&a@rnmper capita value across the
entire population. The share of expenditures b&ngfsingle-parent families was
assumed to be equal to their share of the totallpapn.

» Population-Based Expenditures on Resources, Sanitah, and the Environment
This category covers parks and recreation, sewag@vaste management, pollution
control, natural resources, and public utility exgiéures that are not financed through
user fees. Expenditures were assumed to have @mnpfer capita value across the entire
population. The share of expenditures benefitinglstparent families was assumed to
be equal to their share of the total population.

* Public Utility Spending for Water Supply. These expenditures represent expenditures
on public water supply beyond those financed thinouwsgger fees. The single-parent
families’ share of this spending was assumed t@letpe group’s share of expenditures
on water estimated from the CEX according to tlee@dures described above.

» Public Utility Spending for Electric Power Supply. These expenditures represent
expenditures on public electric power beyond tHosmnced through user fees. The
single-parent families’ share of this spending wssumed to equal the group’s share of
expenditures on electricity estimated from the Gi€Xording to the procedures
described above.

* Public Utility Spending for Gas Supply. These expenditures represent expenditures on
public gas supply beyond those financed with uses.fThe single-parent families’ share
of this spending was assumed to equal the grolyaisesof expenditures on gas supply
estimated from the CEX according to the proceddeseribed above.

» Pollution Control and Abatement The analysis assumes that expenditures on poiluti
control would be proportionate to a family’s propiyto pollute and that a family’s
propensity to pollute would be proportionate tostsre of overall consumption. In
consequence, single-parent families’ share of poliucontrol expenditure would be
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proportionate to the group’s share of total constimnpestimated from the CEX
according to the procedures described above.

» General Health. This category includes spending on Mental He&8tllystance Abuse,
and Public Health. These expenditures were asstoneave a uniform per capita value
across the entire population. The share of expareditbenefiting single-parent families
was assumed to be equal to their share of thegotallation.

» Consumer and Occupational Health These expenditures were assumed to have a
uniform per capita value across the entire popataflhe share of expenditures
benefiting single-parent families was assumed teda&l to their share of the total
population.

* Protective Inspection and Regulation These expenditures were assumed to have a
uniform per capita value across the entire poputatl he share of expenditures
benefiting single-parent families was assumed tedueal to their share of the total
population.

« Community Development These expenditures were assumed to have a ungerm
capita value across the entire population. Theesbbexpenditures benefiting single-
parent families was assumed to be equal to thanestf the total population.

* Miscellaneous SpendingThis category includes labor services, activiteeadvance
commerce, postal service, and libraries. Theserelpges were assumed to have a
uniform per capita value across the entire popaaflhe share of expenditures
benefiting single-parent families was assumed tedal to their share of the total
population.

Specific Calculations for General Government SuppdrServices for Other Government
Programs

* General Government/Administrative Support Functionsat the State and Local
Levels This category consists mainly of administratieeveces in support of other
government functions. It includes tax and revermliection, lottery administration,
budgeting, central administration, legislative fioies, trust fund administration, central
administration, and legislative functions. Thestvétes do not provide benefits or
services to the general public, but rather progigigport for other programs that do
directly affect the public. For example, tax collen does not directly benefit anyone but
is necessary to provide funding for all other pergs that do provide benefits and
services to the public. Since the purpose of tkapport functions is to sustain other
government programs, the costs of administratiygstt services were allocated
according to the share of overall state and loractbenefits, means-tested benefits,
education, and population-based services receiyedfamily.

* General Government/Administrative Support Functionsat the Federal Level Like
the previous category, this category includes tadbection activity, legislative functions,
and other administrative support activities; ake the previous category, these activities
do not directly benefit the public, but rather sirstall other government activities. In FY
2004, some 27 percent of total federal spendingaltlasated to pure public goods
functions. Therefore, 27 percent of federal gengogkernment and administrative
support spending was estimated to be in suppgotief public goods functions. The
remaining spending was allocated among familiesraicg to the share of all federally
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funded direct benefits, means-tested benefits,aaut and population-based services
received by a family.

Specific Calculations for Financial Obligations Redting to Past Government Activities

» Federal Financial Obligation. This category includes interest payments orfdéteral
debt and expenditures on federal employee retirenigmese expenditures do not
directly benefit the public, but rather sustainaddher government activities. In FY 2004,
some 27 percent of total federal spending was atémtcto pure public goods functions.
Therefore, 27 percent of federal financial obligat were estimated to be in support of
pure public goods functions. The remaining spemeias allocated among families
according to the share of all direct and meandtelsenefits, education, and population-
based services received by a family.

» State and Local Financial Obligation This category includes interest payments on the
state and local debt and expenditures on statéoaatiemployee retirement. These
expenditures do not directly benefit the publid, kawher sustain all other government
activities. Spending was allocated among famaéiesording to the share of all direct and
means-tested benefits, education, and populatisaebservices received by a household.

Specific Calculations for Public Goods Expenditure.This category includes spending on
national defense, international affairs, scienak smentific research, veterans programs, and
natural resources and the environment. These dkpess were assumed to have a uniform per
capita value across the entire population. Theesblexpenditures benefiting single-parent
families was assumed to be equal to their shatieedtotal population. In additional,
expenditures on administrative support functiorsd #ssistant government al public goods
functions and financial obligations for past pulgaods functions also fall in the category pure
public goods. In FY 2004, 27 percent of federa&rgpng went to public goods functions;
therefore, the public goods share of administragiygport functions that assist government
public goods functions and spending on past firdrmabligations is assumed to equal 27 percent
of the full costs of past financial obligationsheBe expenditures were assumed to have a
uniform per capita value across the entire poputati

Specific Calculations for Taxes and Revenues

Average payments per single-parent family wereutated for 33 specific tax and revenue
categories.

Specific Calculations for Federal Taxes and Revenge

* Federal Individual Income Tax. The distribution of federal income taxes was wiated
from CPS data. The Census imputes tax paymemtshatCPS based on a family’s
income and demographic characteristics and theopppte federal income tax rules;
however, since income is underreported in the @HSmeans that imputed taxes will
also be too low. Thus, adjustments for underrépgf tax payments in the CPS were
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made using the procedures used for adjusting leriefiunderreporting as described in
Section .

* Federal Insurance Contribution Act (FICA) Taxes. Employees were assumed to pay
both the “employer” and “employee” share of FICAda. The Census imputes FICA tax
values into the CPS based on reported earninga. @ethe distribution of FICA tax
were taken from the CPS. Adjustment for underrepgiof the tax was done in the
manner previously described.

* Federal Corporate Income Tax There are many conflicting opinions on the inoicks
of corporate income tax. The tax may be paid byerainworkers, consumers, or a
combination of all three. For example, the Congozsd Budget Office has traditionally
assumed that the burden of this tax was fully bdmnthe owners of businesses;
however, a recent CBO analysis concluded thatconapetitive international
environment, 70 percent of the cost of this tax imdact shifted to workers As a
whole, workers will experience lower wages as alted the tax. This study uses the
conclusions of this recent CBO analysis, assigi@bgercent of the federal corporate
income tax burden to workers and 30 percent to osytieis allocation increases the
estimate of the average taxes paid by single-p&aemties. The distribution of the
workers’ share of the tax burden was estimatederbasis of the distribution of earnings
reported in the CPS. The share of federal corpanateme tax borne by workers in
single-parent families was assumed to be propateto the share of total earnings
reported by single-parent families in the CPS. dis&ribution of the owners’ share of the
tax burden was estimated on the basis of the loigioin of property income (dividends,
interest, and rent) in the CPS; the share borngdsigers in single-parent families was
assumed to be proportionate to the share of todglgoty income reported by single-
parent families in the CPS.

* Federal Receipts for Unemployment InsuranceThis tax was assumed to fall on
workers. The share paid by single-parent workeis asgsumed to equal their share of the
number of earners.

» Federal Highway Trust Fund Taxes This tax was assumed to fall half on the private
owners of motor vehicles and half on businesses.blisiness share was further assumed
to fall half on consumers and half on owners. ONeifge tax was assumed to fall 50
percent on private motor vehicle operators, 25qm@ron consumers, and 25 percent of
owners of businessé3The portion of the tax paid by private motor véhioperators
that fell on single-parent families was assumeeioal those households’ share of
gasoline consumption as estimated from the CEX.pidngon of the tax paid by
consumers that fell on single-parent families wesuened to be proportionate to those
families’ share of total consumption as estimatedifthe CEX. The portion of the tax
paid by business owners that fell on single-paf@milies was assumed to be
proportionate to those families’ share of prop@mgome (interest, dividends, and rent) as
reported in the CPS.

» Federal Airport and Airways Taxes. This tax was assumed to fall on air travelers.
Single-parent families’ share of federal airportl @irways taxes was assumed to equal

%8 Randolph (2006).
%9 The estimate that half of this tax was paid byiless was provided by the Tax Foundation.
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their share of air travel. For single-parent fa@sil share of air travel estimation, see air
transportation under population-based programs.

Federal Excise Tax on AlcohalThis tax was assumed to fall on the consumers of
alcohol. The share of the tax borne by single-gdemnilies was assumed to be
proportionate to those families’ share of the totaisumption of alcohol products as
estimated from the CEX.

Federal Excise Tax on Tobaccarhis tax was assumed to fall on the consumers of
tobacco products. The share of the tax borne lglesiparent families was assumed to be
proportionate to those families’ share of the tetaisumption of tobacco products as
estimated from the CEX.

Federal Excise Tax on Telephoned his tax was assumed to fall on telephone users.
The share of the tax borne by single-parent famikas assumed to be proportionate to
those families’ share of the total consumptionetéphone products as estimated from
the CEX.

Federal Excise Tax on Transportation FuelsThis tax was assumed to fall on the
consumers of transportation fuels. The share ofakdorne by single-parent families
was assumed to be proportionate to those famgigae of the total consumption of fuels
as estimated from the CEX.

Other Federal Excise TaxesThese taxes were assumed to fall on consumeeniaral.
The share of tax borne by single-parent families assumed to be proportionate to those
families’ share of the total consumption as esteddtom the CEX.

Federal Gift and Estate TaxesSingle-parent families were assumed to pay néne o
these taxes.

Federal Customs, Duties, and Fee3hese taxes were assumed to fall on consumers.
The share of tax borne by single-parent families assumed to be proportionate to those
families’ share of the total consumption as esteddtom the CEX.

Specific Calculations for State and Local Taxes anRevenues

State Individual Income Tax This tax was estimated in the same manner aedeeal
individual income tax. State income tax data regmrh the CPS are calculated using the
tax rules of the individual states. The distribotaf state individual income taxes was
calculated from CPS data. Tax payments record#tkiCPS were adjusted for
underreporting as described in Section lll.

State Corporate Income Tax This tax was estimated in the same manner dedeeal
corporate income tax.

State and Local Property TaxesProperty taxes were assumed to fall partly on
businesses and partly on owner-occupied and rehwedings. The tax falling on
businesses was assumed to be partly borne by oaneénsartly passed on to consumers.
Overall, 50 percent of the tax was allocated toili@asmmas home owners and renters; the
share of this tax paid by single-parent families wasumed to be proportionate to these
families’ estimated share of payments for sheltstsin the CEX. Another 25 percent of
property taxes was assumed to be paid by ownerapitfal; the share paid by single-
parent families was assumed to be proportionatieetge families’ share of dividends,
interest, and rent income in the CPS. A final 2&eet of property tax was assumed to
be passed on from businesses to consumers; thedthis burden borne by single-
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parent families’ was assumed to be equal to tharesof total consumption as estimated
from the CEX.

» State and Local General Sales Taxe3hese taxes were assumed to fall on consumers.
The share paid by single-parent families was asdumbe proportionate to their share of
the consumption of non-exempt goods and servicestasated from the CEX. Items
routinely exempted from sales tax coverage incfodd eaten at home, housing
expenditures, utilities, fuels, gas and motormilblic services, health care, education,
cash contributions, and personal insurance andgrepayments§?®

» State and Local Tax on Motor Fuel This tax was calculated in the same manner as the
federal Highway Trust Fund taxes.

» State and Local Sales Tax on Alcohollhis tax was estimated in the same manner as
the federal excise tax on alcohol.

» State and Local Sales Tax on Tobaccd his tax was estimated in the same manner as
the federal excise tax on tobacco.

* Motor Vehicle License FeesThe share of these fees paid by single-parenitié&smvas
assumed to equal these families’ share of speratiigenses as estimated from the
CEX.

» Public Utilities Tax. The share of this tax paid by single-parent fesilvas assumed to
equal these families’ share of total utility expeacks as estimated from the CEX.

» Other Selective State and Local Sales TaxeBhe share of these taxes paid by single-
parent families was assumed to equal these farrsliese of total consumption estimated
from the CEX.

» Other State and Local Taxes Including Estate, StocKkransaction, and Severance
Taxes The share of taxes paid by single-parent famdresassumed to equal these
families’ share of dividend income as reportechia CPS.

» State Taxes for Unemployment InsuranceThese taxes, like FICA taxes, were assumed
to fall on workers. The share of taxation bornesimgle-parent families was assumed to
equal their share of the total number of earngrsrted in the CPS. The distribution of
state unemployment insurance taxes was calculeded€PS data.

» Other Insurance Trust Fund RevenuesThe share of these revenues paid by single-
parent families was assumed to be proportionatieetmumber of persons in single-
parent families as a share of the general populatio

» State Taxes for Workmen’s CompensationThese taxes, like FICA taxes, were
assumed to fall on workers. The share of taxatmné by single-parent families was
assumed to equal their share of the total numbeawfers reported in the CPS.

* Employee Contributions to State and Local GovernmeinRetirement Funds The
distribution of these revenue contributions wasias=] to be proportionate to the
distribution of state and local employees partitigain employer pension plans
according to CPS data.

» State Lottery Receipts The distribution of state lottery receipts wasuased to
proportionate to the share of adults in the genmypllation residing in single-parent
families.

0 Based on information provided by the Tax Foundatio
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Earnings on Investments Held in Employee Retirementrust Funds. These state and
local revenues represent the property income redday government trust funds as
owners of capital. These earnings are not taxexamdot be allocated among families.
State and Local Interest Earnings and Earnings fronthe Sale of Property These
revenues represent the property income receivegigrnment as owner of capital and
other property. These earnings are not taxes amibtée allocated among families.
Special AssessmentsSingle-parent families were assumed to pay nbtieese taxes.
Other State and Local RevenueThis revenue includes dividends on investment,
recovery of expenditures made in prior years, ahdranon-tax revenue. Single-parent
families were assumed to fund none of this revenue.
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Appendix B: Pure Public Goods, Private ConsumptiorGoods, and Population-Based
Services

Fiscal distribution analysis seeks to determinegthernment benefits received by a particular
group compared to taxes paid. A necessary fiegt ist this process is to distinguish government
programs that provide “pure public goods” as opddsé‘private goods.” These two types of
expenditures have very different fiscal implicagon

Economist Paul Samuelson is credited with beinditbeto develop the theory of public goods.
In his seminal 1954 paper “The Pure Theory of RuBlpenditure,*101 Samuelson defined a
pure public good (or what he called in the pap&o#lective consumption good”) as a good
“which all enjoy in common in the sense that eaxhvidual’'s consumption of such a good leads
to no subtractions from any other individual’'s acemgtion of that good.” By contrast, a

“private consumption good” is a good that “can becpled out among different individuals.”

Its use by one person precludes or diminishessisy another.

A classic example of a pure public good would liglgthouse: The fact that any particular ship
perceives the warning beacon does not diministuskeéulness of the lighthouse to other ships. A
typical example of a private consumption good @mburger: When one person eats it, it
cannot be eaten by others. Formally, all pureipuggiods will meet two criteri&

* Non-rivalrous Consumption. Everyone in a given community can use the gdsdjse
by one person will not diminish its utility to ottse

» Zero-cost Extension to Additional UsersOnce a pure public good has been initially
produced, it requires no extra cost for additiondividuals to benefit from the good.
Expansion of the number of beneficiaries does edaice its utility to any initial user and
does not add new costs of production. As Econodaistes Buchanan explains, with a
pure public good, “additional consumers may be dddeero marginal cost™

The second criterion is a direct corollary of thstf If consumption of a good is truly non-
rivalrous, then adding extra new consumers willnediuce utility or add costs for the initial
consumers. The distinction between collective aiehate consumption goods can be illustrated
by considering the difference between a recipgierand an actual piece of pie. A recipe for pie
is a public consumption good in the sense thantlme shared with others without reducing its
usefulness to the original possessor; moreovergitipe can be disseminated to others with
little or no added cost. By contrast, an actuakstf pie is a private consumption good: Its
consumption by one person bars its consumptiombshar. Efforts to expand the number of
individuals utilizing the pie slice will either rade the satisfaction of each user (as each gets a
smaller portion of the initial) or entail new cogtts produce more pie).

1 paul A. Samuelson (1954), pp. 387-389.

82 A third criterion is nonexclusion from benefitjst difficult to deny members of a community anaamatic benefit
from the good. This aspect of public goods is mitical to the fiscal allocation issues addressethis paper.

83 James M. Buchanan (1968), p. 5.4.3.
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Examples of Governmental Pure Public Goods

Pure public goods are relatively rare. One primengxe of a governmental public good is
medical research. If research funded by the Natims#itutes of Health produces a cure for
cancer, all Americans will benefit from this diseoy. The benefit received by one person is not
reduced by the benefit received by others; moredkiervalue of the discovery to each

individual would remain the same even if the U.§udation doubled. Another notable example
of a pure public good is defense expenditure. Thigyof an Army division or and aircraft

carrier lies in its effectiveness in combating fgrethreats to America. In most respects, one
person’s benefit from defense strength is not redliecause others also benefit. The military
effectiveness of an Army division or an aircraftrear is not reduced just because the size of the
civilian population being defended is increased.

Finally, individuals may receive psychic satisfaotirom the preservation of wildlife or

wilderness areas. This psychic satisfaction isedticed because others receive the same benefit
and is not directly effected by changes in the petmn. By contrast, enjoyment of a national

park may be reduced if population increases leaddwding. In consequence, general activities
to preserve species may be considered a public, gdabk provision of parks is a private good.

Pure Public Goods Compared to Population-Based Goasd

Many government services that are dubbed publicgaoe not true public goods. Economists
Thomas MaCurdy and Thomas Nechyba state that firelgtfew of the goods produced by [the]
government sector are pure public goods, in theestmat the cost of providing the same level of
the good is invariant to the size of the populati®rin other words, many government services
referred to conventionally as “public goods” needbé¢ increased at added expense to the
taxpayer as the population increases, therebytingléhe criterion of zero-cost extension to
additional users.

For example, police protection is often incorrectferred to as a “public good.” True, police do
provide a diffuse service that benefits nearlyradimbers of a community, but the benefit that
each individual receives from a policeman is reduzgthe claims other citizens may make on
the policeman’s time. Someone living in a town 00 Pprotected by a single policeman gets far
more protection from that policeman than would aeoindividual protected by the same single
policeman in a town of 10,000.

The National Academy of Sciences explains that gowent services that generally need to be
increased as the population increases are ngpuedt goods. It refers to these services as
“congestible” goods: If such a program remainsdixesize as the number of users increases, it
may become “congested,” and the quality of serwiteconsequently be reduced. An obvious
example would be highways. Other examples of “cetigle” goods are sewers, parks, fire
departments, police, courts, and mail serficEhese types of programs are categorized as
“population-based” services in the paper.

® Thomas MaCurdy, Thomas Nechyba, and Jay Bhattgal{2898), p.16,
8 Smith and Edmonston (1997), p. 303.
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In contrast to population-based services, govertah@are public goods have odd fiscal
properties. The fact that a low-income person wégspittle or nothing in taxes receives benefit
from government defense or medical research progoas not impose added cost or reduce
the utility of those programs to other taxpayetsergfore, it is inaccurate to say that the non-
taxpayers’ use of these programs imposes a bumdether taxpayers. On the other hand, non-
taxpayers or individuals who pay little in taxes dree riders” on public goods in the sense that
they benefit from a good for which they have natlpa
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Appendix C: Medicaid Expenditures

Calculating Medicaid expenditures is challengingeaese about one-quarter of Medicaid
spending goes for care for persons in nursing h@ndsther long-term care and intermediate-
care institutions; these individuals are not ineldigh the Current Population Survey. To obtain
an accurate account of Medicaid spending, one nausfully separate institutional from non-
institutional expenditures and estimate the shanestitutional expenditures going a particular

group.

The Medicaid expenditure calculations in the papere based on data from the Medical
Statistical Information System (MSIS) for 2003, thest recent year availabi2MSIS separates
Medicaid expenditures into four separate recipoategories: elderly, children, non-elderly able-
bodied adults, and non-elderly disabled adults. 3/8s0 separates expenditures into three
institutional/residential statuses: residence engbneral population, residence in nursing
facilities, and residence in Intermediate Care Ifes for the Mentally Handicapped (ICF-MR).
Combining the four recipient categories with theethresidential statuses yields a total of 12
expenditure sub-categories, each of which has talenlated separately in this paper.
Expenditures in each of these 12 sub-categories vadculated by the following steps.

Step One Allocation of Expenditures to Persons of Unknown Rapient Status A portion of
the Medicaid expenditures goes to individuals whesgient category is unidentified in the
MSIS. These anonymous expenditures were imputedfet four normal recipient categories
pro rata according to the distribution of MSIS exgiures to clearly identified recipients.

Step Twa Allocation of Institutional Long-term Care Expenditures to Individuals of

Unknown Recipient Status Within both nursing facility and ICF-MR expendigucategories, a
portion of Medicaid spending goes to individualsosé recipient category is unidentified. These
expenditures were imputed into the four normalpiecit categories pro rata according to the
distribution of MSIS nursing facility and ICF-MR p&nditures to clearly identified recipients.

Step Three Inclusion of Ancillary Medical Costs in Institutional Care. MSIS expenditures

for care in

nursing facilities (NF) and Intermediate Care Rtaes (ICF-MR) cover only the cost of
residential care in those institutions and do noluide Medicaid payments for ancillary medical
services, such as drugs, physician, lab, and Xseayices, received by recipients in institutional
care. Ancillary expenditures as a percent of instihal long-term care spending vary by
recipient group. Ancillary expenditures on childieave been estimated to be about 22 percent
of this group’s facility institutional long-term @&acosts, about 64 percent for non-elderly able-
bodied adults, about 25 percent for non-elderlglolisd adults, and about 12 percent for elderly
adults®’ The MSIS figures for expenditures on individualsristitutions were adjusted to
include ancillary medical services funded by Meiidar those individuals; this yielded an
adjusted institutional long-term care expenditatalt(ALCET) for each of the four recipient

% Calculations in this appendix are based on FY 20163S data, U.S. Department of Health and Humanies,
Centers for Medicare and Medicaid Serviddsdicare & Medicaid Statistical Supplement, 200&dicaid Tables
14.1-14.27.

7 Anna Sommerst al. (2006), Table 2. The study used MSIS 2002 da&Tsbles 4, 9, 10a and 10b.
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categories in nursing facilities (NF) and eachhaf four recipient categories in ICF-MR.

Step Four: Calculation of Medicaid Costs for then@al Population. The ALCET for elderly
recipients in NF and ICF-MR was subtracted fromdtierall MSIS expenditure total for elderly
recipients (as adjusted in step three). This ygblale estimate of residual Medicaid expenditures
on elderly recipients in the general (non-instaotl) population covered by the CPS. The same
procedure was applied to the other three recigemips in the general population: children,
non-elderly able-bodied adults, and non-elderlablisd adults.

Step Five Estimate of the Percent of Medicaid Spending Gointp the 12 Sub-categories

The completion of steps three and four generatetbM®penditures in each of the 12
recipient/residential sub-categories. These figureie converted into percentages of total MSIS
Medicaid spending. The results are shown in Appefdble C-1.

Appendix Table C-1: Medicaid Expenditures By Beciafly Category and Institutional Status
Percent Share of Expenditures

Medicaid Recipient Residential Category

Expenditures on Expenditures  Expenditures  Expenditures
Persons in the on Personsin on Personin  on the Whole
General/Non- Nursing Intermediate ~ Population
Institutionalized Facilities Care Facilities
Population for the
Mentally
Retarded (ICF-
MR)
Elderly 9.33% 14.99% 0.36% 24.68%
Disabled Adults 35.29% 4.88% 5.38% 45.5%
Able-Bodied 11.93% 0.03% 0.01% 11.97%
Adults
Children 17.76% 0.02% 0.02% 17.80%
Total 74.31% 19.92% 5.77% 100.00%

Notes: Authors’ tabulation.

Step Six Adjustment of Aggregate Medicaid Spending to EquaFY 2004 CRS Levels

MSIS data show aggregate Medicaid expenditure288 $illion in FY 2003. MSIS
expenditures fall short of actual Medicaid expeamdis because MSIS does not include
disproportionate provider payments, some supplemhealyments, and administrative costs. In
addition, the MSIS expenditure calculations for diféerent recipient groups are based on FY
2003 data, which are the most recent availablettaunglobviously fall short of the FY 2004
levels. The most comprehensive Medicaid expenditooene from the Congressional Research
Service, which stated that aggregate federal atd Medicaid expenditures equaled $300.3
billion in FY 2004.100 The percent share expenditotal for each of the 12 recipient sub-
categories in Appendix Table C-1 were multipliedthy CRS expenditure total of $300.3 billion
to produce the aggregate spending figures for efttie 12 sub-categories presented in
Appendix Table C-2 This adjustment assumes thadlifference between MSIS and CRS
expenditures is distributed proportionally acrdss 12 sub-categories.
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Appendix Table C-2: Total Medicaid Expenditures Fdf2004 by Beneficiary Category and
Institutional Status in Millions of Dollars

Medicaid Recipient Residential Categories

Expenditures on Expenditures on Expenditures on  Expenditures

Person in the Persons in Person in on the Whole

General/Non- Nursing Facilities Intermediate Care Population

Institutionalized Facilities for the

population Mentally Retarded

(ICF-MR)

Beneficiary (in millions of (in millions of (in millions of (in millions of
Categories dollars) dollars) dollars) dollars)
Elderly $28,018 $45,015 $1,081 $74,114
Disabled $105,976 $14,655 $16,156 $136,787
Adults
Able-Bodied $35,826 $90 $30 $35,946
Adults
Children $53,333 $60 $60 $53,453
Total $233,153 $59,820 $17,327 $300,300

Notes: Authors’ tabulation.

The Medicaid spending aggregates in Appendix T@bBfor the 12 sub-categories are used in
Appendix

Table D-1 as the bases for calculating expenditismesingle-parent families in each sub-
category’®

% Congressional Research Service, Cash and Nonaasfis for Persons with Limited Income: EligibjliRules,
Recipient and Expenditure Data, FY 2002—-FY 2004rdii27, 2006, p. 234. The Congressional ReseanchicBe
provides the same spending totals as CMS Form-@idedDepartment of Health and Human Services. CKIS-1
Medicaid expenditure data are substantially highan those reported in MSIS. CMS Form-64 includesmaber of
medical services expenditures, such as disprop@atiopayments to service providers and supplempayahents,
that MSIS does not report. In FY 2003, Medicaid ioaldservices expenditures as reported in CMS Fé4m-
exceeded expenditures reported in MSIS by some8%28llion. CMS Form-64 also reported an additioh&B.58
billion in state and local administration costs,jethMSIS did not include. When these two items a@ded to the
$233.20 billion medical services expenditures asred by MSIS, the aggregate Medicaid expenditumr&sy
2003 totaled $276.16 billion. This figure is consig with the aggregate Medicaid expenditure figegorted by
CRS.

-44 -



Appendix D: Additional Tables

Table D-1: Aggregate Expenditures

AGGREGATE GOVERNMENT EXPENDITURES

Average
A Combined E Sha(rjg of EAggrzgatquxpenditures
Aggregate ggregate Federal xpen I Xpen LI per Single-
. . State and ' . Received by Received by
Expenditure Categories Allocators Federal State, and ) ) Parent
Expenditures HaeEl Local St Single- o ilie (13.0
“Expenditures : Parent Parent - :
Expenditures o o million
Families Families . .
family units)
(in millions) (in millions) (in millions) (%) (in millions) (in dollars)
13.008062
Direct Benefits
Single-parent
families' shar
Social Security g:;gtrz'm $495,548.0 $495548.0  3.07% $15216.3 $1,169.76
expenditures
in the CPS
Single-parent
families' shar
: of total
Medicare $269,360.0 $269,360.0 3.02% $8,137.9 $625.60
program
expenditures
in the CPS
Other Cash Transfer and
Benefits
Unemblo merSingle-parent
PIOYMeT ¢ milies' shar $45,306.8 $45,306.8 12.74% $5,773.6 $443.85

Compensat|onOf total
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program
expenditures
in the CPS
Single-parent
families' shar
Workman's  of total
Compensationprogram
expenditures
in the CPS
Single-parent
families' shar

$12,299.8 $12,299.8 8.32% $1,023.8 $78.71

Other Federal

Retirement of total
(Railroad and $6,573.0 $6,573.0 0.53% $35.0 $2.69
Black Lung program
Disability) ~ cxpenditures
in the CPS
Single-parent
Agricultural families' shar
Subsidies pf farm . $11,186.0 $11,186.0 0.74% $82.9 $6.37
income in the
CPS

Single-parent
Mortgage families' shar
Creditand  of total

o)
Deposit program $683.0 $683.0 2.68% $18.3 $1.40
Insurance expenditures
in the CPS
Direct Benefits Total $783,350. $57,606. $840,956. 3.60%  $30,287. $2,328.38

Education Benefits
Elementary and Secondary See text $34,3574325,206.9 $459,563.9 29.99% $137,801.8 $10,593.57
Higher Education See text $25,264.(4100,823.8 $126,087.8 9.90%  $12,488.9 $960.09
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Training and Other
Education

Singleparent
families' shar
of the total
population

$4,770.5 $4,770.5 13.29% $634.0 $48.74

Education Benefits Total

$59,621.1 $530,801. $590,422. 25.56% $150,924. $11,602.40

Means-Tested Benefits

Public Aid

Supplemental Security
Income (SSI)

Earned Income Tax Credit
(EITC)

Additional Child Tax
Credit (Refundable Portion)

Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' shar
of total
program
expenditures
in the CPS

$6,485.0 $10,082.0 $16,567.0 64.40%  $10,668.5 $820.15

$34,693.0 $5,146.0 $39,839.0 16.13% $6,425.1 $493.93

$34,012.0 $34,012.0 46.73%  $15,892.1 $1,221.71

$9,113.0 $9,113.0 31.34% $2,856.0 $219.55
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Food Stamps

School Lunch and
Breakfast

Women, Infant, and
Children Nutrition Prograr
(WIC)

Housing

Energy

Daycare

Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' drare
of
beneficiaries
in CPS
Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' shar
of total
program
expenditures
in the CPS
Single-parent
families' shar
of
beneficiaries

$28,431.0

$8,531.0

$4,899.0

$38,881.0

$2,118.0

$13,158.0
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$2,562.0 $30,993.0

$8,531.0

$4,899.0

$0.8  $38,881.8

$141.0 $2,259.0

$4,946.0 $18,104.0

51.11%

42.46%

45.80%

37.91%

10.38%

75.58%

$15,839.9

$3,622.5

$2,243.7

$14,740.5

$234.5

$13,683.2

$1,217.70

$278.48

$172.48

$1,133.18

$18.03

$1,051.90



in CPS

Single-parent
families' shar

Indian Health of $3,706.0 $3,706.0 21.78% $807.1 $62.05

beneficiaries
in CPS

Single-parent
families' shar

Job Training of $6,131.0 $876.0 $7,007.0 34.27% $2,401.1 $184.59
beneficiaries
in CPS
Medicaid/SCHIP $179,712.0 $127,221.0 $306,933.0
Children
General Population (including See text $59,966.3 53.08%  $31,830.8 $2,447.00
SCHIP)
Adults See text $35,828.6 23.89% $8,558.9 $657.97
it'jsjfs'ed See text $105,978.7 16.90% $17,909.9 $1,376.83
Elderly See text $28,018.0 3.14% $879.9 $67.65
Nursing Facilities Children See text $60.1 53.08% $31.9 $2.45
Adults See text $90.1 0.00% $0.0 $0.00
[A)ésjged See text $14,654.6  0.00% $0.0 $0.00
Elderly See text $45,015.0 0.00% $0.0 $0.00
ICF-MR Children See text $60.1 53.08% $31.9 $2.45
Adults See text $30.0 0.00% $0.0 $0.00
[A)ésjged See text $16,156.1  0.00% $0.0 $0.00
Elderly $1,081.1 0.00% $0.0 $0.00
Other Means-Tested Aid Arllcg)csrtt(iagnlqo
(Foster Care, Social fhepsum o $36,642.0 $7,264.7 $43,906.7  2854% $12,531.7  $963.38

Services, Medical Care) total means-
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tested
expenditures
reported
individually
in the CPS

Means-Tested Benefits
Total

$406,512. $158,239. $564,751.

28.54%

$161,189.

$12,391.48

Population-Based and
Government Support
Services
Transportation, Subtotal

Highways,
Roads, and
Parking
Facilities

Air
Transportatior
(Airports)

Sea and Inlan:
Port Facilities

Single-parent
families'
share of
gasoline
consumption
in the CS
Single-parent
families'
share of air
travel by
household
income
distribution of
air travel in
the NHTS
2001
Single-parent
families'
share of total

$64,626.0 $107,985.3 $172,611.3

$32,336.0 $78,294.9 $110,630.9

$16,743.0 $1,727.6  $18,470.6

$6,898.0 $939.8 $7,837.8
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7.86%

8.22%

5.79%

7.64%

13,564.8

9,097.1

1,068.7

598.9

$1,042.80

$699.34

$82.16

$46.04



Other Federal

Ground

Transportation

Transit
Subsidies

Other

Justice, Police and Public
Safety, Subtotal

Resources, Recreation, and
Environment, Subtotal

Natural
Resources

Parks and
Recreation

consumption
in the CS
Single-parent
families are
assumed to
receive zero
percent of
expenditures
Single-parent
families’
share of
public
transportatior
consumption
in the CS
Unallocated

Single-parent
families' shar
of the total
population

Single-parent
families'
share of the
total
population
Single-parent
families'
share of the
total

$8,407.0 $8,407.0
$27,023.0 $27,023.0
$242.0 $242.0

$45,535.0 $182,467.1 $228,002.1

$11,282.0 $61,139.8 $72,421.8

$12,611.9 $12,611.9
$2,963.0

$22,247.0 $25,210.0
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0.00%

10.36%

13.29%

11.83%

13.29%

13.29%

0.0

2,800.1

30,303.8

8,566.3

1,676.2

3,350.7

$0.00

$215.26

$2,329.61

$658.53

$128.86

$257.58



Sewerage

Solid Waste
Management

Public Utility
Spending:
Expenditures
Exceeding
User Charges

Water
Supply

Electrical
Power

Gas Supply

population
Single-parent
families'
share of the
total
population
Single-parent
families'
share of the
total
population

Single-parent
families’
share of wate
consumption
in the CS
Single-parent
families'
share of
electricity
consumption
in the CS
Single-parent
families
share of
natural gas
consumption
in the CS

$5,742.5

$8,289.8

$8,719.0

$3,318.4

$211.2
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$5,742.5

$8,289.8

$8,719.0

$3,318.4

$211.2

13.29%

13.29%

8.05%

9.83%

9.31%

763.2

1,101.8

702.1

326.3

19.7

$58.67

$84.70

$53.97

$25.08

$1.51



Other Health Related,
Subtotal

Miscellaneous, Subtotal

Single-parent
Pollution families'
Control and share of total
Abatement  consumption
inthe CS
Single-parent
families'
Energy share of the
total
population

General Single-parent
Health (Menta g p
families
Health,
share of the
Substance total
Abuse, Public ooulation
Health) Pop

Single-parent
Consumer andamilies’
Occupational share of the
Health total
population
Single-parent
Protective families’
Inspection andshare of the
Regulation  total
population

Other Labor Single-parent
Services families’

$8,485.0

-$166.0

$22,831.0

$19,888.0

$2,943.0

$19,896.0
$1,552.0
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$20,306.4

$8,808.4

$11,498.0

$9,064.5

$8,485.0

-$166.0

$43,137.4

$28,696.4

$2,943.0

$11,498.0

$28,960.5
$1,552.0

7.64%

13.29%

13.29%

13.29%

13.29%

13.29%

13.29%
13.29%

648.4

-22.1

5,733.4

3,814.0

391.2

1,528.2

3,849.1
206.3

$49.84

-$1.70

$440.76

$293.21

$30.07

$117.48

$295.90
$15.86



General

Government/Administrativ

Support

share of the
total
population
Single-parent
Other families'
Advancement share of the
of Commerce total
population
Single-parent
families'
Postal Serviceshare of the
total
population
Single-parent
families'
share of the
total
population
Single-parent
families'
Libraries share of the
total
population

Community
Development

General
Government
General
Government
Activities in
Support of

$8,660.0

-$4,070.0

$13,754.0

$9,064.5

$21,822.0 $58,733.4

$5,870.1
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$8,660.0

-$4,070.0

$13,754.0

$9,064.5

$80,555.4

$5,870.1

13.29%

13.29%

13.29%

13.29%

1,151.0

-540.9

1,828.0

1,204.8

$88.48

-$41.59

$140.53

$92.62



Public Good
Functions
Single-parent
families'
share of total
direct, means-
tested
benefits, $15,951.9 $58,733.4
educational
and other
population-
based
services
Single-parent
families'
share of total
direct, means-
tested
benefits, $37,709.9
educational
and other
population-
based
services
Single-parent
families'
share of total
Other direct, means-
Insurance tested $4,289.9
Trust benefits,
educational
and other
population-

General
Government
Less Activities
in Support of
Public Good
Functions

Unallocated
Expenditures
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$74,685.3

$37,709.9

$4,289.9

15.91%

16.06%

16.06%

$11,885.48

$6,056.21

$688.96

$913.70

$465.57

$52.96



based

services
General
(ng;’f,ﬂgﬂg”t $15,951.9 $100,733.2 $116,685.1  15.97% $18,630.65 $1,432.24
Good Support
Population-Based and
Government Support $180,121. $481,696. $661,818. 12.19% $80,647.9  $6,199.85
Total
Interest and Other
Financial Obligations
Associated with Past
Services
Single-parent
families' shar
of total direct
Interest Payments on mean_s-tested
Government Debt benef|t§, $160,245.0 $81,723.1 $241,968.1 15.92% $38,512.60 $2,960.67
educational
and
population-
based services
Single-parent
families' shar
Retirement Benefits for g;g;asl_?éﬁgg
Former Government benefits $88,729.0 $137,537.4 $226,266.4 16.06% $36,338.38 $2,793.53
Employees .
educational
and

population-
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Financial Obligations
Associated with Past
Services and Benefits Total
Financial Obligations

based services

$248,974.0 $219,260.5 $468,234.5

Associated with Past Pub $66,974.0

Goods

Net Financial Obligations

Total: Interest and Other

Financial Obligations

Associated with Past $182,000. $219,260. $401,260. 16.06% $64,442.4  $4,954.04

Services Minus

Obligations Associated

with Past Public Goods

Pure Public Goods

Expenditures
Single-parent

National Defense and families' shar

Related Costs of the total $457,951.0 $457,951.0 13.29% $60,866.27 $4,679.12
population
Single-parent

Veterans L"’;Tr']'('ftso tj‘ar $50,779.0  $1,049.7 $60,828.7  13.29% $8,084.74  $621.52
population
Single-parent

Science and Scientific families' shar 57 411.0 $57,411.0  13.29% $7,630.50  $586.60

Research of the total ’ ' . ' T '
population

International Affairs Single-parent $26,891.0 $26,891.0 13.29%  $3,574.08 $274.76
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Natural Resources and

families' shar
of the total
population
Single-parent
families' shar

Environment of the total $19,277.0 $19,277.0 13.29%  $2,562.11 $196.96
population
General Government 2;%'@51 er]et
Services in Support of $5,870.1 $5,870.1 13.29% $780.20 $59.98
Public Good Functions of the total
population
Interest and Other Financ grrr]]?lliz-sp'asr:anrt
Obligations for Past Public of the total $66,974.0 $66,974.0 13.29%  $8,901.52 $684.31
Good Functions population
Eigif;?&ﬁg?gg; $694,153. $1,049." $695,202. 13.29% $92,399.4 $7,103.24
TOTAL
EXPENDITURES $2,305,758.0$1,448,653.9%$3,754,411.9 15.45% $579,891.48 $44,579.39
TOTAL
EXPENDITURES minus
Pure Public Good
Expenditures and Past $1,611,604.9%$1,447,604.2$3,059,209.0 15.94% $487,492.08 $37,476.15

Financial Obligations
Associated with Pure
Public Goods
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$2,657,948.54 15.92% $423,049.64 $32,522.11

Table D-2: Aggregate Taxes and Revenues
Federal Taxes and Revenue

Single- St
Parent
JEUCL Families' Aggregate Taxes Paid
Tax and Revenue Aggregate  Families' Taxes Paid by :
: Allocators : Share of . per Single-
Categories Tax Receipts Share of Relevant Single-Parent Parent Eamil
Consumption : Families y
in the CS Category in
the CPS
(in millions) (%) (%) 13.01
Federal Individual IncomeCPS tax payment figure with
Tax adjustment for underreporting $808,959.0 3.02% $24,412.8  $1,876.74
CPS tax payment figures with
FICA Taxes adjustment for underreporting $685,334.0 6.44% $44,149.2  $3,393.99
Federal Corporate Incoméncidence assumed to be 70% on
Tax workers and 30% on owners $189,371.0

70% of total tax times single-
Federal Corporate parent families' share of total
Income Tax on Workeesarnings in CPS 6.11% $8,102.7 $622.90
30% of total tax times single-
Federal Corporate parent families' share of dividend,
Income Tax on Ownergterest, and rental income in CPS 2.35% $1,337.8 $102.85
Assumes incidence falls 100% on
workers; share of tax paid by
families headed by single parents
Unemployment Insuranceequals their share of earners in
Federal Receipts CPS $6,718.0 9.05% $607.7 $46.71
Incidence assumed to fall half on
Highway Trust Fund private owners of motor vehicles; $34,711.0
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one quarter on owners of business
one quarter on general consumers
Highway Trust One half of total tax times single-
Fund Taxes on Privateparent families' share of
Vehicle Drivers consumption on gasoline in CS 8.22% $1,427.1 $109.71
Highway Trust One quarter of total tax times
Fund Taxes on Busineshare of dividend, interest, and

Owners rental income in CPS 2.35% $204.4 $15.71
Highway Trust One quarter of total tax times

Fund Taxes on single-parent families' share of

Consumers total consumption in CS 7.64% $663.1 $50.98

Singleparent families' share of :
travel by household income
distribution of air travel in the

Airport and Airway Taxes2001 NHTS $9,174.0 33.04% $3,031.5 $233.05
Total tax times single-parent

Federal Excise Taxes: families' share of consumption on

Alcohol alcohol in CS $8,105.0 10.32% $836.5 $64.30
Total tax times single-parent

Federal Excise Taxes: families' share of consumption on

Tobacco tobacco in CS $7,926.0 12.86% $1,018.9 $78.33
Total tax times single-parent

Federal Excise Taxes: families' share of consumption on

Telephone telephone utilities in CS $5,997.0 9.64% $578.0 $44.43
Total tax times single-parent

Federal Excise Taxes: families' share of consumption on

Transportation Fuels fuels in CS $1,381.0 5.44% $75.1 $5.77
Total tax times single-parent

Federal Excise Taxes: Alfamilies' share of total

Other consumption in the CS $2,561.0 7.64% $195.7 $15.04

Federal Retirement

Receipts

Railroad and Other Total receipt times share of 0%A0 5.97% $243.6 $18.72
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Retirement Receipts  railroad earnings in CPS

Total receipt time the single-
Federal Employeegarent families' share of federal
Retirement Employee employee retirement contributio
Share in the CPS
Share paid by families headed by
single-parent families assumed to
Federal Gift and Estate Thg minimal
Total tax times single-parent
families' share of total
Customs, Duties, Fees consumption in the CS
Miscellaneous: Fees for
Permits and Regulatory

$24,831.0

$4,543.0 5.04% $228.8 $17.59

$21,083.0 7.64%

0.00% $0.0 $0.00

$1,611.1 $123.85

and Judicial Services Not applicable $8,675.0

Miscellaneous: Fines,

Penalties, and Forfeitures Not applicable $3,902.0

Other Miscellaneous

Federal Receipts Not applicable $336.0

Federal Total Taxes and

Revenues $1,827,684. 4.85% $88,723.9 $6,820.69

State and Local Taxes and Revenues
Single-

Single- Parent
Parent Families'

Families' Share of
Share of Relevant

Aggregate ConsumptionCategory in
Allocation Assumptions Tax Receiptsinthe CS  the CPS

Aggregate

Taxes Paid by Taxes Paid
Single-Parent per Single-
Families Parent Family
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(in millions)

State and Local IndividuaCPS tax payment figures with

Income Taxes

underreporting adjustments

State and Local Corporaténcidence assumed to fall 70%

Income Tax
State and Local
Corporate Tax on
Workers
State and Local
Corporate Tax on
Owners

Property Tax

workers and 30% on owners

70% of total tax times single-
parent families' share of total
earnings in CPS

30% of total tax times single-
parent families' share of dividend,
interest, and rental income in CPS
Incidence is assumed to fall half
on homes and rented apartments;
half on businesses. The business
portion is further assumed to fall
half on consumers and half on

owners $318,242.5

Property Taxes on One half of total tax times single-
Owner Occupied and parent families' share of shelter

Rented Domiciles

costs in the CS
One quarter of total tax times
single-parent families’ share of

Property Taxes ontotal dividend, interest, and rental

Owners

incomes in the CPS
One quarter of total tax times

Property Taxes onsingle-parent families' share of

Consumers

General Sales Taxes

Motor Fuel Tax

total consumption in the CS
Total tax times single-parent
families' share of total
consumption CS minus
exemptions

Incidence assumed to fall half on
private owners of motor vehicles;

$244,891.3

$34,943.6
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$215,214.7

$33,715.8

(%)

8.26%

7.64%

7.42%

(%)

4.25%

6.11%

2.36%

2.36%

(in millions)

$9,143.0

$1,442.6

$239.2

$13,139.1

$1,881.5

$6,079.6

$18,179.8

(in dollars)

$702.87

$110.90

$18.39

$1,010.07

$144.64

$467.37

$1,397.58



one quarter on owners of
business; and one quarter on
general consumers
Motor Fuel Tax on One half of total tax times single-
Drivers of Personal  parent families' share of gasoline
Vehicles consumption in the CS
One quarter of total tax times
Motor Fuel Tax on single-parent families' share of
Consumers total consumption in the CS
One quarter of total tax times
single-parent families' share of
Motor Fuel Tax on total dividend, interest, and rental
Business Owners incomes in the CPS
Total tax times single-parent
families' share of consumption on
Tobacco Tax tobacco in the CS
Total tax times single-parent
families' share of consumption on
Alcohol Tax alcohol in the CS
Total tax times single-parent
families' share of total
Other Selective Sales Taxonsumption in the CS
Total tax times single-parent
families' share of consumption on
Motor Vehicle Licenses licenses in the CS
Total tax times single-parent
families' share of consumption on
Public Utilities Tax utilities in the CS
Other General Taxes State
and Local (Mainly Estate,Total tax times single-parent
Stock Transaction, and families' share of dividend incor
Severance Taxes) in the CPS
Insurance Trust Revenue

$12,625.8

$4,985.7

$41,755.9

$18,709.0

$21,426.6

$63,766.5
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8.22%

7.64%

12.86%

10.32%

7.64%

6.50%

9.31%

2.36%

2.02%

$1,436.7

$667.6

$206.6

$1,623.1

$514.5

$3,190.8

$1,216.5

$1,995.4

$1,290.5

$110.45

$51.32

$15.88

$124.77

$39.56

$245.29

$93.52

$153.39

$99.21



Unemployment

Assume incidence falls 100% on
workers; share of tax paid by
single-parent families equals their

Compensation share of earners in the CPS $38,361.5 9.05% $3,469.9 $266.75
Assume incidence falls 100% on
workers; share of tax paid by
Workers' single-parent families equals their
Compensation share for earners in the CPS $21,757.9 9.05% $1,968.1 $151.30
Other Insurance
Trust Revenue Unknown $5,904.4
Employee Retirement
Trust Revenue
Total receipts times the single-
parent families' share of state and
local employees participating n
Employee employment pension plans in the
Contribution CPS $30,785.8 6.36% $1,958.8 $150.58
Earnings on
Investment Not applicable $315,553.9
Other Not applicable $18,978.8
State and Local Other
General Revenue
Interest Earnings  Not applicable $53,194.3
Sale of Property Not applicable $1,959.6
Special Assesment Not applicable $6,452.7
Other General
Revenue Unknown $58,066.0
Total tax times single-parent
families' share of the adult
Lottery Receipts population in the CPS $45,465.8 9.21% $4,188.9 $322.02
Total State and Local $1,606,757. 4.60% $73,832.. $5,675.87
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Taxes and Revenues

Total Federa, State, and
Local Taxes and

Revenues $3,434,441.8 4.73% $162,555.9  $12,496.56
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Table D-3: Federal Outlays — FY2004

Federal Outlays, FY 2004
Function and Subfunction Total Outlays Program 1
(in millions of
dollars)

050 National defense:
051 Department of Defense—Military:

Military personnel $113,576 Public g
Operation and Maintenance $174,045 Public gt
Procurement $76,216 Public g
Research, Development, Test, and Evaluation $60,759 Publicgc
Military construction $6,312 Public g
Family housing $3,905 Public gt
Other $1,708 Public g
051 Subtotal, Department of Defense—Military $428,5 Public g
053 Atomic energy defense activities $16,625 Public g
054 Defense-related activities $2,762 Public g
Total, National defense $455,908 Public g
150 International affairs:
151 International development and humanitariarsteste $13,825 Public g
152 International security assistance $8,369 Public g
153 Conduct of foreign affairs $7,897 Public g
154 Foreign information and exchange activities 181, Public g
155 International financial programs -$4,341 Public g
Total, International affairs $26,891 Public g
250 General science, space and technology:
251 General science and basic research $8,416 Public g
252 Space flight, research, and supporting acwiti $14,637 Public g

Total, General science, space and technology

270 energy:
271 Energy supply
272 Energy conservation
274 Emergency energy preparedness
276 Energy information, policy, and regulation
Total, energy

300 Natural resources and environment:
301 Water resources
302 Conservation and land management

303 Recreational resources
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$33,05 Public g

-$1,555
$926
$158
$305
-$166  Populationbase

$5,571 Public g
$9,758 Public g

$2,963 Populationbase



304 Pollution control and abatement
306 Other natural resources
Total, Natural resources and environment

350 agriculture:
351 Farm income stabilization
352 Agricultural research and services
Total, agriculture

370 Commerce and housing credit:
371 Mortgage credit
372 postal service
373 Deposit insurance
376 Other advancement of commerce
Total, Commerce and housing credit

400 transportation:
401 Ground transportation
Highways and Roads

Other ground transportation
402 Air transportation
403 Water transportation
407 Other transportation
Total, transportation

450 Community and regional development:
451 Community development
452 Area and regional development
453 Disaster relief and insurance

Total, Community and regional development

450 Community and regional development: Duplicate Acounts
Community and regional development proportional
Community and regional development: public goodhfaland

security)
Total

500 Education, training, employment, and social seices:
501 Elementary, secondary, and vocational education

502 Higher education

503 Research and general education aids
504 Training and employment

505 Other labor services
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$8,485 Populationbase

$3,948 Public g
$30,725

$11,186 Direct bel

$4,254 Public g
$15,440

$2,659 Direct bel
-$4,070 Populationbase
-$1,976 Direct be|

$8,660 Populationbase
$5,273

$40,743 Populationbase
$32,336  Populationbase

$8,407 Populationbase

$16,743 Populationbase

$6,898 Populationbase

$242  Populationbase
$64,626

$6,167 Not applic
$2,329 Not applic
$7,301 Not applic

$15,797  Duplicates

,$38  Populationbase
$2,043 Public g
$15,797

$34,357 Educational

$25,264 Educational
$3,005 Public g
$7,912 Meanste:
$1,552 Populationbase



506 Social services (Including Head Start)
Total, Education, training, employment, and sos@lices

550 Health:
551 Health care services, public health, metalthealibstance
abuse
551 Health care services, means-tested
552 Health research and training
554 Consumer and occupational health and safety
Total, health

570 Medicare:
571 Medicare

600 Income security:

601 General retirement and disability insurancel(ekng social
security)(pension benefit guarantee, black lungdisdble miners,
railroad retirement)

602 Federal employee retirement and disabilityaltot

602 Federal employee retirement and disabilitytdygast public
good functions + subtotal

602 Federal employee retirement and disabilityp#er: sub-total

603 Unemployment compensation (counted as statenelkpre)

604 Housing assistance

605 Food and nutrition assistance

609 Other income security (Supplemental Securitpine,
Refundable Earned Income Credit, Temporary Assistam Needy
Families, Low Income Energy Assistance, Foster Jahdd Care
and Child Development Block Grant)

Total, Income security

650 Social security:
651 Social security

700 Veterans benefits and services:
701 Income security for veterans
702 Veterans education, training, and rehabilitatio
703 Hospital and medical care for veterans
704 Veterans housing
705 Other veterans benefits and services
Total, Veterans benefits and services
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$15,855 Meanste:
$87,945

$19,888 Populationbase

$190,204  Meanste:

$27,099 Public gt

9482, Populationbase
$240,134

$269,360 Direct bel
$6,573 Direct be
Interest and Ott
$88,729 Obligati
$23,868 Public g
Interest and Ott
$64,861 Obligatic
Not applic
$36,568 Meanste:
$46,012 Meanste:
$109,961 Meanste:
$332,837
$495,548 Direct bel
$31,654 Public g
$2,751 Public gt
$26,783 Public g
-$1,980 Public g
$571 Public g

$59,779 Public g



750 Administration of justice:
751 Federal law enforcement activities
752 Federal litigative and judicial activities
753 Federal correctional activities
754 Criminal justice assistance
Total, Administration of justice

800 General government:
801 Legislative functions
802 Executive direction and management
803 Central fiscal operations
804 General property and records management
805 Central personnel management
806 General purpose fiscal assistance
808 Other general government
809 Deductions for offsetting receipts
Total, General government
General government in support of public good fuorddi
General government, all other

900 Net interest:
901 Interest on Treasury debt securities (gross)
902 Interest received by on-budget trust funds
903 Interest received by off-budget trust funds
908 Other interest
909 Other investment income
Total, Net interest

Net Interest Due to Past Public Good Functions

Net interest, all other

Total Outlays with offsetting receipts
(Excludes unemployment insurance)

$19,090 Populationbase
$385% Populationbase
$5,509 Populationbase
$11,251 Populationbase
$45,535 Populationbase
$3,187 Populationbase
$510 Populationbase
$9,339  Populationbase
$2ZF8ppulationbase
$217 Populationbase
$7,675 Populationbase
$2,345 Populationbase
-$1,679  Populationbase
$21,822 Populationbase
$5,870 Public g
$15,952 Populationbase
21539 Not applic
1511 Not applic
6,328 Not applic
-$4,473 Not applic
-$2,972 Not applic
$160,245
083, Public g
Interest and Ot
$117,139 Obligatic
$2,305,758

Source Budget Historical Tables For FY2006; Budgedes 401 Details Taken from FY2006 Budget Appe

Table D-4: Removing Federal Grants in Aid from 8tamnd Local Expenditures

State and
Local Expenditure
ExpendituresSubtotals

State and

Federal Local

Grants In  Expenditures
Aid to Less Federal
States Grants

(in millions) (in millions)
Total income security, health, and 532,154.07
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(in millions)(in millions)




social services
Means tested aid and Services
Other

Total transportation
Highways
Air transportation (airports)
Parking facilities
Sea and inland port facilities
Transit subsidies

Total education and training
Higher education
Elementary & secondary
Other education
Training
Libraries

Total resources and environment
Natural resources
Parks and recreation
Sewerage
Solid waste management

Justice and public safety

Veterans

General government

Protective inspection and regulation
Unallocated expenditure
Employment security administration
Interest on general debt

Insurance trust expenditure
Unemployment compensation
Employee retirement
Workers' compensation
Other insurance trust

Utility expenditure
Water supply
Electric power
Gas supply
Transit

141,958.53

664,561.08

109,673.71

187,551.12
1,503.74
67,748.37
11,498.04
100,142.99
4,679.16
81,723.06

43,277.64
137,537.44
12,299.80
4,289.89

44,806.24
59,298.84

6,716.95
44,236.69
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91,295.07

118,178.67

18,030.57
1,335.99
4,046.65

366.66

173,085.92
452,054.91

30,219.74

9,200.51

23,298.71
30,467.48
35,534.72
20,372.80

440,859.00 277,849.00

9,835.00

30,689.00
2,958.00

20.00

482.00
20,522.00
14,810.00

4,325.00

136.00

7,423.00
239.00

5,084.00
454.00
9,015.00

14,712.00
2,650.00

7,777.00

163,010.0
81,460.0

87,489.6
15,072.5
1,335.9
4,046.6

346.66

172,603.9
431,532.9
15,409.74
-4,325.0
9,064.5!

15,875.7
30,228.4
35,534.7
20,372.8

182,467.1
1,049.74
58,733.3
11,498.0
85,430.9
2,029.1¢
81,723.0

43,277.6
137,537.4
12,299.8
4,289.8

44,806.2
59,298.8
6,716.9
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Liguor store expenditure

Total state and local outlays

4,672.90

Total Federal
Grants in Aid to

2,260,330.26he States

408,980.00,851,350.26

4,672.90

Table D-5: Removing User Fees and Changes frone Stat Local Expenditures

State and Local

Expenditures

Amounts

State and Local
Expenditures Net

Total income security
health, and social
services

Expenditures Net Net Federal Categories of User Federal Grants in

Federal Grants in Aid Grants (from of User FeesFees and Aid and Net Fees Final
Table E-4) and ChargesCharges and Charges Expenditures
in millions in millions in millions

Total income
security, health, an
social services

Housing and
Means-tested ai community Means-tested aid
and services 163,010.00 development 4,770 and services 158,239.58
Other income,
Other income, health and
health and services  81,460.07 Hospitals 72,652 services 8,808.39
Total transportation Total transportatior
Highways 87,489.67 Highways 8,991 Highways 78,498.76
Air Air
transportation transportatio Air transportation
(airport) 15,072.57 (airports) 13,345 (airport) 1,727.56
Parking
Parking facilities 1,335.99 facilities 1,540 Parking facilities -203.93
Sea and
Sea and inland inland port Sea and inland
port facilities 4,046.65 facilities 3,107 port facilities 939.84
Transit subsidie 346.66 Transit subsidies 346.66
Total Education and Total Education ant
Training Training
Higher
Higher educatio  172,603.92 education 71,780 Higher education  100,823.83
Elementary and School luncr Elementary and
secondary 431,532.91 sales 6,326 secondary 425,206.94
Other
Education
Other education 15,409.74 Charges 6,314 Other education 9,095.47
Library 9,064.51 Library 9,064.51
Training -4,325.00 Training -4,325.00
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Total resources and Total resources anc
environment environment
Natural Natural
resources 15,875.71 resources 3,264 Natural resource: 12,611.90
Park and Parks and Park and
recreation 30,228.48 recreation 7,982 recreation 22,246.96
Sewerage 35,534.72 Sewerage 29,792 Sewerage 5,742.49
Solid waste and Solid waste Solid waste and
management 20,372.80 managemen 12,083 management 8,289.80
Justice and Public Justice and Public
Safety 182,467.12 Safety 182,467.12
\eterans 1,049.74 Veterans 1,049.74
General government 58,733.37 General governmer ~ 58,733.37
Protective inspection Protective inspectic
and regulation 11,498.04 and regulation 11,498.04
Administration and Administration and
unallocated Other unallocated
expenditures 85,430.99 charges 46,696 expenditures 38,734.62
Employment
Employment Security Security
Administration 2,029.16 Administration 2,029.16
Interest on general
Interest on general de  81,723.06 debt 81,723.06
Insurance trust Insurance trust
expenditure expenditure
Unemployment Unemployment
compensation 43,277.64 compensation 43,277.64
Employee Employee
retirement 137,537.44 retirement 137,537.44
Workers' Workers'
compensation 12,299.80 compensation 12,299.80
Other insurance Other insurance
trust 4,289.89 trust 4,289.89
Utility
Utility expenditure revenue Utility expenditure
Water supply 44,806.24 Water supph 36,087 Water supply 8,719.05
Electric
Electric power 59,298.84 power 55,980 Electric power 3,318.36
Gas supply 6,716.95 Gas supply 6,506 Gas supply 211.20
Transit 36,459.69 Transit 9,783 Transit 26,676.34
Liquor store Liquor store Liquor store
expenditure 4,672.90 revenue 5,698 expenditure -1,024.71
Total State and Local Total Fees Total State and
Expenditures 1,851,350.26 and Charges 402,696 Local Expenditures 1,448,653.82

-72 -



Table D-6: State and Local Outlays Minus Federan® in Aid and User Fees and Charges

Aid and Net fees and Charges

Means tested Aid and services
Other income, health and services
Total transportation
Highways
Air transportation (airports)
Parking facilities
Sea and inland port facilities
Transit subsidies
Total education and training
Higher education
Elementary & secondary
Other education
Training
Libraries
Total resources and environment
Natural resources
Parks and recreation
Sewerage
Solid waste management
Justice and public safety
Veterans
General government
Protective inspection and regulation
Administration and unallocated expenditure
Employment security administration
Interest on general debt
Insurance trust expenditure
Unemployment compensation
Employee retirement
Workers' compensation
Other insurance trust
Utility expenditure
Water supply
Electric power
Gas supply
Transit
Liquor store expenditure
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State and Local Outlays Net Federal Grants in

TOTAL STATE AND LOCAL EXPENDITURES

Final Net
Expenditures Type of Program
(in millions)

Total income security, health, and social services

158,23%/83ns tested
8. @ opulation-based

78,498.7Bopulation-based
1,727.B®pulation-based
-203.9Bopulation-based
939 Bdpulation-based
346.6%®pulation-based

100,823.&8lucational benefits
425,206ERducational benefits
9,095.Hirect benefits
-4,325.00Educational benefits
9,064.51 Population-based

12,611.BBpulation-based
22,246Pgpulation-based
5,742.49Population-based
8,289R&fpulation-based
182,467 .RP2pulation-based
1,049.74Interest and other costs due to past ser
58,733.Fbpulation-based
11,498Rpulation-based
38,73&®pulation-based
2,029.Dérect benefits
81,723.berest and other costs due to past ser

43,27 708dect benefits
137,537 .Merest and other costs due to past ser
12,299 Bbect benefits
4,289.B6pulation-based

8,719.0Bopulation-based
3,318.3Bopulation-based
211.20 Population-based
26,676.34Population-based
-1,024. Population-based
1,448,653.82



Summary

Direct Benefit Total 57,606.60
Means-tested Total 158,239.53
Educational Benefits Total 530,801.24
Population-Based Services 481,696.22
Interest and Other Financial Obligation Due to Past

Activities 219,260.50
Pure Public Good Expenditures 1,049.74

TOTAL STATE AND LOCAL EXPENDITURES 1,448,653.82

Table D-7: Government Taxes and Revenues

Aggregate
Federal Revenue Receipts FY 2004 Revenue Revenue Sub-Totals
From Taxes and Related Sources (in millions) (in millions)
Individual income taxes 808,959
Corporate income taxes 189,371
Federal insurance contributions act (FICA) 685,334
Old Age and Survivors Insurance 457,120
Disability insurance 77,625
Hospital insurance 150,589
Unemployment insurance - federal receipts 6,718
Other retirement receipts 8,620
Railroad retirement 2,297
Railroad social security equivalent
account 1,729
Federal employees retirement
employee share 4,543
Non-federal Employees Retirement 51
Excise taxes 69,855
Alcohol excise tax 8,105
Tobacco excise tax 7,926
Telephone excise tax 5,997
Transportation fuels excise tax 1,381
Other taxes 1,157
Trust fund excise taxes
Highway 34,711
Airport 9,174
Other 1,404
Estate and Gift Tax 24,831
Customs duties and fees 21,083
Other miscellaneous receipts 12,913
Miscellaneous: fees for permits and
e . 8,675
regulatory and judicial services
Miscellaneous: fines, penalties and 3,902
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forfeitures
Other miscellaneous federal receipts 336

TOTAL FEDERAL RECIEPTS* 1,827,684
*Excludes $32.6 billion in unemployment

insurance receipts from state governments

and $19.6 billion in earnings of the federal

reserve system

Aggregate
State and Local Revenue Revenue Revenue Sub-totals
From Taxes and Related Sources (in millions) (in millions)
Taxes
Property 318,242
General sales 244,891
Selective sales 115,738
Motor fuel 34,944
Alcoholic beverage 4,986
Tobacco products 12,626
Public utilities 21,427
Other selective sales 41,756
Individual income 215,215
Corporate income 33,716
Motor vehicle license 18,709
Other taxes 63,766
Miscellaneous general revenue 165,139
Interest earnings 53,194
Special assessments 6,453
Sale of property 1,960
Lottery receipts 45,466
Other general revenue 58,066
Insurance trust revenue 66,024
Unemployment compensation 38,362
Workers' compensation 21,758
Other insurance trust revenue 5,904
Employee retirement trust revenue* 365,318
Employee contribution 30,786
Earnings on investments 315,554
Other 18,974
TOTAL STATE AND LOCAL
REVENUE 1,606,758
TOTAL FEDERAL, STATE, AND
LOCAL REVENUE 3,434,442

From Taxes and Related Sources
*Excludes intra-governmental transfers to
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retirement trust funds.
Sources: Federal Source: Analytic PerspectivesgBuaf the United States

Government, Fiscal Year 2006; State and Local SourS. Census, Survey of
Governments, http://www.census.gov/govs/estima@904s|_1.html.

-76-



Appendix F: Other Family/Household Types — Provisioal Results

Appendix Table F-1 presents the net fiscal balari¢bree other family and household types:
married-parent families, married-couples withoutdren present in the home, and families and
households without children present headed byeaimglividuals. The three groups presented in
Appendix Table F-1 along with single-parent fanslieearly complete the fiscal system (the sum
shares of these four groups do not equal 100 pefaea few categories). Consequently, these

results should be interpreted as provisional, mat fresults, particularly at the specific
expenditure or tax category level. At the aggredavel for each group, Appendix Table F-1
presents an approximate magnitude of the net fisalaihce for each type of family/household.

Appendix Table F-1: Net Fiscal Balance of Other Faaind Household Types

Single
Individual
Families
Married W't.hOUt
Married Couples g?ggéi?
Parent without Single-Noh-
Families Children Family
Present Householder &
Unrelated
Secondary
Individuals
A. Total Direct-Benefits, Means-Tested $24 239
Benefits, Education, Population-Based $26,714 $21,546 ($23’509)
Services Received '
B. Total Direct-Benefits, Means-Tested
Benefits, Education, Population-Based $20 831
Services, Interest and Other Financial $30,482 $24,644 ($20’204)
Obligations of Past Government Activities '
Received
C. Total Direct-Benefits, Means-Tested
Benefits, Education, Population-Based $18.099
Services, Interest and Other Financial $40,235 $30,143 ($17’554)
Obligations of Past Government Activities, '
Pure Public Goods Received
. $17,224
D. Total Taxes Paid $36,004 $31,466 ($16.705)
Ratio of Ato D 0.7 0.6 (i:i)
Ratio of Bto D 0.9 08 (i:g)
1.1 0.9 1.1

Ratio of Cto D

(1.1)
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Notes: Estimation details available upon request( ) Based on the count of individuals in
institutional facilities, 1.358 million, as singleindividual households.
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