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CENTER ON BUDGET
AND POLICY PRIORITIES

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

In action on the budget raconciliation bill last week, the Senate Finance
Commitree scaled back the BEITC expansion proposed by the Clinton Administration
Dby $10.1 billion over five years, shrinking it from $28.3 bitlion to $18.2 billion. The
Committee dropped entirely the Clinton proposal to provide a modest EITC to poor
workers without childeen, cutting approximately $4.5 billion. The Commitiee also
recuced the proposed expansion for familles with children by approximately
$5.5 billion. Al Families with children that qualify for the BITC, including those at
very low income levels, would receive a smaller EITC benefit urider the Finance
Comunittee package than under the Clinton proposal. More than three million
families would receive a modestly amaller EITC benefit than under current law.

As part of the actions it took on the reconciliation package, the Finance
Comimittee replaced the Administration’s gnergy tax with a substantially smaller_
trapsportation fuels tax. Serving as an offset to the energy tax was not, howmer ﬁw
sole purpose of the President's BITC proposal. Equally if not more important was,
fulfilling the pledge that if a parent in a family of four worked full-time yearround,
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.

Moreever, millions of poor households would receive no offser to the
rransportation tax. The administration’s proposal to offset the effects of the energy
tax on lowsincome households included three camponents — the EITC changes, an
inerease in food stamp penelits, and an enlargament of the low-ingome energy
assistance program. Not only did the Senate Finance Committee scale back thy EITC
improvements, but the Benate reconcliation bill includes none of the proposed §7.5
biltion food stomp increase. In addition, the proposed energy assistance increase is
moribund, a victim of the need to squeeze non~entitlement spending within the tight
trudget ceitings established by the 1990 budget agreement  The combined effect of
these developments is that millions of low-income workers would recelve no BITC
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 net eligible for the BITC, including the elderly and disabled
poor and the low-lncome tnemployed, also would receive no offset and would slip
farthet into poverty.
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The EITC propesal adopted by the Finance Committes thus has theee major
shortcomings: | .

* it falls to offsat the transportation tax for millions of working poor
houssholds. This is due in large part to the Committee’s rejoction of the
proposed EITC for puer workers without childres.

» 1t makes several million working families with children worse off than
they would be under current law, cutting their BITC by up to $77 in tax
year 1994 — and up to §55 in subsequent years — while simultanecusty
subjeching them o the transportation tax,

. 1t fails to achieve the President’s goal of lifting a family of four with a
full-time year-tound minimum wage worker to the poverty ling, even if
the family receives food stamps and the mindimum wage is indexed to
inflation, as President Clinton proposed duwing the campaign.

t

The Finance Committes and Workers Without Children

The Clinton Administration proposed that a very modest BITC be established
for childless workers with incomes of less than 33,000 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 dowsn ence income passedd $3,000 and phase owt
entively when income reached 59,000, The average benefit would be about $178.

This propesal has substantial merit, and not only 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 consumad by federal taxes rose by 38 percent among these
households). This is much larger than the increase in tax burdens borne by any other
group of househelds In any income category. (See Table 1)

This sharp tax increase occurred in large part becsuso of a series of increases in
Social Security, gasoline, alcohel, and tobacco taxea. For low-income families with
children, these regressive tax increases were generally offset through EITC
expanstons.  For poor workers without children, no offsatting actions were taken.
The resulling tax increases these workers bore were substantially larger than the
modest income tax rechactinrs they received as a sonsequence of the 1986 Tax Reform
Act.
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Changes in Federal Tax Burdens, 15680-1993
Change in the Percentage
of Income Congumed
Household Category by Federa] Toxes
Nor-eldesrly households without children
poorest fifth +38%
middie fifth 3
top fifth -3
Pamilies with ¢hildren
pourest fifth ~19%
midd]e fifth 1
top fifth 1
Aged
« poorest fifth -22%
middle fifth -14
; top filth ~11
All households
. poorest fifth 4%
Cmiddie it -2
' top fifth 3

1992 Green Boox, pp. 15267,

Sousce: Congressional Budgst Office data publishad e Housa Commnittoe on Ways and Means,
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Mt}rwver‘éaithaugii the 1986 Tax Reform Act sought to sstablish a principle
that those who work but are poor should not be subject to federal income tax and

thereby tassd deeper into poverty, the Act falled 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 wher their earnings reach $6,050, nearly

$1.500 below the poverty line for single individuals.

The new EITC for childless workers proposed by the Clinton Administration
would remedy this problem, bringing the point at which single workers begin to owe
irgome tax about 10 the poverty ling. The Finance Cormumittes’s decision to eliminate

this new cradit puts that goal out of reach. Thus, under the Finance Cominittee

package, a regresdive tax would once again be levied with no offsel provided to poor

{
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workers without children, Once more, these workers would be taxed deepaer into
poverty, i

Some have sought to dismiss the importance of the BITC for childless workers,
arguing that mast of those who would benefit are individuals in their twenties,
inchuding a substaniial number of graduate students. These assertions have been
made with no supporting data. Extensive dala on the characterlstics of the chikiless
workers who would be eligible for the Chinton 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 shudents mixing work with graduate studies.
Moze than half of thess warkers have no more than 2 high schoo! education In
addition, a new Congressional Research Service study shows that three-fifths of these
rchildless workers are age 30 or over.

The Census data alsn indicate that these workers are employed an average of
33 weeks during the vear 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 individuais who work for only a
few hours per week or a few weeks per year.

H

’ Percentage of Income Corsumad by Pederal Tanes
3’ for Differest Low Trweme Groops, 1993
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Families With Children

|
Thre Finance Committee also scaled back the Clinton Administration proposal
to expand the EI’{C for families with children. The Committee did s0 in three ways:

* The Finance Committee shaved the size of the EITC increase. When
phased in fully, the maximum BITC benefit for families with two or
more children would be $86 smaller than under the Clinton plan, The

- maximum benefit for families with one child would be $22 smaller

. The Finance Comunitter package alsu would phase down the EITC more
guickly for families that have two or more children and Incomes of
Inore than $11,000% When combined with the reducion in the size of
tl'*e maxinum benefit, the overall effect would be tq set EITC benefits
fm‘ families that have two or more children and incomes in the $11,006
t{} $27,000 range from $55 1 $200 lower than under the Clinten plan, In
addmnn, the EITC income Hmit for familiss with two or more children
u{uul;:i be set at $27,000, rather than at $28,000 as under the Clinton
plan.

H
. Finally, the Commitiee phased in the BITC increase mwre sfowly than

the Administration had propesed, particularly for families with two or
more children. Under the Clinton proposal, the increase would take full
effe;:‘; in tax year 1995, Under the Finance Commitics plan, the increase
for families with two of more children would take full effect in tax year
1996, meaning that most famities would not see the full EITC increase
u«.htil tha spring of 1997 when they filed their 1996 tax returns.

There would still be significant EITC increases under the Finance Committes
plan. The maxigum EITC benefit would rise from $1,836 o $2,040 for families with
ore child and from $1.998 o $3.315 for families with two or more children, But a
substantial number of families with one child would have their BITC benefits

|
“Thds would be the result of: setting the credit for families with fwe or more children at 39.0
parcent of the flrst $8,500 in zamings caiher than at 3964 percent as ﬁwpowd by the Clinton
Admivisteation; and setting the credit for fernilies with one child at 240 parcent of the Hrst $6,000 in
earnings rather tl~m1 at M4 parcwnt as propnsed by the Adnsisistration,

Hinder the Clmm plan, the benefits these families receive would drop $19.83 for each additinnal
$100 of Bcome.  Undue the Finance Comanitee package, theie benefits would fall $20.72 for each
additional $100 in tncome.

AL dotiar fi’ res e fhie paper are ovpressed in 1994 dolars. Under cuwren? law, the BITC
incoma St is 323,760
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recduced rather than increased. And families of four with 3 Rll-time worker would

‘be left short of the poverty line.

Farnifies Made Worse Off

More than three mitlion working families with one child would be made worse
Off. In tax year 1994, all families with one child and incomes betwsen $12,110 and
$23.760 would get a smaller EITC than they would receive under corrent law. A
Farnily with $12,600 of Income would receive a $77 smatler EITC. A family at $20,000
would get a 36 smalley ETTC. In tax years after 1994, families in this income range
would Jose $55 compared to current law. These families also would face a fax

‘increase dug to the transportaton fuels tax.

The Finance Committee proposal — like the Clinton plan — would wisely
terminate twa supplemental EITC credits now in the law that unnecessarily
complicate the EITC. These are an extra credit for families with 2 child under one
and an addinonal credit for families that pay part or all of the cost of health
insuzance 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 $55 when
compared 10 current law, while also having to pay the fuels tax.

Farnilies i this income range would bave suffered an EITC benefit ioss under
the Clinton piai\ as well, but the loss would have been smaller, Moreover, the
proposed food stamp and low-income energy asaistance increases in the Clinten
budget would have enabled 2 number of these families to offset both their EITC ioss
and their energy tax increase. As noted, the Senate reconciliation bill does not
include the Administration’s proposed Increase in food stamp benefits, and the
increase requested for low income energy assistance appears to be virtually dead.

Falling Short of the Poverty Line

Finally, t‘i’ze charigﬁs magde in the Senate reconciliation bill will leave families of
four with a full-time minimum wage worker short of the poverty lne, thereby failing
to meet one of the President’s key goals. The Clinton propoesal was designed to bring
families of four 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
earnings for 40 hours of work for 52 weeks,! plus the EFTC benefits proposed by the

et minimum wage earings equal earnings after payroll taxes are deducted.

6




Administration and current food stamy benefit levels, would Li#t a family of four just
about exactly to the poverty fine. The plan also assumed that the Administration’s
proposed increase in food stamyp bengfits would about equal the energy taxes these
families would pay, thereby preventing those raxes from pushing these families back
Into poverty.

i

Under the Senate reconciliation bill, the EITC benefits for such famllies are
scaled back by $56 compared to the Clinfon plan, And while the transportation fuels
tax 1s substantiaily 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 5200 short of the poverty ling if they received food stamps (and if legislation
te index the minmum wage is approved), For those not receiving food stamps, the
shortfall would be much grester. [t would also be graater if legislation to index the
minimum wage ultimately is not enacted.

Conchasion

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

But the low-income portions of the bill have significant weaknesses, especially
whan 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 include the Administration's food stamp proposals, the bill makes millions
of working families with one child worse off than under current taw. It also falis 1o
bring families of four with a full-ime minimam wage worker to the poverty line,
Major improvements are needed i the conference committes.
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THE WHITE HOUSE
CWASHINGTON

1

February 13, 1993

!
MEMORANDUM FOR LEON PANETTA"

‘ i \ : ‘ &
e . HAROLD ICKES &
ERSKINE BOWLES %
, &
MARK GEARAN ' LK
FROM:  KITTY HiGoms/ .
SUBJECT: - Marketing Strategy frITC And Student Loaris
S ‘

%

PO

o 1 K ' -
Attached is Treasury's proposal for promoting the EITC.

P

. Mark Gearan and [ will meet wzth the Agencys Communications teams to éiscas’sf R
implementing these ideds and others. We will invite Dave Barram (Dept. of Commerce) anid :

Fiank Greer tojoinus. . - e e . Y

.

- o7 . % ! ' |:
Piease let me know what ¢ise we can do.

. v ‘f y '-""."' | r‘ . 5 'ﬂ", ‘ Ces

O
.
)

3

On Monday, | sent you the Department of Education's proposal for marketing :the college .
loans. ) ‘ ’ C

o, I

T
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. !he credzt in a Iump szzm when thesf file their tax return.)
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= DEFPARTMENT OF THE TREASURY
: WABHINGTON, D.C, 20220

February 13, 1985

}

MEMORANDUM EOR KITTY HIGGINS
ASSISTANT TO THE PRESIDENT AND
|CABINET SECRETARY

FROM: SYLVIA MATHEWSE

- JOYCE CARRIER

SUBJECT: |EITC/AEITC

. . T
¢

The Intarnal Ravanue Semce {IRS} and the Qegartment of the Treasury ara in the
gsecond year m‘ an extensive public outreach campaign regarding the Earned.Income .
Tax Cmdtt fEi”fCi and the Advance Earned incoma Tax Cred:t (AEITC) = «: c
Last year s cutreach eff{:z‘t resulted in a 2?0% inemasa of thcsa filing for AEZ?‘C
anabling them to receive the credit in thelr paychecks. {Most penpia optto recewe

n Y N ’ * g ur *?
Thzs year we are ;}ianmng aammumcamn ef?wts to reach. b&th empiayees, and
ampioyers. The plan is 1o shaw smployers the benefits of giving their emytcyea&
the credit in advance. AEITC is good because it more directly finks the cradits
benefit with work. It also heips combat fraud by establishing a relationship:with

the emplioyer. \ R .
KEY MESSAGE: THIS IS ABOUT REWARDING WORK - o S

- " ! -+ ’ ‘
*x 4.5 million more people are eligible for an earned income c¢redit. The credit .

has been expanded 10 persons with nn quaizfymg chaidwn who have mcama . .
below $3,000, ‘ ] ot

P

-

L Low im:ome parénnswith children are stilf eiégible for the cradit.

B ﬁmpioyaas can got tha r:redft in théif payahecks mstead af wamng to f!la 8 ”

.-tax rezum

» Employers ¢an take advantags of tha opportunity 10 put more meney in-
smployes’s pockat wahaut it conting empioyers 2 dime.
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IRS/ACTIONS - 1984:

Last year 14.7 million EITC recipients recieved information regarding AEITC and the
PR efforts resulted in over 10,000 news clips ragarding the credit. While
successful in reaching employees, the IRS has develaped a national Ipublic
information, campaign. Publicity Materials inciude:

o+ TV and radic PSAs {English and Spanish}

-  EITC VMideo {Engitsh and Spanish)

v Brochurs for Employers .

» Poster

8- Camara»:eadv “drop-in" ads

.. Stuffer for. payroil, grassroots argamzazzcns

LA Buscard

. Grocezv bag art

The IRS'd extensive n&twczrk of iacal taxpaver assistance cemers guarantaes mase
matanais gemng inte the hands of thwsand$ of emp!ayem :

W Last yezr the Admrmstrat on had some ﬁucceﬁs raachmg out to bag
business on'this issua. CEOs of major corporations such as Auggie Busch
{Anheuser-Buschl, Josh Weston (ADPY, David Glass (Wal-Mart}, and Don Fisher
{The GAP) helped to spread the word about the ativance EITC option throughout
privata irsdastry? it was fairly successful, contributing significantly 1o a 270. ,
percent increass in advance EITC enrclises. szher efforts w expand the program
our underway ’

1995 STRATEGY;
T8 reach the target audiences of low-income families with qualifying children, low-
income parsons without qualifying children, businesses with lower-paid employees,

associations, congressional offices and state and local governments and federai
agencies through an infmmat{mx and educazmn campmgn :

ACTIONS:;
Community Organizations  Partnerships have been developed with dozens of

national associations {see attached fist) such as the NAACP, YMCA and community-
action agancies to enlist thelr support in educating the public aboul the expanded
credit and AEITC. Those efforts have included:

= R
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. -The Center on Budget and Policy Prorities is conducting a major nationai
campaign 1o over 15,000 associations and groups;

.- The American Bar Association is sending lettersto 500 national business
association soliciting support in promoting the cradit and is setting up tax

clinics for lower-income taxpayers around the country;
s

. .- The National Association of Neighborhauds has made contact with several
high level state officials to enlist their support in conducting state-wide
pﬁbliciw

L 22 The Tax Executiva Institute is providing information on the cradlt 1¢ fax

offzaza;s of the top 3,000 companles in North Amaerica;

L4y The LS. Pan Asmn Chamber of Cammerce i heipmg promote the tex credit
to tfwz: 2,000 members.

9053;5;5 mEAs BY}’AQMIM%ST&&{}QQ Evmlg

Every year zhe madia starts 1o focus on the IRS and tax issues ds.mng the weeks ’
leading up o &pr;i 15th. There are any number of events that could emphasize the
success of EITC in providing incentives for individuals to stay off of welfare, for

}ampieyers w add manw za workefs paychecks withcut cnstmg em;ﬂoyazs a dsme

" M i - [ '-' # )
1A Name Chang& = There has been some w?w hava advecated a name ahanga 10
samathmg that is easier to understand -- samdthing like... Rewarding Work Tax:
Credit. We could croate an event with credit recipients wh{: have improved their
lives {baught a car, down paymeni on house) because of their, additwnai wvenue,

2. Big C:ty Event — Last year, Cz’mgresaman Bt}hby Rush (O-1L) formed the
Chicago Partnership for the Earned income Credit. This group included same of |
Chicago’s largest companias ag well as cammvmtv civie gr&ups aﬁd Mayer
Rmhard {Ba oy- Hzghiaghzs mciﬁded )

LA Jawel Foad siores printed and QIC massage on 15 mﬂiwn Qrocary bags
s+ 400 EIC bus t:az'ds were piaced on the Chicago transit systam.

L 22 ‘f‘ha Asscxmatwn of erency Exchangas paswd and EfC posters in naariy
800 currency exchanges in the Chmago area i o

2 Amz;ritach published and article whic:h was sent (o millions of phone
_ sustomers. ]

An event thanking the parthership at one of the member companies ccwid be used
as a chaiiange maodal for other communities. .

k3
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3. A visit t¢ a voluntary incams tax assistance site in a low-income -
neighborhood could highlight the IRS’s effort to help working Americans recsive

the credit. Taxpayers who claimed the credit iast year could taltk abeout the
benefits, - .

4. We are working with @ number of Hispanic organizations - HispanAmerica, U.S.
Hispanic Chamber of Commerce to produce publicity materials in Spanish. Many *
issuss could be discussed by holding an event with this community encouraging
participation in the program.

&: Using the EITC/AEITC In 2 speech to a small business organization {NFIB,
SBLLY encouraging them to offer the program to their emplovees highlighting the
massage "The Advances EITC is a way for your, as an employers, to heip Uncla
Sam add extra money to your workers’ paychecks.”

8, With the issue of minimum wage is on the table, it is worth noting that the
EITC expansion amounts 10 a sybstantial increase in the minimum way, raising it
from the current leve! of $4.25 per hour to approximately $6.00 per hour. AL

speech 16 a8 union group (hotel and restaurant workers) could highlight the- |
Admmzstratnan § ccmmitment to workmg Americans. ‘

7. Re-double the effort to bring big busmess an board by hosting a CQO z,mch
foczzsmg on industries that have a large percentage of lawer income wwkers -
fetaz!ers, restaar’ants ami the haspxzaltty cammmﬁy ‘ CoL T

r
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it*s diZficuls for tha P

resident to mmke & urip. but yst yodtve Deen up
ofcen =~ .

TRE PRESYIDENT: Have besn up & coupls of times end -«

Q I'm aure goutl) maks it agsin, But say thaughts as

Fou openly sit and raflsct opon the stabe thai you say -~ and grew so
fond of? .

THE PRESIDERT: I have & couple of thoughts ~~ one that &
Just want to aay thank you again to the paoplis ol Hew Hampahiss. As I
aalef, moart of the pecple [ met I dida't even kpow whather they wers
gaing %o wvote in the Dmmouratic primezy, or net. Het whether they
sUpported ma, oF not, they teught me a It about Anerics. and they
ramatcied me that all thase isxyes we falk sbout In sbatract terms in

Washington have & human face and & real impact., And I'm desply
ingebted.

The othey thing I would say 15 thay becsuss of Hew
Hempahire's specisal status, the peopla of ¥ew Hempshize have an snormous
fesponaibility Lo the reat of the vountry. We sart &f veated in you &
rite ft reaviow that it takes a5 enormous smount of ‘civizeaship Zo
axarcise.,

*

kad [ clossd my Stats sf ths Unlen hy iatroducing thosa
five people becayss I thought in differant ways they 3ad Dsen
axtraordinary citizens. And the citizena sze s2il) mova lmportant than -~
all publlec sfficiala, isciuding the Prasident. Citlzenship is the most
imparzant job in our society. And iu's been drifting away from us. We-
can‘t sondust the businsss of citizenskip in a negative or 3 paasive -

Ty ha¥ t0 be poaigtive, agtive, aqgessive, and inveivsd. Thal dis .
the work that New Hampahire can help Ranrica do.in 1594, ;

o, thasX you, and good Luek.
G Thesk you for the time, Mr. Prasidant. Appreciats it.
THE PREIIDENT: Thanks, . '

" " . 3

END$:08 B.M. But

HORE
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MEMORANDUM FOR THE PRESIDENT 17 Vﬁ

CC: LEON PANETTA

FROM:  KITTY HIGGINS
GENE SPERLING

SUBIECT: Communications Plan for Direct Lending

For your information, this memo summarizes the Department of Education’s recent effonts o
publicize your Direct Lending program. .

Free Media

Ti;e Dcparmanz maxiai seven radza IPSAs to 10,600 radio stations in November and
the ads continue 0 run in virtually every market in the country, with a heavy
oconcentration on campus and college radio. The results of these PSAs have been
phenomenal as the Office of Public Affairs has been inundated with calls for more
informaton. The direct lending 800 numbers have received several thousand calls as
a resuit'of the PSAs.

In the z{exi few weeks, the Department will have the next generation of the ads and
will send them w0 radio outlets across the country.

PSAs havc bwn sent to 11 700 newspapcrs (rax)gmg from weeklies to large dailies)
and 1,600 campus newspapers. The ads run a¢ the discretion of the publishers; the
Department has had better success with the smaller circulation papers and the campus
papers. A copy of the ad is attached, The second wave of PSAs will be mailed in
conjunction with the new radio PSAs.

’ﬁm eranmcnt is m :im pmcess of sohemng bids for a company o pmducc
wlemwn PSAs,
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Press Release: Today, the Department mailed to the same 11,700 newspapers and
1,600 campus papers a press release written as a news feature on the advantages of
direct lendmg (attached). Many newspapers run a release like this as if it were their
own news story. The Depantment has found this to be a particularly effective tool in
gemng out our message. This same press release will be available on the :
Departmems s radio feed, which reaches 10,000 radio stations. A similar mailing this
past November generated hundreds of calls to the Office of Public Affairs requesting
addmonal information' on the direct lending program.

Two weeks ago, the Department did a targeted mailing to the same list with a press
release on a new publication, "Prepanng Your Child for College.” The publication
dxscusses the direct lending program in detail. The mzu]mg has generated hundreds of
calls and numerous regional press clips.

In addiﬁon, the Department has prepared a packet for college financial aid
administrators to generate local media. In the packet, there is a description of how to
set up a media event showing how easy it is for a student to get a direct foan. (It
literally takes a matter of minutes.} The Department also gives them direction in
planning the event and inviting the media. These locai events are designed to reach
the grassroots in a way that coverage in The Washington Post and The New York
Times can’t.

Edi];g:ials: The Department routinely place op-eds by Department officials or
surrogates in regional newspapers around the country. For example, in mid-January,
the Department placed an op-ed by former Education Secretary Ted Bell (Republican)
in more than 40 regional papers. The Department attempts to place op-eds monthly.

The Department has prepared and distributing talking points on the benefits of direct
lending to editorial writers to aid them in crafting editorials. Departmental staff is
contacting these writers individually to tout the benefits of direct lending and offer
additional information or sources who can speak positively.

College and University- Press and Radio

In addi{ion to being part of the broader mailings, the Department routinely does
targeted: mailings to this audience. These mailings aiways generate press calls for
more information. In addition, the direct lending 800 numbers usually are inundated
with requests for information.

Brown Bag Lunches

The Secretary and Deputy Secretary regularly invite reporters and columnists in to

talk about direct lending issues. Another is planned for late next week. Those that
have written favorable so far are David Broder, Mort Kondracke, Ben Wattenberg,

William Raspberry, Mary McGrory, Jack Anderson and Ed Yoder.



Events ;

Both Secretary Riley and Deputy Secretary Kunin have done numerous events over
the past year which often generate positive local coverage. For examplé, the Deputy
Secretary will visit Georgia State University this week 10 do 2 direct lending event.
She will work with a student to show how easy it is 1o get a direct loan. Reporters
will see how first-hand the effectiveness of direct lending. In many of the events,
financial aid administrators demonstrate via computer how icans are prowss&t and
éesczzbe the ease and simplicity of the new program, :

Yideo/ Cempgt&r Demonstration

i
The Department is preparing a seven-minute video {with accompanying computer
demonstration) on the benefits of direct lending witich will be distributed to financial
aid officers, University Presidents, interest groups, Department officials and others.
The video can be used to make presentations and speeches to student groups and other
interested parties.



Getting Money
for. College

and More
Affordable, Too.

Introducing the New
Individual Education Account

You know the problems with college loans.
They're a hassle to get. And you worry about how you’re
going to pay them back.

Well, there'’s something new that can help. [t's the Individual Education Account, recently
“created by the President and the Congress. [t's great for undergraduates and graduates,
too. Here's how it works:
t .
* Borrowing for college is simpler. You can get your loan directly through your college.
No more confusion sbout where 1o go for a loan. No more red wape.

= Loans are more affordable. The new direct loan program lowers fees and interest rates
for ail types of college loans.

+ You pay back as you can. You can tailor your repayment plan to match your ability to
pay. That means you can start a business. do commumity serviee, or take other jobs you
want without being burdened with a big, fixed debt early in your career.

« Refinancing is available. 1f you have more than one toan, an IEA can help you consoli-
date them and refinance in a way that makes tore sense,

l
Sound good?
Then call your financial 2id officer or 1-800-4FEDAID 1o get all the facts.

THE XEW INDIVIDUAL EDUCATION ACCOUNT
The better way fo finance ¢ college education.
B
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Now; Uncle Sam
Has a Way‘ to Help |
F lies and Students
Aﬂford College...
And Save bepayers
lzllzons

\ Intreduging New
'Individual Education Accounts

Finaily, there’s good news for families. And good news for taxpayers, (o,

New Individeal Education Accounts are here. Recently created by the President and the
Congress, they make the American dream of an affordable college education a reality for
many more young people and their famiiies who thought it was beyond their financial
reach. Here's how it works:

» Borrowing for college is simpler. Students get their loans directly though their colleges.
No more confusion about where to go for icans. No more red tape.

i
« Loans are meore gffordable. The new direct loan program lowers fees and interest rates

for ali Wpes of college foans.

s Pay baa{. as vou can. Students can tatlor their repayment pian to match their ability to -
pay. That means they con start a business, do community service, or take other jobs
. without bcing burdened with a big, fixed debt early in their careers.

« Refi nancmg is available. 1f students have more than one loan, an IEA can help consoli-
date themj and offer a refinancing plan that makes more sense.

» Taxpavers come out winners, 1oo. With streamiined procedures, IEAs will save Ameri-
gan {axpayvers billions of dollars in unnecessary costs, .

That 7s good news!
For more information. call your college financial aid officer or 1-800-4FEDAID.

THE NEW INDIVIDUAL EDUCATION ACCOUNT
The betrer way to finance g college education.

William D. Ford Federal Direct Loan Program
118 Denarmment of Education
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DIRECT LOANS WORK FOR S;I‘U‘DENTS, SCHOOLS AND TAXPAYERS

*Getting a student loan was easier than I ever imagined,” says Marjorie Collins, a
graduate student at‘Wasi’zingtaa, D.C.’s American University (AU}, She’s a single mom,
warking full-ime and attending a weekend master’s program in public affairs.

*1 made a last-minute decision 1o go back to school and was afraid T wouldn't be able
10 secure A loan in time 10 pay my m‘iti_on. And with my busy schedule, I also worried about
the time it would take to find a lender and do the paperwork. -But with direct lending, I only
had to make ciae visit to the school’s financial aid office and AU was able to process my loan
and credit my account in a few days. It was a tremendous relief.”

Students like Collins - and financial aid administrators across the country - are
praising the m-i.w William D. Ford Federal Direct Loan Program, which allows shwdents to
borrow directly from the federal government through their schools instead of through banks
and other zhwdparty lenders.

Ss&aoig cite a number of bﬁ{zeﬁts to direct ieﬁdi.ng: it's simple, with less paperwork,
less money spént on staff overtime and phone calls 1o leanders, and much quicker tuen-around
time for loan ?Mssing; improved cash flow; and flexibility to structure the loan pragzam.za-
fit their particular needs and capabilities, |

"The program is so much simpler than the FFEL (Federal Family Educatdon Loan)

program that we've completed awarding aid to 800 more students this year than we did at



-MORE-

o
the same time 'rlast year," said a financial atd administrator at SUNY-Brockport just a few |
weeks into the' program,

And at ‘:,he Université.r of Idaim; the financial aid director said, "The biggest joy of
’dimct Ien@g zis having the money ready for the students when they expect to recerve it.

Qur studems ifave definitely been the beneficiaries of better service.”

The University of Florida pointed 1o other administrative benefits: *...a happier, more
in-control financial aid staff who are better able to meet their customers’ needs and an
overall cash flow improvement for the school.”

These am just some of the comments from the 104 colleges, universities and trade
schools partici;%:ating in the first year of the direct loan program. Beginning July 1, the total
number of sch;)ols in the program will climb to about 1,400, or 40 percent of total loan
volume, as setiby law. More than 2 million students are expecied (o receive direct loans
next year.

Benefits for students were summed up by University of Michigan President James J.
Duderstadt, "With Gﬁ%»stcp shopping, students have been able to Qi:tain their loans in precord
time, By the etié of the first month of school this year, _z,he:m was a 43 percent increase over
1993 in loans éﬁgimwd and funds ziisb'ur;ed to students.” In addition to having loan money
ecarlier in the ééﬁwi term to pay fa;* books and other up-front expenses, flexible répéymmt

i

options give sﬁi&&m borrowers more control over their finances and career choices.
Stucie::ts? also report that they borrow less because it is now 50 t:asy and simple to

obtain additional funds if needed compared to the hassie under the ?’?"}21, program.
Borrowers with direct loans can open an Individual }E;inaaziozz Account (TEA), giving

them the option 10 repay their loan in one of four ways -~ and 10 swich repayment plans ag

their financial sitvations change.



The four repayment options are:

o Pay-a&y&é-can or income contingent plan -- monthly payments are based on
a percentage of annual income, family size and loan amount, with payments
rising-and falling as income fluctuates. ~

o Extended plan -- monthly payments are a fixed amount over a period of 12 to
© 30 years, depending on loan amount.

-MQRE-~
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o ! Graduated plan -~ payments are lower initially and then increase every two
: years over a period of 12 to 30 years.

o Standard plan — monthly payments are a fixed amount for up to 10 years.

'?axpaycrs aiso gain from direct lending. From the Student Loan Reform Act that
created direct loans, the government expects to save an estimated $6.8 billion from FY 1995
to FY 2000 by eliminating unnecessary payments to lenders and taking advan%ag& of the
federal gnvmixmem’s ability to borrow at a lower interest rate. The Administration’s FY
I:Q% budget proposes speeding-up the phase-in of direct loans to 10Q percent of loan volume
by academic year 1998, for an additional $5.2 billion savings ($12 billion total savings).

"We ane {ietmm:wd 1o take the expense and confusion out of how students finance
and pay for higher eézmiz{m, * said 1.8, Secretary of Education Richard W Riley. "We're
determined to_make the loan process simple, casy ami efficient, and it’s working. Both
schoois and sz'ude_nts recognize that direct lending accomplishes these goals -- and saves
billions of daﬁars at the same time, "

Last month, the Education f)epartmcnt held a meeting in New Orleans o pmﬁdé
schools who will begin direct lending in the 1995-96 school year with training and technical
assistance to gét the progam up and running szpaozizi}}. Campus officials from the 104
schools that began direct lending this year also attended, sharing their start-up experiences
and deﬁc:ﬁzin g its advantages. One benefit cited by many financial aid directors was the
importance of being in control of their own programs and funds -- an impossibility in the

guarantead student loan program, which involves over 7,000 lenders, 42 géaranty agencies



and more than 50 secondary markets. Assuming control of the loans, they said, means
cm;&zimz«s an:d adjustments are easy 1 do and the whole process flows more smoothly.
The ﬁmcxai aid director at Ohio {Imversxzy in Athens put it this way "Direct loans
put the smd&n:s back whem they belong — at t%w center. of this business. Our purpose is to
provide the bg.st service possible and to de:hvar financial aid in 2 zzmely manner. (o direct

loansi™
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