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• 	 Raise standard cleductionJor couples. 
. I ' , 	 ' 

• . Raise standard qeduction for couples with children. 
• 	 Raise standard deduction for all parents. 

Education and Training 
,i 	 . \ 1"- 30 WI-/; 

• 	 Expand Lifetime Learning Tax Credit. ~ vf~ 10{30 
• 	 Lifetime Learning Savirgs Account.:;-~ ei-p4nd ~'() 
• 	 Scholarships/Grant aid taxation : . 
• 	 Teacher Quality (K-12)!- Mortgage Tax Help for teachers in high poverty areas 
• 	 Americorps awards and: National Health Service Corps deical cholarships 
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Urban - Empowerment; ~ '/~J 

--~--------------

• 	 Green Bonds 
• 	 CDFI Tax Credit i, 


Private Activity Bond~ap " ~.~k)()A-? " 
' 

, 

• 	 Increase Mortgage Cre4it Certificate.\ ~ " .~ TCft ~" 
• 	 Home Ownership Tax (::redit , ' ft·,., 

Research and Experimentatio~ Tax Credit 

., · hi' .ExpanslOn -- researc c.onsortIa 
• 	 Small Business feature: 

Other: . 
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• 	 AMT Relief Extension! ' " ­
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(Note: These ideas are in addition to ~e President's tax cut package) . . . M 
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• Long:'term Care If, ~; , 7..-/3 
• Tax Credit for Disabled· Workers 

. ' • Small business/Coopedtive 
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• Stay-at-Home Moms 
• Marriage Penalty 
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SUBJECT: Compilation !Of Preliminary New Ideas 
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CHILDREN AND ,FAMILIES I 
! 

1. Child Care. Reintroduce the President's child care proposal. This includes: increased 
funding for the Child Care and Develo~ment Block Grant; increased tax credits for working 
faniilies to help them pay for child car~; a fund to invest in progra~s 'that support early childhood 

, 1 

, learning and development; after-school care through the 21 st Century Learning Center program; 
and programs to improve child care salety and quality through a fund to states to ynforce 
standards better, scholarships for child care providers, and additional funding for evaluation and 
research. ; 

t 
" , 

, 1 
2. Paid Parental Leave. Many workers, including those covered by the Family and Medical 
Leave Act, cannot afford to take leav~ at the birth or adoption of a child. This proposal would 

, 'f 
provide paid parental leave for a limited period o'ftime to working parents with family incomes 
below a set amount. For example, a rlew proposal could provide 6 weeks of paid leave to all new 

'I 

parents who have been in the workforpe e~ther 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 proposal could use the 

unemployment insurance system to provide the leave payments, but would be paid for by the 
federal government.! ' 

, I 

3. Home Visitation. Home visiting'programs, in which a'trained professional (such as a nurse) 
1 

pays routine and intensive visits to pregnant mothers and new parents, have proven successful in 
strengthening families and improving child outcomes, particularly reducing child abuse. We 
propose to create a grant program to fu~d the development or expan~ion of home visitation 
programs: with priority given to areas with highrates of child maltreatment. / 

, 'I ' 
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4. Child Welfare. Each year, thous,ands of foster children "age out" of the child welfare 
system; at age 18, children lose theirifoster care maintenance assistance funding, and many have 
neither been reunified with their family nor adopted. In the next 3 years, approximately 65,000 

,I 

children will "age out." We propose increasing by 50% the Federal Independent Living Program 
(ILP), which assists adolescents aged 16-18 in the foster care systein as they prepare for 
independence. The ILP provides setivices to help foster care children earn a high school diploma, 
receive vocational training, and lea~ daily living skills such as budgeting, locating housing, 

1 
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planning a career, and finding ajob. TJe program was begun in 1984, a~d has been funded at 
$70 million annually since 1992. Fund~ 'are awarded directly to the States, which receive a base 
amount by formula and additional fund~ at a 1: 1 match ratio. 

5., Child Tax Credit. The 1997 Balanced Budget Agreement created a Child Tax Credit of $500 
per child for families. We would propose an expansion ofthe credit to families with children 
under three, in order to better support ~orking families. This tax credit may allow some parents 
to spend more time with children by enabling them to forego some income. The proposal would 

I 

benefit both families in.which both parents work, as well as families in which one parent stays at 
home. This proposal would roughly cqst $5 billion over five years. 

I 

6. Home Office Tax Deduction. We p'ropose an expansion of the Home Office Tax Deduction 
I 

in order to create incentives for parents to work from home so that they ,may spend more time 
with their children. This proposal wo~ld allow the taxpayer to claim additional expenses of the . 
costs of working from home, such as Ibternet hook-up costs. It would cut down on commuting 
time, thereby'allowing parents to spend more time. with their children. In addition, the tax 
deduction would help reduce pollution costs associated with commuting. 

7. Flex-Time: We propose offering ta~ credits'to all c~mpanies that offer a variety of family-:­
friendly benefits, including flexible work hours for their employees, compressed work weeks, 
part-time work with benefits, job sharlng,career sequencing, and extended parental leave. Such 
a tax credit would enable parents to spend more time with their children by providing companies, 
both small and large, to respond to th~ time crunch families are facing. In addition, it builds on 
our flex-time proposal (which allows workers to take their over-time compensation as vacation 
time) . and family-leave proposal. 

8. After-school programs: In order t6 meet the growing concerns parents have over how their 
children are occupied in the hours betWeen the end of the school day and the time· parents arrive 
at home, we propose an expansion of;our after-school initiative. A poll recently conducted by 
the Mott Foundation found that 92% 9f Americans believe there should be organized activity for 
children after school; 78% strongly share this view. In order to address this growing consensus, 
we propose first expanding our 21st ¢entury Learning Centers Initiative, which supports school­
based after-school programs. In addition, we propose creating a set-aside within the Child Care 
and Development Block Grant targetbd to after-school programs rull by community-based . 
organizations. 

CIVIL RIGHTS 

. 1. Enhance the CRS program at ~ustice. The Community Relations Service at Justice has 
been a significant force in cooling racial tensions in communities all over the country. Since the 
1980s, their budget has been decimated. This initiative could (1) enhance CRS's ability to 
provide mediation services to resolve community civil rights concerns as an alternative to 
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litigation; and (2) provide CRS conflict,resolution training and technical assistance to 
communities. The CRS is very popular; with the AG and she often talks of wanting it 
strengthened. 

2. Inter-Agency Task force on Discrimination. This initiative would create an inter-agency' 
task force (headed by the Civil Rights Division at Justice) to expand research on the extent of 
racial discrimination in the country. The research would focus on developing uniform testing 
protocols in housing, employment, and~ access to capital and then using these tools to asses the 
nature and extent of discrimination in these areas. This effort could be liilked to agency 
compliance and/or enforcement work. ' 

3. Improve Civil Rights Information Sharing. This proposal would provide funds to establish 
and maintain a system that links the data bases of agencies with civil rights enforcement 

1 

responsibilities -- thus allowing, for example, OCR at Education to have better access tO,work 
j 

being done by the Education Section at Civil Rights. 
1 

4. Becoming an American. A national effort to focus on easing the transition to the U.S. for 
new immigrants. We could provide giants to community-based organizations that fund English 
and civics classes for new immigrants; Also, we could encourage the development of programs 
that provide practical transition-type help to new immigrants -- such as understanding the public 
education system; understanding the Housing system, etc. According to the INS, there is a bit of 
this being done on the comm~nity lev~l, but they do not fund any of it. Also, s'ome ~f the 
education bits are done by the Dept. o'rEd. (adult education and/or literacy), but not in a 
coordinated way. HHS funds some trhnsition work for refugees. This general idea was first 
talked about by the Jordan Commissi~n. 

I ' 

5. Sweat-Shop Initiative. Expand enforcement against labor abuses in "sweatshops" and on 
farms that employ migrantJfarm laborers. Many of the wage & hour laws in place to protect low­
wage workers are not adequately enfdrced by the Department of Labor, in part because of 
dramatic reduction in funding for these efforts during the 1980s. These workplaces often serve 
as places of gateway employment for:new immIgrants, and thus the abuses disproportionally 
affect Latinos and Asians. 

6. Equal Pay. A program that coulq be run by the EEOC and DOL to increase outreach to 
businesses to educate them about the,legal requirements for paying equal wages, provide 
technical assistance, improve training for EEOC employees and resources for increases in 
enforcement capabilities. 

3 
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COMMUNITY EMPOWERMENT 

, 

1. Access To Capital For All Americans. 

-CDFI Tax Credit. In 1996, we proposed a tax credit for investors inCDFIs. We 
could re-propose this $100 mil~ion non-refundable tax credit. The maximum amount of 
credit allocable to a particular i;nvestment would be 25 percent of the amount invested. 

-Voluntary CRA.. Launch a bully pulpit effort to encourage non-bank financial 
institutions to develop and implement principles for cO!IDllunity investment. 

-Micro-Enterprise. Provide authorization and funding for CDFI Fund to provide 
technical assistance" to micro e~terprise organizations and micro-entrepreneurs (PRIME " 
Act, Kennedy-Doinenici). 

I 

-Secondary Market. Develop coordinated administration initiative to take first steps 
towards secondary market for Fommunity development loans, including data collection, 
education, standardization, regulatory review, and the creation of a loan loss reserve . 
fund to back pools of communJty development loans pooled and sold by the private ,
sector. 

-Fair Lending. Continue to push the Fed to permit collection of data on race and 
. t 

income of small business borrowers; consider legislation if this fails. 
I 

-Capital ~ccess Programs. .push to give the CDFI Fund authorization to launch small 
~' 

business capital enhancement program to back state-run loan loss reserve funds that 
permit banks to make more d~fficult small business loans . . 

2. Sustainable Development. 

-Environmental Activity Bonds. In response to the growing needs of urban areas, an 
environmental bond would help cities meet the environmental goals set by the Clinton 

I I. , 

Administration. EPA has identified three areas which would be candidates eligible to 
receive funding: brownfields,~ drinking water, urban river/waterfront cleanup, and the 
creation of par~s and other public spaces. Drinking water (as cities need to improve 
infrastructure to meet the reqhirements of the Safe Drinking Water Act) and 
brownfields are two. areas th~t cities continue to seek assistance for financing. Our 
preference is to be more inclusive and allow municipalities increased flexibility to 
identify their priorities. However, there should be attention paid to how this financing 

" I

would intersect with other Administration initiatives like the Clean Water Action Plan, 
Drinking Water Revolving Loan Fund, and TEA-21. 

'1 
" , 

-Urban River Corridors an;d Wetlands Restoration Projects. EPA proposes urban 
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river corridor and wetlands res~oration efforts tailored to improve the.human health and 
economic opportunities in urban communities. To date, EPA has made small grants to 
a number of cities and municipalities for these types of projects. With additional grants 
to local communities, the Agency could provide the necessary funding for projects to 
improve community water resources. These projects would provide employment 
opportunities for residents, be~efit the. economic welfare and technical competence of 
local residents, and empower the community to build for a better future. Restored 
areas can serve to attract and sustain business as well as provide outlets for recreation. . . 

, 
-Community Preference and Visualization Tools. Building the social capital 
necessary to change transportation and land-use policies to create more livable 
communities also 'requires tools that the average citizen· can use to understand the 

-' . 
implications of major policy ·c40ices. EPA proposed to act as a catalyst in the 
development and use of such innovative'decision making tools. The types of tools 

I . 

would include: 1) Community 'Preference Surveys, which show communities pictures 
of different neighborhood types, and help the community reach a consensu~ about the 
types of development that are desirable; 2) simulation tools, which would get a 
community "development ready" or help a community experiment with alternatives that 
have been proposed; and 3) ne;w software, accessible to the public as well as urban 
planners, to view and evaluate. alternative urban designs· for. any community. 

-Asthma Initiatives. Through better implementation and new investments, EPA 
believes the Federal government can take action that will show immediate and long 
term results to reduce asthma rates among children. 

I 

-Air Quality Credits. EPA clroposes to'provide incentives to transportation planning 
. by developing protocols for potential air quality credits toward state attainment plans 

for locally-initiated strategies.~nd projects that create less auto-dependent communities. 
Similarly, the Agency proposes to create the next generation of the Clean Air 
Brownfields Partnership Pilot:by continuing and expanding its ongoing efforts to link 
air quality goals and brownfi~ldslinfill redevelopment. After 2000, EPA proposes to 
partner with cities that have a.significant brownfield site in the decision-making phase 
of redevelopment~ work with ,the city, state, and developer to come up with a project 
design that maximizes air qu~lity benefits, and allow credit for these activities'under 
the State Implementation Pla~. 

,I 
1 

3~ Job Creation in Distressed Cooo;uunities. 

-Local Infra structural Improvement and Economic Revitalization Fund. Emil 
forwarded this idea to establi$h ,a Federal grant program to fund local Infra structural 
improvements. This would spark revitalization of declining or stagnant low-income, 
a~eas by providing funds to upgrade iocal infrastructure. These Federal dollars could 
leverage State, local, and private funds for such Infra structural efforts. 

5 
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-Community Revitalization Tax Credit. LISC proposes a Community Revitalization 
Tax Credit (CRTC) --similar to the Low-Income Housing Tax Credit --to help 
stimulate private-sector investment in commercial property in under served 
neighborhoods. 

-Com,munity Development C~rporation Tax Credit. In 1993, we put in place a 
demonstration tax credit for investors in 20 CDCs. According to this report for Bruce 
Katz' shop at Brookings, this program ha's been effective. We could propose 
expanding this CDC tax credit ~o more areas'. The author of this report also proposes' 
some changes to make the tax credit more effective. 

-Expand and Rationalize Employer-Side Tax Incentives. This includes EZs, 
Welfare to Work, WOTC, DCJobs Credit. 

,. 
oWorking Ventures Fund. ' Fund one or more,national non-profits to fund, evaluate, 
share best practices, develop networks, and link non-profits to their business 
community, in the job trainingiand placement field, as LISC and Enterprise do in the 
housing 

I ' 

-CommunityEmpowerment Fund. a) Include targeting for welfare to work projects; 
b) allow links to venture capital focused on minority-owned or small business in ' 
distressed areas; c) eliminate mandatory pledge of CDBG dollars for CEF loans. 

I 
-Metro Jobs/Community DeyelopmentCorporation (CDC) Links. Would target 
job-poor but CDC,served central-city neighborhoods to create or strengthen a welfare­
to-work infrastructure that is place-based but people-focused and regional in orientation 
~where the jobs are). Would build on HUD's Bridges to Work and complement DOL 
and HHS efforts, focusing on concentrations of assisted housing run by CBOs. 

4. Low Income Savings. 

--Asset Development for Sect~on 8 Voucher Recipients. Currently, an individual still, 
sees the size of their subsidy reduced for each extra dollar he/she earns. This new idea 
from Liebman and Orszag wohld roll-over any savings --or a part of the savings --from 

- . I, 
an individual earning more money into an Individual Development Account (IDA). 
That is, if the size of a person's Section 8 voucher is reduced by about 30 cents for , . 
each extra dollar he/she earns:, we could put this savings --up to 30 cents --in an IDA. 
We could also the capabilities created by EFT '99 to electronically transfer money to 
efficiently establish IDAs for;more Am~ricans. 

, 
"-Brownfields Meets Comm~nity Development. Under this proposal, we would push 

banks to invest in brownfields as part of their CRA commitments. 

6 

1 



5. Affordable Housing. . I 

-Elderly Housing Initiative. ~) Housing ~odernization grants to exis!ing elderly 
housing projects for moderniza#on, physical redesign, and/or conversion to assisted 
living; 2) Expanded and more tJexible service coordinator grants to meet needs of 
increasingly frail population in public and assisted housing; 3) authority for PHAs to 
use vouchers for the housing cqmponent of assisted living costs., 

) 

-Regional Affordable Housing Initiative. Targeting regions with severe jobs-housing 
imbalance and established partrterships for regional collaboration, HUD would provide 
grants and loan guarantees to support planning, regulatory streamlining across 
jurisdictions, and deve.10pment.~ 

.1 

-Vouchers. An expanded req~est will focus on increnientals, welfare to work, and 
homeless. 

6. Promoting Homeownership In D~stressed Communities.. 

t • 

-Low-Income Homeownership Tax Credit. Self-Help --a community group in North 
Carolina --proposes a tax credi~ for investors who provide second mortgages to low­
income families. This could significantly reduce the barriers to homeownership among 
low-income families, who do not really benefit from the home mortgage interest 
deduction. ' 

t • 

-Increase Allocation of Mortgage Revenue Bonds. Each state receives a supply of 
tax-exempt mortgage revenue bonds. These bonds help low-income families become 
homeowne~s and help develop :affordable rental housing. There are currently 53 co­
sponsors of legislation in the Senate and 316 co-sponsors of legislation in the House to 
increase the allocatiOIi of mortgage revenue bonds by slightly more than 50 percent and 
then index it to the rate ·of inflation. . 

f 

-Expand Use of Mortgage Ctedit Certificates. Mortgage Credit Certificates (MCCs) 
are credits against federal income tax equal to between 10 and 50 percent of mortgage 
interest (to a limit of $2,000 p~r homeowner) issued by state governments. MCCs 
count against state's ability to :issuemortgage revenue bonds. We could propose to 
expand the MCC program to allow the limit to be $4,000 for homeowners in EZs or 
ECs. We could also propose allowing states to ,not have to count MCCs against their 
mortgage revenue bond base.: 

-First-Time Homebuyer Tax:Credit. Th~ 1997 tax law put in place a $5,000 tax 
credit for firsf-time homebuyers in the District of Columbia. To boost homeownership . 



( , 

I' 

in Empowerment Zones, we could propose allowing any first-time homebuyer in an EZ 
to take advantage of this tax provision. 

i 

-Historic Homeownership Assistance Tax Credit. The National Trust for Histori~ 
Preservation proposes a 20-percent tax credit to homeowners who rehabilitate or 
purchase a newly rehabilitated ~istoric home and occupy it as a principal residence. 

-Homeownership Vouchers. Already authorized, would apply rental subsidies to 
I 

mortgage-related expenses for first-time homebuyers who were Section 8 tenants. 
! 

EDUCATION 

'1. Class Size Reduction. Reintroduce President's proposal to reduce class size in grades 1-3 to 
an average of 18. Needs to be funded on the mandatory side. If necessary, we could combine 
this with a teacher quality/recruitment initiative, so that funds in the earlyyears of the program 
are devoted to (1) incentives for people, to enter teaching and/or (2) teacher training and 
professional develppment.' : 

'J 

2. School Modernization. We've trie'd this on the mandatory side and we've tried this on the 
tax side. Assuming we don't get it this: year, we've got to try again next year. 

3. School Discipline/Safety. We are ~orkin'g on an overhaul of the Safe and Drug Free Schools 
Program, that will: (1) focus the progr~m on comprehensive, proven approaches to improve 
school discipline and safety; (2) better target the funds to schools/communities with the greatest 
needs; and, (3) improve data collection and reporting, including school report cards on 

I 

safety/discipline issues. Because the program currently spreads (small amounts of) funds around 
to almost all school, and because ofits:initial emphasis on keeping schools drug-free, the politics 
of this program will probably require that any shift in emphasis on greater targeting will'require 
additional resources. ' 

4. Teacher Supply and Quality. Here are three initial ideas for improving teacher quality., The 
first two came out of our initial discussions on the President's race report. We can decide down 
the road whether to keep them focused. on high poverty schools, or make them more universal'?' 
We can also break out particular pieces of them into separate i¥itiatives if we want to: 

- Make sure there are qualified teachers in high poverty schools. First, encourage 
and support state and local !efforts to improve the preparation, certification, 
recruitment, selection, induction, retention, evaluation, reward and dismissal of 
teachers overall. Support Qecessary R&D on critical components of an upgraded 
system, such assessing teac;her competence in the classroom. Second, work to end the 
practice of disproportionatyly placing and keeping unqualified teachers in high 
poverty schools. Require states to require prospective teacher to pass basic 
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skills/subject matter tests (and help them develop more demanding assessments) in 
order to be licensed Prohibit: school districts receiving Title 1 funds from staffing 
Title 1 funded classes (whatiabout schoolwides???) with unqualified teachers, and 'bar 
those without an effective system for teacher evaluation (including removal of 
incompetent teachers) from receiving Federal (or just Title 1) funds. Require K-4 
teachers in Title 1 schools to successfully complete training in teaching reading, and 
fund the training. Third, he'1p attract and retain the best teachers for high poverty 
schools. Fund induction and continuing professional development programs in high 
poverty schools. Provide in~entives for Board-certified teachers to teach in high 
poverty schools. . 

• Recruit More Minority 'teachers. Many believe that a major factor influencing 
children's success in education is role models. Enhance curren~ recruitment programs 
with effective incentives to attract more minorities to the teaching profession. 
Minority teachers, administrators, and school personnel serve as role models for 
minority students and can pfovide an important link between schools and parents. 

•Establish subject-specifici teacher/administrator training 
institutes/academies/centers in every state. There are,crying needs to train existing 
teachers in key subject area~, such as reading, technology use, math/science and other 
academic subject. We should establish subject specific training centers in each state \ 
(or perhaps in geographic regions within states). The idea is to create a place, 
probably at a university, th~(has the subject-matter capacity and can work with 
school systems to develop apd implement a strategy for ensuring that every teacher 

\ 	 who needs it gets high quality, intensive and ongoing training in the subject and how 
to teach it. This could eith~r substitute for or complement the current teacher training 
program (Eisenhower Professional Development Program), which provides funds to 

I 	 , 

, states and school districts on a formula basis, with broad discretion on how the funds 
can be used for professionai development. We could also establish training centers for 
principals and other, school ;leaders. 

• Continuing the Troops to Teachers (TTT) program (due 'to phase out in Oct 
1999)., TTT provides stipends to encourage retired military personnel to teach and, 
school districts to hire and train them. TTT attracts more minorities and men into the 
teaching profession than are traditionally represented, they have background in 
understaffed subjects such as math and science, and are more willing to teach in 
inner-city classrooms. 

, , 5. Recruiting and Training Principals. Most states and communities lack good strategies 
for recruiting and preparing indivi<;luals with the knowledge and skills to provide the kind of 

· leadership and management schoois need right now. We could propose a competitive, 
.J demonstration program to provide ifocus, leadership and effective models for the field., This 

would not be a big-ticket item. 
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6. Urban/Rural Initiative. This could take two fonns. One would be some version of 
Education Opportu~ity Zones--a cotPpetitive grants program that rewards perfonnance and 
requires accountability. A second would be to create local perfonnance partnerships, in 
which local communities agree to cfeate schools that are safe, have high standards and 
qualified teachers, after-school programs, tutors and other fonns of extra help for kids, 

. I ' 

technology, etc. The districts would,be responsible for creating schools with these 
opportunities, and would be accountable for improving achievement across the board 
(perhaps as measured against national standards). In return, the districts would (1) be able to 
combine funds from relevant' ED and other programs, so they can figure out the best way to 
provide the learning opportunities; (2) get extra funding over and above the funding from the 
existing categorical programs; and (3) gain or lose a:dditionaLfunding based on perfonnance 
(with some floor established to minImize the risk for districts). J 

7. Choice Demonstration Prograrp. Establish a demonstration program to challenge states 
and school districts/cities to expand;the range of high quality schools students and families 
can choose among, thereby enabling students in low perfonning schools to move to better 

,r ' 
ones. A variety of approaches should be encouraged, including: 

• Community College Enrollment. High school students should be pennitted to 
enroll in community colleges, for high school level or college level courses. This step 
could provide inner city students with access to more qualified teachers, because most 
community colleges have fa~ulty with subject matt~r expertise (whereas urban high 
schools often have teachers teaching out of field). It could also help boost minority 
enrollment in college. [see If this can build on existing tech-prep programs, or other 
articulation agreements,] , 

• Contract School System., Transfonn urba~ school systems from bureaucracies 
which operate large numbers of schools' into systems in which the local governing 
body contracts out the operation of each school--to teachers, nonprofits, school 

I 

management finns, etc., In ~ffect every school becomes a'charter school,'with a 
distinct mission; control over its own staffing and budget, and accountable for results. 
The local school board is re~ponsible for selecting the schools, identifying new types 
of schools that might be ne~ded and soliciting proposals to operate the school, 
monitoring the perfonnance of each school and holding it accountable. Under this 
approach, all school~ would: eventually be schools of choice.[see Paul Hill's work for 
backgr()und on this] 

• Schools located at large ~mployers. Encourage large employers to provide 
facilities on site for schools;for children of their 'own employees, while the school 
district provides the teacher~,.curriculum, instructional materials, etc. Dade County's 
Satellite Learning Centers provide the model for this approach. Dade's experience 
shows that these schools can (1) be more diverse than other schools, because work 
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sites are more diverse than r~sidential neighborhoods (2) save the school districts the 
cost of new facilities (3) save employers costs associated with employee turnover and 
(4) increase parental involve~ent in the schools. ' 

-Expanding choice throug~ smaller, schools-wi~hin-schools. Transform large, 
impersonal schools into smaller schools-within-schools that would dramatically 

. I" . . 
expand choices within publi¢ education for families without requiring students to . 
leave their neighborhoods. Many parents want more choice in education but don't 
want to send their children to school far from home. This proposal would address 
that need and enable many niore students to get the personalized learning attention 
that so many families want; i~ also may reduce discipline and violence problems. A 
grants program could suppoq networks of schools or school districts to plan and 
implement this concept and provide infomlation and counseling to help students and , 
their families make good choices. This proposal could be linked or combined with ' 
the "contract" schools concept by creating a competitive process to awar~ contracts to 
manage each school-within-a-school to teachers, non~profits, charter schools, etc. 

I _ 

8. English Language Acquisition.•' As pari of the planned overhaul of the Bilingual 
Education Program, we should consIder a number of initiatives: 

• Make every LEP child cOi;npetent in English within 3 years of obtaining 
services. 'English language c~mpetency is the key to success in schooling and the 
economy. ESL and siplilar s~rvices should be made universally available to all 

I 

students who need them. Fe~eral funding can provide matching grants to States to do 
. this. The requirement--inc1uding funding and accountability--for serving LEP kids 

and helping them become competent in English within 3 years should be built into the 
Title 1 program. Other pro~ams, such as after-school and technology, should also be 
designed so that in schools Jith significant numbers ofLEP kids, they are also 
focused ()n helping kids learrl English within 3 years. 

I 
I 

• Support English Plus. In ~ddition to ensuring that all LEP students learn English, 
we should promote foreign language learning, starting in the early grades, for 
student's whose nativelanguage is English. The objective is to dramatically increase 
the number of students who l,eave school fluent in two or more languages, regardless 
of their native language. _ : . .' 
• Support demonstrations of, and if effective greatly expand "Newcomer High 
Schools" for recently.arrivtrd immigrant stud~nts. Many school districts are . 
facing an increasing number of secondary immigrant students who have low level 
.English or native language skills, and in many cases, have had limited formal 

I 
education in their native coulj.tries. In order to prevent these students from dropping 
out (and these children are a significant factor in the 40% Hispanic drop-out rate), 
these students must learn English, take the required content courses and catch up to 
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their U.S. peers. Seme district have develeped Newcemer pregrams --either a 
separate scheeler a scheel-within-a-scheel. These pre grams typically educate 
students fer a limited peried of time (mest fer less than twe years) befere enrelling 
them in their heme scheels. Three such scheels are 4-year high scheels. The 
pre grams reach beyend the students themselves, previding classes te .orient parents te 
the U.S. and 63% .offer adu1t;ESL classes. There are currently 75 such pregrams in 
18 States and the Center fer Applied Linguistics has spensered an evaluatien eftheir 
effectiveness. I 

9~ Quality pre-school education. We can prepese' an initiative te make quality pre-scheel 
, 	 universally available, .or at least uni~ersally available fer peer kids. There sheuld be twe key 

cempenents te this. One is te proviqe a number .of funding streams te pay fer it. Head Start 
sheu,ld be the base, theugh we sheuld alse leek at ways in which Title 1 ceuld playa larger 
role.' Secend, we sheuld provide inc~ntives te beth prescheels and scheel districts that 
receive federal funds, te werk tegether te help ensure that the prescheels pregrams are 
fecused en helping kids get ready fer scheel, by requiring the scheels te reach .out te 
prescheels and let them knew what ¢ey expect kids te knew and be ablete de when they 
ceme te kindergarten, and by giving 'the prescheels the help they need te provide an 
apprepriate curriculum. ' 

.	10. Federal Matching Funds for XP courses and for AP and SAT/ACT Preparation. 
The President has made universal access te twe years .of higher educatien a prierity, and has 
created ways te alleviate the financial hurdles. A legical next step in improving the quality 
~f access is te make all students merecempetitive by clesing the gaps in advanced ceurse 
availability as well as SAT and ACT; test sceres. The Federal geve~ent ceuld establish 
funding matching mechanisms te engeurage states te impreve access te AP ceurses and 
preparatien fer AP tests in lew-inceme scheels; in areas where AP ceurses are net available, 
funds ceuld be used fer partnerships with cemmunity celleges that .offer similar ceurses. 
Similarly, matched funds ceuld be used te de .one efa nuinber .of things fer SAT/ACT 
preparatien: pay fer lew-inc erne yeuth te attend prep ceurses (e.g., Kaplan; Princeten 
Review); fund peer scheel districts te set up their .own test prep programs~ as in America 
Reads, waive the federal match fer Werk Study students whe help prepare disadvantaged 

I 	 ' . 

students fer the tests. 	 ' 

11. "High Hopes" for Adults. ~ile the President has made enermeus pregres~jn making 
available reseurces fer higher educatien fer peeple .of all ages, the primary fecus .of 
Administratien infermatienal campaIgns and initiatives like High Hepes have been te' 

" 	 1\, 

enceurage yeung peeple te ge te cell~ge. A new initiative ceuld cembine twe efferts. First; 
the Administratienceuld launch an it;lfermatienal campaign enceuraging adults te ge back tel 
scheel and inferm them .of new reseurces available te help, including Lif~time Learning and 
Hepe Schelarship Tax Credits, Indiv,dual Training Acceunts under the new Workferce 
Investment Act, and Pell Grants (which apparently few realize can be used fer part-time 
students). Secend, a new "High Hepes" grants pregram targeted at adults, partly fecused en 

I 
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encouraging minorities and women to go back to school, could support local partner~hips of 
business, community colleges, labor unions, one-stop centers and others to provide the 
information and counseling needed ~o encourage and assist adults to enroll in~ourses and 
programs that will help themsuccee<:i in their loc'll job market. 

12. Encourage High Schools to Offer/Require Service Learning. We should consider 
expanding the service learnirig initiative (Learn and Serve) to encourage'more school districts 
to incorporate service into their edu~ation programs. The service learning program could be 
expanded to provide a stronger infra~tructure, e.g., service coordinators for high schools, in 
order to make the service experience: both more rewarding and educational for students. 

HEALTH 

1. Long-Term Care and Medicare :Reforms for Elderly, Disabled and Their Families. 

• Long-term care tax credit Along with the lack of coverage of prescription drugs, 
the poor coverage of long-tequ care represents a major cost burden for the elderly and 
their families. Long-term care costs account for nearly half of all out~of-pocket health 
expenditures for Medicare bepeficiaries. This proposal would give people with two 
or more limitations in activities of daily living (ADL) or their care givers a tax credit 

, 'I 

, of $500 (or more, if affordabl.e) to help pax for formal or informallong-telin care. 
This initiative would be coupled with other long-term care policies (e.g., offering 
private long-term care insura~ce offering to Federal employees). (Cost: About $4 
billion over 5 years, offset b.y closing some tax loopholes, and would help about 3.4 
million people): 

• Offering private long-term care insurance to Federal employees. Since 
expanding Federal progni.ms alone cannot address the next century's long-term care 
needs, the Federal government --as the nation's largest employer --could illustrate that 
a model employer should promote high-quality private long-term care insurance 
policies to its employees. Un<:ierthis proposal, OPM would offer its employees the 
choice of buying differing types of high quality policies and use its market leverage to 
extract better prices for these policies. There would be no Federal contribution for 
this coverage. (Cost: Small administrative costs; OPM estimates about 300,000 
participants). 

• Tax credit for work-related impairment 'expenses for people with disabilities. 
I ' 

Almost 75 percent of people with significant disabilities are unemployed; many of 
those within the population cite the cost of employment support services/devices, as 
well as the potential to lose Medicaid or Medicare coverage, as the pdmary barriers to 
seeking and keeping employ~ent. This proposal, strongly advocated by your Task 
Force on Employment of Adults with Disabilities, would give a 50 percent tax credit, 

I 
I 
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up to $5,000, for impain'nent-related work expenses. It could be a stand alone 
• 1 • 

proposal in the budget or packaged as a long-term care initiative if we decide to defer 
announcing the long-term care tax credit. (Cost: About $500 million over 5 years, 
offset by- closing tax loophol~s, and would help about 300,000 people). 

-New Family Care giver "One-Stop-Shop" Support Program. About 50 million 
people provide some "type ofilong-term care to family and friends. Families who have 
a relative who develops long~term'care ~eeds often do not know how to provide such 

I 

care and where to tum for he.1p. This proposal would give grants from the 
Administration on Aging to states to provide for a "one-stop-shop" access point to 
assist families who care for elderly relatives with 2 or more ADL'limitations and/or 
severe cognitive impairment;, This as~istance would include providing information, 
counseling, training and arranging for respite services for caregivers. (Cost: About 
$500 -750 million over 5 ye*s)~ 

I 
- Adding prescription drug coverage to Medicare (new policy). The lack of 
coverage for prescription dl11.gs in Medicare is widely believed to be its most glaring 
shortcoming: Recognizing the medical community'S reliance on prescriptions for the 
provision of much cifthecare provided to Americans, virtually every private health 
plan for the under-65 population has a drug benefit. Medicare's lack of coverage is' 
largely responsible for the fact that drug costs are the highest out-of-pocket cost for 
three out of four elderly. This burden will only become more acute in the next century 
as the vast majority of adyances in health care interventions will be 
pharmacologically-based. Responding to this fact, Republicans and Democrats on the 
Medicare Commission, as w~ll as almost every health care policy expert, are 
consistently stating that refcir:ming Medicare without addressing the prescription drug 
coverage issue would be a mIstake .. We are developing a wide variety of options, 
including a means-tested option, a managed care benefit only approach, and a 
traditional benefit for all beneficiaries. If desirable, a proposal could be included in \ 
the budget or coordinated with the March release of the Medicare Commission's 

I . 

recommendations. (Cost: V'lries significantly depending on proposal, but could be $1 
-20 billion a year; assumed offset would be Medicare savings, which might more 
easily be achieved in context!·of a broader reform proposal). ' 

I' 

- Cancer clinical trials dem'onstration (FY 1999 budget; not passed). Less than 
three percent of cancer patients 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 youngerAm~ricans. This proposed three-year demonstration" 
extremely popular with the c~ncer patient advocacy community, would cover the 
patient care costs associated ~ith certain high-quality clinical trials. (Cost: $750 
million over 3 years). 

- Redesigning and increasing enrollment in Medicare's premium assistance 
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program (extension of July executive action and new policy). Over 3 million 
low-income Medicare beneficiaries are eligibl~ but do not receive Medicaid coverage 
of their Medicare premiums lmd cost sharing. Many more may not get enough 
assistance through the new, ~BA provision that is supposed to help higher income 
beneficiaries. We are developing a range ofproposals that bulld on the President's 
actions in this area to better utilize Social Security Offices to educate beneficiaries 
about this program, to reduce administratiye complexity for states and to give them 
incentives to engage in moreiaggressive outreach efforts. (Costs vary depending on 
policies; probably about $500 million to $2 billion over 5 years). 

2. Health Insurance Coverage Expansions. 
) 

, 

- Providing new coverage options for people ages 55 to 65. (FY 1999 budget; not 
passed). Americans ages 55 to 65 have a greater risk of becoming sick; have a 
weakened connection t6 work-based health insurance, and face high premiums in the 

.individual insurance market. : This three-part initiative would: (1) allow Americans 
ages 62 to 65 to buy into Medicare, through a premium designed so that this policy 
is self-financed; (2) offer a similar Medicare buy-in to displaced workers ages 55 and 
over who have, inv9luntarily ~ost their jobs and health care coverage; and (3) give 
retirees 5,5 and over whose r~tiree health benefits have been ended access to their 
former employers' health insj.lrance. A proposal such as this would be mInimally 
necessary for any serious co~sideration ofproposals to raise Medicare's eligibility 
age. (Cost: About $1.5 billi~m over 5 years, which would assist about 300,000 
people). 

-Health coverage for the temporarily unemployed (FY 1997 and 1998 budgets; 
not passed). Because most h~alth insurance is employment based, job changes put 
families at risk of losing theit health care coverage. Many families do not have access 
to affordable health insurance when they are between jobs because they work for 
,firms that do not offer continuation coverage or cannot afford individual insurance. 
The proposal would provide temporary premium. assistance for up to six months for 
workers between jobs who pteviously had hea.lth insurance through their employer, 
are in between jobs, and mainot be able to pay the full cost ofcoverage on their own. 
(Costs depend on whether it irs done as a del!lo (about $2.5 billion over 5 years, which 
would help about 600,000 pepple) or nationwide (abput $10 billion over 5 years, 
which would cover about 1.4,mQlion persons)). 

- Children's health insurance outreach (FY 1999 budget; not passed and new 
·poHcy). By the first anniversary ~fCHIP, we expect about 45 states to have CHIP 
plans approved. These new ~xpansioris have great potential t~ help uninsured 
children, but not if families dp not know or understand the need for insurance. 
Moreover, over 4 million uninsured children are eligible for Medicaid today. Last· 
year's budget inc1udedsever~1 policies to promote outreach, including allowing states 

" ! 
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to temporarily enrolling unin;sured childr~n in Medicaid through child care referral 
centers, schools, etc; and allqwing States to access extra Federal funds for children's 
outreach campaigns. An ad~itional proposal is to pay for a nationwide toll-free 
number that connects famili~s with state eligibility workers. NGA is sponsoring this 
line for one year only; such a: line is essential for the nationwide media campaign that 
we are planning to launch in january with the NGA and America's Promise (Colin 
Powen's group). (Cost: Benyeen $400 and $1 billion over 5 years.) 

- Parents of children onC:QIP (new policy). Since children who are uninsured 
usually have parents who are:uninsured, an easy way to target uninsured adults is to 
extend eligibility for Medica~d or CHIP to parents of children covered by these 
programs. This has been don,e successfully in some states, through Medicaid 1115 
waivers, and would be a logical next step to covering lo:w-income adults. (Cost: 

'. Depends on the proposal and',assumed take-up rates by the states). 

- Optional state coverage expansion through eligibility simplifi.cation (new 
policy)~ In thewake ofwelfa',re reform, Medicaid eligibility rules have become even 
more complex since states must cover people who would have been eligible for 
AFDC under the old rules. Additionally, Medicaid law allows states to cover parents 
but not adults without childrep --even if tliey are very poor. This proposal would 
allow states to opt for a pure poverty standard for Medicaid eligibility for all people 
(like we do for children) rather than the old categorical eligibility categories. Not 

I 
only would such an approach simplify the Medicaid program for families and states; 
it would provide an opportunity for significant coverage expansion. While any 
change in Medicaid almost always raises concerns amongst some advocates, this 
proposal would be strongly supported by the ,Governors and advocates such asthe 
Center for Budget and Policy·Priorities. (Cost: Depends on the proposal and 
projected coverage expansionitake-up rates). 

-Voluntary purchasing cooperatives '(FY 1997, 1998, and 1999 budgets; not 
passed). Workers in small firfns are most likely to be uninsur~d; over a quarter of 
workers in firms with fewer t1)a11. 10 employees lack health insurance -almost twice 
the nationwide average. This :results in large part bec'ause administrative costs are 
higher and that small businesses pay more for the same benefits as larger firms. This 
proposal would provide seed inoney for states to establish voluntary purchasing 
cooperatives. These cooperatives would allow small employers to pool their 
purchasing power to try to negotiate better rates for their employees. (Cost: about 
$100 million OVer 5 years), 

3. Increase the Indian Health Service bu'dget. In order to reach more of the targeted 
population, we should provide a significant increase to the IHS budget in order to address 
areas such as substance abuse, elder Health care, injury prevention, domestic violence and 
child abuse, and sanitation facilities. . 

16 



HOMELESS 

1. Homeless Veterans. The National Coalition of Homeless Veterans estimates that there are 
as many as 275,000 homeless veterans on any 'given night. According to the Department of 
Veterans Affairs, an approximately $60 million increase in funding would constitute the 
single largest investment into~reaking the cycle of homeless ness among veterans. This 
proposal would seek to increase residential alternatives, community-based contracted care, 
job preparation activities, stand down activities (community-sponsored events that conduct 
one-stop service delivery programs ~or homeless veterans), the distribution of clothing, and 
long-term housing. The VA estimates that this proposal would positively impact 
approximately 100,000 to 15,0,000 veterans annually. . 

2. Allow VA to sen surplus property with 10 percent of proceeds going to homeless 
veterans. OMB proposes to amend :the Property Act of 1949 to create a 5-year pilot project 
for the V A to sell offproperty with i apercent of the Proceeds going to local homelessness 
projects under the McKinney Act (w;ith this 10 percent being earmarked for homeless 
veterans) and the other 90 percent going to the VA for capital funds (buildings, equipment, 
infrastructure, but not staff). Currently, the way the law works is that all the proceeds from 
surplus property goes to homelessne~s, but this has not provided an incentive to the agencies 
to sell property be.cause they do not get to keep any of the proceeds. OMB states that since 
1989, only one piece ofproperty haslbeen sold under this provision. OMB will be 
circulating their proposal within a couple ofweeks. OMB would propose to permit VA to 
sell 25 pieces ofproperty, but does npt have a cost estimate yet. 

, , 
, 

3. Homelessness Demonstration Project Modeled after T ANF. Funds could be set aside 
in the FY2000 budget to create a del1,lonstration project so that one state, region, or locality. 

,could try to move persons from homelessness to self-sufficiency. The demonstration project 
should set up performance goals similar to T ANF so that there is a measure of how many 
persons have been made self-sufficiept. There could be a performance bonus for the 
demonstration project if the goal of the project is-met. 

4. Medicaid Outre~ch Project for Homelessness. A Medicaid outreach project could be set 
up, similar to the CHIP outreach proJect, that would reach out and cover homeless persons. 
We should develop a cost estimate td determine that, over time, dollars would pe saved if 
persons are treated under Medicaid r*ther than on an as-needed basis in emergency rooms 
and clinics. This idea could be expanded to reach out to more than simply the homeless 
popUlation to include all groups who:are Medicaid-eligible. 

; 

. :TOBACCO 
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1. Tobacco Counteradvertising. Fund a $200 million per year tobacco counteradvertising and 
education Campaign, as proposed in the President's 1999 budget and McCain legislation. This 
campaign would develop counte~advertising and purchase enough media time to reach teens at 
least four times a week. The campaign would also fund an extensive school-and 
community-based anti-tobacco education campaign. 

2. Industry Documents. As the result of the President's directive, we expect to receive a plan 
from HHS in October outlining how to make tobacco industry documents more accessible to the 
pUblic. Follow up work will be needed t~ implement this plan. While we can probably secure 
some private funding for this purpose, it is likely that federal funding will also be needed. 

3. Tobacco Cessation. Each year, 20 million smokers attempt to quit, but only 1 million, or 5 
percent, succeed. More than 90 percent ~mokers who atfempt to quit do so on their own, and the 
vast majority fail within 2 to 3 days. However, research shows that effective cessation methods. 
could raise success rates to 10-20 percent (over 2 million people annually). The Agency for 
Health Care Policy and Research (AHCP~) endorsed 5 smoking cessation methods that have been 
proven to be ~ffective in helping people (0 quit: gum, pat<::h, nasal spray, inhaler, and pill (Zyban). 
A full course of these treatments costs ar9und $200-300 (for a three months supply, without 

. counseling). However, less than half of l1}anaged care organizations provide coverage of any 
AHCPR-approved therapies, and those th,at provide coverage may impose cost-shariQ.g 
requirements that hinder access to treatm~nt. In fact, a study of managed care in Washington 
State found that eliminating copayments for smoking cessation services significantly increased 

.. participation rates. 

These proposals to help current smokers quit could be coupled with our continued call for 
comprehensive legislation to stop children from smoking before they start. Total combined cost 
of all these initiatives: $855 million over 5years. We could make a series of proposals, some part 
ofthe budget and some not: (1) Fall --announce new DOD anti-tobacco plan, and new DOL and 
OPM tobacco-free workplace programs; (2) Winter --propose Medicaid and Veterans coverage of 
cessation benefits through FY2000 Budget; and (3) Spring --tax coverage ofcessation as a 
medical expense and expanded coverage ~f cessation benefits in FEHBP. 

I . 

• New Department of Defense anti-tobacco plan. This plan is still being vetted at the 
agency but will likely include cov~ring over-the-counter nicotine replacement therapies 
under military health care coverage as part ofa comprehensive military-wide anti-tobacco 
plan. Cost: $60 million per year. ; 

• Anti-tobacco workplace initiat:ives by DOL and OPM. DOL could expand its 
drug-free workplace initiative toprovide information to employers on steps they can take 
to reduce tobacco use among employees (cost: $63,000 per year). OPM could disseminate 
a model workplace cessation program for all federal agencies (agencies would use existing 
appropriated funds). 

I 

. , . 

18 



• Medicaid coverage. Currently, smokjng c~ssation prescription and non-prescription 
drugs are optional state benefits t].nder the Medicaid statute. We could propose to require 
states to cover cessation, as the McCain bill did (CBO estimated cost: $~20 million over 5 
years, HCFA estimated $114 million). Alternatively, we could propose an enhanced 
federal matching rate for smoking cessation' treatments, in order to offer the states an 
incentive to cover these services.; The Hansen-Meehan bill establishes a 90 percent match 
rate for state costs of smoking cessation services at an estimated cost of about $110 
million over 5 years. Currently, 23 states cover Zyban, 6 states cover non-prescription 

. treatments, and 5 states cover cessation counseling. 	A study by the Center on Addiction 
and Substance Abuse at Columb'ia University found that over 42 percent of Medicaid 
recipients smoke, as compared to l25 percent of the general population and that nearly 10 
percent of all Medicaid hospital qays are attributable to smoking. , 

. , 

• Veterans. We should re-propose the plan from the President's 1999 budget which 
created a new discretionary prograQ1 open to all veterans who began using tobacco 
products while in the service, reg~rdless of their eligibility for other VA health care. 
services (currently less than 15 p~rcent of veterans receive their health care through the 
VA system because of statutory limits --veterans must be low income or have a 
service-related injury.) The VA would contract with private sector entities to furnish 
AHCPR-approved services to interested veterans. OMB estimates that this proposal , 
would cost $87 million for the fir~t year,and $435 million over 5 years. Thirty-six 
percent of the 25 million .veterans in this country smoke. . 

.Tax Treatment. Currently, the post of cessation treatment cannot be claimed as a 
deductible medical expense because the IRS does not recognize smoking or tobacco 
addiction as a "disease." The IRS has indicated in written opinions that an official 
medical authority classification of smoking as a disease would allow cessation to deduct 
these expenses. Treasury is interested in pursuing this in 1999. This would be done 
outside of the budget. 

,. . 
• Federal Employees Health BeJ.lefit Program. We could require enhanced coverage of 
smoking cessation services. One option is to raise coverage limits to more accurately 
reflect the cost of AHCPR-approved treatments, and to raise the number of treatments 
allowed per lifetime to account for the fact that the average smoker requires three to five . 
cessation attempts before they successfully quit (i.e., require coverage of $300-400 per 
treatInent, with three maximum tr~atments covered per lifetime). Another option is to 
waive the deductible and copaymynt requirement for cessation benefits. Currently 
FEHBP fee for service plans, whi9h cover 70 percent ofbeneficiaries, are required to 
provide only $100 in smoking.ces,sation benefits. Generally, this' coverage does not kick 
in until after the calendar-year dequctible has been met, and most plans restrict benefits to 
once per lifetime. Many plans only cover prescription qrugs. HMO coverage of smoking 
cessation benefits varies greatly. tr'his would be done outside of the budget, but would 
have to occur in the spring as part:ofOPM's annual letter to contracting plans, 
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establishing the terms for the foll~wing year ofcoverage. 
;~ 

In addition to these efforts, any Medicar~ prescription proposal (see above) should'include 
coverage of prescription cessation agents. ' 

I 

1 

4. Expanded SAMHSASurvey. As the result of the President's directive, HHS will be 
including questions in their Nation~l Household Survey on Drug Abuse regarding brand-specific 
use of tobacco. This will allow us to det~rmine which brands are most popular among youth, and 

, 	 I" 

help us identify which companies may be marketing to this population. Some federal funding 
will be necessary to support this expand~d effort. 

,. 
IWELFARE 	 I 

1. 	Helping the Hardest-to-Employ Get and Keep Jobs. 

Extend Welfare-to-Work Grants and Strengthen Focus on Fathers. Funding for the $3 
billion grant program that the President (ought for in the Balanced Budget Act ends in FY 1999. 

, 	 These funds are targeted at the hardest-t~-place welfare recipients, and non-custodial parents of 
children on welfare, and at concentrated ~reas ofpoverty. 75% ofthe funds are allocated to 
states, who in tum pass them to local Private Industry Councils and 25% of the funds are . 
available on a competitive basis. We ex~ect DOL to propose extension of the grant program in 
their FY 2000 budget proposal. We sh041d consider revising the statutory language to increase 
the focus on increasing employment of fathers. While there is a significant level of interest in 
serving this population, there is likely mqre we could do to increase the quantity and quality of 
services. This should also increase s4Pport from the Ways & ,Means committee as Shaw is very 
interested in fatherhood issues. Possible .approaches include requiring states and communities to 
designate a minimum portion of WTW f6rmula funds for fathers, setting aside a portion of . 
~omp'etitive grant funds for this purpose, lor earmarking funds for needed technical assistance and 
capacity building on this relatively new area. , Other changes worth considering: shifting more 
funds toward competitive grants, increasing tribal set aside (currently 1%), and streamlining data 
collection requirements. Assuming level:funding, this would cost $1.5 billion annually. 

• Request Additional Welfare-t6-Work Housing Vouchers. We are unlikely to get the 
full 50,000 housing vouchers req~ested for F'( 99. Thisapproacl) continues to have merit, 
both in helping families move from welfare to work and as a catalyst for changing the way 
local housing authorities, and HUD, do business. Cost to fully fund 50,000 vouchers is 
$283 million. Some, including Deich and Edley, have also suggested allowing housing 
authorities to convert Section 8 vquchers that are turning over to the more flexible 

) approach of the WTW vouchers. : 

• Invest in Increasing English L~nguage and other Literacy Skills. There is evidence 
I 

that those with low education levels have a harder time leaving welfare. There is also 
emerging evidence that English language may be a barrier for some minority welfare 
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-recipients, including immigrants.; We may want to explore.whether there is more the 
federal government could do to il).crease access to ESL and other basic education that is 
combined with work, though this;does not necessarily have to be done with TANF funds. 
We need to first explore what is ~vai1~ble, whether there are successful models that can be 
replicated, and what the demand is. 

2. Heiping New Workers Succeed in the Workforce/Achieve Self-Sufficiency. 
, I • . 

There are several ways to ensure people moving from welfare to work can get to their jobs: . : , 

• Request full $150 million aut40rized for Access to Jobs for FY 2000 (TEA-21 set 
guaranteed funding from the Highway Trust Fund at $60 niillion for FY 2000). This 
would allow DOT to fund more cpmpetitive grants. Note these funds can be spent on 
current and former welfare recipi¢nts, as well as families up to 150% ofpoverty so they 
help the working poor as well. 

I 

• Donate surplus federal vehicles to welfare to work programs. These could be given, 
leased, or sold to' current and former w~lfare recipients for whom public transit it not a 
viable option, including those living in rural areas. Cars could be allocated through 
community-based organizations of intermediaries. This could be modeled after the 
initiative to donate federal computers to schools. 

• Help former welfare recipients access funds to purchase cars. In some areas, public 
transit is, nota viable option for a family moving from welfare to work. In addition, ' 
owning a car is something many poor families aspire to, and something that helps them 
become part of the economic mail1stream. Family Services of America, and other 
organizations, currently om:r revolving loans for low income families to purchase cars. 
FSA's model currently operates in!20 sites and is scheduled to expand to '60 sites later this 
Fall, with partial funding from foupdations and private financial institutions.' They are 
also seeking federal funding to heip with this expansion. Possible sources include: HUD, 
Treasury, DOL WTW grants, as well as existing federal and state TANF funds. Another 
option is to expand allowable uses: of IDAs to include purchasing a car needed to 'go to. 

i ' work. . 

• Connection between T ANF an~ Unemployment Insurance. There isgrowing interest 
in exploring the relationship betw~en these two systems. Historically, few welfare 
recipients have 'qualified for UI, imd some have essentially used AFDC as a form of 

, unemployment insurance. As mor~ welfare recipients joining the labor force, we need to 
consider the most appropriate wayito provide income support to, them between jobs. 
Various approaches include: (a) c~anging rules of the ui system that make it hard for 
former welfare recipients to qualify for,UI once they go to work and in the event they lose 
ajob and (b) creative uses offeder~l TANF or state MOE funds to provide income support 
to people in between jobs. Either approach should be accompanied by a strong effort to 
promote job retention and rapid reiemployment. This could be considered as part of a. 
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more comprehensive UI reform ipitiative that NEC has been considering, but it would not 
depend on that. NOTE: NGA has a grant to explore this issue and several states are trying 
innovative approaches. While we do riot have to frame the issue in terms of planning for 
economic downturns, it seems prj.ldent to address this issue earlier rather than later. 

- Optional State Coverage Exp~nsion Through Eligibility Simplification (see Health 
section). 

-Transitional Medicaid. Families can currently receive Transitional Medicaid for up to 
I 

12 months after leaving welfare, but only about 20 to 30 percent of eligible families are 
enrolled. The program has many;procedural hurdles that make it more difficult to access 
than regular Medicaid coverage apd the 12 months transitional period is too short for 
many families. The budget could eliminate some of the current prescriptive reporting 

I 

requirements now in the law (that, for example, requires families to report earnings in the 
fourth, seventh, and tenth months~of coverage and divides the 12 months ofcoverage into 
two 6 month segments with diffe~ent co-pay and benefit rules) and allow states to p~ovide 
a full 12 months ofcoverage without regard to changes in family circumstances, similar to 
the 12-month option for children that was adopted in the Balanced Budget Act. In , 
addition, the budget could provid~ states the option of extending transitional Medicaid to 
24 or 36. These ideas need to be fully discussed, vetted! and costed out. The current· 
program reauthorization sunsets in 2001. 

-Extend the Work Opportunity Tax Credit and Welfare-to-Work Tax Credits 
(WOTC has already expired and WTW will expire in 1999). . 

DISABILITY POLICY 

1. Expanding the Defense Department'~ "CAP" program. The Defense Department's 
. Computer Accommodations Program ("C:AP") purchases equipment for DOD employees with 
disabilities to allows them to keep workirig ifthey become disabled, or for new employees just , . 

joining the workforce. By using a central $2 million fund for such purchases, individual offices 
do not have to bear the' cost within their own budgets, and are less likely to be deterred from 
hiring a person with a disability. CAP is also able to get better prices on equipment through its 
bulk purchases and expertise. It has a showroom to help employees try out appropriate adaptive 
devices (CAP makes the decision onwhat equipment is purchased, not the employee). It has 

I ' 
provided over 9,000 accommodations since its inception in 1990. This program is a good 
example ofhow employers and employee~ are taking advantage of new (and increasingly cheap) 
technology, such as computers for the blind that talk and listen, and alternative computer 
keyboards for people with dexterity probl~rris, that allow people with disabilities to work. 
Expanding the program has the strong support of the Administration's appointees with, 
disabilities, in particular for Tony CoelhoJ chair of the President's ,Committee on Employment of 
People with Disabilities. 
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Defense has estimated that it would cosf$8 million a year to expand CAP government-wide, but 
this is likely overstated since CAP now~erves the entire Defense Department for $2 million a 
year. A more realistic range is $2 -5 million a year. While having DOD perform this service for 
all federal employees is a bit unusual, they have a great deal of expertise at this task and they are 
ready to take on the added responsibility! 

2. Tax Credit for Disability Related E~penses. [See "Health" section, above.] 

. I 
3. New BRIDGE grant program. This program would provide incentives for state and local 
agencies and private organizations t6 fonn interdisciplinary consortiums of service providers 
(employment, health, transportation, etc.) to better assist people with disabilities in going to work. 
NECand DPC will receive.revised propclsal shortly from the President's Task Force on 
Employment of People with Disabilities and will evaluate and vet. Estimated cost for this three­
year grant program is $150 million a year. 

I 

4. Information and Communication Technologies for People with Disabilities. NEC has 
developed draft proposals now being vett.ed to ensure that new technologies will be designed from 
the beginning to be accessible to people with disabilities. Ideas include leveraging federal 
government procurement, investing in R&D, funding industry consortia, training the next 
generation of engineers, ·etc. (Tom Kalil i~s working on this, coordinating with DPC and OMB). 

NATIVE AMERICANS 

. . 
1. Create Native American Program atthe Army Corps of Enginee·rs. The Army Corps'has a . 
modest $2 million proposal that would inhitutionalize Native American outreach within the 
Army Corps. Here is the proposal: '. '" 

~ 

- Outreach ($1.5 million). Market engineering, environmentai, economic, project 
management, real estate, and resource management services to Tribes.Using existing 
workforce of 150 cultural-historical-Tribal specialists for support, establish Tribal 
Coordinators (1 per Corps of Engi'neers Division, 8 Divisions).Establish an Indian Desk in 

I '. 

Corps Headquarters to work with ',Tribes, BIA,Corps districts (37) and divisions (8), and 
. other federal agencies to leverage resources/programs. 

,, 
-Training ($250,000). Completecol)sultation guidelines. Complete Commander and 
senior leader video on Tribal matters. Develop a strategy for empowering Tribes nthe 
areas of regulatory and natural anq cultural resource management. 

-Partnerships ($250,000). Explore watershed planning opportunities with Tribes.Link to 
Clean Water Action Plan Activities.Develop model MOUs that can be used with Tribal 
Governments on strategies, protocols, and processes for addressing issues. 

23 



CRIME AND DRUGS 

1. Crime Bill II. While the 1994 Crirrie Act is set to expire at the end ofFY 2000, we should get 
ahead of the crime debate by including ap outline of Crime Bill II in next year's budget that 
emphasizes and builds on key Clinton crime initiatives. This includes: extending COPS; 
establishing community-based prosecutors, courts, and corrections; promoting targeted deterrence 
for guns, gangs, etc.; funding drug testing and treatment fot all persons under criminal justice 
supervision; reauthorizing V A W A; creat~ng police youth academies; and other new crime. 
programs. 

OMB has already built $4.8 billion into the base for continued crime funding over the next 5 
years, but this only includes $400 million of the $1.4 billion we have been spending on COPS and 
continued funding for other popular crim~ bill programs (i.e., V A WA, prisons, federal law 

. enforcement, etc.). Thus, to keep crime qill funding at its current level --and to allow us more 
flexibility in proposing new programs --~e will need $1 billion more in the FY 2000 budget. 

• . . r 

2. Expansions of Youth Crime Gun In'terdiction Initiative (YCGII). This year it looks as 
though we will succeed in getting $28 mrIlion in funding for President's YCGII initiative to trace 
all crime guns and hire more ATF agents·to crackdown on gun traffickers in 27 cities. We should 
follow-up iIi the FY 2000 budget by expanding the YCGII to all cities with populations of more 
than 250,000. This would cost about another $35 million. NB: Currently, treasury is only 
planning to propose adding another 10 ci~ies in next year's budget.. 

3. Expand Values-Based Initiative. At ~ minimum, we should seek funds in FY 2000 to 
continue the Administration's values-bas~d crime prevention initiative in 16 cities --as well as to 
expand it to another 20 to 30 cities. This would only take about $5 to $10 million annually and 

. could come from Crime Bill II funds if necessary. More importantly, however, we should 
. I 

propose changes to existing crime prevenrion and drug treatment programs to ensure that 
faith~based organizations are allowed to p:articipate --and that common sense values are included. 

4. Drug Treatment Parity. A long overrue policy change that we should consider embracing in . 
this year's budget is to require health insurers to guarantee some type ofmeani~gful substance 
abuse coverage --much akin to what the iXdministraticin supported for mental health benefits .. 

5. School Shooting Response Fund. In our recent meeting with the communities impacted by 

multiple school shootings; one of the key recommendations made by all of the local leaders was 


I 

that the federal government should establish an emergency fund that would allow communities 
that are overwhelmed by multiple victimi~ations to have the resources they need to facilitate the 
short-and long-term response. This inclu4es year-long support for incr~ased security and 
enforcement, investigations, media response, additional counselors, and other such costs. 

CONSUMERS 
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1. Consumer Bill of Rights. A consum~r bill of rights could address a number of areas such as 
enforcement, notice to consumers, and dissemination ofinfonnation. We could announce this 
bill of rights as a package, but then pull out separate pie'ces for separate events like we do in the 

I 

Patients' Bill ofRights area. We could include a number of different areas such as the following: 

- Auto Insurance Fraud. Auto insurance fraud is a $13 billion-a-year problem in 
America. We could propose sigAificant funding for a Justice Department anti-auto 
insurance, fraud. Since an estimated 13 percent of auto-insurance premiums go to pay for 
fraud, we could claim that this effort will help drive down auto-insurance premiums. 

- Slamming/Cramming. ,Cram~ing, in which con artists add bogus charges to 
consumers' telephone bills, and siamming, the unwanted switching of long-distance 
telephone service from one carrier to another"and are the top two respective complaints 
reported to the National Fraud Infonnation Center in 1998. In 1997, the FCC received 
more than 20,000 complaints from customers who were slammed. So far, the FCC has' 
fined slammers, announcing a$5.7 million fine this year, and announced voluntary 
guidelines for cramming that loca,! telephone companies say they will follow. We could 
add money for enforcement to the, FCC and/or DOl In May, the Senate overwhelming 
passed legislation that would impose new penalties on slammers and would eliminate 
common slamming methods, such as contest entry fonns that, when signed by 
unsuspecting customers, authoriz~ a switch of their long-distance carriers. 

-Telemarketing Fraud. Telemarketing fraud is among America's worst white-collar 
crimes, rob bing unsuspecting victims of an estimated $40 billion per year. We could 
increase the FBI budget to increas~ investigations of this type of fraud. Recently, the 
Washington Post reported that volunteers from the American Association ofRetired 
Persons (AARP) work undercover for the FBI, posing as potential victims to catch 
telemarketers on the prowl. Because telemarketing fraud often is targeted against the 
elderly, we could combine this pi~ce with the elder abuse in a separate event. 

-ATM Proposal. Weinstein proppses that Treasury publish an annual report on 
consumer financial issues, including ATM fees., In e,ach report, Treasury would provide a 
list of insured financial institutions based on geographic di~isions and by size. Treasury 
would report on the following categories: (1) Fees charged to depositors at ATMs at their 
home branches; (2) Fees charged by institutions to depositors using other banks ATMs; 
(3) Fees charged by ATM networks; (4) ATM fees charged to non-member depositors by 
institutions; (5) Minimum deposit requirements for checking and savings accounts; (6)

I 

Fees for overdrafts; and (7) Checking account fees. We will need to develop categories 
which underscore the differences in types of accounts. Ifwe just list checking account 
fees, the fees that aren't reported w,ould increase. 
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ADDRESSIN~ SPATIAL MISMATCH:! CURRENT AND PROPOS'ED ADMiNisTRATION PROGRAMS, 

This list generally includes only thos~ pro~rams whose prima~purpo~e i's to either 1 ) create j'obs 
. 	 I " < 

in' or otherwise revitalize disadvantag:ed.communities; or 2) enable individuals now in those 'areas 
to obt~in jobs elsewhere. The list does not include education,. training or civil rights programs. 

. -I 	 '. ' 
I 

(P) = proposed, as .opposed to existing 

1. ,', Facilitating commutes to avai:lable jobs 

Bridges to Work.·:A five-c'ity demon~tration project that provides transportation and supportive 
services to lirik central city residents :to suburban jobs. ' ' 

\ ". 

(P) Access to Jobs. The Administration proposed, as part of its ISTEA reauthorizationpackage, 
$100 million per year for six years to assist Stat~s, local goyemments, and non-profits in 
plannl~g and'irriplementingnew transportation services such as van pools to ,link welfare 

, recipients and other economically dikadvantagedpersonitojobs. 	TEA-21,thenew 
t'ransportation legISlation; authorizes' $150 million per yei;lrfor Job Access and Reverse Commute 

. grants (no more than $10 inillion fOf: the latter):' The level ofguaranteed funding is, however, 
.much lower (e.g., $50 million in,FY 1999). ' 

" 	I 

I' 

2. Promoting moves to areas with jobs 

I . 

(:hP) Regional- Opportunity Counsf!ling. Under this program, public hou'sing authorities partner 
with nonprofits to provide counselipg to Section 8 certificate and voucher holders,'to ensure that 
they are aware of the full range of~ousing options. HUD allocated $36.7 million for the 16 , 

, regional opportunity counseling sites in FY 1996, and th~ Administrationreq~ested but did not 
. receive an additional $20 million f¢r FY 1998 to expand the program to additional sites'. ' The 
Administration in the FY 1999 budget has renewed the request for $20 million for regional 

1 opportunity counseling.' .' ,; 

(P) Incentive to Reduce Poverty Cbncentrations ofHousing Certificate and Voucher Families:' 
I 	 '>, '" " 

The FY 1999 budget includes lang'uage giving the Secretary ofHUD the option to provide 
bonuses to PHAs fot increases in the rtumber of Section 8 voucher and certificate holder,S moving 

; to lower.:.poverty areas. ,i ' 

(P) Welfare~to~workHousing Voufhers. The FY 1999 budget includes $283 million.for 50,000 
new vouchers exclusively for people who need housing ~'lssistancy to make the transition froin 
welfare to employment. 

j. 
, 
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Enhanced Enforcement o/the Community Reinvestment Act. The Act (CRA) requires depository 
institutions to meet the b~king/credit:needsofall tlie residents ofthe c~mniunities in which they 
operate. Performance with,regard'to qRA is taken into account when a bank or thrift submits an 
application -- e.g., fora merger or acquisition. " 

; . 

CDFI Fund;, The ComiTmnity'DevelobmenfFimincial Ins'titutions (CriFI) fundis 'desl~~ed ,to 
expand the availability of credit,'investnie~t c~pital, financial services, and other development 
,services in distressed urban and rural communitiespy supporting community development 
banks, loan funds, credit unions:and venture capital funds. The Administration proposes $125 
:milIion f~r CDFI in the FY 1999 budget, an increase of $45 million 'over the FY '1998 leveL " 

. t . 

i 
4. , General community revitalizat~on 

• j ; 

" ' i, ' ': " 
Empowerment Zones, OBRA'1993 created nine empowerment zones (six urban and three rural) 
and 95 enterprise communities (65 ~r~an and 30 rural). Businesses in the first-round ' 
empowerment zones are eligible for tqe follo\ying tax incentives: 1) a credit equal to 20 percent 
ofthefir~t$15,000in wages paid to a:zone resident who works in the zone; 2) an additional 
$20,000 in,section 179 expensing (section 179 expensing is limited 'to smail busihesse's and 
applies to, e.g., durab'le equipment); 3) tax-exempt facility bonds. Enterprise communities are 
eligible for the bonds only. These fir~t-round empowerment z:ones also received ,either $100 
million (urban zones) or $40 million (rural zones) inflexible grantJunding usab~~ for housing 
development, job creation, job training and social services, among other activities. Each EC 
reteived $3 million in such fundi~g.; " 
, , 

, The Taxpayer Relief Act of 199,7 cre~ted an additional 20 empovyerment zones (15 urban, 5 
, ' ,rural) with a different menu 'o~tax in6~ntives (howage'credit;,e,ligibility for the new brownfields 

tax in<?entive described below, modifird versions of the Section 179 expensing and tax-exempt 
facility bonds provisions). These sec<;md-round zones were not provided with flexible grant 
~~~~ "I' • 

, . . " " 

The Administration's FY 1999 budget includes $150 million for ten years in mandatory funding 

for second-round urban EZs -- $ 100 !million per zone. The budget also provides similar flexible 


· funding ($20 million per year for ten years) for the five second-round rural zones -- $40 million 

per rural zone: '.' , ' 

Community Development Block Grant. CDBG funds are provided to entitlement Cities 
(generally, cities in MSAs with it population of 59,000 or more and central cities ofMSAs with a 
population below that level?), urban counties, and States for community and economic , 

, , 'development activities, including job;creation, provision'of public facilities or services and 
residential housing rehabilitation. I 

Section J08: UnderCDBG, Federal roan guarantees are provided, through SeCtion 108, for 
private market loans used by CDBG60mmunities to cover the costs ofreal property acquisition, 

'I " 

; : 



i, 

i' 
I , , 

" '. I 

; , 

, housing rehabilitation and economic d'eve1opment~ctivities: .j' 
, ! > : '> • j 

, ''', .... " ~": ,_.. " '., "t- '. - . , ' '.. ",' '. '. ''-: ' : '" ' 

, (12 P) EconomiC Development Initiative (EDI).. The Adininistration1s FY 1999 budget requests 

$400 million for EDl, to leverage priv~tesectorfunding for job':creating projects. In 1998 . 

Congress funded EDI at' $138 'million) inclu4ing $100 millioriifor Congressionally earmark~d 

projects.' EDl funds aliowcommuniti~s to~akegreater use'ofI:IUID's Section 108 loan 

guarantee.program.:· Under Section 10,8, HOD. guarantees notes held by qommunitie~. IIi return 

for theHUJ) guarantees, commtinitie~l are required to pledge their futury,CDBG. funds"as 

• I. i.. . , 

., c;oHateral for the Section 1 081oans, ITl:aking some reluctant to, acces~ the 108 program. EDI" 
funds can be used to write down interest rates or reduce project costs, thereby making more ' 

, projects feasible and reducing the risklof a.community's defau.1tirig on a Section 108-backed 
· loan. . I:' . 

, .' _ . t' .' r . 

. The Administration plans to use EDI4ndSection 108 guarant~esto'geth~r to stimulate creation of 
a true secondary marketin,economic development loans, by sfandardizing the underwriting 
.' I' , . , , . 

criteria for Se¢tion 108-backedprojeqt loans and by pooling these loans. This would bl,lild on 
· such 'secondary market activity already underway. ," 

, '. oj':. 


Brow;ifzelds. Ta;x Incentive. Under thi$ prbvision, enacted as p~rtof the Taxpayer Relief Act of 
• 19,97, expenses incurred cleaning.up c;ontaffiinat~d former ind~~trial si~es in disadvantaged areas 
can be deducted immediately, rather than written off over tim6. This inventive should' , 

~ 4" I ,.'" I 

accordingly encourage redevelopmennof thes'e 'sites. Disadvantaged areas include EZS ,and ECs,' 
. ' I', J'.' " ..' 

EP A Brownfields pilot sitesand cens,!s tracts with a povertyr,ate C?f20;percent or higher. 
. ,-'" ',' ­

", . f'. 
. 

,,' ',". 
.\ 

: 

EPA Brownfields Pilots. This prograrp piovi4es furidiIiKto ~electedcommunitie~.for;assessment 
,and planning regarding brownfields c\eanup. " ' 

, r ' 

, " r ' '. ' 
'HUDBrdwnfields Redevelopment. T~is program; forwhicli $,25 million was p~o.:vided in FY 

',1-'998, makes competitive grants avai1~bleto communities forredeveIqpment,ofdeaned-up 


" ' ,'1' ,', ' 

brownfiel~s.. ", j . ' .,' ~,." •••• ,! '. ,"0,' •• ' 

. J • 

Economic Development Administration (EDA) , EDA provides grants for-public works facilities 
i ") " 

and planning and consolidatiOn assist~ce needed to alleviate persistent unemployment and 

underemploY!1lent.. The public work~lgrant~, fore~anipl~,support,~nfn;l.st~cture ~roj~cts that 

promote the establIshment or eXpanSlO,Il ofmdustnal and co~ercIaI busmesses m hIgh;.. . 

uI}employmerit, lower-income areas.' 1 ,'. ,':, ,:" '. .' . ' " 

"! " 


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


In 1999 EDA will create a new Offic~ of Community Adjustment Assistance, This office will 
serve as the Federal government's fir~t point of contact with ~ommunities adversdy impacted by 
'trade agreementsandlor major plant closings and will,coordi~at~ rapid assistance from a host of 
Federal agencies, Th~ $50 million in!increased'rundingrequ~sted would also provide for .' 
,addition'al planning and Implementation grants to allow affed~d'communities to begin the 

process of economic recovery arid gr~wth. .. , '. ' .",' . " .... ' 


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

(P) Regional Conn?ctlons. This initi~ti~~\ ~hlchwould be a~GJ~aslde within CDBG, wou,l,d 

j. ., . ·t. 

"I ' ! \, , 

I
j, 
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provide funding to metropolitan areas in which a distressed cerytral· city and more affluent 
suburbs together craft regional development strategies. Itcoulci'complement efforts by the 
President's Council on Sustainable Development'to help regional coalitions in"many' " 
metropolitan areas manage growth and,address other issues requiring regional cooperation. 

,I ' 

5. . Promoting access to jobs for disadvantaged populations. 
. I " , 

. Work Opportunity Tax Credit. This c~edit is currently provided to employers for hiring 
individuals from certain disadvantaged target groups. 'The credit is 25 percent of wages for 
employment of at least 120 hours but less than 400 hours and 40 percent for employment of 400 
or more hours. The maximum amount: of qualified wage's is $6,000. 

Welfare-to-Work Tax Credit. This pro~ision, established by the Taxpayer Relief Act of 1997, ' 
. gives' employers an added incentive to;hi're long.:term welfare ~ecipients by providing a credit . 

equal to 35% of the first $10,000 in wages in the first year ofemploymeilt, and 50% of the first 
$10,000in wages in the second ye~, paid to new hires who ha.v'e received welfare for an . 
extended period. The credit is for twolyears per worker to encpurage not only hiring, but also '. . I " 

retention. i .' 


! 


6.' . Co~~unity rev'italization thro~gh affordab'te h6using ~ieation 

(P) Higher cap on the low-incom(j!hou~ing tax credit'. ,The IR$ allocates annually to each State 
an amount of low-income housing tax :credits equal to $1.25 per resident; the nationwide cap is 
accordingly.$1.25 per capita. This lirriit has not been adjusted:since the credit was created in 

" I • . 

1986; the purchasing power of the creciit hCJ,s declined by about 45 percent since that date. The 
Administration's budget calls for increasing,'the limitto $1. 75 per capita, at a cost of $1.6 billion 

I . ' 
over five years. 

(P) Homeownership Zones. The FY 1?99 budget includes $25 million for Homeownership 
Zones. The funding would be used by communities toreclairri abandoned and distressed 
neighborhoods through the creation of. large-scale developments of owner-occupied single-family 
homes. Funds could be used for property acquisition, housing construction, housing 
rehabilitation, demolition, site prepar~tion, homeownership counseling, relocation, housing 
marketing, activities to further fair ho¥sing, and other activitie's essential to homeownership . 

. " !', . 

In 1997, $20 million in recaptured Nehemiah Hou.sing Opportunity Grant funds were used for 
similar targeted homeownership activities. . . 

. .' . I 

,,''''(~) Home Loan Guarantee Program. !Th~s $1 i million i~itiati\Te would allow States and . 
localities to' 'use HOME funds' as coll~teral to leverage private loans. fOr large-scale affordable 

" housing developments in distressed c~rrimunities;Uncler thi~ program, HDp would guarantee 
privateloans o[up to five times the jurisdiction's most recent HOME allocation .. 

• j ,". \ 

. ,I 
. , " 

http:accordingly.$1.25


7. Infrastructure 

TEA-21. TEA-21 provides funding for the interstate highway system and for mass transit; it 
generally does not provide funding for. local roads that are not considered part of the interstate 
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.JOB CREAlhoN IN DISTRESSED AREAS . . 
I 
! 

:THE PROBLEM 

Over the past few decades, urban povel-ty has become increasingly concentrated in high poverty 
neighborhoods. In the top 100 ~ities, t~e proportion of the poor living in census tracts with a 
poverty rate over 40% has increased from 16% to 28% from 1970. to 1990. At the same time, 
there have been increases in joblessnes:s and decreases. in median incomes of inner-city residents 
relative to the balance of the metropolitan area. This deterioration in the relative economic , 	 . 
position of the inner city may lead to ainumber of other problems-- deterioration in public 

. infrastructure, declines in school quality, increases in crime, and a deterioration in civic ~ctivity"'-
which can further weaken the, economic position of inner city residents. '. . . . 

, I· .' " ," , . . . , . 
Below we summarize someofth~ maj~r classes of explanations for the problems of the inner city 
and provide some policy ~ptions-that c¢e potentially suggested~by each explanation., This., 
document is meant as a summary ofcutrent ideas and is not intended as a recommendation for 
any particular option~.' . 

'EXPLANATIONS 
,, 

1. The Decline in Imler City Jobs : , !. 

" 

The number ofjobs aV::iilable to inner-9ity residents has declined du~ to a general decline in the 
demand for low-skilled labor and a shift in the composition ofjobs from manufacturing to 

. 	 r • 

service sector employment.· At the saine time, a growing "spatial mismatch" has further skewed 
employment opportunities ,away from {nnc:r-city residents. While most of the jop growth has ,... 
been in the suburbs,housing market di~crimination and the concentration of federally subsidized 
housing in the inner-city may make it difficult for many inner-~ity residents (particularly . 
minorities) to move to wherethejobs Jr~. Key reasons typically given for the growth ofjobs in 
the suburbs are greater public subsidie~. for transportation and other public infrastructure, lower. 
·tax rates, lower regulation, and lower d,ongestion costs. . 

Well-known proponents: John Kane 1968, William Julius Wilson 1987 

Possible Implications: 
• Increase incentives to create jo\,>s in inner cities~ 
• Adopt policies to increase dem~d for lo:w-skilled labor. 
• Increase transportationandjob:networks between inne~ cities and suburbs. 
• Help families to move to where jobs are. 

! 
2. Declining Educational Opportl!niti.~sofInner-City Residents 

. . : 	 ' 

, 

The decline in middle class' residerits in the inner cities and the exodus of middle class residents 
" 	 .from public to privateschools could lead to a deterioration of public school quality, by reduCing 
t·,~ . . , ' . 
!, 

,: 
r 

• 	 ,.1 

'j 

. 	, 
, 



local support for taxes to finance public schools, and by removing more highly motivated' 
students from the public schools. As ~ consequence, both years of schooling and basic skill 
levels of inner city residents may havydeteriorated. This may substantially limit the earnings 

, potential of inner..:city residents,. becaufe the labor market is pliiciug 'an increasing premium on 
, education. ,I 

'I 

Possible Itnpliditions: 
• Improve quality of education: and training available to inner-city residents. 

3. 'Labor Market Discrimination 

I 

Inrier-city residents may be particularly hard hit by employer discrimination agaihst minorities .. 
Arecent study ofemployers in four major mt:)tmpolitan areas found that black new hires were' 
concentrated in the inner-city relative~o the.suburbs. The study found that part of this differential 
is associated With differenc'es in the raCial composition ofmani:lgers and customers in suburban 
and inner-city neighborhoods.' There 1s also atJeast ane.cdotaf evidence of discrimination of 
inner-city employers against low-skilled minorities. This suggests that discrimination at both 
the hiring and the customer level may limit the ability of inner-city blacks to find jobs. 

., .' \ 	 . 

Possible Implications: 
• ' 	Better enforcement of labor market discrimination and 'equal opportunity policies. 

, , 	 . , . .'..'. 
i, 

: ! 
-, 

4. Neighborhood Effects 1
;1 
i, 

The concentration ofpoor families in high poverty neighborhoods may lead to a number of 
problems which may further deteriora(e the economic well-being of poor neighborhoods. For 
ex~mple, there may bea decline in,mle models that promote economically productive behavior, a 
decline in connections to mainstream jpb opportunities, an increase, in crime, and a decline in 
civic activity and support for critical social institutions. 

I 

Well-Known Pmponent: William Julihs Wilson 1987 i,' ." 
1 

possible Implications: , ,!, 
• 	 It may initially be difficult to o;Verturn problems in the hiner-city, because ther,e are , 

multiple areas in which i~er-qities are disadvantaged> However, once these pmblems ' 
are addressed, there may be positivc,feed-back effects which cause progress to accelerate. 

I 	 : ' . 

• 	 Singl(~-approach initiatives may be less: effective than ~ multi-pronged appmach. 
• 	 Institutional change (criminalj'ttstice, public assistance syst~m etc.) may be cruciaL 
• 	 There may be an important rol~ for v9luntary and non-profit institutions. ' . 

i 	 ' 
I 

l' 
I 
I 

:2, ' 
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i. 

I 
• . 	 I. . 	 , I 

5. Remove barriers to business.invest111ent 

Porter argues that the inner city has several advantages to 6ffe~ businesses. In particular: a) Inner 
cities occupy a strategic location nearl).igh-rent business centers, entertainment complexes, and .' 

. transportation and communica:tions·no~es. b) Businesses in inner cities could try to capitalize on 
. regional clusters, c) There are large uninet local consumption demands, due to the high 
population density of local residents, and d) Inner cities offer human resOllrces in the form of a 
cheap, low-skilled workforce. . :. . 

i 
However, these advantages are not fully utilized due to intrusive, burdensome, costly regulation 
(such as environmental regulations),l~~dequate infrastructure and public safety, and worker~ 
lacking some needed skills (e.g. reliabi:lity).· . . 

!, 
Well-Known Proponent: Porter 1995, i997 

Possible' ImplIcations: '. :' 
•. 	 Streamline or reduce regulatory policies, such as burdensome environmental regulations . 

or zoning and land use laws. (Many of these policies are locally based). ·. Increase human capital investn1ent by improving public schools and training (with a 

focus on private sectorjnvolve~ent). '. , . 


• 	 Reduce crime'and improve in~astructure..: . 
• 	 Government should not subsidize business operating costs (e.g. EZ/EC approach) because 

then businesses do not beco~e :sustainable in the long run. . 

6, Personal. behavior / lack ofrespons(bility 
. 	 . 1 

The decline in inner-city neighborhoods may be due to deterioration in work-orientation and 
family responsibility of inner-city resiqents. This maybe a'res.ult of many forces including the 
inner-city job problems described abov.e as well as the historic;:tl incentives, of the welfare 
system, which tended to discourage w6rk and family formation. It also may result from a : . . 	 , 
decrease in the extent to which other institutions (such as schools and the cnminal justice 
system) penalize socially unproductiv~ behavior. . ' 

\ . . , 
, 

Possible Implications: ..( 	 , 
• 	 Adopt welfare policies which ~romote work and family responsibility. 
• 	 Strengthen criminal justice sys~em. 
• 	 Increase academic standards arl,d improve school to work transitions. 

I . 

i 
: 
\ 
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,KEY QUESTIONS 
1 

• , •• I 	 " 

In considering different options to address the probfems of inner-city neighborhoods, two 
, I . " 

fundamental issues emerge: ; , ' 

• 	 ,Helping communities or people? Revitalizing communities may benefit current 
residents, and helping individuals in a distressed area may generate positive feed-back 
effects that spill over to the entire community: Howev~r, there may also be some tension 
between strategies whoseprim.ary aim is to revitalize c;ommunities and those whose 

" " primary aim is to aid the individuals located in thosec~mml!nities. Community 
revitalization may drive up prites and push current residents out, Just as the neighborhood 

, I 	 ,. ' 

is improving. Improving the skills, or job and housing opportunities 'of residents may . 
result in their leaving the area,ithus creating even more distressed communities for those 
left behind. I 

• 	 ,How many things to address~at once? The interrelat~dness of many of the problems . , . , 

faced by distressed communiti;es --: lack of employment, crime, inadequate infrastructure, 
low income -- suggests that str.ategies that concentrate 'on addressing several problems 
simultaneously may be more s:uccessful than individu,+l programs for individual' 
problems. This in tum sugges(scoricentrating funding 'in relatively fewer areas -- where it 
can be used to address several~problems simultaneously -- rather than spreading it more 
thinly to tackle a single probldm in multiple areas. ' 

WHAT DO WE KNOW ABOUT WHl\T WORKS?, 	 . 
I 

1. Residential Mobility Strategies i'! 

Recent experience with the Moving to Opportunity Demonstration program suggests that 
offering a Section 8 ,housing voucher to public housing recipients substantially increased 
mobility out of high-poverty neighborhoods. If the:; housing voucher is also coupled with 
extensive mobility assistance services and with a requirement that families move to a "low-' , 
poverty neighborhood", there may be;a somewhat lower nlte ?fmobilityout ofhigh poverty 
neighborhoods, but families are more;likely to .locate in much; more affluent neIghborhoods. 
Hun is now testing a separate progr~m which combines a housing voucher with mobility' 
assistance services, and which does not require families to move to a low-poverty neighborhood 
to receive the housing voucher. :, ' , 

.\ . 

2. Transportation Programs 
, , 

We currently have little information 9n the impactofpolicies which expandtransp01:tation 
between the inner-cities and the suburbs: 'The'Bridgesto Work Demonstration program; 
implemented by PubliclPriva!e Vent~res in five large cities, should provide further information 

4 




I 
I 

I 
'. ,'I . : ~ 

on whether this apptoachcan be effectIve . 
. ' " 	 1: ,,' 

I ,', 

3. Education and Training Activities ) " 
, ,'. " ! 

A ~umlJer of employ~ent and tra,ining :programs have been shown to increase employm'ent and 
earnings of disadvantaged adults, partitularly disadvantaged, women. :Most of these programs 
have not increased ho~r1y wage rates, Qut thil> may be due to arelatively low rate, of investment 
in educational services. Programs for disadvantaged youth ha~e been less successful, ~ith a few 
not.able exceptions. While we currently hav~ littleinformationon saturaticlll approathes, the 
recent YouthF~ir Cl,1ance program app~ars to have pro'duced a d~cline indrop-Qut rates .. 

I 

4,' Wage Subsidies 
. . " .. 	 , ' ".' ~ :.". i ' . 

There is limited evidence on the impact of "pure" wage subsidy programs for adults, Mo'st 
programs have had low take-up rates, a:nd there is some experimental evidence that targeting 
wage subsidies to welfare recipients can actually decrea~e employment (this may be because the' 
,narrowly targeted subsidy stigmatizes,the recipients by clearly identifying them to employers as 
a welfare recipient). On the other hatid, programs which combine wage subsidies with job 
development a~d job search services have been 'effective in increasing earnings; particularly for 
adult women.' Experience with both tlie Targeted Jobs Tax Credit and,the Yo~th Incentive 
EntitlementPilot Project suggests that )Vage subsidies can increase aggregate youth employment. 
Estimates suggest that roughly one net job is created for every two jobs subsidized by the 
program, . ~ 

5.' Earnings Subsidies 

Programs which'target workers rather than firms have the advantage that they bin be targeted 
more carefully on the basis of family income, without unnecessarily :stigmatizing the worker in ' 

, I .' 
the eyes 'of potential employers~" Recer).t studies of the Earned IncomeTax Credit find thatit has' 
incre'ased employment and earnings ofSingle mothers. Otherexperimental studies in Canada and 
Mirinesota have found that earnings' su~plements and expanded: ea~i~gsdisregardscan increase 
employment rates ofwelfare ,recipients! '.' ' 

, ' 	 ! 

6, Publicly Subsidize4 Employment 

Experience with the CETAprogram in :the 19708 suggest that public employment im?grams can 
generate post-program earnings gains fbr adult women, but not {or.-men. While CETA public'" 
serVice employment programs appeared to. increaSe employment for participants while they were , , 
in the program, there is substantial disagreement about the magnitUde of the net employment 
effects of these programs, after accounting for displacement of other public ,or private sector 
employment. Programs for youth, on the other hand, ha~e bee~ effective in generating aggregate 
increases in youth emploYPlent rates. ,I " 

" 5 
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7. ~EjJorts to PromotePrivateJobCreittion 

Since the early 1980s, 37 differerit stat~s have adopted some fqrm of enterprise zone program, 
and a Federal EZ/EC program was lau&ched in 1994. These programs try to encourage firms to 
move into or expand their operations' i* distressed areas and to· hir~ local residents. Incentives, in 
the form of tax subsidies and regulatorY r~lief, are designed tO,reduce the firni.s' costs of 
investment and hiring. Most careful efforts to evaluate state enterprise zone outcomes have found 
little impact on employment or capital 'investment. The federal:program -- which supplements the 
tax incentives with direct assistance in;the form of block grant~ and requires community 
participation in the development ofastrategic plan,--,has not yet been evaluated. 

8. Anti-Discrimination and Equal Opportunity Policy 

" ~ '; _. ' . ' . 

There is evidence that passage of the Civil Rights ACt in 1964, and the Equal Employment 
Opportunity Act of 1972 were associat~d with acceleration in the relative wage growth of blacks, 
and that this increase was largest in so$thern states where fair ~mployment laws were weaker. 
In addition, the implementation of affiimativeaction provisions for federal contractors was' 
associated with a modeniteincrease in, the representation ofminorities in firms that are federal 
contractors. There is also some,'evidet1tce that the intensity of enforcement matters, since black 
relative wage growth was more rap'id in the 19iOs when anti-discrimination po'licy was more . 
vigorously enf~rced than in the 1980s whe~ enforcement was weaker. 

9. Expanding Access to Credit Mwkefs . 

There is some evidence that the tightening of regulations and increased enforcement of the 
. I'" 

Community Reinvestment Act under this administration has increased access of minorities to 
home mortgage loans. From 1993 to t996, conventional home mortgage lending has increased 
by 67% for blacks and by 49% for Hispanics, substantially more than the overall increase in 
lending. In addition, the community clevelopment financial institutions fund (CDFI) has begun ' 
to create a network of institutions which promote lending to distressed communities. At this 
p,?int, thereis little formal informationiabout the effectiveness ofthis approach. 

, I . 

10: Specific Initiatives Aimed at Impr?ving Public Institutions, 
, t, , 

Specific initi'atives could be developed! to improve 'existing- public institutions, most notably 
public schools, criminal justice, and public assistance. . .,, 

'i 
. ROLE OF THE FEDERAL GOVERNMENT 

, ' 
. '. -, t 

As the above discussion demonstrates,;thereare a multiplicity Of (non-mutually exclusive) 
explanatIons for the causes of the problems of distressed areas. And there is little evidence to 

. , ' .- . 

t ' 6 
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point to in evaluating the relative role~ of these explanations, or in judging whether proposed 
solutions will be effective. Ifthere is one thing that we doknqw, it is that there is not a clear 
formula for success that can be nation~lly imposed and uniformly applied. 

" 	 i '" 
, " . . 

Nevertheless, the federal government-can serve a useful role in encouraging, facilitating, and 
supporting locally-driven revitalization efforts. In particular th,e federal government can: 

I 	 . . , 

. 	 i ' i .' 

• 	 Increase awareness of the issu¢. Highlight the problems of distressed. communities and 
encourage communities to address these issues. The federal government cim also 'serve as" 
an information resource and provide technical assistance. ' . 

. -" i 	 ,',' 

• 	 Provide federal funding resources for infrastructure investment, housing improvement, 
'school reform efforts, improvJd policing etc: Federal resources in such areas, which have 
not traditionally been federal oVersight activities, could be a necessary componentofany. 

., 	 I' . .' , . 
successful revitalization strategy,but past efforts suggest that federal dollars are not 
sufficient by themselves, and must be linked with major local involvement and planning . 

. 	 '. . I.' ; '. 
. ,L 	 , I . , , .' , 

• 	 , Increase federal funding for human capital development. Again, funding for employment 
and training could be a necessa.ry, but not sufficient, component of a successful . 
revitalization strategy., ., ' . 

, 

• 	 Design model neighborhood piograms. Wher~ information on the efficacy of innovative 
program ideas is lacking, the f~deral goveriiment could sponsor andevaluate small " 
demonstration projects. In partfcular, this could be a constructive role for the Federal 
government in DC. I 

'..,' ", 	
" 
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September 8, 1998 
I 

MEMORANDUM FOR BRUCE REED 

ELENA KAGAN 


FROM: Domestic Policy Co),lncil Staff 

SUBJECT: . . Compilation ofPr~liminary New Ideas 

. Mfi~ 
CHILDREN AND FA_OS .' " 

1. Child Care. While ~s is not a new idea, w~ must maintain our suppqrt for o!!r RNld care ini~,tive in order 
to have credibility on'the rest ofa new "families first" agenda. , ,N!.!?tf ~J<SCIfl (f7"on . ," I ",' " , 

. .: ' .' 

2. Paid Parental Leave. Funding for paid-parental leave for the purpose of looking after a newborn baby, • 
or a newly-adopted child for up to 12 weeks (although we may reduce the length 6ftime, depending on costs). 


. ~ve fnitiative may be targeted to familiesiwhose incomes are below a certain level. ' , 


o~lk,~Uo';'. visitation. Funding for program. s tn..!at counsel and support hew parents. These programs are Oft.en 
\ , conducted by trained professionals, such as nprses and counselors, arid they can dramatically decrease leveJr,.....,..t?I of abuse, which in tum decreases rates ofdelinquency and crime amongst children and youth. ~f' 

. , ' ;, . , 

4. Child Welfare. Additional funding for and!improvements to the independent living program to assist youth 
in foster care "aging out" of the child welfaie system with life skills training and vocational and educational 
needs. ' " 

5. Child Tax Credit. Double the Child Tax Gredit, from $500 per child to $1000, for parents ofchildren aged 
a to three. i ' 0\l . 

, ? 

6. Home Office Tax Ded~'ction. Expand t~e allowable expenses fdr those who work out of their home.l\~jA'O , 

7. Flex-Time. Offer tax incentives for cpmpanies that offer flexible work hours for their employees, $ 
compressed work weeks, part -time work witij benefits, job sharing, career sequencing, and eXtended parental \''(j)It! 
leave. I' 

8.After-School Programs. Support after-sch~ol programs in both sch(~)QI-based and non-school-based settings, 
with a priority to those programs that are t~ilored t~ work hours. , 

CIVIL RIGHTS' 
t' 

I 
1. En.hance the CRS program at Justice. The Community Relations Service at Justice has been a 

. I I ' 

significant force in cooling racial tensions in :communities all over the country. Since the 1980s, their budget 
has been decimated. This initiative could (1) enhance CRS's ability,to provide mediation serVices to resolve 

, I 

1 \' 



, 
community civil rights concerns as an alternativb to litigation; arid (2) provide CRS conflict resolution training 
and technical assistance to communities. The qRS is very popular with ;the AG and she often talks of w~ting 
it strengthened. 'J 

\ 

, 	 l 

2. In,ter:-Agency Task force on Discrimin~tion. Tliisiqitiative w~uid create an inter-agency task force 
(headed by the Civil Rights Division at Justice) ito expand research on the extent of racial discrimination in the 
country. The research would focus on developing uniform testing protocols in housing, employment, and 
access to capital and then using these tools to aSses the nature and extent ofdiscrimination in these areas. This 
effort could b.e linked to agency compliance *"dlor enforcement work. 

3. Improve Civil Rights Information S~aririg. This proposal would provide funds to establish and maintain 
. a system that links the data bases ofagencies w'ith civil rights enforcement responsibilities -- thus allowing, for 
example, OCR at Education to have better; access to work being done by the Education Section at Civil 
Rights. :., 

4. Becoming an American. A national ;effort to focus on easing the transition to the U.S. for new 
immigrants. We could·provide grants to community-based organizations that fund English and civics classes 
for new immigrants. Also, we could encourage the development ofprograms that provide practical transition­

, . 	~ type help to new immigrants -- such as unders~anding the public education'system; understanding the housing 
system, etc. According to the INS, there is ~ bit of this being done on the community level, but they do not 
fund any'ofif Also, some ofthe education bits'are done by the Dept. qfEd. (adult education andlor literacy), 
but not in a coordinated way. HHS funds som~transition work for refugees. This general idea was first talked 
about by the Jordan Commission .. 

5. Sweat-Shop Initiative. Expand enfor¢ement against labor abJses in "sweatshops" and on farms that 
employ migrant farm laborers. Many of the Wage & hour laws in plate to protect low-wage workers are not 
adequately enforced by the Department of~abor, in part, because of:dramatic reduction in funding for these 
efforts during the 1980s. These workplaces o~en serve as places ofgateway employment for new immigrants, 
and thus the abuses disproportionally affect ~atin~s and Asians. I 

I 
6. Equal Pay. A program that tould be ~n by the EEOC and DOL to increase outreach to businesses to 
educate them about the legal requirements Ifor paying equal wages, provide technical assistance, improve 
training for EEOC employees and resources: for increases in enforce~ent capabilities. 

COMMUNnYE~OWERMENT 

1. Access To Capital For All Americans~ 
! 

.J. 

, .CDFI T~ Credit. In 1996~ we: proposed a tax'credit for investors in CDFIs. We could re-f- propose this '$100 million non-refu~dable tax credit. The maximum amount of credit allocable to 
a particular investment would be 25 percent of the amount invested. . 

" 	 : _ . J, • • 

,. 
•Voluntary CRA. Launch a bully pulpit effort to encourage non-bank financial institutions to 
develop and implement principles for community investment. ' 

1 	 • 

I 

. , 
I 
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-Micro-Enterprise. Provide authorization arid funding for CDFI Fund to provide technical 
assistance·to micro enterprise organq:ations and micro~entrepreneurs (PRIME Act, Kennedy-
Domenici). . ; , 

-Secondary Market. Develop coordinated administration initiative to take first steps towards 
secondary market for cqmmunity ldevelopment loans,' including data collection, education, 
standardization, regulatory review ,~d the creation of a lo'an loss reserve fund to back pools ,of 
community development loans pool~dand sold by the private sector. , 

, t 

-Fair Lending. Continue to push thelFed to permit collection of data on race and income of small 
business borrowers; consider legisla~ion if this fails. 

i 
I ' 

-Capital Access Programs. Push to give the CDFIFund ~uthorization to launch small business 
capital enhancement program to· back state-run loan loss reserve funds that permit hanks to make 
more difficult small business loans. i 

~ 

2. Sustainable Development. 

-Environnfental Activity Bonds., In response to the growing needs of urban areas, an 
~ environmental bond would help ;cities meet the environmental goals set by the' Clinton 

, Administration. EPA has identifie~ three areas which would be candidates eligible to receive 
funding: brownftelds, drinking water,: urban river/waterfront Cleanup, and the creation of parks and 
other public spaces. Drinking water (as cities need to' improve infrastructure to meet the 
requirements of the Safe Drinking ,W~ter Act) 'and brownfields are two areas that cities continue to 

, seek assistance for financing. Ouripreference is to be more inclusive and allow municipalities 
increased flexibility to identify their p:riorities. However, thefe should be attention paid to how this 
financing would intersect with othet Administration initiati~es like the Clean Water Acti~n Plan, 
Drinking Water Revolving Loan Fund, and TEA-21. 

I 

I ' , 

-Urban River Corridors and Wetblp.ds Restoration Proj~.. EPA proposes urban river corridor 
and wetlands restoration efforts tailored to improve the human health and economic opportunities 
in urban communities. To date; EPA has made small grants to a number of cities and 
rp.unicipalities for these types of proj~ts. With additional grants to local communities, the Agency 
could provide the necessary funding for projects to improve community water resources. These 
projects would provide employment! opportunities for residents, ,benefit the economic welfare and 
technical competence of local residents,and empower the community to build for a better future. 
Restored areas can serve to attract'dnd sustain business as well as provide outlets for recreation. 

I 

, I 


-Community Preference and Visualization Tools. !3uilding the social capital necessary to change 
transportation and land-use policies to create more livable communities also requires tools that the 
average citizen can use to understarld the implications of major policy choices. EPA proposed to 
act as a catalyst in the development: and use of such imlovative decision making tools. The types 
.of tools would include: 1) Commubity Preference Surveys, which show.communities pictures of 
different neighborhood types, an4, help the community reach a consensus about the types of 
development that are desirable; 2) ~imulation tools, which.would get a community "development 
ready" or help a community expe~iment with alternatives; that have been propos~; and 3) new 

'-: ' ' ' 
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software, accessible to the public as well as urban planners, to view and 'evaluate alternative urban 
designs for any community.' " 

-Asthma Initiatives. Tru:ough better implementation and' new investments, EPA believes the 
Federal government can take actio~ that will show immediate and long term results to reduce 
asthma rates among children. i . . , M ~r~ 
-Air Quality Credits. EPA pro~oses to provide incerttives to transportation planning by 
developing protocols for potential ~ir quality credits toward state attainment plans for locally­
initiated strategies and projects that cr¢ate less auto':'dependent communities. Similarly, the Agency 
proposes to create the next generation pf the Clean !Air Brownflelds Partnership Pilot by continuing 
and expanding its ongoing efforts to; link air quality go.lIs and brownfields/infill redevelopment. 
After 2000" EPA proposes to part~er with cities that have a significant brownfield site in the 
decision-making phase of redevelopment, work with the city, state. and developer to collie up with 
a project design that maximizes air qvality benefits,and allow credit for these activities under the 
State Implementation Plan. i 

, 

3. Job Creation in Distressed Communiti~. ., 
I 

i . 
-Community Development Corpor~tion Tax Credit. In 1993, we put in place a demonstration 

" -1 :~ tax credit for inv,estorSin 20 CDCs. :According to this report for Bruce Katz' shop at Brookings, 
l /-i- this program has been effective. We pould propose expandiqg this CDC tax credit to more areas. ~ 

( - The author of this repo also proposrs some changes to make the tax credit more effective. ' 
'l' . ' 

'-Expand J! Ration~mployer-Side Tax Incentives. this includes EZs, Welfare to Work, 
WOTC, DC Jobs-eredif. .. 

\ -Working Ventures Fund. Fund oile or more national nOQ.-profits to fund, evaluate,- share best 
practices, develop, networks, and link; non-profits to their business community ~ in the job training 

, I. 

an9 placement field, as LISC and En:terprise do in the housingH tiD t US L. 

-Community Empowerment Fund.: a) Include targeting for welfare to work projects; b) allow 
links to yenture capital focused oni minority-owned or small business in distressed areas; c) 
eliminate mandatory pledge of CnBO dollars for CEF loans'. 

. r 

I ' , 
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. 	 . 
'. ",/. i. 	 . . 

'~b~j~Jent Corporation (CDq Links. Would target job·poor but 
~DC-served central-city neighborhoods to create or strengthen.:a welfare-to-work infrastructure that 
is place-b / pl~ed andtegional in orientatipn (where the jobs are). Would build on 
HUD' Bridges to/Work\aJ)a!.compl~ment DOL and HHS efforts, focusing on concentrations of 
assiste 'housing run hy-eBQs. ; ,
'~--"I 	 . 

I 
\ 	 , 

4. Low Income Savings. 

-Asset Development for Section 8 V~ucher Recipients. CuITently, an individual still sees the s' ,? 

of their subsidy reduced for each e~tra dollar he/she earns. This new idea from Liebman d r;'; 

Orszag would roll-over any savingsi--or a part ofthesavin~s :'-from an individual earning·mo

l Sh__ ",­

money into an Individual Developmbnt Account (IDA). That is, if the ,size of a person's Sectio ""YTr~ 

8 voucher is reduced by about 30 centS for each extra dollar he/she earns, we could put this savingl4=---' 


--up to 30 cents --in an IDA. We c~uld also the capabilities created by EFT '99 to electronically 

transfer money to efficiently establi~h IDAs for more Amer:icans . 


. 	' 
! 

-Brownfields Meets Community Qevelopment. Under this proposal, we would push banks to 
invest in brownfields as part of thei~ CRA commitments." ' 

I 
I 

5. Affordable Housing. 

I 

. -Elderly Housing Initiative. 1) Housing modernization grarits to existing elderly housing projects 
for modernization, physical redesign,. and/or conversion to~isted livUig;>2) Expanded and more 
flexible service coordinator grants :to meet needs of increasingly frail population in public and 
assisted housing; 3) authority for I?HAs to use vouchers ~or the housing component of assisted 
living costs.. i ' ' 

i 	 . 
-Regional Affordable Housing-Init~ative:- Targeting regioJ;1S with severe jobs-housing imbalance 
and established partnerships for r~gional collaboration, HUD would provide grants and loan 
guarantees to support planning, regulatory streamlining across jurisdictions, and development 

~ i' , 

l 


! 	 .! 
-Vouchers. An expanded request Will focus on incrementals, welfare to work, and homeless. 

! 

6. Prolpoting Homeownership In Distressed Communities • . 
• 1 

-Low-Income Homeownership T~x Credit. Self-HeIp -~a community group in North Carolina 
--proposes a tax credit for investors!who provide second mortgages to low-income families. This 
could significantly reduce the barriers to homeownership arhong low-income famili~s, who do not 
really benefit from the home mort~age interest deduction: 

-Increase Allocation of Mortgag¢ Revenue Bonds. Eacp. state receives a 'supply of tax-exempt 
mortgage revenue bonds. These bonds help low-income families become homeowners and help 
develop affordable-rental housing. There are currently 53 co-sponsors of legislation in the Senate 
'and 316 co-sponsors of,legislation in'the House to increase the allocation of mortgage . revenue 
. 	 I 

bonds.by slightly more than 50 peticent and then index it to the rate of inflation. 

I 5 
), 

. I 

http:bonds.by


-Expand Use of Mortgage Credit Ce~ificates. Mortgage Credit Certificates (MCCs) are credits 
'against federal income tax equal to b~tween 10 and 50 perceht of mortgage interest (to a limit of' 
$2,000 per homeowner) issued by stat~ governments. MCCscountagainst state's ability to issue 
mortgage revenue bonds. We could ptopose to expand the MCC program to allow the limit to be 
$4;000 for homeowners in EZs or ECSf We could also propose allowing states to not have to count 
McCs against their mortgage revenue bond base. 

I' , 

, I 

-First-Time Homebuyer Tax Credit. The 1997 tax law put in place a $5,000 tax credit for first-
time homebuyers in the District of Co~umbia. To boost homeownership in Empowerment Zones, 
wy. could propose allowing any fir&t-time homebuyer in all EZ to take advantage of this tax 
provision. • 

-Historic Homeownership Assistanc~ Tax Credit. The Naiional Trust for Historic Preservation 
V~ 'l,L;?(proposes a 20-percent tax credit to horreowners who rehabilitate or purchase a newly rehabilitated 

'\ historic home and occupy it as a prin¢ipal residence. , ' ' 

, 
-Homeownership Vouchers. Alread~ authorized, would apply rental subsidies to mortgage-related 
expenses for first-time homebuyers who'were Section 8 tenants. 

fV~"1 HI~'nG!~-~ 
. ' I I 

EDUCATION 

1. Class Size Reduction. Reintroduce President's proposal to reduce class size in grades 1-3 to an average 
of 18. ~eeds to be funded on the mandatqry side. If~, we could combine this with a teacher 
quality/recruitment initiative, 'so that funds in the early years of the program are devoted to (1) incentives Bir 
people to enter teaching andlor (2,) teacher training and professional development. ~/lce,,~ 

, , ; 7 ~~~ , ',' ,'~s-I' 

2. School Modernization. We've tried this on the m~~atory sid~ and we've trie this on the tax side, 
Assuming we don't get it this year, we've got to try again next year, 

3. School Discipline/Safety. We are workiQg on an overhaul of the Safe and Drug Free Schools Program, 
that will: (1) focus the program on comprehe~ive, proven approaches to improve school discipline and safety; 
(2) better target the funds to schools/communities with the greatest needs; and, (3) improve data collection 
and reporting, includfug school report cards on lsafety/discipline issues. Because the program currently spreads 
(small amounts of) funds around to almost all school, and because of its initial emphasis on keeping schools 
drug-free, the politics ofthis program will probably require that any shift in emphasis on greater targeting will 
require additional resources. I, , 

4. Teacher Supply and Quality. Here are: three initial ideas for improving teacher quality. The first two 
came out of our initial discussions on the Pr~sident's race report. W~can decide down the road whether to 
keep them focused on high poverty schools, or make them more universal. We can also, break out particular 
pieces of them into separate initiatives if we ~ant to: 

• Make sure there are qualified te~chers in high poverty:schools. First, encourage and support 
state and local efforts to improve the preparation, certification, recruitment, selection, induction, 

, ;' ,! 
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retention, evaluation, reward and disrtussal ofteachers overall. Support necessary R&D on. critical 
components ofan upgraded system, shch assessing teacher competence in the classroom. Second, 
work to end the practice of disproportionately placing and -keeping unqualified teachers in high

i " 	 . 

poverty schools. Require states to require prospective teacher to pass basic skills/subject matter tests 
(and help them develop more demanciidg assessments) in order to be licensed Prohibit school districts 
receiving Title 1 funds from staffing Title 1 funded classes (what' about schoolwides???) with 
unqualified teachers, and bar those Without an effective system for teacher evaluation (including 
removal of incompetent teachers) from receivingFed~ral. (or just Title 1) funds. Require K·4 teachers 

~ 	 in Title 1 schools to successfully complete training in teaching reading, and fund the training. . Third, 
help attract and retain the best ~eachrrs for high poverty schools. Fund induction and continuing 
professional development programs iIi high poverty schools. Provide incentives for Board·certified 
teachers to teach in high poverty schools. . . 
). 	 I 

! ( 

- Recruit More Minority Teachers. Many believe that a major factor influencing children's success 
. , 

in education is role models. Enhance current recruitment programs with effective incentives to attract 
more minorities to the teaching profe~sion.Minority teachers, administrators, and school personnel 
serve as role models for minority stuCients and can provide an important link between schools and \ 

I 	 . . 
parents. . ' 	 . , 

-Establish subject·specific teacher/administrator training institutes/academies/centers in every 
, 	 I , 

state. There are crying needs to train. existing teachers in key subject areas, such as reading, 
I. . '. "­

techriology use, math/science and othe~ academic subject. We should establish subject specific training 
centers in each state (or perhaps in geographic regions within states). The idea is to create a place, 

. probably at a university, that has the: subject·matter capacity. and can work with school systems to 
develop and implement a strategy fqr ensuring that every teacher who needs it gets high quality, 
intensive and ongoing training in the subject and how to teach it. This could either substitute for or 
complement the current teacher trainirlg program (EIsenhower- Profe.ssional Development Program), . 
which provides funds to states and school districts on a formula basis, with broad discretion on how 
the funds can be used for professiohal development. We could also establish training centers for 
principals and other school leaders. . I 

, 
\ 	 ; 

) 

-Continuing the Troops to Teache~s (TTT) program (due;to phase out in Oct 1999). TTT . 
provides stipends to encourage retired military personnel to teach and school districts to hire and 

train them: TTT attr~cts more minorit)es and men into the teaching profession than are traditionally 
represented, they have background in ~nderstaffed subjects such as math and science, and are more 
willing to teach in inner-city classrooms. 

'. 
I 
I 

5. Recruiting and Training Principals. Mos~ states and. communities lack good strategies for recruiting and 
preparing individuals with the knowledge and skills to provide the kind ofleadership and management schools 
need right now. We could propose a competitive demonstration program to provide focus, leadership and 
effective models for the field. This would notlbe a big-ticket item. ' . ).' 

. I 	 . 

6. UrbanIRural Initiative. This could take ~o forms. One would be some version ofEducation Opportunity 
Zones--a competitive grants program that rew¥ds performance and requires accountability. A second would 
be to c.reate local performan~e partnert~s, in!which local communities agree to create schools that are s~fe, 
have high standards and qualified teach~afterrschool programs, tutors and other forms of extra help for kids, 

. 	 , lo~NYv tv( czJ rr~j. : 
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technology, etc. The'districts would be respon$ible for creating school~ 'with these opportu'nities, and would 
be accountable for improving achievement acros,s the board (perhaps as measured against national standards). 
In return, the districts would (1) be able to compine funds from relevant ED and other programs, so they can 
figure out the best way to provide the learning opportunities;' (2) get extra funding over and ,above the funding 
from the existing categorical programs; and (3') gain or lose additional funding based on performance (with 
some floor established to minimize the risk for ~istricts). 

7. Choice Demonstration Program. Establish a demonstration 'program to challenge states and school 
districts/ cities to expand the range of high qudlity schools students" and families can choose among, thereby 
enabling students in low performing schools to move to better ones.: A variety of approaches should be 
encouraged, including: "i " 

I 
• Community College Enrollment. High school students should be permitted to enroll in community 
colleges, for high school level or college level courses. This step could provide inner city students with 
access to more qualified teachers, beca~se most community colleges have faculty with subject matter 
expertise (whereas urban high schools often have teachers teaching out offield). It could also help boost 
minority enrollment in college. [see ;,if this' can'build on, eiisting tech-prep programs, or other 
articulation agreements.] 

• Contract School System. Transform ;Urban school systems from bureaucracies which operate large 
numbers ofschools into systems in whic~ the local governing body contracts out the operation of each 
school--to teachers, nonprofits, school m~agement firms, etc. In effect every school becomes a charter 
school, with'a distinct mission, controliover its own staffing and budget, and accountable for results. 
The local school board, is responsible~or selecting the schools; identifying new types of schools that 
might be needed and soliciting propos*ls to operate, the school, monitoring the performance of each 
school and holding it accountable, Un'der this approach, all schools would eventually be schools of 
choice. [see Paul Hill's work for background on this] , 

• Schools located at large employer~. Encourage large employers to provide facilities on site for ' 
schools for children oftheir own employees, while the school district provides the teachers; curriculum, 
instructional materials, etc. Dade Cdunty's Satellite Learning Centers provide the model for this 
approach. Dadels experience shows tnat these schools can (1) be more diverse than' other schools, 
because work sites are more diverse than residential neighborhoods (2) save the school districts the cost 
ofnew facilities (3) save employers costs associated with employee turnover and (4) increase parental 
involvement in the schools. : ( 

, " 

.'Expanding choice through smalier, :schools-within-schools. Transform large, impersonal schools 
into sma'ller schools-within-schools that would dramatically expand choices within public education for 
'families without requiring students to "l:eave their neighborhoods. Many parents want more choice in 
education but donlt want to send their children to school far from home. This proposal would address 
that need and enable many more students to get the personalized learning attention that so many families 
waht; it also may reduce discipline and yiolence problems. A gr;ants program could support networks' 
of schools or school districts to plan and implement this concept and provide information and 
counseling to help students and their families make good chOIces. This proposal could be linked or 
combined with the "contract" schoolscqncept by creating a competitive process to award contracts to 

, ' , I' , 
·manage each school-within-a-school to teachers; non-profits, charter schools, etc. 

, I ' 
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8. English Language Acquisition. As part of the planned overhaul of the Bilingual Education Program, we 
should consider a number of initiatives: ,! ,.', ' 

'.; 	 : 
. • Make every LEP child competent in English within 3 years of obtaining services. English 

:j. langUa.ge competen~y is the key. to su¢cess in SChool.ing and the economy. ESL and, similarservi~es 
should be made uruversally available to all students who need them. Federal fundmg can proVIde~' 'matching grants to States to do this. Th~ requirement--including funding and accountability--for serving 

r;I~ LEP kids and li~lping them ~ecome cOfnpetent in English within 3 years should be built into the Title Y, 	 1 program. Other programs, such as after-school and technology, should also be designed so that in . 
schools with significant numbers ofLEP!kids, they are also focus~d on helping kids learn English within 
3 years. --,: ' 

, 
I., 

• Support English Plus.' In additioh to ensuring that all LEP students learn English, we should 
promote foreign language learning, starting in the'early grades, for student's whose native language is 
English. The objective is to dramatically increase the number.of students whq leave school fluent in two 
or more languages, regardless of their inative language. 

,, 
• Support demonstrations of, and ,ifeiTective greatly expand "Newcomer High Schools" for 

.~~,~ recently arrived immigrant students •.Many school districts are facing an increasing number of 
U secondary immigrant students'who have low level English or native language skills, and in many cases, 

. I ' , 

~ 	have had limited formal education in their native countries. In order to prevent these students from 
\/- dropping out (and these children are 'a significant factor in the 40% Hispanic drop-out tate), these 

students must learn English, take the re~uired content courses and catch up to their U.S. peers. Some 
district have developed Newcomer programs --either a separate school or a school-within-a-schoo1. 

l 

T~ese programs typically educate stu4ent or a r 'ted eriod of time (most for less than two years 
before enrolling them in their home schools. Three such schools are 4-year high schoo s. e programs 
reach beyond the students themselves." providing classes to onent parents to the U.S. and 63% o~ 
adult ESL classes. There are currently 75 such programs il'l: 18 States and the Center for Appr a 
Linguistics has sponsored anevaluati?n,oftheir effectiveness.: ' '.' I . 

. 	 f " .' '. 
9. Quality pre-school education. We cah 'propose an initiative to make quality pre-school universally 
available,or at least universally available for p,oor kids. There should betwo key components to this. One is 
to provide a number of funding streams 'to p*y for it. Head Start should be the base, though we should also 
look at ways in which Title 1 could playa larg~t role. Second, we should provide incentives to ,both preschools 
and school districts that receive federalfund$, to work together to help ensure thatthe preschools programs 
are focused on helping kids get ready for scqool, by requiring the schools to reach out to preschools and let 
them know what they expect kids to kno,:" an.·d be able t,o do wh~n they c~me to kindergarten, a~dgivingb 

the preschools the help they need to prOVide ;an appropnate curnculum. ~ :.tjY) 


.,. . 
. I 

10. Federal Matching Funds for AP courses and for AP and SAT/ACT Preparation. The President has 
made universal access to two years ofhighet education a priority, and has created ways to alleviate the financial 

, 	 " ,

hurdles. A logical next step in improving tlie quality of access is to make all students more competitive by 
closing the gaps in advanced course availability as well as SAT and ACT test scores. The, Federal government 
could establish funding matching mechanisins to encourage states· to improve access to AP courses and 
preparation for AP tests in low-income schools; in areas where.AP ¢ourses are not available, funds could be 
used for partnerships with community colleges that offer similar Courses. ,Similarly, matched funds could be 

, 	 l ' 

I 
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., 
used to do one of a number of things for SAT/ACT preparation: pay for low-income youth to attenq prep 
courses (e.g., Kaplan~ Princeton Review); fund! poor school districts to: set up their own test prep programs; 
as in America Reads, waive the federal match for Work Study students who help prepare disadvantaged 
students for the tests. ' 

i 	 I 

11. "High Hopes" for Adults. While the :President has made enormous progress in making available 
resources for higher ,education' for people of ;all ages, the primary fdcus of Administration informational 
campaigns and initiatives like High Hopes haV;e been to encourage young people to go to college.' A new 

,,0 , initiative could combine two efforts. First, ~he Administration could launch an informational campaign 
\l \ 	 encouraging adults to go back to school and infor;m them ofnew resources available to help, including Lifetime 

Learning and ,Hope Scholarship Tax: Credits~ Individual Training Accounts under the new Workforce 
InvestmentAct, and Pell Grants (which appart;ntly few realize can be used for part-time students). Second, 
a new "High Hopes" grants program targeted at adults, partly focused on encouraging minorities and women 
to go back to school, could support local partner~hips of business,. community colleges, labor unions, one-stop 
centers and others to provide the information aPd counseling needed to encoura~lts to enroll 
in courses and programs that will help themsu~ceed in their local job ~arket. ~~ , 

'I 	,,~ 

12. Encourage High Schools'to OfferlReqilire Service Learning.' We should consider expanding the 
service learning initiative (Learn and Serve) to enbourage more school districts to incorporate service into their 
education programs. The service learning prografn could be expanded. to provide a stronger infrastructure, e.g., 
service coordinators for high schools, in order to make the service experience both more rewarding and 
educational for students. ! ' 

" 

HEALTH 

1. Long-Term Care and Medicare Reforms: for Elderly, Disabled and Their Families 
, 	 !. 1 

• Providing new long-term care tax ¢redit. Along with the lack of coverage of prescription drugs, 
I 

, the poor coverage oflong-term care represents a major cost burden for the elderly and their families. 
I' , 

Long-term care costs account for ne~ly half of all out-of-pocket health expenditures for Medicare, 
beneficiaries. ' This proposal would give people with two or more limitations in activities of daily living 
CADL) or their care givers a tax credlt of $500 (or more, if affordable) to help pay for formal or 
informal long-term care: This initiat~ve would be coupled with other long-term c~epolicies (e.g." 
offering private long-term care insuranct; offering to Federal employees). (Cost: About $4 billion over 

5 years, offset by closing some tax: lo$pholes, and ~ould help: about 3.4 million people). 
. I ' . 

, 	 . 
• . Offering private long-term care Insurance to Federal employees. Since expanding Federal 

, I 	 . 

programs alone cannot address the nex;! century's long-term care needs, the Federal government --as 
the nation's largest employer --could 111ustrate that a model employer should promote high-quality , 
private long-term care insurance policies to its employees. Under this proposal, OPM.would offer its 
employees the choice of buying differihg types ofhigh quality policies and use its market leverage to 
extract better prices for these policies. there would be no Federal contribution for this coverage. (Cost: 
Small administrative costs; OPM estim;atesabout 300,000 part~cipants). 

, 	 , 
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I 
• Providing new tax credit for work+related impairment e~penses for people with. disabilities. 
Almost 75 percent of people with sigtiificant disabilities are unemployed; many of those within the 
population cite the cost of employment support services and devices, as well as the potential to lose 
Medicaid or Medicare coverage, as the primary barriers to seeking.and keeping employment. This 
proposal, strongly advocated by your ~ask Force on Employm~nt of Adults yvith Disabilities, would 
give a 50 percent tax credit, up to $5, OQO, for impairment-related work expenses. It could be a stand 
alone proposal in the budget or package~ as a'long-term care initi(~.tive if we decide to defer announcing 
the long-term care tax credit. (Cost: Ab~)Ut $500 million over 5 years, offset by closing tax loopholes, 
and would help about 300,000 people).' 

• Offering new family' care giver 'o~e-:stop-shop" upporf program. About 50 million people 
provide some type oflong-term care to a . . as. Families who have a relative who develops 
long-term care needs often do not know how to provide such care and where to tum for help. This 
proposal would give grants from the Adrtnrustration on Aging to states to provide for a "one-stop-shop" 
access point to assist families who care for elderly relatives with 2 or more ADL limitations and/or 

I . 

severe cognitive impairment. This assistance would include proviping information, counseling, training 
and arranging for respite services for cire givers. (Cost: About $500 -750 million over 5 years). 

, 
I 

I 

• Adding prescription drug cover~ge to Medicare' (new' policy). The lack of coverage for 
" . 

prescription drugs in Medicare is widely:believed to be its most glaring shortcoming. Recognizing the 
medica] community's reliance on prescriptions for the provision of much of the care provided to 
Americans; virtually' every. private he:alth plan' for the under-65 population has a drug benefit. 
Medicare's lack of coverage is largely responsible for the fact that drug costs are the highest 
out-of-pocket cost for three out offouf elderly. This burden wi~l only become more acute in the next 

. ~ntury as the vast majority of advances in health care intervent,.ions will be pharmacologically-based. 
Responding to this fact, Republicans and Democrats on the Medicare Commission, as well as almost cI/ every health care policy expert, are consi~tently stating that reforming Medicare without addressing the 
pr~scription drug coverage issue woul~ be a mistake .. We are developing a wide variety of options, 
including a means-tested option, a managed care benefit only approach, and a traditional benefit for all 
beneficianes. If desirable, a pr9posal cbuld be included in the budget or coordinated with the March 
release of the Medicar:e Commission'~ recommendations. (Cost: Varies significantly depending on 
proposal, but could be $1 -20 billion a ~ear; assumed offset would be Medicare savings, which might 
more easily be achieved in context of atbroader reform propos~).· . 

t 

• Establishing a new cancer clinical tri~ls demonstration (FY 1999 budget; not passed). Less than 
three percent of cancer patients particip'ate in clinical trials. Moreover, Americans over the age of65 
make up half of all cancer patients, and are 10 times more likely to get cancer than younger Americans. 
This proposed three-year demonstration,' extremely popular with,the cancer patient community, would 
cover the patient care costs associated ~th certain high-quality clinical trials. (Cost: $750 million over 
3 years). 

, 

• Redesigning and increasing enrciUment in Medicare's premium assistance program for 
vulnerable seniors (extension of July executive action .and new policy). Over 3 million low-income 

I ". 

Medicare beneficiaries are eligible but do not receive Medicaid 'coverage of their Medicare premiums , " 

and cost sharing. Many more may not get enough assistance tllrough the new, BBA provision that is 
supposed to help higher income beneficiciries. We are developingia range of proposals that build on the 

I . . 

! 
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. President's actions in this area to bette~ utilize Social Security Offices to educate beneficiaries about 
this program, to 'reduce ,administrative qomplexity for states and to give them incentives to engage in. 
more aggressive'outreach efforts. (Costs vary depending on policies; probably about $500 million to' 
$2 billion over 5 years). . , , . 	 ' 

, 
I 

2. Health Insurance Coverage Expansions a;d Reforms 	 ,~~eP 

• Providing new coverage options for people ages 55 to ~5 (FY 1999 budget; not passed). 
A.rqericans ages 55 to 65 have agre4ter risk of becoming sIck; have a weakened connection to 
work-based health insurance, and fac~ high premiums in the individual insurance market. This·' 
three-part initiative would: (1) allow iArnericans ages 62 to 65 to buy into Medicare, through a 
premium designed so that this policy is self-financed; (2) offer a similar Medicare buy-in to displaced 
workers ages 55 and over who have inv01untarily lost their jobs a'nd health care coverage; and (3) give 
retirees 55 and over whose retiree health benefits have been enC;ted access to their former employers' 
health insurance. A proposal such as t~s would be minimally n~cessary for any serious. consideration 
ofproposals to raise Medicare's eligibility age. (Cost: About $1.5 billion over 5 years, which would 
assist about 300,000 people). \fshl k: (V- \ ~ -: O'f' LV' if ~~~ in ~ 

• Expanding health insurance options for people with disabilities --Jeffords/Kennedy bill (new 
policy, but the concept was endo.rsed by you in this past sum~er during your ADA anniversary 
commemoration). People with disabilities who want to retutn to work not only lose their cash 
benefits (SSI and SSDI) but also los~ their Medicaid and Medicare coverage. You succeeded in 
incorporating a provision in BBA that :provides an option to states to allow workers to buy into the 
Medicaid program. Unfortunately, becatise of limitations that the Republicans insisted on i'ncorporating 
'(like an income cap on eligible populitions), no state has yet :taken up this option. 	 Working with 
Senators' Jeffords and Kennedy, we are proposed to; (l)exPlilnd the BBA Medicaid buy-in option by 
lifting strict income and resource limits ~nd allowing states tdcover less disabled people as well (such 
as working people with mv AIDS); (2) provide grC!Ilts to states as incentives to take these options; and 
(3) extend Medicare coverage for peopleileaving SSDI for work. So far, the disability groups, the NGA 
and a growing bipartisan Congressional doalition are supportive. (Cost: about ~on over 5 yearJ;) 
offset by Medicare and SSA fraudsaviAgs that were in the FY 1999 budget). , 

I 

• Offering health coverage for the tJmporarily unemployed (FY 1997 and 1998 budgets; not 
passed). Because most health insurance is employment based, job changes put families at risk of losing 
their health care coverage. In fact, 58 percent· of the two million Americans who lose their health 
insurance each' n:onth cite a chang.e in .:emPloyment as the primary .reason for iosing cover. age. This 
break in coverage not only leaves the worker and his or her family extremely vulnerable to catastrophic 

,.health care costs, it puts them at Jrisk of losing the portability protection provided. by the 
. 	 Kassebaum-Kennedy law. The proposal would provide temporary premium assistance for up to six 

months for workers between jobs who previously had health in~urance through their employer, are in 
between jobs, and may not be able to pay th~'full cost of coverage on their own. (Costs depend on 
whether it is done asa demo (about $2.5ibillion' over 5 years, which would help about 600,000 people) 
or nationwide (about $10 billion over ~ years, which would cover about. 1,4 million persons). 

• Providing coverage to parents of: children o~CHIP (new policy). Since children who are 
uninsured usually have parents who are :uninsured, an easy way to target uninsured adults is to extend 
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eligibility for Medicaid or CHIP to parents of children covered by these programs. This has been done ' 
successfully in some states, through'Medicaid 1115 waivers,; and would be a logical next step to 
cOvering low-income adults. (Cost: Dep~n:ds on the proposal and, assumed take-up rates by the states).· 

; 
I 

, • Establishing a new state option to etpand coverage through Medicaid eligibility simplification 
(new policy). In the wake of welfare reform, Medicaid eligibility rules have become even more 
complex since states must cover peoplb who would have been eligible for AFDCunder the old rules. 
Additionally, Medicaid law allows states;to cover parents but not adults without children --even if they 
are very poor. This proposal would~llow states to opt for a pure poverty standard for Medicaid 
eligibility for all people (like we do fOf; children) rather than the old categorical eligibility categories. 
Not only would such an approach sirhplify the Medicaid program for families and states; it ~ould 
provide an opportunity for significant coverage ~xpansion.. While any change in Medicaid almost always 
raises concerns amongst some advocates, this proposal would be supported by the Governors and 
advocates such as the Center for Budgcl and Policy Priorities. (Cost: Depends on the proposal and 
projected coverage expansion take-up ;rates). 

I ' 
. ,I 

. . I . 

• Establishing new andefTective ch~ldren's health insurance outreach initiatives (FY 1999 
budget; not passed and new policy). trhe success ofthe Children's Health Insurance Program (CHIP) "­
and Welfare reform may well depend Ion our success at targeting and signing uP. the over 4 million 
children who are eligible, but not enrolled in CHIP or Medicaid. Last year's budget included several 
policies to promote outreach, including allowing states to temporarily enrolling uninsured children in' 
Medicaid through child care referral centers, schools, etc; and allowing States to access extra Federal 
funds for children's outreach campaign~. An additional proposal is to pay for a nationwide toll-free 
number that connects families with state eligibility workers. NGA is sponsoring this line for one year 
only; such a line is essential for the hationwide media campaign that we are planning to launch in ' 
January with the NGA and America's ~romise (Colin Powell's group). (Co~t: Between $400 and $1 
billion over 5 years.) , 

t 
I 

• Establishing new voluntary purctiasing cooperatives (FY 1997, 1998, and 1999 budgets; not 

passed). Workers in small firms are tnost likely to be uninsured; over a quarter of workers in firms 

with fewer than 10 employees lack ~ealth insurance -,almost twice the nationwide average. This 

results in large part because administrative costs are higher and that small businesses pay more for the 


\ same benefits as larger firms. This proJosal would provide seed money for states to establish voluntary 
purchasing cooperatives. These cooper~tives would allow small employers to pool their purchasing 
power to try to negotiate better rates!or thein~mployees. (Cost: about $100 million over 5 years). 

i 

• Strengthening OPM's hand in n~gotiating with FEHBP plans to better constrain costs (new' 
policy). Last year, premiums 'in FEHBP rose by 8 percent; this year, they are projected to groW at a 
slightly higher rate. . In part, this reflects trends out of FEHBP's control, such as continued rapid 
increases in drug costs and an aging erpployee population. However, it also results because OPM has 
fewer tools at its disposal th~ private ;sector employers; This proposal would increase the bargaining 
power ofOPM as well as implement Qther provisipns that could reduce health premium costs to both 
the Federal government and Federal employees. Although these types of'proposals have been 

I 

controversial since they affect plans t11at want to participate in FEHBP, there may be an opening this 

year because oftwo consecutive years; of high premium growth. (Could be savings, depending on the 

proposal). i' 


l~ 
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3. Public HealthlUnderserved Populations; 

- Combating Resistance to Anti-biotics (Super Bug). Recent reports have indicated that resistance 
I 

to anti-biotics is becoming a major puplic health crisis. Some viruses, such as pneumonia and many 
hospital-based infections, are start~ng to peat even the strongest anti-biotics, causing prolonged illnesses 
and even death. For example, pneumoni:a, which impacts over 50~,000 Americans 'per year, is becoming 
resistant to the strongest antibiotics.' CDC believes that this critical public health problem is on track 
to affeCt 'more and more viruses. In the past we have gen~rally addressed this by developing new 
antibiotics; but it 'is becoming increasingly difficult to keep developing antibiotics that do not become 
ineffective. However, this problem could be dramatically reduced if we knew more about which viruses 
are likely to become resistant and why apd if drugs were prescribed and used more appropriately. For 
example, there are over 50 million inappropriate outpatient antibiotic prescriptions written annually. 
The budget could fund a major pUblit health campaign that would: educate consumers and health 
providers to help assu're appropri/!te us~ of anti-biotics; and improve surveillance and research efforts 
to understand which antibiotics are at risf for becqrning ineffective and why. (Cost up to $50 million). 

1 ' • 

- Improving Access to Health Care in U nderserved Rural Areas. The 25 million Americans that 
live in rural areas frequently do not h~ve access to adequate health,care services. For example, the 
physiCian:..to-patient ratio is more than 80 percent lower in rural communities and more rural Americans 
are uninsured and lack access to health c~e services. The budget could include an initiative that would 
help maintain and improve access to health care in rural communities by: giving'grants to help develop 
creative emergency services to enable rural health facilities to remain operational and responsive to the 
needs oftheir populations; providing as$istance to, states to help take advantage of a Balanced Budget 

, Act provision that provides higher Medicare payments to hospitals that revamp services to meet the 
specific needs of their communities; land increasing the number of health professionals in rural 
communities by providing loan repayments or scholarships to train rural Americans who are likely to 
stay in the communities to become nur~e practitioners: (Cost Unclear. Approximately $100 million). 

,I
I '" 

. 
. 

-Improving Access to Emergency Room Care for Veterans. As part 'of the President's request to 
bring Federal health programs into compliance with the patients' bill of rights, the issue ofwhether' the 
VA provides veterans adequate access t6emergency-room services has been widely publigized. The VA 
currently only 'reimburses for V A emergency visits at V A hospitals, which is certainly not consistent 
with the patient protection to assure en;J.ergency services when and where the need arises. We expect 
Senator Daschle to offer a proposal to extend VA access to emergency room services, and it may well 
be advisable for us to address this issue so we are not perceived as faliing short on our commitment to 

I ' 
apply the patients' bill of rights where;we can.' (Cost VA's current proposal costs $550 million per 
year. However, OMB has been working to dramatically reduce the costs of this proposal). . . 

, 

- Enhancing ,Drug. Approvals, Fo~d Safety, and' oiherFDA p·riorities. The FDA has 
unprecedented' new challenges, including:· a ,surge in promising technologies and drugs that need 
approval; increasingly chailenging dis~ases, such as AIDS and emerging pathogens; important public 
health issues such as food and blood sdfety;' as well 'as major new statutory responsibilities from FDA 
reform. However, funding for this ~gency has' not increased in' several years. This has serious 
implications for the agency, as food insp'ections, organ ba:nks, and drug companies are rarely inspected 
and it is more challenging to meet drug dpproval needs. Since Congress has been unwilling to fund user 

) 
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fees for FDA, it may be necessary to fuake it a priority to fund FDA at higher levels (Cost: $100 to 
$300 million). .; 

; 

I 
• Improving Access to Promising HIV/AIDS Drugs. Since there has been so much progress in 
therapies for HIV/AIDS, the AIDS cOrmPunity has been pushing to expand access to these drugs. Their 
expectations were raised last year when the Vice President asked HCFA to look into the feasibility of 
a demo to expand Medicaid to patients ~ith mv at an earlier point in their disease. Depending where 
we end up on Jeffords-Kennedy, we may want to consider additional options to extend drug therapies 
for patients with HIV/AIDS. Last year, We proposed significant funding for the AIDS Drugs Assistance 
Programs (ADAP), but there may be !other approaches. Regardless of Kennedy-Jeffords, we may . . \ . 

receive a great deal of criticism from: the community if we propose no increases for treatment or 
prevention. (Cost: approximately $lOQmillion). 

. I ,
• Improving Health for Medically :Underserv~d Native Americans. Native Americans have 
particularly poor health status (as much!as five times higher diabetes rates, and three to four times the 

. rate for SIDS). It is widely recognizeq that the illS, the main resource for Indian tribes who deliver 
. I . 
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health programs to their communities, is ~ot sufficiently funded to address the needs of this population. 
We could develop a number of initiatives to help improve health for Native Americans, including: 
focusing on particular health probletits such as an elder care, domestic violence, or alcoholism; 
providing an overall budget increase allowing more resources Jor all services; or desperately needed 
improvements in sanitation or other p;Ublic health infrastructure efforts. This would build on your 
efforts to elevate the Director of IRS to an Assistant Secretary position and your participation in the 
conference on "Building Economic! Self-Determination in Indian Communities" and would 

, compliment well the President's race ~nd health initiative'. (Cost: about $100 million). 
I' 

, 	 ., 

• 

4. Increa e the Indian Health Service budge: order to rea' re of the targeted population, we should 
provide a si . cant increase to the IRS bu et ~n order to address areas saJu~clra:S"S1am;ta!'tS@..ab~ 

. on, domestic via ce and :child abuse, and sanitation facilities. 

HOMELESS 

1. Homel~ss Veterans. The National COalitidn of Homeless Veterans estimates that there are as many as 
275,000 homeless veterans on any given rught. According to the Department of Veterans Affairs, an 
approximately $60 million increase in funding ~ould constitute the single largest investment into breaking the 
cycle of homelessness among veterans. This proposal would seek to increase residential alternatives, 
community..,based contracted care, job preparfltion activities, stand down activities (community-sponsored 
events that conduct one-stop service delivery programs for homeless veterans), the distribution of clothing, and 
long-term housing. The VA estimates that thIs proposal would positively impact approximately 100,000 to 
150,000 veterans annually. ] 

I 
2. Allow .vA to sell surplus property with 

! 

~O percent of proceeds going to hOineless veterans. OMB 
Proposes to amend the Property Act of 1949 to create a 5-year pilot project for the VA to sell off property with 

, 	 10 percent ofthe proceeds going to local honiel~ssness projects under the McKinney Act (with this 10 percent 
being earmarked for homeless veterans) and the 'other 90 percent going to the VA for capital funds (buildings, ' 
equipment, infrastructure, but not staft). Currently, the way the law works is that all the proceeds from surplus 
property goes to homelessness, but this has not:provided an incentive to·the agencies to sell property because 
they do not get to keep any of the proceeds. O~ states that since 1989, only one piece of property has been 
sold under this provision. OMB will be circulating their proposal within a couple of weeks. OMB would 
propose to permit VA to sell 25 pieces ofpropeity, but does not have a cost estimate yet.. 

, 	 . ~ . 

3. Homelessness Demonstration Project Mbdeled after TANF. Funds could be set aside in the FY2000 
! 

budget to create a demonstration project so that one state, region, or locality could try to move persons from 
homelessness to self-sufficiency. The demonstration project should set up performance'goals s~mi1ar to T ANF 
so that there is a measure ofhow many persons ~ave been made self-sufficient. There COlil~ be a performance 
bonus for the demonstration project if the goal, of the project is met. 

4. Medicaid Outreach Project for Homeless:ness. A Medicaid outreach project could be set up, similar to 
the CHIP . outreach project, that would reachfout and cover homeless persons. We should develop a cost 

, estimate to determine that, over time, dollars wopld be saved if persons are treated under Medicaid rather than 
on an as-needed basis in emergency rooms and clinics. This idea could be expanded to reach out to more than 
simply the homeless population to include all droups who are Medicaid-eligible. 

! 
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ICONSUMERS t ' 
I " 

1. Consumer Bill ofRights. A consuinerbill of rights could, address a number ofareas such as enforcement, 
notice to consumers, and dissemination of infdrrilation. We could announce this bill of rights as a package, 
but then pull out separate",pieces for separate e~ents like we do in the Patients' Bill ofRights area. We couId 
include a number of different areas such as the! folloWing: ' ~ 

, '! , 

-Auto Insurance Fraud. Auto ~suian~fraud is a $13 billion-a-year problem in America. We co~ld 
propose significant funding for a JusticeiDepartment anti-auto insurance fraud. Since an estimated 13 
percent of auto-insurance 'premiums go to pay for fraud, we could claim that this effort will help drive 
down auto-insurance premiums. ' f":, " ", " " , 

, , I 

, -SI~mminglCramming. Cramming, in ~hich con a~ists addbogus charges to cons~mers' telephone, 
bills, ,'and slam:ming, the unwanted switching of long.;.distance telephone service from one carrier to 
another, and are the top two respective ~omplaints reported to the National Fraud Information Center 
in 1998. In 1997, the FCC received mor~ than 20,000 coinplaintsfrom customers who were slammed. 
So far, the FCC has fined slammers, ann6uncing a $5.7 million fine this year, and announced voluntary 
guidelinesfor cramming that local telephbne companies say they will follow. We could add money for 
enforcement to the FCC and/or DOl IIi May, .the Senate overwhelming passed legislation that would , . 

impose new penalties on slammers and: would eliminate .common slamming methods, such as contest 
' 

entry forms that, when signed by unsu~p,ecting customers, autho~ze a switch of their long-distance 
carriers. I ' ' 

. '\' , " 

-Telemarketing Fraud. Telemarketing fraud is among jAmerica' s worst white-collar crimes, robbing 
unsuspecting victims ofan estimated $40lbillion per year., We could increase the FBI budget to increase 
investigations of this type offraud. 'Retently; the WashingtQn Post reported that volunteers from the " 
American Association of Retired Persdns (AARP) wofk undercover for the FBI, posing as potential 
victims to catch telemarketers on the pro{vl. Because telemarketing fraud often is .targeted against the . 
elderly, we could combine this piece w(th the elder abuse.in a separate event. 

j , C , 


. " , 

, ' , 1: ,,' . 

-ATM Proposal. Weinstein proposes;that Tieasury:publish an ~nnual.repoit on consumerfinancial 
issues, 'including. ATM fees. In eac~ report, Treasury would provide 'a list .of insured ~nancial 
institutions based on geographic divisjons and, by size. Treasury would: report on the following 
categories: (1) Fees charged to depo¥tors at.ATMs at their home branches; (2) Fees charged by 
institutions to depositors using other banks ATMs; (3) Fees charged by ATM networks; (4) ATM fees 
charged to non-member depositors by rnstitutiorts; (5) Minimum deposit, '. requirements for checking 
and savings accounts; (6) Fees for overdtafts; and (7) Checking account fe~s. We will need to develop. 
categories which underscore the differen4es in types of accounts. Ifwe just list checking account fees, 

, the; fees that aren't reported ,wolJ,ld increase. . . 1 ..~. 

I 
t 
!

TOBACCO I 
! 

, 1 ' " . 

1. Tobacco Counter adver~ising., Fund a $2dOmil~ion per year tobacco Counter ad~ertisi~g and education 
campaign, as proposed in the President's 1999 ~udget and McCain legislation. This campaign would develop , . . '. , ! 

I 

"iI ( , . 17. ' ' 
I ' 
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Counter advertising and purchase enough medi~ tim~ to reach teens at least four times a week. The campaign 
would also fund an extensive school-and cominunity-based anti-tobacco education campaign. 

I 

I 

Tobacco Cessation. Each year, 20 milli~m smokers attempt to quit, but only 1 million, or 5 percent, 
succeed. More than 90 percent smokers wh6 attempt to quit do so on their own, and the vast majority fail 
within 2 to 3 days. However, research showls that effective cessation methods could raise success rates to 

, 'I , 

10-20 percent (over 2 million people annually). The Agency for Health Care Policy and Research (AHCPR) 
endorsed 5 smoking cessation methods that h~ve been ,proven to be effective in helping people to quit: gum, 

I ,,-­

patch, nasal spray, inhaler, and pill (Zyban). t full course of these treatments costs a~ound $200-300 (for a 
three months supply, without counseling). However, less than half-of managed care organizations provide 
coverage of any AHCPR-approved therapie~, and those that provide coverage may impose cost-sharing 
requirements that hirider access to treatment. 'Iij fact, a study of managed care in Washington State found that 
liminating copayments for smoking cessation; services significantly increased participation rates. 

t 

I 
Continued call for comprehensive legisla~ionto stop children from smoking before they start. Total 

combined. cost of all these initiatives: $855 million over 5 years. We could make a series of proposals, some 
, I 

part of the budget and some not: (1) rall' --antIounce new DOD anti-tobacco plan, and' new DOL and OPM 
tobacco-free workplace programs; (2) Winter--propose Medicaid and Veterans coverage of cessation benefits 
through FY2000' Budget; and (3) Spring ..;-t~x coverage of cessation as a medical expense and expanded 
coverage of cessation benefits in FEHBP. ' 

-New Department of Defense anti-tob:acco plan. This plan is still being vetted at the agency but will 
likely include covering over-the-counter nicotine replacement therapies under ,military health care 
coverage as part of a comprehensive ~ilitary-wide anti-tobacco plan. Cost: $60 million per year. 

, . , !, . 
I 

-Anti-tobacco workplace initiatives b~ DOL and OPM. DOL could expand its drug-free workplace 
initiative to provide information to employers on steps they can take to reduce tobacco use among' 
employees (cost: $63,000 per year). QPM could disserrunate a model workplace cessation program 
for all federal agencies (agencies woula use existing appropriated funds). 

, I 
I 

- Medicaid cover'age. Currently, smoking cessation prescription and non-prescription drugs are 
optional state benefits· under the Me~icaid statute. We could propose to require states to cover 
cessation, as the McCain bill did (CBO ~stimated cost: $120 million over 5 years, HCF A estimated $.114 
million). Alternatively, we could propose an enhanced federal matching rate for smoking cessation 
,treat~eI).ts, in order to offer the statesl'anincentive to cove.r these se:vices. !he Hansen-~eehan bill 
, establIshes a 9.0 percent match rate for state costs of smoking cessatIOn servIces at an estImated cost 
, o{about $110 million over 5 years. CJrrently, 23 states co~er Zyban, 6 states cover non-prescription 
treatments, and 5 states cover cessation bounseling. A study by the Center on Addiction and Substance 
Abuse at Columbia University found t~at over 42 percent ofMedicaid recipients smoke, as conipared 
to 25 percent of the' general populatiqn 'and that nearly i0 percent. of all Medicaid hospital days are 
attributable to smoking, . r 
- yeterans. We should re-propose the plan from the President's 1999 budget which created a new 
discretionary program open to all veterans who began using tobacco products while in the service, , 

, I . 

regardless oftheir eligibility for oth~r.v~ health care services (currently less than 15 percent of veterans 
receive their health care through the. yA system because of statutory limits --veterans must be low J 
, \ 

) 
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income or have a service-related injury.)! TheVA would contract with private sector entities to furnish 
AHCPR-approved services to interest~d veterans. OMB estimates that this proposal would cost $87 
million for the first year, and $435 mill,ion over 5 years. Thirty-six percent of the 25 million veterans 

\ " ' 

.in this country smoke. i _ 
r---" _ " ' I " 
l':Tax Treatment. Currently, the costo~cessation treatment cannot be claimed as a deductible medical 

expense because the IRS does not rec<;>gnize smoking or tobacco addiction as a "disease." The IRS 
has indicated in written opinions that an 'pfficial me~ical authority classification of smoking, as a disease 
would all<?.:w cessation to deduct these E(xpenses. Treasury is intetest~d in pursuing this in 1999. This 

,C~~:~~~one outside of the budget.,' . ' " ' " " , " , 

I. Federal Employees Health Benefi~ Program. ,We could require enhanced coverage of smoking 
cessation services. OAe option is to: raise coverage limits to more accurately reflect the cost of 
AHCPR-approved treatments, and to, ~aise the number of treatments allowed per lifetime to account 
for the fact that the average smoker requires three to five cessation attempts before they successfully 
quit (i.e., require coverage of $300-400 per treatment, with three maximum treatments covered per 
lifetime). Another option is to waive th~ deductible.and copayment requirement for cessation benefits. 

\ . ," 

Currently-FfHBP fee for service plans, ~hich cover 70 percent of beneficiaries, are required to provide 
Onl($100 'in srhoking cessation benef1.ts. Generally, this coverage does not kick in until after the 
calenaar::y~d6ductible has been met, ~d most plans restrict benefits to once per lifetime. Many plans 
only cover prescription drugs: HMO co{rerage of smoking cessation benefits varies greatly. This would 
be done outside ofthe budget, but woula have to occur in the spring as part of OPM' s annual letter to 
contracting plans, establishing thetemis for the following year of coverage. ' 

I1-£Lv GfrnUi/J ~--h.,"t'"' .(I rTlI- .. J: . 
WELI'ARE ..,. ~S~~ 
1. Helping the Hardest-to-Employ Get and Keep Jobs. 

! 
• Extend Welfare-to-Work Grants a~d Strengthen Focus on Fathers. Funding for the $3 billion 
grant program that the President fought for in the Balanced Budget Act ends in FY 1999. These funds 

) are targeted at the hardest-to-place welfa're recipients, and non-custodial parents of children on welfare, 
I 

and at concentrated areas of poverty. 7p% of the funds are allocated to states, who in tum pass them 
to local Private Industry Councils and 25% ofthe funds are available on a competitive basis. We expect 
DOL to propose exten'sion of the grant program in their FY 2000 budget proposaL We should consider 

,I '. 

revising the statutory language to increa;se the focus on increasing employment of fathers. While there 
is a significant level ofinterest in servin~ this population, there is likely more we could do to increase 
the quantity and quality of services. iThis should also increase support from the Ways & Means 
committee as Shaw is very interested in (atherhood issues. " Possible approaches include requiring states 

, and communities. to designate a minimvm portion ofWTW formula funds for fathers, setting aside a 
portion ofcompetitive grant funds for thi,s purpose, or earmarking funds for needed, technical assistance 
and capacity building on this relatively n~w area. Other changes worth considering: shifting more funds 
toward competitive grants, 'increasing ti'ibal set aside (currently 1 %), 'and streamlining data collection 

, " " , " ' 

requirements. Assuming level funding,) this would cost $1.5 billion annually. . 

,~ . 
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-Request Additional Welfare-to-Wof;k Housing Vouchers. We are unlikely to get the full 50,000 
housing vouchers requested for FY 99. :rhis approach continues to have merit, both in helping families 
move from welfare to work and as a catalyst for changing the way local housing 'authonties, and HUD, 
do business. Cost to fully fund 50,000 v<:)Uchers is $283 million. Some, including Deich and Edley, have 
also sugg~sted allowing housing auth01ties to convert Section 8 vou9}erj~~ft are tu~~~over to the 
more fleXIble approach of the WTW v9uchers. ,J)jJ.ur ~J C 

i ' ~~~ 
- Invest in Increasing English Language and other Literacy Skills. There is evidence that those 
with low education levels have a harder time leaving welfare. There is also emerging evidence that 
English language may be abarrier for some minority welfare recipients, including immigrants. We may 
want to explore whether there is more the federal government could do to increase access to ESL and / 
other basic education that is combined With work, though this does not necessarily have to be done with 
TANF funds. We need to first explore What is available, whe~her the~uccessful models that can 
be replicated, and what the demand is,; ,,.,.----~ . 

.2. Helping New Workers Succeed in the W,orkforcelAchieve self.S~cienCY. 
There are several ways to ensure people movi~g from welfare to work can get to their jobs: 

I 

- Request full $150 million authorized for Access to Jobs for FY 2000 (TEA-21 set guaranteed 
funding from the Highway Trust Fun:d at $60 miUion for FY 2000). This would allow DOT to fund . 
more competitive grants. Note these ~nds can be spent on current and former welfare recipients, as 
well as families up to 150% of poverty so they help the working poor as well. 

I 
- Donate surplus federal vehicles to welfare to work programs. These could be given, leased, or 
sold to current and former welfare rec~pients for whom public transit it not a viable option, including 
those living in rurl;l.l areas. Cars could be allocated through community-based organizations or 
intermediaries. This could be modeled !after the initiative to donate federal computers to schools. 

I 
I , 

-Help former welfare recipients acces~ funds to purchase cars. In some areas, public transit is not 
a'viable option for a family moving fromiwelfare to work. In addition, owning a car is something many 
poor families aspire to, and something that helps them become part of the economic mainstream. 
Family Services ofAmerica, and othet: organizations, currently offer revolving loans for l<?w income 
families to purchase cars. FSA's model currently operates in-20 sites Clnd is scheduled to expand to 60 
sites later this Fall, with partial funding from foundations and private financial institutions. They are 
also seeking federal funding to help with this expansion. Possible sources include: HUD, Treasury, 
,I 

DOL WTW grants, as well as existing federal and'state TANF funds ... Another option is to expand 
allowable uses ofIDAs to include pur~hasing a car needed to go to work. ~~ 

-Connection between TANF and Unehtployment Insurance. Th~re is growing interest in exploring 
the relationship between these two syst~ms. Historically, few welfare recipients have qualified for VI, 
and some have essentially used AFOC as a form of unemployment insurance. As more welfare 
recipients joining the labor force, we ~eed to consider the most appropriate way to provide income 
support to them between jobs. Various approaches include: (a) changing rules of the IJI system that 
make it hard for ,former welfare recipients to qualify for tn once they go to work and in the event they 
lose a job and (b) creative uses of fed~ral T ANF or state MOE funds to provide income support to 
people in betweenjobs. Either appro'ach should be accoIl}panied by a strong effort to promote job 

I 
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. retentIon and rapid re-employment. This could be considered as part of a more cqmprehenslve UI 

) 	 reform initiative that NEC has been corisidering, but it would not depend on that. NOTE: NGA has a ' 
grant to explore this issue and several ~tates are trying innovative approaches. While we do not have 
to frame the issue iIi terms of planning for economic downturns, it seems prudent to address this issue 
earlier rather than later. ,j 
~ 	 ! 

, -Optional State Coverage Expansion; Through Eligibility Simplification (new policy). In the 
wake of welfare reform, Medicaid eligibility rules have become even more complex since states 

. must cover people who would have :been eligible for AFDC under the old rules. Additionally, 
Medicaid law allows states to cover p'arents but not adults ~ithout children --even if they are very 

, I . 

poor. This proposal would allow states to opt for a pure poverty standard for Medicaid eligibility 
for all people (like we do for children) jather than the old categorical eligibility categories. Not only 
would such an approach' simplify the rvfedicaid program for families and states; it would provide an 

, opportunity for significant coverage expansion. While any change in Medicaid almost always raises 
concerns amongst some advocates, this;proposal would be strongly supported by the Governors and 
advocates such as the Center for Budget and'Policy Priorities. (Cost: Depends on the proposal and 
projected coverage expansion take-upi rates). 

, , 

-Transitional Medicaid. Families cah currently receive Transitional Medicaid for up to 12 months 
after leaving welfare, but 'only about 20 tn 30 percent ofeligible families are enrolled. The program has 

,many procedural hurdles that make it rr{ore difficult to access than regular Medicaid coverage and the 
12 months transitional period is too short for many families. The budget could eliminate some of the 

I 	 ' 

current prescriptive reporting requirements now in the law (that, for example, requires families to report 
earnings in the fourth, seventh, and te~th months of coverage and divides the 12 months of coverage 
into two 6 month segments with different co-pay and benefit rules) and allow states to provide a full 
Ii months of coverage without regard to changes in family circumstances, similar to the 12-month ' 

I 	 . . . 

option for children that was adopted in the Balanced Budget Act. In addition~ the budget could 
provide states the option ofextending transitional Medicaid to 24 or 36. These9'de to be fully 
discussed, vetted, and costed out. The

l 
current program reauthorization sunset in 2001. , , 

, 

-Exten'd the Work Opportunity Tax ~redit 'and ~elfare-to-Work Tax Credits (\VOTe has already 
expired and WTW will expire in 1999); , 

e~~ . • : 

DISABll..ITY POLICY 
I 

1. Expanding the Defense Department's :"CAP" program. The Defense Department's Computer 

Accommodations Program ("CAP") purchases e:quipment for DOD employees with disabilities to allows them 

to keep working ifthey become disabled, or for pew employees just joining the workforce. By using a central 

$2 million fund for such purchases, individual offices do not have to bear the cost within their own budgets, and 


, 	 I, 

are less likely to be deterred from hiring a person with a disability.. CAP is also able to get better prices on 

equipment through its bulk purchases and expert!se. It has a showroom to help employees try out appropriate 

adaptive devices (CAP makes the decision on what equipment is purchased, not the employee). It has provided 


, over 9,000 accommodations since its inceptioq in 1990. This program is a good example of-how employers 
and employees are taking advantage of new (and increasingly cheap) technology, such as computers for the 
blind that talk and listen, and alternative comphter keyboards for people with dexterity problems, that allow 

\ 
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, people with disabilities to work. Expanding: the program has the strong support of the Administration's 
appointees with disabilities, in particular for Torty Coelho, chair of the President's Committee on Employment 
ofPeople with Disabilities. l 

, 	 I 
I 

Defense has estimated that it would cost $8 million a year to expand CAP government-wide, but this is likely 
overstated since CAP now serves the entire Defense Department 'for $2 'million a year. A more realistic range 
is $2 -5 million a year. While having DOD perform this service for all federal employees is a bit unusual, they 
have a great deal of expertise at this task and't~ey are ready to take on the added responsibility. 

r 

3. New BRIDGE, grant program. This' ~r<?gram would create interdisciplinary consortiums of service 
providers (employment,.transportation, etc.) to brtter assist people with disabilities in going to work.. NEC and 
DPC will receive revised proposal shortly from the President's Task Force on Employment of People with 
Disabilities and will evaluate and vet. II' , 	 . , ' 	 ~ 

, 	 I. . ' 

4. Information and Comm:unication Technolbgies for People with Disabilities. NEC has developed draft ' 
proposals now being vetted to ensure that new t~chnologies will be designed from the beginning to be accessible 
to people with disabilities. Ideas include leveraging federal government procurement, investing in R&D, 

)
funding industry consortia,. training the next generation of engineers, etc. (Tom Kalil is working Qn this, 
coordinating with DPC and OMB). ;. , 

i 

! 
\ 

" 
I 
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,, 
Tobacco Industry Documents. In October, we expect to receive· a plan from HHS 'outlining 

I 

how to.make tobacco industry documents more accessible to the public. Follow up work will be 
needed to implement this plan. WhIle w~ can probably secure ~ome private funding for this 
purpose, it is likely that federal.funding ~ill also be needed. . . 

, . 

. ! 
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Effects of Welfare Reform, on 
, , 

'Unemployment Insurance' ' 

" 

",by
Wayne Vroman 
I,, 

, Nurriber'A-22, in Series, "New!Federalisrri:lssues and Options for States',' , ' 

, , I, ' ., 

The nonpartis'an Urban Institute publishes studies, reports, and books on timely topics worthy ofpublic, , 
consideration. The views expressed are those of ithe authors and should not be attributed to the Urban Institute, its 
trustees, or its funders. i' . 

ne goal of welfare reform is to!m9ve larger numbers OfW,elfarereciPient, s into work. 
If the aims onhe 1996 federal; welfare' reform legislation are achieved, by 1998 

' , more than a quarter of the roughly 4 million adults who received Aid to Families with 
Dependent Children (AFDC) will be active labor market participants, and half are 

, slated to join the workforce by 2002. Many, if not most, will,no longer be receiving 
0" 

welfare benefits at that time . .:!. ' 

Low education and lack of work skills an,d experience put current and, former welfare recipients 
at special risk of unemployment. The national un employment rate for persons 16 and older in 
the labor force averaged only 4.9 p'er cent in 1997, bufformer welfare recipients can be 
expected to have jobles$ rates that are tWice the natiooal average.g , ' 

. ' i! .' 

Nonetheless, the anticipatedi'n crease i~'the unemployment pool resulting from welfare reform 
is modest. Because of low earnings and; other factors, only a small fraction of adult welfare ' 
recipients who enter thelabor'market will become eligible for une'Tlployment insurance (UI) 
benefits under current rules. ryloreover, neither federal nor state laws governing eligibility are' 
likely to change in ways that will e,nhance access to unemployment benefits for unemployed 
former welfare recipients. Thus, these new workers' impact on the 'UI system, in terms of 
added t;>eneficiarie~ a~d costs, ~ill be hardly noticeab.le. 

,HoW' Unemployment Ir-s~rance W:orks,', ' 
'j 

State UI progr~ms are designed to pay cash ,benem payments to individuals who lose jobs ' 
, through no fault of their own. These payments provide temporary, partial re placement forthe 

loss of labor market earning~ occasion~d by unemployment. In 1996, the number of active 
claimants averaged 2'.6 million per wee~ or 35 percent of alJ unernployed persons aged 16 and 
older. Benefits typically equal 50 to 70 percent of previous after-tax wages for weeks when " ' 
benefits are received. Aver age bellefit duration ranges between 13 and 16 weeks, with a'limit 
of 26 weeks. , ' L .' ' ' : ' 
Unemployment insurance programs arJ administered by the states and exhibit considerable ' 
variation. In 1996 the weekly wage of cpvered workers aver~ged $548'nationwide, but ranged 
from more than $700 in three states to less than $400 ill two states (table, 1). The nationwide 
ratio of insured unemployment (active claimants or, IU) to total unemployment (TU) among ,all 
persons 16 and older averaged 0.3p1 in 1996. But state-leveIIU:TU ratios fell below 0.250 in 
eleven states and exceeded 0.500 in fiVe states. Low.AU:TU ratios were more common in the 
southern and Rocky Moun~ain states, 0hile high ratios were more characteristic of states in , 

1 
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the,Northeastand along th~ Paci,fic coast . . ...... ........ ; 


Interstate diversity in benefit recipiency r9tes refleCts bQth monetary and nonmonetary UI 
eligibility requirem~nts. Monetary eligibility criteria vary among states, but typically the' claimant 
must have earnings that exceed specifie~amountsduring an earlier 12-mbnth base period. 111 
nearly all states; the basel 'period is the earliest four of the·past five fully completed calendar . 
quarters. To be monetarily. eligible, the cl~imant must have earheq more than,a specified.. . 

. amount for the full base period and a sedond (lower) amount fprthe quarter of highest 
'earnings during' the base period.~· ·1 . . . .' '.' .'. ',,: .. 

. 	 . .' 1'" 
Small Impacts on the Syslte"m 
Knowing how.many unemplOye<;tworkerJ inthe gener~IPop(J!atio~ ~pply for 'and receiveUI 
benefits helps us ~nderstand why fd~me~welfare recipients who are unemployed will have.only . 
a mode~t effect on the UI system. '.. ,'. . ':. . . .'.. 

About half; of 8;1 persons whoexperiencelunemptoyme~t aPRly fo~ unemployment benefits.. . 
The combined effects' of monetary and nonmonetary disqualifications preclude' ~bout 30 

. 	percent of applicants from receiving benefits. Others who satisfy·all eligibility criteria .do not . 
actually collect benefits mainly becausefhey return towork quickly following theirjob . , 
separations. In the aggregate, the nurnb~r of actual recipi$ntsranges from .60 percent to 70· . 
percent of applicants. Between 1.990 and 1996, the national r~cipieocy rate averaged 0.34 of 
all unemployed individuals: Recipiency rates are highestduring the early stages of recessions 
when an increased share of the.unemplqyedare job lOsers. Within the pool of unemployed . 
persons, UI recipients are disproportionately job losers,. qisproportionately.older, and . , 

disproportionately mal~:... .. ~ '.1 .. ... ' .... : ". :.... ...•.. '. •. . ' . 
. Relative to the current pool of jobless workers, unemployed welfare; recipients would be less. 

likely to receive UI benefits forfour reasqns. First, a measurable:'share who experience 

unemployment will find itdifficultto satisty.Ul's monetary.eligibility criteria, which most· .. 

adversely affect workers paid loWe. hourly ~ages. Alt~ough monetary eligibility requirements are 

not particularly ~tringent f?r full-time wor~ers and those with hourly earnings close to -the .... 

statewide average,1 they are 1T10re stringent for those who work short weekly hours and/or are 
paid low hourly wages. Former welfare' recipients are not likely t6 earn the average weekly . 
wage du.e both t6 short hours and low-wage rates. 'If a sit:lgle mother formerly on AFDC in . 
Kentucky makes, say, only·$103 working 20 hours a week attheminimum wage~($5.15), sn~ 
would have to have worked 14 . .6 weeks ~o qualify for UI, i.n contrast to the 3.1 weeks for the 
worker receiving. the average weekly wage (table 1)... ....... . .'. .: 

'Second, the definition ~f the.bai~e peribdlfordetermining eamingS~1i9'ibility is also· likely' to-: .. 
reduce this population's access to unemployment benefits. Most states do ·not recog"nize . 
recent earnings-'from the quarter when the UI claim. is filed and from the full preceding· . . 
calendar quarter-in determining monet~ry eligibility: This often makes it difficult for low-w~ge . 
workers who are paid on an' hourly basistand who work intermittently~both categories that '. ' . 
. apply to .former AFDC recipients-to meet th~ earnings reqllir~d forUI eligibility.2 .. ". . 

The third fact~r inhibiting form~r welfare.~eciPi~~ts' receipt of UI be~efitSiS rela"ted to the .. ' 
'reasons .for leaving work. Quits anddisc~arges formisconduGt typically disqualiJy applicants·~ 
for unemployment benefits. The disqualification:PElnalty usually lasts for the entire spell of .. 

; unemployment, plus a short timeintervalfatthe subsequent job While the person "rE?qualifies."§ 
. The majority of former AFDC recipients ~r.e single mothers who have family responsibilitit7.$·. . 

that are likely tocause above-average r~tes of separation from work forreasons.that will be 

deemed.disqualifying. Fewer than half o~ states recognize· personal reasons for leaving ... 

employment such as to take care of illness in the family, nor do they allow benefit payments 

when the person later seeks reemploym~r:Jtln short; disqualifying job separations will . 

probably occur more frequently among frmer welfare recipie.nts than among the overall 
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unernployed population. i
I, 

.' 
. I 

Finally, all states require thaUhe UI applicant be able towork and be available for work. Since 
availability in most states is interpreted td mean availability for full-time work, this would cause 
many eligibility disqualifications among fdrmer welfa~~ recipients. Other reasons for 
disqualifications could. include failure to p:rovide evidence of active work search and failure to 
report for required periodic reassessments of continuing eligibility. . 

i . 
Low Added Costs I 

i 
I ­

Due to the inability to satisfy monetary or. other UI eligibility criteria, no more than 20 percent of 
former welfare recipients who experienc~ unemployment would be expected to be eligible for 
unemployment benefits. Moreover, the per case cost for these eligibles is likely to be 40 to 50 
percent lower than the costs for current ~I recipients. Below.,average base period earnings 
would limit former welfare-recipients' we~kly benefits and weeks of potential benefit duration.Z 

, I·.' 
Assuming that welfare reform added 1 rnillion persons to the labor force in 1998 and that 

former welfare recipients had an unemployment rat,e of 10 percent, the total number of 

unemployed individuals nationwide woul~ increase by 100,000.~ If20 percent of former 

welfare recipients receive UI benefits an~ have a per case cost that is half the national 
average, the number of UI beneficiaries ~ould increase by about 20,000 in 1998 and costs by 
about $100 million (in 1996 dollars). This;would representa 0.8 percent increase over the 

. current UI cas,eload and a 0.5 percent addition to total benefit costs. In the year 2002 both' 
percentages would be doubled, assuming that, by then, 50 percent of former AFDC recipients 
had joined the laborforce and that the u~employment rate for adult welfare' recipients was 
about 10 percent, or twice thenational average. These added costs are modest, and would be 
even lower if the McMurrer, Sawhill, and [Lerman (1997) estimates of added labor force growth 
are correct. I, ' .' .' 

Laws Unlikely to Expand ]Eligibility 
. . i , 

Existing factors that limit low-paid, hourly: workers' access to UI are set by laws that are . 
unlikely to relax in the current economic and political climate. The states determine most 
legislation governing UI benefits and taxes but must satisfy federal requirements pertaining to 
timely eligibility determinations, a minimum UI tax base per covered worker, and a maximum 
employer tax rate. Faced with prospectiV:e new UI claimants-due to welfarereform, one might. 
expect state-level legislation to ease theltransition into the labor market for AFDC recipients. 

, But UI' legislation to assist such persons ihas not emerged in 1997-1998, nor is it on the 
horizon. Moreover, current state and federal laws that severelY: curtail the number of low-wage 
workers (and thus former welfare recipients) eligible to receive unemployment are not likely to 
change soon in ways that will broaden this population's access to UI benefits.. 

, I 

This seems to be the case despite suggkstions at the national level to liberalize eligibility 

criteria. Among its 1996 recommendatio~s, the Advisory Council on Unemployment 

Compensation (ACUC)-appointed by Qongress and the president to suggest ways to 

improve the UI system-stipulated methbds of increasing access to beriefits.~The ' 
recommended changes, if implemented,: would be favorable to low-wage workers, including 

, former welfare recipients. Among the ACUC sLlggestions: base UI eligibility on hoursof work 
rather than total earnings; offer an altern'ative base period that would include some or all 
recent earnings; and allow those seekin~ part-time work to be eligible for UI if they previously 
worked part-time. It is unlikely, however,lthat more than a few states will voluntarily adopt 
many of the ACUC recommendations relating to expanded benefit access-because of . 
possible increases in UI taxes that could follow. . 

I 
Most states appear motivated to operat~ UI programs at their current level or at a reduced 
scale, not to expand eligibility. The trend among state legislatures is to lower taxes to , 

! 
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favarably affect the' busine'ss climate 'andjt6 tighten UI administratian to. ensure that eligibility 
provisians are clearly defined and strictlylsnfo,rced. States' desire to.. hald dawn un-emplayment 
insurance casts was reflected in their respanse to. the' mast impartant federal UI legislatian af 
the 1990s-the Emergency Unemplayment Campensatian (EUC) Act af 1991. Under this 

. legislatian, states were given the aptian of establishing an alternative mechanism far triggering 

federal-state Extended Benefits (EB), which are financed an a,50-50 basis by the states and 

the federal gavernment. Only seven states elected to. implement the alternative trigger, even 

thaugh it was generally recagnized as m~re likely to. activate EB than the preexisting trigger. 


, i . 
The EUC program also. provided federally funded emergency Ul,benefits to. state-identified . 
lang-term unemplayed persans who. exhausted regular UI benefits. All states, to. arie extent ar 
anather, gamed the EUC program by rna'king it easier fOr claimants eligible far benefits from ' 
the state-financed regular UI program to. ;secure "alternative" EUC benefits. Warkers,with " 
remaining EUC eligibility were given a cHaice between state-financed regular UI and federally 
financed EUC benefits. Of the twa, EUC :typically provided far higher weekly payments .. A 
warker electing to. receive EUC payment$ retained full eligibility far regular UI benefits after 
EUC eligibility was exhausted. Nat surpri,singly', when presented with the aptian,mast 
claimants elected EUC. Bath respanses to' EUC were largely mativated by state desires to. 
ecanamize an state-financed casts af UI:benefits. '..', 

. , I 
, . ,'. . 

Legislative changes at the state level underscare states' reluctance to. expand UI eligibility ar 
to. increase emplayer UI taxes. Between 11992 and 1997, 14 states added provisians to. 
disqualify from eligibility persans discharged fram emplayment far refusing to. take a drug test. 
During the same periad, 13 states enacted provisians that disqualify emplayees aftemparary 
help agencies whase temparary assign~ents ended but who. did nat repart back to. their 
agency priar to. filing far benefits. Thus, while same individual·states may madify eligibility 
provisians to. enhance the eligibility af la0:wage workers'far UI benefits, this practice seems' 

. unlikely to. be widespread. '1·..· '. " 
.' " 

In addition, aver the last few years' state~ such as Kansas and Narth Carolina, which 
traditianally have maintained large UI tr~st fund balances, have enacted majar UI tax 

.. reductians. (In 1997 alane, 16 states en~cted UI tax reductians.) .Thecansequences af these 
reductians are nat immediately apparent because the ecanamy is aperating .clase to. full 
emplayment. These UI tax cuts are sla~ing the paye af trust fund accumulatians that typically 
accW durin'g periads af ecanan-lic expan:sion.1Q At the end af '1997, reserves as a perceritage 
af cave red wages had anly been restared to. abaut 80 percent af their levels at the end af 
1989, just priar to. the last recessian. It is clear that state lH programs will enter the next 
recessian with fewer reserves than at th~ start af the last recessian in 1990. This averall 
financing situatian may also. militate aga1inst Uleligibility expansians that cauld benefit welfare 
recipients maving into. the warkfarce. '1 

Lo<?king lForWard 
. i . . 

Under a 1998 cangressianal propasal, added' manies far the administrative casts af . 
implementing Urwauld be made availa~leta.states that enact an alternative base periad. 
Given cangressianal actian during 1997j an the sa-caliedPenningtan case, hawever, it ~eems 
unlikely that the propasal will be enacted . .!1ln the near term, it is nat likely that we will see 
widespread adaptian amangthe states pf an alternative base periad thafwauld increase 
access to. UI benefits amang unemplayed law-wage warkers.· 

. .' , .... i, .' " , 
If instituted by states, an alternative base periad would have directimplicatians far welfare " 
refarm. Adult welfare recipients who. wa;rk are dispropartianately law-wage warkers who. wauld . 
benefit from easier manetary eligibility requirements .. Haw·ever·, an unemplayed'welfare 
recipient must also. satisfy nanmanetarY eligibility criteria. Quits and. discharges will still 
disqualify individuals from UI eligibility ih mast cases; and many states require that UI " 
claimants be available far full-time emp!ayment. Thus; it is nat abviaus that the receipt af 
benefits by~nemplay~d farmer AFDCr~cipients-,mast af wham are mathers and many·of 

I 
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, ',whom desire part-time j~bs-,wouid be signiflcantly,'enhanced by'thealternativ~base period:12 

, Nonetheless, the, adoption of an alternative base perioq would extend eligibility to more' " ' 
low-wag$ workers than at present. l ' " , , 

I 
, '., ' '.' ", '", '"""n'7:.:nr"; ", • ",: '" "',n , 

Former welfare recipients will, incr~asingly enter the labormarket, possibly swelling the totaL, ' 
,labor force byanadditional 2 milliQn persons by 2002. These individuals will have , 
below-average skills and will experience ~bove-avera'g~ L,lnemployment. During their spells of 

,'unemployment, a low fraction, perhaps o~e infive, will.collect L!I benefits. This'lowrate of 

" recipiency will, be attributable to low levels of earnings and failure to meet other UI ,eligibility 


criteria related to the 'Circumstances,of le~wing work and to ayailapility for work. 


Unemployment insurance ,programsi'n th~ states' willhardly 'notice the p~esenc~of, these 
added adults inthe labor force. Nor is it likely that UI programs will evolve in ways to enhance 
the eligibility of these persons. ,WI will play a very limited support roleJor former welfare 
~ecipierit.s-,. a factth?t willhavepartic~lal'IY serious cOri,sequencesforthose w~o reach the 
lifetime limit for receipt of TAN F benefits. " " ' , ~'. '., " ' 

. . ( ~ . . . . ,....I . . . 

Notes I
" : ' ' 'r" '~' 

,1 

1. AFDC was eliminated by the 1996 perso~alRJsponSi6jlity and Work Opportunity Reconciliation Act. When 
referring to welfare benefits in ,1997 and beyond, we mean assistanc~ provided by AFDC's successor 
program-Temporary Assistance for Needy Families'(TANF). " , ' '. " 

The initial work requirement in 1997 for most~elf~refamilies was 20 or more hours' perweek. The number ~f 

weekly hours is higher in later years, except for f~milies headed by a single woman with a chilq under ag~ six. 

Welfare recipients face time limits on the potential duration of payments. These limits are'likely to il1crease labor 


, market activity among, welfare recipients. ,'I .' ' , ' , ,~:,' ' , ' 

2. Assumptions made about thefuture:work patte~nsofformerwelfare recipients"are based on studies of the ' 
employment patterns cif low-wage workers and w6men who received welfare in.the past. See Gustafson and 
Levine (1997), Kaye (1997), andVromano(1995)'1 ' " . , ' " ,," ' '. ' 

3. Thedoll~r ttiresholds for base period earnings and high quarter earnings vary considerably.'Also, there may be 
requirements that speCify minimum weeks of em~loyment, minimum hours worked, or other 'patterns for earnings 
beyond the, base period and the high quarter. Aboulone-thirdof UI programs have one of these additional 
monetary eligibility reqUirements., " '! ' 

I , 

;4. Table 1 expresses states'base period earningJ requirements in terms of base pedod weeks of employment 
needed for eligibility. The base period earnings re~uirementsaregenerally low, with only nin'e, states requiring 
amounts above $2,500: Since former welfare recipients would be expected to earn below-av'erage Weekly 
amounts, the table also shows weeks of employment needed to satiSfy base period earnings for those paid the 
federal minimum wage of $5.15 per h<;>ur. For p,ersons working a 40-hour week at the minimum wage, the, base , 
period requirement exceeds 13 weeks in just eJgh't,states. For persons working 20-hollr weeks at minimum wage, 
it exceeds 13 weeks in 32 states. Even for those {vorking 20 hours at the minimum wage; however, in orily eight' 
states would the base period requirement translat:E! into mor~ than 26 weeks of employment In'general, monetary 
eligibility criteria' alone, though varied,are nottha~ difficult to satisfy.' ." ,','", '" , 

5. Gustafs~n and Levine (19~3."h, for example, ,fouhd ~hat ro~gtilyhalf of former welfcire r~Gipi~ntsin the National 
Longitudinal Survey of Youth would satisfy simula:ted UI monetary eligibility i,n data spanning from 1979 to,1994. 
Kaye (1997) fOt.md the monet<;lry eligibility proportion to be even lower; roughly one-th,irdof former welfare ' 
recipients. ,:, . ! ". , 

'6, Requalificationperiods effectively preciude eligibility during an initial'interval at the subsequent job, even if th~ 
person is laid off from that job. ,: . ! ' ,: , , 

, I . ' ,,' , , 

7, UI benefit formula~ in most states 'Operate to limit potential benefit duration for low-wage work~rs to fewer than 
26 weeks-:-often fe~erthan 20 week~. ", t "', " , " .' : " : 

8. Estimates of annual additions to the, labor for~ caused by welfare reform made by McMwrer, Sawhill, and 
Lerman (1997) are considerably' lower, ,about 1401,000 per year. Their estimates imply an increased labor force of ' 
about 300;000 in 1998 and somewhat less th~n 11,000,000 in 2002,due to welfare reform: " ,. 

. ! ' 
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9. See Advisory Council on Unemployment Comp:ensati9n, 1996, Col/ected Findings and Recommendations, 
1994-1996, Washington, D.C. The council sugg~sted 52changes in the unemployment insurance system. . 

, .!. . . . . 
10. For the six years 1984 through 1989, aggregate trust fund reserves in state accounts increased by an average 
of $7 billion a year. For the five years 1993·through 1997, the increase in these accounts averaged $3.5 billion per 
year. .! 

11. A court.case in Illinois decided in favor of Lovella Pennington, a UI applicant ineligible under the Illinois base 
period who would have been eligible if the state h~d offered an alternative base period that recognized more . 
recent earnings. Congress then overrode this decision in the U.S. Department of Labor's appropriation bill for the 
current fiscal year, by stipulating that only states 40uld set the base period used to determine monetary eligibility. 

i . 
12. Simulations by Gustafson and Levine (1997) suggest that monetary eligibility would be raised by 6.5 percent 
under an alternative base period. This estimate closely matches estimates made by Vroman (1995). However, 
nonmonetary disqualifications still would prevent ~any of these persons from receiving UI benefits. Gustafson and 
Levine estimate that 10 percent or fewer of applicants previously ineligible for UI benefits would collect benefits 
under the alternative base period. : 

I 
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·Table 1, 
" 

Selected Data' on State Unemployment Insuran'ce Program's by State 

Average Ratio of UI Base 
Weekly Claimants to Period 
Wa.ge Ut)employment Earnings 

Slate 19'96 1996· ,997a 

Base Period Earnings Requirement 
Ex!!ressed as Weeks 01 Work 

Slate l\'Ig. 40 Hours 20 Hours 
Weekl~' 31 MilL Wage aIMin..W'age 
. 1991 1997 '997 

". 
Alabama 471 0.314 1032 2"1 5..0 . 10.0 
Alaska 5B7 0.532 10i)0 vS 4.9 9.7 
Arizona 49':l 0..204 15.(:10 2J) 7.3 14.6 
Arkansas 416 OA44 1323 3.0 6.4 12.. 8 
California 601 0.393 1125 1.13 5.5 10.9 
Colorado 541 0.253. 1000 La 4Jr 9.7 
Gonneclicut. 707 O.4ll 000 O.S 2..9 5.8 
Dekllllare 594 0.403 :(20 U· 3.5 7.0. 
Dislticl o( Columbia 773 . 0.344 1950 2A 9.5 lIl9 
Floooll 4B1 0.248 34(l(l .66 16.5 3').0 
Georgia 5:kt 0.228 1350 2.4 6.6 13.1 
Hawaii S01 0.395 130 0.2 0.6 1.3 
Idan:) 441 0.435 1430 3.1 (t9 llHi 
Illinois GOO . 0.402 '1000 2.6 7,8 15,5 
Indianl1 510 0.270 2750 5.2 13.3. 26,7 
Iowa 44ft .0.354 11'90 2,6 ,5.6 11.6 . 
Kansas 464 0.263. 2010 4.2 9.8 19.5 

.Kentook.:! 464 O.2B8 151,)0 .3.1 7.$ 14.6 
Louisiana. 475 0.\99 12'',)0 2A·· 5.S· 11.7 
Maine 444 0..434 2620' 57 1:2..7 25.4 
Ma!yland 557 (1.321 9(10 ' 1,6 4,4 S.7 
Massachusetts 656 0.5H 2!XlO 2.9' 9.7 11M 
Michi~an Goa 0.423 2010 3.2 9.6 '19.5 
Minnesota 54:9 0.347 .1250 2.21 6.1 12.1 
MiS$issj~pi 409 0;305 .1:200 z.E' ' 5,1) 11.7 

. Missouri 5t.'9 (I,3S8 15<JO 2.8 7.,3 14,6 
Montana 300 (10416 13:98 3A I'L8 13.6 
Nebraska 438 0.286 12<JO 2J'5 M 11.7 
Nevada 518 0.. :)59 4(l(l 0] 1.9 3.9 
New Hampshire 535 0.209 2000 SJ) 13.6 n.2 

New,Jerse~ 664 0.433 20:20 2.8 9,6 19.6 

New Mexico 433 '0.1132 1421 3.2 6.9 13.8 
New York . 723 0.389 1000 2.. 1 :1J.~ . . 15.5 
Nonh Cruolina 46:2 0.327 . 2791 5.6 13,6 27.1 
NOr1h Dakola 401 a.3G8 .2795. 6.7 13.6 . 27.1 

. . ,,'. . 

, : 

J'. 

70f8 9/9/98 9:56 AM 

http://newfederalism.urban.org/html/anf22.html


"The Ul'~aR Institute - Effects ofW...man (Assessing the New F~deralism) . http://newfederalism. urban. org/html/anf22 .html 

Ohio 531 (1,303 2060 5.2 13.. 9 27.8 
Oklul10411a 437 0,225 15()O 3.3 1.3 14.6 
Oregon 511 VAS1 1(;(10 1}) 4.9 9]. 
Penl)sylvullin 54.7 0.5~\5 1320 2,3 (.1.4 12.8 
Rhode Isk1Jld 496 0.725 ;9>".)(1 3.7 fL2 i 8.4 
Soutll Carolina 454 0.266 000 1.9 4.4 8.7 
South Dako.a 382 (1,207 ·1288 3.. 2 6.3 12.5 

Tennessee 493 0,334 15.60 3.0 7.6 15.1 

TCl<:as 547 0.222 1628 'lQ 

('..~ ... , 7.9 15.a. 
. Utah 461 0.243 19()0 4.0 9.2 18.4 

Vermo.nl 459 0.4S6 1723 3.0 8.4 lB,7 
Virgit~ia 5.25 0.167 3250 6.0 15,8 31,6 
Washitlglon 543 0.449 3502 6.. ~ W.O 34.0 
West Vifgin ia 449 CI.31;7 2200 4.7 10.7 21A 
WJScorlSin 
W~(oming 

491 
4:YJ 

(1,552 
0<321 

1696 
1750 

3.3 
3.9 

8.2 
Jr.::> 

16.5 
'17.0 

Smrrcc: U.S. DL:i'l<IrlnH::~l of Lahor, Unemrlnymcnl lnsltrllllcc$eL'v(ct. Dnd tht U;'!lan In';lillrlC. Stale average WL:ckly 
wag(~s,ill' 1997 a$SLI1ncd to 11,,; '" pcrC(!llt high~:.l: than In 1:996. . . 
•l. earnings in Ihe 12-Inonlh bn$c. p~riod (iypk~:;IIIy ~hc ~"rlic.sl four ul' the P,lst lIve c~)l1lpklt;d calcildnl' (.ltJarlcr$j 
n~qllircd fl,Jf m\mctary digihility. 

About the Author 
, Wayne Vroman is an economist at the Urban Institute. He has conducted research on social protections related 
to work in juries, old age, and unemployment. His main focus of research is unemployment insurance. 
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3. Job Creation in, Distressed Communities. 

-Local Infra structural Improvement and Economic Revitalization Fund. Emil 
forwarded this idea to establish a :Federal grant program to fun4 local Inrra structural 
improvements. This would spark revitalization of declining or'stagnant low-income 
areas by providing funds to upgrade locai infrastructure. These Federal dollars could: 
leverage State, local; and private funds for suc~ Infra structural efforts. ". 

-Co'mmunity.Revitali~ation Ta~ Credit., LISC proposes a Community Revitalization 
Tax Credit (CRTC) --similar to the Low-Income Housing Tax Credit --to help 

, stimulate private-sector investment in commercial property in under served 
neighborhoods. 

-Community Development Corporation, Tax Credit. In 1993, we put in place a 
demonstration tax credit 'for investors in 20 CD~s. According' to this report for Bruce 
Katz' shop, at Brookings, this program has been effective. We could propose , 
expanding this CDC tax credit to more areas. The author of this report also p~oposes~ 
some changes fe', ~e the tax credit more effective., .'1,' ~'{)tt,..vt~/V\.(IC't~~· .L,,;1£­

.,.j. . n, .! " , <-11..1 "'" ~t'" ~~'fe~,. (], 1" () ,v 

•, I~).,f t-. I ~ (/JV\.V\~{J;e// .'I''''j'r .:~~ i{1 (/v'\ (,A. ~/fYO(.v-e_/ ' , . (to':,' 'Ji 
. -Expand a,nd RationalIze Employer-Sld~ TalIncentives. Th111wcludes EZs, . p M pI ~ , 
, WelfareloWork, WOTC, DC JobsCI;edIt., i(j'iJ'i.k~' :~'Vr4L~ 7 btl!') .J­
f . , (/f(~ill..~JI~¥v- 'J ~.'rc·"t!.-·.j.,.,.J'?·DVYINIJj ~ (lv".-1J~:.n0fft' 

, Glt @f.'\v)lAl\v,):Y"" ~ .of.VI ' LtJ I v, " 

, -Working Ven~ures Fund. ,Fund'one 6P'mo~e national n?n.:profit.s. 0 ~nd, evaluate" :Pf: .' qq , 
share best practIces, develop networks, and lmk non-profIts to th~lf bU.SllWSS . <-4)0/ 
co~unity, in the job training and placement field. ' as LISC and Ent~rpri~e ~o in. th9JlA , ti'~' 
hous,mg " . '"." flu:] cd (/'b\/rf, Cv~:(t/IA{j~/~if 

· . . '. ',., tJttl~fr~,r(3Jv<f-' v<i f/nft(~,* 
-Community Empowerment Fund. a) Include targeting ,tor welfare to work projects; r(.j . <::!, 

b) allow links'to venture capital focused onminority-owned.orsmall business in 
distressed areas; c) eliminate mandatory pledge of CDBG dollars for CEF loans. 

-Metro Jobs/Community Development Corporation (CDC) Link~. Wouldtarget 
job-poor but-CDC-seived central..:city neighborhoods to create. or strengthen a welfare­
to-work infrastructure that is place-based but eo Ie-focused and regiQnal in orientation 

! (where the jobs are). Would build o~~V1?_~:..I!rjgg~E,..tQ.:Work nd compleme~t 9,oL ... " 
___,~~ct...!!g§_tifQ.rts.._l0,cus~~~n'fO~ations of ass~:ted housi?g run. by~BOf'l!1 1 UJ:rrtv1 

C-.-?, j1YI/\ V\J Po Clh1w.-u>-.;>·Js u,U'zt-f /vt.t~, ., ~ M (J~ ,9vtoFtL~. v V·,' 
4. Low Income Savings. - Irs \'\1 $t/i~l'~~ - \8 .I '.~ - II A '7 ,••)., 

, ~~~ ~~ V~~~v~ I

In,:,oA? lIlt eff"\.cC! v--) r- . 
-Asset Development~·~}: Section 8 Voucher Recipients. Currently, an individual" still 
sees the size of theirl§uosidy reduced for each extra dollar he/she earns. This new idea 
from Liebman and Orszag would toll-over any savings --or' a part of the savings -~from 

\.L~ "'c'.N~. ATT'~ 
'k ~~ ~<-j5
1 i~ pv~t;to~ 

http:eff"\.cC
http:o~~V1?_~:..I!rjgg~E,..tQ
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11. "High Hopes" for Adults.. While the President has made enormous progress in making 

available resources for higher education for people ofall ages, the primary focus of' 

Administration informational campaigns and initiatives like High Hopes have been to 

encourage young people to go to college. A new initiative could combine two efforts. First, 

the Administration could 'launch an inforhlational campaign encouraging adults to go back to' 

school and inform them of new rysources available to help, including Lifetime Learning and 

Hope Scholarship Tax Credits, Individual Training Accounts under the new Workforce 

Investment Act, and Pell Gra?ts (which apparently few realize can be used for part-dme (\'.J\) 
 >{r 
·students). Second, a new "HIgh Hop~s" grants program targeted at adults, partly focused on L~ 
encouraging minorities and women to go back to school, could support local p'artnerships of '. 

.,~
.~r',., 

; ~' .:::~::~;~:::.~uc~;r:~:~:~:!~~::n:~~:~-:~"Ia~:~:~:~ ~:::otl~ ;n~:~::~:nd ...'l)~ 

programs that will help them succeed in their local job market. \.;\J ~ 

'l')~12. Encourage High Schools to Offer/Require Service Learning. We should consider 
expanding the service learning initiative (Learn and Serve) to encourage more school districts \J./­
to incorporate service into their education programs. The service learning program could be ·f 
expanded to provide a stronger infrastructure, e.g., service coordinators for high schools, in 

order to make the service experience both more rewarding and educational for students. 


HEALTH 

1. Long-Term Care and Medicare Reforms for Elderly, Disabled and Their Families. 

• Long-term care tax credit. Along with the la~k of coverage of prescription drugs, . 
the poor coverage 9flong-term care represents a major cost burden for the elderly and 
their families. Long-term care costs account for nearly half of all out-of-pocket health 
expenditures for Medicare beneficiaries. This proposal would give people with two 
or more limitations in activities of daily living (ADL) or their caregivers a tax credit 
of $500 (or more, if affordable) to help pay for formal or informal long-term care. 
This initiative would be coupled with other. long-term care policies (e.g., offering 
private long-term care insurance offering to Federal employees). (Cost: About $4 
billion over 5 years, offset by closing some tax loopholes, and would help about 3.4 
million people). 

• Offering private long-term care insurance to Federal employees. Since 
expanding Federal programs alone cannot address the next century'.s long-term care 
needs, the Federargovernrnent --as the nation's largest employer --could illustrate that 
a model e11;lployer should promote high-quality private long-term care insurance 
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finns that'do not offer continuation coverage or cannot afford individual insurance. 

The proposal would provide temporary premiym assistance for up ·to six months for 

workers between jobs who previously had health insurance through their employer, 

are in between jobs, and may not be able to pay the full cost ofcoverage on their own. 

(Costs depend on whether it is done as a demo (about $2Sbillibn over 5 years, which 

would help about 600,000 people) or nationwide (about $10 billion over 5 years, 

which would cover about 1 A million persons)). 


• Children's health insurance outn;ach (FY 1999 budget; not passed and new 

policy). By the first anniversary of CHIP, we expect about 45 states to haveCHIP 

plans approved. These new expansions have.great potential to help uninsured 

children, but.not if families do not know or understand the need for insurance. 

Moreover, over 4 million uninsured children are elIgible for Medicaid today. Last 

year's budget included several policies to promote, outreach,including allowing states, 

to temporarily enrolling uninsured children in Medicaid through child care referral 

centers, schools, etc; and allowing States to access extra Federal funds for children's 

outreach campaigns. An additional proposal is to pay for a nationwide toll-free 

number that connects families with state eligibility w~rkers. NGA is sponsoring this 

line for one year only;, such a line is essential for the nationwide media campaign that 

we areplanning to launch in January with the NGA and America's Promise (Colin 

Powell's group). (Cost: Between $400 and $1 billion over 5 years.) 


~ 

• Parents of children on ~HIP (new policy). Since children who are uninsured 

usually have parents who are uninsured, an easy way to target uninsured adults is to 

extend eligibility for Medicaid or CHIP to parents ofchildren covered by these 

programs. This has been done successfully in some states, through MediCaid 1115 

waivers, and would be a logical next step to covering low-income adults. (Cost: 


~::::::~s::::::::::g~:Z:::: ::-:;h'::::i:':::i::::fication (new 4<2 
policy). In the wake of welfare reform, Medicaid eligibility rules have become ~ven '( -/', 

, ' (ii' I
more complex since states must cover people who would have been eligible for ,J" ,,'j 

AFDC under the old rules. Additionally, Medicaid law allows sta.tes to cover parents '\'\~J\j' tJ~, (~ 
but not adults without children --even ifthey are very poor. This proposal would / .~ ~ 
allow states to opt for a pure poverty standard for Medicaid eligibility for all people /r\l\'GI¢-'~~"i1 
(like we do for children) rather than the old categorical eligibility categories. Not\J~v , l' 
?nly would s~ch an approach. simplif~ t~e Medicaid program fo~ familie~ and states; L/ ;,:-~\JJ' 
It would proVIde an opportumty for slgmficant coverage expanslon.Wh~le any' \~\J\\" 

, change in Medicaid almost always raises concerns amongst some advocates, this t" 

.. proposal would be strongly supported by the Governors and advo,cates such as the 
Center for Budget and Policy Priorities. (Cost: Depends on the proposal and 
projected coverage expansion take-up rates). 
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~Voluntary purchasing cooperatives (FY 1997,1998, and 1999 budgets; not 
passed). Workers in small firms are most likely to be uninsured; over a quarter of 
workers fn firms with fewer tqan 10 employees lack health insurance -almost twice 
the nationwide average. This results in large part because administrative costs are 
higher and that small businesses pay more for the same ,benefits as l~rger firms. This 
proposal would provide seed money for states to establish voluntary purchasing 
cooperatives. These cooperatives would allow small employers to pool their 
purchasing power to try to ne~otiate better rates for their employees. (Cost: about 
$100 million over 5 years). 

: 3. Increase the Indian Health Service budget. In order to reach more of the targeted 
population, we should provide a significant increase to the IHS budget in order to address 
areas such as substance abuse, elder health care, injury prevention, domestic violence and 
child abuse, and sanitation facilities. ' 

HOMELESS 

1. Homeless Veterans. The National Coalition of Homeless Veterans estimates that there are 

as many as 275,000 homeless veterans on any given night. According to the Department of 

Veterans Affairs, an approximately $60 million inc'rease in funding would constitute the 

single largest investment into breaking the cycle ofhomeless ness among veterans. This 

proposal would seek to increase residential alternatives, community-based contracted care, 

job preparation activities, stand down activities (community-sponsored events that conduct 

one-stop service delivery programs for homeless veterans), the distribution of clothing, and 

long-term housing. The VA estimates that this proposal would positively impact 

approximately 100,000 to 150,000 veterans 'annually. 


2.' Allow VA to sell surplus property with 10 percent of proceeds going to homeless 

veterans. OMB proposes to amend the Property Act of 1949 to create a 5-year pilot project 


I ' 

for the VA to sell off property with 10 percent ofthe proceeds going to local homelessness 

projects under the McKinney Act (with this 10 percent beirig earmarked for homeless , 

veterans) and the other 90 percent'going to the VA for capital funds (buildings, equipment, 

infrastructure, but not staff). Currently, the way the law works is that all the proceeds,from 

surplus property goes to homelessness, but this has not provided an incentive to the agencies 

tO,sell property because they do not get,to keep any of the proceeds. OMB states that since 

1989, only one piece of property has been sold under this provision. OMB will be 

circulating their proposal within a couple ofweeks. OMB would propose to permit VA to 

sell ~5 pieces of property, but does not have a cost estimate yet. ' 


. Homelessness Demonstration Project Modeled after TANF. Funds could be set aside ' J 
~in the FY2000 budget to create a demonstration project so that one state, region, or locality 
, could try to move persons from homelessness to self-sufficiency. The demonstration project 
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, , '. • 1)/";/\ 0JF 
should set up performance goals slI:ular to T ANF, so that there IS ~ measure of how many LYJl!' j ~ I) 

persons have been made self-sufficIent. There could be a performance bonus for the' ~~{vJ 
demonstration project if the goal of the project is met..· ~ . ~r , 

4. Medicaid Outreach Project for Homelessness. A Medicaid outreach project could be set ~'t\i~}· 
up, similar to the CHIP outreach project, that would reach out and cover homeless persons. cYv\J~; 

We should develop a cost estimate to determine that, over time, dollars would be saved if , ,-{,{if'.! 

persons are treated under Medicaid rather than on an as-needed basis in emergency rooms 

and clinics. This idea could be expanded to reach out to more than simply the homeless 

popUlation to include all groups who are Medicaid-eligible. 


CONSUMERS 

1. Consumer Bill of Rights. A consumer bill of rights could address a number of areas such 
as enforcement, notice to consumers, and dissemination of information. We could announce 
this bill of rights as a package, but then pull out separate pieces for separate events like we do 
in the Patients' Bill of Rights area. We could include a number of different areas such as the 
following: 

- Auto Insurance Fraud. Auto insurance fraud is a $13 billion-a-year problem in 
America. We could propose significant funding for a Justice Department anti-auto 
insurance fraud. Since an estimated 13 percent of auto-insurance premiums go to pay 
for fraud, we could claim that this effort will help drive down auto-insurance 
premiums. 

- Slamming/Cramming. Cramming, in which ,con artists ~dd bogus charges to 
consumers' telephone bills, and slamming, the unwanted switching of long-distance 
telephone service from'one carrier to another, and are the top two respective 
complaints reported to the National Fraud Information Center in 1998. In'1997, the 
FCC received more than 20,000 complaints from customers who were slammed. So 
far, the FCC has fined slammers, announcing a $5.7 million fine this year, and 
announced voluntary guidelines for cramming that local telephone companies say 
they will follow. We could add money for enforcement to the FCCandior DOJ. In 
May, the Senate overwhelming passed legislation that would impose new penalties on 

J slammers and would eliminate common slamming methods, such as contest entry 
forms that, when signed by unsuspecting customers, authorize a switch of their 
long-dist"ance carriers. 

-Telemarketing Fraud. Telemarketing fraud is among America's worst 
white-collar crimes, robbing unsuspecting victims of an estimated $40 billion per 
year. We could increase the FBI budget to increase investigations of this type of 
fraud. Recently, the Washington Post reported that volunteers from the American 
Association ofRetired Persons (AARP) work undercover for the FBI, posing as 
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Smoking Cessation Proposals 
(DRAFT -- August 26, 1998) 

Purpose:' 

, This memo identifies various executive actions we can take iIi order to increase access· to' 
smoking cessation services in federal p~ograms. We could package these actions in a series of 
three ,announcements over the next six to nine months, which are described below in mor~ detail: 
(1) fall-- announce new DOD anti:-tobacco plan, and new DOL and OPM tobacco-free, 
workplace programs; (2) winter -- propose Medicaid and Veterans coverage ofcessation benefits" 
through FY2000 Budget;'ai1d (3)spring,-:-expand coverage ofcessation benef'itsin FEHBP. 

Background: 

Each year, 20 million smokers attempt to quit, but only 1 million, or 5 percent, succeed. 
More than 90 percent smokers who attempt to quit do so on their own,; and the vast majority fail 

,,/ 
within 2 to 3 days. However, research shows that 'effective cessation methods could raise success 
rates :to 10-20 percent (over 2 million people annually). 

The Agency for Health Care Policy and Research (AHCPR) endorsed 5 smoking 
cessation methods. that have been proven to be effective in helping people to quit:· gum, patch, 
nasal spray, inhaler, and pill (zyban).IAHCPR also stressed the important role of physician 
counseling in smoking cessation. A full course ofthese treatments costs around $200-300 (for a 
three'months supply, without counseling). However, less than half ofmanaged care organizations 
provide coverage of any AHGPR-approved therapies, and those that provide coverage may, ' 
impose cost-sharing requirements that hinder access to treatnient. In fact, a stuq,y ofmanaged 
care in: Washington State found that eliminating copays fo,r smoking cessation services 

, significantly increased partjcipatIon rates.' 	 , 

, Proposed Events: 

1. 	 Fall-- Announce new DOD anti-tobacco plan, and newDOi., and OPMivorkplace 
programs. 

DOD: While the Department ofDefense has historically had very high rates ofsmoking, 
they are making progress in this area. In 1980,.50 percent of military personnel smoked; this rate 
declined to 31.7 percent in 1995. Moreover, 11.3% of smokers quit within the past year, and ' 
42.7% of current smokers tried to quit. DOD tobacc9-related health care costs are estimated to ' 
be approximately $1.3 billion each year. Recently, the DOD fonned a Tobacco Use. Reduction 

. 	 . 

, t 

,I The gum and certain brands 9f the patch are available over the couQter and account for 50;-70% of the 
market share; the other methods require a presyription. 

1 
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Workgroup in order to further reduce smoking in the military, in order to meet Healthy People 
2000 goals for smoking, and to besmoh:-free by 2010. 

DOD is planning a number of tobacco-related initiatives which could be announced this 
fall. These initiatives inClude: 

• 	 incorporating anti-tobacco messages into education and training programs for military 
personnel and commanders; 

• 	 launching a military-wide tobacco counteradvertising campaign; 
• 	 requiring data collection and arumal assessments regarding tobacco use; 
• 	 including questions about tobacco use in all medical ~valuation assessments; and 
• 	 covering over-the-counter nicotine replacement therapies under military health care 

coverage.2 ,(The estimated annual cost of this benefitis $60 million;. mandating coverage ' 
is contingent on the availability of funding.) 

DOL: The Department ofLalJor has two initiatives in place which encourage and assist 
businesses to establish drug-free workplace programs: (l)Small Business Initiative, an outreach 
and education initiative designed to alert small business to steps they can take to address 
employee substance abuse; 'and (2) Substance Abuse Information Database, available on the web, 
which provides infOlmation to business and employees on workplace substance abuse and . 
prevention programs. DOL has devised a plan to expand these initiatives to include tobacco use, 
w!1ich we could announce this fall. 

, DOL estimates that it would cost approximately $63,000 to implement these changes. 
Because their substance abuse budget ~as been cut from $2 niiilion 8;nnually to $350,000 in 
recent years, they would need a commitment from us in terms of resources before they could 
implement this proposal. . 

OPM: OPM has developed a model program, which we could announce, for federal 
agencies interested in using appropriated funds to provide smoking cess,ation benefits to their 
employees. (This effort builds on the 1997 Executive Order banriing smoking in federal 
buildings, which encouraged agencies to use existing authority to establish programs designed to 
help employees stop smoking.) 

2. 	 Winter -- Propose Medicaid and Veterans cove;age through FY2000 Budget. 

Medicaid: Astudy by the Center on Addiction and Substance Abuse at Columbia 
University found that over 42 percent ofMedicaid recipients smoke, as compared to 25 percent 
of the general popUlation. The same study estimated that tobacco-related illness accounts for 

2 Currently, the military provid~s insur~nce covenig~ for all prescription drugs (including prescription 
NRT), but not over-the-counter drugs. 
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over$8 billion in Medicaid costs eachyear. 'Nearly 10 percent ofall Medicaid hospital days are 
attributable to smoking. 

Smoking cessation pres1crjptlon and non-prescription drugs·are optional state benefits 
under the Medicaid statute. (Other optional prescription drugs include drugs topromote hair 
growth, weight loss, or fertility.) While the statute does not address coverage of cessation 
counseling services, states have some discretion to define what services are "medically 
necessary" and require coverage. Currently; 23 states cover Zyban, 6 states cover n~n­
prescription treatments, and ,5 states cover cessation counseling. 

, We have a number ofoptions for executive action regarding Medicaid coverage of 
smoking cessation benefits. First, we could propose through the budget mandating Medicaid 
coverage ofprescription and non-prescription smoking cessation treatments. The McCain bill 
included such a provision, which CBO estimated would cost $120 million over 5 years (HCFA' 
estimated $114 million). Second, we could propose through the budget an enhanced FMAP rate 
for smoking cessation treatments, in order to offer the states an incentive to cover these services. 
The Hansen-Meehan bill establishes a 90 percent match rate for state costs of smoking cessation 
services. HCF A estimated that the cost would be about $ i 10 million over 5 years3 (it assumed 
that 75 percent of the state~ would cover these b'enefits as the result of the enhanced match after 
two years). Third, we could send a letter to all State Medicaid Directors encouraging them to 
offer coverage ofthis optio~albenefit. . . 

Veterans: Of the 25 million veterans in this country, approximately 8!9 million smoke 
(36 pyrcent). However, only certain categories ofveterans receive their health'care through the 
V A system -- low-income veterans and those with a service-relate~ injury -- subject to the 
availability of funds (the program is discretiomiry). As a result, less than 15 percent ofvetetans 
receive their health care through the V A system. Currently, the system spenas approximately $16 
million annually for AHCPR-approved smoking cessation serVices for veterans who meet the 
eligibility criteria for V A health care services. This translates to about)8,500 veterans receiving 
smoking-cessation services each year. 

Our FY99 budget proposed a new discretionary program which would be open to all 
veterans who began using tobacco products while in the service, regardless of their eligibility for 
other V A health care services (services would be contingent only on the availability of funds). 
Under the proposal, the VA would contract with private sector entities to furnish AHCPR­
approved services to interested veterans. OMB e~timat~s that this proposal would cost $87 
million for the first year, and $435 million over 5 years. This assumes that 1 opercent of all 
smokers would participate in the program. While both appropriators and authorizers ignored the 
proposal this year, we could propose it again as part ofnext year's budget. 

3 This provision would result in a cost to the Federal Medicaid program from two sources:' (1) the higher 
matching rate (90%'.vs. 57%) for states currently offering cessation services; and (2) the enhanced matching rate for 
states that currently do not offer cessation benefits, but do so as a result of the 90% incentive match rate. 
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3. . Spring -- Expand coverage ofcessation benefits in FEHBP. 

FEHBP: FEHB pians vary in their coverage of smoking cessation benefits. Fee for 
service plans, which cover 70 percent of beneficiaries, are required to provide $100 in smoking 
cessation benefits.' Generally, this coverage does not kick in until after the calendar-year .' 
deductible has been met, and most plans restrict benefits to once per lifetime. Many plans only 
cover prescription drugs. HMO coverage of smokihgcessation benefits varies greatly. . '. 

, Each spring, OPM sends a call letter to contfactingplans, establishing the terms for the 
following year ofcoverage. Next spring, we could require enhanced coverage of smoking 
cessation services for plan-year 2000. One option is to raise coverage limits to more accurately 
reflect the cost of AHCPR-approved treatments~ andto raise the number of treatments allowed 
per lifetime to account for the fact that the average smoker requires three to five cessat'ion 
attempts before they successfuliy quit (i.e.;·require coverage of $30'0-400 per treatment, with .. 
three maximum treatments covered per lifetime). Another option is to waive the deductible and 
copayment req'uirement for cessation benefits. ' , . . , " 

FEHB is the world's largest employer-sponsored health ins~rance pr~gram, with over 9 
million beneficiaries. Private insurers generally look to FEHB as a benchmark on which they 
base their benefits. Improved coverage of smoking cessati()n benefits in the FEHB thus has, the, 
potential to establishan industry-wide standard ofcovenige, whose impact will be felt far beyond 
the p~?gram its~lf. 

" , .. 
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Record. Type: Record 

To: Jonathan Orszag/OPD/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Re: Section 8 Idea .Iill:! ' 

It's such a good idea that there is already something similar in law, albeit under the rubric of the 
"family self-sufficiency" program that would be phased out if the pending public housing reform bill 
passes. FSS predates and anticipates the renewed emphasis on using family housing assistance to 
support moving to work. 

The FSS provision permits "use of escrow savings accoun'ts for Section S homeownership" 
(authorized under a different provision, Section Sty)) and says a family in FSS who "uses assistance 
under section Sty) to purchase a dwelling may use up to 50 percent of the amount in its escrow 
account for a downpayment on a dwelling ... " The escrowed amounts are the difference 
between the rent paid, which is frozen at 30 percent of the income at entry, and 30 percent of 
income today I so that what would ordinarily be an increase in rent is escrowed. 
The ov~rall structure of the Sty) authority is rigid and rather complicated, so tha~ it hasn't been 
used very much. 

If and when we get authority for WTW housing vouchers, it should be possible to replicate this, 
along the lines you outline, for WTW participants only. This would limit the budget impact of not 
collecting rent at.30 percent of income, and also provide incentives for communities to design the 
subsidies so that they recoup the cost in other ways in order to aid the maximum number of 
families. The advantage of the broad waiver authority in the new language is that communities 
could design their own terms with HUD's approval or, if HUD wishes, it could prescribe a 
streamlined model for communities to follow. The issue here, and in general, is how prescriptive 
HUD should be initially, especially when there is so much to learn about the best use of housing 
assistance to support welfare reform. There is also a question about.the strength of the work 
incentive provided, relative to all other determinants of the family's work effort. 

james f. jordan/omb/eop 
emil e. parker/opd/eop 
sarah rosen/opd/eop 
weinsteiri_p @ a1@cd@vaxgtwy 
andrea kane/opd/eop 
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