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DEPARTMENT OF THE TREASURY 


WASt:tINGTON,.O,C.20220 


June 20, 1997 

MEMORANDUM FOR SECRETARY ROBERT E. RUBIN 
. DEPUTY SECRETARY Su"MMERS 

I~ 	 .FROM: 	 KARLSCHOL 
DEPUTY ASSIS . SECRETARY (TAX ANALYSIS) 

,, 
SUBJEcr: EITC and Child Credit Stacking Order in the Finance Committee Bill 

I 
There is a lot ofconfusion about what was done in the Finance Committee on the EITC and 

chJld credit slacking. We believe that Chairman Roth and others in the committee misstated the 
content of the EITC change Thursday night. We were told that families could take half the child 
credit, then take the EITC. and then reckive the remaining portion oftheir EITe. What in fact, 
was done IS have families calculate halflheir EITC, then take the child credit, and then take the 
other half of the EITe, This discrepancy makes a major, unfOl1UMle difference in the 
progressivity of the proposal, 

Stacking the child credi! before the,EITC. as we propose rather than after the EITe, would 
cost roughly $10 billion more over 5 years. Adopting the "haJfuay" measure that we prefer (half 
1he child credit first) would cost in the neighborhood of$6 binton more. The halfuay measure , 
that was adopted by 1he Senate Finance Committee will cost roughJy $2,.5 billion more, 

A couple examples illustrate the imbortance of this issue. 

I 
o 	 A lwo-parent family with two children making $20,000 would have a standard deduction 

and personal exemption, of$18,500in 1999, and taxable income of$I,500. This family 
would pay $22.5 of income tax.e's. They would pay·$I,530 in payroll taxes and thdr 
employer would pay another $I',530 in payroll taxes on their behalf. Their EITC would 
be $2,300, There are three points to make from this example: , 

I 
First, the Senate Finance Committee's measure that stacks half the EJTe before the 
child credit ensures that thi's family recejye$ DQ benefit from the child credit. \Vith 
the alternative measure (st~cklng half or all the child credit before the E1TC), the 
family would receive $225 :ofchild credit, 

Second, the stacking orderiofthe child credit only affects families who have positive 
federal tax liabilities. Twc;.;..lparent, two-child famities, for example. will only start 
paying taxes in 1999 when their incomes: exceed $18,500. Stacking order is: no 
longer an issue when the combined value of the cruld credit and ElTe is less than the 
amount of federal tax Jiabil:ty. For the two-parent, two-c~ild example, this occurs at 
roughly $28,500 of income. 
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I 	 . 
The stacking order debate is not about families on welfare, It is about how we 
want to treat working families with children who have incomes between $18,000 
and $28,000 oflncome~ . 

Third, families with incomJ between S18,000 and S28,000 pay more in payroU and 
income taxes than what thty would get from the EITC and child credit, even when 
stacked the way we would like. Tbe family in the example giveo above pays $225 in 
federal income taxes and $j,060 in employer- and employee-paid payroll taxes. 
They would receive a $2,300 EITC and possibly a $225 child credit .. The analysis 
does not account for other Inajor taxes SUGh as federal excise taxes on alcohol. 
tobacco, and gasoline, or state and local sales, property and income taxes, 

, 	 . I· 
n 	 A two-parent family with two children making $25,000 would have a standard deduction 

and personal exemptions of $18:500 in 1999, and taxable income 0($6,500. This family 
would pay $975 of income taxes. They would pay 51,912.50 in payroll taxes and their 
employer would pay anolher $1 ,91250 in payroll taxes on their bebalf. Their BTC 
would be $1,042. I 

Stacking the chi[d credit after ha1fthe EITe, as in the Senate Flnance COrnrnlttee 
bill, the family would get a ~hild credit of $454. , 

I 

Stacking the E1TC afier halftbe cbild credit, as we thoughl the Senate Finance 
Comminee was going to do: would generate a chi1d credit of$500. 

I 
Stacking the child credir before the EITe, as we would like to see happen, would 
generate a child credit oB1,000. 

I 
This family would pay $1,800 in federal income taxes and the employer and 
employee share ofpayroll taxes. Their combined EITC and child credit (if 
stacked the way we would like) would be $2,042. Again, tax payments for these 
families sharply exceed v:.hat they would receive in credits,. , , 
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The EITe and Taxation of Low Income Workers 
I 	 ' 

EIIC recipients and other low income workers are taxpayers. About &5 percc~;~ of EITe 
payments offset the Federal tax burden of low and moderate income families, This figure 
does not reflect the myriad 5t4te and local taxes paid by these workers. 

I 
• 	 The BITe and child credit a,,; not welfare. In fact, a child credit, like the ElTe would 

belp workers stay in the laboriforce and offofwdfare, by Increasing their take-horne pay. 
The EITC IS currently the only credit designed to offset high marginal tax rates inherent in 
the social security and welfaf~ systems; as such, it is a cornerstone for welfare refOon. 
Dickert et at. (1995) estimated that ElTe increases between 1993 and 1996 would induce 
5J6,OOO families to move from welfare to the workforce, saving $2 billion per year (net of 
the increase in EITe payments, to these families). 

I 
• 	 Unlike welfare, the ErTC helps low and moderate income workers wLthout a special 

bureaucracy. If there were nolElTC, nearly all EITC recipients would still file a tax return 
(either because they would be ~required to me, or because they would want to obtain a 
refund of withheld taxes), and 'IRS would still have to verify their income and family 
status. A partially refundable thild credit would give workers an addilional helping hand 
without any additional bureaudracy, 

I 

• 	 Many workers and families ar~ still struggling to make ends meet. The EITC reduces 
some of the economic pressurJ faced by these families, but there is more to do to ensure 
thai full-time workers do not r~isc their children in poverty. ' 

I 
* 	 The poverty rate for (amilies with children grew by nearly half from 1979 to 

. 	 1993. Even after IWO years of reductions in the poverty rate, l6.3 percenl of 
families with children still lived in poverty in 1995. 

! 
~ Be1ween 1979 and 1992, the real earnings of men without high school degrees 
declined by more than 23 pcrcenL Among male workers with high school degrees, 
real earnings declined by 17 percent. 

~ Payroll taxes, faced bJ EJTC recipients and other low income workers increased 
five times between 1983 and 1990. 

,, 
I 

w 	 ,In 1996, working families with children could receive the EITC if their income 
was below $28,495 ($25,078 for workers residing with just one child), III 
contrast, median incom6 for a family of four in 1996 was about $5l,Ooo (and 
median income for a fa~ily of three was about $43,000). The EITC helps 
taxpayers with incomes ~el1 below the median level> who would benefit 
substantially from additj~l1al tax culs. , 

Office ofTax Analysis 
Jun. 20, 1997 
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THE WHITE HOUSE 


IWASHINGTON 


i April IS, 1997 

TO: BRUCE REED I 
FROM: MARK MAZUR ~'-i . :J? FO"Cc.,Ci.,6K)"fo"') , 
SUBJECT: TAX OPTIONS TO PROMOTE CHILD CARE 1'.-1,;;.., +-~ 

In the note Cynthia Rice sent yot yesterday. she mentioned that [would develop some 
information on tax subsidies for child ct.re, What fo11ows is a short description of the existing 
dependent care tax credit (DCTe), thre~ options to expand this credit, two other options to 
promote the provision of child care, and the tax credit for FICA taxes that Cynthia described. 
Note that all revenue estImates present~ are just guesses and that Treasury would have to 
provide current estimates for any proposals that were developed. Please let me know if you wish 
to discuss these further. I ' 
Dependent Care Tax Credit. A taxpayer may claim a non-refundabJedncQme tax..credit for 
eligible l:JllI)layment-relate<l expenses rOlated to dependent care. Eligible expenses include those 
for the care of a ~hi!d under aae 13 or adisabled dependent or spouse. Illigible eJlpenses are 
limited to $2.4QO fur one d<ljlendent or '$4.800 for two or more d<ljlendems. The credit rate 
depends on income, with a 30 percent credit rate for those with adjusted gross income below 
$10,000, The credit rate is reduced with income, so Ihat those with incomes over $28.020 ba:=:e a 
20 perceD! credit rate. 

In 1996, about Q.J miUion taxpayers are exDeC1ed to claim the credit at a total cost of 
about $2.8 billion (average credit js $445). The 30 percent credit rate is not very meaningful. 
because those with incomes betow $JO;Ooo generally do not have sufficient tax liability to claim 
the non-refilndable credit. But about 114 oftlle total number ofhouseholds claimIng the credit 
have credit rates over 20 percent (and \0 have AGI below $28,000). 

I 
Those claiming the benefits of the credit are skewed toward the higher end of the income 

distribution. because (I) higher income housebolds have enough tax liability to benefit fully from 
the credil~ and (2) higher income hou~holds tend to spend more on eligible dependent care 
expenses. About 13 percent of the total tax benefit goes to taxpayers with AGI below $20~OQO 
(about 45 percent o[taxpayers). about'46 percent to taxpayers with AGI between $20,000 and 
S50,000 (about 35 percent of all taxpayers), and about 41 percent to taxpayers with AGI over 
SSO,OOO (about 20 percent of,1I tllJ<pay.rs). 

I, 
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Possible Optio., to Promote Child Care. 

I 
(l) Make the existing Dependent Care Tax Credit (DCTC) refundable·· The existing DCTC is 
non-refundable. meaning that taxpayers Yth0setincome tax liability is less than the credit do not 
receive the full benefit. Making the DCTC reflmd.ble would make it similar to the Earned 
Income Tax Credit (EITC): taxpayers with low tax liabilities would receive a check from the IRS 
for the amount by which the credit clai~d exceeds their tax liability. This would increase the 
value of the DeTe to low-income families. which is why child care advocates invariably bring up 
this proposal. However, the proposal ha~ two drawbacks associated with it. First, making the 
DCTC refundable would lead to comparisons wilh the EITe. The comparisons would almost 
certainly focus on reported error rates, "';hich are arouM 25·30 percent for the EITe. 
Congressional Republicans (including Sei>ators Roth and Nickels) have been trying to cut the 
EITC for years, and proposing a new refundable tax credit may lead to increased attacks on the 
EITe. Second, refundable tax credits (eXcept the EITC, which is grandfathered under budget 
rules) generally require annual appropriat'ions for the refundable portion. If taxpayers have to wait 
until Congress appropriates sufficient fun:ds to cover the refundable portion of a tax credit, the 
delay could interfere signiflcantly witn tlteir planning. 

Treasury estimates the revenue cJSI of this proposal al around $4 bimon for 1998·2002. 
The Joinl Committee on T axatiori (JCT) estimated a mucn smaller amount last year 
(around 112 the size of the Treasdry estimate), but it is likely that new JCT estimates ,
would be much closer to Treasury's., 

,, 

(2) Increase tne maximum amount of eligible dependent care expenses to $3,600 for one 
dependent and $5,400 for two or more d.!pendents (Senator Roberts proposal). This would 
increase tne tax credit that could he claimed by taxpayers who spend more than the current limit 
on eligible expenses ($2,400 for one depei.dent and $4,SOO for two or more dependents). Tne 
proposal woulQ disproportionately benefi\ those with higher incomes, since that is who spends 
more than the current law limit on depend,ent care expenses. 

Treasury has not estimated the r~enue cost for this proposal, However, almost any 
revenue target within the 1998·2002 budget window could be met by choosing a different 
maximum and/or phasing it in ovet a number ofyears. For example, the limits in the 
Roberts proposaJ could be achieved by increasing the maximum $300 per year for 4 years 
($150 per year for taxpayers ..itn :"'penses for two or more dependents). 

(3) Change the AGI range over which thello percent credit rate declines to 20 percent The 
phasedown range Wll5 sel in 198 I and has !nol been adjusted for inflation. Overall price levels 
have increased by about 70 percent since then, and a simple increase for inflation would change 
the credit rate I,hasedown ranse 10 $17,000·$45,000. This proposal would benefit those wilh low 
and middle incomes by providing tnese farti;l;es witn a higner credit rate. (Taxpayers witn AGI 
over $45,000 would continue to claim the lsame 20 percent credit rate as under current law.) 
Over half of current DCTC claimants wouid benefi. from this proposal. 

••• 
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Treasury estimates that this proppsal would cost about $2 billion over 1998..2002. This 
revenue cost could be reduced if the changes to the phasedown range occurred in steps. .{~

I 
(4) Provide a non-refundable tax credit for firms that construct. expand, or renovate chUd care 
facilities, The credit rate and maximum lannual"credit cou1d be chosen to meet a revenue target. 
Senator Kohl has. similar proposal that1would.a1low firms to claim a fax credit for up to 50 
percent of the cost of building. renovatiris.or operating chUd care centers, with a credit limit of 
$150,000 per year. Excluding operating costs from expenses allowable for the credit keeps the 
revenue cost down and ensures that the credit is targeted lO'Ward capital costs: that may be difficult 
for firm. to finance. i' ,, 

JCT haa estimated the revenue cost of the Kohl proposal at $2.6 billion over 1998·2002 
(but note that the Kohl proposal ,is not available for years after 1999, reducing its overall 
revenue cost), Limiting the credit to construction, expansion, and renovation expenditures 
should reduce the revenue cost ti, well below 51 billion for 1998·2002, 

(5) Permit taxpayers to exclude from inc10me amounts of loan forgiven by certain entities. Under 
current law, loan forgiveness is generally counted as taxable income in the year that the loan is 
partially or wholly forgiven. This provision, included in the Administration's FY 1998 Budget,, '. 

would provide an income tax exclusion for income generated by forgiven loans, if the party 
forgiving the loan is a government or a c,haritable o:rganization. The intent of this provision is to 
provide a fmancial incentive to enter public service professions, by allowing conditional 
forgiveness of loans without adverse taxlconsequences. Child care providers appear to fit the 
broad classes of employment that would ,qualilY for this special tax treatment. The main difficulty 
in making thi!: proposal work is to find charitable organizations, univerSities, or governments that 
are willing to make loans to people who :want to become child care providers and are also 'Willing 
to forgive a portion of the loans as the b9ITowers enter the designated profession. , 

The revenue cost ofthi, propos~ woul<>be minimal (or even zero) because i,appears th.O e;t 
only a clarification of the propos~1 is needed to ensure that child care workers are eligible. ~ 

; . ./? 
(6) Expand the Welfare·to-Work tax credit. The Administration's FY 1998 Budget proposed a ;.-- . 
50 pereent non~refundable income tax: credit for employers who hire long-term welfare recipients. 
Up to $10,000 in wages would be .1igibl~ forthe credit, with wages defined broadly to include 
health Insurance, child care. and training b:penses. This proposal would provide an additional tax 
credit for the employer share ofFICA tJes that would.be paid to long·term welfare recipients, 
This proposal appears to be duplicative 6fthe tax credit already proposed by the Administration 
and could easily distract attention from the larger J!lfare-to-work tax credit If there is a chance 
that the Administration wilJ be successful in ha~ng its proposed welfare-to-work I.aJ( credit 
enacted. this add-on credit probably should not be pursued.

I 

cc: CRice, EKagan, PAhemathy, PWeinstein 
,,,,, 
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LOCAL INITIATIVES SUPPORT CORPORATION 

733 THIRD AVENUE, NEW YORK, NEW YORK 10017 

PAUL S. GROGAN, PRESIDENT 
TEL: (212) 455·9822 
FAX: (212) 682·5929 

;::t-\ k.:.L.~ ""~ 
March 25. 1997 e.J -Or .6,! -&.t +--~ v.JA. 

Bruce Reed 
Domestic Policy Advisor to the 

President of the United Slates 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Bruce: 

Thank YOII for your meeting with the Enterprise Foundation, Habitat for Humanity, the 
Nalional NeighborWorks Network, and mc March 14. 

At that lime, we discussed a special opportunity to create additional Low Income 
Housing Tax Credit authorilY to rebuild/replace public housing. The Housing Credit 
would acc(!lcralc and inject private market discipline into the redevelopment process. 

Encloscd is a one-page proposal developed by Lise and Enlerprise for how this might 
work. We hope to tollow up with you soon on this. 

Sincerely, 

Paul S. Grogan 

Enclosure 
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March 25. 1997 

Supplemental Low Income Housing Tax Credits 
for Public Housing RedevelopmenliReplacement 

The redevelopment of public housing is (l national need to which Low Income 
HOllsing Tax Credits would bring new investment. private seclor discipline, and state 
participation. However, HOllsing Credit aUlhority is currently very limited ($1.25 per 
capita), and would have to he inereased significantly to approach meeting u demand that 
already exceeds availability by three to four times, even without regard to puhlic housing 
needs. To iostcr the redevelopment and replacement of distressed public housing, 
supplemental "Public Housing Credit" authority would be cnacted over and above regular 
Housing Credit authority. 

1. 	 The supplemental Public Housing Credits would be authorized at !l volume 
equal to 25 cents per capita nationwide, Public Housing Crooits would be 
distributed among states based on their relative shares of the nation's public 
housing stock, 

2, 	 The stales would allocate these l'ublic HouSlOg Credits according to a new 
subsection of their Qualified Allocation Plans. 

A_ 	 Public I-lousing Credits could only be used to rebuild Of replace public 
housing, not to add to the net stock of public housing, 

B. 	 Preference among projects for state allocations would be based on: (1) 
relative redevelopment needs; and (2) the extent to which the housing 
will be devetoped as part of a (.'Qmprehensive redevelopment strategy 
serving a range or incomes and involving residents of the public 
housing and surrounding communities. 

C. 	 Unused Public Housing Credits could be carried over for one year and, 
if still nol used) would be returned to a national pool for r{.~istribulion 
to those states that have lIscd at least 90% of their availahle Public 
Housing Credits. This national pool redistribution would be 
redistributed bosed on Ihe eligible stotes' relative share of the nation's 
public housing stock. 

3. 	 Below-market fedeml loans could be used withoUl reducing the amount of 
Public Housing Credits available to a project 

4, 	 Redeveloped/replaced public housing would have to meet regular HOllsing 
Credit tenant income and rent requirements for at least 30 years, All other 
regular Housing Credit requirements would also apply. 
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NATIONAL 

EMPLOYMENT 

OPPORTUNITIES 

NETWORK 1850 K Street, N.W., Suite 450, Washington, D C. 20006 

(202) 778·8136 FAX (202) 778·8087 INFO LINE (800) 669·6161 


December 9, 1993 

ruce Reed . 
eputy Assistant To The President 
or Domestic Policy 
he white House 
600 Pensylvania Ave, NW 
ashington, DC 20500 ~e: \,,-- -.)', h..... J1...-...-.,... • 

ear Hr. Reed: ....yc:... ....nIL... ~ ~ /;\ \ ~'~l c... 

As a member of the Working Group on welfare Reform, I o~ ~ 
hought that you might find this-~news::::'clip'::interesting. As part ''-~'"''':\''' 
f their plan to reform welfare, the state of virginia is ~~ ~ 
ffering incentives to employers to hire people :eceiving AFDC. ~_ 
n addition to the state subsidy the businesses 1nvolved are 
aking "a federal tax credit". This is just another example of -p...:,:
he Targeted Jobs Tax credit (TJTC) assisting in the placement of \ <,~ .... <.,.. 

he structurally unemployed. \\ "'-;-:ffL 

At NEON, we are pleased that states like Virginia and 10 b>-;,~) 
isconsin are taking the initiative to reform welfare and assist 
hose who face barriers to mainstream employment. It is through -3~,
ederal programs such as the Targeted Jobs Tax Credit that the 
'\;..L'uctliJ:'iilly uin::ii,p::".:;yad '.::i.!..!. !:::::::. ::.b:!.e t-;- r-rp.a't fr~'? of dp..pendence 
n the government. We believe that programs like TJTC, as part 
f the ref'orm of the welfare system will be helpful in getting 
eople off' of welfare and into the workforce. 

Sincerel~ 

J seph E. Denn1son 
Executive Director 

nclosure 
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t\ Na/irJ/lwjlle Nelworli ofEml'/ayers, Community.based Agem:ieJ, anti Nalional Organizations 
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:AlexandriaHoSpital 'Takes· Lead" 

JJobs Start lb. Program to Move Mothers From Wei/are to WOrk 
c,. ____ 

'-~,~-.
.• By Srew Bates, 

\Ii..~~ S101fWI'III'l' 

,': AI~dria' Hospital h~s agreed
tit provJde Lhe first five jobs in an 

,jij:perimental program that could 
take as many, 3:L 1.000 Virginians 
rtf. welfare by giving them lull-time 
~rit. Gov, L. Douglas. Wilder an­'_ted yesterday. . 
~: Wilder cballenged other Virginia 
busiiiesses tn provide jobs to single 
,l.llOiliers and aU!)w them lo break 
,U;ee of poverty and dependence' on .me, government. The salaries will 
~ge (rom $15;000 to $18,000 a 

·tt;ar. 
, ,~~We wani all of Virginia's chil· 
<ficn to grow up in families where 
ham!!: a decent job is (he nonn, not 
tfle exception, ~ Ihe governor said ~t 
Jt.:news conference in Alexandria. 
-Mlmy o( our social probJems­
school failure. crime and povcrty­
are. reduced when people have 
jabs:~ . 
'..: The initiative. approved last 
'n:tont1l by the U.s. Department of 
Health and Human Services, places 

,Virginia anlQ!ig;.he ,growing num­
ber of states that ilre testing meth~ 
Ods to curh welfare costs and job­
lessness. Wisconsin officiais hope to 

eliminate existing welfare programs 
this decade. :and President Clinton 
has pledged to push a similar effort 
nationwide. , 

Wilder. a Democrat. said he 
hopes that Republican Gov.-elect 
George- F. Allen will continue the 
four-year project wilen he takes 
office next roonth. However. Allen 
spokesman Ken Stroupe said the 
govemor-elect is not committed to 
do SQ. 

Allen -is grung to be taking a 
dose iook.at every aspect~ of hu~ 
man services, Stroupe said. "I'm not 
goiDg to comment on any specifics 
of Wilder's plan,'" Allen campaigned 
on a plationn of requiring most wel· 
tare recipients to work and elimi­
nating their benefits after two 
years, • 

State officials said {he program 
may not reduce the number of peo-o­
ple on welfare because of the im­
pact of the recession, About 74.000 
Virginia families· re<:ewe Aid to 
Families With Dependent Children.. 
If the -program is ·successful. off.,. 
dals said, they wllI ask'the federal 
government to authorize its eXpari: .' . Chltd.ren for at least two ve<irs•• 
sion. whose children are school-aged; and , 

Tbcrprogram; wruch will be vol- . who have a hlgh school diploma'or. 
untary fOf welfare fec1pients. Will the equivalent. 

begin immeriiarei)'. UL,~;:"e ii:.ai.y· 
existing job tr:aining programs,' of~ 
fidals said. this one wm train people 
(or wborn jobs already have' been 
identllieiJ. Participants must be paid 
at least $7 an hour. 

Alexandria Hospital oifJcials ,said " 
the fwe jobs they are providwg Will 
be, clericai positions in admissiOns; 
UU1'sing and a clinic. Lt, Gov. Donald 
S, Beyer Jr. said yesterday lhat:his 
Falls Church Volvo dealership- alSo , 
Will participate in the p-rogram. and • 
Wilder said he expects some of the 
state's "!eading corporations. F()f'~ 
tune SOO companies," to offer jobs. 

~I drink that Within 100 dayS we'll 
have 1,000 jobs available," said How­

M. Cullum, Wilder's secretary of 
I human services.. 

percent 
worker's the first year of 
emplo)-11lent and 10 percent in !.be 
second year. Ti\\'; i'rGv.;.~.. b e~ 
only to W{Jmen who have reeeived 'J 

Aid to Families With Dependenl! 

http:anlQ!ig;.he
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THI-: WHITE HOUSE 

WASHINGTON 

June 14, 1994 

Edmund S. Phelps 
Russell Sage Foundation 
112 East 64th Stroot 
New York, New York 10021 

Dear Dr. Phelps: 

Thank you for your letter enclosing a ropy of your 
working paper On a Program on Low-Wagc-Employmcnl 
Tax Credits. 1 find your research at the Russe1l Sage 
Foundation interesting. 

I appreciate your taking the time to share your work with 
me. 

Deputy Assistant to the President 
for Domeslic Pohcy 



, 


RUSSELL SAGE FOUSDATIOS 
112 Eas.f 641h Street 

New York, !'lew York 10021 

EDMUND S. PHELPS 
Vi)iling Scholar 

Mr Bruce Re!rl 

Deputy Assistant to the President 


for Domestic Policy 

The White House 

Old Executive Office Building, Rm 216 

Washington, DC 20500 


Dear Mr Re8:l: 

It occurred to me that you might find refreshing a different voice on the 
subject of 'welfare' and jobs, 

So 1 enclose the working paper coming out of my work in this area 
during my year here at Russell Sage. (The framework for the analysis was 
developed in my recent book Stmctural Slumps, though the paper goes farther 
in bringing in some of the effects on wages, employment, etc, of worker 
disadvantage with respect to education or potentiaL) 

Of course, I would welcome any constructive comments you may have, 

Sincerely, 

FAX: (212) )71-476 



RUSSELL SAGE FOUNDATION 


Working Paper #55 


A I'rogram of Low-\Vage-EmploymentTax Credits 

T" llull Up the Employment and Wllj;!e Rates of the DisadyantJ.l~ed 


Edmund S. Phelps 
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RUSSELL SAGE .''OUNDATION 

Working r:!per #55 

·.. " A Pro~rmn of Low~Wage-EmploymenlTax CredHs 
To (\III Up Ihe Employml:nt and Waj:te Rates of the Disudv.alltrt~..>d 

EdmulJd S. Phelps 
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~•~" . ·",:,.. May, 1994 

11.1118(;1 $41(0: Wnfl:jng papcl"ll .'IV~ n<4 PHn re\liC"o~d by the fl'IIn<JIliun, 

n\ly mit ho: rerrod\k:td withOlo\ r~m1!n.on. 
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DEPARTMENT OF THE TREASURY•
WASHINGTOM,O,C 

SECRETART Of' THE TREASURY 

MEMORANDUM FOR ERSKINE BOWLES 

CHIEF OF STAFF 
 t\~ 
THE WHITE HOUSE 

,@'\.S~~~FROM: 	 SECRETARY ROBERT E. RUBIN 

SUBJECT: Structure and Agenda for Tax Task Force 

We suggest that the Administration's position on the structure and agenda for the Tax Task Force 
,hQuid include the following main points: 

. . 
1. Membership. We understand the Task Force will include approximately.12 representatives 

(equal numbers from Majority and Minority) from the House and 8-to from the Senate (sirrlliarly 
equally from Majorl!}' and Minori!},). We suggest the Administration's 3-5 representatives should 
be.: Deputy Secretary Summers, Acting Assistant Secr"etary LUbick. and Assistant Secretary 

, Robertson from Treasury, and Deputy Director Lew andrAssociate Director Minarik from OMB. 

2, Agenda. The Task Force members should seek to reach prompt agreement on its agenda 
and objectives. We suggest the agenda should begin with ao item-by-item review of the major 
tax proposals which have been offered by the Administration, Majority Leader Lott, and Minority 
Leaders Daschle and Gephardt. (For this purpose, an lnjlia1 draft "side~by ..side" comparison of 
the princip.11 proposals is attached.) The objectives of thl~ exercise will be to familiarize the Task 
Force members ,with the various ~x proposals. dete~ne areas of broad agreement. 'and identify 
areas of disagreement, for the purpose of facmtating~~not supplandng~~the normal committee 
process. 

3, Timillg. We estimate the Task Force process may lake approximately two to three weeks. 
Again. laking into account the Task Force's work. the normal corruniltcc process should go 
forward in the usual way. 

Altachrnenl. 

cc: 	 Larry Summers 

Don Lubick 

Linda Robertson 


http:princip.11
http:approximately.12


. Comparison aeTas: Ineentives in Major Proposals (or FYI 998 
M 
o 
o 
.sJ 

.~ ... 

'" 

~ 
~.., 

i: '" 

~ 

M 
~ 
o 
N 
N 
W 

N 
o 
N 

m 

8l 

...
• 
m 

... 
'", 
, ~ N 

N... 

• 


Uodated: February 24, 1991 5:00PM 

A.drninistr~tion Proposals Senate Democratic 
Leadership Package 

(Daschl.)~ 

I. Tax credlf for dq.endent ehUdI'CD·~ NOru'efundablt No ProvisiOl1 

credit for each dependent dilld under!lge IJ. fully 

phas¢-in at:tlount (by 2000) is S5OO, plwed-<MJt for 

filers with AGi between S6O,OOO-$15,ooo. Credit is 

"""00 ah.ad of<he EITC. "' 

5yr.: (S46.1b) IOjr;: ($'I8.0b)' 


I 
Similat except =WI is _ B 

avc:.rage: rule: based on high sclI.ooJ 
HOPE PII1!?; Nnru~~I~ eredit.a,ofup ~ $1.500 per 

I HOPE ScholarshiP Plan and tuition tax deduction· 

~, S1,5oo credit f(lt fUIMime. 
year pee .tudWt (or ~ nn! t'lilO ye&t'S of pott_ $750 credit ror pa.rt4iWe balf~time 
secondary edueatioQ. Students must be III kat hatf­ students. Eff~tive for tax.eble yean. 
time ,slfttm. 'taxpayer claims th& JenClt of maximum begiDnlng 1Ill.<l991. . 
credil or tuition Uld nquind fea.; act.willy paid. i.e.. 

not covered by Ul)' scbola.nhip ot ooo-federal grant. 

PeD or other federal g,rucLl rod.uce tb& allowable- credit. 

A -8·" average is Nqll.ized to be eligihle for the; lieCOtId 
 . 
year credit; dtui fWn.u; ....e ineliglblD. 1'boief cndit 

phases om for laXpayen withmodifud AOI!)( $110-,000 

to $100.000 ($50,()QQ. $10.000 if lingle);: ~ 


thresbo1d& IUld Ihc .JXIUiIDwn crediLt a.R'I i.o4cud. 

Effective ror paymwts m.&d& on or a.ft.c.t tllm. for 
ed"cnlcnl eonvnencitlg on Ot a&r 71l197. 'I'uititm tu 
d«!uctlon of up to $5.000 pM year ($10.000 ~r 1998) 
pet taxpayer. For 1lI'9'. OJlct .dlldect either cndil or 
deduction can be used for tuition IUld requ.imd fee& lIDI 
covued by student aid with the HOPE Plan', AOI 
~J1Wges . 

Also, expand irK:ome exclusiljll far forgivene:» of 

certain ,wdeelloaos • 


5 yr.: ($l6.lb) lOyr.: (S81.8b) 
.~~~~~ 

1 

s.""to Republica. Leadership Package (Lett) 
I. 

Affordable College Act AU1eriuo Family Tax 
(S.l) Relief Act (5.2) 

No Provitioo . N()JlJ'erwdable crcdlt of $500 for 
each child under age IS. 
Pb~ 'tieginning at AGI of 
$75.000 (SIlO,ooo for joint 
retU.tll$), 0[$25 ofcredit fut euch 
SI,OOO ofad<litiooal AGt Credit 
i,:: SIDl iodexed fot i.CLflation 
Credit is stacked after the ElTC. 
5 yr; (SI09.0b) 10)T: (19'J.Obf""­
No ProvbiooNo Provisko 

... 

(please reftt to 19,~22, for 
cantinua.i educ4tioo incentives) 
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S~nale Republican Leader"$hi~-~~~-~-~~- (-~-~tl): -----I~dministration Proposals ,Senate Democratic: 
l=denhip Paek.age 

Affordable College Act American Falllily Tn(Daschle)"· 
(S.I) Relief Act (S.2) 

J. lRA Provisioo,": Double (by 2000) current low income iRA ProY1Jlon.: Raise annual See £du("aUOb hvutment 1RA Provi:&ion.: mcrease 
lhresholds and phase.OI.lt range.s for deductible IRA (()Qtributiou IUnit:; for single tIXId join! income thresholds and pbase-out 
oontrihutil)!1..5, Index thrW101ds and contributions for 

Aa:ounl.t f~I.). 
filers. Pennit spouse of active rengc:s for joint and single filers. 

i.n.fIjtlion. Create Dew back-loaded IRk; subject to partidpanl in an employer-sponsored dU'C: ,QQQ CIflfil.l i!1£Qmr limif,,! 
income limits, and permit ooovc;rsion of deductible IRA re1iremt:IJt plan to make a deductible {Q.r. thduclifllr.lRA ,"ontri2u1iQI'I!. 
amounts wlo b!ICk~loaded IRk; with income ffidusion IRA contribution without regard to th~ (Prior to repeal. pernUl SpOO..<>e of 
(spread over 4 years foc pre-1999 conversions). Add income limit!, lndex thresholds and ICtive participnnts in empJoyer­
exceptions to 10% early withdrawaJ laX for qualified contributions for inflation, Pens.ltywfree sponsored retirement plans 10 
post-SCGQodary education expenses. first home purchase withdrawals for education and botne wake a deductible IRA 
and l00g--ti;iml uncmplOywcnL Expansion of penalty-free purchase. Expansion of penalty·Cree rootr'ibulion without regard to the 
withdrawals for medicaJ costs. Expressly permit IRAs 10 withdrawals for mod.lcaJ costlt (Does income threshoJds). Allow 
invest in qualified·St.ali: tuition prognm instrwnQits. not ClUle bnc.k·ioaded IRAS:). withdrawaJs for ~jaJ Purposel 
Income lAX~free arid penalty-free withdrawals from back­ (q'.uW:iicd business start-up 
loaded IRAs after 5 years. Ptmlty·free withdrawals for B.eglli~ S:1I'!lZl21:!:r,:: €q a/I()'JJIpPYr"Oll ~.long-tcrm 

. special PW"pOSes permitted within.5,year peri¢. (No. , . ,u:nemplayment and educatioo 
special provisions m.&de to eliminate income limits for a 

T'~ ".' ';!'., ' ..·d.e.atl(:fiQJ1. ~l:.i/tjC!y ttl. /.RA ~lWl 
to S2.()QO, The contributioos would go expenses) to be il1fQmr Ifg fru 

$pOUSe ofl1Il sclive pa:ticiP~1 in 1m eIDployu-sporisored to 1m IRA maintained by govc:rnmcnt. andt:x:emptfrQmthe 10%~)' 
retiremenl plan.) selected contractor that would offer a withdrawal tnx, Crente: new bl'lck­
5 yr.: (S5.50) LOyr.: (SlO.9b) limited choice ofinvestments. Joadm IRAs without income 

limil.'J., ami pc:n:nlt conVerslon of 
l'1.<mrdllnal?b.l, it!! mdii {flE.lRA deductible IRA Am01.l.Dts into 

b$.c.X-loaded lRAs with incomeB!.ntrlbuti!2t!l.lzkQrQ!!: lMht11f6fle.­
inclusion (spread over 11\ )'e6N forami mOO,ril1,.fnS1,{JU in£Mdua!J. 
p{e<ol999 conversions). Allow 
wilhdtawal of coolnbutioos from ' 

Allow deferral of up to 1400,000 of 

fwithAGlqfSJQ.QQQorkssJ. 

bad::*loaded [RA 81 any Lime 
~pit& gains~"hcn proceeds from farm witheM incQme tnx -or lO% e~rly 

sales go to IRA. wilhdtll.~aJ tax, allow wilhdrnwal 
of eamiogs to be income !u free 

P~nsioll ProriJions: Modltics rules for !llld exempt I:'rot:n 10'% early 
1996'S' pension simplification to withdrawal lllX ifafter age 59 1fl 
incJ~ provisions i.e. Administration's­ (and after 5 yean follov.'ing il1iliaJ 
proposal requiring t percent automatic cootribution). deatb, qisability Of' 

employer contribution for empioyocs if for a special purpose. 
• $yr:($32.7b) IOyr.:(SI11.7b) 

in plans u.Mg \he 4<J1(k) safe hMboc. 
participating in small business plan and 

. and adding mul6cmploycr provisions. , 

~ 

N, 
N 

."0 

2 

http:IOyr.:(SI11.7b
http:yr:($32.7b
http:phase.OI.lt
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Senate Republican Leadership Package (Lou): 
Leadership Package 

American Family Tax 

Senate Democratic Administration Proposals 

AITorda ble College Act(Das<hle)"', 
Relief Act (S.2)(S.l) 

Pension PnlviSIDns (conL)! A nwnbet 
of p"'J'O"l$ were includ<d " !be 
requestorotkr members (e.g., 
pertnaIiOlt t'.Xcmpuoo. ofltAteJIocal. . ,
government pcmion plans from otlll­

discrimination rules, fasttr vesting or 
4O!(k) IllBIclUng contributions, limits 
00 plan WV(lstment in employet' stoe.k, 
new rules on spousal beodits and 
benefits in divorce, DCW transfer rule.s. 
and prohibitioo on pc::osiOQ~ 
'''dil<>rds). 

4. Wdt:ll",~c&-WorkTu In.itiatiu; EmpIoyen would be No Provision No Provi$ion No Provision 
permitted. SO pert:tnt tax credit on the first S10,OOOo( . '.- , .. \ '. ;;.;,;" .,

' 
'1".·":" ';!::';"&'~ paid l.O·ooitain1ong:~ ~clt8Ie~Pi~'aOd:!" 

could claim this I."..ff.dit (urup to two years. Wages would 

include amounts pa.td by the ~loyer foremployerw 
 .
provided c.dUClI!ti'otW assistance, health care, and 
dependent .Gate 1'I$SlS't/ln¢e. Thls credit would be 
a....,jJAble t.brougb Septanber 30, 2000. The pt~t . 
WOTC would be explUlded to include 4S an eligibJe , 
group adults I&;50 YetIS old who are subjc:c.l to the time 

limils for F()()C\ SlaCI'lPS under the Administration's 

legislative proposal to II.lIltnd the Welfare Ar:.t of 1996. 

5)'1'.: (SO.6b) 10 '}'t.: (SO.6b) 
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Administration Proposals Semite Democratic Senate Republican Leade~hjp Package (LoU) 
Leadership Package 

. (Oaseble}­ Affordable CoUege Act American Family Tax 
(S.l} Relief Act (S.2} 

5. _ Caplu;! Gain.. Pro\'lsi(Jb.f 

Exclusion Oll saJt; ofprinc:ipal te$idencc: The current Provision $lmilar 10 Administration No Ptovi$ioo 50 percent exehnwn of nelloog. 
rollover provision and one-time eKcJusion of up to proposal bUl.iru:ludes cx1<:oding the term gains for individual" 
$125,000 of gains on ,,~_ w<mId be replaced by effective 111/97, CoUo::tibles~lusion to [enant~ holdiog in . 
on exclusion of up to SSOO.()(J() (S250.<nJ for oon~joint I.'.ClOpUstive hotWng caporatiom.. irteliglbk:: fOr exclusion but retAin 
filers). The home would bave to have been owocd and maximum nil(: of 28%, 
oc.cupied as & principal residence for at least two ytars RoUoVtT provisioQ allowing deferral of Othe:rwis<. m.a.x:imum rate 
during the five: yem: prior tn the we. 11:.e exclurion «;:Pealed. lnde:< bM1:5 of $'lock 
would be available oruy (JtjU every two ytars. Ta.xpayer.l 

sale of. qualified small busi.ncs! or 
p_pin_;r~ aDd 1&Il!libl' property for lIS"" 

p__ alier IUlII96 "'" rein~cd in another $UCh investment . 

example, because ofmCd.lcN re4$01l$ or • change in 

forced to move 'Nithout meeting ~ requin:wents (ror 

within six Illonlhs. Increase asset size held three yem. lncre.ase ass.e:t 
place: ofemployment) would be eligible for a pro-re.ted stu: limit fur srnaU buslnc.ss 
exclusion, The ettective dJw: \IoI'OOId be Janl.W)' I, 1997. 

limit for small b~ exclusion to 
exclusion to $100 million ond 

with nAnSitioo tt:lier, , 
$100 million aDd libera1i:z.e olber 

" !. ·c, o ,liberlllizeiolher proviSlotl.'S 
51'" (SI.5b) 10'1',: (SlAb) 

provisions.. lnause I~t 00 ,deduction 
Provides e.ltemaLivc: rate of 28% 

_k '" SlOO.ooo. 
oflO$$CS on the sale of small business 

for eotpOmtiona. Capitallo:li5eS 
on residences: deductible. 

Note: S~Dator Ford', JUdb:lg lcale 5 1" (Sll.lb) 10 }T" ($129.3b) 
(:.Qpit.1 :cain. propos'" For assdS 
beld more 'than one YeIIr, addilionol2 
pe:n:<:nl d~ i.n cUnent 28 peroent 
rule for e.aeh yeer \be asset is held; for 
asselS ht.ld IOOi1: than eight yeu:s, the 
rate is 14 ~t. ....... 
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Administration Proposals Senate Democratic Senate RepubUcan Lt:aders~ip Package ~~)-!gl 

lil 

6, 	 E,lablbb D.C. Tn uU:ClJtiVt Program.: 
D,CjQo.r em/it; 40 pcrce:ot subsidy 10 businesses in 
D.C. on first $10.000 of eligible wages (including 
cntployer-provided Malth w-c, depc:udcnt care, 
educationaL assistance) to WOTC..eligibleemployees or 
any D.C, tesident living in a ct'1UU$ tract with poverty 
rate of 15 perua1 or more. Employee wages mlU'l be less 
than $28,500. 

A,dtJitiQ/ltJl 120,OOC "ISle. 179 e~ftJi(tg: 8\lSIDesscs 

Leadership Package 
(Daschl·r· 

No Provil'iao 

Afford~ble Conege Act 
(s.il 

No Provision 

American Family Tax 

Relier Act (S.2) 


No Provision 
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must he located within census tracts !.hat have a poverty 

:rale Of-lit least I S ~l to be: eligible. 


.
Emp/o ymtfllitraining gttmlJ for tar· t:«mpl 

-_ .. ",,:.~... " - .. :" ...;":" . '" t?r::r::lIitolioru: Would be _avallable.tp,organiuu,ions mat 
- h.in camomicaUy disadvanlaged D,C.l'esidenI$OC 

providl: job placer:ncnt assistance to weJfa.re recipjents, 

A.tloco'~d ttu: credits to iefld<n lo/lflonc< buildiflg$ 0110 

equipme!1f OrlO 10 im>t::Jtor$ for equity im>e$tmenu 


,rax~ex:c,,*pl OO'!O outhority; ExpBIld enterprise zone .facility bonds by milking them available to qualified D,C, 

businesses within CCClSU$ tr(tCu with allean 15 percent 

poveny rate, Compared fo EZ Facility bonds, bUSlaesses 


, . 
ffllJY COunt arty resident of D.C. to comply with 35 

~l reside:ncy r~l$. $3 mlllJoll per borrower 

cap would be raised to $1 Smi!J.ion, and a: broader range 

ofbusioess property can be~, 

5 yc ($O.3b) 10)'1'.: ($O.3b) 

.. 

o 
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Administration Proposals 
~ 
o 

;; 
Q 

7. 	 SruaU: bUlltntJJ ulate tlu relief: Addresses liquidity 
problem of small busine$$ ownen by tnae&S1.n8 to 
$l.5m the amolJ!Jt eligible for specia! interest rete on 
-defmed estate t:sxes, Expa."lds the 1:ype$ of business 
in!ereslS eligible to defer estate taxe$, and makes other 
simplifying ehangt:S. 
S )T.: ($O.7b) 10)T: (Sl.5b) 

~ '" ~.. 
u 
~ 

!-_-'-______-"-___lL_--' .. 
-' 

8. E.lV.Olien or £mpowt:rmeot Zoocliote..prbe'".. Communit)' (EVEC) pragram atld BrowntkldJ ~ 

cI~:'lIl-up hl.lUu:eotlvet: EiIEc expansion: (i) 
Second-round designation 0(20 new EZs 8.ild 80 new 
Ees; (Ii) designate 2 additionAl first-round EZ.s: (iii) 
liberalize current EZJEC tax-exempl bond provisions 
and qualifying business -defmiti(m.. 

::: 

, 
~ 

~ 
 Second-round laX inceotives ~~ Qualifying businesses i.n 
~ 
o ELo; eligible ror laX·o:emp\ hood financing outside the 

current·law State volume eap, i:ncreA.s«I §119 expensing.~. N 
~ 

, and bro'Wtlfield cle.a.n-ilp incentive b additional llCTeAse. 
o 'Qua1.Uying businesses. in ECs eligible for CWTent·awN 

El/EC taX~e>.:empl boods and brownfield clean-up 

(0 

a. 

incenti.ve. 

Brownfield Clean-up lp<:entive·: Current de.ductioo for 
o 
~ expeP.".eS L"'lcurre::! to dCM••up brownfields in IArgetOO 
m geogrephic areas (W:SI> and~nd-round EZ9ECs~ 

census tracts with 20'.4. or higbe:r povtrty IUld contiguous 
tndustria1!co~j81 s.rea.s; 76 previously ~ ~ 

m, EPA Brownfield pilol P(oj~I.$). 

, 
~ 5 )T.: (52.1b) 10 )T.: (S3.Sb)N 

N 
'.0 

Senate Democratk 
Leadership Package 

(Dastble)" 

Estate tax exanptioo for ilrst $900.000 
of value o{ a "qualifiod (ami1y~ 
business inttteStS"'thAI exceed 50 
percent crtbe value ofdecedent's 
estate. 'fb.is exemption is in OOsiitioD.lO 
the u.o.ified credit,. which C'.'(dllpts 

.$600.000 ofpropetty from the est.ale 

or gift tax. Also, liberati7.e eum:nllaw 
regarding special use val.uati(Jl1S for 
estate tAX p\lfpOS!:S 

I 	 I. 

No Provision 

,u_ 

6 


Senate Republican Leadership Fackage (Lou) 

Affordable College Act American Family Tax 
(S.I) 	 Relief Atl (S.2) 

I No Provision 	 lnc.rease unifiaJ eMe ;Uta gift tax 
Qed.it lQSlm, by 2004. Fnmily· 
O,,"'Dod bu.sioess exclusion up 10 

tUm where vn!ue e~ SO 
percent ofdt:eedeni's e.tUte. 
E.'<CIUSloD is in addition '10 unified 
eredit. Additionni exdusiou for 
50 pcroeDt ofvalue in o.:cess of 
S l.5m. for qwilifying estates. 20 
year i.o.stal1J:nalt pa)1Dt::D1 pllUl (If 
ccrtItio. businesses. No lntet'e:>t on 
portion of es1IlLe tax (on the first 
tIm. in -.:Alue) extendodunder 
Sec.6J66. 

IS)T:(SIS.6b)1O)T:(S66.9b) . 

No Provision 	 No Provision 

I 	 ______ _ 

http:IS)T:(SIS.6b)1O)T:(S66.9b
http:OOsiitioD.lO
http:expeP.".eS
http:incenti.ve
http:tnae&S1.n8
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Administrlltlon p~()pos:ds Senate Republiun Leaderihip Package (LoU}Senate Democratic 

----- . ----- ­Leadership Padlage. 
Affordable College Act Ameritan Family Tax(Daschl<)" 

(5.1) Relief Act (S,2) 

9. Tn Cn:dii for Equity IDYQfll1tbt in. Commuulty NO' Provision No Provision 

ne"dopmeot FinllD<:i:allu,titt,Jtion (CDFI): A tAX 

credlt {up In 25 percent) f« equity investments in 

qualified CDTh. Capped amount oferedits ($100 

million) to be alloea!.ed by the CDFJ Fund (effectivc dote 


No P":lV).sion 

; 

I/ln8). 

5 yr: (SO.03b) 10 yr.: ($OJ)9b) 


10. ToU Shllute of Umihatioru for locap.t'if.llted NQ PtovisiQl'l No ProvisionNo Provision 
Ta.i.payen: 

5 )T.: ~O.06b) 10 yr' (SO.7b) 


-
II. A'UQW Fonign S,alt.t Corponllon (FSC) &nd'itt (or NoPmvisioo 


Computer Software UcetlJ~: 


5 )'<.:($O.6b) 10 )'<.: ($Ub) 


No Provision No ProvUioo 

...... .. •• -" _M.". . - -- - - ,,~.. , ..- ­ " .-. -- ------­." -' . , '-.' ,,,, ;.'" 
12 ExtmsIDD ofSec. 111 fbrQugb Dccembu 31. 2000: 
 The exc1usiOll would: be mnde 
 The exelusion would be made No Provision 


The Administration pmp~ eXleusioo throug,b. 
 penn.nm:n1. Di.n:::u the Dept. of Labor. pert'l\ImCIlt and the provision 

IUJ112fJOO of the exe1tJ.Sion frQID e:mployces' taxable 
 in consultallon with TteM'I.U')' to limiting.the exclusion to 

income ofup lO $5,250 per year of(ld1,iCQtional e~s 
conduct II study of this provision. uodergradu..ate courses would be 

paid for by their etrIpJoyer IlJld reinstatemcn1 of the 
 reperuod rettvoctively. 

exclusion (or graduate COu:rse:.<l, Abo. rei::!st.ete 
 5 yr.' (SJ.5b) 10 yr.: ($8.0b)­
retroactively the C)(dwion fot graduate lXiuealron.. The 
 • 
Adminiwation ruoo p~sed a new 10 ~ training 

credit for small busi.oesses. 

5 yr.: ($2.4b) 10 yr.: (S2.4b) 


I). E~eDd far One: YUr the R&:E To: Cndlt No Provision No Provhrion No Provision 

5 yr.: ($2.lb) 10 yr.: (S2.2b) 


~ - -" , .. "-.- .. ~ -~- '".,--' ­
14. Extend for One Year 12111: Orphan Drug Tu Cndit No Provision No Provision No Provision 


Syr.: (SO.05b) 10 yr.. (SO.05b) 


15. Extend WOTC for One Year No Provision No Provision No Provision 

5 yr.: (SOAb) 10yr.: ($O.4b) 


16. EItend fur One Yen DWlIetion for CootributlonJ of No PrOvWOO NoPnwi$lOll No Pn.wisioo 

Apprec:iAted Stock (0 Private FOWldatNns: 
 1 
5 yr.: ($0.070) 10yr.: (SO.07b) i 

~ 

~
, 
N 
o .. 7 

, 

http:alloea!.ed


--

, 
Administration Proposals 

0,
I 

;1 
~I 

I ­

17. M()dU'y PbllJt"-(l\lt of Pueno Rico ECOQotn.ic-Adivity 

I 
·Tn Cf'Cdit 
5 )T.: (SOAb) IQ )T.: ($3.%) 

18. No. Provision 

19. No Provision~I 
::;1 

Senate Democratic 
. Leadership Package 

(Dascblef' 

No. Pn:.wisioo 

The Childnu'l Hullh Covlragc 
Act: Refundable uedit oovering 90% 
of cltild's health insurance ptt,mium. 

',phased.-out (or families with ~eome 
"above $15.000. Credit available for 
child.-o;:n ineligible for Medicaid or 
employer Pt'9vidcd plan!. 

Dtductlotl for Student wan 
IDterut: Above ~ l.intdcduction fot 

_.-'" >:.-.-.:....~:.iill 
;;;1 

.
;:;1
!" 

I 

I . :ZO. No Provision 

~I 
N 

N 

~ 

N 

o. iN 

,Iill 
m 

~ 

~ 

• 

~ 

, ~ 
~ 

N, 
N 

,0 

'. 


"•. ,intere.s:t paid after 12l31197for tax· . 
payer and spouse, Phase-0013: POk 
singlt: filers, $1 OOk joint 

No Provi~on • 

. 

8 


Sc:oate Republican Leadersbip Package (Loh) 

A.ffordable CoOeg. A.ct 
(S.l) 

No Provision 

Net ProvIsion 

Deducti&n(orS~n11oaa 
interut: Same except $2.500 

:llWlual-limit,'mctiJl:1ins: i.ntm:5t .­
00 10m; for ~'$ 


education. Effective ai\er 1996. 

Pb_: $451;.$65k single 

filers, $(iSk.$8Skjoint. 

5)T.: ($0.7b) }O )T.: ($\.90) 


T.a:..free WHbdrawab (I"'Dm 
St.llle Tuitiob Plam; No taX 
would be owt:d OIl UI)I portion of 
a withdnlwnl made from I 
qu.all.iitld SlD.tc:' tuition plou for 
qualificl. ~ Oduutioo 
~ which W(Juld inetudc: 
tuitio.. f=. room. board, 
books. Effective after 1996. 
5 yr.: (SO.6b) 10 )T.: ($1.6b) 

American ~aruily Tax 

Relier Act (S.2) 


No Provision 

. , 
No Provision 

No Provlsioo 

• ,.'~'):'.~; :·:.I1.~·~·-':"'>"'· _.,. " 

No Provision 



-------- - - - ---------------------

------- -

-------- - - - - -

- - - - - --------

, 

Administration Proposals 

lI. NQ PrQvi.')ion 
. 

22. No Provision 

. -- '. 

. 
ll. No Pl1;'lVision 

. 

• 


Senate Democratic: 
I..A:-lldenhip Package 

(Daschle)'" 

No Provision 

. 

i 
No Provision 

. 

en_don orPerfonna.nce Slodt 
OptloOJ: AppuubJe whct'e over 50 
percenl of options an: ....ailable to 
noohighly COtnp<lnS<lted cmpJoyt.¢S. 
Option price must be: less lban fair 
market value at time ofgnnI. No 
ineome is rec.og;ni:u:d on !::X.C'lcise if 
shart.S are beld for one "jear and Ou:re is 
a SO pcrt:cnt exclusion of eapiW gilins 
on sale ofstoek. 

Affordable COllege Act 
(S.l) 

80b Dor. iduc&t{oo 
lnvatmmt AUOlUll,; 
Noodeductiblecootribtttioos of 
up to S1,000 per yearper thUd 
.-the "'" of 13. 
Distnbutioas used for higher 
edUCltlOO cxpense:s: excluded 
from i.ocomc. 10 pen;.mt pe:na.lly 
fot (l(ber distributio(u, Effective 
all", 1996 
5 Y'.' (S1.8b) 10 Y'.' (S5.6b) 

E).ciulkm qCFcdenJ Work 
Study PaymeDt,: PI'I)'llll:tl1.$ 
e~cluded from grou income 
_1996, 

5 y.-.: (SO.'b) 10 Y',: (1.0) 


NO' Provision 

. 

Senate Republican Leadership Pllc:kage (Lot~) 

American Family Tax 

Relief Act (S,2) 


NQ ProvisiOt'l 

. •, 

No Provision 

I .;" 

NoPmvi~vp. 

9 



