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CENTER ON Bunor:r 
AND POLICY PRIORITIES 

THE SENATE FINAI'ICE COMMITrEE'S ACTIONS 

IN REMOVING $10 BILUON FROM THE CLINTON ElTC EXPANSION 


In action on the budget !tX:ondliaHon bill lae.t Weeki the Senate Finance 
Committee scaled back It,e EITe .xpMSion proposed by the Clinton Admirrlslr.tion 
,by $10.1 billion over five years, shrinking it from $28.3 billion to $18.2 billion. The 
Committe<? dropped entirely the Clinton proposal to provide a mod""t EITC to poor 
workers without children, cutting ;tppto:ximateiy $4.5 billion. The CommittoQ al£D 
reduced the prnposed expansion for famlHt:'s with children by l'ipproximat~ly 
$5.5 billion. Allfamiti.s with children thaI qualify for the EITC, including tllost' at 
very low income lew1s, would receive a smaller EITC benefit under the Finance 
CommitteQ padagil? than unde!' tho:> Clinton proposaL More than thr-ee million 
families would receivt' a modesHy M\(\l1er EITC benefit than under current law. 

As part of the actio;1S it took on the reconciliation package; the Finance 
Committee replaced tht: Administration's energy tax with a substantially smaller)._ 1 
tra~potttl.tion fuals t<'\x. Serving AS a.n offsQt to the ~nergy tax was not, howQVQr, th~ 
SOle purpose of the President's BITe proposa.L Egually if not more important WllS, 

fulfilling the pledge thot if • parent in a family of four worked full-time year-round, 
the family should not have to live in poverty. Due to the reductions the Finance ,
CO.trun.ittEe made I.n thQ EITC proposal. this goaJ would not be met 

Morecver, million;: 01 poor h~useholds would receive no offset to the 
transportation tax, Thi? administration's proposal to offset the effects of the energy 
tax on Iow..income households included three components - the me changes. an 
;t\Ctea,e in food stamp benefits, and an eruargement of th~ :'ow-iru.:ome "netgy 
assIsrance prognun. Nor only did the Senare finance Committee scale back thll}' EITC 
irr,provements, but the Senate reconciliation bill includes none of the proposed $7.5 
billion food stamp increase, In addition, the proposed energy assistance increase is 
morib\L*<d~ a vict£m of the u>t@d to sqUl1eze non...Qntitlement spending within the tight 
budget ceiling3 e5tablbhed by the 1m budget ftgreemenL The <:ombined effei:t of 
these developments is tl\..ltt millions of [ow-lncoI:1e workers would receIve no EITC 
illcr.ase - and would have no offset to prevent the ir,creased levy on gasoline and 
otMc fuels from ta).ins them deeper into po\l~rty. Thij lArge numbers of poor who 
have rtt"J earnings M,d are not eligible for the BITe, including the elderly and di:tabled 
poor and the lOW~lncome unemployed, also would receive no offset and would slip 
farther into povetty, 
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The EITC proposal adopted by the Pin.nce Commill .. thus ha. three mojor 
shortcomings: I • 

• 	 It fails to ollset the transportation tax for millions of worl<ing poor 
households, This is due in huge part to the Committee's rqjGciion of the 
ptopowd EITC for pOOl' workklfs wltMut chUdret\. 

• 	 It makes several million working families with children worse off than 
they would be under current law, cutting their ElTe by up to $77 in tax 
,veal' 1994 - and up tn $55 in sub>equent y;;!ats - while simultMeoul!liy 
subjecting them to the transportation tax, 

• 	 It lails to acllieve the President's goal of lifting a family of four with a 
full-time year~mut'ld minimum waSQ: worker to tlw poverty line, even if 
the family ct'ce.hres food stamps nnd the minimum w~ge is indexed. to 
inflation, ns President Clinton proposed dwtng the campaign, 

! 

The Finance Commilt.e and Work"", Without Child",,, 

The C1;ntbn Administration proposed that a very modest EITC be established 
for chlidless workers with incomes of less than 59,000 per year. The credit would 
",qual 7,65 percent of their first $4,000 in earnings, providing 01 maximum credit of 
$306, The .:'redit viould phMe down orlce lncome passed $5,000 and phase OUt 
entirely when inct.~mt" reached t\9,OQO. The average benefit would be about $175. 

Thi~ proposal has substantia! merit and not only because it would offset the 
effects of th2 energy tax on these hou$:li!holds, ThG poorest fifth of houaehold5 
without children is the single sroup il\ the U,S, popwation whose f~cleral tax burdens 
Mve incr ••sed mos, since 19S0. A Congressional13udget Office analysis shows that 
tlleir overall federal I(lX burden has risen 38 percent during this period (that I., the 
propurtion of income consumed by federal taXQS rose by 38 petcent among the5e 
households). This ia much larger than the increase.in tax burde.Tt5 vome by any other 
sroup of households In any income category. (Se. Table 1.) 

This sfuirp tax increase occurred in largv part becau&Q of a series of incre~s in 
Sodal Se.:u.rity, gas.oline, alcohol, and tobacco taxe:!, For low-income families with 
children, the:;e regrf?$Sive tax im.:.reas~s were generally offset through EITe 
expansions. For poor workers without children, no offsetting actiM' were taken. 
The resulting tax increases tbe~ workers bore were substantially larger than th9 
modest heame tax reductions they r~Qived a6 a coru.equence of the 1986 Tn.x Reform 
Act. . 
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T'ble I 

Chans'. in Fod.ral Tax Burd."", 1980-1993 

Household Cate~Qr,y 

N¢n~elder1y household$ witho\.l.t children 
poorest fllth 
middle fifth 
top fifth 

FamW", with children 
poorest fifth 
middle tilth 
top filth 

Aged 
, poort:'~t fifth 

middle tilth 
1 top Bltn 

All ~u!WhQld. 
· poor(t~t fifth 
• middle fifth 

· top fifth 


Change in the PerCEntase 

of Income Cotl\ilwned 


by Fogml Io,~ 


+38% 
5 

·3 

·19'Ya 
1 
1 

·22% 
·14 
·n 

4% 
·2 
-3 

Source: Cvngressiona1 Budget Ofikw dab~ jiubli$l'Iiid if! j../ou!oo COlTImitwe on W~y~ Md Mettnil, 
ml Gr"" Book. pp. 1526-7. 

Moreover. :although the 1986 'Tax Reform Act sought to ntal:>liah ft principle 
that those who work bu: are peor ~hould not be 5ubject to federal income tIDo; and 
thereby t{l;'\cd deeper into poverty, the Act f!lUed to acJ"1Jeve this goa! for single 
workers. They ar~ the one gwup of workers who continue to pay income tax despite 
their poverty. They begin owing incomt! tax wher, thair earnings reach $6/050, nearly 
$1,500 0010\'" the poverty li.l\Oi kl' singllt individutlb. 

, 

The new BITC for childless workers proposed by the Clinton Administration 
would remedy this problem, bringing the point at which single workers begin to owe 
income tax about ,to the: poverty line, Th~ Finane/!) Committee's decbion to e1.l.minate 
this new crOKiit put'$ that goal out of tench, Thus, under the Finance Comm1ttett 
rl1cka!:;e~ t'I. ri>gressive tax would once' again be levied with no offset proVided to poor 

1 

• 
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workers without clilldren. Once more, the3~ workers would biJ t;a>(ed deepQr into 
poverty. 

Samo haJ. sought to dismiss the importance of the ElTC for childle$S worke!'!!, 
arguing that mOst of those who would benefit M9 individuals in thllll." tw@nties, 
indud.jng a substantial number of graduate 5tuden~. These assertions hove been 
made with no supporting data. Extensive data on the characteristics of the childless 
worker. wno would be eligible for 'he Clinton mc have recently become available. 
The dfltn show these <lS&I?rtioM to b\i: groundless 

Census data show that no more than two per<:ent of the childless workers who 
would be eligible for the credit are students mixing work with graduate studies. 
Mote than half of thes<) wor.kers hav~ no mote tbm a r.igh school education. In 
addition. a ne\\<" Congressional Research Service study "hows that three~fifths oj these 

r childless workers are age 30 or over. 

The CqnSUS data also indicate that these workers are employed an average of 
3-3 week..<> during the year and wt~rk mora than 32 hours a week on average during 
these weeks. They work nearly 1,100 hour:; per year on average but earn wag~ that 
average only $5,67 an hour, They are not typically indlv~duiils who work for only e; 
fitw hours per week Of a few weeks per year. , 

P~l'l!entn1:;~ of h''''~me Ccn"tllmd by r-ooeral Ti't:'*1~ 
f...t DifftH'e"t Low-I.1t-"f.Itne Crollp&. 1993 

PCfcont.&.g;G Of jm:or:"tG Consumed

Ii 

, 
i ~ , 
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I 
Familie. With ,Children 

I 
Tr.t! Pi~,ce Contmittee also scaled ba.ck the Clinton Adrni.rilistration propo'lll 

to expand the ElTe fot families with children. Tho Committee did so in thr•• ways: 
• 

.. 	 The Pittance Committee shav~ the size of the- EITC increase, When 
phased in fully, the maximum BITe benefit for fl1:nilies with two or 
more c.lUldren would be S56 smaller than u."cter the Olnton plan. ::he 
maxim= benefit f(Jt families with on~ chiLl would be $22 smaller.' , . 

• 	 The Fifl.ilnce Crurunittee }X\ckage abo would phase dQwt\ the EITe more: 
q~ickly for families that have two Or more children and incomes of 
more than $11,000.' When combiued with the reduction in the size of 
tE~ maximum benl?f~t; the overall effect would be tc set EITe ber,efits 
fur families ~hfit havt: two or more childnm and incomiilg, in. the $11/000
to $27,000 range from $56 to S200 lower than under the Clinton plan. In 
o(!dition, Ute EITe income limit lor families witt> two or more ctUlc.ren 
would b. ",t at $27,000, rather than at $28,000 as under the Clinton 
pian.', 


i 

• 	 Fin.lly, the Committee phased in the ElTe Increase more slowly than 

the Administration had proposed, particularly for families with two Or 
,n}ora cl1ildrQn. Under thf1 Clinton proposaL the increase would take full 
effect in tax yeM 1995. Under the Finance COll",mithilQ plan, the increaoo 
for families with two or more chilc.ren would take full effect In tax yeAr 
1996, meaning that most families would not see the ,u~ EITC increase 
until the >pring 01 1997 when they med their 1996 tax returns. , 

There would still be slgruficant EITe increases under the Finance Conunittec 
plan. The maximum ElTe benelit would rise from 51,836 to 52,040 for families with 
or.• child and from $t~98 to $3,315 lor families with two or more children. But a 
5ubatantial number of larruli>l's with one child WOUld have their EITe benefit!> 

I 
I 

'nib would be the result (:.1: :oetting th~ credit (V! f(tmilie~ with twQ or rnvrl:'- dlildten At 39.0 
p€rcmt of the first $8,500 in e4things ral.lil.t! thnn at 3'1,/% percent as rrQPo~ by thQ Ointort 
Administration; t'\I1d ~etti,)s flu!: cred1t fur fumil~ with onw child M 34,0- pgfCQnt of the jjr~t $15,000 in 
edl"ltinst' rnth¢f tfldl\ at 34.4 p"rc;,mt .,~ p,..~pt)litld by ihl,) A";rI;i;)i<>iraiic.e). 

, 
'Under lhl! Clin!.(rrt plan, the ~ht th<;6-e fatnlliQS. wee!....\: wI)l,Ild drop $19.83 for each .additional 

$100 of in.com~. \.h'ki.tf \h; Fu,;m((; C.)mmltwe pm.:ka)o1;lJe their ben.ems WQuid fan $20,72 fur each 
aru;it\(tnll;l $100 ~ i.m:om,," 

. 3AU do.n.~t tikure~ in Ihi. f!.;$f!fir at'" c~prt>'H&1ln 1994 dullar». Under current taw, tilt: E1TC 
11'\::.offiQ limlt lr. 'i.23,7W. 

5 



. , 

reduced rather than increased. And families of four with a full-time worker would 
'I>. left .hort of tb. poverty line. 

Families Made Worse Off 

More thtln three mlUion working families with one child would be made worse 
off. In fax rear lcrJ4, aU familie!} with one child and mcomes bOltw.een $12/110 and 
$23,760 would get a smaller BITe than they would receive ""der current Inw. A 
family with $l2,600 of income would )'ecelve a $77 smaller EITe. A lamily at $20.()()(] 
would gat a 556 smaiwr EITC In tax year5 after 1994, families in this income range 
would lO$e $55 comparf"ci to ~urrent law. The"", fam..ilies also would face a tax 

·increase due to the transportation rllei5 tax. 
, 

The Fi",,;';. Committee proposal - Uk. the Clinton plan - would wisely 
terminate two supplemental BITe credits now in the law that unnecessarily 
complicate the EITC These ,1[11' an extra credit for families with a child under one 
and an additlcnal credit for families that pay parr or ail of the cost of health 

, insurance prewJums that cover i1 chHd. But this means that fantilies with one child 
that now receive eith"r of thl!se credits. - il11d have income in the $12,000 to $23,760 
range - would have their ElTe reduced by significantly n\Ot€ than $55 whim 
compared to current 1aWr while also having to pay the Neb tax. 

ramill~s :.in this income range "'Quld have suffered an E1TC benefit lOSS under 
the Clinton plru'\ M welL but Ule loss would ha\:it be-en SlllaHer, Moreover, the 
proposed. food stamp and low·incorue energy tl:;t!l;')tartce increOl$~S in the Cllntcn 
budget woald have enobled a nt..:.mber of these r;lmilies to offset both their EITe iDs5 
and their energy tax increase. As noted, the Senate reconciliation biH does nOt 
include the Admln.istration~s prop'..)sQd increa£e jn food stamp benefits, and the 
increase requested for low income energy assistance appears to be virtually dead. 

Fruling Siurrt of lite Poverty tine 
. 

Finally, the changes made in the Senate recof\ciliation bill will leave familil?6 of 
four with a full~time minimu:n wage wotl<ef short of the poverty line, thereby failing 
to meot!t OtlQ of the ProsidMt'S key goals. The Clinton proposal was designed to bring 
families of four with Ii full-time w',)rker to the po\t~rty line if the family also received 
food stamps, This plan was based 0)1 caiculatiDn.., showing that net minianun wage 
earnings for 40 hours of work lor 52 w0eks,' plus the EI1'e benefit:; propo:!<d by the 

6 




Administration and current food "amp benefit Ie vet.., wollld lift. family 01 four just 
about exactly to the poverty line, The plan a150 assumed that the Administration's 
proposed incr~ase in food stt:np benefil~ would about eq1Jai the energy taxes these 
f~milie$ would pny~ tharQby ptEwnting t:l.t15e t3.Xe!i from pushing these families back 
into poverty. 

, 
Under the Senate reconciliation bill, the BITe benefits for such famIlIes are 

scaled back by $56 compared to the Oinlon plan, And while the Iransportation fuels 
tax IS substantially smaller than the Clintcn energy tax, the offsetting food stamp 
increase 1«15 disappeared entinily. As a result, these families wollld be left about 
$!50 to 5200 short of the poverty line if they received food stamps (and if legislation 
to index the mlrUnl,lffi was~ is appI'o\!ed). For those not receiving food stamps, the 
shortfall would be mueh greater. 1: would "Iso b'J St4'!ater if 1l?8isiation to index the 
min.imum wage ultin.iately i.s not enactet.i. 

Conclu,ion 

TIle Senate reconciliation bill achieves major progress in reducing the deficit 
and does so itt a progressive manner. The overwhelming bulk of Jts revenue 
increases would com" from those at high income levels. In additionr the bill still 
includes a sizable EITC ,:"'·pl\n.~ion. 

, 
But the low·income portions of the bHl have Significant weaknesses, especially 

when compared to the House bill und the Ointon budget, By deleting the ElTC 
expa:.sion fox: poor workem with0ut children, the hUl rmdges these workers deeper 
into poverty. By scaling back thE' EITe explU~lQn for families with clUld:t'1ID and 
failing to include the Administration's food stamp proposals, the bill mok.. millions 
01 working families with one child worse off than under cutrent law, II also falls to 
bril'lg fdmillee of four with a full~tillle minimum wage worker to the poverty line, 
Majer improvements are l1L"ed.ed tt' the c{lI''Ii'erenco eorru:nittJaQ, 
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THE WHITE HOUSE 

OFFICE OF DOMESTlC POLICY 


CARot H. RASCO 

.Aui,hml fo liw I'rf.!Sldfnt /m iAnwYlr P(;i{ry 


P!ca.., rcpiy rl""";l~v 10 the wriwr 
I(QDY (0 CHR) by: ~_____ 

!'lease advise bY: ___________ 

ll!t's disC\l,S: ______ 

fo' yuu' ,'l(",malUm: _______~___~_~~_____ 


Reply u~lrg reff)' CotV.:;, _____ 


File; ___~--_--
\ Ser;d copy In !oligill.ll to CHR\: _~_____________ 

So::hcdule 7: o AC(ept o Pending 

R@:marlw _____ ___ ________~ ~ 
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THE WHITEHOUSE 

WASHINGTON 

February 15, 1995 

MEMORANDlJM FOR LEON PANETTA' 

CC: 	 HAROLD 1CKES 
ERSK1NE BOWLES 
MARKGEARAN 

FROM: 	 KITTY H(GGlN~~' . 

SUBJECT: . 	Marketing Strategy f~rWlTC And' S~dent'Loans , , 

. 	 . 
On Monday, I sent you the Department of Education's proposal for marketing:the college'~ 
loans. , . r' , ' 

Attached is Treasury's proposal for promoting the.EITC. 
,.. ..... I· 	 .. " ' . .~:' .', . . 

. ,.. 
. • . • 	 I' 

Please let me know what else we can do. 
I 

-- '- .-.
I 

.... 

, . 
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DEPARTMENT OF THE TREASURY 
WASHaNGTON, D.C. 2.0220 

February 13, 1995 

I 
MEMORANDUM FOR KITTY HIGGINS 


,ASSISTANT TO THE PRESIDENT AND 

'CABINET SECRETMY 


. SYLVIA'MATHEW{'~FROM: 
• JOYCE CARRIER ~v 

SUBJECT: :.EITCIAEITC 
" 

The Internal Revenue Service (IRS) and the Department' of\he Treasury are in the 

second year :of an extensive public outreach campaign regarding the Earned:lncome 

Tax Credit (~ITC) andthe Advance Earned Income Tax Cred,it (AEITC,) '. ';,' ," ,." 


Last year's ciutreach effort resulted in a 270% Increas~ of'those filing for AEITC', '.' 
enabling them to receive the credit in their paychecks. IMost people opt to receive " ' 
the credit in a lump sum when they file their tax return,) . ..' ....,.;::.:,. >' 

t ",' ,'. !. ." ".'.,' ...~ " . ," ". 	 ·,t.;::::~_,>·-~;~;.h_ 

This ye.r we are pla~ning communic~tion effons to r.ach. both employees, and, .. '",;¢'. 

employer., The plan is to show amployers the benefits. of giving their .mploye~. 
the credit in ·advance. AEITC i. good because it more directly links the credits 
benefit with wo'rk, 'It also helps combat fraud by establishing a relationship:with 
the employer, 

.. 
\' 


!<EY MIiSSAGE: TH.IS IS ABOUT BliWARDINGWOflK 
 .....-. ­
" 	 , 

... 	 4:5:million more people are eligible for an earned income ,credit. The credit , .. 
has been expanded to persons with rio,qualifying children'who have inc~me' ", 
below $9,000, .. ' . " ' ",, -	 .: ..., 

. '
, . 	

' .. ,~, ."•• 	 Low 
. 
income persons 'with children are , stiff eligible for the credit. . ':: .' -".-, 

.• '" 	 Employe•• can gat the credit in thei, paychecks instead of waiting to file a 
..tax. return . 

• ' 	 Employers can take advantage of the opportunity to put more money in' 
employee's pocket witnout it costing employers a dime. 
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lMlACTIONS - 1984: 
, 

Last year 14.7 million EITC recipients recieved information regarding AEITC and the 
PR efforts resulted in over 10,000 news clips regarding, the credit, While 
soccessful in reaching employees, the IRS ha. developed a national Jpublic 
information, campaign. Publicity Material •.Include: 

.' TV and radio PSAs {English and Spanishl 
e" EITC Mdeo IEnglish and Spanishl 
e' Brochorefor Employer•. 
• Poster 
., Camera-ready "drop-in" ads 
• ~ Stuffer fOT. payroll, grassroots organizations 
•• Bu.card 
•. Grocery bag art .. 

The IRS's extensive network of local taxpayer a'ssistance cent~rs guarantee's these 
materials getting into the hands of thou$snds of employers.: , 

Big Byron.ss Last year the Administration had some ,uc~.$. r.s';hing out to big 
business on'this issue. CEO! of major corporations such'as AU9gie Busc-h 
(Anheuser-Buschl, Josh Weston IAOPI, David Glass IWal-M.rtl, and Don Fisher 
(The 'GAP) helped to spread the word about the advance EITC option throughout 
private industry. It was fairly successful, contributing significantly to a 270, 
percent increase 'in advance EITC 'enrollees. Further efforts to expand the p.,rogram 
OUf underway. 

1995 STRATEIiY: 

T5 reach the targot a'udlences of low-i~eome families with qualifying children# Tow.. 
income persons without qualifying children, businesses with lower-paid employ ••s. 
associations, congreSSional offices and state and local governments and federal 
agencies thrQugh an information and education campaign. 

~ , - . ." 

li,CTIONS; 

~unl!V. Qrgan(J:ations Partnerships have been developed with dozens of 
national associations (see attached list) such as the NAACP, YMCA and community, 
action agencies to enlist their sup-port in educating the public about the expanded 
credit and AEITC. Tho.e effort. have included: 

•, .. 
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• 	 ,The Center on Budget and Policy Priorities rs conducting a major national 
campaign to ovar 15 1000 ass~ciations and groups; 

•• 	 The American Sar Association is sending letters'to 500 national business 
association soliciting support in promoting the credit and is setting up tax 
clinics fOf lower~income taxpayers around the country; 

i 

• 	. The National Association of Neighborhoods has made contact with several 
high lf1vel state officials to ~nJist their support in cor:ducting state-wide 
publicity. 

, I 

." 	 The Tax Executive Institute is providIng information on the credit to tax 

offiela'is'of the top 3,000 companies in North America; 


I 	 ' 
.~ 	 The U~S, Pan ASi,an Chamber of Commerce is helping promote the tax credit 

to their 2,000 members, 

POSSIBLE TREASUR,(lADMINISTRATION EVENTS 

Every yea~ t~e .r1]Gdla starts to focu~: a!' the iRS and tax issues during the ~~eks 
leading up to April 15th. There .reanv number of events that could emphasize the 
success of EITC in providing incentives for' individuals to stay off of welfare, for 

, ,employers to'-add money to workers' paychecks without costing employers a dime. . ,r 	 . '. , 
'. 	 ' ' :" 

,L A Name Change .. There ha. be.n some who have advocated a name change to 
something that Is easier to understand •• somothing Ifka". Rewarding Work Tax' 
Ciedit. We CQuid create an event with credit recipients who have improved their 
lives (bought a- car I down payment on houss) because of thei" additional revenue. 

2. Big City Event:· Last ye.r, Congressman Bobby Rush (D· ILl formed the 
Chicago Partnership for the Earned Income Credit. This group included some of 
Chicago's largest companies .s well as community, civic groups and Mayor 
Richard Dal.y. Highlights included;, ' , ' 

.' 	 Jewel Food .tor•• printed and Eic message on 15 million grocery bags. " 

.~, 	 400 EIC bu. cards were placed on the Chicago transit system. 

• :.. The Association of Curr~ncy ExchangEl$ posted and EIC' posters in nearly 
:'800 .currency exchanges in the Chicago ar •• 

, .~'. 	 Ameritech published and article which was sent to millions of phone 

customers, 


An event thanking the partnership at one of the member companie. could be used 
as a challenge mode! for other communities, ' 
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3. A visit to a voluntary income tax assistance site in a fow-income . 
neighborhood could highlight the IRS's effoft to help working Americans receive 
the credit. Taxpayers who claimed the credit last year could talk about the 
benefits, 

4. : We are working 'with a number of Hispanic organizations ... HispanAmerica t U.S. 
Hispanic Chamber of Commerce to produce publicity materials in Spanish, Many 
issues could, be discussed by holding an event with this community en~ouraging 
participation in the program. 

0: Using'the EITCIAEITC in a speech to a small business organization (NFIB, 

SBLC) encouraging them to offer the program to their employees highlighting the 

message "The Advance EITe is a way for your, as an employers, to help Uncle 

.Sam add extra money to your workers' paychecks ... 

6, With the issue 01 minimum wage is on the table, it is worth noting that the 
EITC e)(paoS:ion amounts to a substantial increase in the minimum way. raising It 
from the current level of $4,25 per hour to approximately $6,00 per hour: A'· , 
speech to a union group (hotel and, restaurant workersl eould highlight the' 
Administ'ratioo's commitment to working Americans. , " . - .... 

'7: ,R~:double the effort to bring big business on board by hosting a CEO lunch ..
" 

focusing 00 industries that have a large percentage of lower income workers ~­
retailers. restaurants a,nd the hospitality community. 

, , " . .'.'., ," ' .. ~'. ' " 

, " " " 
'":' , ,,.., 

, , ' 
, ' 

. '. 

, ' 
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, . 	 - , ­.•,-

it'3 difficult for tho Pro~id~t to m.k. " trip. but y.t you've been up 
otten. -~ 

THE VRE$lDENT: Have be.n up • couple ot tlmo. end ~~ 

Q I'J:I ~ur. you'll 1I\olli)t. it &.;&11"1. But .ny thouqr.t.t 11.1 
you openly 3it aftd retlect. upon the stete that you say -- ~d qtOW 40 
fond on 

Ttt& P~!OENT:, t ~v. _,couple of thouqht, -- one thAt I 
jU5t want to :u.y thAn" IOU 494in to tho filtupl. ot N_ HUlpJhiro, As I 
uie!. IIiOst \')f the poop. t 1JlII1t. I didlt't; .wm knoW' whethet they were 
90inq ttl -vee. in tho Oe.aIQca:atic prWty. Of: not:. But whether they
supporte" IU, or not. they tf,uqnt 1M .. lot .bo\lt ~dc:.. And they 

,, 	
remuu1.d '" t;h,u dl. th.". iUuoa w. talk mue. in abAtract tllitu in 
Wuhinqt:on Iulft • hWDan t.C" lind. ual i=p:Ict. And. t'm d••ply
indebted. 

The other thlnq I would .,.y h thaI; becausa of «ew 
He.:mp,hiJ:e', s~ci.tl 41:41:1», ehe people of Hew fiAttlP.hi::. h..... an. enol:ll!lm, 
respousibility to ~h6 t03t ¢f the Coun~4Y" w. s¢tt ¢f ve3t~ in yu~ « 
tit. ot: uvi_ that it Uke$ at\. enOrlflQUS amount of 'citheMhip to 
e:.:e4<::i38. 

And t clo,~ ~y State ot the union hy introduei~ tho$e 
five people because 1 thouqht in Oitterent wtY3 they b~ baen 
u.tr.tot'4inAry cithl''''. And. the citizon.ll ere still IlIOl'"tIO illlpOthnt thlu·· 
all public ctficiel.t. ineluOinq the Pnsi<hmt. Cltiut!..llM.p is the ~t 
!.mpar>:ent jOb in ¢ur /Jociety. And it's bflln dJ::ittlnq eway trOlll us. We' 
esn't !;onduct the bu.ineu of citi%eMhip in .. lleqet:ive or e pu.ive" 
way. It hu to be p!JsitiH. ective, eqqteuive• .nd involHd.. 'thet is " 
the work tbtt Hew U~shir. cen help ~rice do in 1996, ' : 

So, thank you, 	 Ahd quod luek• 

.0' Ttl.lIX you tor the tiQ, Hr. pruident.' AppnciAte it. 

rnz PAE3IOENT: ~nks, 

ENDilOB ~.M. EST 
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THE WHITE HOUSE 

WASHINGTON 

February 13, 1995 

INfORMATION 

MEMORAND.UM FOR THE PRESIDENT 

CC: LEON PANEITA 

FROM: 	 KIITY HIGGINS 
GJ!NE SPERLING 

SUBJECT: 	 Communications Plan for Direct Lending 

For your information, this memo summarizes the Depanment of Education's iecent efforts to 
publicize your Direct Lerufuig program. 

Free Media 

Radio Public SeMte Announcements: 
The Department mai!ed seven radio PSAs to 10,600 radio stllions in November and 
the ads continue to run in virtually every market in the country, with a beavy 
concenq:ation 	on campus and college radic. The results of these PSAs have been 
pbenomenal as the Office of Public Affairs bas been inundated with calls for more 
infonrultion. The direct lending 800 numbers have received several thousand calls as 
a result' of the PSAs. 

In the n'ext few weeks, the Depanment will have the next gen=tlon of the ads and 
will send them to radio ouUets across the country .. 

Newspaper Public Service Announcements: 
PSAs have been sent to 11,700 newspapers (ranging from weeklies to large dailies) 
and 1,600 campus newspapers. The ads run at the di=tion of the publisbers; the 
Depanment has had better success with the smaller cin:uJation 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 radin PSAs. 

Ieleyjsion Public Smite Announcements: 
The Depanment is in the process of soliciting· bids for a company to produce 
televisiOn PSAs., 

http:MEMORAND.UM


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 lending (attached). Many newspapers run a release like this as if it were their 
own news story. The Dep;inment has found this to be a particularly effective tool in 
getting' out our message. This same press release will be available on the 
Depanments'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 
additiohaJ information on the direct lending program. , 

, 
Two weeks ago, the Department did a targeted mailing to the same list with a press 
releaseion a new publication, 'Preparing Your Child for College.' The publication 
discusses the direct lending program in detail. The mailing has generated hundreds 'of 
calls and numerous regional press clips. . 

In addition, the Department has prepared a packet for college financial aid 
admirtistrators to generate local media. In the packet, there is a description of how to 
set up ~ media event showing how easy it is for a student to get a direct loan. (It 
litera11y takes a matter of minutes.) The Department also gives them direction in 
plarming the event and inviting the media. These local events are designed to reach 
the grassroots in a way that coverage in The WashinlOon Post and The New York 
TImes can't. . 

Editorials: 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 Seeretary Ted Bell (Republican) 
in more than 40 regional papers. The Department attempts to place op-eds monthIy. 

The Department has prepared and distributing talking points on the benefits of direct 
lending to editorial writers to aid them in crafting editoriaJs. Departmental staff is 
contacting these writers individually to tout the benefits of direct lending and offer 
additiOJla1 information or sources who can speak positively•. 

I 

College and University· Press and Radio 

I 
In addition to being part of the broader mailings,the Department routinely does 
targeted· mailings to this audience. These mailings always generate press ca1ls for 
more information. In addition, the direct lending 800 numbers usually are inundated 
with requests for information. . 

Brown Bag Luncbes 

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 example. the Deputy 
Secretary will visit Georgi~ State University this weel< to do a direct lending event. 
Sbe will work with a student to show bow easy it is to get a direct loan. Reporters 
will see how first-hand the effectiveness ofdirect lendJng. In many of the events. 
fllla!lclal aid administrators demonstrate via computer how loans are processed and 
describe the ease and simplicity of the new program. . 

VideoiComp'!'er Demonstration 
, 

The Depanment is preparing a seven-mJnute video (with aw>mpanying computer 
demonstrntion) on the benefits of direct lending which will be distributed to financial 
aid officer.!, University Presidents, interest groups, Department officials and others. 
The video can he used to mal<e presentations and speeches to student groups and other 
interested parties. 

, I 



Getting Money 
f or ,,,College. 
Just Got Simpler ... 
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. It's the Individual Education Account, recently 
created by, the President and the Congress. It's great for undergraduates and graduates. 
too. Here's how it \\'Orks: 

• Borrowing/or college is simpler; You can get your loan directly through your college. 
No mcirei: confusion about where to go for a loan. No more red tape . 

., 	 Loans are more affordable. The new direct loo.n program lowers fees and interest rates 
for all tyPes ofcollege loans. 

, 

• 	You pa,v pack as you can. You can tailor your repayment plan to match your ability to 
pay, That means you can stan a business. do community service. or take other jobs you 
want without being burdened with a big, fixed debt early j~ your career. 

• 	Re/immcing is available. If you have more than one loan. an lEA can help you consoli­
date them and refinance in a way that makes more sense, 

I
Sound good? 

Then call your financial aid officer or 1-80Q-4FEDAID 10 get all the facts. 


THE NEW INDIVIDUAL EDUCATION ACCOUNT 
The better way /0 finance a college education. , 



Introducing New 

, Individual Education Accounts 


Finally, there's good news for families. And good news for taxpayers. too. 

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

• Borrowing/or college is simpler. 	 Students get their loans directly though their colleges. 
No more confusion about where to go for ioans. No more red tape, 

, 
• 	LQans are more affordable, The new direct loan program lowers fees and interesf rates 

for all types of college loans. 
I 	 . 

, Pay backas you can. Students can tailor their repayment plan to match their ability to 
pay, ~at means they can start a business. do community service, or take other jobs 

, without being burdened with a big, fixed debt early in their careers. 

'. : 
• Refinancing is available, If students have more than one loan. an lEA can help consoli­

date them' and offer a refinancing plan that makes more sense. 
I, 

• 	Taxpayers come oUf winners, too. With stre3fIllined procedures, lEA's will save Ameri­
can taxpayers billions of dollars in unnecessary costs. 

That is good news! 
For more information. caU your college financial aid officer or 1-800~4FEDAID. 

THE NEW INDIVIDUAL EDUCATION ACCOUNT 
The better way to finance a college education. 

WitHam D. Ford Federal Direct Loan Program 
U.S. Depanment of Education 
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FOR RELEASE Cont4Ct: Jane Glickman (202) 401-1307 
k:Ishared\nddrairs\yead!' tl Stephanie Babyak (202) 401-2311 
"*Add Univ. of Calif. exampl.·· 

DIRECT LOANS WORK FOR SThllENTS, SCHOOLS AND TAXPAYERS 

•Getting a student loan was easier than I ever imagined,' says Marjorie Collins, a 

graduate student at Washington, D,C.'s American University (AU), She's a single mom, 

working full-time and attending a weekend master's program in public affairs. 

'I made a last-minute decision to go back to school and was afraid I wouldn't be able 

to secure a loan in time to pay my tuition. And with my busy schedule, I also worried about 

the time it would take to fmd a lender and do the paperwork- _But with direct lending, r only 

had to make one 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 fmancial aid administrators across the country - are 

praising the new William D. Ford· Fedeml Direct Loan Program, which allows students to, 

borrow directly from the federal government through their schools instead of through banks 

and other third-parry lenders. 
1 

Schools cite a number of benefits to direct lending: it's simple, with less paPerwork,
I . 

less money s~t on staff overtime and phone calls to lenders, and much quicker tum-around 

time for loan precessing; improved cash flow; and flexibility to struetere the loan program to , 
fit their particular needs and capabilities. 

'The program is so much simpler than the FFEL (Federal Family Education Loan) 

program that we've completed awarding aid to 800 more students this year than we did at 
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the same time 'last year," said a financial aid admini.trator at SUNY-Brockport ju.t a few 
I 

weeks into the' program.
, ,, 

And at the University of Idaho, the financial aid director said, "The biggest joy of 
I 

direct lending is baving the money ready for the students 
' 

when they expect to receive it., 
! 

Our .tudents bave defmitely been the beneficiaries of bener service. " 

The University of Florida pointed to other administrative benefits: " ... a happier, more 

in-control ,mancial aid staff who are better able to meet their customers' needs and an 

overall cash flow improvement for the school. " 

These are just some of the comments from the 104 colleges, universities and trade 
i 

schools participating in the first year of the direct loan program. Beginning July I, the total , 
I 

number of schools in the program will' climb to about 1,400, or 40 percent of total loan 

volume, as .etiby law. More than 2 million students are expected to receive direct loans 

next.year. 

Benefits for students were summed up by University of Michigan President lames I. 

Duderstadt. 'With one·stop shopping, students bave been able to obtain their loans in precord 

time. By the end of the fim month of school this year. there was a 43 percent increase over 

1993 in loans originated and funds disbursed to students." In addition to having loan money, 
earlier in the ~chool tenn to pay for books and other up·front expenses. flexible repayment ,

•options give student borrowers more control over their finances and career choices. ' 
I 

Students also report that they borrow less because it is now '0 easy and simple to, 

obtain additional funds if needed compared to the hassle under the FFEL program. 

Borrowers willl direct loans can open an Individual Education Acco~nt (lEA), giving 

them the option to repay their loan in one of four ways .- aad to switch repayment plans as 

their financial situations change. 



The four repayment option. are: 

o 	 Pay·as-you.tan or income cOlltingent 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 10 
, 
, 

30 years, depending on loan 
' 
amount. 

·MORE­
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a 	 I Gradual~d plan - payments are lower initWly and then increase every two 
; years over a period of 12 to 30 years. 

o 	 I Standard plan - monthly payments are a fixed amounl for up 10 10 years. 

Taxpayers also 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 lender.; and taking advanmge of the 

federal government's ,ability to borrow at a lower inierest rate. The Adrninistratinn's FY 

1996 budget proposes speeding-up the phase-in of direct loans to 100 percent of loan volume 

by academic year 1998, for an additional $S.2 billion savings ($12 billion total savings). 

'We ate determined to talre the expense and confusion out of how students finance 

and pay for higher education," said U.S. Secretary of Education Richard W. Riley. 'We're, 

determined tO,make the loan process simple, easy and efficient, and it's working. Both 

schools and students recognize that direct lending accomplishes these gnals - and saves 

billions of dollars at the same time." 

Last month, the Education Department hold a meeting in New Orleans to provide 

schools who will begin direct lending in the 1995-96 school year with training and reelmical 
assistance to get the program up and running smoothly. Campus officials from the 104 

schools that began dire<:t lending thls year also auended, sharing their start-up experiences 

and describing its advantages. One benefit cited by many fmancial aid directors was the 

impormnce of being in control of their own programs and funds - an impossibility in the 

guaranteed stunent loan program, which involves over 7,000 lenders, 42 guaranty agencies 



and more than 50 Secondary markets. Assuming control of the loans. they said. means -
corrections arid adjustments are easy to do and the whole process flows more smoothly. 

The financial aid director at Ohio University in Athens put it this way: "Direct loans 
•
• 

put the students back where they belong - at the center of this business. Our purpose is to 

provide the be.t service possible and to deliver fmancial aid in a timely manner. Go direct 

I
loans!" 

1111# 
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