


7 PRESIDENT CLINTON AND VICE PRESIDENT GORE:
. .. THE FIRST BALANCED BUDGET IN 30 YEARS

© 0 o Febrary 2, 1998

”T onzght I come before you fo announce that the federal deficit -- once 50 zncomprehenszbly large
_that it hadi 11 zeroes -- wzll be, szmply zero. I will submit to Congress for 1999 the first balanced budget in

. 30 years' !
i . S o . . * President Bill Clinton
j ‘ _ : S . January 27,1998

THE FIRST BALANCED BUDGET IN THREE DECADES The President’s FY99 budget maintains our
fiscal d1sc1pl1ne while 1nvest1ng in the critical needs of our people. The President’s plan reaches balance three

years earlier than expected. And it does so bv Davmg for every'initiative dollar by dollar consistent with the

' 1997 Balanced Budget Agreement.

!

MAINTAINING OUR FISCAL DISCIPLINE AND INVESTING IN OUR PEOPLE. Th1s budget bu1lds on
the Pres1dent s record of fiscal discipline. In 1992, the deficit was $290 billion, job growth was weak, and the

unemployment rate was 7.5 percent. The President’s 1993 Economic Plan helped cut the deficit 92 percent, from
$290 billion i in 1992 to $23 billion in 1997 --its lowest levél since 1974. This year, our deficit is projected to be-$10
billion, and headmg lower. The economy has produced over 14 m1ll1on new _]ObS and the unemployment rate is as.

low as it has been in 24 years

| , : .
’Thls budget implements the: hlstorlc balanced budget agreement reached last year w1th Congress.

A rTh1s is the second year of the budget agreement which included $900 b1ll1on in net 10-year deficit
savmgs and nearly half a trillion dollars n’ ent1tlement savmgs over 10 years.

In a historic shift, this budget deliverss urpluse s over the next ten years of $1 1 trllllon reserved

j pendmg Socral Securlty Reform
! B
' Everything is paid for dollar by dollar consnstent w1th the 1997 Balanced Budget Agreement and

_ President Clinton’s successful record of ﬁscal dlsc1plme |

!

'SAVE SOCIAL SECURITY FIRST

i . . . . .
. Over the next two years, President Clinton is firmly. committed to strengthening Social Security
i for the 21st century. He proposes that we should not spend any of the projected budget surpluses until
1" we have reformed Social Security. This proposal, which continues the fiscally responsible policies that
have been the hallmark of this Adm1n1strat1on is intended to reserve the surpluses in case they are

."

!
1

‘-" needed for Soc1al Secur1ty reform
‘ INVES’I‘ING IN THE FUTURE The President s budget maintains our critical priorities by increasing our
investments in health care, education and training, the env1ronment and science and technology It also establishes

1mp0rtant new 1n1t1at1ves which are all pa1d for, to help prepare America for the 21st century.

!
Educatwn/T rammg/Chtld Care: |
e Class Size. Aims to reduce class: s1ze to 18 in grades 1-3 by funding 100 000 new teachers by 2005
‘ ;- Head Start. Increases Head Start fundmg by $305. m1llron for FY99 'Head Start has 1ncreased 68%,
from $2.8 billion in FY93 to $4.7-billion i in FY99 In add1t10n the numberof slots in Early Head Start

{

‘v{ is doubled over.the next 5. years.
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After-School Programs To provide after- school care for 500,000 chlldren per year, the budget
v1ncludes an $800 million five-year 1nvestment to expand the 21st Century Communlty Learmng Cener
program. :

l

- $75 Bllllon Chlld Care Block Grant Over 5 Years. Doubles the number of low-1ncome families who
_ receive child care subsidies to more than 2 m11110n by the year 2003

K
Chlld Care and Early Learnmg Establlshes an Early. Learmng Fund w1th $3 billion over five years :

to prov1de grants to-communities to promote early childhood development and i 1mprove child care

quallty for young chlldren

Educatlon Opportumty Zones $1. 5 b11110n over five years for’ compet1t1ve grants to about 50 urban
and rural districts who adopt a school reform agenda to increase ‘student” learn1ng and implement
accountab111ty measures. -

l .

: Dlslocated Workers Increases fundlng in FY99 by $100 m1ll1on to $1 5 b1111on -- nearly tr1p11ng the

fundlng since FY93. Prov1des services to nearly 700, 000 d1slocated workers

Health Care

Consumer Bill.of nghts -Protects pat1ents by guaranteeing access to needed health care speclahsts

- access to emergency room services, an assurance that medical records are confidential, and access to

a meanlngful appeals process for to resolve dlfferences w1th health plans and health care pr0v1ders

i

. Biomedical Research Pr0v1des unprecedented increases of more than $1.1 b11110n of biomedical

|
research with an empha51s on cancer research
, , -

Ryalll Whlte AIDS program Invests $165 m11110n more in the to ﬁnd ways to prevent and treat_:'

. dlseases -- 1ncreasmg fundlng 241% since FY 1993.

1 ‘ l
Expanding Medlcare Coverage. Prov1des new options for Americans ages 55to 65 to obta1n health,
1nsurance by buylng into Medlcare through a premium that ensures that this p011cy is self- ﬁnanced

l - .

Enwronment ! .

Inltlatlve To Cut Greenhouse Gas Emlssmns A dramat1c new $6.3 program of tax cuts and R&D

a1med at cutting greenhouse gas emissions. Package contains $3.6 billion in tax cuts for energy

eff1c1ent purchases and renewable energy, and $2.7 billion in ‘additional R&D spendlng

| : :
Clean Water Imtlatlve Targets the 40% of the ‘nation’s waterways still unsafe for ﬁshmg and

vsw1mm1ng by ass1st1ng states and communltles in 1mplement1ng programs and 1ncent1ves to adopt '
: practlces that protect water quallty ’ ‘ :

l

. Community Empowerment
. Welfare-to-Work ]Housmg Vouchers Includes $283 million for 50,000 new vouchers for people who
need housing assistance to make transition from welfare to employment. L

Flert’ible Funding for Second-Round Empowerment Zonés. Provides $150 million over ten years
in mandatory funding for second-round urban.and rural EZs. Funds could be used for economic
development and housmg pr0]ects pr0]ect-based rental a551stance ]ob tralnlng and other social
serv1ces : : :

l

=



ngs

CDFI Expansion. The Admmrstratlon is requesting a $45 million i mcrease in CDFI funding (from $&
million to $125 million). The increased funding aso would be used i in part to accelerate development
ofa secondary market for CDFI loans. :

|

Community Empowerment Fund $400-million community empowerment fund that will help local

govemments attract more businesses-and jobs to poor and underserved neighborhoods by encouraging
the standardization of economic development lending, a first step in creating a secondary market for
such loans. It will provrde capital to busmesses who recognize the potermal and the pass1b111t1es of the
inner omes

:
i

COPS Funds 17,000 more police, helplng to move towards the Pres1dent ] goal of 100 OOO new pohce
by the year 2000

L

$1 Billion Increase in Antl-Drug Budget Budget proposes to increase fundmg to $16.9 billion in

_FY99 'consmtmg of increases indrug treatment preventron domestrc law enforcement 1nterd1ct10n and

international programs.

Commumty Prosecutors. Budget prov1des grants of § l 00 million for hundreds of communmes to hne
as many as 1,000 new prosecutors.

Juvemle Cnme Strategy. Calls on Congress to pass a $245 billion comprehensive anti-gang and
youth' violence strategy including preventing under 21s from buying guns, new prosecutors and
probation officers, tough, new sentences on drug dealers, funding to keep schools open later and -
promote anti-truancy mmatlves and curfews. ’

TAX CUTS TARGETED TO THE NEEDS OF WORKIN G FAMILIES

The President’s budget provides about $24.6 billion of tax cuts over five years to:

.

Makmg Child Care More Affordable (1) The Child and Dependent Care Tax Cred t would be

. mcreased for 3 million working families, wiping out income' tax liability for most families with

incomes below 200% of the poverty line (about 35,000 for a family of four) who have maximum
allowable child care expenses. (2) A 25% tax credit for building, operating or contractmg costs is also
created to encourage busmesses to provrde child care for therr employees

Cllmate Change Imtlatwe Increasmg Energy Efficiency and Improving the Environment: (1)

Tax credrts of $3,000 to.$4,000 for fuel efficient cars; (2) tax credits of up to $2000 for rooftop solar

systems and new eneérgy efficient homes 3)a ﬁve-year extension of the tax credit for electricity ’
produced by wind and blomass :

Promoting Expanded Retirement Savings: (1) A three-year tax credit of up to $2,000 for small -
businesses that establish pension plans; (2) a new, simplified defined benefit plan for smallbusinesses
and (3) and enhancing workers’ ability to make contributions to IRAs by payroll deduction..

Expanding Education Incentives: (1) School Construction -- federal tax credits to pay interest on
nearly $22 billion in bonds to build and modémize over 5,000 public schools; (2) Employer—Prowded
Educazzonaf Assistance -- Extends and expands this tax exclusion. .

Expandmg and Improving the Supply of Avallable Low—Income Housing. Calls for mcreasmg the

per capita cap on the credlt 40% whlch will mean 150 000 to 180,000 add1t1onal rental housmg umts
in the next five years. : o S :
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FOR RELEASE - S A _ ~_CONTACT:
Monday, February?. 1998 Sam . a ' - -+ LawrenceJ. Haas
o - (202) 395-7254
P ' .

‘ VPRE"SID;ENT CLINTON, PROPOSES FIRST BALANCED BUnGET IN 36 YEARS

Invests in Education, Child Care, Health, Research, Other Pnontles,
! Reserves Budget Surplus to “Save Social Security Flrst” '

Speakmg frorn the East Room of the White House, President Chnton today proposed a.

'balanced Federal budget for 1999, marking the first balanced budget in 30 years and brmgmg an -
era of explocllmg deficits to‘an end

By reachmg balance, the Pre51dent S budget represents aremarkable tumaround in the
Nation’s ﬁscal policy over the last five years. It brings to an end three decades of fiscal ehaos a
period in whlch Americans had lost confidence in their Government and the ability of their _

.leaders to do the people’s busmess

i
[

- “We! are not only balancmg the budget for the first time'in a generation, we are reaching
balance three years ahead of the schedule we announced last summer with the Balanced Budget
Act,” the Pre31dent said. “If we maintain our fiscal dlsmphne we may very well reach balance
this year -~ four years  ahead of schedule

~ -The Pres1dent s $1 7 trillion budget for 1999 is not just balanced it is balanced the right
way It not only ends the deficit, it reflects the values that Americans hold dear - the values of
opportumty, responsibility, and community. The budget reflects the President’s commitment to
continue helplng working families with thelr basic needs -- ‘to raise their.children, send them to -
college, and pay for health care.

The budget mvests in educatlon and training and in research to raise the standard of living
for average Amemcans It invests in the environment and in law enforcement to raise the quality
of life aeross the Nation. It invests in communities at home while providing the resources to
maintain a strong defense and conduct the 1nternatlona1 relat1ons that have become so lmportant
to the Nahon s future.

‘ Reﬂecting the President s call to “save Social Security first,” the budget proposes a
reserve for the projected budget surpluses for 1999 and beyond, pendlng a solution to the long-
term ﬁnancmg challenge facmg Social Security. - o

!
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Within t1ght constraints, the Pres1dent proposes ma] or 1n1t1at1ves to bu11d on h1s '
Jinvestments in high-priority areas -- from helping working families with child care to allowing
Americans fr,om 55 to 65 to buy into Medicare; from helping States and school districts reduce
class size by recruiting and preparing: 100,000 more teachers and building more classrooms to
 addressing. global warming. The budget pays for every initiative dollar by dollar.

Challeng1ng times demand innovative solutions, and this budget meets the challenge by
‘proposing three new investment funds for America -- for research, the environment, and
transportation -- that will focus attention on these critical priorities. Together, the funds provide
$75.5 billion, a $4.7 billion increase over the 1998 level for the programs they contain. Because
the funds rely on budget offsets to help finance the spending, they, in effect, apply pay-as-you-go
‘principles to! d1scretlonary spending

The funds are:

The Research Fund for America, which includes a broad range of investments in
knowledge, including programs of the National Institutes of Health, the Centers
for Disease Control and Prevention, the National Science Foundation, the '
National Aeronautics and Space Administration, the Energy Department, the
Commerce Department’s National Institute of Standards and Technology,
Agriculture Department research programs, thé rulti- -agency Climate Change.
Technology Initiative, and other programs. The budget ﬁnances this Fund, in

. part, through rece1pts from tobacco leg1slatlon and savmgs in mandatory

programs.

|
:
. ; The Environmental Resources Fund for America, which encompasses the multi-
' agency Clean Water Initiative; the new Land, Water, and Facility Restoration
y ~ Initiative of the Interior and Agriculture Departments; the Agriculture
Department’s water and wastewater program for rural communities; and the
P Env1ronmental Protection Agency’s programs for cleaning up hazardous waste
. sites (within the Superfund) and upgrading clean water and safe drinking water '
-1 infrastructure.. The budget finances the Fund, in part through an extens1on of
‘ Federal taxes that support the: Superfund -
. Ao
e | .The Transportation Fund for America, wh1ch 1ncludes the Transportatlon
. ‘Department’s highway, highway safety, and transit programs; the Flight 2000 free
i flight demonstration program; and the Federal Aviation Administration’s
programs, including Airport Grants. The budget finances the Fund, in part,
| through a new Federal aviation user-fee.' S .
The budget continues the President’s efforts to reduce the size and scope of Government
This budget is the smallest Federal budget, as a share of the economy, in 25 years. To date, the
' Adm1n1stration has cut the civilian Federal workforce by over 316,000 employees, giving us the
smallest workforce in 35 years and as a share of total c1v111an employment the smallest since

1931.
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But the Administration set out to do more than cut Government: Under the leadership of
the Vice President’s National Performance Review, it sought to make Government work; to -
create a Government that is more efficient and effective; to create a Government focused on ifs '
customers, the American people. The Administration has reinvented _parts of departments and
agencies. Now, it proposes to turn agencies around from top to bottom For 1999, the Vice
" President w111 lead -an effort to 1mprove the performance of agencres that interact most with the

American people : ;

Under the 1993 Government Performance and Results'Act, Cabinet departments and
agencies have prepared individual performance plans that they will send to- ‘Congress with the
performance goals they plan to meet in 1999. These plans, in turn, form the basis for the first
' Government-wide performance plan, wh1ch the: Adm1n1stratlon 1s send1ng Congress along with
this budget. | | :

Investmg in Education and Training: Nothing is more important to America’s future
than education. It has become the dividing line between those who are moving ‘ahead and those -
who are laggrng behind.” That is why tli€ President has devoted so much effort to ensure thatwe
have a world class system of education and training'in place.for Americans of all ages. Over the -
. last five years the President has worked hard to ensure that every boy and girl is preparéd to
learn, that schools focus on h1gh standards and achievemet, that anyone who wants to goto
college can get the financial help to attend, and that those who need a second ¢hance at educatlon
and tra1n1ng or a chance to improve-or learn skrlls can do so.

The budget s1gn1ﬁcantly increases funds to help children, espec1ally in the poorest
communities, reach challenging: academrc standards and makes. further progress in implementing
voluntary natronal tests. It proposes to pay for 100,000 more teachers and build more classrooms
in order to reduce class size. For higher education and training, the budget increases Pell Grants
- and other college. scholarsh1ps from the record levels already achieved; expands College Work-
Study to a record one million students; streamhnes student loan programs and cuts student fees;
~ and expands access to job placement services, training, and related services for dislocated
workers and others. Now that anyone who wants to attend college can find the means through
~ Hope scholarships, Pell Grants, and other assistance that the Administration has worked so hard
~ to enact, the President wants to provide the same universal opportunlty for job training and re-

tra1n1ng to those who need it. ' x
. ‘ N . . .
) up’portmg Workmg Families: Over the last five years, the Pres1dent has worked hard
to help worklng families. Working with Congress, the Administration has cut taxes for 15
- million workmg families, provrded a tax credit to help families raise their children, ensured that
25 million Americans a year can change _]ObS without losing their health insurance, made it easier
for the self—employed and those with pre-existing conditions to get health insurance, provided
health care coverage for up to- ﬁve million uninsured children, raised the minimum wage, and
provided guaranteed time off for workers who need to care for a newborn or address the health
needs ofa famrly member. |
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Now,;with his new Child Care Initiative, the President is determined to provide the help
that families need when it comes to ﬁndmg safe high-quality, affordable child care. Parents
should know that, when they go to work, their childrén are in safe, healthy environments. ‘The )
‘President also proposes to address the problems faced by a particular group of working famijlies -
- legal 1mm1grants In signing the 1996 welfare reform law, the President said that he would try
to restore the cuts in benefits for legal 1rnrn1grants that were not only harsh and unnecessary but
-that had noth1ng to-do with the fundamental goal of welfare reform -- to move people from
welfare to wprk while protecting children. The budget restores Food Stamps to 730, 000 legal -
‘immigrants and let States prov1de health i insurance to the children of legal 1mm1grants
Strengthenmg Health Care: This past year, the Pres1dent improved the health care of -
milhons of Americans. Working with Congress the Administration strengthened Medicare by
extending the life of the-trust fund until at least 2010 while investing in preventive benefits,
introducing 1 more choice of health plans, and strengthening the expandlng array of activities to
combat fraud and abuse In addition, the Administration extended health care coverage to up to
five million uninsured children, created the Advisory Cornm1ss1on on Consumer Protection and
Quality in the Health Care Industry, and later endorsed the Comm1ss1on s Health Care Consumer
Bill of nghts B
' With this budget‘ the President proposes to build on these achievements on a host of
“important fronts. ‘The President wants to work with Congress to enact national. bipartisan
tobacco legislation; nothing is more potentially important to the health of our people, partlcularly
children: The budget also proposes to expand health care coverage for some of the most - ;
K vulnerable Americans aged 55 to 65, to enroll more eligible children in Medicaid, to prov1de for
unprecedented levels of 1nvestment in health research, to expand access to powerful AIDS
therapies, to expand access to cancer clinical trials, to increase funds for substance abuse
treatment. and preventlon and to: help reduce health related. d1spar1t1es across racial and ethnic
_ groups : '
Prorecting the Environment: Last year was a remarkable one for the environment, and
the President is determined to build on the progress. Led by the Vice President, the
Admlnlstratlon reached an historic international agreement in Kyoto that calls for cuts in
'greenhouse gas emissions. The Administration also issued new, more protective air quality
standards to better safeguard public health; strengthened our citizens’ right to know about toxic
chemical releases continued to protect our natural treasures, such as Yellowstone National Park
- and Florida’s Everglades; and made further progress toward the President’s goal of clean1ng up
900 hazardous waste s1tes under the Superfund by the end of the year 2001

The budget proposes an Env1ronmental Resources Fund for America that will support
increases for many key environmental programs It prov1des for more constructlon maintenance,
‘and land acqu1s1tlon for national parks, forests, refuges, and other public lands; for a new effort
to 1mprove the quality of our water; for improvements to community dr1nk1ng water and
wastewater facilities; and for continuing the Administration’s. efforts to clean up abandoned
‘ hazardous ,waste s1tes The budget includes a five- -year $6 billion program to prevent global
warrnlng, and more resources to protect endangered species, control pollution, and preserve the

I
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global environment. :

Investmg in Infrastructure: The President proposes a Transportation Fund. for America,
reflecting h1s commitment to prov1de the resources to ensure that our transportation infrastructure
remains safeI integrated, and efficient enough to serve our growing needs. Investment in
- 1nfrastructure is good for America because it helps grow the economy, improve safety and publlc
health, strengthen our competitiveness abroad, support our national secur1ty, and increase the
mobility, access and choice for Americans who need to travel.

The 1?res1dent believes that we must build upon our vast network of roads, hlghways and
bridges to meet the demands of the next century for a system that links our various modes of
travel, that 1 1s cleaner and safer, and that helps bring together and support our urban and rural
communities. The budget maintains the Administration’s record support for transportatlon and
- the Fund 1ncludes all of the Transportation Department s highway, highway safety, transit, and
air transportatlon programs.

Pron?toting Research: Scientific and technological advances have created a world vastly
different from. the one our grandparents knew. They have helped generate huge leaps in the '
speed.and economy of. transportation, enormous increases in farm productivity, lightning-fast
flows of information and services across national borders, and advances in treating and
preventing dlseases and protectlng the environment.

Because the Presrdent 1s committed. to Amerlca s continued leadership in science and
technology,‘the budget proposes-a Research Fund for America, from which many important
Federal investments will flow. It includes record increases for the National Institutes of Health,
higher funding for the National Science Foundation, new resources to address global climate
change, and' a wide variety of investments in basic and applied research. . These investments are
vital; they h'elp the Nation to create new knowledge, train more workers, spur new jobs and -
industries, address our health care.challenges, strengthen our understanding of environmental

problems, better educate our children, and maintain a strong national defense.
( .

Enforcmg the Law: The President’s anti- -crime strategy is working. Serious crime is
down five years in a row and, in'1996, the Nation witnessed the largest drop in violent crime in
35 years. But because crime remains unacceptably hlgh the Pres1dent believes that we must.go
further. B

?

. The budget expands the Administration’s community policing (COPS) program, which is
already putt1ng 83,000 more police on the streets toward the President’s goal of 100,000 by the
year 2000. : The budget also proposes a new Community Prosecutors Initiative to help
prosecutors prevent crimes from occurring, rather than simply prosecuting criminals after the -
fact. And it provides the necessary funds to prevent violence against women, to help States and
Indian Tribes build prisons, and to address the growing law. enforcement crisis on Indian lands.
To boost the Administration’s efforts to control illegal immigration, the budget provides the
resources to strengthen border enforcement in the South and West, to remove illegal aliens, and
to expand efforts to verify whether newly hired non-citizens are eligible for jobs. To combat

drug use partrcularly among young people, the budget expands programs that stress treatment
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and prevention, law enforcement, international assistance, and interdiction. It builds on the
Adm1n1strat1bn s 1nnovat1ve Drug Courts initiative, proposes School Drug Prevention
Coordinators for schools, supports local efforts that target drug-using offenders, expands drug
testing, and strengthens the Administration’s efforts to make ports.and borders more secure from
drugs while disrupting drug trafficking organizations overseas.
}o . .. . .
, Streligthehing the American Community: Most Americans are enjoying the fruits of
our strong economy But while many urban and rural areas are doing better, too many others
"have grown. d1sconnected from our values of opportunity, respons1b111ty, and community.
Working w1th State and local governments and the private sector, the President is determined to
help br1ng d1stressed areas back to l1fe to replace despa1r with hope
The budget expands"the President’s national ser-vice program, giving more Americans the .

“chance to ser"ve their country and help solve problems at the local level while earning money for
college. The budget proposes to create more Empowerment Zones and Enterprise Communities
that offer tax incentives and direct spend1ng to encourage the kind of private investment that
creates ]ObS 'and to ‘provide more capital for lending through the President’s Community
Development Financial Institutions program. The budget also expands opportunities. for
homeownership, provides more furids to enforce the Nation’s civil rights laws, maintains the
_Administration’s Government-to-Government commitment to Native Americans, and
strengthens the partnership that the President has begun with the District of 'Columbia.

Advancmg Umted States Leadershtp in the World Because Amer1ca continues to have

- a tremendous stake in world affairs, the budget proposes the necessary funds to maintain national
security, to conduct our diplomacy, to promote democracy and free markets abroad, and to
-increaseexp}ort_s. ‘Last year, the Administration-worked with Congress to increase international
affairs spending. But, Congress faces an unfinished agenda to provide financial support for, and
-fulfill America’s obligations to, a number of international organizations that benefit our economy
and serve other objectives, including the International Monetary Fund (IMF), the Un1ted Nations-

system, and the mu1t11atera1 development banks

Congress should cont1nue to support the dec1s1ve action of the IMF as well asour
leadership i in that institution by providing the supplementary contingent IMF fundmg that the -
Adm1n1strat1on has sought and replenishing the IMF’s basic financial resources.. Congress also
‘'should give! 'the President traditional trade negotiating authority to help fuel our surging exports -
into the next century. To enhance. nat1onal security, the budget maintains large-scale funding to
support the M1dd1e East peace process, continues assistance to Bosnia to carry out the. Dayton
Accords, supports NATO expansion, and i increases aid to the New Independent States of the
former Soviet Union to support the development of democracy and free markets. The budget
also proposes a major initiative to provide critical, targeted assistance to African countries that
are undertaking difficult economic reforms, increases counter-narcotics aid to Latm American
countries, and supports the Summit of the Americas. :
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Supportmg the World’s Strongest Mtlztat:y Force: Our mllltary serves as the backbone '

of our natlonal security strategy, and the President is committed to mamtam a strong and capable
military that protects our freedoms and our global leadershlp role as we' approach the 21st

Century.

The budget continues the Administration’s plan to complete the careful resizing of our
mlhtary forces, to fully support mllltary readiness, to strengthen quahty of life programs for our
armed forces, and to provide increased funding to modernize our forces as new technologies
become avallable after the turn of the century. The budget reflects the’ recommendatrons of the
o Quadrenmal Defense Review and of the Defense Department’s recent Defense Reform Imtlatlve
to achieve a leaner, more efficient, and more cost-effective organization by improving
management and business practices. To implement these improvements, the Defense
Department will send legislation to Congress in conjunction. Wlth this budget, including a request

for two more rounds of base. closures and reahgnments
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: 'PRESIDENT CLINTON’S FY 1999 BALANCED BUDGET

i " THE FIRST BALANCED BUDGET IN 30 YEARS
~Summary Document: February?2, 1998

THE FIRST BALANCED BUDGET IN THREE DECADES. The Pre51dent s
FY99 budget maintains our fiscal disciplirie while investing in the critical needs of
our people In only the second year of the historic balanced budget agreement that
: mcluded $900 billion in net 10-year deficit savings and nearly half a trillion dollars in
entltlement savings over 10 years, the President’s plan reaches balance three years

earller; And it does so by paying for every initiative dollar by dollar consistent with
the 1997 Balanced Bud et Agreement. ‘ : B

MAINTAINING OUR FISCAL DISCIPLINE AND INVESTING IN OUR PEOPLE. ThlS

budget butlds on the President’s record of fiscal discipline. In 1992, the deficit was $290 billion,
job growth v was weak, and the unemployment rate was 7.5 percent. The President’s 1993 ‘
Economic Plan helped cut the deficit 92 percent, from $290 billion in 1992 to $23 billion in 1997
--its lowest level since 1974. This year, our deficit is pro_]ected to be $10 billion, and heading
lower. The economy has produced over 14 m1lhon new jobs; and the unemployment rate is as
low as it has been in 24 years.

c

e Thls budget lmplements the hlstorlc balanced budget agreement reached last
year with Congress. This is the second year of the budget agreement which included
$900 billion in net 10-year deﬁcrt savings and nearly half a trillion dollars in ‘
entltlement savmgs over lO years :

. In a historic shift, this budget deliv'ers surpluses over the next ten years of $1.1
;trllllgn in surpluses - reserved pendmg Social Securlty Refcrm

. Everythmg is paid for dollar by dollar eensmtent with-the 1997 Balanced Budget
’Agreement and Presndent Clinton’s suecessful reeord of fi scal dlsclphne

SOCIAL SECURITY FIRST -
| : o
. Over the next two years, President Clmton isfi rmly committed to strengthenmg
Socnal Security for the 21st century. He therefore proposes that we should not
spend any of the projected budget surpluses on anything else until we have reformed
‘  Social Security. This proposal, which continues the fiscally responsible poltctes that
have been the hallmark of this Administration, is intended to reserve the surpluses in
| case they are needed for Somal Securlty reform. '
l . R
INVESTING IN THE FUTURE. The President’s budget maintains our critical priorities by
: 1ncreasmg our investments in health care, education and-training, the environment and science
" and technology It also establishes important new initiatives, Wthh are all pald for to help
prepare Amertca for the 21st century
l
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Educatton/T rammg/Chzld Care:

Class Size. - Aims to Reduce class size to 18 in grades 1-3 by fundmg 100, OOO
new-teachers by 2005.

Head Start. Increases Head Start funding by $305 mllhon for FY99 Head Start
has mcreased 68%, from $2.8 billion i in FY93 to $4.7 billion in FY99 In
addition, the number of slots in Early Head Start i doubled over the next § years.
After-School Programs To provide-after-school care for 500,000 children per

year, the budget includes an $800 million five-year investment to expand the 21st

Century Commumty Leaming Center program.
$7.5 Billion Child Care Block Grant Over 5:Years. Douhles the number of
low-income farmhes who receive child care subsidiges to more than 2 million by

~ the year 2003.

Child Care and Early Leammg Estabhshes an Early Learnmg Fund wrth $3 -
billion over five years to.provide grants to communities to promote early ‘
childhood development and improve child care quality for young children. .
Education Opportunity Zones. ‘$1.5 billion over five years for competitive
grants to about 50 urban and rural districts who adopt a school reform agenda to
increase student learning and implement accountablhty measures.

Dislocated Workers. Increases funding in FY99 by $100 mllhon to $1.5 billion -
- nearly tripling the funding since FY93. Provides serv1ces to nearly 700 000
dislocated workers. ‘

Health Care:

Consumer Blll of nghts Protects patients by guaranteeing access to needed
health care specialists, access to emergency room services, an assurance that
medical records are confidential, and access to a meamngful appeals process for to

" resolve dlfferences with health plans-and health care providers.

Biomedical Research. Provides unprecedented increases of more than $1.1
billion of biomedical research with an empbhasis on cancer research

Ryan White AIDS program. Invests $165 million more in the to find Ways to
prevent and treat diseases -- increasing fundmg 241% since FY 1993.

Expanding Medicare Coverage Provides new options for Americans ages 55 to

. 65 to obtain health insurance by buying into Medicare through a premlum that -

ensures that this policy i is self- ﬁnanced

I
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Initiative To Cut Greenhouse Gas Emissions. A dramatlc new $6.3 program of

i tax cuts and R&D aimed at cutting greenhouse gas emissions. Package contains
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$3.6 billion in tax cuts for energy efficient purchases and renewable energy, and
$2.7 billion in additional R&D spending.

Clean Water Initiative. Targets the 40% of the nation’s waterways still unsafe
for fishing and swimming by assisting states and communities in 1mplement1ng
programs and mcentlves to adopt practices that protect water quahty
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Commtzmtty Empowerment
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l' vouchers for people who need housing assistance to make transition from welfare
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Welfare-to-Work Housing Vouchers. Includes $283 million for 50,000 new

to-employment.
Flexible Funding for Second- Round Empowerment Zones Provides $150

million over ten years in mandatory funding for second- round urban and rural
EZs. Funds could be used for economic development and housing projects,
project-based rental assistance, job training and other social services.

CDFI Expansion. The Administration is requesting a $45 million increase in
CDFI funding (from $80 million to $125 million). The increased funding also
would be used in part to accelerate development of a secondary market for CDFI .
loans. : :
Community Emp_owerment Fund. $400 million community empowerment
fund that will help local governments attract more businesses and jobs to poor and
underserved neighborhoods by encouraging the standardization of economic

. development lending; a first step in creating a secondary market for such loans. It

will provide capital to businesses who recogmze the potential and the possibilities
of the inner c1t1es '

COPS. Funds 17,000 more police, helplng to rnove towards the President’s goal

" of 100,000 new police by the year 2000.

$1 Billion Increase in Anti-Drug Budget. Budget proposes to increase funding
to $16.9 billion in FY99 consisting of i increases in drug treatment, preventlon
domestic law enforcement, interdiction, ‘and international programs. :
Community Prosecutors. Budget provides grants of $100 million for hundreds
of communities to hire as many as 1,000 new prosecutors

Juvenile Crime Strategy. Calls on Congress to pass a $245 billion

' comprehensive anti-gang and youth violence strategy including preventing under

21s from buying guns, new prosecutors and probation officers, tough new.
sentences on drug dealers, funding to ‘keep schools open later and promote antl-

‘ truancy 1n1t1at1ves and curfews

TAX CUTS TARGETED TO THE N EEDS OF WORKING FAMILIES

The Pres1dent s budget provides about $24.6 billion of tax cuts over five years to: ,
. i Making Child Care More Affordable. (1) The Child and Dependent Care Tax
| Credit would be increased for 3 mllllon working families, wiping out-income tax

llablllty for most families with incomes below 200% of the poverty line (about

' 1 35,000 for a family of four) who have maximum allowable child care ‘expenses. 2)
" A 25% tax credit for building, operating or contracting costs is also created to
' , ‘encourage businesses to prov1de child care for their employees.
. 1 Climate Change Initiative -- Increasmg Energy Efficiency and Improvmg the

i
'

|
|
i
]
!

Envrronment (1) Tax credits of $3,000 to $4,000 for fuel efficient cars; (2) tax
credits of up t0:$2000 for rooftop solar systems and new energy efficient homes; (3)
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i five- -year extensmn of the tax credit for electricity produced by wind and biomass.”
: Promotmg Expanded Retirement Savmgs (1) A three-year tax credit of up to
$2 000 for small businesses that establish pension plans; (2) a new, snnphﬁed
deﬁned benefit plan for small businesses and (3) and enhancmg workers’ ablhty to 5
make contributions to IRAs by payroll deduction. ' .
: Expandmg Education Incentives: (1)- Schiool Construction -- federal tax credits to
pay interest on nearly $22 billion in bonds to build and modernize over 5,000 public
schools; (2) Employer-Provided Educational Asszstance -- Extends and expands this
tax exclusion.

Expandmg and Improvmg the Supply of Avallable Low-Income Housmg Calls
for increasing the per capita cap on the credit 40% which will mean 150,000 to -
180,000 additional rental housing units in the next five years. :



PRESIDENT CLINTON’S RECORD
ON DEFICIT REDUCTION

« CUT T[HE DEFICIT BY 92 PERCENT. President Clinton has reduced the budget deficit
by 92 percent -- from $290 billion in FY 1992 to $22 billion in FY 1997. This year the
A budget deficit is projected to be $10 billion and headlng lower. [Based on data from OMB, FY
- 1999 Budget February 1998.] : -
!

. LOWEST DEFICIT SINCE 1970 AND FIRST PROPOSED BALANCED BUDGET
SINCE 1969. The deficit has fallen from 4.7 percent of GDP in FY 1992 to 0.3 percent in
FY 1997 -- the lowest for any year since 1970. [Based on data from OMB, FY 1999 Budget,
February 1998. ]

. LOWEST DEFICIT OF ANY MAJOR ECONOMY EXCEPT FOR CANADA. The:
total U'S. deficitin 1997 as a percentage of the economy was lower than for any other
major country except for Canada. [OECD; Economic Outlook, December 1997.]

. MAKING GOVERNMENT MORE EFFICIENT. Federal employment has fallen by
- 318, OOO from its 1993 base and is at its lowest level in three decades. [Based on data from
- OMB, EY 1999 Budget, February 1998.] L o

AS A RESULT OF PRESIDENT CLINTON’S EFFORTS TO REDUCE THE DEFICIT
ECONOMIC PERFORMAN CE HAS IMPROVED DRAMATICALLY:

. LOWER INTEREST RATES LEADING TO INVESTMENT BOOM Pre51dent
' Cllnton s 1993 Economic Plan cut the deficit and helped cut long-term interest rates and
. strengthen the economy. Under President Clinton, the 30-year interest rate has averaged
6.9 percent -- down from 8.2 percent under President Bush and 10.3 percent under
President Reagan. And w1th lower interest rates, businesses have invested in the future:
business investment has grown by 11 percent per year under President Clinton -- faster

|
~ than any Administration since John F. Kennedy was Pre51dent [Based on data from the
Bure'au of Economic Ana1y51s Department of Commerce. ] '
I : o
. ,EMIPLOYMENT BOOM. Since January 1993, the economy has added more than 14
R ‘million new jobs -- including nearly 2 million new jobs in manufacturing and
constructlon comblned [Based on data from the Bureau of Labor Statistics, Department of Labor ]

‘ » |
« . THE LOWEST COMBINED RATE OF UNEMPLOYMENT AND INFLATION
' SINCE 1967. In 1997, the combined rate of unemployment and inflation will the lowest
in 3{0 years. And under President Clinton the combined rate of unemployment and

‘inflation has been the lowest since Lyndon J ohnson was Pre51dent [Based on data from the
Bureau of Labor Statistics, Department of Labor.]
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EXPERTS AGREE THAT ECONOMIC PERFORMANCE HAS BEEN REMARKABLE:

v

- Busmess Week: “Chnton s 1993 budget cuts, which reduced proj ected red ink by more

than $400 billion over five years, sparked a major drop in-interest rates that helped boost
investment in all the equipment and systems that brought forth the New Age economy of

technologlcal 1nnovat10n and rising productivity.” [5/19/97]

Alan"Greenspan, Federal R'eserve Chairman, 2/20/96 The deficit reduction in the
Presi’d‘ent s 1993 Economic Plan was “an unquestioned factor in contributing to the '
1mprovement in economic activity that occurred thereafter.” C
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. THE FACTS ON GOVERNMENT SPENDING
UNDER PRESIDENT CLINTON

R | e
SPENDIN G IS LOWER TODAY THAN UNDER RE'AGAN OR BUSH:

0 FEDERAL SPENDING WAS LOWER IN 1997 - AND 1S EXPECTED TO REMAIN
LOWER IN 1998 -- THAN IN ANY YEAR SINCE 1974. Federal outlays as a share of
GDP in 1997 were 20.1 percent -- lower than in any year since 1974. And current projections -
suggest a slight decrease in outlays as a percent of GDP during 1998. Outlays as a share of
GDP under President Clinton have been a smaller share of GDP than under Reagan or Bush
[Based on data from OMB, FY 1999 Budget, February 1998.]

= 'SPENDING GROWTH LOWER UNDER CLINTON THAN UNDER REAGAN OR BUSH .

| : — i ,

. 11 | B : Federal outlays | Real growth in Federal outlays
g . (% of GDP) . _(percent per year)
' ; 5 Y
|

201 | 05
[1997) :

25 . 26
' [1992] . |

26

[Based on data from OMB, FY 1999 Budget February 1998 I

e e e e

e SINCE PASSAGE OF PRESIDENT CLINTON ’S 1993 DEFICIT REDUCTION
" PACKAGE, EXPECTED GOVERNMENT SPENDING BETWEEN 1993 AND 2002
HAS FALLEN BY MORE THAN $1.8 TRILLION. Compared to the spending path
Pres1dent Clinton inherited in 1993, total spending in 2002 is now projected to fall by 19+
percent [Based on data from OMB FY 1999 Budget, February 1998.] .

° 'GROWTH IN TOTAL FEDERAL SPENDING HAS BEEN LOWER UNDER
CLINTON THAN UNDER REAGAN OR BUSH. Real Federal outlays have grown by
0.5 percent per year under President Chnton -- lower than under President Bush (2.6 percent
- per year) or President Reagan (2 6 percent per year) [Based on data from OMB, FY 1999 Budget '
February{ 1998. ] - , N o . ‘ .

A ) WHILIE MAINTAINING CRUCIAL INVESTMENTS IN PEOPLE, REAL ,.
‘ DISCRETIONARY SPENDING HAS FALLEN UNDER PRESIDENT CLINTON -- A
BETTER RECORD THAN UNDER REAGAN OR BUSH. Real discretionary outlays
have fallen two percent per year under Presrdent Clinton -- under Premdent Bush or Reagan .
 real drscrehonary outlays increased one percent a year [Based on data from OMB, FY 1998 Budget, -
February 1997.]

. NON—DEFENSE DISCRETIONARY SPENDIN GI1S NOW A SMALLER SHARE OF
THE ECONOMY THAN IN 11 OF THE 12 YEARS UNDER REAGAN OR BUSH.
Non-defense discretionary outlays are pow lower than in 11 of the 12 ReaganfBush years.
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Non- defense dlscretlonary outlays are expected to equal 3. 4 percent of GDP in 1998. During
all the Reagan -Bush years, this ratio dropped thls low. only once in 1989. [Based on data from’
. OMB, FY {999 Budget, February 1998] . .
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SOCIAL SECURITY
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THE SOCIAL SECURITY SYSTEM. Smce its inception in 1935, the Somal Secunty system :
~has proven to be an outstandmg success in providing security for the retired and disabled, as well
as their famlhes 'The elderly poverty rate-has fallen from more than 35 percent in 1959 to just -
10.8 percent in 1996. Tt currently provides benefits to about 45 million Americans, and keeps
roughly 15 m11110n of them out of poverty. And Social Security benefits represent more than 75

© percent of i mcome for elderly households in the bottom 40 percent of the income dlstnbutlon

THE LONG RUN CHALLENGE The Social Security system, however, is.expected to face

increasing strams because the retirement of the baby boomers means that the number of retirees

is expected to grow much faster than the number of workers. There are currently justover 3

workers whe contribute for ¢ every Social Secunty beneficiary. By 2030, it is expected that there

will be only 2 workers for every Social Security beneficiary. Accordmg to the intermediate

‘ pro; ection of the Social Security Trustees Report, the retirement of the baby boomers is expected

to-cause the ‘Socral Seeunty Trust Fund to start falhng by 2019, and to be depleted by 2029 --

~ after which the Social Securlty system would beable to finance only 75 percent of current law

benefits. | :

PRESIDEI\'IT CLINTON’S APPROACH TO SOCIAL SECURITY REFORM Presrdent

~ Clinton is strongly committed to strengthening Social Secunty over the next two years His plan '
© . includes: i ’

(§)) Puttmgl()ur Flscal House in Orde Before we eould begin to address the long-mn
problems i m Social Secunty, we first had to put our fiscal house in order. Undér President .

. Clinton’s leadershlp, we have now done that. The budget deficit has fallen from $290 billion in
1992 to $22 billion last year and President Clinton’s FY 1999 budget will produce balance by
next year. |

Q) Surnluses Reserved Pendmg Social Security Reform. As the President emphasized in his
Staté of the, Union address, the projected budget surpluses should be reserved pending Social
Security reform. Until we address the critical challenge of strengthening the Social Security

- system andgensuring retirement and disability security for America’s hard-working families, the
* Administration believes that we should not use the projected surpluses for anything else.

3) Biparti!san Régienal Conferences in 1998. The President believes 1998 should be used to ‘
" engage Americans in an inclusive national debate about Social Security reform. He challenges
eve’ry:Arhefricah to attend a conference or forum on the 1issue -- or to organize and host one if
there aren’t any planned in a given area. . The President has asked the AARP and the Concord
Coalition to convene bipartisan and balanced regional conferences. The President or Vice
President v[v}ll attend three to four of these conferences, and will also be hosting a conference on

- private ret1rement savings in July. The President and Vice President also encourage other groups
“to orgamze ‘conferences. The national dlalogue should allow all Americans to.express their
vrews and= hear the views of others. 3

© (4) White House Conference At the end of the year, the President will host a bipartisan White
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House Conference on Social Security as a culmination of the various conferences, forums, and
discussions held througheut the year. The purpose of the White House conference 1s to bring

together the lessons learned from the national dlalogue

3 Blgartlsan Negotlatlons in January 1999. Followmg the Whlte House conference at the -

end of the year, the President and his team will begin negotiations in J anuary 1999 with the
bipartisan Congressmnal leadership over Social Security reform The Presn'ient is firmly
committed to strengthening the Social Secunty system
| . .
|
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| PRESIDENT CLINTON’S FY 1999 BALANCED BUDGET
| TAX RELIEF FOR WORKING FAMILIES
|

A RECORD.OF TAX RELIEF FOR WORKING FAMILIES. Begmnmg with the tax cut for 15 million -~
working families i m 1993, President Clinton has delivered tax relief to make it easier for working families to.
- raise their childrensand send them to college. The new $500 Child Tax Credit the President pushed for and
~signed into law last year will help 27 million working families. The President’s $1,500 HOPE Scholarship
“advances his goal of making access to two years of college universal. His Lifetimie Learning Tax Credit will
help 7.1 million college Juniors and seniors, graduate students and working Americans upgrade their skills
-and education. Because of this strong record, the typical workmg famrly of four makmg the median i income
now faces the llghtest federal tax burdenin decades :

Consider a mzddle income famzly of four makmg about $53 720 this year. When Preszdent Clinton took
office, this family paid 16.8 cents on each dollar of income to the federal government to cover income
~ and payroll taxes. Since then, this tax burden has fallen, so that this year, the typical middle- -income
family will pay. 115.5 cents on each dollar of income to the federal government -- the lowest federal tax
rate in 20 years And this burden will fall even further next year as it reaches 1 5 1 percent.

The budget takesithe next step and prowdes $24 6 blllron over ﬁve years -and $56 billion over ten years
in tax relief to: |

|
MAKING CHILD CARE MORE AFFORDABLE

e The Child and Dependent Care Tax Credit would be increased for.3 million working families, wrpmg _

- out income tax liability for most families with i incomes below 200% of the poverty line (about $35,000

for a family of} ifour) who have maximum allowable child care expenses. These families will receive an
‘average annual tax cut of $330 at a cost of $5.2 billion over five years ‘

¢ New BusmeSSsTax Credlts The budget also invests one-half billion dollars over five years ina25
percent tax credlt (up to $150 OOO) for annual burldmg, acquisition, operatlonal or contracting costs to
~ encourage busmesses to provrde child care for their employees
l
INCREASING ENERGY EFFICIENCY AND IMPROVE THE EN VIRONMENT The budget contalns
$3.6 billion over the next 5 years in tax cuts for energy effic1ent purchases and renewable energy

+» Tax Credlts For Fuel Efficient Cars. The tax package mcludes tax credits of $3,000 and $4,000 for
' consumers who purchase advanced-technology, hrghly fuel efficient vehicles -- expected to total $660
million over the next five years. :

. Tax Credits For Rooftop Solar Systems Another tax provrslon provrdes a 15 pércent credit (up to
$2,000) for purchases of rooftop solar equipment -- to provide incentives for meetmg the Mrlllon Solar

Roofs goal l

¢ Other Tax Credrts For Energy Effi c1ency The tax cuts also include a 20 percent credit (subject to a
cap) for purchasmg energy-efficient building equipment, a credit of up to $2,000 for purchasing energy-
efficient new hornes an extension of the wind and biomass tax credlt and a 10 percent investment credit
for the purchase of combined heat and power systems ‘
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PROMOTING EX#PANDEDZRE T IREMEN T SAVINGS.

'« Payroll Deduction IRAs. Contributions of up to $2,000 made to an IRA through a payroll deduction
~would be excluded from the employee’s income for tax purposes.”
» "Tax Credit for Small Businesses. To encourage and help small businesses establ1sh pension plans for
+ their employees the budget also includes a three year tax credit. For the first year of the plan, the credit
would be 50 percent of up to $2,000 in administrative and retirement education expenses associated with
“anew defined benefit plan (including the new SMART plan described below), 401(k), SIMPLE or other
pension plan or payroll deduction IRA‘arrangement. For each of the second and third years, the credit -
would be 50 percent of up to $1,000 in such costs. The payroll deduction IRA and the tax credit cost

$508 million o‘ver five years and $945 m1lllon over-ten years:
|

0,

e A New Simplified ,Deﬁned Ben’eﬁtPlan for Small Businesses. The budget also includes a new
simplified defined benefit plan for small businesses: This new pension choice, the SMART plan, is
designed to be casy to administer and to provide a guaranteed pension benefit to all eligible employees

' The proposal costs $304 m1ll1on over ﬁve years ‘and $555 m1ll1on over ten years.

EXPANDING El,)UCA TION INCENT 1VES. -
School‘Construction To spur construction and rehabilitation of our public schools, the President proposes
Federal tax credits to pay interest on nearly $22 billion in bonds at a.cost of $5 billion over five years and
" $11.6 billion over ten years. .Two types of bonds would be authorized: 1) School Modernization Bonds -
special 15 year bolnds with half targeted to the 100 school.districts with the largest number of low-income
children and the other half-allocated to states; 2) Qual1ﬁed Zone Academy Bonds -- bonds enacted last year,

- that encourage publlc school business partnersh1ps in high poverty areas, would be expanded
I .
Employer Provnded Education Assistance. The budget also extends and expands the tax exclusion for

employer-prov1ded educational assistance. The current exclusion for assistance with undergraduate
education is extended for one year to cover courses that begin before June 1, 2001. The tax exclusion is also
expanded to ass1stance with graduate education. "This proposal costs $1 bllllon over both ﬁve and ten years.

) INCREASING 1}' "HE LOW INCOME HOUSING TAX CREDI T. To expand and i improve. the supply of
available low i income hous1ng, the budget raises the allocation of tax credits to states. Currently, the amount .
of credits a state can award annually is limited to $1.25 per capita. The President proposes to raise that limit.
to $1.75 per cap1ta beglnmng in 1999 at a cost of $1.6 billion over five years and $6.7. billion over ten years.
This increase _w111 lead to an additional 150,000 to 180,000 un1ts of affordable housmg over five years

EXTENDIN G KE YT AX IN CEN 11 VES TO HELP CLEAN UP DISTRESSED COMMUNIT. IES M 0 VE
PEOPLE FROM WELFARE TO WORK AND ENCOURA GE RESEARCH AND '
EXPERIMEN T ATION: : : -

. Expensmg of Brownfields Remediation Costs. The budget would make perrnanent this tax
‘ 1ncent1ve that allows certain environmental remediation costs to be immediately deducted.
e Work Opportumty Tax Credit. Set to expire on June 30, 1998, the budget extends this cred1t to
cover employees who begin work before May 1, 2000. .
. Welfare—to Work Tax Credit. Designed to encourage employers to h1re long-term fam1ly a551stance
' recipients, this important credit would be extended for one year and would cover employees who
begin work before May 1;2000.
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. R & E Tax Credlt To encourage research and expenmentatlon thlS credit would be extended for
one year through June 30, 1999. * '

TAX CUTS ARE PAID FOR WITH REDUCTIONS IN UNWARRANTED TAX BENEFITS
For example, the budget proposes that firms allocate their export prof ts between domesttc and foreign
source income in proportton to their activity in the United States and abroad, to raise $6.6 billion over five

years. The budget also proposes to modify reserve rules for annuity contracts and modify corporate

]
owned life insurance rules to more closely reflect the actual economics.
| _ _ :



: PRESIDENT CLINTON’S FY 1999 BALANCED BUDGET
EDUCATION PREPARING OUR CHILDREN FOR- THE 21ST CENTURY

MAINTAINING OUR COMMITMENT TO MAKING EDUCATION OUR NUMBER

‘ ONE PRIORITY Building on the historic balanced budget agreement in 1997 which secured

the largest educat1on investment in 30 years and the largest investment in higher educat1on since
the G.I. Bill | %n 1945, the President’s FY 1999 budget includes the followmg

Small Classes with Quallfied Teachers to Improve Readlng in Grades 1-3. President -
Clinton is proposing a $12.4 billion initiative over 7 years ($7.3 billion over 5 years) to help

- local schbols provide small classes with qualified teachers in the early grades: This initiative

- will help| ensure that every child receives personal attention, learns to read independently, and

gets a solid foundation for further learning. The new initiative will reduce class size from a
nat1onw1de average of 22 in grades 1-3 to an average of 18, providing funds to help local
school drstncts hire an additional 100,000 well-prepared teachers. The initiative will also
provide funds to states and local school districts to test new teachers, develop more rigorous
teacher testing and certification requirements, and train teachers in effective 'reading

- instruction practices. School districts will be accountable for demonstratmg gains in reading

ach1evement These steps will help ensure that first through third grade students are receiving
high- quahty readmg 1nstruct1on in smaller classés from competent teachers

Mo_dern School Buildings to'Improve Student Learning. For students to learn, schools

'.must bewell-equipped and be able to accommodate smaller class sizes. To address these and

other critical needs, President Clinton is proposing federal tax credits to pay-interest on
nearly $22 billion in bonds to build and renovate public schools. This initiative prov1des
more than double the assistance of the Administration’s earlier school construction proposal,
which cbvered half the interest on an estimated $20 billion in bonds. The tax credits will cost
the Treasury $5 billion over 5 years, and more than $10 billion over ten y_'ears.' Of the $22

Jbillion in bond authority, nearly $20 billion for a new School Modernization Bonds. Half of

this bond authority will be allocated to the 100 school districts with the largest number of

low-1 1ncome children, and the other half will be allocated to the states.

Educatllon Opportunlty Zones: Helping Students in Poor Communities Reach High
Standards This initiative will strengthen public schools and help students master the basic and
advanced skills where the need is greatest: in hi gh-poverty urban and rural communities where
low expectat1ons too many poorly prepared teachers, and overwhelmed school systems create -

si gmﬁcant barriers to high achievement. The Education Department will select approximately -

fifty hi gh-poverty urban and rural school districts w1th (1) a demonstrated commitment to use

high standards and tests as tools to identify and prov1de help to students, teachers and schools
who need it; (2) a strategy to prevent students from falling behind by ensuring quality teaching,
challenging curricula, and extended learning time; (3) programs to end social promotion and turn
around !failing schools; and (4) evidence of improved student achievement. Added investments in
these communities will accelerate their progress and provide models of successful, standards-
based reform for the nation. The President's initiative will invest $200 million in FY99, and $1.5
billion over 5 years, in raising achievement and sharlng lessons learned with school districts
around|the country.
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' After-School Learning Opportunities. The FY99 Budget includes a five-year, $1-billion

' 1nvestment in school-community partnerships that create or expand before - and after-school
programs. The Department of Education's 21st Century Learning Center Program, funded at '$40
‘million i mn FY98, would be expanded to $200 million per year. With a local matching requirement
--aided by a $55 million gift from the C.S. Mott Foundatron -- this initiative will leverage a total
of $2 brlllon overall for after-school programs. :
Reduce dnd Eliminate Student Loan Fees. Saving students $3 billion over five years, the
budget wrll phase out the fees that students pay on need-based loans (about 60 percent of all

- student loans) and will reduce fees on other loans by 25 percent. Until 1993, students lost up to 8
" percent of their loans in fees to intermediaries and to the Federal government. Already reduced to
4 percent as a result of reforms enacted in 1993, the Administration's new plan would reduce fees
on all loans to 3 percent in. 1999, and on néed-based loans to 2 percent in 2001, 1 percent in 2002,
and elrmrnated compleétely in 2003.

Work-Study The Budget includes a $70 mrllron increase in funding for the Federal Work-Study
program, | bringing the total number of participants to just over one million in the 1999-2000
school year -- reaching that goal one year earlier than planned This represents a nearly 50
percent fundmg increase since 1996.
l
Educatlon Technology. The Pres1dent s FY l999 budget includes an increase of $137, million
over the 1998 level to ensure that all children have access to the Internet, That teachers know how
to use technology effectively, and to broaden access to high quallty learmng opportun1t1es for
adults using the Internet and other new technologies. : : : :
| .
e Teacher Training in Technology This program will ensure that all new teachers entering .
the workforce can integrate technology effectively into the curriculum and can understand
. new styles of teaching and learmng enabled by technology. % -
I
. Learnmg Anytlme, Anywhere Imtlatlve This 1n1t1at1ve makes it easier for Amerlcans who
live in remote, rural areas, have a disability, or have competing family and work demands to
have| access to individualized up-to-date affordable educatlon and training.
Early Interventlon to Promote College Attendance. President Clrnton will soon announce a
long- term effort to bring college opportunity to children in high-poverty aréas by providing their
famrlles!wuh early information about financial aid and appropriate academic preparation, as well
. as mentoring and other support services to help the chlldren stay on track through h1 gh school
- graduation and 1nto college




ACCESS TO HEALTH INSURANCE FOR PEOPLE AGES 55 TO 65

BACKGROUND

Americans agevs 55 to 65 face special problems of access and affordability. They face greater risks of
health problems with twice the chances of heart disease, strokes, and cancer as people aged 45 to 54.
As people approach 65, many retire or shift to part-time work or self-employment as a bridge to
retirement, sometimes involuntarily. Displaced workers aged 55 to 65 are much less likely than younger
workers to be re-employed or re-insured through a new employer. As a result, more of them rely on the
individual health i insurance market. Without the benefits of having their costs averaged with younger
people as W1lth employer-based i insurance, these people often face high premiums.

* Such access problems will increase, due to two trends: declines in ret1ree health coverage and the aging
of the baby boom generation. Recently, businesses have cut back on offering health coverage to
pre-65-year-old retirees; only 40 percent of large firms now do so. In several small but notable cases,
businesses have dropped retirees’ health benefits after workers have retired. These “broken promise”

retirees lack|access to employer continuation coverage and could have problems finding affordable
'~ individual i insurance. Finally, the. number of people 55 to 65 years old W1ll r1se from 22 million to 35
million by 2010 — or by 60 percent ' ~ '

POLICY DESCRIPTI}O_N

The Pres1dent has proposed three polrcy options to improve access to affordable health insurance for
~ targeted groups of Amer1cans ages 55t065. -

1 Medicare/ Buy-In for People Ages 62 to 65
The centerpiece of this initiative is the Medicare buy-in for people ages 62 to 65.

. Ellglblllty People ages 62 to 65 who do not have access to employer sponsored or

Federal health insurance may participate.
. Piremlum Payments: Part1c1pants would pay two, geographlcally adJusted,
premiums; : , .

- Pre-65 premium: The pre-65 premium would be paid monthly between
i enrollment and when the participant turns. age 65. It is the part of the full
premium that represents tbe average Medicare costs for people in this age
group. For 1999 1t would be around $3OO per mornth and would be updated
“annually. A :

} - : )

l Post-65 -premium: The post-65 premium would be paid monthly beginning

l at age 65 until the beneficiary turns age 85. It is the part of the premium that

, represents the extra costs if participants are sicker than average. For 1999,

| it would be around $16 permonth for each year of participation (about $48

| per month for a person who buys in from age 62 to 65). At the time of

! “enrollment, participants would be told their post-65 premium. The post -65

‘ * premium would be re- ~estimated for future’ participants to ensure that it -



l

| ~ reflects actual expenence This prem1um would be added to the1r Part B
! Medlcare premium. - '

: ' ~ .
ThlS two part payment plan acts like a mortgage: it makes the up -front prem1um
affordable but requires part1c1pants to pay back the Med1care “loan with 1nterest

E‘nrollment: Eligible people would apply at Social Secunty offices. They would
~ bring proof of their age and €ligibility for Medicare when they turn 65. They would

dc:> this within 63 days of either turning 62 or losing 'aCces_s to employer-based or
Federal insurance (63 days is the maximum time period that a person can be
uninsured and still be protected by Health Insurance Portab1l1ty and Accountablllty

| A:ct)

' A;ppllcabilit‘y of Medicare Ru_l:es:. Benefits and most protections would be, for )

paying participants, the same as those of Medicare beneficiaries. Participants would

’ have the choice of fee- for-service or managed care. No Medicaid assistance would
_ be offered to participants for premiums or cost shanng Medigap policy protectlons

would apply, but the open enrollment provision remains at age 65

Dlsenrollment People could stop buy1ng into Medicare at any time. People who
d1senroll would pay the post-65 premium as though they had been enrolled for a full
year (e.g., a person who buys in for 3 months in 1999 would pay the post- -65
premium as though they participated for 12 months). This is 1ntended to act as a
dls1ncentlve for temporary enrollment.- People may only enroll once; for example
\part1c1pant may not disenroll at age 63 and re- enroll at age 64. B

not decrease the life of Medicare’s Trust Funds. Premium collections will be

allocated to the Trust Funds in proportion to spending from those Funds for

p]art1c1pants ‘The Medicare Part B premium and managed care rates for regular'

Med1care beneﬁc1a.rles will be calculated 1ndependently of the buy -in..
l

2. Medi'care Buy-In for Displaced Workers Ages 55 and Over

In addltlon to people ages 62'to 65, a targeted group of 55 to 61 year olds could buy into
Med1care The Medicare buy in would be the same as above with the following exceptlons

Eligibility People would be eligible if they are between ages 55, and 61 and:. (1) .
lost their job because their firm closed, downsized, or moved, or their position was
e11m1nated (defined as be1ng eligible for unemployment 1nsurance) after January 1,
1998 (2) had health insurance on their previous job for at least one year (certified

) through the process, created under HIPAA to guarantee continuation coverage); and.

(3) do-not have access to employer sponsored COBRA, or Federal health insurance.
Spouses of these e11g1ble people may. also buy into Medicare.

Medlcare Trust Fund Impact " According to the HCFA Actuaries (who also .
mon1tor the status of the Trust Funds for the. Medlcare Trustees), this initiative will- -



!
. P:remlum Payments: Partlclpants would pay one, geograph1ca11y ad]usted prem1urn
with no Medicare “loan * This premium represents the average Medicare costs for
people in this age group (one premium for age 55 to 59, another for 60 to 61) plus an -
add -on to compensate for some of the extra costs of participants- who may be sicker
than average. For 1999 the prem1um would be $400 per month and would be
updated annually : :
. D,isenrollm'ent: 'Lik_e people ages 62 to 65, eligible displaced workers and .their
: spouses must enroll in the buy-in within 63 days of becoming eligible. Participants
. continue to pay . prem1ums until they voluntarily disenroll, gain access to
i employer-based insurance or turn 62 and become eligible for the more general_
Medicare buy-in. Once they disenroll, they may only re- enroll if they meet the
e11g1b111ty rules aga1n (e g, are d1splaced again). .

3. Employer Buy-In (COBRA Contmuatlon Coverage) for Certam Retlrees _

- The Pres|1dent would also help ret1rees Whose former employer unexpectedly drops the1r
retiree health insurance, leaving them uncovered and with few places to turn. '

.. Eligibility: Termination of retiree health benefits (i. e. they were covered but their
employer ended that coverage) for retirees age 55 to 64 and their dependents would
become a COBRA quahfymg event. :

. Premlum Payments Part1c1pants would pay 125 percent of the active employees ‘
prem1um This premium is higher than what most other COBRA participants pay
(102 percent) to help offset the add1t1ona1 costs of part1c1pants
|
. . Enrollment Part1c1pants would enroll through the1r former employer follow1ng the
same rules as other COBRA e11g1bles :

° Dlsenrollment: Ret1rees would be eligible until they turn 65 years old. ﬁependents
' would be eligible for other related periods of eligibility as other COBRA enrollees.

e * Federal Budget Impact: There is no Federal budg_et impact because costs would be
pfaid for by the private sector, primarily through retiree premium contributions.

Medica'r'e‘-Anti-Fraud Waste 'and Abuse Initia’tlves B

The Med1care buy-i 1n would produce some costs pnmanly because Medlcare is. “loanlng _
.part1c1pa|nts part of the premium at ages 62 to 65. Even though in the long-run the buy-in for
62 to 65 year olds is self-financing, the President has proposed a set of anti-fraud, waste and
abuse provisions to offset the up- front “loan” and any costs of the displaced workers’ buy-in.
~ These p'ollic'ies also are part of the President’s ongoing effort to root out fraud and waste in
Med1care Five of the President’s anti-fraud, waste and abuse initiatives produce scorable

budget s|av1ngs
-
Ce Ellmlnatmg Excessnve Medicare Relmbursement for Drugs A recent report by

.
I
|



the HHS Inspector General found that Medicare currently pays hundreds of millions
of dollars more for 22 of the most common and costly drugs than would be paid if
market prices were used. For more than one-third of these drugs, Medicare pays
more than double the actual acquisition costs, and in one case pays as high as ten
times the amount. This proposal would ensure that Medicare payments be provider’s -
' actual acquisition cost of the drug without mark-ups.~

. Elnmnatmg Overpayments for Epogen. A 1997 HHS Inspector General report
found that Medicare overpays for Epogen (a drug used for kidney dialysis
patlents) This policy would change Medicare réimbursement to reflect current
market prlces (from $10 per 1,000 units administered to $9)

. E‘lrmmatlng Abuse of Medicare’s Outpatient Mental Health Benefits. The HHS
Inspector General has found abuses in Medicare’s outpatient mental health benefit
, specifically, that Medicare is sometimes billed for services in inpatient or
~ residential settings. This proposal would eliminate this abuse by requiring that
- these services are only provided in the appropriate treatment settlng

. Ensurmg Medicare Does ‘Not Pay For Claims Owed By Private Insurers Too
often Medicare pays claims that are owed by private insurers because Medicare

has no way of knowing the private .insurer is the primary payer. This proposal

would require insurers to Teport any Medicare beneficiaries they cover. Also,
Medlcare would ‘be allowed to recoup double the amount owed by insurers who
purposely let Medicare pay claims that they should have paid, and impose fines for
fa1lure to report no-fault or liability settlements-for which- Med1care should have

b|een relmbursed

. Enable Medlcare to Negotlate Single, Slmpllﬂed Payments for Certain Routine
‘ Surglcal Procedures. This proposal would expand HCFA’s current “Centers of
Excellence 'demonstration that enables Medicare to pay for hospital and phys101an
serv1ces for certain high-cost surgical procedures through a single, negotiated
payment This lets Medicare receive volume discounts and, in return, enables
- hospltals to increase the1r market share, galn clinical expertlse and improve quality.
]
A series lof other ant1 fraud waste and abuse actions are proposed as well (see ‘Ten-Point
Plan,” a{'nnounced by the Preszdent on January 24,1 998)
]

|




N  CHILDREN’S HEALTH OUTREACH .

BACKG ROUNI)

Last year the President, w1th brpamsan Congressmnal support 51gned into law the largest
single expansmn of children’s health i insurance in 30 years. The Children’s Health Insurance
‘Program (CHIP) provides funds for coverage of millions 6f working fam1hes uninsured
children. These families typlcally have too much income to qualify for Medicaid but too
little to' afford health insurance. But; to ensure the_success of this program an aggressive
campalgn to enroll ehg:ble uninsured-children is needed. :

In addltlon over 3 million children are uninsured but ehglble for Medlcald today. Educatmg ,

families about their options and enrolling them in Medicaid has always been difficult, but -

it has recently become even more challenging. The number of children enrolled in Medicaid -

leveled offin 1995 and, according to the Census, dropped by 6 percent in 1996. While some

of this detline may be due to the lower number of children in poverty, anothér reason for this -

- decrease fmay be families’ mlsunderstandlng of their children’s continued eligibility for
: Medrcald that the welfare reform exphc1tly guaranteed ‘

POLICY DESCRIPTION

To give States the tools and fundrng to find and enroll uninsured‘children, the President’s
1999 Budget ihvests $900 million over 5 years in children’s health outreach policies:

.« . Fund for outreach Tn welfare reform a special $500 million pool was created to-

fund efforts to improve Medrcard enrolhnent of families affected by Welfare reform o

‘ The Pre31dent s 1999 Budget includes a proposal that would expand the use of this -
fund States would be able to receive a 90 percent matching rate for most outreach
activities for all uninsured children, not just those who would have been eligible for
welfare The Federal funds to cover the extra matching (above Medicaid’s regular
matchlng amount) would come from this fund. In addition, the proposal would
remove the sunset of the fund in 2000 and add another $25 million to assist States
Wlth increased outreach activities. This outreach fund would prov1de States with the

L resources to simplify enrollment systems, launch ad-campaigns, educate community -
volunteers, and conduct other outreaeh campalgns to find and help enroll unmsured
c}lnldren - : '

e 'Afllowing immediate Medicaid coverage through schools, child care resource

and referral centers, and other sites. The Balanced Budget Act (BBA) of 1997
gave States a new option in-Medicaid to grant “presumptive eligibility” to children.
Certaln children may receive immediate Medicaid coverage on a temporary ba51s ‘
whlle waltlng for a full Medlcald ellglblhty determmatlon

Tihe Pre31dent s 1999 Budget proposes to make thls presumptlve ehgrblhty option
more ﬂex1b1e and attractive to States Flrst it would broaden the deﬁmtlon of who

i
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czlm determme presumptlve ehg1b1hty to 1nclude sites such as schools Chlld care

resource and referral centers, child support enforcement: agenmes and CHIP

ellglblhty workers. These people are on the front lines in carmg for children and

'\ could help educate and eriroll them-in Medlcald 'Second, it would eliminate the

~ requirement that States subtract the costs of presumptive eligibility from their CHIP

- .allotments. Instéad, these costs would be matched as a regular Medicaid State plan’

opnon Both of these changes would glve States ‘greater incentives and flexibility for
usmg thls optmn ’

- In addition, the Department of Hea]th and Human Serv1ces (I-IHS) has 1dent1ﬁed a number
of ideas and options for States to simplify enrollment and integrate Medicaid and- ‘CHIP.

This includes encouraging “out-stationing™ of eligibility workers; using. mail-i m simple
applications; and using a joint application form for both Medicaid and CHIP (see letter to
State Health Oﬁ" cials from HHS dated January 23,1 998 for detazls)



- CANCER CLINICAL TRIALS FOR MEDICARE BENEFICIARIES

BACKGROUND

: More than 40 percent of Amerrcans will be dlagnosed w1th cancer during: the1r lifetime and
more than 20 percent will die from it. Less than three percent of cancer pat1ents participate
in clinical trials. Moreover, Americans over the age of 65 make up half of all cancer
patients, and, are .10 times’ more likely to get cancer than younger Americans. Many
scientists believe that higher participation in clinical trials could lead to faster development
of therapies for more of those in need, as it often takes between three and five years to enroll
enough participants in a cancer clinical trial to make the results scientifically legitimate and
statistically meaningﬁﬂ.. Older Americans and people with disabilities covered by Medicare
frequently cannot participate in cutting-edge cancer clinical trials because the program does
not pay for such treatments until they are established as standard therapies. :

POLICY DESCRIPTION

The President has proposed a demonstratlon that would help Medicare beneﬁc1ar1es access.
these cutting- edge cancer treatments '

e Three-Year Demon‘stratlon Program for Medicare Beneficiaries. The proposal
-would establish a three-year $750 million demonstration program for Medicare
‘beneficiaries to cover the patient care costs associated with certain cancer treatment
clinical trials (research studies with patients). -

. Covers Certain Cancer Clinical Trials. Studles sponsored by the Natlonal
Institutes of Health (NIH) would quallfy ‘This includes:

- ' Tr1als conducted by NCI programs that oversee and coord1nate extramural
" clinical cancer research; ‘
-» - Trials conducted by Cooperative Groups programs;
- NCI-sponsored trials at NCI-designated cancer centers;
- NCI grants supporting clinical investigators; and
- Clinical trials for cancer conducted at other NIH institutes:

* After one year, the proposal also allows for amendments and/or additions__to this set of trials
by the Secretary of Health and Human Services within the same funding constraints, with
the advice of the Institute of Medicine’s National Cancer Policy Board. h

. Includes Report to Congress Following Three-Year ‘Demonstration. -The
~ proposal includes a review and evaluation of the demonstration by-the Secretary of
Health and Human Serv1ces n consultatron with the Institute of Med1c1ne s National
. Cancer Policy Board, to consider whether to extend and/or expand the demonstration,
‘no later than 30 months after enactment.

"e- No Impact on the. Medicare Trust Fund. The demonstration "would be



adrmmstered by the Health Care Financing Administration, Wthh admlmsters’

Medlcare but would be funded by $750 million in'receipts from tobacco leglslatlon e

It would therefore have no effect the ﬁnanmal condmon on the Medlcare Trust Fund

Builds on the Blpartlsan Leglslatlon in the Congress Senator Mack and Senator

Rockefeller and Representatlve Nancy Johnson have taken leadershlp in this area by -

- proposing similar legxslatlon that would pr0v1de cancer clm1ca1 tr1a1 coverage for
Medlcare beneﬁ01ar1es ~



" FUNDS FOR AMERICA

The 1999 President’s budget meets the challenge of mvestmg in our future by proposing
three new investment funds for America -- for research, the envnonment and transportation
“-= to direct resources-to these critical pnormes ' :

+  The Research Fund for America includes a broad range of investments in_ -
knowledge, including research programs of the National Institutes of Health;
the Centers for Disease Control; the National Science Foundatron the -
National Aeronautics and Space Administration; the Energy, Agriculture, and
Education Departments; the Commerce Department’s National Institute of
Standards and Technology; the Department of Agriculture; a multi-agency |

- Climate Change Technology Initiative; and other programs.

. The Environmental Resources Fund for America encompasses the multi-
' agency Clean Water and Watershed Restoration Initiative; the new Land,
‘Water, and Fa(:lhty Restoration Initiative; the Agnculmre Department’s water
and wastewater program for rural communities; and the Environmental
Protection Agency’s programis for cleaning up hazardous waste sites (w1thm

the Superfund) and for ensuring clean water and safe drinking water.

e  The Transportation Fund for America includes the Transportation
Department’s highway, highway safety, and transit programs; the Flight 2000 .
free flight demonstration program and FAA programs including Arrport .
Grants. ,

‘Together, these deficit-neutral funds provide $75.5 billion.in 1999, a $4.7 billion increase

- over 1998 levels, all of which is requested as discretionary. appropriations., The financing of

" “these Funds applies the principle of pay-as -you-'g;o in the Budget Enforcement Act -- which

applies to mandatory spending -- to discretionary spending as well. All three funds are -
-deficit neutral, and are financed with'a combination of transfers within the dlscretlonary caps

and specific mandatory savmgs and revenue proposals For 1999, the Funds are financed as

follows: = : :

. The Research Fund for America is ﬁnanced through funds avaﬂable under
’ the discretionary caps, receipts from tobacco leglslatron and savings from

‘VA tobacco reform.

. The: En\rironmental Resources Fund for America is financed through

funds available under the dlscretlonary caps and a renewed Federal tax to
support the Superfund. - : ~ :
. The Transportatmn Fund for Amenca 1S ﬁnanced through funds available

under the dlscretronary caps.

" The use of rnandatory offsets for discretionary spending is permissible under current
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scorekeeping rules and precedents. Mandatory offsefs were used in both the FY 1996'(the
sale of the U.S. Enrichment Corporation and debt collection reform) and FY 1997 (spectrum
receipts and reform of the bank insurance funds) appropnatlons processes to fund important -
discretionary programs. Altemanvely, Congress may choose to specifically -authorize
mandatory offsets for the purposes of -these new Investment Funds. The Administration
1ntends to work with the Congress to determine the- best approach
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ENVIRO'NMENT AND NATURAL RESOURCES

The 1999 budget requests $31 5 bllllon in discretionary spendlng for hlgh-pnorlty' C
~ environmental and natural resource programs, $1.4 billion, or five percent, more than the
- 1998 enacted level. The budget includes a- major initiative to begin addressing climate
. change through higher research spending and new tax incentives to spur energy efficiency
and develop low-carbon technologies. The budget also proposes an innovative, deficit--
neutral financing mechanism for many key environmental restoration programs -- the
'Environmental Resources Fund for America -- that supports two additional initiatives: water . .
quahty, and land/facility restoratlon :

e Climate Change Technology Initiative. The budget prov1des a ﬁve -year, $6.3

o billion package of tax incentives and research spending to reduce the Nation’s

" emissions of greenhouse gases. The 1999 increase is $0.9 billion, roughly .doubling
the 1998 enacted level, as a down-payment on the President’s five- -year commitment. .
Approx1mately $2.7 billion of the $6.3 billion package is R&D spending to develop

' more fuel- efficient automobiles and trucks; energy- saving technologies for

~ commercial bu11d1ngs and homes, more energy-efficient industrial processes, and. -
renewable energy sources such as blomass wind, photovoltalcs and fuel cells. The
_remaining $3.6 billion of the $6.3 billion package are.tax 1ncent1ves to stimulate the

. adoption of more efficient technologles in bu11d1ngs vehlcles and power generatlon

For highly fuel efﬁc1ent vehlcles a tax credit of $4,000 would be available in the

year 2003 for vehicles that get three times the base fuel economy for their class. A

tax credit of $3,000 would be available in the year 2000 for vehicles that get two

times the base fuel economy for their class. Both tax credits would phase out over
~time (the $3 000 credit by 2006; the $4,000 cred1t by 2010)

. Environmental Resources Fund for America. The budget proposes the
Environmental Resources Fund for America, a mechanism to use PAYGO offsets to
pay for increases in high priority discretionary environmental programs. The Fund
provides. $7.7 ‘billion, 14 percent above 1998, for key environmental restoration -
programs. The Fund includes: - ' :

 Land, Water, and Facility Restoration Initiative: The budget proposes an increase

‘of $92 million, eight percent more than in 1998 (and $961 million, 16 percent, over

5 years) for construction and 'maintenanc__e for national parks, forests, refuges, public

* lands, and Indian schools. In addition, the initiative includes a 43 percent increase-

“in land acquisition spending over the next five years .from the Land and Water

- .Conservation Fund (LWCF) and a 12 percent increase over five years from the

Historic Preservation Fund. The LWCF request in 1999 is at the 1998 enacted level
of $270 million, excluding the $699 million i in one- -time prlonty land acquisition

fundlng in the 1997 budget agreement ‘ '

Clean Water and Watershed Restoratzon Initiative: The budget.ineludes $2.2 billion,
a $568 million or 35 percent increase over 1998, for a multi-agency initiative to



' restore and protect the Nation’s waterways by preventing polluted runoff, protecting
public health, and ensuring community-based watershed management. Within this
total, the budget proposes $143 million, the full amount authorized, for California, .
Bay-Delta watershed restoration activities and $282 million, 24 percent more than
in 1998 to continue the Administration’s support for restoring the Everglades.

Water Qualzty Infrastructure The budget proposes $l 85 b11110n in cap1tahzat10n
grants for Drinking Water State Revolv1ng Funds (SRFs), which make low-interest
loans to help municipalities address water quallty Of this amount, the budget
includes $1.1 billion in grants for the Clean Water SRFs and $775 million for the,
Safe Drinking Water Act SRFs. The funding levels for the two SRFs make progress
_toward the Administration’s goal of providing sufficient capital for the funds to
‘ prov1de $2. 5 billion a year 1n ﬁnan01al assistance to mun101pa11t1es over the long run.

USDA Water 2000: The budget provides funds for USDA’S Water 2000 1n1t1at1ve --
1o bring safe drinking ‘water to rural Americans with some of the Nation’s most
" serious problems of water availability, dependability, and quality -- within its $1 3
~ billion for rural Water and Wastewater grants and loans. -

Superfund Cleanups: The budget proposes $2.l billion for Superfund, a 40 percent
* increase over 1998. These funds will help meet the President’s pledge to double the

pace of Superfund cleanups, bringing the total number of cleanups to 900 by the end
of 2001. :

EPA’s Operating P'rlograln The budget proposes $3.6 billion, an eight’percent
increase over 1998, for EPA’s operating program, which includes most of EPA’s .

. research, regulatory, partnership grants (with States and. Tribes), and enforcement L

programs. . The program represents the backbone of the Nation’s efforts to protect
public ‘health and the environment through sound science, standard setting,
_ enforcement, and other means, ensunng that our water is pure, our air clean ‘and our " -
~ food safe. .

"~ Brownfields ‘Redevelopment Initiative. The budget proposes to extend the

.. President’s Brownfields initiative, which promotes cleanup and redevelopment of

abandoried land -- usually in inner cities -- contaminated from previous industrial
use. EPA would receive $91 million (+$3 million over. 1998) for grants to
~communities for site assessment and redevelopment planning; and for revolving loan
funds to finance clean up efforts at the local level. HUD would receive $50 million,
$25 million more than in 1998, to leverage State, local, and private funds for
 redeveloping cleaned-up sites and creatlng jobs. The budget also proposes to extend
the targeted tax incentives to spur | Brownﬁelds cleanup

Endarigered Species A‘ct The budget provides $113 million a $36 million increase
over 1998, for DOI’s endangered species program, mainly for the Administration’s
new reforms to encourage private landowners to protect spe01es The budget also
‘includes $40 million, a $10 million increase over: 1998 for the Natlonal Oceanic and


http:priva.te

Atmosphemc Admmlstratlon s endangered spemes program mamly focused on
habitat conser\fanon planmng

Multllateral and Bllateral Env1r0nmental Assnstance The. budget proposes $322 .
. million, three percent moré than in 1998, for bilateral and multilateral environmental
assistance. Bilateral assistance includes U.S. Agency for International Development
(USAID) activities to address topics such as biodiversity, and to implement USAID’s
five-year, $1 billion commitment to help developing countries address climate
. change. Multilateral assistance funds U.S. voluntary contributions to the UN

_ environmental system and other international environmental activities. '

Global Environment Facility (GEF). The budget provides $300 million for U.S.
obligations to the GEF, which is the world’s leading institution for protecting the -
global environment from climate change, extinction of valuable species, and the
oceans’ fish population. This proposal includes $193 million for U.S. contributions
previously due and $107 million for an initial contnbutlon to replemsh the GEF
between 1999 and 2002. : '

'Federal Facilities Cleanup and Compliance. The budget provides $6:1 billion, an
increase of $275 million over 1998, for the Department of Energy’s Environmental
‘ Management program for cleaning up Federal facilities contaminated with
" radioactive or hazardous waste left over from over 40 years of research, production,
and testing of nuclear weapons The budget also mcludes $4.4 billion for
Department of Defense clean-up activities on military bases, d decrease of $450
million from 1998 largely due to the completxon of one- -time pro;ects and clean—ups
at closed mllltary bases.



. CLIMATE CHANGE TECHNOLOGY INITIATIVE ~

' Last fall, the Pres1dent announced a nme—pomt plan fo begm addressmg climate change
“including a five-year, $5 billion package of tax mcentwes and R&D spending to spur energy
- efficiency and help develop low-carbon energy SOUTCES. Wrth the historic agreement in-
Kyoto in December to reduce greenhouse gas emissions, the President is now. proposinga -
-$6.3 bllllOIl initiative over 5 years -- $2.7 billion in 1ncreased spendlng and $3.6 billion in

tax 1ncent1ves ‘For 1999, the budget includes $473 million in mcreased spendrng on climate-.. .

" change related technologles ($1.292 billion vs. $819 mrlhon in 1998) and $421 m1ll1on in
tax mcentrves The total ﬁrst-year mltlatlve is $894 m1111on and covers the followmg areas

‘ BUILDINGS

<

O .' Accelerate the deployment of axzstmg technologzes through better labelmg of hrghly -
S efﬁcrent technologies and appliances, through the Partnership for Advanced
' Technologles in Housing (PATH), -and through tax credits for the purchase of certain

highly efficient burldrng equlpment and for the purchase of h1ghly efficient new . |

' homes. PATH will be a cooperative effort by HUD, DOE, and EPA to work with the -
- building 1ndustry and communities to develop and deploy the best avallable housmg';: :
; ,technologles and pracnces : e '

’6'

The tax cuts 1nclude a20 percent credlt (subject to a cap) for purchasrng energy— -

efficient burldrng equipment,.a credit of up to $2,000 for purchasmg energy—efﬁ01ent
 new homes, an extension of the wmd and bromass tax credit, and a 10 percent
1nvestment cred1t for the purchase of combmed heat and power systems L

e lelton Solar Rooﬁs Last June the Presrdent announced an 1n1t1at1ve to encourage i f

; ,‘ ~ ,'the 1nstallat10n of one million solar hot: water and. photovoltarc installations on .
"1 'buildings ovet the next 10 years, DOE will fund cost-reduction R&D for rooftop -

‘solar systems and’ ‘will establish partnershrps with. cornmunltles and builders.- In

- .addition, the budget 1neludes a'15 percent tax credrt (up to $2 OOO) for: purchases of -
“ rooﬁop solar equlpment - to prov1de incentives: for meetlng the M1111on Solar Roofs

goal , ' : . e

- Cent DOE is also mcreasmg its research on bulldmg systems modehng and on major - '

components suchas advanced heat-pumps coolrng systems furnaces and lrghtmg RN

INDUSTRY

R ;. 4"_ ’:f_. ; DOE will mtensgﬁ: its partnershtps wzth mdustty on technology roadmaps and plans‘
- to reduce _energy’ consumption -and ‘secure; early reductions in greenhouse gas . .

- emissions. Partnersh1ps currently exist with the aluminum, steel glass, paper and
forest, products metal casting,’ and chemicals industries. Cost-shared R&D with
mdustry teams and consortia will be enhanced and’ eomplementary efforts will be
undertaken by EPA, USDA and DOC (NIST) leadmg to voluntary mdustry

. greenhouse gas reductrons e



. . Combined heat and power is an advanced form of cogeneration that 1ntegrates power _
generation with the provision of useful thermal energy in a factory or bu11d1ng Thls
1n1t1at1ve combmes R&D with a 10 percent tax cred1t for 1nvestments

. . F luorine recovery tax creditsL_ Tax credits are proposed for certain investments to -
" remove or recycle fluorine and fluorocarbon compounds that are potent'greenhon_se
gases. ‘ : ‘ '
- TRANSPORTATION
e ‘The Partnership for a New Generation of Vehicles (PNGV) is a government-

industry effort to develop a safe, clean, and affordable car that gets up 80 miles per
g gallon. _'Production'prototypes are planned for 2004. DOE is the largest player, -
. followed by EPA, DOC, NSF, and DOT: In 1999; the combined réquest for PNGV-
 felated work in those -agencies is $277 million, up from $227 appropriated-in 1998. |
The budget also proposes | tax credlts to encourage the purchase of th1s type of h1ghly-
“efficient vehicle. -

. Tax Credtts F or Fuel Eff cient Cars. The budget 1ncludes tax credlts of $3, 000 and
$4,000 for. consumers who purchase advanced-technology, hlghly fuel efﬁc1ent

vehicles -- expected to total $66O million over the next five years. :-

e Partne'rshipsfof Light dnd Heavy Trucks. Similar government-industry .efforts are

proposed to develop more efficient diesel eng1nes for both light trucks and heavy
 trucks. ‘ : ~
. Sustainable Transportation promotes alternatives' to single-occupancy vehiclé

travel, modeled after the approach adopted by Portland, Oregon. ' Programs in EPA’
and DOE- will be coordinated with existing and planned DOT programs, and a tax
law amendment is proposed to equallze treatment of employee parkmg and trans1t

'beneﬁts |
ELECTRICITY
. Renewable energy. DOE will expand research partnerships in technologies such as

wind, photovoltaics, geothermal, biomass, and hydropower to .accelerate price
-reductions and improve performance. The 1999 budget proposes.a $100 million
increase for solar and renewable energy R&D -- a 37 percent increase over 1998 --
and a 5-year extension is-proposed for the tax credit for electricity produced from
w1nd and biomass.

. Electrtczty Restructufmg 'DOE and EPA wfll work with States and utilities to

ensure that the restructunng does not impede the ~adoption of renewable energy :
technologles ‘ : '
. Nuclear power—plant Itfe extenszon DOE w1ll initiate an R&D effort addressmg the

critical technology needs to allow currently operating nuclear power plants to safely



extend their operating 11fet1mes by 10 to 20 years which will make the transition to .
other low carbon energy sources, such as solar and renewable energy, much easier.

B - Innovative coal combustton technologies. In 1999 DOE w111 1n1t1ate a research
- . program on innovative new approaches to coal combustion that offer the poss1b111ty
of much lower carbon emissions than ex1st1ng technologles :
CARBON REMOVAL AND SEQUESTRATION
. Sequestration R&D. Research is being funded on biological and phys1ca1 methods»
of removing carbon dioxide (CO,) both from combustlon gases and from the
~ atmosphere. ‘

CROSSCUTTING ANALYSIS AND RESEARCH

. Emissions credtts, incentives, and trading. EPA will evaluate options' for a

domestic tradmg system and early reductlon program 1n 1ndustry, based on industry
consultations. :
o - Program and science assessments. DOE will lead efforts to assess the implications

of new research results produced by the Global Change Research Program.



RESEARCH AND DEVELOPMENT

. The 1999 budget provides a total of $78.2 brlhon for research and development (R&D) '

t- investments -- a three percent increase over 1998, C1v1l1an R&D compmses 48 percent of

this total, continuing a gradual i increase in emphasis on non-defense R&D. The budget-
~ provides $16.7 billion for basic research and $16.4 billion for applied -- increases of eight
“and five percent, respectively, over the 1998 levels. The budget provrdes $14.5 billion for
umversrty-based research, or. six percent more than in 1998. The centerpiece of the
Administration’s coritinuing commitment is the proposed Research Fund for Amerlca (RF A)
from which many of the research dollars will now flow. -

RESE'ARCH FUND FOR AMERICA :

. Reflecting the Presrdent s commitment to ensuring long-term stabrhty and growth

for civilian research programs the budget proposes a Research Fund for America that

- will support a wide range of Federal science and technology activities. The budget

* proposes $31 billion for the Fund representmg an eight-percent increase for these .
-aetlvmes over the 1998 level By 2003 the Fund will grow by 32 percent

HIGHLIGHTS BY AGENCY

e Department of Defense (DOD). The budget provides $37 billion for DoD research
- and development -- a one-percent decrease from 1998. Highlights include the Dual. -
Use Applications Program and the Commercial Operations -and Support Savings
Initiative, which promote development of dial-use technologies and adapt cost- .
saving comrmercial technology for military uses. The budget also supports' Advanced
. Concept Teehnology Demonstrations, Wthh harness technology and innovation for
! mrhtary use, at less cost.

. National Instltutes of Health (NIH). The budget provides a $1.15 billion increase
. for NIH, the largest ever, to a proposed $14.8 billion agency funding level that will
support greater research ¢ on diabetes, brain dlsorders drug demand reduction, genetic
. medicine, disease prevention strategies, and the development of an AIDS vaccine.
Within this level, the ‘budget provrdes a 10 percent increase in cancer research at
- NIH, highlighting renewed efforrs to prevent, detect, and, ultlmately, cure cancer.
From 1999 to 2003, the NIH budget will grow by nearly 50 percent and cancer
research at NIH will grow by 65 percent

e National Aeronautlcs and Space Admmnstration (NASA). The budget provides
~ $13.5 billion for NASA in 1999 -- a one-percent decrease from 1998 -- and supports

various ongoing activities, including: $2.1 billion for Space Science -- a three percent

increase over 1998, leading to more robotic exploratlon of the solar system; $1.4
- billion for Earth Science (formerly Mission to Planet Earth), which explores the
.’ influence of natural processes and human activities on the environment; $389 milliori
~ - for Advanced Space Transportation Technology, including funds for the X-33 and



X-34 reusable launch vehicle technology demonstrations; $786 million for NASA’s
Aeronautics Research and Technology programs, including Aviation Safety R&D;
“and $760 million in future-year funds to support launch vehicles that would lower -
NASA’s launch costs. The budget also 1ncludes $2 3 bllllOIl for the International
: Space Station. : : —

. V‘Department of Energy (DoE) The budget prov1des $7.2 billion in R&D fundmg .
 for DoE -- an eleven percent increase over 1998. The budget includes resources for

science research .and nuclear fusron programs, for constructing the National : . |

Spallation Neutron Source, for the international partnersh1p on, the Large Hadton
Collider, and for DoE research under the Chmate Change Technology Imtlatlve '

Natlonal Scnence Foundatmn The budget provides $3. 7 billion, 10 percent more

© . thani in 1998, .for NSF, whose broad mission is to promote science and engineering

research and education across, all fields and disciplines. The $344 million increase
1s NSF s largest ever. ' ‘

Department of Agnculture (USDA). The budget provides $1.4 billion for R&D
at USDA and includes support for the Agricultural Research Service, the Economic
Research Service, and Cooperative State Research, and Forest Service: programs.
‘The budget also requests $130.million (+25 percent) for USDA's ‘high-priority
National Research Initiative, and proposes a new Food Genome Initiative expanding
efforts to understand the genomes of 1mportant plants ammals and mlcrobes

Department of the Intenor (DOI). The budget provrdes $80’7 million for Interior’s
U.S. Geological Survey -- a 6 percent increase over 1998 -- for natural resource and |
environmental -sciences in clean water, natural -hazards reductlons -and" wildlife
biology and habitat. ‘ : ' '

Department of Commerce (DoC) The budget provrdes $1.1 billion for R&D at
DoC -- essentially equal to the 1998 level -- and includes fundmg for the National
Institute of Standards -and Technology (NIST) Advanced Technology Program,
construction of an Advanced Measurement Laboratory on.the NIST campus in
Gaithersburg, Maryland, and Oceanic and Atmospheric Research activities. ‘

Departnlent of Veterans Affairs (V;&). ~The~budget‘proVides $0.3 billion to V'A’s

research program. to conduct basic clinical, epidemiological,-and behavioral studles L

across the entire spectrum of scientific dlSCIp]lnCS Research will focus on aging, .
chronic diseases, mental illness, substance abuse sensory loss, trauma, health
systems, special populatlons (mcludmg Persian Gulf Veterans), and military
occupation and envrronmental exposures



MULTI- AGENCY INITIATIVE HIGHLIGHTS

. Climate Change Technology Initiative. The budget 1nc1udes a ﬁve -year R&D.
program to reduce the Nation’s emissions of greenhouse gases. -Led by the
- Department of Energy and the Environmental Protection Agency, the effort also
includes activities of the National Institute of Standards and Technology and the
Departments of Agriculture and Housing and Urban Development. - The budget
proposes a combined $2.7 billion increase over five years for these agencies for R&D
on energy efficiency, renewable energy, and carbon-reduction technologies. The
“budget also proposes $3.6 billion in tax incentives over five years to stimulate the
adoption of more efficient technologies in bu11d1ngs 1ndustr1al processes, vehlcles

and power generatlon

s . US Global Change Research Program. The budget . provides $1.9 billion --
-7 essentially equal to the 1998 level -- to increase understanding of climate change and -
variability, atmospheric chemistry, and ecosystems. '

' -_" : Large Scale Networking and High End Computing' The budget provIdes $850
million for this R&D effort, originally called High Performance Computing and -

‘Commumcatlons which the Administration has restructured to focus on clearer’

goals, milestones, -and performance measures. - As part of this effort, the budget
o includes $110 million for the Next Generation Internet Initiative. -

J Partnershlp for a New Generatlon of Vehicles (PNGV) The budget provides
$277 million -- a 22-percent increase over 1998 -- for 'this cost-shared, industry
partnership. Federal funding focuses mainly on development of productlon prototype
vehicles three times more fuel efficient than today s cars, with no sacrlﬁce in
comfort performance or pr1ce :

OTHER HIGHLIGHTS

. -US/Mexnco Foundation. The budget prov1des $5 mllllon to enhance U.S. and -
Mexican science and technology: strengths by. support1ng research, training, and
* human resource development d1rected at problems common to both countries.

*. . Global Learning and Observatlons to Beneflt the Environment (GLOBE) The

oo budget provides ‘$14 million for GLOBE, an international K-12 educatlon and
science partnership linking schools and scientists to make and interpret
_env1ronmental measurements and share 1nformatlon over the Internet. B

. Education Research Initiative. The budget prov1des $50 million per year for five
years for a partnership between the Education Department and the National Science
- Foundation to support : research focused on the best approaches to raising student.
achievement through for example learning technologies, and innovative approaches



PR A

to reading and mathematics instruction th;itz.téike advantage of the latest research
findings in cognitive research, and research on brain developmerit in young children.



HEALTH RESEARCH
IN. THE RESEARCH FUND FOR AMERICA

BACKGROUND '

Recent progress in biomedical research has ensured that many. of the diseases Americans
faced a generation ago can now be prevented or treated. Smallpox has been eradicated from
the entire world and polio is gone from the Western Hemisphere. There are new therapies -
for some of the most devastating diseases, such as AIDS. These successes would not have
occurred without -a strong™ sustained support of biomedical research. Even more
breakthroughs are in sight. For example, new knowledge about both genetics and the
* structure of tumors may enable scientists to pinpoint more effective treatments for prostate,
breast, and ovarian cancer. There are also new opportunities to learn more about preventing
diseases. Flnally, there are new poss1b111t1es to deterrnlne how to translate cuttlng edge
discoveries into practlcal 1mproved care.

POLICY DESCRIPTION

To build on this progress and new possibilities, the “21st Century Reséarch Fund” contains
“an unprecedented, multi-year commitment to improve health care research. It contains new
- funding for investments in biomedical research, prevention research, and research to 1mprove

: health outcomes. .In 1999 alone, this Fund conta1ns

An Historic $1.15 Billion Investment in Biomedical Research. To build on the progress -
in biomedical research, the Fund contains a historic up-front investment in biomedical

o  research—a $1.15 billion increase in FY 1999 — and proposes an increase in NIH funding

of nearly 50 percent over the next five years. Under the President’s proposal, the NIH will
devote over $20 billion to biomedical research in 2003. This increases funding at all of the
Institutes at NIH, including a 65 percent increase in cancer research funding.

« ' $25Million Increase in New Prevention Research. The Fund also includes a new
Prevention Research-Program at CDC to identify interventions that prevent diseases.

. $25 Million Increase In Quality and Health Outcomes Research. Research at the
" Agency of Health Care Policy and Research (AHCPR) bridges the gap between what
scientists know and the health care Americans receive. In FY1999, total funding for
AHCPR would increase by $25 million to a total of $171 million. Funding for health
“care quality 1mprovement which will address the scientific . research-
-recommendations of the President’s Quallty Commrssron would double from $15-
“million to $30 million;

e 8300 Mllllon Increase In Veteran s Research. The Budget provides $300 million |
" to VA’sresearch program to conduct basic clinical, epidemiological, and behavioral
‘studies across the entire spectrum of scientific disciplines. FY 1999 research will '



focus on aglng, chronlc d1seases mental 111ness substance abuse,’ sensory loss
trauma, health systems, spe01a1 populatlons (1nclud1ng Persian Gulf veterans) and
military occupatlon and env1ronmenta1 exposures



el RESTORING BENEFITS TO -
VULNERABLE GROUPS OF LEGAL IMMIGRANTS

- .The President belreves that legal mnnrgrants should have the same opportumty, and bear the .

o same responsrbrhty, as other members of socrety Upon srgnmg the 1996 welfare law, he S
pledged to work toward reversmg ‘the harsh, unnecessaty cuts in benefits to legal 1mm1grants - .

that had nothing to do- with moving people from welfare to-work. As part of last year’s

.. Balanced Budget Act (BBA) the President worked with Congress to restore Medlcald and
- .. Supplemental Security Income (SSI) to hundreds of thousands of disabled and elderly legal
. immigrants. In the 1999 budget the President: proposes to restore Food.Stamp benefits to

", vulnerable groups of legal immigrants and to provide States the optron to provrde health'l. e

- 'assastance to. 1mm1grant children.

i

’ FOOD STAMP BENEFITS

& The 1999 budget proposes to Testore Food Stamp beneﬁts for vulnerable groups of legal -
immigrants. The President’s proposals would provide Food Stamp beneﬁts to an additional -

730, ;000 legal immigrants in 1999 at a cost of $2.5 brlhon over § years Specrﬁcally, beneﬁts o
~would be restored for IR . e ,

e Families W1th chrldren This | provrsron restores ehgrbrlrty to families with chrldren

| - without regard to the immigrant’s date of éntry into the U.S. It will assrst hundreds

" of thousands of families with citizen chrldren and legal immigrant parents who are
now dependmg upon- only a partral Food :Stamp benefit for the citizen children.

" Restoration of benefits to famﬂres with: chrldren will ensure that ch1ldren reoelve the
nutrrtron they need to become healthy, productlve members of our socrety

Immr ants with drsabrlrtres and elderl immi an‘s age 65 and old‘ T. Thrs provrsronvf
parallels the action taken in the BBA for SSI and Medicaid. Consequently it applies.
" to those who entered before welfare reform was enacted Immrgrants who have.
‘ .‘already come to the U. S Should not be penahzed when they have played by the rules '

. Refusees and asvlees The current law exempt1on for refugees asy]ees and those'

" whose deportation has-been withheld would be extended from 5-to 7 years: The . '

" Nation admits refugees and asylees for humanrtarran reasons-and many- nieed' more
. time to naturalize than the current exemptron provrdes Thrs provrsron parallels the
: actlon taken in the BBA for SSI and Medrca1d W
~ Hmon ‘nnmr ‘ rants from Laos who came to the U, aft' I the Vretnam war. Thrsf

‘ provrsron recogmzes the unrque hrstory and specral needs of thrs group

. V ’Certarn Natrve Amerrcans hvmg alona the Canadran and Mexrcan borders Tlnsﬁ L

, provrsron also’ parallels a similar provision for SSI and Medrcald in the BBA that -

corrects an oversrght in the welfare reforrn law

'.,The Admlmstratron s proposal would ﬁrst require 1mm1grants to seek asmstance from those. 'A

who sponsored the immigrant into the country Recent 1mm1grants whose sponsors signed.,.

- “the new legally brndmg affrdavrts of support would be melrgrble for Food Stamps unless;


http:believ.es

the sponsor became destitute. When support is unavailable from an immigrant’s. spunsér
the Nation should provide a safety net for vulnerable groups of immigrants who are legal,
permanent residents of our country. o :

A HEALTH COVERAGE

The 1999 budget also proposes to provide States the option to provide health care coverage -
“ through Medicaid and the Children’s Health Insurancé Program (CHIP) for legal immigrant
children. This provision gives States the option to prov1de health coverage through Medicaid
and CHIP to legal immigrant children regardless of when they entered the country. States
- currently have the option to cover legal immigrant children who entered the country before
the 1996 Welfare law was enacted. The 1999 budget extends this option to allow states to
cover immigrant chlldren who entered the country after aﬁer the 1996 welfare law was enacted.

For this purpose the budget provides an addmonal $230 mllhon over five years in Medicaid.

State spending would be matched at Medicaid matchmg rates. The budget would also allow
states to cover immigrant children through their current CHIP allotment. To. give States
flexibility, States can chose to cover 1mm1grant children through elther Medlcald or. CHIP )

' ~ or through both pro grams

This policy prowdes access to needed medical care for low-income, legal 1mm1grant children
who become seriously ill or who have an accident. ‘This pohcy would also provide access
to preventative health care services for a very vulnerable population. The President’s
proposal does not undermine the central goal of welfare reform -- which is to move adults
" from welfare to work -- but, would instead allow immigrant children to get the best possible
start in life. '



HIV/AIDS -

~ The 1999 budget continues the Admmlstratlon s strong record of support for HIWAIDS
-throughout the govemment : (

HHS DISCRETIONARY AIDS FUNDING UP 8 PERCENT

The budget prowdes $3 8 bllhon for d1scretlonary HIV/AIDS act1v1t1es at the Department
of Health and Human Services, an incfease of 8 percent over 1998 and an 83 percent increase
over FY 1993. Total funding for HHS HIV/AIDS activities, which includes both mandatory
-- Medicaid, Medicare and Social Security -- and dlscretlonary activities -- NIH and Ryan }
" White -- is $9.7 billion, an § percent Increase over 1998 and an 85 percent mcrease over the
1993 level of $5.2 b11110n ' * :

‘RYAN WHITE AIDS TREATMENT GRANTS UP 14 PERCENT

The budget mcludes $1. 315 billion for. Ryan White AIDS Treatment Grants, a $165 ,

- million (14 percent) increase over 1998 and a 241 percent increase over the 1993 level.

Included in this amount is-a $386 million set-aside for grants to State AIDS Drug Assistance

Programs (a 35 percent increase over the 1998 level of $286 million, and a 642 percent

increase since the set-aside began in 1996, which will help ensure that Iow -income people -
with HIV/AIDS have access to powerful combma’uon therapy drugs

'HUD HOUSING OPPORTUNITIES FOR PEOPLE WITH AIDS (HOPWA) UP 10
' PERCENT -

The budget includes $225 mllhon for HOPWA a $21 million (10 percent) i increase

over the 1998 level of $2(}4 million and $125 mllhon (125 percent) over the 1993 level of -

. $100 m11110n
'NIH AIDS RESEARCH UP 7 7 PERCENT

The budget includes $1.731 b11110n for AIDS research act1v1t1es ‘at the NIH a 7 7
percent increase over 1998 and a- 62 percent increase over 1993. In May 1997, the PreSIdent ‘
challenged the scientific community to develop an AIDS vaccine within the next ten years. :
As a leader in biomedical research, NIH will spearhead the scientific commumty ] efforts to
" meet the President’s challenge. - -

‘CDC HIV AND STD PREVENTION ACTIVITIES INCREASED BY $15 MILLION -

The budget includes $15 million in new resources at CDC for HIV prevention (+$5
- million) and other sexually transmitted disease act1v1t1es (+$10 million), as ‘part of the
" President’s initiative to address ramal health disparities, The budget has increased resources
for CDC HIV Preventlon activities by 28 percent since 1993.
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~ FY 1999 Budget
- HHS Notes on the OMB Passback
- Administration for Children-and Families

'Y 1998
OMB %laff Qlalcd ’{hat thc 1Y 1998 enacted level for AC‘T is $8,096 mﬂlmn mdudmg VCRTF.
Iy 1995}

OMB staff 51..%19(3 that the FY 1998 passback level for ACK is $7,518 miltion in discretionary
budgu audmrny, whiclh mcluucs thc proposed LIIEAY and S"‘aB(r resc1selons

. Head Start -- OMB staff stated that budget authonty of $4, 489 million’ supportx the
© President’s commitment to one million slots in FY.2002. This fu11d1ng level will support
adding 36,000 slots in FY 1999. The FY 1999 lcvcl assumces no sct-asides on real
increases, the Head Start Transition function will be supported by the Department of -
‘Lducatioi1, and provides a 50% COLA increase in FY 1999 and beyond.  The FY 1999
passback continucs the 5% Larly 1lead Start set-aside, but requires that 11L1S and OMB
develop a specific target of slots 10 be crcated. In addition, this funding level provides
-+ sufficient resources for ITIS to support Head Star’s participation in the new birth cohort
~ in the Early Childhood Longnudmal Study and for HHS participation in 'addltmnal ycars
- of tracking 1o evaluate Hc,ad Slart s 1mpacl on school pcrformancc

Proposed Head StartVl’articipation Path, FYs 1999 - 2003 (Slots)

FY1999 Y2000 Y2001 © Y2002 1Y2003
872000 908000 954000 1000000 1,000,000

. -LIHEAP - OMB staff stated that the I'Y 1999 passback includes funding of %658
million for LIHEAP a rescission of $442 million. OMB staff note that the TANY block

grant includes existing authority to provide energy asszstancc To low-mcomc households
with dcpcndcnts '

. " Children and Famu]y Services (vther than Head Start) - (’)MB stated that total budget

* authority is $.1,262 million; Child Welfare, developmental- disabilitics, child abusc '
Nativc American, Adoption Opportunitics, and runaway & homeless youth are
main(ained at the, FY98 enacted levels. The FY 1999 pas:,back level assumecs no
‘mandatory rescarch rescission and $10 million in discretionary funding for research

activities. 'unding for the Adoption Initiative is included within the Adoplmn
Oppm tunities level. '

- Violence Against Women Act Prog,rumS/V CRTF -- OMBD stated that the I'Y 1999 fevel
- (%105 million) funds VAWA progrﬂms atthe FY 1998 mauud leved (mc uding $10 .
million for l'amily Violence). ' : :

P.02
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. Community Services -- OMD stated that the Community Services Block Grant is
© maintained at the FY 1998 enacted level ($491 mllhm}) IFunding for other Community
Services activitics is not assumed.

»  Refugee and Entrant Assistance -- OMB stated that the I'Y 1999 lcv§§l is $360 million,
- reflecting information from the State Department of a decrease in the number of refugees
that arc cxpected to be scrved in FY 1999 and other technical factors.,

. Child Care & Development Block Grant -- OMB stated that the 1'Y 1999 passback
funds CCDBG at the 'Y 1998 enacted level of $1,003 million.

. Social Services Block Grant -- OMB stated that the passback assumcs a $358 million
- rescission in FY 1999, 1118 will compile data for OMB on SSBG performance, bascd on
cxisting SSBG annual Statc statutory reporling requirements.

[:Y 2000-2003
OMB stalT stated that total passback Jevels.for ACY risc annually for FY 2000-2003. OMB

noted that outyear levcls assume 1rcczcs at the FY 1999 passback Ievel in all pro;,mms except
Head Start. ~ -
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FY 1999 Budget
HHS Notes on the OMB Passback
Administration for Childrcn and Familics
FY 1998
OMBR staff stated that the FY 1998 enacted level for AoA is $865 million.
FY 1999

OMB stall stated that the passback Jevel for AoA is $865 million in discretionary budget
authority, maintaining FY 1998 cnacted levels. '

. OMB staff udvised that funding for meals and supportive services should be maintained
at at least the FY 1998 cnacted levels.

K ‘T'he proposed transfer of the Community Scrvices Employment for Older Amcricans
(CSEQA) program from DoL is not assumecd.

'Y 2000-2003

‘OMB stall stated that total AoA lcvclshan’: held constant at the Y 1999 level between 2000--
2003.



Record TYpe: Recqrd

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP

cc: _ Laura Emmett/WHO/EOP, Julie A. Fernandes/OPD/EOP, Leanne A. Shimabukuro/OPD/EOP, Andrea
Kane/OPD/EOP '

Subject: Update on legal immigrants and the budget

Elena, | think you know all of this anyway, but here's what | know. Fhe agreement |s to spend
$2.5 b|II|on on benefit restorations to legal immigrants. The initial list was:

e (1) food stamps for legal immigrant families with children, regardless of date of entry,
e (2) food stamps for refugees and asylees for 7 years instead of 5;

e (3) Medicaid/CHIP for children who entered the country after the law was signed; and
e (4) food stamps for the Hmong (a compelling group who fought in the Vietnam War).

Most of the cost ($2 billion) ‘is the first item.

However, immigration advocates that OMB consulted objected strenuously -- particularly

- Greenstein. They were delighted with the size of the package, but felt we were making a big
tactical mistake by leaving out the disabled and elderly (who cost $400 million). Our rationale for
doing so was that they already benefitted from the major SSI/Medicaid restorations enacted this
summer, so it's time to help a new group. Greenstein's response is that (1) the disabled/elderly are
the Ag Committee's top priority and, if we don't propose this restoration, Congress will have an
excuse to ignore this issue altogether; (2} -we are spending a [ot of money on prospective
restorations for families with children that are unlikely to be enacted; and {(3) the disabled/elderly
are compelling enough that leaving them out entirely leaves us vulnerable as debate on this
proceeds.

OMB's solution is a partial restoration for the disabled/elderly -- the non-disabled elderly over 75,
and the disabled. This is paid for by deeming sponsor income for those with affidavits of support,
plus some other money OMB dug up.
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OPTIONS FOR CHILD CARE INITIATIVE

L Tax System. Options for investing in child care through the tax'system i,nclude:'

‘A Child and Dependent Care Tax Credit. Modify the Cthd and Dependent Care Tax Credit

(CDCTQC) by raising the top rate and moving the phase-out.range. One option considered would
raise the top rate from 30 percent (current law) to 50 percent and move the phase-out range from

~ $10,000- $28,000 (curzent law) to $30,000-$59,000, indexed for inflation thereafter. Presently, the

CDCTC phases down from a high of 30 percent at $10,000 or less of income to 20 percent at more *

‘than $28,000 of income (a phase out rate of one percentage point per $2,000 of income). Under this

option, the credit would phase-out at a rate of one percentage point per.$1,000 of income, from a .
high of 50 percent at $30,000 or less of income to 20 percent at mote-than $59,000. This option
would cost $5.2 billion through the year 2003:.less expensive options, using different rates and

Dhase out ranges. are also- available. The credit could also be made refundable

B. Tax Credits to -Corpo)‘at_e Sector. Provide a tax credit to businesses that incur costs related to -

providing child care services'to their employees. Qualifying expenses could include those a
business incurs to build or'expand a child care facility, operate an ex1st1ng facility, train child care
workers, reserve slots at a child care facility for employees, or provide child care resource and
referral services to employees. Under one option, the credit could cover 50% of qualified costs
incurred, but could not exceed $150,000 per year. This optlon has been estimated by the Joint
Committee on Taxation to cost $2. 6 billion over five years.

IL Child Care and Development Block Gx"ant. Options fer increasing federal investment in
the Child Care and Development Block Grant (CCDBG) include:

A. . Distribute additional ﬁznding to States by current CCDBG fbrmula with_bid restriction.

B. Require that states set benchmarks to access additiona_I _ﬁznding-. To access additional
funding, states would be required to set benchmarks, concerning, for example, eligibility and
priority (i.e. targeting) levels, copayments, and reimbursement rates. While states would have

considerable flexibility-in setting the bénchmarks, continued additional funding would be contlngent'

on progress toward meeting the benchmarks.

provide subsidies for approximately 280.000 children | per year. _Less money would mean
proportlonately fewer add1t10nal children subs1dlzed | . :
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ML  Quality/Early Leam ing. Options for increasing federal investment in the quality of child
care:and early learning include: '

A. Child Care Provider Trazmng Increase federal mvestrncnt in the tralmng of chﬂd care
prov1ders Options include: ‘

" 1. Child Care Provzder Scholarsth Fund. Announced by the President, the Child Care
Prov1der Scholarship Fund will enable states to provide scholarshlp funds to students working
toward a child care credential. Eligible child care workers must commit to remaining in the field for
at least one year for each year of assistance received and will earn increased compensation or ‘
bonuses when they complete their course work. The Premdent announced an investment of $250
million over five years.

2. Expand the Child Care Apprenticeship Training Program. Expand the Child Care
Apprenticeship Program to fund the training of child care workers toward a degree equivalent to the
Child Development Associate degree, with on the _]Ob observation and practice. The Department of
Labor has asked for an appropriation of $10 million for FY 1999

B.  Consumer Education and Researc:h Establish a new .fund to support consumer- educatlon
technology development and utilization, data and research. Uses for the new funding would include
research and demonstratlon projects, a National Center on Child Care Statistics, a national child ‘
care hotline, and a consumer education campaign to help parents select safe and healthy care.

C. - Standards Enforcement and Licensing Support. Establish a fund for states to improve and
enforce state child care health and safety standards. Activities supported would include increasing
unannounced visits to licensed child care centers and family day care homes, and improving state
licensing of child care settings. ~

D. Early Ckzldhood Education. Increase investment in ea:ly ChlldhOOd education and learmng
activities. Optu)ns for the fundmg mechamsrn include:

i

1. Early Chz‘ldhood Education Fund. Establish a grant program to support specific activities

to improve safety, quality, and learning for young children in child care. The fund would support,

among other things, health and safety improvements and parental 1nvolvement in child care.
Options for the funding mechanism include:

a) Combined local/stateﬁnding Jor early childhood education activities. S0 percent
of the fund would be passed through states to local collaboratives and 50 percent would be state
discretionary dollars. The local funds could be allocated by states by formula or through a
competitive grant process, but states would be required to use child poverty as one of the major
factors in distributing the dollars. States would have considerable flexibility with their 50 percent of
the funds, but would be required to set benchmarks concerning child care standards in the areas of
education, health and/or safety. The fund would require a modest (e.g. 20 percent) cash match for
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the state funds. There would be no match for the local funds.

b) Funding for Local Collaboratives through States.. Funding would entirely pass
through states to local collaboratives through a state-administered competitive grant program, with a
modest (e.g. 20 percent) state match. States would have considerable flexibility in administering the
grant program, but would be requlred to use child poverty as one of the major factors in distributing

" the dollars.

¢) Funding for Local Collaboratives through Federal Competitive Grant Program.

Funding would pass directly from the Federal government to local collaboratives through a
federally-administered competitive grant program. The feamblhty of thls mecha.msm would depend .
. onthe levcl of funding for the program. ~ ‘

2. Head Start/ Early Head Start. Increase the Early Head Start (children 0-3) set-a31de G
percent-under cutrent law), while i mcreasmg overall funding in Head Start to ensure that boosting .
the set-aside does not reduce the resources avaﬂable for children 3-5. Early Head Start funds
activities other than child care, such as parent training in child development, home visits, and family
support services. One option would be to double the set-aside to enable more than 50,000
additional children to receive Early Head Start services in 2002 (relative to current law).

to $4 billion over five years.
IV. School-Age ortunities‘.,

A. Increasing Federal Investment in School-Age Programs Optlons for the fundmg mechanism
include: 4

1. Invest in a Two-Pronged School-Age Initiative. Both expand the existing 215t Century
Community Learning Centers program for public-school based programs and establish a new fund'
for community-based agencies to increase supply of school-age opportunities. The 21st Century
Community Learning Program provxdes start-up. funds to school-community partnerships to
establish before- arid after-school programs for school-age children at public schools. The
expansion would support school-based programs in targeted high-need communities, further
concentrate on providing enriching after-school programming for children, and require an increased
local match to ensure that programs become self-sustaining after receiving start-up funding,
Creating a fund for community use would support non-school-based programs; funds would pass -
through the states (by CCDBG formula with matching and benchmark-setting requlrements) to
communities, with 50% taxgeted to areas with high concentrations of poverty.

2. Expand and Modify the 21st Cem‘wj/ Commzmtty Learning Centers program Expand the
existing 21st Century Community Leammg Centers program and modlfy it 50 that non-school-based
efforts are eligible for support



3. Expand the existing 21st Century Community Learning Centers program.

B. Coordination of Federal Efforts. Set up a multi-agency task force to focus on youths during
after-school hours in three to five pilot sites. The task force would gather and organize this
information by the purpose for which it may be used, rather than by the agency administering it, to
be of better use to communities seeking to determine what assistance is available.

ossible recommendations for funding the 'nitiatives above fall within the:
billion over five years. B

"V.  Stay-at-Home Parents. -

A.  Leave Options for Working Parents.’ | - _ S Y

1. Expand the reach of the Family and Medical Lerzve Act (FMLA) to cover businesses with
25 or-more employees. Th1s could also be done incrementally. Presently, FMLA covers employees

-of businesses with 50 or more: employees

2. Expand the pertod of time for FMLA from 12 weeks (current law) to.24 weeks.

3. Provide paid parental leave coverage for a limited amount of time for workmg parents
below a set income level. For example,a new paid leave plan could provide 6 weeks of paid leave
to all new parents who have been in the workforce either part-time or full-time for one year and
whose family income is below $50,000, at a cost of $1 billion per year. This plan would use the
unemployment insurance system to prov1de the leave payments, but would be paid for by the- federal
government.

B. Demonstration Project to Support Stay-at-Home Parents. Establish a demonstration project
for innovative approaches by states to enable parents to stay-at home during their children’s first
years of life and supporting them in their role as their children’s first teacher, such as.through home
visitation. - :

C. Tax Credits. Options include:

1. Expand the chtld tax credit for families with children of a certain age. For example, :
families with children 0 to 3 years of age could receive an additional $250, at a cost of roughly $6. 5
billion over 5 years, or families with children 0 to 1 year of age could receive an additional $500 at
a cost of roughly $4.67 billion over 5 years

2. Modify the Chzld and Dependent Care Tax Credzt (CDCTC) to cover certain k1nds of
expenses for those parents who stay at home to raise a ch11d
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Bruce N. Resd
12/04/97 10:52:17 AM

i,

Record Type: Record

To: Diana Fortuna/OPD/EOP

ce: See the distribution list at the bottom of this message
Subject: Re: Budget options on restoring more benefits to legal immigrantg’s

You're right —- these wouldn't be at the top of my list for new mandatory spending, but if we do
something, the food stamps idea sounds good . '

Message Copied To:

Elena Kagan/OPD/EOP
Cynthia A. Rice/OPD/EOP
Andrea Kane/OPD/EOP
Jeanne Lambrew/OPD/EOP
Laura Emmett/WHO/EOP
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Record Type: Record

To:  Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP

cc: Cynthia A. Rice/OPD/EOP, Andrea Kane/OPD/EOP, Jeanne Lambrew/OPD/EOP, Laura
Emmett/WHO/ECP

Subject: Budget options on restoring more benefits fo legal smmagrants

We're meeting tomorrow morning with Barbara Chow, who will unveil OMB's preferred options to restore
additional restorations to legal immigrants. They have been tight-lipped on this, but the staff just walked
me through their recommended options orally. | still have no paper. The invite list includes Mickey
Ibarra, Maria Echaveste, Doris Matsui, and others who will. approach this more from a constituency
perspective and less from a policy perspective.

The proposed restorations total $3 billion over 5 years:

1. Food Stamp State Option ~ $1.2 billion over 5 years

They want to give states the option of offering food stamps to legal immigrants, both those who were here
before the law was signed and new entrants. We would pay 50% of the cost. They think this is more
saleable politically than a simple restoration. A few states are already doing this with 100% state money.

2. Medicaid/Child Health State Option ~ $0.2 billion over 5 years

This was our proposal from last year, with CHIP added in. CHIP doesn't cost anything since it's a block
grant. It says that states can choose to offer Medicaid or CHIP to children who entered ‘after the law was
signed, and we'll pay our regular share of each program.

3. Refugees and food stamps - . so 2 billion over 5 years
Refugees are eligible for benefits for the first 5 years in this country. We lengthened that to 7 years for
S8l in the BBA. This would offer refugees the same 7 year exemption for food stamps.

4. 'SSl and Medicaid . $1.4 billion over 5 years
This is what we did NOT get in our package last year: SSI and Medicaid for new entrants who become
disabled after entry. This is a slightly tougher policy than last year because it requires deeming of
sponsors' income.

| am assuming your guidance is that you are not particularly anxious to spend $3 billion dollars this way,
particularly given competing needs iiké child care. | think it would be nice to do something on food
stamps, and the state option is clever. On the other hand, as Cynthia notes, it seems unlikely Congress
will do these. While the same could have been said of last year's proposals, we had the impetus of the
balanced budget and the impending SSI cutoffs to pressure them. Next year we have little or no leverage
legislatively, and all the cutoffs have happened. Anyway, if you have any guidance, let me know.



- Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, Andrea Kane/OPD/EOP

cc: Laura EmmetyWHO/EOP
- Subject: Legal immigrant food stamps

OMB floated to Greenstein that nice option OMB developed on giving states the option to offer legal
immigrants food stamps, with a 50% federal match. Greenstein dislikes it. He argues it's a bad
precedent to make it optional and have the federal share be less than 100%. They say hunger groups
will boo it down. So Chow is talking to Lew about whether they should return to earlier options of
covering just families with children and maybe refugees. It's too bad because it was a neat option with
possible political appeal, and it would cover 2/3 of the population by leveraging state money ($1.2b. .
federal, $1.2b state). Maybe groups could be persuaded.... but if not | don't think we want to offer
something they will denounce.

Fallback options are: Covering all families with children at $1.9 billion; covering all families with children
under 7 costs $0.7 billion; covering only the kids but not parents in all families at $0.6 billion.



IMPACT OF THE BALANCED BUDGET ACT ON BENEFITS TO IMMIGRANTS

(dollars in billions)

NOTE Estimates below show scoring of Welfare Reform and Balanced Budget Act (BBA) at times of enactment. Relatwe dlfferences in .
savings-by program will vary-from prior estimates because of changes in baselmes aid technical assumptions. =~

~ Welfare Reform BBA - Affect of Welfare Reform
(savings in FY 1997 - (costs of restored benefits | after adjusting for benefit
‘ baseline) “with FY 1998 midsession restorations in BBA
- ' baselme) (savings in draft FY 1999 -
~ baseline) .
FY 2002 Five Years FY 2003 Five Years .| FY 2003 ‘Five Years
1998-2002 ' : 1999-2003 ' 1999-2003
SSI -36 -15.6 22 11.0 0.8 27
Food Stamps 07 32 " NA. NA - 07 32
Medicaid 1.6 5.0 0.8 3.6 -12 3.9
Total - 5.8 252 3.0 146 2.7 9.8
A,N'umber of Indi\}iduals Number of Individuals Number Still Ineligible
made Ineligible with Eligibility - After BBA
FY 2002 ‘Restored (Affect in FY 2003)
. (Affect in FY 2003) -
SSI - 590,000 NA 355,000 NA 140,000 NA
Food Stamps 1,000,000 NA 0 NA 775,000 NA
Medicaid 440,000 CNA NA NA 350,000 - NA




["Vz‘,vso?-r":s

G Lo

LY S5 Mt

Ml b



&,
# e
.
® Paul J. Welnstein Jr. 10/27/97 04:22:04 PM

Record Type: Record-

To: See the distribution list at the bottom of this message

cc: ‘
Subject: Tentative FY89 Budget Process Schedule for Wednesday Meeting

Budget Schedule

1. The OMB Director's review through November. These aré internall meetings.
-2. Cross-Cuts potentially to occur the week prior to Thanksgiving.

3. Agency passbacks the week of Thénkgsiving.

4. Agency appeals to the Director starting the first week of December.
‘5, Budget options presented to F;resident mid-December.

6. Final NEC budget meetings with POTUS third week of December.

Message Sent To:

‘ Bruce N. Reed/OPD/EOP
Michael Cohen/OPD/EOP
Thomas L. Freedman/OPD/EOP
Jose Cerda IIfOPD/EOP
Christopher C. Jennings/OPD/EOP
Elena Kagan/OPD/EOP :
Jennifer L. Klein/OPD/EQOP
Cynthia A. Rice/OPD/EOP
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@ Paul J. Weinstein Jr. 10/27/97 01:34:41 PM
Record Type: Record

To: Ses the distribution list at the bottom of this message

cc: Laura EmmettyWHO/EOP, Cathy R, Mays/OPD/EOP
Subject; Budget/State of the Union Meeting ‘

There will be a meeting in Bruce's office at 9:00 this Wednesday to discuss DPC priorities for the FYS9
budget and State of the Union. Please come with your list of priorities. Please make copies. Thanks, -

Message Sent To:

Michael Cohen/OPD/EOP ‘ , ;
Jose Cerda 11I/OPD/EOP ) C
Christopher C. Jennings/OPD/EOP i
Jennifer L. Klein/OPD/EOP .

Thomas L. Freedman/OPD/EOP

Cynthia A. Rice/OPD/EOP
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_ Barry White
" 10/23/97 09:41:45 AM

Record Type: Record

To:  Larry R. Matlack/OMB/EOP

cc:  cynthia a. rice/opdfecp, maureen h, walsh/omb/eop
Subject: Re: Youth Opportunity Saturation Grants?

Two more thoughts:

1

There has been money in DOL in "pilots and demos" for stah-Up grants for YOA, called Kulik Grants,
after a late DOL/ETA employee. The FY 1998 appropriation will continue to provide money for this
purpose (around $20-25 m}, in anticipation of the full program in 1999.

I haven't [yet] had any time to look at the Welfare to Work competitive grant papers, but one thing I'd
like to see is some preference given for WTW grants to sites with YOA grants, so we get adults and
youth addressed in some systematic way with these big globs of money. If Justice still has a "weed
and seed" program running, or some other sort of neighborhood-based crime reduction thing, that
would be good to wrap in as well. And there may be others, like housing experiments. Plus the
advertised, if reportedly not yet realized, benefits of EZ/EC. The point being, that it might be nice to
see if we can really learn something big here for how to deal with whole defined deep poverty areas,
and not pretend that by carving up families and people's needs in Washington-conceived arbitrary
ways, we really do any permanent good. Who knows, we might learn something important in a few
years.
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R. Matlack 10/23/97 09 27:26 AM

Record Type: Record

To:  Cynthia A. Rice/OPD/EOP

cc:  Maureen H. Walsh/OMB/EOP, Barry Whne/OMB/EOP
Subject: Re: Youth Opportumty Saturation Grants .

- Maureen Walsh will call you to give you more substance on thrs than | can (she's not in: today) But,

crudely and m short, here's an outline:
The grants would be targeted on very small areas —- not a city ora JTPA SDA, but a communrty wrthm a
city or SDA. The areas would be EZ/EC areas or similar to EZ/ECs (despite what the VP's office may
think, the grants are not necessarily exclusively going to EZ/ECs). High poverty-areas oﬁen have
unemployment rates for out-of-school youth approaching 80%. Experience suggests that one of the
problems getting youth to partiCipate, and participate seriously, in limited-availability programs is negative
peer pressure. By saturating these small areas with the interventions, all out-of-school youth would be
eligible (in theory, at least), thus minimizing the negative peer pressure The goal, of course is to reduce
the unemployment rate among out-of-school youth.

i
|
I
i

The request is for $250 million. T he grants would be for five years and require an increasing local match.
| believe the plan-is to have the Fedral share phase out over 5 years —— 100% federal i in year one,
declining by 20% a year thereafter -~ with the goal of the program becoming seh‘—sustammg in yéar six.
Each grant would be for somewhere in the $10-15 million range. Thus, only 15-20 or so communities
would receive grants in the first year (Maureen can clean up the numbers if I've got them wrong). Each
subsequent year one or two more communities could receive grants as the local match for the existing
grants increases and frees up the federal money for new grants. Thus, after five years, ' there would be
some 35 or s0 areas that had received grants and were now self-sustaining or were recervrng federal -
support at the moment ;

- We hope to get the money in the FY 1998 appropnatron but it won't be available until October 1, 1998, at

best if we do. The appropriations bill also will include language requiring that the progrem be authorized .
before next spring or summer.” We expect that hurdle to be jumped when the job training reform bill is

passed this spring. DOL is-running a few test sites with its pilot and demonstration funds at the moment.
What's your interest, aside from intellectual curious‘ity'? ;

1



: Barry White
T 10/24/97 06:53:16 PM

Record Type: Record

To: Bruce N. Reed/OPD/EOP, Gene B. Sperling/OPD/ECP

cc: See the distribution list at the bottom of this message

Subject: Issues for the OMB Director's Review: HHS;'ACF HHS/AOA, Ag/FCS, SSA: DISCRET!ONARY SPENDING
. ONLY

In the absence of a PAD, 1 invite you to sit down with me and Keith Fontenot to go over the issues to be
presented to the Director of OM in the Director's Review session for the FY 1999 Budget that will cover
discretionary budget issues in HHS/ACF; HHS/AOA; Agriculture/FCS; SSA.

This will be your opportunity to hear how we are thinking about the issues and to influence that thinking
by sharing your advice and counsel, which we will reflect in our matenals for the Director (even if we don't
agree with you}.

At the session, we will show you the agehcieS' requests compared to recent budget history, to the current
estimate of the outcome of the FYY 1998 appropriation, and to the OMB Planning Guidance.

You will also, of course, be free to raise any discretionary spending issues for these agencies not on our
list that you believe should be. About twc weeks later, we will do a comparable session on issues for
mandatory programs in these agencies; | will notify interested parties separately for that meeting.

: v
Given the timing for preparation of the Director's Review materials, we need to do this not later than
Thursday, October 30. | propose we do it at 10:00 am. We will use Ken Apfel's old office; 260 OEOB.

Please contact Iratha Waters in my office by e-mail or phone (5-6150) to confirm your attendance. If
enough people need a later time that day (other than 1:30 to 3 pm), we can do that as well.

If | have missed anyone else in the White House staffs whom you know would have an 'interest in these
budget issues, my apologies; please share this invitation with them and let me know of their interest.

Message Copied To:
FOLEY_M @ A1@CD@LNGTWY
Diana Fortuna/OPD/EOP

Cynthia A. Rice/OPD/EOP

Emil E. Parker/OPD/EOP
Barbara Chiow/WHO/EOP

Elena Kagan/OPD/EOP’
Sanders D. Korenman/CEA/EQOP
Jonathan Weiss/OVP @ OVP
Keith J. Fontenot/OMB/EOP
Jennifer L. KleinfOPD/EOP !
Iratha H. Waters/OMB/EOP ?
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“ACF, FCS, & SSA -- FY 1999 Budget :
- Discretionary Guidance and Agency Request Levels
. L o ,,,,//’ . - :
. ',. . ’ ' !
bt 5 T FY 1997 FY 1998 SR " FY 1999 .
Budgetary Fie;ou'rces’iﬁ Millions - Enacted . Budget Conference  Guidancé . Request Initiatives
!
HHS Administration for Children and Families & Administration on Aging" ;
LHEAP=. ol 1,215 1,000 1000 936 1,000
Refugee and Entrant Assistance . 422 398 - 419 7 370 - 398
Child Care & Development B ock Grant . 19 1,000 ds3 936 - 1,000 .
Head Start T 3,981 4305 4305, ** 4634
Other ACF Services *¥%¥ - ' 1383 1,194 1313 - 1118 1214
‘Violent Crime Trust Fund "~ 20 - .99 , 93 93 102 j
Social Services Block Grant ** & 120 0. -81 -81, 0
AoA Programs ‘ : 830 838 . 861 785 1. 983,
Supportitive services (non-add) - 301 301 310 ‘286 1 | 311
Meals (non-add) . = - . 470 - 470 482 - 446 1 549
All Other (non-add) .~ . - 60 | 68 57 53 50
" ACF/A0A Subtotal 7,969 8,832 8,842 9,308 0
* The FY 1899 adv;a__nce appropriation for LIHEAP is $1.1 billion.
USDA Food and Consumer Service i
Swic o T T U3eoe 4108 ' 39240 4108 | 3,945
Commodity Assistance Programs ' e : ) — ' ' ' .
Soup Kitchens/Food Banks (TEFAP Admln) 80 45 A 45 . 27 a5
Commodity Supplemental Food Program 76 86 96 52 i 100
Food Donation Programs for Selected Groups T4 141 ' 141 s 85 v 131 X
AlOther . . 118 138 . 116 SNTE @
“1 I FesSubtotal 4,231 4518 4,322 .{ 4,364 13
‘ (Sfcial Sécurity Administration,; Budget for Administrative Resm
2 — e v "-“— - T ®
Ongoing Operations and Automation Investment 6,134 6,285 . 6,168 . 5934 6,477
Additonal CDRs {Discretionary Cap Adjustment) 310 290 . 290 240, 240
SSA Subtotal - 6,444 6,575 6,459 - 6,174 6,717 0
. -
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Cynthia A. Rice = 10/17/97 04:36:07 PM

[ -
Record Type: Record

To: ~ Elena Kagar}iOPD/EOP, Michael Cohen/OPD/EOP

cc: . g
Subject: Barry White comment on our urban proposal

Barry said he's scheduled the Department of Education's "director’s review" in a couple of weeks
and it would very helpful to know more of what we want to spend new money on by then.

He said this to me at a meeting he hosted on the Department of Labor's budget request. He will be
hosting one of these before each of the director’s review meetings, to give White House policy
staff the opportunity to weigh in on the Department’s proposed new spending initiatives.

Cuthie —

PN v o any pape o
L vesues 7Dl ouy Ting
| \v\w\dwg | OVU\‘-\':V/(/V imgw\?wf

tume W\>?

%P‘/ T;WCO/WMQ Q\P/I/O—— | o .
. - This f{z«% 8}%24#8 “thei, J\vSQV@ﬁOnwf meaa&%
Mi{fmf‘ cuveadt Spémﬂfvg . One jo b= SPen,p;% /}U
(nplemand Kennohly~ Kasselonun, — halodad Chyis.
O‘ho’n\,\/ ,&’Mﬂ «ﬁ@\ %\Io COFP{, which A&cﬂ—mﬂ.Of
Sl Ao loeen ﬁfmfﬁo %Wm ”:3
Congress . Un “Yocﬁ(k Opporhhl'at7 Orso 1

ir $3S0 million A\t Congroo frna a/% .



W pfton
ah(é;f: Wpfbpna/t?}? /h‘ SW
I, 1998 @\ 30 @w

;S ' / -
o PMMM mitf, *
P/‘ /&‘W |



EPARTMENT OF LABOR -- FY 1998 BUDGET

17-0ct-97. : g\data\fy99bud\exopmeet.wk4
01:09:00 PM ‘ FY 1996 FY 1997 FY 1998 FY 1999
Programs Actual Request  Enacted  Request Estimate Guidance Request  Initiatives ..
JOB TRAINING PROGRAMS; ' ' '7“5“’”0? ) ) OLJZ éﬂi*g(\’z
Job Training Partnership Act . . Apere ‘ ‘ e
7 Adults: - ' e o ‘
§ H-A Grants to States ~BA 850 947 895 1,064 925 - 925 11,092
]? 11 Dislocated Workers BA 1,092 1,293 1,286 1,351 1,351 1,351 11,386 -
l% Indians, migrants, vets BA 136 131 136 139 140 139 - ;139
i4 Other Adult Programs BA 47 43 47 45 93 41 { 58
16 Total Adults BA 2,125 2414 2,364 2,599 2,509 2,456 -2,675
17 Youth: . ) :
]é Summer Jobs BA 625 <871 871 871 871 o 87 < 871
%? 1I-C Grants to States BA 127 127 127 ° 130 130 130 ' 192
33 School-to-Wortk - BA 170 200 200 - - 200 200 125 125
’ %g Youth Opportunity Areas BA 0 250 0 250 {250} 250 - 250
39 Job Corps BA 1,094 1,154 1,154 1,246 1,246 1,263 1,338
3§ . New Programs: YFC,YOU BA 0 0 0 0 . 0 0 0
3(1) Total Youth BA 2,016 2,602 2,352 2,697 2,447 2,639 2,776
3 , : ) ,
32 Total JTPA BA 4,141 5,016 4,716 5,296 - 4,956 5,095 5,451
33 » '
34 Older Americans Employment BA . 373 419 463 440 440 425 440
35 < :
36 Employment Service:
37. Employment Service Grants BA 821 848 824 843 825 825 892
38 :
39 One-Stop Shopping BA 110 150 150 150 150 100 . 150
40 : ' V ‘ o
4] Veterans Employment Servic BA 148 157 157 157 157 157 - 231
42 = .
43 UI Administration Grants BA 2307 2,564 2,341 2,630 2,481 2,321 . 2,564
44 "
45 . 2000
46 SALARIES AND EXPENSES AGE ‘ %%A
47 Enforcement Agencies: .
48  Pension and Welfare Benefits Adm
49 . BA 67 85 77 84 82 84 i 114
50  Employment Standards Administrat ‘
51 BA 265 306 290 314 301 314 . 333 9
52 Occupational Safety and Health Ad ,
53 BA 304 341 325 348 336 348 bo379 20
54 Mine Safety and Health Administra . _ ' :
88 BA 196 204 197 206 . 203 206 . 220 6
gg Total BA 832 936 . 889 952 922 952 - 1,046 64

59 Program Agencies:
60 ETA Program Operations : i
61 BA 124 121 122 142 132 142 ©187 11

62 Bureau of Labor Statistics .

63 BA 343 372 361 380 380 - 380 - 400 10
64  Pension Benefit Guaranty Corporati ' :

65 : BA 11 0 10 I 10 10 1 i
gg Total BA 478 493 493 533 522 532 568 22
69 Overhead Agencies:

70 Departmental Management  BA 142 146 144 152 152 152 179 23
71 . : . :

72 Inspector General BA 48 47 47 47 46 47 59 ) 7
73 '

74 Assistant Secretary for Veterans' E _ . ‘ ‘
18 BA 22 22 25 25 25 25 .26 1
;; Total BA 212 215 216 224 223 224 © 264 31
88 Total Salaries and Expenses BA 1,522 1,644 1,598 1,709 1,667 1,708 © 1,877 117

81 TOTAL DOL BA 9,422 10,798 10,249 11,225 10,676 10,631 k ‘11,605 - 377
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02:21:15 PM FY 1596 FY 1997 FY 1998 FY 1999
_Programs Actual Request  Enacted  Request’  Estimate Guidance Request  Imitiatives
JOB TRAINING PROGRAMS: '

107 Independent Agencies
108 Corporation for National and Commu ; ;
109 VA-HUD (Nat'l. & Com. BA 402 546 402 549 428 543 543

H(l) Service Programs) 18] 300 465 297 372 349 398 398

112 L-HHS {(Domestic Vol. BA 198 226 214 260 240 256 256

113 Programs) O 180 215 207 240 228 250 250

115 Total CNCS BA 600 772 616 809 668 799 799 0

Hg l (0] 480 680 504 ©612 577 648 648 -0

118 National Labor Relations Board (NLR :

119 BA 170 181 175 186 175 179 205

120 O - 166 181 177 186 175 178 202

121 Federal Mediation and Conciliation Se ‘ :

122 BA 33 33 33 33 33 33 38

123 . 0 31 32 32 33 - 33 33 36

124 Federal Election Commission (FEC) :

125 ‘ BA 26 29 28 34 32 28 38

126 o 2 . 29 28 34 31 29 37

127 National Mediation Board (NMB) N :

128 BA 8 S8 8 8 8 .8 8
- 129 o 8 8 . 8 8 8 . 8 B

130 Occupational Safety and Health Revie : ' .

131 BA 8 8 . 8 8 8 8 8

132 0 7 8 8 8 8 8 8

133 Federal Mine Safety and Health Revie :

134 BA 6 6 6 6 6 6 6

135 ' 0 6 6 6 6 6 6 6
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CENTER ON BUDGET
AND POLICY PRIORITIES

To: ‘Frank Raines Larry Summers
. Gene Sperling . Melanne Verveer
John Hilley - Sylvia Mathews
Jack Lew , o

From:  Bob Greenstein ‘ ‘
Subject: Forthcoming Budget Decisions On Mandatory Spending Initiatives .
~ Date: December 8, 1997 '

In the next few weeks, you will be making decisions on the FY 1999 budget
induding decisions on which initiatives to include in the mandatory spending area. I am
writing to urge inclusion of two modest initiatives of substantial importance to low-
income children and their families and to recommend against substantial parts of another
initiative that may be on the table. Related to these specific recommendations is a larger
concern that the budget package may focus so heavily on middle-class children that it
provides inadequate assistance to children in low-income working families, the families
that need help most, as well as to other low-income households. This memo focuses
primarily on three areas:

. The need for food stamp resto:anons for targeted groups of low»mcome
legal immigrants; v |
. The desirability of providing two new state Medicaid options — an o})tien

to cover low-income working parents whose children are eligible for’
Medicaid (in part so mothers wha have left welfare for work but are
uninsured don’t have to return to welfare to secure coverage if they become

‘ 1]1) and an option to allow states to lengthen the current 12-month penod
during which “transitional Medicaid coverage” is provided to families that
have left welfare for work; and

«  Weaknesses in USDA’s pmposed chz.ld nutrition initiative, along witha -
‘ discussion of one part of the initiative that may warrant considerauon but .
can be accomplished at a reduced cost,

The question of adequate provxsxon for low‘mcome families in the budget package
takes on added importance due to what [ understand to be a likely decisiori to propose
enlarging the Dependent Care Tax Credit without making it refundable. I understand the
political concerns about refundability; the purpose of this memo is not to criticize a
decision not to seek refundability. But it should be recognized that expa.ndmg the DCTC
in this manner will fail to touch something like the bottom two-fifths of young children.

A family of four with two children and child care costs of $200 a month would receive no

' 820 First Street, NE, Suite 510, Washington, DC 20002 ,
Tel: 202-408-1080 Fax: 202-408-1056  center@center.cbpp.org http:!/wmy.cbpp.forg HND026
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beneﬁt from a DCTC expansion unnl its income surpassed $28,000 (m 1998), and the
increased relief such a family received would not even equal $5 a week — a tiny share of
family child costs — until its income reached nearly $30,000. If the family’s child care

. costs for its twa children are $400 a month — a more realistic amount — it would receive

no-relief until its income reached $31,000, and it would not get even $5 a week of relief
until its income reached nearly $33,000. ;

These income levels are close to the median income for famihes with young
children. Hence, the DCTC expansion under consideration would miss most of the
bottom half of children. This makes it all the more important to include initiatives in the
budget that address problems of families at lower income levels. - I understand you plan
to increase funding for the child care block grant, which would assist families below the
DCTC threshold. That would help, but the mandatory spending initiatives need to do
more than that to aud families on the lower rungs of the economic ladder '

My concem that the budget package may not have adequate provxsion for low-
income families is heightened by recent Census data which demonstrate that the safety
net for children weakened in 1996 — and that this was the principal reason the poverty
rate failed to dedme last year despite substantial economic growth.

The Poverty Data

Census data released two months ago show that poverty faxled to dedme in 1996.
More detailed examination of these data shows that economic growth, by itself, did

reduce poverty — the “pre-transfer” poverty rate (i.e., the poverty rate before government

benefits are taken into account) declined. But among those who would be poor in the
absence of the benefit programs, the proportion lifted out of poverty by the programs fell
in 1996, and that offset the positive effects of economic growth. The net result was no

~ change in the poverty rate.

These ﬁgures are for 1996. The safety net weakened fu.rther in 1997 aé aresult of

changes in eligibility for benefits among such groups as less-disabled children previously -

on SS] and legal immigrants who were dropped from the food stamp program. As you
know, most legal poor immigrants who are not elderly or disabled were not protected by
the immigrant restorations in this year s budget law.

Recommendation #1; Food Stamps and lLegal lmmlgrants

The Administration won an outstanding victory this year in securing the
continuation of SSI for elderly and disabled legal immigrants who were about to be
terminated But there is important, unfinished business here.

This year’s immigrant restorations did not include food stamps. As you may -
recall, last year at about this time, the immigration groups, the Hispanic Caycus and we
recommended to you some immigrant benefit restorations in SS1, Medicaid, and food
stamps. Because of the Administration’s concerns that the cost of this package would be

i
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at a level that would lead Congress to dismiss the immigrant proposals, the
Administration removed the food stamp pieces of this proposal. At the time, none of us
would have predicted that Congress would adopt as much of the Administration’s
immigrant benefit proposals as it did; the assumption was that these proposals would be
cut back sharply on the Hill. As one senior Administration official recently said to me:

“In hmdstght had we leftin the foad stamp proposals we probably would have won
them, too.”

Let me be clear that I am not being aincal of last year’s dedision on this matter,
given what appeared to all of us at the time to be the political realities. But considerable
need remains in this area, as a spate of compelling news stories in recent months about
the effect of the immigrant food stamp cut-offs indicates. Moreover, poor immigrant
families that are not elderly and disabled- — and in particular, legal immigrant families
with children in which the parents work for very low wages — were not touched by this

year's budget law. Some of these poor immigrants are now encountering substantial
hardship as a result of the loss of food stamps.

~ Among those sharply affected are poor citizen children whose parents are legal
immigrants. Although these children remain eligible for food stamps, the removal of their
parents from the program has meant that the food stamp benefits their families receive
have been slashed 50 percent or 70 percent in many cases. Some 600,000 poor children
who are U.S. citizens are in families whose food stamp benefits have been cut deeply for
this reason, resulting in less food for all family members, including the children. Overall,
more than one million people, including both dtizens and legal immigrants, are members

of households whose food stamps were terminated or substantially cut becaus«e of the
new food stamp immigrant rules.

There is now an opportunity to address this problem. New mandatory savings
you are likely to put in the budget, including further savings to be secured in the food
stamp program by establishing new rules governing how states are reimbursed for food
stamp administrative costs, create room for mandatory spending initiatives. 'I would
strongly urge that restorations of food stamp assistance for targeted groups of needy
immigrants be a priority on the mandatory initiatives list.

The question may be raised whether such restorations would gain support on

Capitol Hill and have chance of enactment. Fommately, the chances of enactment look
good.

. In its ﬁnal week, Congress came within a hair’s breadth of passmg

- legislation to save $1.25 billion over five years from changing the rules for
reimbursing state food stamp administrative costs. Despite pressures from
agricultural and rural interest groups to spend large amounts of these
savings on agricultural research, crop insurance, and the Fund for Rural
America, it became quite clear in the final days of the Congressional session
that a significant amount of this funding — probably $400 million to $500
million — would be used for food stamp restorations for legal immigrants if

3
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the bill went to conference. On the Senate side, Senators Harkin and Leahy
proposed to Senator Lugar that $500 million be used in conference for legal
immigrants, and Senator Lugar was close to this number, himself.
Moreover, Lugar has since said publicly thathe wants to pushthis
legislation reducing federal expenditures for food stamp administrative
costs when Congress reconvenes and to make agricultural research and .
food stamps for immigrants the two principal places where the money goes.
On the House side, Rep. Charles Stenholm made clear to other Members in
the final days of the session, including members of the Hispanic Caucus,
that he would work in conference for at least $400 million of these savings
to go for legal immigrants; the Hispanic Caucus and a number of other
liberal members were pushing Stenholm for a higher number for |
immigrants, and his only concern with going hxgher was difficolty in fitting
all four “pieces” (i.e., agriculture research, crop insurance, Fund for Rural
America, and food stamps for immigrants) into the $1.25 billion total
available under the bill. At one point in the final week of the session,
Hispanic Caucus chair Xavier Becerra blocked the bill from going forward -
in the House as part of an effort to push the immigrant number up. In
addition, Rep. Stenholm'’s staff has told us Stenholm also spoke with House
Agriculture Committee chairman Bob Smith during the final days of the
session and that Smith was amenable to putting some of the savings from

- this legislation into immigrant food stamp restorations. (Also of note,

Republican staff of both the Senate and House Agriculture Committees-

believe the legal immigrant cuts are the one place where the welfare law's
food stamp cuts went too far.)

I should note that these developments do not mean that only $400 million
to $500 million in restorations could pass, but rather that this was about the
amount that could be secured in a $1.25 billion savings package that had
primarily to satisfy agricultural interests. That this much was likely to be
secured from such a vehicle when providing funds for immigrants meant
lowering the amounts the agricultural constituencies would get is itself an
indication of some growing strength for food stamp immigrant restorations.

Senator Lugar’s recent statement is another indication.

' On November 24, some 47 Senators sent a letter to OMB director Raines and

Secretary Glickman calling for inclusion in the President’s forthconung
budget of restorations of various cuts in food assistance programs. The

letter names as its first priority the restoration of food stamps for legal

immigrant refugees, asylees, chddren, and elderly and chsablecl people.

A House bill featuring mnugrant food stamp benefit restorations (known -
as the “Hunger Has a Cure” bill) has 140 sponsors in the House, mcluding

: 24 Repubhcans
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In addition, 20 organizations, including the national immigrant ‘adigoeacy and
constituency organizations, some of the major religious groups, and all of the major anti-
- hunger organizations, recently sent the President a letter emphasizing that this is their top
priority for the Administration’s budget. Among other things, this means the anti-hunger
and religious groups accord food stamp immigrant beneﬁt restorations tugher priority
than USDA's child nutrition proposals.

What to Do in the Immigrant Benefits Area?

I wou!d urge inclusion of the followmg changes.

Refugees and asylees: The balanced budget act makes refugees and asylees
eligible for SSI and Medicaid for their first seven years in the country,

instead of their first fie years as the welfare law provided. Refugees and
asylees are the poorest groups of immigrants; they have no sponsors, and in
many cases, had to leave their possessions behind when they fled their
native lands. Recognizing that they cannot apply for citizenship until they
have been in the U.S. for four years and nine months and that it can take up
to two years to naturalize, this year’s budget agreement exempts them from
SSI and Medicaid bans on immigrants newly entenng the ccuntry for their
first seven years here.

In the food stamp program, however, refugees and asylew still are
disqualified after five years. ‘For many working poor refugee families not
comprised of elderly or disabled people, food stamps have been their
principal source of government assistance. There is no sound justification -
for casting them off food stamps at the five-year point and making it
difficult for them to feed their families while they are caught in INS

- naturalization backlogs. Food stamp rules in this area ought to conform to

the SSI/Medicaid rules; there should be a uniform seveneyearf exemption
across SSI, Medicaid, and food stamps. This change enjoys support on the
Agriculture Comnutte@ It costs $213 xmlhon over five years, according to
CBO. ,

 Families with children: Immigrant families with children generally were not
- helped by this year’s victories on immigrant benefit restorations. For many

of these families — especially working poor immigrant families with
children — food stamps were the main source of public support.

" The best approach here would be to restore eligibility for families with

children. If that is considered too costly, the next best approach would be to
reinstate food stamp eligibility for children and for working parents (e,
parents working at least half time).

Covering parents as well as children would help several hundred thousand
citizen children whose parents dre poor legal immigrants; theu' famxly’ s

5
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food stamp benefits would rise back to a reasonable level. This proposal is
particularly important in California, where restoring food stamps only for
elderly and disabled immigrants would do little because SSI recipients in

the state are categorically ineligible for food stamps. Ialso would note that -
. covering children and working parents also is quite important in Texas, -

where cash assistance benefits under TANF are very low and the
preponderance of poor families — dtizen and mrmugrant ahke —are

families with working parents

 Given the difficulty of securing benefit restorations for mumgtants ‘who

entered the country on or after August 22,1996 (the date the welfare law’ .
was signed), you could limit this restoration to immigrants present in the
country before that date, although it would be better not to include such a
limitation in the budget.and to let yourselves be negotiated down by
Congress to an 8/22/96 restriction. (Covering families with children,
without limiting eligibility to those here on August 22, 1996, shouild cost

.about $2 bﬂhon over five years. Covering children and working parents -
- reduces the cost somewhat, as does: mcludmg an8/22/96 restncuon )

Conform the food stamp treatment of the elderly and disabled to the Balanced B
Budget Act’s treatment of these groups for SSI and Medicaid. Thereis
considerable support for this proposal as well, which is seen by a number of
people on the Hill (including some key Ag. Committee Republican members

and staff) as simply conforming the food stamp treatment for these groups

to their treatment under SSI and Medicaid, as agreed to in this year's
budget deal. Itis hard to explain why indigent 85-year-old disabled

immigrants should have their S5I restored but their food stamps cut off.

The cost of this proposal should be about $400 million to $500 million.

Reinstate eligibility for the Hmong. This idea also attracted supp})rt in the
final days of the session. Of all immigrant groups, the Hmong seem to be
the group having the most difficulty acculturating. They consequently have
an extremely high poverty rate, and the cut-off of food stamps appears to be
causing severe hardship and distress among them. (Among other things,
suicides have been reported.) There also is a second issue here. Many of
the Hmong fought alongside U.S. armed forces in Southeast Asia and were
promised adequate treatment in return. The Balanced Budget Act includes
a Congressional resolution stating that Hmong veterans should be
considered as veterans of the U.S. armed forces, but USDA’s General
Counsel has preliminarily indicated it has no statutory authority to treat .
Hmong veterans like veterans of the U.S. armed forces, and the Hmong
have been cut off food stamps. A number of Hmong leaders have decried
the food stamp-cut-off as a betrayal by a U.S. Government that promised to

" take care of them when we abandoned the war in which they were aiding
us. Most proposals to spend some of the food stamp administrative savings

6
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in the final days of Cnngress included a proposal to remstate eligibility for
the Hmong, which CBO has estimated to cost $75 million over five years.
(There is a question as.to whether this requires legislation or could be done
administratively. If administrative action is possible, that is preferable.)

As a group, these proposals would cost approximately $2 to $3 billion' over five 4
years, with the cost declining over time. One question that would have to be addressed is
whether to limit restorations for groups other than the refugees and asylees to those
present in the country before August 22,1996. You might want to continue adhering to
the principled position you took in fashioning the FY 1998 budget that old and new
entrants should not be treated differently if they are in need. On the other hand, I would
urge against such'a course if it meant that for budgetary reasons, you would have to
propase covering fewer of the immigrant groups mentioned above; since the chances of
securing agreement on the Hill to reinstate food stamps for people entering after 8/22/96
(other than refugees and asylees) would be slim, I would recommend agamst proposing
to do so in lieu of covermg key categones of needy immigrants. -

I'd like to raise one other mnugrant benefit issue. Last year, the Admuustrauon
'proposed reinstating Medicaid eligibility for low-income legal immigrant children who

arrive on or after August 22, 1996. The Senate adopted this proposal, which costs only 2
few hundred million dollars over five years. The Senate reconciliation bill also gave states
the option to cover such children under the child health block grant. These provisions fell
out in conference due to House opposition (and as part of the process of securing House
agreement ta the broad reinstatement of SSI eligibility for elderly and disabled
immigrants). I think it’s worth trying again here; this is the area where chances of
securing some assistance for these children are strongest. Some governors would like the
-ability to cover these children and should be supportive of such a proposal. Some health
care provider groups seeking to.avert costs for uncompensated care also might help,
especially if large Medicare and Med;caxd budget changes do not divert theu- attention
this year as they did last year.

Resommendahon #2: State Medicald Options -

In a world of welfare time limits, it becomes especially nmportant for those who
work their way off welfare to avoid returning periodically to the welfare rolls, as
happened so frequently in the past. Such recidivism clxsrupts the movement of these
parents up the wage scale. It also uses up their “time” on public assistance, with the
result that they could exhaust their “time” and be ineligible for aid when the next
recession hits and jobs for low-skilled individuals are much harder to find.

Thanks to Medicaid policy changes over the past decade and this year’s budget
law, a low-income working mother whose child gets sick does not have to return to
welfare to get health care coverage for the child. But if the mother herself becomes quite
sick, quitting her job and returning to welfare often is the only way she can get insurance.
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We ought to address thxs In our view, dealing Wxth this p:oblem should be the
next incremental step in extending health insurance. We can’t be as effectivein moving
people from welfare to work if we leave these low-income working mothers uninsured.

The need here is considerable. Census data for 1996 show that half — 49 percent
— of poor adults who live with children and earn at least what half-time minimum wage

- work pays (about $4,700 in 1996) are uninsured throughout the year. Some 37 percent of -

adults raising children who have at least this level of eamings and total household
. income between 100 percent and 150 percent of the poverty line are uninsured.

Continued erosion of employer-based coverage suggests these ﬁgures are hkely to grow
fu.rthe.r in the years. ahead.

“Transitional Medxcaxd assxstam.ce (T™MA), which is supposed to enable parents

- who work their way off welfare to retain Medicaid coverage for a year, does not help that
much. TMA is complex to administer and doesn’t work well; many who are eligible for it
are not enrolled. And it lasts only a year. Research shows that almost half of mothers
who leave welfare are uninsured three years after leaving it and that almost two-thirds of
low-income women who cease being covered under Medicaid become umnsured

This matter can be addressed in a relatively non-controversial: manner without
creating a federal mandate or a new entitlement program, by establishing two new state
‘Medicaid options and making modest changes in transitional Medicaid assistance so it is
~ easier for states to administer and for families to use. One option would allow states to

- cover parents up to some income limit (such as 133 percent or 185 percent of the poverty

line) if their children also are covered under Medicaid. This would give states the option
of covering low-income working parents along with their children. Moreover, it would
- allow states to cover working poor parents who have remained independent of cash aid,
* as well as those who formerly had been on public assistance. - And as a result, it would
enable states to cover two-parent as well as single-parent families, unlike TMA which is
largely limited to single-parent families, This option would be of particular 1 value in rural
areas, where wages tend to be lower and the proportion of working families with low
_incomes consequently is higher. It would be purely optional for states, and there would
. be no enhancement in the Medlcaid matching rate. .

‘We also recommend three changes in transitional Medicaid assistance:

1) establishing a state option allowing states to continue TMA — which now ends 12
months after a family leaves welfare for work — for a longer period, such as an additional
12 or 24 months; 2) simplifying the complex and cumbersome TMA reporting :
requirements that make it difficult for states to administer and for families to use; and 3)
either extending TMA, which sunsets at the end of 2001, or making it permanent We've
sent a more detailed paper to Administration health policy experts describing these

- proposed Medicaid options and TMA changes more fully.

A number of governors engaged in welfare reform efforts would hkely welcome
- such options as strengthening their welfare-to-work efforts. States also should favor
changes to ease administration of TMA and extend it beyond 2001. :
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Because the principal proposals here would be state options rather than mandates,
costs should not be too large. (We do not have cost estimates for these proposals 2)

- Another advantage of these proposals is that they should have little ”crowd-out"
effect. Most researchers agree there is little crowd-out at the income levels that would
gain coverage here, in part because coverage is so low at these levels. In addition, the

- proportion of an employer’s work force that might gain Medicaid eligibility under these
options would generally be too small for these policies to influence employer behavior -
very much. Even among low-wage employers, workers who do not live with children
and workers in two-earner families generally would not qualify, making it difficult for
employers to abandon coverage. Any crowd-out effect would be much smaller than the
crowd-out effect that would likely be engendered by extending government-financed
coverage for children to levels significantly above the 200 percent of poverty line limit
that the child health block grant sets.

Recommendation #3: Issues Related to USDA's'ChiId Nutrition Package

I would urge caution regarding large parts of the hefty $3.8 billion child nutrition
package that USDA has submitted. I have been heavily involved in most efforts to
expand the USDA food assistance programs since 1972, indluding virtually every
expansion of child nutrition programs over the past 25 years. But in my view, most of the
proposals in the USDA package are of dubious merit and should not be acco:ded high

priority.

The child nutrition programs are smmd programs that have expanded very
substantially over the years. They are mature programs that already provxde building
blocks for your education and child care initiatives. By and large, these programs are not
where additional resources are most needed; I would not like to see you puta lot of
money here that could better be used elsewhere.

1
Nor does the Administration need to add a lot of new money to these programs for
political reasons. You have an excellent track record for having stood up resolutely —
and successfully — to Republican efforts to convert these programs to block grants.

Maost of the USDA proposals — such as those in the school breakfast, summer
feeding, nutrition education, and nutrition research areas — can be set aside. I think
some of the proposals related to the Child and Aduit Care Food Program may have merit
and warrant consideration for inclusion in your child care package. The useful proposals
in that area can be done for lss money than USDA has requested. »

Pmposals Not Warranting Priority Consxderatlon

The principal USDA recommendation would make school breakfasts free th.rough
the third grade for children at all income levels; about half of USDA's $3.8 billion propasal
consists of money for this and a few much smaller school breakfast program
liberalizations. The school breakfast program is healthy, has been growing rapxdly — the
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number of schools in the program has skyrocketed from 20,000 in 1977 to 37, 000 in 1987
and nearly 70,000 in 1997 — and doesn’t need an infusion of new federal funds. Most
schools in low-income areas already are in the program, and 80 percent to 90 percent of
all elementary school children with low incomes attend a school with a breakfast
program. Breakfast is free to all children in these schools with family incomes up to 130
percent of the poverty line ($20,865 for a family of four) and is available for a nominal
price (30 cents) to children with incomes between 130 percent and 185 percent of the
poverty line, now about $30,000 for a family of four. The proposal to make breakfast free
at all income levels would primarily subsidize middle-income children who dor’t need ’
free breakfasts — the children newly subsidized would consist primarily of middle-
income students who already eat a school breakfast and pay the regular charge and those
middle-income students who now eat breakfast at home with their families but would eat
- at school instead if school breakfasts were free. “Buying out the base” and inducing some
middle-income children to eat at school rather than at home do not constitute important
social advances that justify the use of a sizable chunk of your limited resources.

Furthermore, USDA evaluations have shown that 94 percent of children in’
kindergarten through third grade already eat breakfast on a given day and that the
presence of the school breakfast program does not increase this number. When a
breakfast program is established in a school, the proportion of children eating at home
falls by essentially the same amount that the proportion eating at school rises. (The
nutnhonal quality of the meal does.improve somewhat, on average.)

Supporters of the proposal to make school breakfasts free at all income levels argue
that a study by Harvard researchers found educational benefits to such an approach. The
so-called Harvard study, however, is a series of overheads produced for USDA last
month by two Harvard Medical School faculty members and paid for by the Kellogg
cereal company and part of the dairy lobby.. The overheads present * ﬁndmgs from
several schools where breakfasts were provided free to all children, but one cannot
determine from the overheads how some of the data were collected, how rigorous the
methodology was, or how valid the results are.! Furthermore, the text contained in these
overheads appears to recommend greater use of an option already available under current
law, through which schools with mostly poor children can serve breakfasts free to all
children. This is different than enacting new legislation to make school breakfasts free to
children from families making $50,000, $100,000, or $150,000 a year. At most, the
information in these overheads might suggest carrying out a small, rigorous pilot project

testing universal free breakfasts in a modest number of schools, at a cost of a few mx.lhon
dollars

, The USDA child nutrition package also would spend almost $300 million raising
the amounts that Summer Food Program operators are paid for meals they serve to

i
! Another universal breakfast study conducted in a few schools in Minnesota has similar problems. 1t
consists largely of impressions of teachers, parents, and children who were interviewed and lacks data
produced under methodologies that rigorous evaluations employ
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children in low-mcome areas durmg summer months when school i is out. Thxs too, is
* low priority. The theory behind the proposal seems to be that the welfare law reduced the
" amounts these programs are pmd for each meal served and that reversing this change is'
needed to prevent big drops in program parnapatxon Data recently made available,
however, show that the number of meals served in the program actually increased this
summer by 12 million meals, a nine percent rise. The welfare law’s reduction in meal -
reimbursement rates in th.lS program did not depress partid patlon |

Another half billion dollars would go for a variety of nutrition educanon and
research activities and for added fundmg for the administrative costs of various state,
local, and private agencies that administer various food programs. None of this seems =~
high priority compared to competing uses for the limited amount of mandatory money
available. Many of these proposals seem to be ways to augment with mandatory funds
the discretionary funding the budget will include for various USDA agencies. In '

- . addition, it isn’t clear that we know how to spend larger amounts of nutrition educanon
funding in an effectlve enough manner to make this a priority use for scarce resources :

Chlld and Adult Care. Food Program Proposals - . "

‘The USDA package also proposes an array of expansions in the Cl'uld and Adult

- Care Food Program, which subsidizes meals served in child care settings. Unhke USDA’s
other child nutrition proposals — which are not really needed to support other budget
initiatives — some of the proposals in this area dovetail with your child care initiative and
watrant consideration. The cost of the proposals in this area can be reduced

- One major component of the USDA proposals in this area would fauhtate the
provision of federal subsidies for meals served to children in after-sd'\ool-caxle settings *
located in schools. Schools currently can get subsidies for such meals; but the application
and reimbursement procedures afe more cumbersome. The key question here i is to what '
extent faczhtatzng access to these meal subsidies will cause growth in the supply of aﬁer-school
care provided in schools. If the effect on supply is small, the funds.might better be spent
_ directly increasing the supply of adequate-quality child care for low- and moderate-

" income families, If the effect on supply would be more substantial, this proposal should
be considered. Idon’t know what the likely effects of streamlined access to these meal
subsidies on the Supply of after-sd\ool care in schools would be. .

The need’ for after-school care is most acute in low-mcome areas. Thqre are hkely
to be fewer other resources available in these communities to provide such care. In-
addition, there is a greater need in these areas to provide after-school activities to keep

-youth out of danger and out of trouble. There also is evidence from acaderruc studies that
. some mothers in poor areas are reluctant to accept jobs that don’t allow them to be home
when school lets out, because they fear their children may be in danger from street -
vmlence, drugs or gangs if the children are left unsupervxsed

#

Given the need to hmlt costs and the uncertamty concenung the effect these meal
subsidies would have on the supply of after-school care, I'd recom.mend makmg available -
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in low-income areas (rather than in all areas) the new procedures USDA has'proposed to
streamline school access to these subsidies. (In the child nutriion programs; low-income
areas are defined as those where at least half of the children have family incomes below
185 percent of the poverty line, now about $30,000 for a family of four.) Schools in
middle-income areas would retain an enntlement to subsidies for meals served in after-

school settings, but they would continue using the current procedures for obtammg the
subsidies.

rd apply the same thmkmg to another, related USDA pr0posal —a pmposal to

extend the provision of federal meal subsidies to meals served to children aged 13-18 in
after-school care. This proposal applies both to after-school programs located in schools
and to programs run outside schools; currently, federal reimbursements in both types of
programs are available only for meals served to children under 13. This proposal may
have merit in poor areas where there is a need to provide after-school activities for teens
to keep them off the streets and out of trouble. There is, however, no need for such a step
in non-poor areas. Moreover, we should avoid spending money to provide | federal

' subsidies for serving snacks to upper-middle-income children who participate in their
school’s chess club (or a similar activity) after school lets out. L

The approach recommended here, which envisions dropping most other proposals
in the Child and Adult Care Food Program area as being of lower priority, would restrain
costs. (A few other, very small USDA proposals with a total cost of about $25 million
- over five years appear useful.) Italso should be noted that a small amount of ﬁnancing

. could be secured in the child nutrition area by reproposing a $200 million savings
provision that was part of both the vetoed 1995 reconciliation bill and the FY 1997 Clinton
budget but fell out of the final welfare law.. (Pohucally, the savings from this provision

can be applied only to food programis in schools, since these savings come from the school
- food programs.) Some small additional savings in the child nutrition pmgrams from
minor changes in “rounding rules” also may be feasible to use for offset purposes '

COnclusmn

[ am com:emed the Administration’s package of mandatory spendmg and tax cut
initiatives will provide resources primarily for middle-income families and not be of
sufficient assistance to low-income families. The proposals recommended here (for food
stamp restorations to legal immigrants and state Medicaid options to cover more low-
income working parents and families) along with an increase in funding for child care

programs targeted on low- and moderate-income families would help to address this
problem.
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