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July 23. 1993 

Prllfident BIll omum 
Tba WIIiI6 Houn 
W~DC~ 

Dear Mr. I'rUldeJll: ' 

AI you 3Jld your admlnlib'atlOn work with the __ 01\ !heOlMlbus Budpt 
a..""c!\iallon Ac. of 11193, l1li _mdkla quHIlOD for tho AmoricIaII publia .10 wbAllhor tho 
collie"",,,,, agrecmem "'..... your own .taDd&rd of _ ••cri&c In i .. P of _.il 
te<luttlon. RcouClng the _ell il always a palntIll'proccss, 1M Older Americana., 
holpnal! and ph)'siciaDl arc willJng to do their Ilwc if the pain ia cq\1ilably dlmlbulCd. 
In till. rtptd, the P'''l'''$Cd Mcdiw.: RductiODl arc of ..,Dtral eolu'cm III our 
rupnizati01lL 

Unlomm..oly.....eII of cII. deba.e CII'OUlld IhiI cld!ell redllClicD ~ "'" f<I<:>Iacd .... 
!be ratio of _ '!",,,dinS cu.. to w: ~, ra"'er 'ball on meclinll a ._ of ' 
shared, ',aorlll"" for aU Amencana. In racl, many AmOI'ICallI receive benefiu tiIt'01J8lI 
diree1 'l*!dlng program. while otllen benefit from Indireel opending thrOUSh • myriad of 
tax pro'u""".. dd.igned to p"'maII> _in __om;' and/or social ""'eames. ' 
Regatdko•• of whid! type of .pond;"!» "'" burden of paying for tll.... boneli,. i. home by 
aU of .... 1aXpOyen. Ultimately. _ ..mi. IhiI pocbS" bucd nOt on 
whether &OllIe II!b!II1I!y mlO bas been Behaved 1M raTbCr on whether the burden ot 
deficit rcdllctiOll iI fairly dfatlibulCd. ' . 
Earlle, .hil "",t, y~" pttopaHld $4/1 bDHon in Me.di<aro OU" - a" unpn:ced""!tul 

, 

propO.aL In makin, thi. proposal, you "'SOd all Am_ toshazo in the .....moo 
nceded to redu"" !he ddiclL AI you Im_. ou, orpnlzatlODs d~ tb4.... 
and Out membenblps - were wlll!ns 10 do our pan. Tba l!I.Icdkano pnMskms Included 
in the Ho\l$C>passod bill, compatllbie to your proposa~ WDIIkI all 541! bIlI!on from 
MedlC4te aver five )'II8lI - Ibe larj:e$! IInp reduction ill the pl'OIlfIII'I', biatol)'. 
Un£orru...teIy. the s......e Wreased lb. cut to SS8 billion. R.ednctlom of lhi, ",asnJtude: 
1) t_~ bItlIoIIoIel)' ....... to n ..d" _'2) prnmalelnoroucd ....-shlfdnS.o u.. " 
privafC _. one! 3) pose barriers to tbo Toto"" of our hoAlth cat. ,~, 
Tl!e a<lded Medicare QlU in tho Sonall: dl~ II1II ooour in onlct to ",1:1_ the c:tc!I<:lt bllt 
ralbe, to, offSet the I!JSI of reve.ue due to the elfo... by e.elllY Intere&U to e:compI 
!b~ from the shared sacrifice wlllch )'OIl called !or in your ~ We arc 
disappoinlCd by remark> alltibuled 10 you &lid diose of your adminimaticn aupponins 
the hj~r Sen.", Medicare tUtl. 

http:propO.aL


I, 
P...ad.aiI BiD ClIatcm ' ! 
July :13, ,1m ' 
Pap l : ,, 
You bave flequently 1I000000lbal WOI C8IIlIOI acbleve real, Jona-- deficit '""""ticm by 

simply .antinuq .,hat .... h .... been doma for DYer a decade: 'outtlllg Medieare and 


, .hlftinS ""... to b<onoficiari.. and !he prtvate _. While Medicare and Medicaid _ 

mAy b<o drMn$ much of lb......wtI>. in .... _. in """",. yoon, ...., will not make r..u 
P"'~ opiMllhomlllcre_ until we take on the un~~ problemo 
.,blch drIVe up boallll car. co,u. At. 7°U knnw, .ampr*naM: _ of our heallb care 
syllem CaD a=mp~an tlJls taU. ' , 

Be""",,, of these eoru:e.m&, out orsan","1ionJ IlfOll8lJ! rcco",,,,,,,,d that you "'SO the 
00I1fer... '" b<o gvldod by tho Howle prOWl"" in __, tho level of Medicaro ...... 
not tbe SeMto~. , 

t ,,' 

l.iJce mOsI AmcrioartJ, oldor Am~ri....... hospiln" and ph}'lil:ianl are 'williDg to do _ 

par! to .educ'e the doik:it Thoy.:IIt only thaI Ih. burden of d_ recluodcm be fairly 

lhared. I
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Carol Rasco 

Marian ~ir iqht Edelman 

July 7, 1993 

Four Steps Needad for 
Administration/s rnitiativa 

Enactment of 
for Children 

a Clinton 

1. 	 The White RoUse shoU14 take steps to strongly detand tbe 
presi4ent's ~unization proposal as a40pted by tho Bouse in 
oonference. It. will also be necessa.ry to secure the 
aooperntion of senator Bumpers for a satisfactory conference 
a~~eement OD immuniza~ion* Senator Bumpers sinqle handedly
convinc9d too Sati.&t:.e to qut the Finance COlD.:.":littee provision, 
itSQlf iii. .,;calad back version of the Prasidentls proposal for 
thQ fQdQra~ 90V8Xn~9nt to pay for bulk purchase and 
dictrLt:ut:;iQn of va.ccin~$i for all pre-schoolers. The Sanate 
passod Bumpora flaa s.v.. on th. eost of Kedieaid-pu~chased 
vaooiuest but it W9uld net prcvi40 tupdipg ~Q immunize even 
obe'ftdditionel qbi14. S•• 4noloa4d Qbart desori~i~q House, 
Sena~a Pinanoe, ~nd S~nate Immuni94tion provi.~on.w 

SEN~TORS MITCHE:l.oLo~ MOYNIHAN J 8t;'"MPERS AND REPRESENTATIVES FOLEY 
AND ROST~NKOWS~: SHOULD BE'TOLD THAT 'rHE HOOSE PASSEO IMMUNI2ATION 
PROVISION ls A BOTTO~ LINE ADMINISTRATION FRIORITY. 

2. 	 i"he, White House sllou~4 sQ:cU%'e senate app.oVlll. tor iUCl:cluu,4 
apPt"opriat1ons tor HeaC start and immunizations in J'YJ4. The 
Presicent's propo$~d $1.4 billion increase for Head Start and 
$300 ~i~lion t~r immunlzaClon could not be accommodated within 
the:bounds of the Labor P.HS appropr1a~lon (wl~hOut significant 
cuts in current spendir.g levels for other worthy proqrazsJ. 

Mr. Nateber provided only an additiQnal $500 million for Read 
sta~t and $lQ8 million tor immunization. As the action mQves to 
the senate it is eS6e~tlal to get a Head start increase ot at least 
$850 million to have ~ny hope of securinq $700 million in 
oonferenoe. It would be embarrassing for the President to seaurc 
.n increase of no more -- or even less -- tban was Achieved in tbe 

. COJ:.9ross under Bush last yeara 

It 'is crucial that the Head start increase not come at the 
slI"pense of the funding necessary for the other parts of the 
President's im:rnuniz:ation 5trategy~ increased appropriatior.s of $300 
lllillion ,to keep im!llunl.l!:ation clinics, open longer hours; t::> reach 
out to parents with i~formaclon on where and why to immunize their 
children: and to set up ~rackinq systems to remind parents when 
immuni;ation~ are due. 

http:necessa.ry


TO 

3. 	 etronq White Hou•• inte~.ention iu ~~a.G.a~y to enaU%e ~b.t 
thD cODferee~ 40 not drop the A4ministr.~ion/. ~amily 
Presorvation an4 Support provi~ion~ adoptod ~y the ReUS. but 
not the Senate, not b.c.ya~ of ~he .~Q.t.Atlve objaotionoJ but 
):)ecause ot put.cnl:.itr.1 "Byrd RUl.o" diffio\lltioa. (Tho 
Pres1dent~s propo5cl ,4Ctuld au,'t.horiz;e new "~H':n.d1n9 not. offset. 
elSeWhere in the R~concilihtion bi:l by ~pendin; outS). The 
$1~~ billion COS4 would m_k. ~ o~jor ~en~~ibution to ~educin9 
ab'Jse and r:eqlect and unnecessary :o~ter plAoements tl::1d i!l 
mucr. smaller than similar provisions passed twice before. 
Chairmen RostenkOWSlt1 ana Moynihan need to bear that theae 
provisions are near tbe top o~ the Admin1stration's 
priQrities. 

4. 	 The presi~ent should frame the following four issues iUi 
inCl~ded it tn. Ho~ge bill as lIa Children and Fami!ies 
lnitat.iva: II 

I 
i.mmunization _I " fa1Uily prGservaticn and support
" Leland ar.ti-hu~~er provisions
" Earned lr.come credit 


I " 
This would enable child and family advocates to rally around 

th_ full aqendai provide political cover for some ~.mbers who would 
V'ot... to L halp r.;:hildrQn al.thouqh ur:.comfortable about the mix of 
budget cuts and ta~ increases; and land coherence to a diverse set 
of involi::t:.m~nt&_ A lli9n.i::icant:. Clinton inv$stJ'!\4nt prog-ra:n for 
ohildrlln ana famili .. l'O OQuld bo acC'ompli$lhed with the followin9 
QntcomQ ,in oont~rQnQ~: 

, 
$ 1.2 hillior. tor purchasing and diGtriputing vaccinGG 
$ 1.5 billion fo~ family pr¢~ervAtion ana support 
$ 5.0 bill~or. for food aS$i3t~ce ~o tamilic$ with hi~h 

housing costs. 
$~ billion tor expansion of the e~rned incoM. cr~dit for 

workin9 tanilies and 
$25.7 billion bottom line 

so:me cowinacion of taxe.s ana. o-cner spenct1n9 CU'CS are ne9ded to 
-make rOOD for these investnent.s. 

Enclosure! 	 Chart on House, Senate Finance, and 
Bumpers Aoar.dment/Sheet on Fa~ily 
preservation Provisions 



.n..l.-06-1~ lOj<4~ FROM CDF 8Tt-! FL.662-3S00 to '34S62S78 P." 
r lmmnnJpdion JTo'VWOlU lit , •••\lap, ~.lIn......'''' -.. 

_ F1oaDco OOMI LaI>or _ PosocI VOI'IIlonHo_ 
Cmurri<tec _ ... ~A"'''''''dS)V....""V._ Assuzml.« Veo - V~ines ((;r' un..imuredYes + Vaccines for all N•• Swes only required 

thildren withOUt ipSUtancc Ill<! w>dorin3urod ,hlldnln with to bulk purcbau: w,ecine! 
coverage for immuniLatJQns. !l!l:<lme$ below 15 p<re= of for Me4icnid Pf'OIrams. 

, their "",,'. IllC<1lan Income. 


No. of A_ 
 11.1_ 1'1....7.'_ 
Children IllIglbl. for , ,1Immmi2ati... 

_1ldu<:aWm y", • Medica1<l reqUlrCd to Yes . Same u }Iou.,e. 1'1•. ThbM~ 
and 0Utr0adl (or i infunn P""'llIS and ....bUsh i.mpnrvemenu W~ 
Medicaid-<ov_ irnnnmiutiol! agt'eemwrs "'Iete<! 1»1 the 11_ 
Children ' wil:h WlC and Tid. V I Atnnldments, ,

i M_"'" and Child Health , 
1'<_,; 

In>prond Med\t.uid YIS - Suffideru; fees for Yes • Same as Houso. No· Thc M_ 
Reb:nbm:scwent luummiution &erVKu improvacnts weco., 

required so Medicaid ' del"ed by the Bumpen 
_." <an get Imm_ Amendments. , 
by private phy.ICi..... I 

Impro.... MedIcaid ' Yes ~ Med.1c.aid mUlll cover Yes - Same 19 House, No - The Medica1d 
. Coverage of all recolJ1lllCll<lod vareines, improve:mems wort , 

ImmllmzatiOJlS , del...:.! by the Ilumpetoand """"!led ore plans must 
provide i.m.mtmization -", ., s.etVice&. 

St3tQ Va..cdne Yes • Same as House. ;<io - Mrumr_ mayYes· II.l!S muv. nego,'" on_ate_ beh.ill of Ute slates fur refuse to sen vaccbles at 
lor_CODOroI I/&eclnes lit the ,~ prices CDC negOtiated prices to 
(CDC) • NogodAtcd and terms .!Ii Ulwcr the COC. 5I3l.. for non-Medicaid .Prices tor Non- , clilldrtn . =""".
Medicaid CbllI!mL I, , 

Y.. (partW) • Allow No • Stales may impo",Protet':I1O.D on Gram Yes ~ There are no provismns 
dca:1oD.<JeraDons in 5 itaU$ if W'l.CtiDn on AFDCR<duct!OIlS for punitive sanctiom agamu 
service! are av;:;ibbte andAFDC p3Iel!tS, famili~ evtft if $e£Vl~ 
otlli:r prou::cllom llle in pI,,", arc u:n:t'1fwlablo or if tho ,, panni h.u n;iqp.ou.: , , objections, 


Immunization , 
 y~. Lc4ves Labot 


~ 


V... Authorit.. $50 million y~ ~ AUlbOl'W:s Sl!52 million 
in FY 1994 (m: lmmllniz:uton Comrnitt~ provi;,iCJXm; 

in FY 1995 to "mblish 
in FY 1994 and $152 million.. 

Iwt:t,~.es, 
immlmirulnn registries. 

, Jrmmmjmtion Senice Yes ~ Le.:t.v& Labor 
C'.Ommlnee provisiom; 

Yes - Authori.us $680 y... AutltOrlW =million 
In addltion 10 cum:m CDCI!l.uvcq, Eduartlbn. ImlIIIon i~ FY 1994 and ..ell 

Iwt:t. 


V_Injury , 


and Outroadl ' wma 11\ .oUo'WU\g: yean. e....... !WNl994. 


Vea .. Similar ro fIouse. Yes - Simil. to HO\i;W,YES .l'ernlane!lIIy e.ueods 
c.m_adon vaccine exeise tax ar.d 

tiMplifiej: requirements of thePro_ 
~ pl'Osrmn· 

http:Authori.us
http:n;iqp.ou


• TO 	 94562979 ;::.05 

I<UlIITAIJII TD PRESIDBNT'S II'AMIt.Y PIIl!BDVATIOlI Am> 81J1'PORT PROVISIONS 
PASSBD BY THE BOOSE IN THE OMNI3VS BUDGET RICONCZLIATION BIt.t 

BQ'O'SE! 	 ::'he: President I s Family ?reservation and Support Provisions 
:(.$1. S billion ever :ive i!o;;ars) are in the House;.-passed 
BudgQC Reconciliation Sill. 
; 

Sl!lNA'1'lh 	
I 
'):';0 t;'4mi.ly Preserv..ticn a.r+d sup:port Provisions a::::e i::l the 
:S:eml~a R'Jdget R.eonciliat.ion Bill due to procedural 
pr¢hliUUs, alt:hough t.ha Ro(.!ktffell~r ..Bond Family 
Preeerva~ion ~nQ Child ~ro~Qction Reforn Bill ts, S9€) is 

:pecding 	i~ th. 3enatQ. 

1, Preven~ child ab~e 3nd n¢gleet by providing fund~ :o~ f~mily 
support prograns, like Ar~aneas' HIPPY prog~Qm, Parent. QQ 

Teachers; and Family ~OCU~, all o£ which teach p~rQnt~ early 
how to protect, nurture and supporc ~heir childr$nt, 
2. Relp states ~~velop and expend prograrn~ for familiee in criQi~ 
which keep children safe an:j, tarr.iliee together and prevent the 
unnecessary use at costly out~ot-h~e C4re; 

3. Improve tr.e quality o~ !oscer care and aQoption a~si~tance fo~ 
children, who cannOt be procec~e~ ac home; and , 
4. Enhance Accountability for the provision of ettective serviC'=15 
for vulnerable chi~dren and fa~ili~s, 

I
WBY THE FAMtL~ PRESERVATION AND SUPPORT PROVISIONS ~ST BB BNACT~I 

1. 7he cr!ais facing fam11iee and child protection a~encies 
cor.tinues to escalace. Just last year, 2.9 mil:ion ch~lcren, an 
average of about e/coe a day: were reported abused and r.eglacted. 
almost a tripling sir.ce 1990, !;1ore :han th::."ee c::ildre:1 a day died 
of ~alt=eatment. Child protection agencies and courts are beth 
overloaded. 

2. Tr~SQ are the most slgni:icant federal reforns for aOUijed and 
neglactacl children in ever a decade, Conqross passed more 
gQD4roua rQfQr,mQ last y@a~i which were vetoed as part of ~e 
U~ban ~d/Tax b!ll by PTQQid.ut BUBh~ 

?OHDLNQ,~ ~AM7LY pa&SERVAT~ON ANn SUPPORT CANNOT BX ¥URTHEA 

""""':lil" 
o The ~l.S billion F~mily Pr.Gervation and Support packa~e in the 
Houae Budg~t R~conc11i~tion ~ill a:r~ady is less than o~e-quarter of 
the ~ize Qf th~ paekag~ origir.ally introduced ir. 19~O by 
Repreaenta~iye DO'~ay# less t~an ens-half cf that passed last August 
bj" c.he Hou:se of Repl.~Q;;;.r.t.at.ivQ* ;;t~ part of ::he Downey- Panetta 
Chilci~¢~Js Initiativ9, ~~d S.l billion laGQ than ~he fi~al 
BencEe~-Downey prov~eionQ paQQ&~ lagt ~C~ODer as part of the Urban 
Aid/T~x hill and re-int=oeuced chi8 y.ar by Sana tors Rockefeller and 
Bond. 

UltGf:ln" NBXT anI's 

o urg~ Ch.ai.~en R08cen"koweki ar..d Mcyn.l.han and t!la House and Sena'=.e 
leaaership to i~clude the Family Pre#~rv~ei¢n and Support provisions 
;Ln t:he f£~n"l Blldgat; ;)Oreement:;.

l 	 

http:PTQQid.ut
http:t;'4mi.ly


. AND POLICY PRIORITIES ~ 

I SOME COMMENTS ON I~ 
SPENDING ISSUES IN TIlE RECONCILIATION CONFERENCE , 

Clearly. the single most important task in conference is striking an agreement 
that can pass on both the Senate and House Iloors. 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 may defect if 
their key priorities are not met. 

This leads to two conclusions: the amount of spending that can be added to 
the Senate package will necessarily be licnited; and a reasonable portion of the funds 
that czm be added, need to be targeted on restoring key elements of the Clinton 
budget that also are Btack and Hispanic Caucus priorlties. 

, 

Spending Reductions in the House and Senate Bills 
• 

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

Given the conCerns of Senator Boren and several other ~enators, it seems likely 
that at least half of the additional spending cuts contained in the Senate package will 
,teed to be preserved in conference. This memo outiines 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 bill 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 outcomes, and retain Black and 
Hispanic Caucus ,support? 

The memo recommends fitting within this spending target bv splitting the 
difference between the House and Senate on the Ene. proViding $5 billion for the 
Mickey Leland Child Hunger Prevention Act, retaining the full House family 
preservation proVision, supporting immunizations at doser to the House than the 
Senate level, and retaining a portion of the House extended unemployment benefits 

The Hou:se and Senare "score their spending cuts differently. The Hou~ (ounts aU oi the 
~xpan.sion in the earned income credit (IS a revenue reduction. The Senate counts only about one-tenth 
of the EITC c>.pansion - the amount th.'lt reduces taxes owed - as a revenue reduction. It counts the 
"refundable" part of the ElTC as a spending increase, If the House scori.ng method is used, the House 
bill has $253 hillion in net spending reductions, while the Senate bill has $273 billion, 

777 North Capitol 5tIU;t.. Nt:.. SUlte 705, Washington. DC 20002 Tel: 202-408-1080 fax.: l02·408~1056 
Roheri Qrunstdn. excwdve Dlf'1':dOr '* Loring tiendC'$()n, Deputy Director 

http:scori.ng


yeaNound, the family should not be poor. In addition, the Senate provisions make 
more than three million jow~income working families with children worse off , 
cutting their EITC by $55 per year while subjecting them to the transportation tax. 
Finally, and especially serious. the Senate provisions omit the modest EITC the 
AdmInistration 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 elfective 
federal tax rate paid by the poorest fifth of households without children - that is, 
the percentage of mcome they pay in federal taxes - has risen 38 percent since 1980, 
On average, the poorest fifth 01 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. 

E!iminating 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 eHminating the 
EITC for poor workers without children, as the Senate has done, is unacceptable. 
Rep, Charies Rangel also opposes dropping the credit for poor workers without 
children. I 

! Food stamps 

, 
The Administration's food stamp provisions are very important. From the 

stand!'obt of poor children, [ would argue that retaining a healthy chunk of these 
proposals is perhaps the highest priority in conference, 

[t is weU understood that low~incame offsets are needed to prevent the energy 
tax from pushing poor households deeper into poverty, Less widelv understood is 
the fact that the EITC only performs part of the job. The current EITC (which does 
not include workers without children) covers fe:wer than onefourth of all households 
below the poverty line, Other offsets are needed to reach poor families without 
earnings and poor elderly and disabled people. 

, I 

The Adrrtinistration 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 induded energy assistance on 
the list of investment priorities it has given to the Appropriations Committees, 

That l.av.~ 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 i. another reason 
the legislation is needed. 

Still another problem that the food stamp provi.ion would address 
involves the interaction between food stamps and the EITe. Under 
current food stamp law, a family's EITC payment is counted against the 
food stamp assets Umit 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, 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 President's goal 01 "making work pay" will not be met. 
Moreover, perverse incentives will be created for families to spend their 
EITC benelits fast. The Administration's food stamp legislation 
remedies this problem. too. 

• 	 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 benefit structure contains 
disincentives for custodial parents on AFDC to help track down absent 
parents and collect chlld support from them. [t also contain., 
disincentives for absent parents to pay child support. The 
Administration's food stamp legislation fixes both of these problems. 

The lood stamp proposals also should be a high priority for another reason. [f 
not included in the reconciliation bill, they will be dead for at least the next four 
years. There will be no way to finance them under the pay~as~you-go rules; the 
financing mecharusms are in the Ways and Means Committee and the Finance 
Committee, and those committees wiil not reduce their own programs or raise 
revenues to finance expansions in an Agriculture Committee program. Initiatives 
under the jurisdiction of the Ways and Means Committee and the Finance Committee 
may have ofher '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 Hispanic 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 
aciditionaJ Medicare savings provisions are targeted entirely on providers, 
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3. 

4. 

5, 

, 
These savings could be achieved by phasing in some provisions and 
dropping others. Provisions that should be retained include those that 
assist poor iamilies 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 olfset to the energy tax. and 
provisions that promote child support enforcement and collections. 

,, 
Family preservation; The lamily preservation and child welfare provisions 
of ~ House bill. which cost $1.5 billion, have already been pared back 
troll) earlier family preservation bills, They should be retained to the 
fullest extent possible. 

Immunization: A compromise may be possible that places the cost 
somewhere between the House and Senate versions, although doser to 
the House level. HHS staf/lell me a solid package can be developed for 
about 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 slate level. 

, 
Unbnployment insurance: 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 populous, it exceeds seven percent, In California, it was 8,7 

Percent in Mav,I ' 
Many states with high unemployment rales will qualify after September 
30 to pay extended unemployment benefits to the long-term 
unemployed, For these beneiits to be paid. however. states have to put 
up 50 percent matching funds, Hardly any slales have enacted legislalion 10 
provide the matching funds under the revised extended benefits program 
mJletfd last yeo.r, Furthermore. the very states where the benefits are 
needed most, such as California, are the slates that can l.ast afford to 
pay Ihese matching amounts at the present time. It is expected that 
many states which will qualify for extended benefits will not provide 
the matching funds, 

As a result. the availability of unemploymenl benefits is likely to 
du;runish sharply in a number of hard-hit states. !n addition to causing 
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As noted, the empowerment zone proposal is a tax reduction, not a spending 
increase, Some increased revenues achieved in conterence~ relative to the Senate bill, 
could be used to restore empowerment zones in part or in full without diminishing 
the level of sp~.~~in reductions in the package. 

Entitlement Control Mechanisms 

. i'l1reehmA~i~ina~l;,'b~u~t~cr~iti~'c~a~l~::~o:rtantl issue concerns the entitlement control 
'-, 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 tvlO very 
important improvements. It adjusts the entitlement 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 Senate 
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 
indusion; it rece:~ved S4 votes. The Senate proposal is expected to be "on the table" in 
conference, 

It should be. The differences on inflation adjU5tinems and the margin of error 
may sound technical. but they have profound implications for the White House. 
They could even affect the President's reelection prospects. -. 

J 

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

Why is a ,breach of the targets so likely under the House version? BecauS!! the 
House provision locks in the CBO economic assumptions reflected in the budget 
resolution. including the assumption thai 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 itS!!lf apparently no longer believes this 
forecast; it plans to raise the inflation forecast when it revises its economic forecast 
,his summer. (See attached artide from Congress Daily.) 
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probably not wish to cut Sodal Security. But if he proposes to cut other entitlement 
benefits to make !-IP for the amount that Sodal 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 pounce. 

, 

The Presi<\ent doesn't need this. It is especially unjustifiable since higher-than
expected inflation has little impact on the deficit. 

I, 
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 proposal) or 
by one-half percent (as in the House bill). The one-half percent margin of error is too 
small. 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 $15 billion. 

I 
The President is likely to be placed in a politically difficult situation any time 

Ihal action is required because of a breach of the target. He may have 10 propose 
cuts he does nOlfavor. Or, he may be forced to accept a slowdown. just before the 
election, in the phase~ln or universal access to health care. A one percent margin of 
error 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 minimis. 

Both the inflation adjustment and the one percent margin of error were 
considered dUIi~g the House negotiations on this issue conducted just prior to 
consideration of the reconciliation bill on the House floor. These proposals were 
opposed by Rep. 5lenhalm. Rep. 5tenholm's principal objection 10 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 smaUer energy tax and 
more entitlement cuts than the House version, as it inevitably wiil, 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. I 

July 1. 1993 

11 



06/Z9/93 14:50 	 CRe 

j.--.(. ~, 5<rTlM (D8Yt 
E lJ(ik.11k L1 (i,"1:. if\T,Ch~,,;"'.r. 
Ron dt Lilt:" roNU 
S<:<I",- /'. 014;" ID,n,L",,'J,- li.""I<~),... I:MJ II' CAl 
"'II 'I.<;mdM"ll lD-NM'\'" .. ("'-.,0'11 
Em""" E, Torr", (Q.CA' 
llf..... R......Lc:htl"~n tit Fl.. ~ /'J'wr In AZI 
x»...~r ~#tn: ro,cA)

~"fl~h'·T'n''''''·r Hrnry lk>r<dl, 1f1,,"J"X1(!ll1ugmu; of Ute Uniteb etntes 
lm,,'!1\ o..r.-!tL1J1 (R·n.! 
L"". G..u..-rrr. IO-Ill[llogr£55illnlli Jlispnni( QlIIU(U5 Rt>t<cltt M..~ In-Sf' 
Cttlt.. Rompon-F1.I'('(\i- .~ 

June 24', 1993 lD3rb ([angrt.&S 	 F,.M Tt;,:dll IO..n;l 
;0..:..';,. \'tl;:...v,: to,!I;Y, 
F.r-.hrn l'n<kt""",l;d {f"-(j,.:; 

The Honorable william Jefferson Clinton Ri:hllfll V ~ 
President of tM United states e~t'<'IIII"'" n"«n"C 
The White House 

Washington, D.C. 20500 


Dear 	Mr'. :President: , 

We, the undersigned Members of the Congressional HiSpanic 
Caucus. \'oted tor t.he HO'-lse ReconCiliation bill based on. the: 
principles reflected in the bill: that it reduced the deficit 
substantially. that the deficit reductions ~ere equitable, and 
that it included important initia~ives for America's lo~- and 
mouarate-income families and communit1es. We are concerned that 
the senate bill moves away from t.hese principles and excludes 
critic~l components of the House-passed bill. 

In our view, ~he !!nal conference agreement on the 

Reconciliation bill must include the following provisions; 


• 	 Equitable distrihution of the burden ¢f Medicare cuts. The 
Senate bill achieves an additional $19 billion in Medicare 
cuts over the 2-year freeze passed'by the ~ou$e. Unlike the 
House cuts The Senate cuts are unevenly borne by HispanicT 

dnd other low-income communities. While the Sena~e cuts 
would reduce ~edicare expendlt~ras by an additional 20.2 
percent ~atlonwida over the House cutS~ Medicare 
expenditures in poor, Hispanic communities represented by 
Members of the Congressional Hispanic Caucus would be 
additionally cut by 44.1 percent. Medicare cuts should not 
btl borne by the most disadvant.aged populations. 

• 	 Farned Income Tax Credit Increase {EITC}. The House bill 
adopts your proposal to expand the EITC by S2a billion to 
help offset. the ener9Y tax and to Qnsure that full-time, 
y~ar-round working families of four are no longGr poor. The 
Senate bill reduces your proposal by $10 billion by 
providing a smaller increase for families with children and 
by eliminating the expansion of the credit to poor workers 
without children. As a result, the Senat.e bill puShes these 
poor workers further into povertYt and even reduces somewhat 
current. benefit levels for so~e families with child.en. 
This is a dramatic and ur.acceptable departure [rom your 
original EITC proposal adopted with our strong support in 
the House. 

-.. 
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• 	 Mickey Leland Childhood Hunger Act~ ThiS measure, which has 
passed the full House in the past, provides additIonal food 
assistance to very low-income hous~holds including families 
Wfth children ana elderly indiViduals. The bill helps 
promote salf-sufflclency and work, and also helps offset the 
regressive effects ot the final energy tax. ThG mos~ 
significant provision targets assiStdnce to families with 
children that are forced to choose currently between paying
the rent and feeding their families. 

empowerment zones. These tax incentives will ensure that 
i~poverished communities will receive badly needed 
assistance to create jobs and improve the local economy. 
Given the disappearance of most of the stimulus package and 
the entitlement cuts likely to be enacted as part of the 
Reconciliation bill, these Incentives are critical if these 
communities are to receive any assistance in thiS package. 

• , 

The final conferenco agreement. should ir.cl'...de the HOUSe" 
passed, EITC increase, the Mickey Leland and empowerment zones 
provis,ions# and assur.e t.hat cots made -;'0 Medicare be equitable. , 

Further, we would note our strong opposition to any 
entitlement cap or control mechanism that 90es beyond the 
agreement reached in the House. In fact, we oelieve that a few 
important issues should be revisited durjng the confe~ence's 
consideration of this issue to ensure the best and mos~ 
reasonable mechanism 1s adopted. 

, 
Our support for the House bill ..."as partly shaped by the 

ir.clas1on of the aforementioned provisions. The Caucus will 
carefully scrutinize the aforementioned progra~5 prior to a vote 
in the, House. 

Sinc~elYI 

xavier Eecerre 

~~/" 
Carlos Ro~erc-B~rcelo 

. n .~ s .............. 
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(:on!ll'tSS of tbt \!Jniteb Siltattii 
.OUlit of !l.tprtllrntatibell 

"'u~ini!On. JK 20515 

June 22. 1993 

The Honorable Dan Rostenkowski The Honorab~e Martin Sabo 
Chairman ChainMn 
Committee on Ways and Means Committee on the Budget
House of Representatives House of Representatives
Washington, D.C. 20515 WashingtOn. D.C. 20515 

Dear Chairmen: 

As new Msmber~ of Congress, many of us faced difficult Choices in voting 
for Reconciliation package. In the end, we supported the package because 
it reduced the deficit substancially and in a progressive manner an4 
included some, critical provisions proposed by Pre~ident Clinton for 
disadvantaged children and their fami~ies. 

The Reconcili~tion package is important for its contribution in reducing 
three deficits; a budget deficit, an investment deficit, and a social 
deficit. To reduce the two latter deficits and make needed investments for 
the future r it is imperative that the final reconciliation bill address the 
serious problema affecting poor children and their families. The two major 
provisions propose~ in this area by President Clinton -- the increase in 
ehe Earned Inc~ Tax Credit, and the MiCkey Leland childhood Hunger 
Iniciative to enhance food assistauce for poor children and, their families 
-- are both in the House bill. We appreciate your leadership in including
both of these in the bill. 

The SiTe expansion is essential to reward work and pave the way for welfare 
reform. It reaches a key goal set forth by President Clinton .... if pa1:ents 
work fUll-time year· round, their children should eot grow up in poverty. 

The Mickey Leland initiative, developed over reoent years on a bi-partisan 
basis, would reduce hunger ana combat hamelessness among poor children and 
their families. It also would screng~hen the incentives for collection Of 
child support payments and boost incentives to work. 

These two provisions are essential for anOther reaSon: bOth the srrc and 
the Leland i#it1atives are necessary to ensure that the energy tax, 
whatever its 'final si~e, does not tax poor households deeper into poverty. 

The Senate bill treats two provisions in troubling ways. !t does not 
contain the funds included in the budget resolution for the 
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Leland initiative. FUrther, 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 
EITe benefits than under current law, even as their 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 
unacceptable outcome. 

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

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

Sincerely, 
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FOOD STAMPS AND THE RECONOLIATION CONFERENCE, 

I 


It is well understood that low-income offsets are needed to prevent the energy 
tax from pushlng poor households deeper into poverty. But the mc only performs 
part of the job. The current EITC (whlch does not indude 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 indudes 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 resol';tion in the total amounts that can be spent for discretionary programs. 

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 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. 

I 

Serving 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 amo~g poor ehlldren and to help bring working families out of poverty. 

• The food stamp provisions are highly targeted on very poor ehlldren 
and their families and are carefully crafted to avert homelessness among 
'these families - or at a minimum, to prevent these families from 
Ihaving to choose between eating adequately throughout the month and 
'paying their rent and utilities bills. In this vein, the legislation is 
Idesigned to eliminate a glaring inequity in the food stamp program
Iunder whlch those families with children whose housing costs consume 
, more than half of their incomes are treated more harshly than elderly 
'households who pay over hall 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 

I 
, families with chlldren that have these very high housing cost burdens. 
i This provision is the centerpiece of the bilL It has been hailed - and 

induded in legislation introduced in recent years - by Pete Damenid 
!and a number of other leading Members of both parties. 

• i The food stamp provisions aiso 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 



Administration's formula for getting these families to the poverty line, 
the proposed food stamp increase was presumed to cancel out the 
energy tax, while the EITC increase lifted the family to the poverty line. 
Inhere 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 $2,000. Families that don't spend their EITC 
very rapidly will loS<! 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 legislation remedies this problem; this 
is another reason it is needed. 

i 
, 

Aiso, the Administration's plan to raise families with a full-time 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, 
dnly one-third of the working poor do get stamps. The 
Administration's food stamp proposaJ 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 to 
help track down absent parents and collect child support from them. It 
also contains disincentives for absent parents to pay child support. The 
~dministration's food stamp legislation fixes both of these problems. 
, 



.r1 CENTER ON BUDGET 

JdJ AND POLICY PRIORITIES 


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

I , 

• Approximately 40 percent of an black families with children would be eligible 
for the eamed income credit under the Clinton proposal and the House bill. , 

; 

• More than half of all black working families with children - about 53 
percent -' would be eligible for the eamed income credit under the proposal. 

• On average, E1TC eligible black families with children earn about $11.540. 
work aboyt 41 weeks per year, and are employed 37 hours during these weeks. 

Faml.lies "Wth Two or More Cltildrett 

, 
• Appro?<irnateiy 60 percent or the black families eligible for the earned income 
credit unper the proposal are families with two or more children. These 
families would see the largest increase in their EITC benefits. 

I 
• Cnder:current law, those black families with two or more children who are 
eHgible for the EITC receive an average credit of about $1,115. These families 
would see their EITe benefits increase to an average of $1.945 under the Clinton 
proposal; they would receive an average benefit increase of more than $800 per 
familv. , 

• 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. 


• The Clinton proposal extends the EITC to an aciditional 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 families. , 
I 

F"tnilies With One Child 

• Approximately 48 percent of eligible black families with one child would 
receive ~ lower benefit under the Senate verswn of the EITe proposal titan ullder 
current law. (The average benefit for black families would still be rugher than 
under crrent law.) 

I 
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, 
• The average credit for black families with one child would be about $1,210 

und~r the Clinton proposal, $1,190 under the Senate bill, and $1,050 under 

current law. 

,I 
II. 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 praposal is deleled in the 
Senate ve1Sion, of the Reconciliation bill, but included in the House version. 

, 
• Approximately 22 percent of all non-elderly black childiess workers 
almost vi million people - would be eligible for the credit under the 

proposaL 


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


I 


, 
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. ' , CENTER ON BUDGET'
]Ill,] i . AND POLICY PRIORITIES 

THE EARNED INCOME TAX CREDIT AND HISPANIC WORKERS 

I. Families With Children 

• Approxilnately 45 percent of all Hispanic families with children would be 
eligible of the earned income credit under the Clinton proposal. 

I 
• Almost 60 percent of all Hispanic working families would be eligible lor the 
earned income credit under the proposal. 

• On average, EITC eligible Hispanic families earn $13,175, work about 44 
weeks per year, and are employed about 40 hours during these weeks. 

I I'amilies With Two or More Children 

I 
• Appproximately 67 percent of Hispanic families eligible for the credit under 
the Clinton proposal have two or more children, These families would see the 
targest increase in their credit under the Clinton proposal. 

• Under current taw, those Hispanic famjlies with two or more children who 
are eligible for the EITC receive an average credit 01 about 51,250, These 
families would see their mc benefits increase to an average of 52;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 $94 lower 
than under the Clinton proposal. 

• 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 mc 10 a smaller number of Hispanic families. 

Families with One Child 
I 

• Approximately 49 percent of eligible Hispanic families with one child would 
receive a lower benefit under the Senate version of tbe EITC proposal tlmn under 
currelll la.1. (The average benefit for these families would still be higher than 
under current law.) 
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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 $1,190 under 
current law: 

II. 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 
Senale version of th£ Reconciliation bill, but included in the House version. 

, 
• Apptoximately 20 percent of all Hispanic childless workers - about 
780,000 people - would be eligible for the credit under the proposal. 

• The average credit for these workers would be about 5175. 



; 

! _ I~I CENTER ON BUDGET 
JJJ AND POLICY PRIORITIES 

June 29, 1993 

I THE SENATE FINANCE COMMI1TEE'S ACTIONS 
IN REMOVING $10 BILLION FROM THE CLINTON EITC EXPANSION 

I 
(n action on the budget reconciliation bill last week, the Senate Finance 

Committee sdJed back the Earned 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 full Senate is expected to approve the Finance Committee EITC 
provisions without change. The House approved the original Clinton EITC 
provisions as part of its reconciliation bill last month. 

The l'inance 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 familles with children by about 
$5 billion. All families with children that qualify for the EITe, including those at 
\'ery low income levels. \vould receive a smaller EITe benefit under the Finance 
Committee package than under the Clinton proposaL More than three million 
families woulp. receive a modestly smaller BITe benefit than under current law" , 

I 
As part of the actions it took on the reconciliation package, the Finance 

Committee fe"placed the Administration's energy tax with a substantially smaller 
transportation fuels tax, Serving as an offset to the energy tax was not, however, the 
sole purpoS<! 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 full-time year-round. 
the family shl;mld not have to live in poverty, Due to the reductions the Finance 
Committee made in the EITC proposal, this goal wouid not be mel. 

Moreover, 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 only did the Senate Finance Committee scale back the EITC 
improvements, but the Senate reconciliation biB includes none of the proposed $7.5 
blliion food s'tamp increase. In addition, the proposed energy assistance increase is 
moribund, a victim of the need to squeeze non~entidement spending within the tight 
budget ceilings established by the 1990 budget agreement The combined effect of 
these developments is that millions of low~income workers would receive no me 
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 who 
have no earnings and are not eligible lor the EITe. including the elderly and disabled 
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poor and the low-income unemployed, also would receive no offset and would slip 
farther into poverty. 

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

• 	 It fails to offset the transportation tax for millions of working poor 
h9useholds. 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 
t~ey 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 goaJ of lifting a family or four with a 
full~time year-round minimum wage worker to the poverty line. even if 
ttte family receives food stamps and the minimum wage is indexed to 
iffilation, as President Clinton proposed during the campaign. 

I 
, 

The Finance Committe. and Workers Without Children , 

. 
The Clinton Administration proposed that a very modest ElTC be established 

for childless workers with incomes 01 less than $9,000 per year. The credit would 
equal 7,65 percent of their first $4,000 in earnings, providing a maximum credit of 
$306. The credit would phase down once income passed $5,000 and phase out 
entirely when. income reached $9,000. The average benefit would be about $175. 

This pr6posal has substantial merit, and not only because it would ollset the 
effects of the energy tax on these households. The poorest fifth 01 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), IThis is much larger than the increase in tax burdens borne by l'lny 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 
SociaJ Security, gasoline, alcohol. and tobacco taxes, For jow~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 resulting tax increases these workers bore were substantially larger than the 

, 
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Table 1 

Changes in Federal Tax Burdens, 1980-1993 

Change in the Percentage 
of Income Consumed 

Household Category by Federal Taxes 

Noh-eldecly households without children 
poorest fifth +38% 
middle fifth 5 
top fifth -3 

Families with children , 
I poorest fifth -19% 
I middle fifth 1 
I, top fifth 1 
I 
I

Aged, 
poorest fifth -22% 
middle fifth -14 
top fifth -11 

AIL households 
poorest fifth 4'j{. 
middle fifth -2 
top fifth -3 

Source; Congn~sinnaJ Budget Office data published in House Conmtittee on Ways and Means, 
1992 em'll Book, pp. 1526-7. 

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

i 
Moreov~r, although the 1986 Tax Reform Act sought to establish a principle 

that those who work but ure poor should not be subject to federal income tax and 
thereby taxed ~eeper into poverty, the Act failed to achieve this goal for single 
workers. They are the one group of workers who continue to pay income tax despite 
their poverty. :They begin owing income tax when their earnings reach $6,050, nearly 
S1,500 below the poverty line for single individuals. 

The new EITe for childless workers proposed by the Clinton Administration 
would remedy this problem, bringmg the point at which single workers begin to owe 
income tax about to the poverty fine. The Finance Committee's decision to eliminate 

I 
I 
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this new credit puts that goal out of reach. Thus, under the Finance Committ .. 
package, a regressive tax would once again be levied with no offset provided to poor 
workers witho·ut children. Once more, these workers would be taxed deeper into 
poverty. As Figure 1 shows, these workers already bear unusually high tax burdens. 
much higher tftan those born by other low-income groups. 

Some have sought to dismiss the importance of the EITe for childless workers, 
arguing that most of those who would benefit are individuaJs 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 eiigible for the credit are students mixing work 
with graduate studies. 

• 	 More than half of the cruldless workers who would qualify have no 
more than a high school education. 
I 

• 	 Finally, a new Congressional Research Service study shows that truee
fifths of these childless workers are age 30 or over. 

Figure 1 

Percentage of Income Consumed by Federal Taxes 


for Different LoW-Income Groups, 1993 

Percentago of tncome Consumed 
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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 not typically individuals who work for only a 
few hours per week or a few weeks per year. 

, 

Families With Children 

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

! 
• 	 The Finance Committee shaved the size of the EITC increase. When 

phased in fully, the maximum EITC benefit for families with two or 
more children would be $56 smaller than under the Clinton plan. The 
maximum benefit for families with one child would be $22 smailer.' 

• 	 The Finance Committee package also would phase down the EITC mare 
quickly for families that have two or more children and incomes of 

,htore than $11,000.' When combined with the reduction in the size of 
the maximum benefit, the overaU effect would be to set EITC benefits 
for families that have nyo or more children and incomes in the $11,000 
to $27,000 range from $56 to $200 lower than under the Clinton plan. [n 
addition, the EITe 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 increase more slowly than 
the Administration had proposed, particularly for families with two or 
more children. (;nder the Clinton proposal, the increase would take full 
'effect in tax year 1995. Under the Finance Committee plan, the increase 
for families with t\vo or more children would take full effect in tax year 
1996, meaning that most families would not see the lull EITC increase 
'until the spring of 1997 when they filed their 1996 tax returns. 
I 

, 

ITh,is wouJd be the result of: setting the credit for families with ttNo or more children at 39.U 
pen::ent of the first $8,500 in earnings rather than at 39.66 percent as proposed by the Clinton 
Administration:,and setting the credit for families with one child .at 34.0 percent of the first $6,000 in 
earnings rather than at 34.4 pen.:ent as propolied by the Adrnini~tr'atiofl. 

~Under the Clinton plan, the benefits these families r~eive would drop $19.83 for each additional 
$100 of income. Under the Finance Committee package. their benefits would fall $20.72 for each 
additional $100 in income. 

JAil dollar figures in this paper are expressed in 1994 dollars, Under current law, the ElTe 
Income limit is $23,760. 
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I, 
There would still be signilicant 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 53,315 for families with two or more children. But a 
substantial number of families with one child would have their EITC benelits 
reduced rathe~ than increased. And families of four with a full-time worker would 
be left short of the poverty line. 

I . 

Families Made Worse Off 

More than three million working families with one chlld would be made worse 
off. In tal< year 1994, all families with one chlld and incomes between $12,110 and 
$23,760 would get a smaller EITC than they would receive under current law, A 
family with $\2,600 of income would receive a $77 smaller EITC A family at $20,000 
would get • $56 smaller EITC In tax years after 1994, families in the $12,000 to 
$23.760 income range would lose 555 compared to current law. These families also 
would face a tax increase due to the transportation fuels tax. 

I 

The Firiance Committee proposal- like the Clinton plan - would wisely 
terminate two supplemental E1TC credits now in the law that unnecessarily 
complicate the EITC. These are an extra credit for families with a chlld under one 
and an additional credit for families that pay part or all of the cost of health 
insurance prelniums that cover a child. But this means that families with one child 
that now receive either of thase credits - and have income in the $12,000 to $23,760 
range - would have their EITC reduced by significantly more than $55 when 
compared to current law, while also having to pay the fuels tax.' 

Falling Short of the Poverty Line 

Finally; the changes made in the Senate reconciliation bill will leave families of 
four with a full-fune 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 foUr with a foll-time worker to the poverty line if the family also received 
fooi:! stamps.. This plan was based on calculations showing that net minimum wage 

~Familie5 in this income range would have suffered an EITC benefit loss under the Clinton plan ali 
well, but the los's would have been smaller. Moreover, the proposed food stamp and low-income 
I;!nergy assistance increases in the Clinton budget would have enabled some of these tamilies to offset 
both their EITC loss and their energy tax increase. As noted, the Senate reconciliation bill do!!s not 
include the Administration's proposed increase in food stamp benefits. and the Increase requested for 
low income energy assist:a.r'lce appeal'!> to be virtually dead. 
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earnings for 40 hours of work for 52 weeks; plus the ElTC 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 .re 
scaled back by $56 compared to the Clinton plan. And while the transportation fuels 
tax is substantially smaller than the Clinton energy tax, the offsetting 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 legislation 
to index the minimum wage is approved). For those not receiving lood stamps, the 
shortfall would be much greater. It would also be greater if legislation to index the 
minimum wage ultimately is not enacted, 

Conclusion 

The Senate reconciliation bill achieves major progress in reducing the deficit 
and does so i~ 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 EITe expansion. 

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 i poor workers without children, the bill nudges these workers deeper 
into poverty .. By scaling back the EITe expansion for families with children and 
failing to include the Administration's food stamp proposals, the bill makes millions 
01 working families with one child worse ofl than under current law. It also fails to 
bring families of four with a full-time minimum wage worker to the poverty line. 
Major improv~ments are needed in the conference conunittee. 

SNe:t minimum wage earnings equal earnings after payroll taxes are deducted. The Ointon plan 
assumes the minimum 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 ($1.5 billion over five 
years) are in the House-passed Budget Reconciliation Bill. 

SENATE: 	 No Family Preservation and Support Provisions are in the Senate Budget 
Reconciliation Bill due to procedural problems, although the Rockefeller-Bond 
Family Preservation and Child Protection Reform Bill (S. 596) is pending in the 
S ' enate. 

WHAT THE FAMILY PRESERVATION AND SUPPORT PROVISIONS DO, 

Prevent child abuse and neglect by providing funds for family support programs, like 
Arkansa.,' HIPPY program, Parents as Teachers, and Family Focus, all of which teach 
parents early how to protect. nurture and support their children: 

2. 	 Help slates develop and expand programs for families in crisis which keep children safe and 
families together and prevent the unnecessary use of costly out-of-homc care; 

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

4. 	 Enhance accountability for the provision of effective services for vulnerable children and 
families, j 

WHY THE FAM'ILY 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 maltreatment. Child 
protection agencies and courts are both overloaded. 

2. 	 These arel the most Significant federal refonns for abused and neglected children in over a 
decade. Congress passed more generous reforms last year, which were vetoed as part 
of tbe Urban Aid/Tax biD by President Bush. 

FUNDING FOR FAMILY PRESERVATION A..'\ID 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 pack:age originally 
intrnduced in 1990 by Representative Downey, less than one-half of that passed last August 
by the House of Representatives as part of the DowneY-Panetta Children's Ini,iative, and 
$.7 billion less than the final Bentsen-Downey provisions passed last October as part of the 
Urban AidITax bill and re-introduced this year by Senators Rockefeller and Bond. 



June 26, 1993 

, TI!N IIlIABONS TO MAXNTAilil 
THE'FAMILY PRESERVATION AND SUPPORT PROvrSIONS 


IIIl '1'BB 0IIIf.[B118 S1mGBT RECONCILJ:ATION SILL 


I 
1 . They repreB~t the most significant federal refor:ms for 
abused and neglected children 1n over a decade. These reforms 
address the escalating crises 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 crisis; 
improvements' in the quality of foster care and adoption 
assistance for children who cannot be protected at home; and 
enhancements: in service delivery. They reflect a consensus about 
the directions that such reforms must take. 

2. Without help this year, tha needs of abused and negleoted 
children will continue to grow, seriously jeopardizing their 
future health and safety, and cost significantly more in the 
future. 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 a 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 t but 
they were vetoed as part of the larger Urban Aid/Tax bill. The 
fiscal and human costs of continuing delay are enormous. 

3. They keep children Bafe hy preventing abuse and negleot. 
New 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' knciwledge of child development and the supports young 
children need, they enhance healthy development and school 
readiness and prevent child abuse and neglect. 

4 . Urgently needed orisis assistance is provided for abused and 
neglected children who can be protected at hom.a. New funds can 
be used to protect children and strengthen and preserve families. 
Intensive home-based crisis intervention services help keep 
children safe and families together and can prevent the 
unnecessary use of costly out-of-bome placements. 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 of entering care. 

S. Improvements are made in the quality of foster oar.. and 
adoption assietange'for children who cannot be protected at home. 
Increased funding is provided for respite care for foster and 

Childrl'tl's Ddl'ose Fund 

25 E$lr.:-et NW 
W.l~h,nlll0n, DC 20001 
Telephone 2026238787 
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FAMILY PRESERVATION AND SUPPORT ACT 

IN BOUSE OFFERS HELP TO ABUSED AND'NEGLECTED 


CHILCREN AND THEIR FAMILIES 


Enhances services to protect chl1dran f strengthen and support 
famdlies, and prevent the unnecessary placement of children in 
out-of-home care: 

• $1.4 billion over five years is provided to states and Indian 
tribal organi~ations for a range of family SUPPOrtl family 
preservation, aftercare, and respite care services to protect 
children and strengthen and preserve families. (This initiative 
must be reviewed at the end of FY 1998 before it is made 
permanent, although funding for the initiative would be included 
in the budget baseline even after FY 199B). 

• Annual planning and goal setting is required regarding the 
statewide provision of family support and family preservation 
services, and a description of the services to be delivered must 
b~ provideQ 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 Congress concerning 
implementation of the tfreasonable efforts" requirements in the 
federal child welfare programs. 

, 
Improves the quality of out~of-home care and adoption assistance 
for children who cannot be protected at home: 

• 75 percent federal matching funds are permanently authorized 
for the training of foster and adoptive· parents, and the higher 
match rate is retroactive to October 1, 1992. 

! 

*The Family preservation and Support Act, proposed by President 
Clinton! is included in the Omnibus Budget Reconciliation Act 
(Sections l3211-13234) approved by the House of Representatives 
on May 27. In the Senate, the Family preservation and Child 
Protection Reform Act (S.596)/ which includes many similar 
reforms, has been introduced by Senators John D. Rockefeller 
(D-WVI and Christopher S. Bond (R-MO), The Senate did not 
include 8.:596 in its Budget Reconciliation Bill beca.use of 
procedural problems, but it is hoped that the conference 
Committee !on the Budget will maintain the Family Preservation 
and Suppo~t Act in the final omnibus Budget Reconciliation Bill. 

I 
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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 

-- Provi'des 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 :operation 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, dispositional 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-BiSection 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.. , 

• Improves administration 

-- Establishes in legislation an existing regulatory timetable 
for action on state claims for foster care and adoption 
assistance payments under Title IV-E. 
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THE PRESIDENT HAS SEEN 

Robert Greenstein 

Cli' ,nnton s 
Plan: 
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The Facts 
There are amp«: grounds to debate the C!in

trm economic program, including elements de
"l5:tled to promote work amoog the poor and ease 
(hIli:! poverty. But the debate cannot proceed if 
ba:ili: tilcts about the Clinton proposals are miwn
dprstood and rnis.characteriz.ed. Jodie Alien's re
cefit ,Outlook article ("Rhodes to Ruin: Clinton's 
T()o.(lever Plan," tvtay 301 is a. case in paint. 

T~e artie'.e attacks "the administration" plan 
to allow families w1th unusually high housing 
costs to qualify for food stamps even though thiMt 
InComes exceed me pr(Igrnm's normal limits," 
Rut hold up a minute-there is 00 such Clinton 
proposa.L 

Under current taw, the amount of a houae
hQld'~ food stamp benefits depends partly 00 how 
rugtl l:s housing costs are in relation to its 
mcmnc, After all, a family whose hoos8lg (;1)81'.$ 

consume 60 percent of its income·has Iesa to 
""'00 on food than. family in public hoosiI1g tbat 
spends 30 percent of income on bcKIaini. But 
there is a problem. The food st.a:trtp benefits 
provided to elderly and disabied houseboIdI re
lkct tile tuII amount by _ !lousing ""'" 
consume more Uwl half of tbm incomes. For 
P"<" fanubes wru. duldren. in <XlII...... food 
SLimp benefi.. relie<:t these __ only in part. 
Tliis is a reason some poor families with high 
houilng costs run low on food toward the end of 
Lie month. 4>_., .t 

and now 

Taking Exception 


at blgher income Into tbe stamp 
PrQgl"3Ifl. undo past refonns and' make the pr0
gram more susceptible to mot, In fact, 'state 
food st.mlp administrators. who are subject. to 
fiscal ~ties for higb error rates. support. tbe: 
change. " .. ~ 

Equally off-base is the article's treatment..»i 
the earnoo income credtt for the working poor. 
The article contends that in 1990 ~ 
expanded the ElTe despite an IRS study showing 
;il:out a 40 percent error rate. It then criticizjes 
Ctinton for proposing to expand the credit fur· 
ther. 

The old adage that a tittle knowied,e can be a 
dangerous tiring is sadly relevant here. The IRS 
audit showmg a }-..igh error rate was based 00 
1985 tax ret'llJ'll$.. It sho~ the principal reason 
{Or the high error rate was a series of ~ IRS 
rules 00. household iiJing status that few low.in
come families could IJ.I'Xierstand and the IRS could 
not enforce. 

When the audit was Wlvei.\ed in 1990. the IRS. 
the Treasuty Depart.ment and congressioo,al 
committees responded. They de$i.gned )egWation 
that eliminated these axnpl.. rules. replacing 
them with mucl\ ~. more ~ ooes. 
The legislation, enacted in 1990, also required 
tami.lies to file a separate tax scbeduie to teet:ive 
the e.amed income credit The IRS has' now 
testified that these reforms have reduced the 
error rate substantially. 

Jodie Allen's article is on ta.rget in criticizing 
one action Congress took in 199O--addiDg a 
0mp~cated heaitb insurance wmoonetlt to the 

ed _ credit The article """'" tbit .... 
generated insurance scams. 

1 know • little about tlIiIi. since .... _ 
um:cvered the scams. We also argued UDSUC'" 
cessfuIJy in 1990 _ aea.... 01 the beaIth 
insurance cndit 

But her anide makes ..- ~,~_ 
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