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July 23, 1993

Prosident Bill Cinton

Washington, DC 20500

Dear Mr. President:

As you and your administration work with the mmm on the Omnibug Budget :
Raconcillation Act of 1993, sn overriding question for the American public is whather the

conference agrecment ruests your own standard of shared sacrifice in iu goal of dadicit
reduction. Reguelng the defic: i always a painful' process, but older Americans,.

. hospitals and physiciaos are willing to do thelr share jf the pain b eqguitably distribuied.

In this regard, the proposed Medicare reductions are afmnmimcem to our
organizations

Unfartunssely, much of the debete around this defleit redustion pa.rh.gc has focused on
the ratio of direct spending cuts © tax increases, racher than on mecung s standand of
shared sacritice for all Americans. In fact, many Amenicans receive benetits through
direct spending programs while others benefit fom indirect spending through 2 myriad of
tax praferences designed to promots certin economic and/or social ovtcomes. .

Regardless of which type of sponding, the burden of paying for thess boncfits is borns by
all of us as taxpayers. Ultimaiely, Americans will judge this package based not on
whether some arbitrary ratio has been achieved but rather on whether the burden of
deficit reduction is fairly distributed, .

Earlier this year, yon propased 548 billion in Medicare cuts — an unprecedented
propasal. In making this proposal, you urged all Americans to share in the sacrifice
noaded 10 roduce the deficit. As you know, our crgonizations demonstratad that we ~
and our memberships - were willing 1o do cur part.  The Medicars provisions included
in the House-passed bill, compargbie 1o youy proposal, would cot 548 billion from
Medicare over five years — the largest singie reduction in the program’s history.
Unforrunstely, the Senate increased the cut to 358 billion, Reductiony of this magnitude:
1} throstey Deneficiary acosss 10 needed care; 2) promow increased cos-shifting 1o the
private sector; and 3) pose barriors to the teform of our health care system,

Tue adges Medicars cuts in the Senate did pot occur tn arder t reduce the defait dut
rather 1o offset the lows of revenue due to the offorts by energy intsrests o exemipt
thcmmvcs from the shered sacrifice which you called for in vo wpmpml. We are
disappointed by remarks anributed to you and those of your administration supporting
the higher Sennte Medicare cuts,
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You have frequently noted that we cannot achieve real, longstezm deficit reduction by
simply continuing what we have been doing for over a decade: *cutting Madicare and

- shifting costs 10 beneficiaries and the private sector. While Medicare and Medicaid coms
maybadrivingmuchohbc growth in our deficit {n rocent yoars, wo will not make roal
progress sgainst thoss increases und) we take on the undarlying systp-wide problems
which drive up health care costs. AS you know, comprehensive rofarm of oy headth care . !
symm can aconmplish this task. .

l_ : -
i

! :
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Because of these concerns, mmganiza:iom ﬁmw:mmé&zymmﬁe
conferees 1o be guided by the House provision in establishing the level of Madicars cuts,
not the Senste’s. .

t i .
~ Like most Americans, older Americuns, hospitals and physicians arc willing 1o do their
part 1o réduce the deficic “Z':my a3k only that the burden of defickt reduction be fairly
xhamﬁ

Sinccre}y,
|

Richand Davitdson - M.D.
American Hospltal muaa Medica] Associution
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NEBRORANDUOM

Ta: Caxroel Rascoe

PROM? ¥arian Wright Edelman

DATES July 7, 1983

RR: | Four taps  Needad for Enactment of & Clinton

" Administration’s Initiative for Children

1. The FWhite House should take staps to strongly defend the
President’s inmunization proposal zZs adopted by the House in
gonference. It wiil also be necessary Lo secure the
eooparation of Senator Bumpers for a satisfactory confarence
agreement on immunizatien. Senator Bumpers single handedly
convinced tha Senave ta gut the Finance Comnittea provigion,
tesalf a scaled back varsion of the President’s proposal for
the federal government to pay for bulk purchase and
distribuetion of vaccines for all pre-schoolers. The Eenata
pasw»ﬁ Bumpers plan zaves on the cost of %@daeaxdnguzohased
vacaxnogg but it would net previde fundipe amuni 2 3
ena additional wohild, Sée enoloeed chart &asar;hing Honsa,
Senate Pinenoe, and Sesnate Immunisation proviscions.

ﬁﬁﬂﬁTORS'%I?CﬂELL, MOYKIHAN, DUMPERS AND REPREEENTATIVES FOLEY
AND ROSTIENKOWSKI SHOULD BE TOLD THAT THE HOUSE PASSED IMMUNIZATION
PROVISION I3 A BOTTOM LINE ADMIKISTRATION PRIURITY.

2. The wWhite Pouse Should ggoure Senate approval for increased
appropriations for Head start and immunizations in ¥Y®é. The
Pregicent’y propesad 1.4 DLlilon increase ror Head Start and
$300 miziion for immunization could not be accommodated within
the bounds of the Labor HHS appropriation (without significant
cuts in current spending levels for ¢ther worthy prouransi.

Mr. mateher provided only an additional $500 million for Hsad
Start and 6108 millien for immunizatien, As the action moves to
the Senate it is essential to get a Head Start increase of at least
$850 millien to have any hope of securing $70¢ milljon in
sonferense, It would be embarrassing for the President to segure
an increase of no nore -~ or gven less ~- than wag achleved in ths

" Congress under Bush last vear.

t is crucial tha®t ¢he Head Start increass not oome &t ths
expaenge of the funding necesszary for the other parts of the
President/s immunization styategy: increased appropriations of $300
millicn t¢ keep immunizaticn clinics open longer hours; tos re&ch
out to parents with information on where and why to immunize their
ehildren; and to set up tracking systems to rem‘nﬁ parents when
immunizationz are due.
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8trong White Houwe intexvention is nocessary to ensure that
the confersem do pnot drop the Adminigtration’s Family
Praservation and Support provisions adopted by tho Houss but
not the Bepate, not because of the substantive ebjeotions, but

because of poetentisl “Byrd Rule® Jifficulties, {Tho
fresidsnc’s propessl would authorize new mpending not offset
elsawhere in the Reooneilianion pill y spending outas). The

$1.8 biitlion cost would meke a major zentyibubtion te reducing
abuse and negiect and unnecessary Joster placesents and is
mach smaller than similar provisions passed twice before.
Chairmen Rostengowsxl and Moyniban need o hear that these
provisions are aear Ythe Lop <of <$he aAanministration’s
pricrities.

mhe Presxdent ~should frame the fellowing four issues as
¢ House bill as "a Children and Families

Init atlve_“
!
j o immunization
fanily praeservatien and support
» Leland arti~husger provisions
o Earned ircome creait

L4

i
This would enable child and family advocates fto rally around

the full agenda; provide political cover for some members who would
vota to halp children although urcomfortable about the nix of
budget cuts and tax inoreasass; and lend cohersnce to a diverse set
of  invesuinente. A gigmificant Clinton investmant progran for
ohildren and familios could be accomplished with the following
sutcons in conferandas

$ 1.2 killion for purchasing and distributing vaccines
$ 1.5 billiion for fanily presecrvation and eupport
$ 3.0 billlen for food mssiatance ro femilies with high
housing costs.
$18.0 billion for sxpansion of ithe earned income ¢redit for
' vorxing ramilies and
$28.7 billion portom iins

fos ot =

Some combination of taxes and otner Spending ©uUs are needed to
make room for these investnants.

!
|

Enclosure:r Chart on House, Senate Finance, and

Bunmpers Anardnent/Sheet on Fanmily
; Pregoyvation Pravigions
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Houvse-Prsyed Smtiemdi.abar

Vergion Comnmittee Provislons {Burapers Assandments)
Vaceipe Assrurance Yes - Vacsines for all Yes - Vaczines for unipmwsd No - Stares only required
children without insurance and underinsured chiidren with | to bulk purchase varcines
soverage for immmunizatons. | incomes below 75 poreent of | for Medicaid programs,
thelr state's median income.
i No, of Additional | 11.1 million 7.9 million Nene
Children Ellgibie for
Immunizaticn ’
Parent Education | Yes - Medicaic required (¢ Yes - Same as House, No. The Medicsid |
and Owreach for inform parents and establish improvements were
Medicaid-covered immEiTation agresmenis deleted by the Bompers
Childhren - with WIC ang Title V Amesximents, !
Maternal and Child Health
i | Programs, I
Improved Medicnid Yes - Sufficiens fees for Yes - Same as House, No - The Medicaid
Hefmbmrsement | immmnizarion services improvernents wers
.| vequiced so Medicaid deieted by the Burapers
children can gel nmanized Ameeudrasns.
by private phygicians.
Improved Medicaid © § Yes - Macticsid must cover Yex - Same ns Houge, Mo - The Medicaid
Caverage of al recomumended vaccines., improvemens were
hunnudzations and managed care plans mast deleted by the Bumpers
provide immunizanon Amendmens.
1 ERIVILEE.
Stta Vareine Yes - HES must sepotistc on | Yes - Same as House. MO - Mamufacturers may
Purchase at Centors | behalf of the siates for refuss o sell vaceines gt
for Disease Control vareings at e game prites CDC nagotiated prices to
{CDC) ~ Negotiated and ters as Qudec the CDC, states for nom-Madicaid
Prices for Nom~ | comasts. : ) children.
Medicatd Children. ;
Protection o Gram Yes - There are no provisions | Yes (Partial) - Allow No - Stares may Hvpose
Reductions for punitive sancrions against | demonstrations in S swates if gancton on AFDC
AFDC parents. services are available and farilies even if sarvices
E other prosaaions are in place. | are savalable or if the
i parend has religious
! objecrions,
Lmmssmization , Yes - Arzhorizes §50 miflion | Yes - Authorizes 3152 miflion | Yes - Leavey Labsan
Regiztries i FY 1994 and $152 milion | in FY 1994 for umeizadon | Comumitoe provisions
in FY 1993 to establish regisiries. jrtace,
immunization 7egistries.
- Imemamizagion Service | Yes - Authorizes $68C Yes - Authorizes S290 miillion | Yes - Leaves Labor
. Dalivery, Edueation, | million ja FY 1954 and such | {n addivion to currenz CDC Comuminee provisions
and Outreach wms in following years. _gramts for FY 1954, tatace.
Vaevine Injury Yes - Permanengly extends Yeu - Similar 1o House. Yeu - Similar to Houss,
Compensation vaceine excise tax and
Program
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¥AINTAIN THE PRESIDENT'S FPAMILY BRRESEZRVATION AND SURRORT PROVIBIONS
PASHED BY THE BOUSE IN TEE OMNIEBUE BUDGET RECONCILIATION BILL

HOUSR: The Prasident’s Family Preservation and Support Provisions
(81.8 pillion over five ysars) sre in the Houss-passaed
Budge:r Reconwiliaticn Bill,

PENATE: o Famiiy Preservabticn and Support Provisions are in tha
Henete Budgek Recanciliarien Biil due o procedural
problesme, although the Rockafellsr-Bond Family
Pressrvation and Child Protsotion Reform Bill (3. R94) is
‘pending in the Senata.

WHRYT THE PAMILY FRESERVATION AND SUPRPORT PROVISIONSE D

§
1. Prevént child abuse and neglect by providing funde for family
support programs, like Avkansas’ HIFRY program, Farentg as
Teachers, and ramily Poous, all of which ceach parents saxly
now te provect, aurture and support theix childrang

2., Help states develop and expand programa Isr families in crieds
which keep children pafe and families together and prevent the
unnecessary uze ©f ¢ostly out-of-home care;

3. Improve the guality of foster care and adoprion assistance foy
children who cannot be protécied at home; and

1
4. Enhance accountability for the provision of sffective services
for vulnerable chiidren and families,

E .
WHY THR FAMILY PRESERVATIION AND SUPPORT PROVISIONS MUST BE ENACTED:

1. The crieis facing Ffamilles and ¢hild protection ggencises
sontinues to esealate. Just last vear, 2.2 million eohildren, an
average of about 8,200 a day, wer2 reported abused and naglectad,
almost 3 tripling singe 1880, More zhan three ¢hildren a day died
of malereatment. Child provecticon agencies and courts are both
sverloaded. .

2. These are the most significant federal reforms for abuged and
negliactad children in cver & decade. Congress pasged more
geansrouz rafurme last year, which wers vetoced ag part of the
Urban Aid/Tax bill by Prezident Busk,

PUNDING POR FAMILY PRESERVATION AND SUPPORT CANNOT BE PURTHER
REDUCER

o The $1.5 billiosn Family Preservation and Support package in the
House Budget Reconciliztion 2411 already is less than one-quarter of
the mize of the package originally inrroduced ir 1520 by
Repressntative Downay, lese than one-half of that passed last August
by the House of Representatives ag part of the Downey-Panetia
“hildren's Initiative, »nd £.7 billicn lsse than the final
Bencsen-Downey provigions passed lmst October as part of the Urban
Aid/Tax bill ang re-introduced this vear by Ssaators Fockefellaer and
Bond,

URGENT NEXT STRPS

s Urge Chaivmen Rostenkowski snd Moynihan and the House and Senace
leaderghipy te include the Family Fresexvation and Support provigions
4 nhe éfinatl Audiga s aoreement .

i
f
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CENTER ON BUDGET
AND POLICY PRIORITIES

i SOME COMMENTS ON
spszsz;}ms ISSUES IN THE RECONCILIATION CONFERENCE

Clearly, the single most important task in conference is striking an agreement
that can pass on both the Senate and House floors. On the Senate side, the principal
danger is that Senator David Boren and several others may jump ship if too much
spending is added'to the Senate package. On the House side, the chief danger
appears to be that'a significant part of the Black and Hispanic Caucuses mav defect if
their kev priorities are not met.

This leads to two conclusions: the amount of spending that can be added to
the Senate package wiil necessarilv be limited; and a reasonable portion of the funds
that can be added, need to be targeted on restoring key eiements of the Clinton
Ludget that also are Black and Hispanic Caucus prionties.

Spending Reductiions in the House and Senate Bills

The Senate_bili contains $256.1 billion in spending cuts. Under a comparable
way of measmmg the cuts, the House bill has $227.4 billion.' The difference is $28.7
biilion.

Given the concerns of Senator Boren and several other Senators, it seems likely
that at least half of the additional spending cuts contained in the Senate package will
need to be preserved in conference. This memo outlines an approach in which more
than half of the additional spending cuts in the Senate bill are retained: under this
approach, the spending reductions in the Senate bili would be lowered by about $12.5
billion. The memo asks the question: how might $12.5 billion best be used to support
Administration priorities, achieve desirable policy cutcomes, and retain Black and
Hispanic Caucus support?

The memo recommends fitting within this spending target by splitting the
difference between the House and Senate on the EITC, providing $5 billion for the
Mickey Leland Child Hunger Prevention Act, retaining the full House family
preservation provision, supporting immunizations at closer to the House than the
Senate level, and retaining a portien of the House extended unemployment benefits

The Houye and Senate "score” ther spending cuts differently. The House counts all of the
expansion in the earned income credit as a revenue reduction. The Senate counts only about one-tenth
ot the EITC expansion — the amount that reduces taxes owed - as a revenue reduction. It counts the

“refundable” part of the EITC as a spending increase. If the House scoring method is used, the House
Lill has 3252 biilion in net spending reductions, while the Senate bill has $273 bilion,

777 North Capitol Street, ME., Sulte 705, Washington, DC 20002 Tek: 2024081080 Fax: 202-408-1056
i’:abat CQreenstein. Exequtive Director » Loring Henderson, Deputy Director
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year-round, the family should not be poor. In addition, the Senate provisions make
more than three million low-income working families with children worse off —
cutting their EITC ‘w 835 per year while subjecting them to the transportation tax.
Finally, and espﬁczaiiy serious, the Senate provisions omit the modest EITC the
Admundstration proposed for very poor workers without children. Congressional
Budget Office data show that no group of households at any income level have had
their federal taxes raised as much since 1980 as these households have, The effective
federal tax rate paid by the poorest fifth of households without children — that is,
the percentage of income they pay in federal taxes — has risen 38 percent since 1980,
On average, the poorest fifth of households without children pay 15 percent of their
meager incomes in federal taxes. By contrast, the poorest fifth of families with

children pays 7.5 percent, while the poorest fifth of elderly households pays 2.8
percent. |

Eliminating the proposed EITC for poor workers without children while
raising energy taxes would boost their taxes further and effectively tax them deeper
into poverty. Black Caucus Chairman Kweisi Mfume has said that eliminating the
EITC for poor workers without children, as the Senate has done, is unacceptable.

Rep. Charles Rangel alsa opposes dropping the credit for poor workers without
children. |

|
§ Food stamps

The Administration’s food stamp provisions are very important. From the
standpoint of poor children, [ would argue that retaining a healthy chunk of these
proposils is perhaps the highest priority in conference. .

[t is well understood that low-income offsets are needed to prevent the energy
tax from pushing poor households deeper into poverty. Less widely understood is
the fact that the EITC only performs part of the job. The current EITC {which does
not include workers without children} covers fewer than one-fourth of all households
below the poverty line. Qther offsets are needed to reach poor families without
earnings and ?Q(}f elderly and disabled people.

The Administration has recognized this; its budget included proposed
increases in low-income energy assistance and food stamps as part of the offset
package. But the'energy assistance increase appears moribund, a victim of the
reductions made in the budget resolution in the total amounts that can be spent for
discretionary programs. The Administration has not included energy assistance on
the list of investment priorities it has given to the Appropriations Committees.

i

That leaves food stamps as the only potential offset for the energy tax borne

by households without earnings. Food stamps also are needed as an offset for some

3



work pay; their inclusion in the food stamp legislation is another reason
the legisiation is needed.

Still another problem that the food stamp provision would address
involves the interaction between food stamps and the EITC. Under
current food stamp law, a family’s EITC payment is counted against the
food stamp assets limit starting 30 to 60 days after the EITC payment is
received. If the Clinton EITC proposal passes, the EITC benefits
received by many working poor families will exceed the food stamp
assets limit, which is just $2,000. As a result, famlies that don't spend
their EITC wery rapidly uwill lose ail of their food stamps. Yet without food
stamps, they will remain several thousand dollars below the poverty
line, and the President’s goal of "making work pay” will not be met.
Moreover, perverse incentives will be ¢reated for families to spend their
EITC benefits fast. The Administration’s food stamp legisiation
remedies this problem. too.

v Third, the Administration’s food stamp bill strengthens child support
enforcement (and thus helps pave the way for an important component
of welfare reform). The current food stamp beoefit structure contains
disincentives for custodial parents on AFDC to help frack down absent
parents and collect child support from them. [t also contains
disincentives for absent parents to pay child support. The
Administration’s food stamp legisiation fixes both of these problems.

The food stamp proposals also should be a high priority for another reason. If
not included in the reconciliation bill, they will be dead for at least the next four
years. There will be no wav to finance them under the pay-as-you-go rules; the
financing mechanisms are in the Ways and Means Comumnittee and the Finance
Comumittee, and those committees will not reduce their own programs or raise
revenues to finance expansions in an Agriculture Committee program. [nitiatives
under the jurisdiction of the Ways and Means Comnmittee and the Finance Committee
may have other opportunities for passage; the food stamp initiative will not.

! Sorting out priorities on the spending side

Given the limited funding that will be available on the spending side, tough
choices must be made. The strong recommendation here is to concentrate more on
EITC and food stamps -— issues of critical importance both to poor children and to
the Black and Hlspamg Caucuses — and less on Medicare. The cuts in Medicare
were reduced on the Senate floor to a more reasonable level that would not appear to
jeopardize health care reform or injure Medicare beneficiaries. The Senate’s
additional Medicare savings provisions are targeted enfirely on providers.

| 3
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”rhese savings could be achieved by phasing in some provisions and
dropping others. Provisions that should be retained include those that
assist poor families with very high housing costs, the provisions needed
to achieve the President’s goal of rewarding work and "making work
pay,” the provision that provides a broad offset to the energy tax, and
provisions that promote child support enforcement and collections,
?am;“fy preservation: The family preservation and child welfare provisions
of the House bill, which cost $1.5 billion, have already been pared back
from earlier family preservation bills. They should be retained to the
fullest extent possible.

Imniunization: A compromise may be possible that places the cost
somewhere between the House and Senate versions, although closer to
the House level. HHS staff tell me a solid package can be developed for
alxout or modestly less than 51 billion.

One possible area for savings may involve a recovery of state Medicaid
windfalls that would result from the new immunization initiative, If
feasible, recovering these windfalls so that more funds are available for
initiatives such as family preservation, EITC, and food stamps seems
wiser than allowing the windfalls to remain at the state level
&némp%eymeni insurgnce; THIS is a very important issue for the White
House to consider. The current emergency unemployment
compensation program ends September 30. The national unemployment
rate remains close to seven percent. In 18 states, including some of the
most popuious, it exceeds seven percent. In California, it was 87
percent in May.

Marny states with high unemployment rates will qualify after September
30 to pay extended unemployment benefits {o the long-term
unemployed. For these benefits to be paid, however, states have to put
up 50 percent matching funds. Hardly any states have enacled legisiation to
provide the matching funds under the revised extended benefils program
eracted lnst year. Furthermore, the very states where the benefits are
needed most, such as California, are the states that can least afford to
pay these matching amounts at the present time. [t is expected that
many states which will quaiifv for extended benefits will not provide
the matching funds.

As a result, the availability of unemployment benefits is likely to
diminish sharply in a number of hard-hit states. In addition to causing

i
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As noted, the empowerment zone proposal is a tax reduction, not a spending
increase. Some increased revenues achieved in conference, relative to the Senate bill,
could be used to restore empowerment zones in part or in full without diminishing
the level of spending reductions in the package.

Entitlement Contrel Mechanisms

A final, but critical ortant, issue concerns the entitlermnent control

i ‘provision proposed on the Senate floor by Senator Sasser, with the
support of the Senate Democratic leadership, is very similar to the provision
approved by the House. The Sasser provision does, however, contain two very
important improvements. It adjusts the entitlemnent targets if inflation proves higher
or lower than forecast. It also provides a one percent margin of error — that is, it
triggers action if the entitlement target is exceeded by at least one percent. The
House version triggers action if the target is exceeded by one-half of one percent.

The Sasser proposal was supported on the Senate floor by every Senaie
Democrat present except Richard Shelby. (Patty Murray was sick and did not vote.)
This provision is not in the Senate bill because 60 votes were required for its

inclusion; it received 54 votes. The Senate proposal is expected to be "on the table” in
conference.

[t should be. The differences on inflation adjustments and the margin of error
may sound technical, but they have profound implications for the White House.
Th&y could even affect the President’s reelection prospects.

i

Under the House version, it is very likely that the entitlement target will be
breached, perhaps several times over the next three vears. When this occurs,
Republicans can be expected to seize on the breach of the entifement targets as
evidence the Administration is mismanaging government spending. Furthermore,
when the target is breached. the President may find himself in the difficuit situation
of either having to propose new cuts in popular entitlernents, possibly in an election
year, or trying to explain why he isn't taking action to offset a breach and thereby
inviting sharp aftack from both Rogs Perot and the Republicans. -

{

Why is aibreach of the targets so likely under the House version? Because the
House provision locks in the CBO economic assumptions reflected in the budget
resolution, including the assumptzon that inflation will be only 2.7 percent per year for
each of the next four years. This is one of the lowest, if not the lowest, multi-year
inflation forecasts CBO has ever issued. CBO itself apparently no longer believes this
forecast; it plans to raise the inflation forecast when it revises its economic forecast
this summer. (See attached article from Congress Daily.)

9



probably not wish to cut Social Security. But if he proposes to cut other entitlement

benefits to make up for the amount that Social Security has contributed to the breach,
constituencies of the other programs will howl. If the President proposes not to take
action to offset the breach, the Republicans and Ross Perot will pource,

The I’rasicijent doesn’t need this. It is especially unjustifiable since higher-than-
expected Jmflatior{a has little impact on the deficit.

A related issue is whether the requirement to act should be triggered if the
entitlement target is breached by one percent (as in the Senate leadership proposai} or
by one-half percent {as in the House bill}. The one-half percent margin of error is too
smaill. it amounts to about $4 billion. The margin of error in the original Gramm-
Rudman-Hollings bill was $10 billion, and the Budget Enforcement Act of 1990 raised
this to $13 billion.

!

The President is likely to be placed in a politically difficult situation any time
that action is required because of a breach of the target. He may have to propose
cuts he does not'favor. Or, he may be forced to accept a slowdown, just before the
election, in the phase-in of universal access to health care. A one percent margin of
arror lessens the chances such events will occur.

A one percent margin of error is highly defensible; with it, an overage of as
little as one percent triggers action. An overage that equals just a fraction of one
percent can be portrayed as de minfmis.

I

Both the inflation adjustment and the one percent margin of error were
considered during the House negotiations on this issue conducted just prior to
consideration of the reconciliation bill on the House floor. These proposals were
oppesed by Rep. Stenholm. Rep. Stenholm’s principal obiection to the House
package, however, was that the overall package had a substantial energy tax and, in
his view, insufficient spending cuts. If the final package has a smaller energy tax and
more entitlement cuts than the House version, as it inevitably will, it ought to be
possible to secure these modest and crucial modifications in the entitlement cap
proposal. These modifications also will help with the Black Caucus and with liberals

such as Henry Waxman, who may be unhappy over the additional Medicare
reductions.

july 1, 1992
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The Honorable William Jefferson Clinton Rishusd . Lime:
President of the United States Eneeutive Drvegroe

The white House
Washington, D.C, 20530

Bear M#« Presicent:

¥a, the undersigned Members of the Congressional Eispanic

Caucus, voted for the House Regonciliation bill based on the
principles reflected in the bill: that {t reduced the deficit
substantially, that the deficlit reductions were equitable, and
that it included important initiavives for America’'s low- and
meujarate~income families and communities. We are concerned that
the Sensgte nill moves away from these principles and excludes
critical components of the House-passed bill.

In our visw, the final conference agreement on the

Reconciliation i1l must include the following provisions:

4

Equitable distribuction of the burden ¢f Medicare cuts. The
Senate bill achieves an additicnal $1% billion in Medicare
cuts over the 2Z-year freeze passed by the House. Unlike the
House Cuts, The Senate cuts are unevenly borne py Hispanic
and other low-incoms communities. While the Senate cuts
would reduce Medicare expernditures by an additional 20.2
percaent natignwide over the House cuts, Medicare
expenditures in poor, Hispanic communities represented by
Kembers of the Congressional Hispanic Caucus would be
additionally cut by 44,) percent. Medicare cuts should not
be borne by the most disadvantaged populations.

Farned Income Tax {redit Increase (EITC). Ths House bill
adopts your preposal to expand the EITC by $28 billion to
helip offset the energy tax and to ensure that full-time,
yesr-round working families of four are no longer poor. The
Senate bill reduces your proposal by €10 billion by
providing a smaller increase for families with children and
by elimineting the expansion of the credit to poor workers
without children. B3As a result, the Senate bill pushes these
poor workers further into poverty, and even reduces somewhat
current benefit levels for some families with children.

This i3 a dramatic and unacceptable departure f{rom your
original EITC proposal adopied with our strong support in
the House.

$x7 Ford Moaw Office Buildeng, Washington, & 30853 » (0000 106-3630 Fand (300 2000808

-~ b — "I
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The Honorable. William Jefferson Clinton
June 24§, 1983

Page 2

» Mickey Leland Childhood Hungexr Act. This measure, which has
passed the full House in the past, provides additional food
assistance to very low-income heuseholds including families
with children and elderly individualg. The bill helps
promote sgif-gufficiency and work, and also helps offset the
regregsive effects of the final energy tax. The mogt
significant provision targets assistance 20 families with
children that are forced to choose currently between paying
the rent and fgeding their families.

. Empowerment Zones. These tax incentives will ensure that
zmpaver;shed communities will receive badly nesded
assistance 1o Create jobs and Iimprove the local economy.
Given the disappearance of most of the stimulus package and
the entitiement guts likely to be enacted as part of the
Reconciliation bill, these (ncentives are critical if these
communities are to receive any assistancs in this package,

The final conference agreement should include the Houga~
passed EITC increase, the Mickey Leland and empowerment zones
provisions, and assure vhat cuts made 0 Medicare be equitable.

i

Further, we would note our strong opposition to any
gntitliement <ap or control mechanism that goes beyond the
agreement reachsd in the House., In fact, we pelieve that a faew
important issues should be revisited during the conference's
consideration of this issue to gnsure the bsst and mest
reasonable mechanism is adoptad. .

Oux support for the Heuse bill was partly ghaped by the
inclusion of the aforementioned provisions, The Caucus will
carefully serutinize the aforementioned programs prior to a vote
in the House.

Sincsrely,

,éa_,, e sdeiian

,ﬁﬁ% WE . S&rrang, Chairman

Xavzer BQC@y fwﬁzi//’ Carios Forero-Barcels
/%f / / %éw{/@ w@ff
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Robert A. Underwood
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i Congress of the WUnited States
‘ Pouge of Vepregentatives
BWashingtan, BE 20515

June 22, 1993

The Honorable Dan Rostenkowski The Honorable Martin Sabo
Chairman Chaiyman

Committee on Wayse and Msaops Committee on the Budgsh
House of Repregentatives House ©f Representatives
Waghington, D.C. 20518 waghingron, D.C., 208518

Deayr Ohairmen:

As new Mamberg of Congrege, many of us faced difficult c¢hoices in voring
for Recomciliacion package. In the end, we supported the package because
it reduced the deficit substantially and in a progressive manner and
included some, critical provisions proposed by President Clincon for
disadvantaged children and their families.

The Reconcillation package iz imporrant for its copcxibution in reducing
three deficits: a budget Geficif, an investment deficit, and & social
deficit. To reduce the two latter deficits and make needed investments for
the future, it is imperative that the £inal reconciliation bill address the
sericus problems affecting poor children and their familiea. The two major
provigsions proposed in this area by President Clinton -- the incresse in
the Earned Jucome Tax Credit, and the Mickey Léland childhood Hunger
Initiative to enhance food agsigstance for poor children and thelr families

-« are both in the House bill. We appreciate your leadership in including
both of thesa in the bill.

The BITC expansion is easential vo reward work and pave the way €or welfare
reform. It reaches a Rey goal ser forth by President Clinton «« 1if parvents
work full-time year-round, their children should not grow up in poverty.

The Mickey Leland initiative, developed over recent years on a bi-partisan
basie, would reduce hunger and combat homelessness among peor children and
their families. It also would strengthen the incentives for collection of
child support payments and boost incentives to work.

These two provigions are essential for another reagon: both the EITC and
the Leland initiatives are necegpary tc ensure that the energy tax,
whatever its final size, does not tax poor househalds deeper into poverty.

The Senate bill treats cwo provigions in troubling ways. It does nov
contain the funds included in the budger resolution £or the
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Leland initiative. Purther, it reduces the proposed EITC
expansion by $10 billion through the elimination of the expansion
of proposed credit to poor childless workers and by cutting back
on the proposed increase for families with children.

Under the Senate bill, families of four with a full-time minimum
wage worker would not be lifted to the poverty line. And more
than three million families with children would receive lower
EITC benefits than under current law, even ag thelr taxes are
rising due to the transportation fuels tax.

Moreover, by eliminating the childless worker component of the
EITC and the Leland initiative, the Senate bill would tax the

large majority of poor Americans further into poverty, an
unacceptabla ocutcome,

We strongly believe that the final Reconciliation bill should
retain the full increase in the Rarned Income Tax Credit and the
Mickey Leland initiative as proposed in the President's budget.

We appreciate your consideration of ocur views on these important
matters.

l
I

Sincerely,
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?QC}{) STAMPS AND THE RECONCILIATION CONFERENCE

f
It is well understood that jow-income offsets are needed to prevent the energy
tax from pushing poor households deeper into poverty. But the EITC only performs
part of the job. The current EITC {(which does not include workers without children}
covers fewer than one-fourth of all households below the poverty line. Other offsets
are needed to-reach poor families without earnings and poor elderly and disabled
people.

The Administration has recognized this; its budget includes increases in low-
income energy assistance and food stamps as part of the offset package. But the
energy assistance increase appears moribund, a victim of the reductions made in the
budget resolution in the total amounts that can be spent for discretionary programs.

That ieaves food stamps as the only potential offset for the energy tax borne
by households without earnings. Food stamps also are needed as an offset for those
EITC families, of whom there are more than three million, who either will get no
EITC increase under the Clinton plan or will get a small EITC decrease.

z

Serviné as an offset to the energy tax is not, however, the only or even the
primary reason the food stamp provisions are important. These provisions, which
are known as the Mickey Leland Child Hunger Prevention Act, are needed to reduce
hunger amor@g poor children and to help bring working families out of poverty.

. The food stamp provisions are highly targeted on very poor children

and their families and are carefully crafted to avert homelessness among
‘these families — or at a minimum, to prevent these families from
having to choose between eating adequately throughout the month and
ipaying their rent and utilities bills. In this vein, the legislation is
|designed to eliminate a glaring inequity in the food stamp program
imdez‘ which those families with children whose housing costs consume
more than half of their incomes are treated more harshly than elderly
{households who pay over haif of their incomes for housing. A
provision in the Administration’s food stamp legislation would address
“this problem. It would treat families with children that bear very high
housing cost burdens the same as elderly households in this situation
are treated, thereby boosting the food stamp assistance provided to
farnulies with children that have these very high housing cost burdens.
| This provision is the centerpiece of the bill. It has been hailed — and
included in legislation introduced in recent years - by Pete Domenici
L and a number of other leading Members of both parties.
« ' The food stamp provisions alsc are necessary if the President’s "making
work pay" goal -~ that families with a parent working full-time should
be raised to the poverty line — is to be met. Under the



Admirdstration’s formuda for getting these families to the poverty ling,
the proposed food stamp increase was presumed to cancet out the
energy tax, while the EITC increase lifted the family to the poverty line.
If there is no food stamp increase, however, part of the EITC increase
must be used to offset the energy tax hike. This will leave these
families short of the poverty line.

Equally serious, under current food stamp law, a family’s EITC payment
is counted against the food stamp assets limit starting 30 to 60 days
after the EITC payment is received. This is a serious problem. If the
Clinton EITC proposal passes, EITC benefits will exceed the food stamp
assets limit, which is just 52,000, Families that don't spend their EITC
very rapidly will lose all of their food stamps. Yet without food stamps,
they will remain several thousand dollars below the poverty line, and
the goal of "making work pay" will not be met. In addition, perverse
incentives will be created for families to spend their EITC benefits fast.
The Administration’s food stamp legisiation remedies this problem; this
is another reason it is needed.

z»‘a_éisa, the Administration’s plan to raise families with a full-tfime worker
to the poverty line assumes these families get food stamps. A
combination of full-time minimum wage earnings, the EITC, and food
stamps are supposed to raise these families to the poverty line. In fact,
only one-third of the working poor do get stamps. The
Adminisiration’s food stamp proposal contains provisions to enable
more of the working poor to receive food stamps. This, too, furthers the
President’s goal of making work pay.

Third, the Administration’s food stamp bill is important to improving
child support enforcement (and thus helping to pave the way for an
important component of welfare reform). The current food stamp
benefit structure contains disincentives for custodial parents on AFDC o
help track down absent parents and collect child support from them. It
also contains disincentives for absent parents to pay chifd support, The
Administration’s feod stamp legisiation fixes both of these problems.

|



CENTER ON BUDGET
AND POLICY PRIORITIES

TH‘E EARNED INCOME TAX CREDIT AND BLACK WORKERS
I. Families With Children
|

¢ Approximately 40 percent of all black families with children would be eligible
for the earned income credit under the Clinton proposal and the House bill.

+ More than half of all black working families with childrenn - about 53
percent — would be eligible for the earned income credit under the proposal.

+ On aveérage, EITC eligible black families with children earn about 511,540,
waork about 41 weeks per vear. and are employed 37 hours during these weeks.

Families With Two or More Children

* Apprafximatei}f 60 percent of the black families eligible for the earned income
credit under the proposal are families with two or more children. These
families would see the largest increase in their EITC benefits.

i
+ Under current law, those black families with two or more children who are
eligible for the EITC receive an average credit of about $1,115. These families
would see their EITC benefits increase to an average of $1,945 under the Clinton
proposal; they would receive an average benefit increase of more than $800 per
family. .

¢ Under the EITC provisions passed by the Senate, the average benefit for
eligible black families with two or more children would be $80 lower than
under the Clinton proposal.

s The Clinton proposal extends the EITC to an additional 135,000 black families,
* nearly all of whom have two or more children. The Senate proposal extends the
EITC to a smaller number of black famulies.

3
Families With One Child

¢ Approximately 48 percent of eligible black families with one chiid would
receive a lower venefif under tie Senate version of the EITC proposal than under
current law. {The average benefit for black families would still be hugher than
under current law.)

!
|
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+ The average credit for black families with one child would be about $1,210
under the Clinton proposal, $1,190 under the Senate bill, and $1.050 under

current law.
|
1. Childless Workers

Under the Clinton proposal, an earned income credit is extended to childless workers
who earn less than $9,000. The maximwum credit is $306. This proposal is deleted in the
Senate version of the Reconciliation bill, but included in the FHouse version.

* Approgimazeiy 22 percent of all non-elderly black chiidless workers —
almost 1.4 million people — would be eligible for the credit under the

proposal.

s The average credit for these workers would be about §175.

!
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CENTER ON BUDGET
AND POLICY PRIORITIES

THE EARNED INCOME TAX CREDIT AND HISPANIC WORKERS
I. Families With Children

s Appmxirgnateiy 43 percent of all Hispanic families with children would be
eligible of the earned income credit under the Clinton proposal.

¢ Almost 60 percent of all Hispanic working families would be eligible for the
earned income credit under the proposal.

+ On average, EITC eligible Hispanic families earn 813,175, work about 44
weeks per vear, and are emploved about 40 hours during these weeks,

i Familes With Two or More Chaldren

* Appproximately 67 percent of Hispanic fannlies eligible for the credit under
the Clinton proposal have two or mere children. These families would see the
largest increase in their credit under the Clinton proposal.

¢ Under current law, those Hispanic families with two or more children who
are eligible for the EITC receive an average credit of about $1,250. These
families would see their EITC benefits increase to an average of $2.200 under
the Clinton proposal; they would receive an average benefit increase of about
$950 per family. .

¢ Under the EITC provisions passed by the Senate, the average benefit for
eligible Hispanic families with two or more children would be about $%4 lower
than under the Clinton propasal.

+ The Clinton proposal extends the EITC to an additional 155,000 Hispanic
families, nearly all of whom have two or more children. The Senate proposal
“extends the EITC to a smaller number of Hisparuc families.

{ Families with One Child

_F
¢ Approximately 49 percent of eligible Hispanic families with one child would
receive a lower benefit under the Senate version of the EITC proposal than under
current law. (The average benefit for these families would still be higher than

under current law )

777 North Capitol Steet. NE, Suite 705, Washington, DC 20002 Tel; 202-408-1080 Fax 303-408-1056
Robert Qreenstein, Executive Director » Loring Henderson. Deputy Director
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# The average credit for Hispanic families with one child would be about $1,340
under the Clinton proposal, $1,320 under the Senate bill, and $1,150 under

current law!

I1. Childless Workers

Under the Clinton proposal, an earned income credit is extended to childless workers
who earn less than $9,000. The maximum credit is $306. This proposal is deleted in the
Senate version of the Reconcilfation bill, but included in the House version.

¢ Appéoximately 20 percent of all Hispanic childless workers - about
780,000 people — would be eligible for the c¢redit under the proposal.

¢ The average credit for these workers would be about $175.

|
i
i!



CENTER ON BUDGET
AND POLICY PRIORITIES

june 29, 1993

, THE SENATE FINANCE COMMITTEE'S ACTIONS
IN REMQV%NC& $10 BILLION FROM THE CLINTON EITC EXPANSION
[ action on the bzzz:iget reconciliation bill last week, the Senate Finance

Comumittee scaled back the Barned Income Tax Credit expansion proposed by the
Clinton Administration by $10.1 billion over five years, shrinking it from $28.3 billion
to $18.2 billion. The fuil Senate is expected to approve the Finance Committes EITC
provisions without change. The House approved the original Clinton EITC
provisions as part of its reconciliation bill last month.

The Finance Committee dropped entirely the Clinton proposal to provide a
modest EITC to poor workers without children, cutting about $5 billion, The
Committee also reduced the proposed expansion for families with children by about
$5 billion. All famulies with children that qualify for the EITC, including those at
very low income levels, would receive a smaller EITC beneht under the Finance
Comumittee package than under the Clinton proposal. More than three million
families wouhi':i receive a modestly smaller EITC benefit than under current law.

As par% of the actions it took on the reconciliation package, the Finance
Comunittee replaced the Administration’s energy tax with a substantially smaller
tragisportation fuels tax. Serving as an offset to the energy tax was not, however, the
sole purpose of the President’s EITC proposal. Equally if not more important was
fulfilling the pledge that if a parent in a family of four worked fuli-time vear-round,
the family should not have to live in poverty. Due to the reductions the Finance
Committee made in the EITC proposal, this goal would not be met.

Morer}vez, millions of poor households would receive no offset to the
transportation tax. The administration’s proposal to offset the effects of the energy
tax on low-income households included three components — the EITC changes, an
increase in food stamp benefits, and an enlargement of the low-income energy
assistance program. Not ondy did the Senate Finance Comumittee scale back the EITC
improvements, but the Senate reconcitiation bill includes none of the proposed $7.5
billion food stamp increase. In addition, the proposed energy assistance increase is
moribund, a victim of the need to squeeze non-entittemnent spending within the tight
budget cetlings established by the 1990 budget agreement. The combined effect of
these developments is that millions of low-income workers would receive no EITC
increase — and would have no offset to prevent the increased levy on gasoline and
other fuels from taxing them deeper into poverty. The large numbers of poor whe
have no earnings and are not eligible for the EITC, including the elderly and disabled

777 Nonth Capitx::l Street, NP, Suite 70%. Washington, DX 20002 Tei: 202-408-1080 Fax: 202-408-1056
Robert Qreenstein, Executive Director » Loring Henderson, Deputy Director



|
i
;

poor and the low-income unemployed, also would receive no offset and would slip

farther into poverty.

The EITC proposal adopted by the Finance Committee thus has three major
shortcomings: .

* It fails to offset the transportation tax for millions of working poor
households. This is due in large part to the Committee’s rejection of the
proposed EITC for poor workers without children.

. It makes several million working families with children worse off than
they would be under current law, cutting their EITC by up to $77 in tax
year 1994 — and up to $55 in subsequent years — while simultaneously
subjecting them to the transportation tax.

i

» It fails to achieve the President’s goal of lifting a family of four with a
full-time year-round minimum wage worker to the poverty line, even if
the family receives food stamps and the minimum wage is indexed to
inflation, as President Clinton proposed during the campaign.

The Finance (ffommittee and Warkers Without Children

The Clinton Adminsstration proposed that a very modest EITC be established
tor childless workers with incomes of less than $9,000 per vear. The credit would
equal 7.65 percent of their first $4,000 in earnings, providing a maximuun credit of
$306. The credit would phase down once income passed $5,000 and phase out
antirely when income reached $9,000. The average benefit would be about §175

This proposal has substantial merit, and not ondy because it would offset the
effects of the energy tax on these households. The poorest fifth of households
without children is the single group in the U.S. population whose federal tax burdens
have increased most since 1980. A Congressional Budget Office analysis shows that
their overall federal tax burden has risen 38 percent during this period (that is, the
proportion of income consumed by federal taxes rose by 38 percent among these
households). |T%us is much larger than the increase in tax burdens borne by any other
group of households in any income category. {See Table 1.}

This sharp tax increase occurred in large part because of a series of increases in
Social Security, gasoline, alcohel, and tobacco taxes. For low-income families with
children, these regressive tax increases were generally offset through EITC
expansions. For poor workers without children, no offsetting actions were taken
The resuiting tax increases these workers bore were substantially larger than the
i

2



Table 1

Changes in Federal Tax Burdens, 1980-1993

% : Change in the Percentage

: of Income Consumed

5 Household Category by Federal Taxes
N{)i’i@lderiy households without children
poorest fifth +38%
middle fifth s
tap fifth ‘ -3
Families with children
t poorest fifth -19%
1 middle fifth 1
§> top fifth 1
&g:eci
poorest fifth ~22%
middle fifth 14
top fifth -11
All households
| poorest fifth 4%
» middle fifth -2
top fifth -3

Seurce: Congressional Budget Office data published in House Committze on Ways and Means,
1952 Green Book, pp. 15267,

modest incomé tax reductions they received as a consequence of the 1986 Tax Reform
Act.

‘vicreovér although the 1986 Tax Reform Act sought to establish a principle
that those who work but are poor should not be subject to federal income tax and
thereby taxed deeper into poverty, the Act failed to achxeve this goal for single
workers. They are the one group of workers who continue to pay income rax despite
their poverty, They begin owing income tax when their earnings reach $6,050, nearly
$1,500 below the poverty line for single individuals.

The new EITC for childless workers proposed by the Clinten Administration
would remedy this problem, bringing the point at which single workers begin to owe
income tax about to the poverty line. The Finance Commitiee’s decision to eliminate

3




this new credit puts that goal out of reach. Thus, under the Pinance Committee
package, a regressive tax would once again be levied with no offset provided to poor
workers without children. Once more, these workers would be taxed deeper into
poverty. As Figure T shows, these workers already bear unusually high tax burdens,
much higher than those born by other low-income groups.

Some have sought to dismiss the importance of the EITC for childless workers,
arguing that most of those who would benefit are individuals in their twenties,
including a substantial number of graduate students. These assertions have been
made with no'supporting data. Extensive data on the characteristics of the childless
workers who would be eligible for the Clinton EITC have recently become available.
The data show these assertions to be groundless.

. Census data show that no more than two percent of the childless
workers who would be eligible for the credit are students mixing work
with graduate studies.

» More than half of the childless workers who would qualify have no
more than a high school education.
;
» Finally, a new Congressional Research Service study shows that three-
fifths of these childless workers are age 30 or over.
i ‘
Figure 1
Percentage of lecome Consumied by Federal Taxes

————
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The Census data also indicate that these workers are employed an average of
33 weeks during the year and work more than 32 hours a week on average during
these weeks. ‘They work nearly 1,100 hours per year on average but earn wages that
average only $5.67 an hour. They are net typically individuals whoe work for only a
tew hours per week or a few weeks per year.

Families With Children

The Finance Committee also scaled back the Clinton Administration proposal
to expand thg EITC for families with children, The Commuttes did so in three ways:

» The Finance Comrnittee shaved the size of the EITC increase. When
phased in tully, the maximum ETTC benefit for families with two or
more children would be $56 smaller than under the Clinton plan. The
maximum benefit for farilies with one child would be $22 smatler.’

. The Finance Comunittee package aiso would phase down the EITC more
quickly for famzizi«?*; that have two or more ¢hildren and incomes of
more than $11,0007 When combined with the reduction in the size of
the maximum benefit, the overall effect would be to set EITC benefits
for families that have two or more children and incomes in the $11,000
to $27,000 range from $56 to $200 lower than under the Clinton plan. In
addition, the EITC income limit for families with two or more children
would be set at $27,000, rather than at $28,000 as under the Clinton
plan?

. Finally, the Committee phased in the EITC ifrease more slowiy than
the Administration had proposed, particularly for families with two or
more children. Under the Clinton proposal, the increase would take full
effect in tax year 1995, Under the Finance Committee plan, the increase
for families with two or more children would take Full effect in tax year
1996 meaning that most families would not see the full EITC increase

until the spring of 1997 when they filed their 1996 tax returns.

..».‘.«.».....

"This would be the resuit of: setting the credit for families with two or more children at 334
percent of the first 88,500 in earnings rather than at 39.66 percent as proposed by the Clinton
Adiministration:; and setting the credit for tamilies with one child at 34.0 percent «f the Hrst $6,000 in
earnings rather than at 34.4 percent as proposed by the Administration.

*Under the Clinton plan, the benefits these families receive woald drop $19.83 for each additional
$3100 of income. Under the Finance Committee package. their benefits would fall $20.72 for each
additional $100 in income.

Al dolar figures in this paper are expressed in 1994 dollars. Under current law, the EITC
income himit is $23.760,

i
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There would still be significant EITC increases under the Finance Committee

plan. The maximum EITC benefit would rise from $1,836 to $2,040 for families with
one child and from $1.998 to $3,315 for families with two or more children. But a
substantal number of families with one child would have their EITC benefits
reduced rather than increased. And families of four with a full-ime worker would
be left short of the poverty line.

.

[}

; Families Made Worse Off

More than three million working families with one chiid would be made worse
off. In tax year 1994, all families with one child and incomes between $12,110 and
$23,760 would get a smaller EITC than they would receive under current law, A
family with $12.600 of income would receive a $77 smaller E[TC. A family at $20,0600
would get a $56 smaller EITC, In tax vears after 1994, families in the $12,000 to
$23.760 income range would lose $55 compared ta current law, These families also
would face a tax increase due to the transportation fuels tax.

I

The Finance Committee proposal - like the Clinton plan — would wisely
termninate two supplemental EITC credits now in the law that unnecessarily
complicate the EITC. These are an extra credit for families with a child under one
and an additional credit for families that pay part or all of the cost of health
insurance premiums that cover a child. But this means that families with one child
that now receive either of these credits — and have income in the $12,000 to $23,760
range — would have their EITC reduced by significantly more than $53 when
compared to current law, while also having to pay the fuels tax.’

Falling Short of the Poverty Line

Finaily; the changes made in the Senate reconciliation bill will leave families of
four with a full-time minimum wage worker short of the poverty line, thereby failing
to meet one of the President’s key goals. The Clinton proposal was designed to bring
families of folir with a full-time worker to the poverty line if the family also received
food stamps. . This plan was based on calculations showing that net minimum wage

*Families In thzs income range would have suffered an EITC benefit loss under the Clinton plan as
well, but the loss would have been smaller. Moreover, the proposed food stamp and low-income
energy assistance increases in the Clinton budget would have enabled some of these tamilies to offset
both their EITC foss and their energy tax increase. As noted, the Senate reconciliation bill does not
nchude the Administration’s proposed increase in fooxd stamp benefits, and the increase cequested for
low income energy assistance appears & be virtuaily dead.
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earnings for 40 hours of work for 52 weeks,” plus the EITC benefits proposed by the
Administration and current food stamp benefit levels, would lift a family of four just
about exactly to the poverty line. The plan also assumed that the Administration’s
proposed increase in food stamp benefits would about equal the energy taxes these
families would pay, thereby preventing those taxes from pushing these families back
into poverty.

Under the Senate reconciliation bill, the EITC benefits for such families are
scated back by $56 compared to the Clinton plan.  And while the transportation fuels
tax is substantially smaller than the Clinton energy tax, the cifsetting food stamp
increase has disappeared entirely. As a result, these families would be left about
$150 to $200 short of the poverty line if they received food stamps {and if legisiation
to index the minimum wage is approved). For those not receiving food stamps, the
shortfall would be much greater. It would also be greater if legislation to index the
mirdmum wage ultimately is not enacted.

Conclusion

The Senate reconciliation bill achieves major progress in reducing the deficit
and does 50 in a progressive manner, The overwhelming bulk of its revenue
increases would come from those at high income levels. In addition, the bill still
includes a sizable EITC expansion.

i

But the low-income portions of the bill have significant weaknesses, especially
when compared to the House bill and the Clinton budget. By deleting the EITC
expansion for poor workers without children, the bill nudges these workers deeper
into poverty. By scaling back the EITC expansion for families with children and
failing to inciude the Administration’s food stamp proposals, the bill makes millions
of working families with one child worse off than under current faw. It also fails to
bring famlh% of four with a full-time minimum wage worker to the poverty line.
Major zmprovement& are needed in the conference committee.

*Net minimum wage gamings equal earnings after payroll taxes are deducted. The Ulinton plan
assumes the minkmum wage is indexed.
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MAINTAIN THE PRESIDENT’S FAMILY PRESERVATION AND SUPPORT PROVISIONS

PASSED BY THE HOUSE IN THE OMNIBUS BUDGET RECONCILIATION BILL

HOUSE: The President’s Family Preservation and Support Provisions (31.5 billion over five

years) are in the House-passed Budget Reconciliation Bill,

SENATE: No ?azrziiy Preservation and Suppert Provisions are in the Senate Budget

Reconciliation Bill due to procedural problems, although the Rockefelier-Bond
Fan}il}f Preservation and Child Protection Reform Bill (8. 596) is pending in the
Senate.

WHAT THE FAMILY PRESERVATION AND SUPPORT PROVISIONS DO:

i

Prevent child abuse and meglect by providing funds for family support programs, like
Arkansas’ HIPPY program, Parents as Teachers, and Family Focus, all of which teach
parents early how to protect, nurtere and support their children;

Help states develop and expand programs for famulies In grisis which keep children safe and
families together and prevent the unnecessary use of costly out-of-home care;

Improve the quality of foster care and adoption assistance for children who cannot be
protected at home; and

Enhance ai:caurzm%siiity for the provision of effective services for vulnerable chiidren and
families, ¢

WHY THE FAMILY PRESERVATION AND SUPPORT PROVISIONS MUST BE
ENACTED:

1.

{

The crisis facing families and child protection agencies continues to escalate. Just last year,
2.9 million children, an average of about 8,000 a day, were reported abused and neglected,
almost a tripling since 1980. More than three children a day died of maltreatnens. Child

protection agencies amd courts are both overloaded.

These areithe most significant federal reforms for abused and neglected children in over a
decade. Congress passed more generous reforms last year, which were vetoed as part
of the Urban Aid/Tax bill by President Bush.

FUNDING FOR FAMILY PRESERVATION AND SUPPORT CANNOT BE FURTHER
REDUCED

O

The $1.5 billion Family Preservation and Support package in the House Budget
Reconciliation Bill already is less than one-quarter of the size of the package originally
introduced in 1990 by Representative Downey, less than one-half of that passed last August
by the House of Representatives as part of the Downey-Paneua Children’s Initiative, and
$.7 billion less than the final Benusen-Downey provisions passed last October as part of the
Urban Aid/Tax bill and re-introduced this year by Senators Rockefeller and Bond.
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! TEN REASONS TO MAINTAIN
THR FAMILY PRESERVATION AND SUPPORT PROVISIONS
IN THE OMNIBUS BUDGET RECONCILIATION BILL

Children’s Defense Fund

H
1. They represent the nost significant federal reforms for
abused and neglected children in over s decade. These reforms
address the escalating coriges facing families and child
protection agencies across the country. They offer opportunities
for early support to families to prevent abuse and neglect, as
well as more intensive services for families in corisis;
improvements in the quality of foster care and adoption
agpistance for children who cannot be protected at home; and
enhancements in gervice delivery. They reflect a consensus about
the directions that such reforms must take.

2. Without bhelp this yeaxr, tha needs of abused and naglactad
children will continues to grow, sericusly Jjeopardizing their
future health and safety, and cost gignificantly more in the
fubure. Just this last year alone, 2.9 million children -- an
average of about 8,000 a day -- were reported abused and
neglected, a number that has almost tripled since 1980. More
than three children & day died of maltreatment. Without help,
more children will be harmed and the needs of others will
intensify. Congress passed very similar reforms last year, but
they were vetoed as part of the larger Urban Aid/Tax bill. The
fisgcal and human costs of continuing delay are enormous.

3. They keep children safe by preventing abuse and neglect.

Hew funds are provided for family support programs, both family
resource centers and home visiting programs, which get help to
families early before problems develop and assist them to better
protect, nurture and support their children. By increasing
parents’ knowledge of child development and the supports young
children need, they enhance healthy development and school
readiness and prevent child abuse and neglsct.

4. Urgently nesded orisis asslegtance is provided for abused and
neglectad children who can be protected at home. New funds can
be used to protect children and strengthen and preserve families.
Intensive home-based c¢risis intervention services help keep
children safe and families together and can prevent the
unnecessary use of ¢gostly out-of-home placewments. States that
have implemented intensive family preservation services on a
statewide basis always put safety of the children first and reach
about one-~third of the children at risk vf entering care.

%, Ilmprovements are made in the éuali:y of foster care and
adoption assistancs for children who cannot be protscted at home.
Increaged funding is provided for respite care for foster and

I 25 E Steset, NW
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FAMILY PRESERVATION AND SUPPORT ACT { Children's Defense Fund.
IN BOUSE UFFERS EELP TO ARUSED AND NEGLECTED MR
| CHILDREN AND THETR FAMILIES

Enhances services to protect children, strengthen and support
families, and prevent the unnecessary placement of children in
cut«gf-home care:

4+ $1.4 hillion over five years iz provided to states and Indian
tribal organizations for a range of family support, family
preservarion, aftercare, and regpite care services to protegt
children and strengthen and preserve families. (This initiative
must be reviewed at the end of FY 1538 before it is made
permanent, although funding for the initiative would be included
in the budget baseline even after FY 1998).

* Annual planning and goal sstting is reguired regarding the
statewide provision of family support and family preservation
services, and a description of the services to be delivered must
b% provided to the Secretary and the public each year.

¢ The Department of Health and Human Services (HHS] is required
to study, make recommendations, and report to (ongress concerning
implementation of the "reascnable efforts® raquzr&mants in the
federal c:m.ld welfare programs.

Improves tha gquality of cut-of-home care and adopticn assistancs
for ahildren who canncot ke protected at home:

¢ 75 percent federal matching funds are permanently authorizad
for the training of foster and adoptive parvents, and the higher
matbch rate ls retroactive to October 1, 1992.

!
{

i
*The Family Preservation and Support Act, proposed by President
Clinton, is included in the Omnibug Budget Reconciliation Act
{Sections 13211-13234) approved by the House of Repregentatives
on May 27. In the Senate, the Family Preservation and Child
Protection Reform Act {S.59%8), which includes many similar
reforms, has been introduced by Senators John D. Rockefeller
{D-WV} and Christephar 8. Bond {(R-MO). The Benate did not
inglude 8.5%6 in its Budget Reconciliation Bill because of
proceﬁaral problems, but it is hap&ﬁ that the Conference
Committee 'on the Budget will maintain the Family Preservation
and Support Act in the final Omnibus Budget Reconciliation Bill.

25 L Strewd, MY
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-- Requires students who are recipients of child welfare
traineeships to participate in training at a child welfare

agency and to be employed by such agency to repay the stipend.

-- Funds! are authorized for demonstration grants designed to
train and support staff to deliver culturally sensitive and
bilingual child welfare services in the border region.

Improves data collection

-- Provides 90 percent federal matching funds to states for
three years for the planning, design, development and/or
installation of a federal mandated national foster care and
adoption assistance data system and 50 percent matching funds
for the cperation of the system.

Enhances research and evaluation

-- One percent of the new innovative services funds are
reserved for the Secretary of HHS for evaluation, research,
training, and technical assistance.

-- The Secretary of HHS must evaluate family support and
family preservation programs and report to Congress on their
effectiveness.

Increases and restores accountability

-- Report language requires HHS to assess citizen involvement
in periodic case reviews, dispositicnal hearings and other
child welfare activities, and to recommend ways to expand such
involvement.

-- Establishes new systems for federal review of state child
welfare programs under Title IV-E and IV-B and while those are
being developed, places a one year moratorium on the
collection of disallowances for non-compliance with the Title
IV-E program requirements and the Title IV-B/Secticn 427
requirements.

-- Requires states to describe measures taken to comply with
the Indian Child Welfare Act.

-- Restores the ability of beneficiaries of the Social
Security Act programs to sue to enforce the provisions of

the Social Security Act state plan requirements, as they could
prior to the Supreme Court decision in Suter v. Artist M..

Improveb administration
-~ Establishes in legislation an existing regulatory timetable

for action con state c¢laims for foster care and adoption
assistance payments under Title IV-E.
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Robort Greenstein
Clinton’s

Plan:
The Facts

There are ample grounds to debate the Clin-
‘ton ecommic prograr, inciuding elements de-
-ifned & promote work among the poor and ease
chidd poverty. But the debate cannot proceed if
bamic tacts ghout the Clinton proposals are misune
derstood and mischancterized. Jodie Allen’s re
cert Outlook article ["Rhodes to Kuin: Clinton’s
’I’cx»Clewr Pian,” May 30) is a case in point.

The article atacks “the sdministration’s plan
to ailow famibes wih unusualy high housiag
casts 1o qualify for food stamps even though their
incomes exceed the program's normal Emits,”
Bt hold up 3 minute—there is no such Clinton
sroposal.

Under current law, the amount of 3 house-
hoid's food stamp benefits depends partly on how
Righ i housing costs sre in relation to #s
mncome, After all, a family whose housing costs
censume 60 percent of its income -has iess to
spend on food than 3 family in gublie housing that
spends 30 percent of income on housing. But
there is & problem, The food stamp benefits

[ orovided 1o elderly and disabled housshokds re-
flect the full amount by which housing <osts
consume more than haif of thewr incomes. For
poor famibes with chuidren, in contrast, food
stamp berefits reflect these costs only in pant.
THis is 2 reason some poor famibes with high
hmmg costs Tun low on food toward the end of
“ ihe month,

o

VATIOUS TUTIS Ror¥ : represeam md mw
Budget Director Leon Panetta, Rep, Bil Emer-

son and Sens. Patrick Leshy, Jins Sasser and Pete .

Domenici—has called for ending this inequity.
The graup's proposal woukd take the high hous-
ing <osts of poor families inte account a5 is
aiready done for the elderty and disabled, The
proposal is fashioned so no family excending the
program’s income limits would be made ehgible
far stamps.

, JtEsnay, Jiag 22,1993 THE RasHvGTON Posr

SIDENT HAS 3EEN
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ztasmmnewfaagiedﬁkntmmw%im
at higher income levels into the food stamp
program, unde past reforms and make the pro~
gram mote susceptible to error, In fact, stae
food stamy admunistraters, who are subject 2o
fiscal penalties for high error rates, suppm,é&:
change

%zzuaﬂy off-hase is the article's mmpﬁ
the earmed income credit for the working poor.
The article contends that in 1990 Congress
expanged the EITC despite as IRS study showing
abaut 2 40 percent error rate. It then criticites
Lhnton for proposing 1o expand the credit fm:»
ther.

The old adage that a little knowledge can be 2
dangernus tang i sadly relevant bhere. The IRS
audit showing 2 high ervor rate was based on
1985 1ax returns. It shawed the principal reason
{or the ugh error rate was a senes of arcane IRS
rales on household Gling status that few lowine
come families could understand and the IRS could
not enforce,

When the audit was unveiled in 1690, the IRS,
the Treasury Departiment snd congressional
committees responded. They designed legistation
that eliminated these complex rules, replxing
them with much soepler, more enforcesble ones,
The legisladon, enacted in 1990, 2850 required
families (o fle 2 separate tax scheduls (o recmve
the earned income credit. The IRS has aow
testified that these reforms have reduced the
error rate substantially,

Jodie Allen’s articie is on target i crificzing
one action Congress took in 1990--adding a

ed income credit, The article notes this has

teompﬁcazm health insurance component to the
g

\J

eperated NsSUrance SCars.

I know a litthe abowt this, since our center
uncoversd the scams, We also argoed wmsce
cesafully in 1990 against creations of the beakth
msurance credit,

But her amicle mkesmmwmtc
omzenm !t fails wmﬁmﬂw

mdmgtlﬁs,mz}mtmmgtbcpandm
adopting a Clinton proposal.

Perhaps the most serious ombmion i the
articke’s fahure to exphin what the proposed
plish—rarsing millions of families with fulltime
woriang parents cioser to or above the
line, while also blunting the fopact of the
tax on the poor. ummmm
histork: seeoenplishment, '

&mmm@mmmmw
continug, But let particmpants on all sxes <ok
MMWWMMMW

bm ! ,‘i’au
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