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September 8, 1998

MEMORANDUM FOR BRUCE REED

ELENA KAGAN
: t
. o K
FROM: Domestic Policy Council Staff
I
SUBJECT: ' Compilation 'of Prellmmary New Ideas
i
!

CHILDREN AND FAMILIES | ]

1. Child Care. Reintroduce the President’s child care proposal. This includes: increased

funding for the Child Care and Dcvelo[pment Block Grant; increased tax credits for working

families to help them pay for child care; a fund to invest in programs that support early childhood
' learning and development; after-school care through the 21st Century Learning Center program;

and programs-to improve child care safety and quality through a fund to states to enforce

standards better, scholarships for chlld care providers, and additional funding for evaluation and

research ;

d :

2. Paid Parental Leave. Many workers, including those covered by the Family and Medical

Leave Act, cannot afford to take leave: at the birth or adoption of a child. This proposal would

provide paid parental leave for a limited period of time to working parents with family incomes

below a set amount. For example, a niew proposal could provide 6 weeks of paid leave to all new
parents who have been in the workforce either part-time or full-time for one year and whose
" family income is below $50,000, at a cost of $1 billion per year. This proposal could use the
unemployment insurance system to prov1dc the leave payments, but would be paid for by the
federal government. [
: {

3. Home Visitation. Home v1s1t1ng’programs in which atrained professional (such as a nurse)
pays routine and intensive visits to prcgnant mothers and new parents, have proven successful in
strengthening families and 1 1mprov1ng child outcomes, particularly reducing child abuse. We
propose to create a grant program to ﬁmd the development or expansion of home visitation
programs , with prlorlty given to areas with hlgh rates of child maltreatment.

‘|

4. Child Welfare. Each year, thousands of fostcr children “age out” of the child welfare -
system; at age 18, children lose their,foster care maintenance assistance funding, and many have
neither been reunified with their family nor adopted. In the next 3 years, approximately 65,000
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 system as they prepare for
independence. The ILP prov1dcs services to help foster care children earn a high school diploma,
receive vocational training, and learrfr daily living skills such as budgeting, locating housing, '



o ‘
planning 'a career, and finding a job. The program was begun in 1984, and has been funded at

$70 million annually since 1992. Fund:s are awarded directly to the States, which receive a base
amount by formula and additional funds 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 of the credit to families with children
under three, in order to better support working families. This tax credit may allow some parents
to spend more time with children by enabhng them to forego some income. The proposal would
benefit both families in.which both parents work, as well as families in which one parent stays at .
home. This proposal would roughly cost $5 billion over five years.

: » . ! .
6. Home Office Tax Deduction. We p“ropose an expansion of the Home Office Tax Deduction
in order to create incentives for parents to work from home so that they may spend more time
with their children. This proposal would allow the taxpayer to claim additional expenses of the
costs of working from home, such as Ir'1ternet 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 pollutlon costs associated with commuting.

7. Flex-Time: We propose offering tax credits to all companies that offer a variety of family-
friendly benefits, including flexible work hours for their employees compressed work weeks,
part-time work with benefits, job shanng, 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 the time crunch families are facing. In addition, it builds on
our flex-time proposal (which allows workers to take their over-tlme compensation as vacation
time) and family-leave proposal. ! )
8. After-school programs: In order t 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% of 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 Century 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 targeted to after-school programs run by communlty based
organizations.

CIVIL RIGHTS :
[

1. Enhance the CRS program at Justlce 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

! 2



litigation; and (2) provide CRS conflict.resolution training and technical assistance to
communities. The CRS is very popular Wlth 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 linked 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
responsibilities -- thus allowing, for example OCR at Education to have better access to. work
belng done by the Education Section at Civil Rights.

4. Becoming an American. A natlonal 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 of programs
that provide practical transition-type help to new immigrants -- such as understanding the public
education system; understanding the hbusing system, etc. According to the INS, there is a bit of
this being done on the community level but they do not fund any of it. Also, some of the
education bits are done by the Dept. of Ed. (adult education and/or literacy), but notin a
coordinated way. HHS funds some transition work for refugees This general idea was first
talked about by the Jordan Comm1551qn.

5. Sweat-Shop Initiative. Expand enforcement against labor abuses in "sweatshops" and on
farms that employ migrant'farm laborl’ers. Many of the wage & hour laws in place to protect low-
wage workers are not adequately enforced by the Department of Labor, in part because of
dramatic reduction in funding for theée 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 could 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. |

[
i
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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 in'CDFIs. We
could re-propose this $100 million non-refundable tax credit. The maximum amount of
credit allocable to a particular investment 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 community investment.

*Micro-Enterprise. Provide authorlzatlon and funding for CDFI Fund to provide:
technical assistance to micro enterprlse organizations and micro-entrepreneurs (PRIME -
Act, Kennedy-Domenici). ~

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

+Fair Lending. Continue to push the Fed to permit collectlon of data'on race and
income of small busmess borrowers consider legislation if this fails.

‘ \
+Capital Access 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 difficult small business loans.

2. Sustainable Development. = |

*Environmental Act1v1ty 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 1dent1fied three areas which would be candidates eligible to
teceive funding: brownfields; drinking water, urban river/waterfront cleanup, and the
creation of parks and other publlc spaces. Drinking water (as cities need to improve
infrastructure to meet the requirements of the Safe Drinking Water Act) and
brownfields are two areas that 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
would intersect with other Admlmstratlon initiatives like the Clean Water Action Plan,
Drinking Water Revolving Loan Fund, and TEAqu

*Urban River Corridors an;ﬁ Wetlands Restoration Projects. EPA proposes urban
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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 municipé]ities 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, 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 and sustain business as well as provide outlets for recreation.

«Community Preference and Visualization Tools. Building the social capital
necessary to changé 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 choices. EPA proposed to act as a catalyst in the
development and use of such mnovatlve decision making tools. The types of tools
would include: 1) Community Preference Surveys, which show communities pictures
of different neighborhood types and help the community reach a consensus about the
types of development that are desirable; 2) simulation tools, which would geta
community "development ready” or help a community experiment with alternatives that
have been proposed; and 3) new 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 astluna rates among children. '

Air Quality Credits. EPA proposes to provide incentives to transportation planning

~ by developing protocols for potential air quality credits toward state attainment plans
for locally-initiated strategies_fand projects that create less auto-dependent communities.
Similarly, the Agency proposés 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 brownﬁelds/mﬁll 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 quahty benefits, and allow credit for these activities under
the State Implementation Plai.

3. Job Creation in Distressed Comr;mmities.

i

«Local Infra structural Improvement and Economic Revitalization Fund. Emil
forwarded this idea to establish a Federal grant program to fund local Infra structural
1mpr0vements This would spark revitalization of declining or stagnant low-income |
areas by providing funds to upgrade local infrastructure. These Federal dollars could
leverage State, local, and private funds for such Infra structural efforts.

§ 5



+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 mvestment in commercial property in under served b
neighborhoods. :

\
-Community Development Corporation Tax Credit. In 1993, we put in place a
demonstration tax credit for 1nvestors in 20 CDCs. According to this report for Bruce
Katz’ shop at Brookings, this program has 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.

-E)rpand and Rationalize Employér-Side.Tax Incentives. This includes EZs,
Welfare to Work, WOTC, DC:Jobs Credit.

| . .
°Working 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 _]Ob tralnlng 'and placement field, as LISC and Enterprise do in the
housing : :

«Community Empowerment Fund. a) Include targeting for welfare to work prO_]CCtS
b) allow links to venture capltal focused on minority-owned or small business in
distressed areas; c) eliminate mandatory pledge of CDBG dollars for CEF loans.

eMetro Jobs/Community De\f'elopment Corporation (CDC) Links. Would target
job-poor but CDCsserved central-city neighborhoods to create or strengthen a welfare-
to-work infrastructure that is I)flace—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.

-eAsset Development for Section 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
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 Americans.

*Brownfields Meets Commufnity Development. Under this proposal, we would push
banks to invest in brownfields as part of their CRA commitments. - '
: 6 -
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5. Affordable Housing. SRR

*Elderly Housing Initiative. 1) Housing modernization grants to existing elderly
housing projects for modernization, physical redesign, and/or conversion to assisted
living; 2) Expanded and more flexible 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 component of assisted living costs. . S

» )
*Regional Affordable Housmg Initiative. Targeting regions with severe JObS housing
imbalance and established partnerships for regional collaboration, HUD would provide -
grants and loan guarantees to support planning, regulatory streamlining across
jurisdictions, and development

Vouchers. An expanded reqiiest will focus on incrementals, welfare to work, and
homeless.

6. Promoting Homeownership In Distressed Communities.

*Low-Income Homeownershib Tax Credit. Self-Help --a community group in North
Carolina --proposes a tax credlt for investors who provide second mortgages to low-
income families. This could 31gn1ﬁcantly reduce the barriers to homeownership among
low-income families, who do not really beneflt from the home mortgage interest
deduction. "

~ oIncrease Allocation of Mortgage Revenue Bonds. Each 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 bonds by sllghtly more than 50 percent and
then index it to the rate-of mﬂatlon

«Expand Use of Mortgage Cfedit 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 per homeowner) issued by state governments. MCCs
count against state’s ability to ‘issue mortgage 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 allowmg states to not have to count MCCs agalnst their
mortgage revenue bond base. ;

«First-Time Homebuyer Taijredit. The 1997 tax law put in place a $5,000 tax .
- credit for first-time homebuyers in the District of Columbia. To boost homeownership



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

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

-Homeownershlp Vouchers. Already authorized, would apply rental subsidies to
mortgage-related expenses for flrst-tlme homebuyers who were Section 8 tenants.

!

EDUCATION ,
i

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 early years of the program
are devoted to (1) incentives for people to enter teachlng and/or (2) teacher training and
professional development. \ :

°)
2. School Modernization. We’ve tried 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 \}vorking on an overhaul of the Safe and Drug Free Schools
Program, that will: (1) focus the program 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 collectioq and reporting, including school report cards on
safety/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
of this program will probably requlre 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 initiatives if we want to:

* Make sure there are qu:!:lliﬂed teachers in high poverty schools. First, ehcourage
and support state and local efforts to improve the preparation, certification,
recruitment, selection, induction, retention, evaluation, reward and dismissal of
teachers overall. Support necessary R&D on critical components of an upgraded

. system, such assessing teacher competence in the classroom. Second, work to end the
practice of disproportionately placing and keeping unqualified teachers in high
poverty schools. Require states to require prospective teacher to pass-basic

8
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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 (what rabout 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, help attract and retain the best teachers for high poverty
schools. Fund induction and continuing professional development programs in high
poverty schools. Provide incentives for Board- certlﬁed teachers to teach in h1gh
poverty schools. ;
* Recruit More Minority Teachers. Many believe that a major factor influencing
children’s success in educati:on is role models. Enhance current recruitment programs
o 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 provide an important link between schools and parents.

*Establish subject-specificjteacher/administrator training
1nstltutes/academles/centers in every state. There are crying needs to train existing
teachers in key subject areas 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 régions 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 for ensuring that every teacher
who needs it gets high qualrty, intensive and ongoing training in the subject and how -
to teach it. This could either substitute for or complement the current teacher training
program (Eisenhower Professional 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 profess1onal development. We could also estabhsh tralnmg 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 'érain 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 individuals with the knowledge and skills to provide the kind of
" leadership 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 not be a big-ticket item. '

{
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6. Urban/Rural Initiative. This could take two forms. One would be some version of
Education Opportunity Zones--a competitive grants program that rewards performance and
requires accountability. A second would be to create local performance partnerships, in
which local communities agree to create schools that are safe, have high standards and
qualified teachers, after-school programs, tutors and other forms of extra help for kids,
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 opportunltles (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 districts).

. .7. Choice Demonstration Program. 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 enabhng students i n low performing schools to move to better
ones. A variety of approaches should be encouraged including: -

* Community College Enr(f)llment. 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, because most
community colleges have faculty with subject matter 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. Transform urban 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
management firms, etc.  In éffect every school becomes a charter school, with a
distinct mission; control ovér its own staffing and budget, and accountable for results.
The local school board is respon51b1e for selecting the schools, identifying new types
of schools that might be needed and soliciting proposals to operate the school,
monitoring the performance of each school and holding it accountable. Under this
approach, all schools would eventually be schools of choice.[see Paul Hlll’s work for
background on this]

-+ Schools located at large employers. Encourage large employers to prov1de
facilities on site for schools!for children of their'own employees, while the school
district provides the teachers, 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

AN ‘- i ' ! 10
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sites are more diverse than residential neighborhoods (2) save the school districts the
cost of new facilities (3) save employers costs associated with employee turnover and
(4) increase parental involvement in the schools. o

*Expanding choice through smaller, schools-within-schools. Transform large,
impersonal schools into smal;ler schools-within-schools that would dramatically
expand choices within public 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 more students to get the personalized learning attention
that so many families want; it also may reduce discipline and violence problems. A
grants 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" schools concept by creating a competitive process to award contracts to
manage each school-within-a-school to teachers, non-profits, charter schools, etc.

8. English Language Acquisition._‘j 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 language competency is the key to success in schooling and the
economy. ESL and similar serv1ces should be made universally available to all
students who need them. Federal funding can provide matching grants to States to do

. this. The requirement--including 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 programs such as after-school and technology, should also be
designed so that in schools w1th s1gn1ﬁcant numbers of LEP kids, they are also

' focused on helping kids learn English within 3 years
e Support English Plus. In jaddition 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 who leave 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 arrived immigrant students. Many school districts are .-
facing an increasing number of secondary immigrant students who have low level
English or native language sl§ills, and in many cases, 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 rate),
these students must learn English, take the required content courses and catch up to

; :
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their U.S. peers. Some district have developed Newcomer programs --eithera
separate school or a school-within-a-school. These programs typically educate
students for a limited period of time (most for less than two years) before enrolling
them in their home schools. Three such schools are 4-year high schools. The
programs reach beyond the students themselves, providing classes to orient parents to
the U.S. and 63% offer adult ESL classes. There are currently 75 such programs in
18 States and the Center for Apphed LlnngtICS has sponsored an evaluation of their
effectiveness. {5

9. Quality pre-school education. We can propose an initiative to make quality pre-school
universally available, or at least universally available for poor kids. There should be two key
components to this. One is to provide a number of funding streams to pay for it. Head Start
should be the base, though we should also look at ways in which Title 1 could play a larger
role. Second, we should provide incentives to both preschools and school districts that
receive federal funds, to work together to help ensure that the preschools programs are
focused on helping kids get ready for school, by requiring the schools to reach out to
preschools and let them know what they expect kids to know and be able to do when they
come to kindergarten, and by gwmg the preschools the help they need to provide an
appropriate curriculum.

'10. Federal Matching Funds for AP courses and for AP and SAT/ACT Preparation.

. The President has made universal access to two years of higher education a priority, and has
~ created ways to-alleviate the financial hurdles. A logical next step in improving the quality
of access is to make all students more- competitive by closing the gaps in advanced course
availability as well as SAT and ACTf test scores. The Federal government could establish
funding matching mechanisms to en(i:ourage states to improve access to AP courses and
preparation for AP tests in low-income schools; in areas where AP courses are not available,
funds could be used for partnerships with community colleges that offer similar courses.
Similarly, matched funds could be used to do one of a number of things for SAT/ACT
‘preparation: pay for low-income youth to attend 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.

~ 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 focus of
Administration informational campau gns 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 informational campaign encouraging adults to go back to'
school and inform them of new resources available to help, including Lifetime Leamning and
Hope Scholarship Tax Credits, Ind1v1dual Training Accounts under the new Workforce
Investment Act, and Pell Grants (Whl_ch apparently few realize can be used for part-time
students). Second, a new "High Hop%:s" grants program targeted at adults, partly focused on
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encouraging minorities and women to go back to school, could support local partnerships of
business, community colleges, labor unions, one-stop centers and others to provide the
information and counseling needed to encourage and assist adults to enroll in courses and
programs that will help them succeed in their local job market.

12. Encourage High Schools to Offer/Requlre Service Learning. We should consider
expanding the service learning initiative (Leamn- and Serve) to encourage more school districts
to incorporate service into their education programs. The service learning program could be
expanded to provide a stronger 1nfrastructure e.g., service coordinators for high schools, in
order to make the service expenence ‘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-terim care répresents 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 act1v1t1es of daily living (ADL) or their care givers 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 Federal government --as the nation’s largest employer --could illustrate that
a model employer should proinote high-quality private long-term care insurance
policies to its employees. Under this 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.
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 primary barriers to
seeking and keeping employrr'{1ent. This proposal, strongly advocated by your Task

Force on Employment of Adults with Disabilities, would give a 50 percent tax credit,
: ! .

b
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up to $5,000, for 1mpa1rment -related work expenses. It could be a stand alone
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 léopholés, and would help about 300,000 people).

*New Family Care giver “One-Stop-Shop” Support Program. About 50 million
people provide some type offlong term care to family and friends. Families who have
a relative who develops long term care needs often do not know how to provide such
care and where to turn for help 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 élderly relatives with 2 or more ADL limitations and/or
severe cognitive 1mpa1rment This assistance would include providing information,
~ counseling, training and arranging for respite services for caregivers. (Cost: About
$500 -750 million over 5 years)
» Adding prescription drug! coverage to Medicare (new policy). The lack of
coverage for prescription drugs in Medicare is widely believed to be its most glaring
shortcoming. Recognizing the medical community’s reliance on prescriptions for the
provision of much of the care 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 advances in health care interventions will be
pharmacologically-based. Responding to this fact, Republicans and Democrats on the
Medicare Commission, as Wéll as almost every health care policy expert, are
consistently stating that reforming Medicare without addressing the prescription drug
coverage issue would be a mlstake We are developing a wide variety of options,
including a means-tested optlon 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 W1th the March release of the Medicare Commission’s
recommendations. (Cost: Varles 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 contexti*of a broader reform proposal).
 Cancer clinical trials demonstration (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 h{alf 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 advocacy community, would cover the
patient care costs associated with 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 eligible but do not receive Medicaid coverage
of their Medicare premiums and cost sharing. Many more may not get enough
assistance through the new, BBA provision that is supposed to help higher income

. beneficiaries. We are developing a range of proposals that build on the President’s
actions in this area to better utilize Social Security Offices to educate beneficiaries
about this program, to reduce administrative complexity for states and to give them
incentives to engage in moreiaggressive outreach efforts. (Costs vary dependmg on
policies; probably about $SOO million to $2 billion over 5 years).

2 Health Insurance Coverage Expansmns

. Provndmg new coverage optmns 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 to 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 involuntarily ;lost their jobs and health care coverage; and (3) give
retirees 55 and over whose retiree health benefits have been ended access to their
former employers’ health insiirance. A proposal such as this would be minimally
necessary for any serious consideration of proposals to raise Medicare’s eligibility
age. (Cost: About $1.5 bllhon over 5 years, Wthh would assist about 300 000

people).

*Health coverage for the temporarlly 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. 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 previously had health insurance through their employer,
are in between jobs, and may-not be able to pay the full cost of coverage on their own.
(Costs depend on whether it is done as a demo (about $2.5 billion over 5 years, which
would help about 600, 000 pecple) or nationwide (about $10 billion over 5 years,
which would cover about 1.4 mﬂhon persons)).

. Chlldren s health i insurance outreach (FY 1999 budget; not passed and new
‘policy). By the first anniversary of CHIP, we expect about 45 states to have CHIP
plans approved. These new e_xpanswns 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,sevcraﬂ policies to promote outreach; including allowing states
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to temporarily enrolling uninsured children in Medicaid through child care referral
centers, schools, etc; and allowmg States to access extra Federal funds for children’s
outreach campaigns. An addltlonal 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 nationwide media campaign that
we are planning 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 ,CIiIP (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 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:
; Depends on the proposal and'iassumed take-up rates by the states).

* Optional state coverage expansmn through ehglblhty 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. Addxtxonally, Medicaid law allows states to cover parents
but not adults without chlldren --even if they 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) rathfér than the old categorical eligibility categories. Not
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 advocatés, this
proposal would be strongly supported by the Governors and advocates such as the
Center for Budget and Policy Priorities. (Cost: Depends on the proposa] and
projected coverage expansmn take-up rates).

*Voluntary purchasing cooperatives (FY 1997, 1998, and 1999 budgets; not
passed). Workers in small ﬁr%ns are most likely to be uninsured; over a quarter of
workers in firms with fewer than 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 larger 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 negotiate better rates for their employees. (Cost: about
$100 million over 5 years). '

1

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.

t
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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 breaking the cycle of homelessness 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
approx1mately 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 .
for the VA to sell off property with 10 percent of the proceeds going to local homelessness
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 staff). Curre@tly, 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 of weeks. OMB would propose to permit VA to
sell 25 pieces of property, but does not have a cost estimate yet.

3. Homelessness Demonstration Pro;ect Modeled 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 homélessness to self-sufficiency. The demonstration project
should set up performance goals similar to TANF so that there is a measure of how many

persons have been made self-sufficient. There could be a performance bonus for the
demonstration project if the goal of the project is-met.

4. Medicaid Outreach Project for Homelessness. A Medicaid outreach project could be set
up, similar to the CHIP outreach proj ject, that would reach out and cover homeless persons.
We should develop a cost estimate to determine that, over time, dollars would 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 groups whoare 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 counteradvertising 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 6f 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 to 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 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 Reésearch (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).
A full course of these treatments costs around $200-300 (for a three months supply, without
- counseling). However, less than half of managed care organizations provide coverage of any -
AHCPR-approved therapies, and those that provide coverage may impose cost-sharing
requirements that hinder access to treatment In fact, a study of managed care in Washington
State found that eliminating copayments for smoking cessation services significantly increased
,partmpatlon 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 5 years. We could make a series of proposals, some part
~of the 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 of cessation as a
medical expense and expanded coverage of cessation benefits in FEHBP.
* New Department of Defense anti-tobacco 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 comprehenswe military-wide anti-tobacco
plan. Cost: $60 million per year. :

» Anti-tobacco workplace lnltlat;ves by 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). OPM could disseminate
a model workplace cessatlon program for all federal agencies (agenc1es would use existing
apprOpnated funds). ‘ '
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*» Medicaid coverage. Currently, smoking cessation prescription and non-prescription
drugs are optional state benefits under the Medicaid statute. We could propose to require
states to cover cessation, as the McCain bill did (CBO estimated cost: $120 million over 5
years, HCFA estimated $114 million). Alternatively, we could propose an enhanced
federal matching rate for smokmg 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 Columbia University found that over 42 percent of Medicaid
recipients‘ smoke, as compared to'25 percent of the general population and that nearly 10
percent of all Medicaid hospital days are attributable to smoking.

* Veterans. 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, regardless of their eligibility for other VA health care
services (currently less than 15 percent 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 inté;rested veterans. OMB estimates that this proposal
would cost $87 million for the first year, and $435 million over 5 years. Thirty-six
percent of the 25 million veterans in this country smoke. .

*Tax Treatment. Currently, the cost 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 mterested in pursuing this in 1999. This would be done -
outside of the budget. : S
« Federal Employees Health Benefit 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
treatment, with three maximum treatments covered per lifetime). Another option is to
waive the deductible and copayment requirement for cessation benefits. Currently '
FEHBP fee for service plans, which cover 70 percent of beneficiaries, are required to
provide only $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 smoking
cessation benefits varies greatly. Thls would be done outside of the budget, but would
have to occur in the spring as part'of OPM’s annual letter to contracting plans,
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establishing the terms for the foll_‘owihg yeaI of coverage.

In addmon to these efforts, any Medicare prescnptlon proposal (see above) should include
coverage of prescnptlon cessation agents

4. Expanded SAMHSA'Survey As th'e result of the President’s directive, HHS will be
mcludmg questions in their National Household Survey on Drug Abuse regarding brand-specific
usé of tobacco. This will allow us to determme which brands are most popular among youth, and
help us 1dent1fy which companies may be marketmg to this population. Some federal funding -
will be necessary to support this expanded effort.

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

Extend Welfare-to-Work Grants and étrengthen 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-tci—place welfare recipients, and non-custodial parents of
children on welfare, and at concentrated areas of poverty. 75% of the funds are allocated to
~ states, who in turn pass them to local Private Industry Councils and 25% of the funds are |
available on a competitive basis. We expect DOL to propose extension of the grant program in
their FY 2000 budget proposal. We should 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 more we could do to increase the quantity and quality of

- services. This should also increase support 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 formula funds for fathers, setting aside a portion of
competitive grant funds for this purpose, or 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 requ1rements Assuming level fundmg, this would cost $1.5 billion annually.

» Request Additional Welfare- to-Work Housing Vouchers. We are unlikely to get the
full 50,000 housing vouchers requested for FY 99. This approach 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 vouchers that are turning over to the more flexible
approach of the WTW vouchers.

~ » Invest in Increasing English‘ Lfanguage 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 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 1ncrease 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, whether there are successful models that can be
replicated, and what the demand is

2. Helpmg New Workers Succeed in the Workforce/Achleve Self-Sufﬁcnency
There are several ways to ensure people movmg from welfare to work can get to their jobs:

* Request full $150 mllllon authorlzed for Access to Jobs for FY 2000 (TEA-21 set
guaranteed fundmg from the nghway Trust Fund at $60 million for FY 2000). This

- would allow DOT to fund more competltlve grants. Note these funds can be spent on
current and former welfare recipiénts, as well as families up to 150% of poverty so they
help the working poor as we11. ' : '

* Donate surplus federal vehlcles to welfare to work programs. These could be given,
leased, or sold to current and former welfare recipients for whom public transit it not a
viable option, including those 11v1ng in rural areas. Cars could be allocated through

. community-based organizations or 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 not a 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 mainstream. Family Services of America, and other
organizations, currently offer revolvmg 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 forrndatlons and private financial institutions.: They are.
also seeking federal funding to help 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.
work. :

» Connection between TANF and Unemployment Insurance. There is growing interest
in exploring the relationship between these two systems. Historically, few welfare
recipients have qualified for Ul, and some have essentially used AFDC as a form of .
" unemployment insurance As more 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) changmg 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
a job and (b) creative uses of federal 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 re-;employment. This could be considered as part of a.
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more comprehensive Ul reform initiative 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 not have to frame the issue in terms of planning for
economic downturns, it seems prudent to address this issue earlier rather than later.
» Optional State Coverage Expansnon Through Ellglblhty Slmphf' ication (see Health
section). ‘
*Transitional Medicaid. Farmhes can currently receive Transitional Medicaid for up to
12 months after leaving welfare, but ornly 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 and the 12 months transitional period is too short for
‘many families. The budget could eliminate some of the current prescriptive reporting
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 of coverage into
two 6 month segments with different co-pay and benefit rules) and allow states to provide
a full 12 months of coverage w1th0ut 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 provide 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 ifi 2001.

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

i
DISABILITY POLICY |

1. Expanding the Defense Department" “CAP” program. The Defense Department’s

. Computer Accommodations Program ("CAP") purchases equipment for DOD employees with
disabilities to allows them to keep workmg if they 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 on what equipment is purchased not the employee). It has
provided over 9,000 accommodations smce its inception in 1990. This program is a good
example of how employers and employees are taking advantage of new (and mcreasmgly cheap)
technology, such as computers for the blind that talk and listen, and alternative computer
keyboards for people with dextenty problens, 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 Coelho, chair of the President's Committee on Employment of
People with Disabilities. |
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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 1s $2 -5 mhillion 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 Expenses. [See “Health” sectioh, above.]

3. New BRIDGE grant program. This program would provide incentives for state and local
agencies and private organizations to form interdisciplinary consortiums of service providers
(employment, health, transportation, etc. ) to better 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. Estimated cost for thlS three-
year grant program 1is $150 mllhon a yeaf
4. Information and Communication Technologies for People with Disabilities. NEC has
developed draft proposals now being vetted 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 is working on this, coordinating with DPC and OMB).
!

NATIVE AMERICANS |

1. Create Native Amerlcan Program at the Army Corps of Engmeers The Army Corps'has a .
* modest $2 million proposal that would 1nst1tut10nallze Native American outreach within the -
Army Corps. Here is the proposal:- "+ ™\~ :

: b3
¢ Outreach ($1.5 million). Market engineering, environmental, 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 Englneers Division, 8 Divisions).Establish an Indian Desk in
- Corps Headquarters to work with Tr1bes BIA, Corps districts (37) and divisions (8), and
- other federal agencies to leverage ;esources/programs

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

ePartnerships ($250,000). Explo}e 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.



CRIME AND DRUGS '

1. Crlme Bill II. While the 1994 Cnme Act is set to expire at the end of FY 2000, we should get
ahead of the crime debate by including an 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 for all persons under criminal justice '
supervision; reauthorizing VAWA,; creatmg police youth academles 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 crime bill programs (i.e., VAWA, prisons, federal law
.- enforcement, etc.). Thus, to keep crime b111 funding at its current level --and to allow us more

‘ flexibility in proposing new programs -—vye will need $1 billion more in the FY 2000 budget.

2. Expansions of Youth Crime Gun Interdiction Initiative (YCGII). This year it looks as’
though we will succeed in getting $28 million 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 in 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 cities in next year’s budget..

3. Expand Values-Based Inltlatlve At a minimum, we should seek funds in FY 2000 to _
continue the Administration’s values-based 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
propose-changes to existing crime prevention and drug treatment programs to ensure that
faith-based organizations are allowed to participate --and that common sense values are included.

4. Drug Treatment Parity. A long overdue policy change that we should consider embracing in .
this year’s budget is to require health insurers to guarantee some type of meaningful substance
abuse coverage --much akin to what the Administratidn supported for mental health benefits. .

5. School Shooting Response Fund. In our recent meeting with the communities impabted by
multiple school shootings, one of the key jrecommendations made by all of the local leaders was
that the federal government should establish an emergency fund that would allow communities
that are overwhelmed by multiple victimizations to have the resources they need to facilitate the
short-and long-term response. This includes year-long support for increased security and
enforcement, investigations, media response, additional counselors, and other such costs.

CONSUMERS S
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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:

o Auto Insurance Fraud. Auto insurance fraud is a $13 billion-a-year problem in
America. We could propose sigﬁiﬁcant 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. .Cramn'!ling, in which con artists add 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 complamts 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 FCC and/or DOJ. In 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
unsuspecting customers, authorize a switch of their long-distance carriers.
-Telemarketmg Fraud. Telemarketlng 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 of Retired
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 piece with the elder abuse in a separate event.

~ «ATM Proposal. Weinstein proposes that Treasury publish an annual report on
consumer financial issues, including ATM fees. In each report, Treasury would provide a
list of insured financial institutions based on geographic divisions 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 requlrements for checking and savings accounts; (6)
Fees for overdrafts; and (7) Checklng account fees. We will need to develop categories
" which underscore the differences in types of accounts. If we Just llst checklng account
fees, the fees that aren't reported would increase.

i
1
'
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'ADDRESSING SPATIAL MISMATCH:?CURRENT ANkD PR‘OPO‘SED ADMiNIS’i‘RATION PROGRAMS
This list generally mc]udes only those programs whose prlmary purpose 1S to either 1) create jobsr
in or otherwise revitalize drsadvantaged communities; or 2) enable individuals now in those areas
to obtain jobs elsewhere The list does not include educauon trammg or civil rights programs.

-
!

(P) proposed as opposed to exrstmg ,

t-

1. 4 Famhtatmg commutes to avarlable jobs

Brzdges to Work A five- mty demonstranon project that prov1des transportanon and supporuve
_services to link central 01ty res1dents xto suburban _]ObS

(P) Access. to Jobs. The Admlmstratlon proposed -as part of its ISTEA reauthorization package
$100 million per year for six years to assist States, local governments, and non-profits in
planmng and 1mplementmg new transportation serv1ces such as van pools to-link welfare
re01p1ents and other econormcally disadvantaged persons ‘to jobs. TEA-21, thenew

. transportation legislation, authonzes $150 million per year for Job Access and Reverse Commute |

grants (no more than $10 million for the latter). The level of guaranteed fundmg 1s, however
much lower (e. 8- $50 million in FY 1999) ’ :

!

2. Promoting rnovesto areas with jobs -

Moving to Opportunity. A five-site.demonstration project designed to evaluate the impact of
helping low-income families move. from public housing in high-poverty, inner-city
neighborhoods to low-poverty commumtles within the same metropohtan area. The
experimental group received Secnon 8 certificates or vouchers usable only in census tracts w1th a
poverty rate below 10 percent.

(%2 P) Regional Opporrumty Counselmg Under this program, public housmg authontles partner

“with nonprofits to provide counseling to Section 8 certificate and voucher holders, 'to ensure that -
they are aware of the full range of Housing options. HUD allocated $36.7 million for the 16
‘regional opportunity counseling s1tes in FY 1996, and the Administration requested but did not
‘receive an addltlonal $20 million for FY 1998 to expand the program to additional sites. . The -
 Administration in the FY 1999 budget has renewed the request for $20 million for reglonal :

\
T
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 (P) Incentive to Reduce Poverty Concentratmns of Housmg Cerzzf icate and Voucher F amzlzes
The FY 1999 budget includes language giving the Secretary of HUD, the option to provide
bonuses to PHAs for increases in the niumber of Sectlon 8 voucher and oertlﬁcate holders movmg

{

P to lower-poverty areas. - |

Sl
~3

* (P) Welfare-to-work Housmg Vouckers The FY 1999 budget 1ncludes $283 million for 50 000

~ new vouchers exclusively for people who need housmg assistance to make the transmon from
.. welfare to employment. o A . :



o3 Increasing access to ‘cap_ital '

Enhanced Enforcement of the Commumty Remvestment Act. The Act(CRA) requires depository
institutions to meet the banking/credit | needs of all the residents of the communities in which they
operate. Performance with regard to CRA is taken into account when a bank or thrlft submits an

apphcanon - e.g, for amerger or acqulsmon

CDFI Fund. The Cornmumty Development Flnanmal Inst1tut1ons (CDFI) fund 1s demgned to
expand the avhilability of credit, investment capital, financial services, and other development
services in distressed urban and rural commumtles by supporting community development
- banks, loan funds, credit unions, and venture capital funds. The Administration proposes $125
imllllon for CDFIin the FY 1999 budget an increase of $45 million over the FY 1998 Ievel

!

-4, Genera] cornmumty rev1tahzat10n

. Empowermenz‘ Zones OBRA 1993 created nine empowennent zones (six urban and three rural) *
and 95 enterprise communities (65 urban and 30 rural). -Businesses in the first-round
empowerment zones are eligible for the following tax incentives: 1) a credit equal to 20 percent

- of'the first $15,000 in 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 small businésses and
applies to, e.g., durable equipment); 3) tax-exempt facility bonds. Enterprise communities are
eligible for the bonds only. These first-round empowerment zones also received either $100
million (urban zones).or $40 million (rural zones) in flexible grant, funding usable for housmg
development, job creation, job tralnmg and social services, among other activities. Each EC -
recelved $3 million in such fundmg ' '

: The Taxpayer Rehef Actof 1997 created an addmonal 20 empowerment zones (15 urban, 5

Q " ".rural) with a different menu of tax mcentlves (no ‘wage credit; .eligibility for the new brownfields

tax incentive described below, modlﬁed versions of the Section 179 expensing and tax-exempt -

facility bonds provisions). T hese second round zones were not provided with ﬂex1b1e grant

fundmg last year L L
The Admlmstratlon ] FY 1999 budget 1ncludes $150 mllhon for ten years in mandatory fundmg

for second-round urban EZs -- $100 million per zone. The budget also provides similar flexible
‘funding (520 million per year for ten years) for the ﬁve second-round rural zones -- $40 million
- per rural zone. : - S
Community Development Block Grant. CDBG funds are provided to entitlement cities

- (generally, cities in MSAs with a populatlon of 50,000 or more and central cities of MSAs with a
* population below that level?), urban countles and States for communlty and economic

. development activities, including job creation, provision ‘of publlc facxhtles or services and

resxdentxal housing rehabilitation. - : ‘
1 .
Sectzon 108. Under CDBG Federal loan guarantees are prov1ded through Section 108, for
private market loans used by CDBG communmes to cover the costs of real property aequ131t10n
i

'
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B -housing rehabilitation and economic dT'ev'elopmentact‘lVities ‘ 1 -

’ (‘/z P) Economzc Deve!opment [nztzatzve (EDl) The Admlmstrat]on s FY 1999 budget requests
$400 million for EDI, to leverage pnvate sector funding for JOb creatmg proj ects. In 1998 .
Congress funded EDI at $138 ‘million,) including $100 millionfor Congressionally. earmarked L

- pro; ects. EDI funds allow commumtres to make greater use of HUD’s Section 108 loan

guarantee program.: Under Section l(}S HUD, guarantees notes held by communities. In return

~ for the HUD guarantees communrtres‘ are required to pledge their future CDBG. fundsas

~ collateral for the Section 108 loans, makmg some reluctant to. aceess the 108 program. EDI"

funds can be used to write down interest rates or reduce project costs; ‘thereby making more -

projects feasible and reducmg the I‘lSklOf a: commumty s defaultlng ona Sectlon 108-backed

‘;loan B o : i 7 :
8 . . . T R 2 R )

. The ‘Administration plans to use EDI and Section 108 guarantees together to stimulate creation of

a true secondary market in economic development loans, by standardizing the underwriting

cntena for Section 108-backed pro;ect loans and by poohng these loans. Thls would bu1ld on

-‘ such secondary market act1v1ty already underway

Brownf ela’s Tax Incentive. Under th1s prov151on enacted as part of the Taxpayer Rehef Act of

1997, expenses incurred cleaning .up contammated former 1ndustr1al sites in dlsadvantaged areas .

can be deducted 1mmed1ately, rather than written off over t1me Th1s inventive should

accordmgly encourage redevelopment of these sites. Dlsadvantaged areas include EZS and ECs,’

EPA Brownﬁelds pllot sites and census tracts w1th a poverty rate of 20 percent or hlgher

. i. . .
_EPA Brownf elds leots Th1s program provrdes fundmg to seleeted commumtles for’ assessmentr
‘and planning regarding brownﬁelds cleanup : : Co
:H UD: Brownf elds Rea’evelopment Thts program for Wthh $25 mllllon was prov1ded in FY
1998, makes competltlve grants avallable to communltles for redevelopment of cleaned up
brewnfields. - . . ? ' R :
' Economzc Development Admzmstratzon (EDA) EDA prov1des grants for pubhc works facrlltles _
and planning and consolidation a551stance needed to alleviate per51stent unemployment and
. underemployment The public works|grants, for example support infrastructure prolects that
promote the establishment or expansmn of mdustnal and connnercnal busmesses m high-
unemployrnent lower—mcome areas Co
In 1999 EDA w1ll create a new Ofﬁce of Communlty Adj ustment Assrstance This ofﬁce will
serve as.the Federal government’s first point of contact with communities adversely impacted by
trade agreements and/or major plant closmgs and will coordmate rapid assistance from a host of
Federal agencies. The $50 million infincreased fundmg requested would also provide for =
-additional planning and 1mplementat10n grants to allow affected commumtles to begm the
process of economic recovery and growth B ' :
‘ (P) Regional Connectionsl This initia;_tive, which would be a set-aside within CDBG; would

B
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http:cleaning.up

: retent1on . - ;

provide funding to metropolitan areas in which a distressed central city and more affluent
suburbs together craft regional development strateg1es It could complement efforts by the -
President’s Council on Sustainable Development to help reg1onal coalitions in many
metropol1tan areas manage growth and address other 1 issues requ1r1ng regional cooperation.

5. Promoting access to -i obs for disadvantaged Dopulations .

:
ot

"Work Opportunity Tax Credit. This credit 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 qual1ﬁed wages is $6,000.

!

. Welfare-to-Work Tax Credit. This prov1s1on establ1shed by the Taxpayer Rel1ef Act of 1997,

gives employers an added incentive to, h1re long-term welfare recipients by providing a credit
equal to 35% of the first $10,000 in wages in the first year of employment and 50% of the first -
$10,000 in wages in the second year, paid to new hires who have received welfare for an
extended period. The credit is for two:years per worker to encourage not only h1r1ng, but also

V.
H
o

6 ' ’Community revitalization through affordable housing oreation- o

[
1

(P) Hzgher cap on the low-income housing tax credit. The IRS allocates annually to each State
an amount of low-income hous1ng tax icredits equal to $1.25 per resident; the nationwide cap is
accordingly $1.25 per capita. This l1m1t has not been adjusted since the credit was created in
1986; the purchasing power of the cred1t has declined by about 45 percent since that date. The
Administration’s budget calls for increasing ‘the limit to $l 75 per capita, at a cost of $1.6 billion
over five years. . S

(P) Homeownersth Zones. The FY 1999 budget 1ncludes $25 million for Homeownersh1p
Zones. ‘The funding would be used by communities to reclaim abandoned and distressed
neighborhoods through the creation of large-scale developments of owner-occup1ed s1ngle family
homes. Funds could be used for property acquisition, housing construction, housing
rehabilitation, demolition, site preparat1on homeownership counseling, relocation, housing
marketmg, activities to further fair hous1ng, and other act1v1t1es essent1al to homeownersh1p

- In 1997 $20 m1ll1on in recaptured Nehemiah Hous1ng Opportumty Grant funds were used for

s1m1lar targeted homeownersh1p act1v1t1es

g "‘(P) Home Loan Guarantee Program 1Th1s $ll m1ll1on 1n1t1at1ve would allow States and

localities to'use HOME funds as collateral to. leverage private loans for large-scale affordable
hous1ng developments in distressed communities. Under this program HUD would guarantee :
pr1vate loans of up to five times the Jur1sd1ct1on s most recent HOME allocat1on

'
¢
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7. Infrastructure

TEA-21. TEA-21 pfé)vides funding fof the interstate highway system and for mass transit; it
generally does not provide fiinding for. local roads that are not considered part of the interstate
system. . R - o I '
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J OB CREATION IN DISTRESSED AREAS

i .

jTHE PROBLEM

Over the past few decades, urban poverty has become increasingly concentrated in hi gh poverty
neighborhoods. In the top 100 cities, the 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 Joblessness and decreases in median incomes of i 11mer-c1ty residents -
relative to the balance of the metropohtan area. This deterioration in the relative economic
position of the inner city may lead to anumber of other problems-- detérioration in pubhc o

- infrastructure, declines in school quahty, increases in crime, and a deterloratlon in civic act1v1ty-—
which can further Weaken the. econom1c posmon of i mner city remdents ' '
Below we summarize some: of the maj¢ er classes of explanatlons for the problems of the | 1nner 01ty
and provide some policy options that are potentially suggested'by each explanatlon This
document is meant as a summary of current ideas and is not intended as a recommendatlon for
any pamcular options. - _ i y

S L
EXPLANATIONS
1. The Decline in Inner City Jobs . ;

The number of jobs available to 1nner-—o1ty residents has declined due toa general dec]me in the
demand for low-skilled labor and a Shlﬁi in the composition of Jobs from manufacturing to
service sector employment. > At the same time, a growing “spatial mismatch” has further skewed
employment opportunities away from 1nner-01ty residents. While most of the job growth has .
been in the suburbs, housing market dlscrlmmanon and the concentration of federally subsidized
~ housing in the inner-city may make it dlfﬁcult for many mner-mty residents (particularly
minorities) to move to where the JObS are. Key reasons typically given for the growth of jobs in |
the suburbs are greater public subsidies for transportation and other pubhc infrastructure, 1ower
‘tax rates, lower regulation, and lower congestlon costs.

Well-known proponents: John Kane 1968, William J ulius Wilson 1987
. ;‘. ; - . <

Possible Impllcatlon

« ~  Increase incentives to create Jebs in inner cities.
. Adopt policies to increase demand for low-skilled labor.

¢  Increase transportatmn and job networks between inner cmes and suburbs
Help families to move to where Jobs are. :

l

2 Declihing Educational Opporzunitiés of Inner-City Residem.s

The decline in middle class residents i m the inner cities and the exodus of mlddle class residents 7
from public to private schools cou d 1ead toa detenoratmn of pubhc school quality, by reducmg



1oca1 support for taxes to ﬁnance pubhe schools, and by removing more hlghly motivated
students from the public schools. As d consequence, both years of schooling and basic skill
levels of inner city residents may have deteriorated. This may substantrally limit the earnings
- .potential of i mner-erty resrdents because the labor market is placing an mcreasmg premlum on

i educatlon

PP

Possrble Impheatron : '
¢« Improve quahty of educatlon and trarmng avarlable to mner-crty resrdents

l

¥
3

3. 'Labor Market Discrimination ¢

Inner-city residents may be partieularl)’/ hard hit by employer discrimination against minorities."

A recent study of employers in four maJor metropohtan areas found that black new hires were
concentrated in the inner-city relative to the suburbs. The study found that part of this differential
is associated with differences i m the rac1al composmon of managers and customers in suburban
and inner-city neighborhoods. There i ‘15 also at least anecdotal evidence of discrimination of
inner-city employers against low-skilled minorities. This suggests that discrimination at both
the h1r1ng and the customer level may | hmrt the ability of mner—mty blacks to find _]ObS

Y
'

Possmle Imphca‘uon

» ' Better enforcement of labor market drsenmmatron and equal opportumty policies.

4, Nezgkborhood Effects |

. .
i e 2w, 4

The concentratlon of poor families in hrgh poverty nerghborhoods may Iead to a number of
problems which may further deteriorate the economic well-being of poor neighborhoods. For
example, there may be a decline in role models that promote eeonomrcally productive behavior, a
decline in connections to mainstream _]Ob opportunities, an increase in crime, and a decline in
civic actmty and support for critical soelal institutions. "

%
4

Well-—Known Proponent Wllllam Juhus Wllson 1987
, l

' OSSlble Imphcatron - ‘

¢ It may initially be drfﬁcult to overturn problems in the mner-crty, because there are
multiple areas in which inner-cities are disadvantaged.” However, once these problems
are addressed, there may be posrtrve -feed-back effects which cause progress to accelerate.

. Single-approach initiatives may be less effective than a multl-pronged approach.
. Institutional change (criminal Justlce public-assistance system ¢étc.) may be crucial.

. There may be an important role for voluntary and non-profit institutions.
1 EE
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5. Remove barriers to business.investment

Porter argues that the inner city has several advantages to offer businesses. In particular' a) Inner
cities occupy. a strategic location near h1gh rent business centers, entertamment complexes, and

- - transportation and communications nodes b) Businesses in inner cities could try to capitalize on

. P0551b1e Imphcatron - , t

- - regional clusters, c) There are large unmet local consumption demands, due to the high
population density of local residents, and d) Inner cities offer human resources in the form of a
cheap, low-skilled workforce ‘ ‘ ' ' :
However, these advantages are not fully utilized due to intrusiye burdensome costly regulation
(such as environmental regulations), 1nadequate 1nfrastructure and public safety, and workers '
1ack1ng some needed SklllS (e g. re11ab111ty) : -
,!

Well Known Proponent Porter 1995 1997

. . l‘
Possible Imnlrcatlons . ‘ i

. & - Streamline or reduce regulatory pollcres such ‘as burdensome env1ronmenta1 regulations
* orzoning and land use laws. (Many of these policies are locally based). .
. Incredse human capital investment by i 1mprov1ng pubhc schools and tra1n1ng (with a
~ focus on private sector. 1nvolvement)
. Reduce crime and improve 1nfrastructure ;
« - Government should not sub51dlze business operat1ng costs (e.g. EZ/EC approach) because

then businesses do not become sustamable in the long run.

6. Personal, behavior’ / lack of responsibility

The decline in inner-city neighborhoods may be due to deterioration in work-orientation and
family responsibility of inner-city residents. This may be aresult of many forces including the -
- inner-city job problems described above as well as the historical incentives,of the welfare -
system, which tended to discourage work and fam11y formation. ‘It also may result froma -
decrease in the extent to which other institutions (such as schools and the criminal Justlce
system) penahze socially unproduct1ve behavior. -

I
4

. Adopt welfare policies wh1ch promote work and famrly responsrbrlrty

. Strengthen criminal justice system :
s Increase academic standards and 1mprove school to work transitions.

l
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.IKE‘Y QUESTIONS |

In con31der1ng dlfferent optlons to address the problems of 1nner-01ty nelghborhoods two
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. However, there may also be some tension
between strategies whose. primary. aim is to revitalize commumUes and those whose
.~ primary aim is to aid the 1nd1v1duals located in those communmes Community
revitalization may drive up prices and push current residents out just as the ne1ghborhood
is improving. Improving the skills, or job and housing opportumtles of residents may
result in their leaving the area, thus creating even more distressed communities for those
- left behind. ;
ot
. ‘How many things to addre'ss‘at once? The interrelatedness of maﬁy of the problems
faced by distressed communmes -- lack of employment, crime, inadequate infrastructure,
low income -- suggests that strategles that concentrate on addressing several problems
51mu1taneously may be more successful than mdmdual programs for individual
- problems. This in turn suggests concentrating 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 problem in multiple areas.

WHAT DO WE KNOW ABOUT WHAT WORKS"

1. Reszdentzal Mobzlsry Strategzes f

Recent expenence with the Movmg to Opportumty Demonstratlon 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 rate of mobility out of high poverty
neighborhoods, but families are more; 11kely to locate in much more affluent neighborhoods.
HUD is now testing a separate program which combines a housmg voucher with mobility
assistance services, and which does not require families to move to a low-poverty neighborhood
to receive the housmg voucher. ' : : :

o

¢
t

2. T ransportation ngrams

We currently have little mformatmn on the 1mpact of policies which expand transportatmn
between the inner-cities and the suburbs. The: Bridges to Work Demonstration program,
implemented by Pubhc/vaate Ventures in five large cities, should pr0v1d‘e further information

3
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: pro gram.

on whether this approach can be effective. _ |
3. Education and Vi rainingrActiv,ities ' ‘
A number of employment and trammg programs have been shown to increase employment and
‘earnings of disadvantaged adults, partlcularly drsadvantaged women. ‘Most of these programs
have not increased hourly wage rates, but this may be due to a relatrvely low rate of investment
in educational services. Programs for drsadvantaged youth have been less successful with a few
notable exceptrons While we currently have little information on saturation approaches the

recent Youth Fair Chance program appears to have produced a decllne n: drop out ratés..

4. Wage Subsidies : o
There is limited evidence on the impact of “pure” wage subsidy programs for adults. Most
programs have had low take-up rates, and there is some expérimental evidence that targeting A
wage subsidies to welfare recipients can actually de'creare employment (this may be because the -
narrowly targeted subsidy stigmatizes.the recipients by clearly identifying them to eriployers as
a welfare recipient). On the other hand, programs which combine wage subsidies with job
development and Jjob search services have been effectwe in increasing earmngs  particularly for
adult women. Experience with both the Targeted Jobs Tax Credit and: the Youth Incentive
Entitlement Pilot Project suggests that wage subsidies can increase aggregate youth employment.
Estimates suggest that roughly one net job 1s created for every two jObS subsrdrzed by the

¥
5. Earnings Subsidies” : T L
Pro grams whrch target workers rather than ﬁrms have the advantage that they can be targeted
- more carefully on the basis of family i income, without unnecessarily stlgmatlzlng the worker in" -
the eyes of potential employers: © Recent studies of the Earned Income Tax Credit find that it has"
increased employment and earnings of single mothers. Other expenmental studies in Canada and .
Minnesota have found that earings supplements and expanded earnmgs dlsregards can increase
employment rates of welfare recrplents'

6. Publzcly Subszdzzed Employment 5

Expenence with the CETA program in the 1970s suggest that pubhe employment programs can

- generate post-program earnings gains for adult women, but not for.men. While CETA public -
service employment programs appeared to increase employment for participants while they were
in the program, there is substantial dlsagreement about the magnitude of the net employment
effects of these programs, after accounting for dlsplacement of other public or private sector
employment Programs for youth, on the other hand have been effective in generatmg aggregate
increases in youth employment rates. f : v

i
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" 7. ‘Efforts to Promote Prilzate'Job"Cre&Iion

Smce the early: 19805 37 dlfferent states have adopted some ferm of enterprise zone program,
and a Federal EZ/EC program was launched i in 1994. These programs try to encourage firms to
move into or expand their operatiofis in dlstressed areas and to hire local residents. Incentives, in
the form of tax subsidies and regulatory rel1ef are designed to reduce the firms’ 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 iprogram -- which supplements the
tax incentives with direct assistance in the form of block grants and requires community

' part1c1pat1on in the development ofa strategw plan -- has not yet been evaluated.

: 8 Antz-Dzscrzmmatzon and Equal Opportumzy Palzcy

There is ev1dence that passage of the le Rights Act in 1964, ‘and the Equal Employment
Opportunity Act of 1972 were associated with acceleration in the relative wage growth of blacks,
and that this increase was largest in southern states where fair émployment laws were weaker.

In addition, the implementation of affirmative action provisions for federal contractors was
associated with a moderate increase in the representation of minorities in firms that are federal
contractors. There is also some, ev1dence that the intensity of enforcement matters, since black
relative wage growth was more rapid in the 1970s when anti-discrimination pohcy was more
vigorously enforced than in the l980s when enforcement was weaker

9. Expanding Access to Credit Marke}‘s

There is some evidence that the ti ghtenmg of regulat1ons and increased enforcement of the
Community Reinvestment Act under thlS administration has increased access of minorities to
home mortgage loans. From 1993 to 1996 conventional home mortgage lending has increased
by 67% for blacks and by 49% for Hlspamcs substantially more than the overall increase in
lending. In addition, the commumty development financial institutions fund (CDFI) has begun -
to create a network of institutions which promote lending to distressed communities. At thlS
point, there is little formal mformanon.about the effectlveness of th1s approach

10: Speciﬁc Initz'afz'ves Aimea’ at Imprbving Publz’c Institutions.
, .
Specxﬁc initiatives could be developed' to 1mprove existing pubhc institutions, most notably
public schools, cmmmal justlce and pubhc assistance. :
"ROLE OF THE FEDERAL GOVERNMENT

+

As the above discussion demonstrates,fthere are a multiplicity of (non—mutually exclusive)
explanatlons for the causes of the problems of distressed areas. And there is little evidence to



p‘oint to in evaluating the relative rolesi of these explanations, or in judging whether proposed
solutions will be effective. If there is one thing that we do know, it is that there is not a clear
formula for success that can be nationally imposed and umformly applled ‘

. 3 R . -
Nevertheless, the federal government-¢an serve a useful role i‘n encouraging,Vfaeilitating, and
supporting locally-driven revitalization efforts. In particular the federal govemment can:

. Increase awareness of the i 1ssue H1gh11 ght the problems of distressed communltles and
encourage communities to address these issues. The federal govermnent can also serve as.,
an 1nformatlon resource and provrde techmcal assi stance ' -

. Prov1de federal funding resources for mfrastructure 1nvestment housmg 1mprovement ‘
school reform efforts, 1mproved policing etc. Federal resources in such areas, which have
not traditionally been federal over51 ight activities, could be a’ necessary component of any.
successful rev1tal1zat10n strategy, but past efforts suggest that federal dollars are not
sufﬁc1ent by themselves and must be linked with maj or local involvement and planmng :

LI Increase federal funding for human capital development Again fund‘ing for empl'oyment )
and training could-be a necessary, but not- sufﬁcrent component ofa successful
rev1tahzat10n strategy... ~ : :

LI Demgn model nerghborhood programs Where 1nformatlon on the efficacy of i 1nn0vat1ve
~ program ideas is lacking, the federal government could sponsor and evaluate small
demonstration projects. In pamcular this could be a constructwe role for the Federal

govemment in DC. :
: » |
¥

i
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" CHILDREN AND FAMILLIES

- 1, Child Care. While this is not a new idea, we must mamtam our support for our child care inigit(i:iin order

N o
September 8, 1998

MEMORANDUM FORBRUCE REED | -

ELENA KAGAN
FROM: : Domestic Policy Council Staff . < (/@f(
. » ; : l (VA
SUBJECT: . " Compilation of Preliminary New Ideas ‘ O
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to have credibility on the rest of a new “faxmhes first” agenda. Nezy €Sev

2. Paid Parental Leave Fundmg for pmd—parental leave for the purpose of looerrg after a newborn baby,
or a newly-adopted child for up to 12 weeks (although we may reduce the length of time, dependmg on costs).
eave initiative may be targeted to families; ‘whose incomes are below a certain level.

i ~

s

3. Home visitation. Funding for programs that counsel and support new parents. These programs are often
conducted by trained professionals, such as nurses and counselors, and they can dramatically decrease leve 1
of abuse, which in turn decreases rates of dehnquency and crime amongst children and youth. ,\a-é‘ '

4. Child Welfare. Additional funding for and j;improvements to the ind‘ependent living program to assist youth |

in foster care “aging out” of the child welfare system with life skills training and vocational and educational

needs. - - : I '
: 'i

5. Child Tax Credit. Double the Child Tax Credlt, from $500 per child to $1000, for parents of chlldren aged

0to three p , » 0

!

i
6. Home Office Tax Deductlon Expand the allowable expenses for those who work out of their home. \\Mo

7. Flex-Time: Offer tax incentives for compames that offer flexible work hours for their employees,
compressed work weeks, part-time work wrth benefits, job sharing, career sequencing, and extended parental \. ad
leave. !

8.After-School Programs. Support aﬁer-school programs in both school-based and non-school-based settmgs
with a pnomy to those programs that are tallored to work hours

CIVIL 'RIGHTS‘ 3
| 4

1. Enhance the CRS program at Justnce The Community Relatlons Service at Justice has been a
significant force in cooling racial tensions in commumtles all over the country. Since the 1980s, their budget
has been decimated. This initiative could (11) enhance CRS's ability to provide mediation services to resolve

i
{
i
!
i

:
'
1
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. l
community civil rights concerns as an alternanvr to 11t1gat1on and (2) prowde CRS conflict resolution training
and technical assistance to communities. The CRS is very popular with the AG and she often talks of wantmg
it strengthened. _ B '
. N B ,
2. Inter-Agency Task force on Dnscrxmmat:on This mrtlatlve 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 developmg 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 linked to agency compliance and/or enforcement work.

3. Improve Civil nghts Information Shanng This proposal would prowde funds to establish and maintain
a system that links the data bases of agencies with civil rights enforcement responsibilities -- thus allowing, for
example, OCR at Educatlon to have better access to work bemg done by the Education Sectlon at Civil
Rights. l ,
| : :
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 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 community level, but they do not -
fund any of it. Also, some of the education bits are done by the Dept. of Ed. (adult education and/or literacy),
but not in a coordinated way. HHS funds some transmon work for refugees This general idea was first talked
about by the Jordan Comrmssron 2 :
5. Sweat-Shop Initiative. Expand enforcement against labor abuses in "sweatshops" and on farms that
employ migrant farm laborers. Many of the wage & hour laws in place to protect low-wage workers are not
adequately enforced by the Department of Labor in part because of’ dramanc 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 d1spropomonally affect Latlnos and Asians.
l E
6. Equal Pay. A‘program that COuld be run by the EEOC and DOL to increase outreach to businesses to
educate them about the legal requirementsifor paying equal wages, provide technical assistance, improve
training for EEOC employees and resources for increases in enforcement capabilities.
| ]
COMMUNITY EMPOWERMENT ; |

1. Access To Capital For All Amencans

~ *CDFI Tax Credit. In 1996 we! proposed a tax’ credlt for investors in CDFIs We could re-
,}L propose this $100 million non-refundable tax credit. The maximum amount of credit allocable to
a partlcular investment would be 25 percent of the amount mvested ‘

sVoluntary CRA. Launeh a bully pulpit effort to encourage non-bank financial institutions to
develop and unplement principles for community mvestment

\ ' '
\



2
*Micro-Enterprise. Pr0v1de authonzatlon and fundmg for CDFI Fund to prov1de techmcal
/\\{( assistance to micro enterprlse orgamzatlons and mlcro—entrepreneurs (PRIME Act Kennedy~

Domenici). . ! ; f

S -
*Secondary Market. Develop coordinated administration initiative to take first steps towards
secondary market for community development loans, mcludmg data collection, education,
standardization, regulatory review, and the creation of a loan loss resérve fund to back pools-of
commumty development loans pooled and sold by the private sector.
. ‘

oFair Lending. Continue to push thesFed to permit collectlon of data on race and income of small

busmess borrowers; consider legislation if this falls

|
|

*Capital Access Programs Push to give the CDFI Fund authorxzatlon to launch small business
capital enhancement program to back state-run loan loss reserve funds that permit banks to make
more difficult small business loans. : :

.

2. Sustainable Dei'elopment.

s ot v o ey <

-Envxronmental 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 1dent1ﬁed three areas which would be candidates eligible to receive
funding: brownfields, drinking water, urban nverfwaterfront 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 Water Act) and brownfields are two areas that cities continue to
- seek assistance for financing. Oury (preference is to be more inclusive and allow municipalities
increased flexibility to identify their pnormes However, there should be attention paid to how this
financing would intersect with other Administration initiatives like the Clean Water Action Plan,
Drlnkmg Water Revolvmg Loan Fund and TEA-21. ‘ ~
' I
»Urban Rlver Comdors and Wetlands Restoratlon Pro,]ects EPA proposes urban river corridor
and wetlands restoration efforts tallqred 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, 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' and sustain business as well as prov1de outlets for recreation.

+Community Preference and Vlsuahzatlon Tools. Bmldmg the social capltal necessary to change
transportation and land-use policies fo create more livable communities also requires tools that the
average citizen can use to understand the nnplxcatlons of major policy choices. EPA proposed to
act as a catalyst in the development and use of such innovative decision making tools. The types
of tools would include: 1) Communuy Preference Surveys, which show communities pictures of
different neighborhood types, and help the community reach a consensus about the types of
development that are desirable; 2) sunulatlon tools, which would get a community “development
ready” or help a community expegxmcnt with alternatlves; that have been proposed; and 3) new
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3. Job Creation in Distressed Communities
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software accessible to the pubhc as well as urban planners to view and evaluate alternative urban
designs for any community. j

1
h
4

*Asthma Initiatives. Through better implémeutation and new investments, EPA believes the
Federal government can take actlon that will show unmedlate and long term results to reduce
asthma rates among chlldren ‘

sAir Quahty Credits. EPA proposes to provide incentives to transportation -planning by
developing protocols for potential a1r quality credits toward state attainment plans for locally-
initiated strategies and 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 brownfields/infill 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 quality benefits, and allow credit for these activities under the
State Implementation Plan. B

1
i

*Local Infra structural Improvement and Economic Rev1tahzat10n Fund. Emll forwarded this
idea to establish a Federal grant pregram to‘fund local Infra structural improvements. This would
spark revitalization of declining or stagnant low-income areas by providing funds to upgrade local
infrastructure. These Federal dollars' could leverage State local, and prlvate funds for such Infra
struetural efforts ,

A i
+Community Rewtahzatxon Tax Crednt LISC proposes a Commumty Revitalization Tax Credit
(CRTC) --similar to the Low-Income Housing Tax Credit --to help stimulate private-sector
investment in commercial property 1n under served nelghborhoods
-Commumty Development Corporatmn 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 has been effective. We could propose expanding this CDC tax credit to more areas.

The author of this repo also proposes some changes to make the tax credit more effective.
7 ,
' -EXpand d RatnonaMmployer—&de Tax Incentlves,» Thls includes EZs, Welfare to Work,

N~ .
WOTC, DC Jobs-Credit. [
-Workmg 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 trammg
and placement field, as LISC and Enterprlse do in the housmg - HvD rUS <

-Commumty Empowerment 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)
ehmmate mandatory pledge of CDBG dollars for CEF loans

[



. /; . ‘
*Métro Job@umty l)e(opment Corporation (CDC) Links. Would target job-poor but
DC-served central-city neighborhoods to create or strengthen.a welfare-to-work infrastructure that
is place-b cople-focused and regional in orientation (where the jobs are). Would build on
HUD’¢ Bridges to’Work a complg’ment DOL and HHS efforts, focusing on concentrations of .

assisted~housing run y-CBE R

4. Low Income Savmgs

s Asset Development for Section 8 Voucher Recipients. Currently, an individual still sees the si 4
‘of their subsidy reduced for each extra dollar he/she earns. This new idea from Liebman ‘d oy r/
Orszag would roll-over any savmgs!--or a part of the savings --from an individual eammg more ¢ W
money into an Individual Development Account (IDA). ’I’hat is, if the size of a person’s Sectio

8 voucher is reduced by about 30 cents for each extra dollar he/she earns, we could put this saving
--up to 30 cents --in an IDA. We could also the capabilities created by EFT ‘99 to electromcally
transfer money to efficiently estabhsh IDAs for more Americans. :

- *Brownflelds Meets Commumty Development Under thls proposal we would push banks to
mvest in brownﬁelds as part of theit CRA commitments.

i

5. Affordable Housing. o

- sElderly Housing Initiative. 1) Hodsing modernization grants to existing elderly housing projects
for modernization, physical redemgn and/or conversion to¢assisted living) 2) Expanded and more
flexible service coordinator grants to meet needs of increasingly frail population in public and
assisted housing; 3) authorlty for PHAs to use vouchers for the housing component of assisted
living costs. J :

'Regional Affordable Housing’Initi:ativefi Targeting regions with severe jobs-housing imbalance
and established partnerships for regional collaboration, HUD would provide grants and loan
guarantees to support planning, regillatory streamlining across jurisdictions, and development.
«Vouchers. An expanded request {\zill focus on incrementals, welfare to work, and homeless.
6. Prox‘,noting'Homeownérship In DistreSSed Communities.
- N , .
sLow-Income Homeownership Tax Credit. Self-Help --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 barrlcrs to homeownership among low-income families, who do not
really benefit from the home mortgage interest deduction. .

sIncrease Allocatmn of Mortgage Revenue Bonds. Each 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 Ieglslatlon in the House to increase the allocation of mortgage revenue
: bonds by shghtly more than 50 percent and then index it to the rate of inflation.

4
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*Expand Use of Mortgage Credit Certrﬁcates Mortgage Credit Certificates (MCCs) are credlts

“against federal income tax equal to between 10 and 50 percent of mortgage interest (to a limit of -
$2,000 per homeowner) issued by state governments. MCCs count against state’s ability to issue

mortgage 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 aliowmg states to not have to count

MCCs against their mortgage revenue bond base.

«First-Time Homebuyer Tax Cre(ilt "The 1997 tax law put m place a $5,000 tax credit for first-
time homebuyers in the District of Columbla To boost homeownershrp in Empowerment Zones,
we could propose allowing any ﬁrst—tune hornebuyer in an EZ to take advantage of this tax
provrslon

i
i

H;stonc Homeownership Assnstancé Tax Credit. The National Trust for Historic Preservation
\]? \Wproposes a 20-percent tax credit to homeowners who rehabrhtate or purchase a newly rehabilitated
historic home and occupy it as a prmmpal residence.

*sHomeownership Vouchers Already’ authorized, would apply rental subsidies to mortgage-related
expenses for first-time homebuyers who were Section 8 tenants.

f\) A H g}m e /ﬁf@v lop/
EDUCATION | L
1. Class Size Reduction. Reintroduce Presrdent s proposal to reduce class size in grades 1-3 to an average
of 18. Needs to be funded on the mandatory side. If , we could combine this with a teacher
quality/recruitment initiative, -so that funds in the early years of the pregram are devoted to (1) incentives fZ

people to enter-teaching and/or (2) teacher trammg and professional development. /£0WV‘3

4 mMWM » ‘M st
2. School Modernization. We've tned thrs on the mandatory side and we’ve tried this on the tax side.
Assummg we don’t get it this year, we’ve got to try again next year.

3. School Discipline/Safety. We are workmg on an overhaul of the Safe and Drug Free Schools Program,
that will: (1) focus the program 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 fsafetyfdiscipline 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 of this program will probably requrre that any shift in emphasrs on greater targeting will
require additional resources. : : ,

4. Teacher Supply and Quahty Here are. three 1mt1a1 ideas for improving teacher quahty The first two
came out of our initial discussions on the Pre31dent s race report. We can decide down the road whether to
keep them focused on high poverty schools, or make them more umversal We can also. break out partrcul
pieces of them into separate initiatives if we Want to: : ’

« Make sure there are qualified tejachers in high poverty-schools. First, encourage and support
state and local efforts to improve the preparation, certification, recruitment, selection, induction,



have high standards and qualified teachers

retention, evaluatmn reward and dismissal of teachers overall Support necessary R&D on critical
- components of an upgraded system, such assessing teacher competence in the classroom. Second,

work to end the practice of disproportionately placing and keeping unqualified teachers in high .

poverty schools. Require states to require prospective teacher to pass basic 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 (what about schoolwides???) with
unqualified teachers, and bar those without an effective system for teacher evaluation (including
removal of incompetent teachers) from | recemng 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,
help attract and retain the best teachers for high poverty schools. Fund induction and continuing
professional development programs m high poverty schools. Prov1de 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 profeésion Minority teachers, administrators, and school personnel
serve as role models for minority students and can provide an important link between schools and
parents » e :
*Establish subject-speclﬁc teacher!admmlstrator trammg mstltutes/academles/centers in every
state. There are crying needs to tram existing teachers in key subject areas, such as reading,
technology use, math/science and otherI 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 unplement 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 either substitute for or

complement the current teacher trammg program (Eisenhower Professional 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 professronal development. We could also establish training centers for

principals and other school leaders.
*Continuing the Troops to Teachelis (TTT) program (due'to phase out in Oct 1999). TTT
provides stipends to encourage retxred military personnel to teach and school districts to hire and

-train them: TTT attracts more mmormes and men into the teaching profession than are traditionally

represented, they have background in understaﬁ‘ed subjects such as math and science, and are more

willing to teach in inner-city classrooms

l

5.. Recruiting and Training Principals. Mos\t states and communities lack good strategies for recruiting and
preparing individuals with the knowledge and skills to provide the kind of leadership and management schools
need right now. We could propose a compet}tlve demonstration program to provide focus, leadership and
effective models for the field. This would not, be a big-ticket item. :

¥

6. Urban/Rural Initiative. This could take two forms. One would be some version of Education Opportunity
Zones--a competitive grants program that rewards performance and requires accountability. A second would

a.fter school programs tutors and other forms of extra help for kids,

H

be to create local performance partner%p:s iny 'which local communities agree to create schools that are safe,
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|
technology, etc. The districts would be responsrble for creating schools with these opportumt1es 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 addltlonal funding based on performance (with
some floor established to mrrumrze the risk for d1str1cts) ,
7. Choice Demonstration Program. Establrsh a demonstratlon program to challenge states and school
districts/cities to expand the range of high quallty 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: - B

- » Community College Enrollment. Hrglh school students should be permitted to enroll in community

colleges, for high school level or college level courses. This step ¢ould provide inner city students with
access to more qualified teachers, because most community colleges have faculty with subject matter
expertise (whereas urban high schools oﬁen have teachers teachmg out of field). It could also help boost -
minority enrollment in college. [see: if this' can bu11d on. exrstmg tech-prep programs, or other
articulation agreements.] ,
* Contract School System. Transform urban 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 management firms, etc. In eﬁect 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 for selecting the schools, identifying new types of schools that
might be needed and soliciting proposals to operate the school, monitoring the performance of each
school and holding it accountable. Under this approach, all schools would eventually be schools of
choice. [see Paul Hill’s work for background on this] '

* Schools located at large employers Encourage large employers to provide fac111t1es on site for -
schools for children of their own employees, while the school district provides the teachers; curriculum,
instructional materials, etc. Dade Countys 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 sites are more diverse than residential neighborhoods (2) save the school districts the cost
of new facilities (3) save employers costs associated with employee tumover and (4) increase parental
involvement in the schools. ] (

*Expanding choice through smaller, schools-within-schools. Transform large, impersonal schools
into smaller schools-within-schools that would dramatically expand choices within public 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 more students to get the personalized learning attention that so many families
want; it also may reduce discipline and v1olence problems. A grants 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
combmed with the "contract"” schools concept by creating a compet1t1ve process to award contracts to
—manage each school-within-a-school to teachers, non-profits, charter schools, etc. |
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8. Engllsh Language Acquisition. As part of the planned overhaul of the Bilingual Educatxon Program we’
should consxder a number of initiatives:

* Make every LEP chlld competenl; in Enghsh wnthm 3 years of obtammg services. Enghsh
_, language competency is the key to success in schooling and the economy. ESL and similar services
should be made universally available to all students who need them. Federal funding can provide

W@m&tchmg grants to States to do this. The requu‘ement--mcludmg funding and accountablllty--for serving

LEP kids and helping them become competent in English within 3 years should be built into the Title
1 program. Other programs, such as aﬁermschool and technology, should also be designed so that in -
schools with significant numbers of LEP‘ kids, they are also focused on helping kids learn English within
3 years. | _ ‘
, B

o Support English Plus. In addition 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 dramatlcally increase the number of students who leave school fluent in two

. Or more languages regardless of their| natlve language.

A ' * Support demonstrations of, and lf effectlve greatly expand “Newcomer High Schools” for
» l}\ recently arrived immigrant students. .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 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 rate), these
students must learn English, take the requlred content courses and catch up to their U.S. peers. Some
district have developed Newcomer programs --¢ither a separate school or a school-within-a-school.
These programs typically educate students@‘or’a  lignited period of time (most for less than two yea@
before enrolling them in their home schools. Three such schools are 4-year high schools. The programs
reach beyond the students themselves, providing classes to orient parents to the U.S. and 63% offer
adult ESL classes. There are currently 75 such programs in 18 States and the Center for Appli€d
Linguistics has sponsored an-evaluation of their effectiveness..

; ; ‘ .
9. Quality pre-school education. We can propose an initiative to make quality pre-school universally
available, or at least universally available for poor kids. There should be two key components to this. One is
to provide a number of funding streams to pay for it.” Head Start should be the base, though we should also
look at ways in which Tntle 1 could play a larger role. Second, we should provide incentives to both preschools
and school districts that receive federal- funds to work together to help ensure that the preschools programs
are focused on helping kids get ready for school, by requiring the schools to reach out to preschools and let
them know what they expect kids to know and be able to do when they come to kindergarten, and bz giving

!

the preschools the help they need to pr0v1de an appropnate curriculum. W “§Y)

l .

10. Federal Matching Funds for AP coursés and for AP and SAT/ACT Preparation. The President has
made universal access to two years of higher education a priority, and has created ways to alleviate the financial
hurdles. A logxcal next step in improving the 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 mechanisms to encourage states-to improve access to AP courses and
preparation for AP tests in low-income schools in areas where AP courses are not available, funds could be
used for partnerships with community colleges that offer similar courses. Similarly, matched funds could be
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. in courses and programs that will help them succeed in their local job market.
: | 2 1 ,
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used to do one of a number of things for SAT;/ACT preparation: pay for low-income youth to attend prep
courses (e.g., Kaplan; Princeton Review); fund poor school districts toset up-their own test prep programs;
as in America Reads, waive the federal match for Work Study students who help prepare drsadvantaged
students for the tests. ' ) « .
[ | '

11. “High Hopes" for Adults. While the Premdent has made enormous progress in making available
resources for higher education for people of all 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 informational campaign

.~ encouraging adults to go back to school and mfonn them of new resources available to help, including Lifetime

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

" Investment Act, and Pell Grants (which apparently 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 partnerships of business, community colleges, labor unions, one-stop

centers and others to provide the information and counseling needed to encouraﬁj%;is{zdults to enroll

12. Encourage High Schools to Offer/Require Service Learning.” We should consider expanding the
service learning initiative (Leam and Serve) to encourage more school districts to incorporate service into their
education programs. The service learning program could be expanded to provlde a stronger infrastructure, e.g.,
service coordinators for high schools, in order to make the service experience both more rewarding and
educational for students. - L

?
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1. Long—Term Care and Médicare' Reforms for Elderly, Disabled and Their Families
t

. Provrdmg new long—term care tax credxt Along with the lack of coverage of prescnpnon drugs,

- the poor coverage of long-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 care givers 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 locbpholes, and would helpfabout 3.4 million people).

* "Offering private long-term care msurance to Federal employees Since expanding Federal
programs 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. Under this 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 admrmstratwe costs; OPM estimates about 300,000 pamcrpants)

l
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* Providing new tax credit for work-related impairment expenses for people with disabilities.
Almost 75 percent of people with significant 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 Task Force on Employment of Adults with Disabilities, would
give a 50 percent tax credit, up to $5, 000 for impairment-related work expenses. It could be a stand
alone 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 closmg tax loopholes
and would help about 300,000 people)

» Offering new family care giver one—stop-shop” dupport program. About 50 million people
provide some type of long-term care to famity-and-friefids. Families who have a relative who develops
long-term care needs often do not knoWw how to provide such care and where to tum for help. This
proposal would give grants from the Adrr:ﬁrﬁstration 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 cogmtlve impairment. This ass1stance would include providing information, counseling, training
and arranging for respite services for care givers. (Cost: About $500 -750 million over 5 years).
. Adding prescription drug cover:fnge to Medicare (new policy). The lack of coverage for
prescription drugs in Medicare is widely believed to be its most glaring shortcoming. Recognizing the
medical community’s reliance on prescriptions for the provision of much of the care 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

entury as the vast majority of advances in health care 1ntervent1ons will be pharmacologically-based.
Responding to this fact, Republicans and Democrats on the Medicare Commission, as well as almost
every health care policy expert, are consistently stating that reforming 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 recommendations. (Cost: Varies significantly depending on
proposal, but could be $1 -20 billion a Year; assumed offset would be Medicare savings, which might
more easily be achieved i in context of albroader reform proposal)

i
» Establishing a new cancer clinical tn;als demonstration (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 younger Americans.
This proposed three-year demonstration, extremely popular with the cancer patient community, would
. cover the patient care costs associated w1th certain high-quality clmlcal trials, (Cost $750 million over
3 years) 4 ( :

. : : ) \
» Redesigning and increasing enrollment in Medicare’s premium assistance program for
vulnerable seniors (extension of July executwe action and new policy). Over 3 million low-income
Medicare beneficiaries are eligible but do not receive Medicaid’ coverage of their Medicare premiums
and cost sharing. Many more may not get enough assistance through the new, BBA provision that is
supposed to help higher income beneﬁmanes. We are developingia range of proposals that build on the
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'President’s actions in this area to better utilize Social Security Offices to educate beneficiaries about
this program, to reduce administrative complexity for states and to give them incentives to engage in_
more aggressive outreach efforts. (Costs vary dependmg on pollcles probably about $500 million to
$2 billion over 5 years) i

1
!

2. Health Insurance Covera e Ex an'sions ahd Reforms 7

' e B - o mmﬁf
* 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 becormng sick; have a weakened connection to
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 involuntarily lost their jobs and health care coverage; and (3) give
retirees 55 and over whose retiree health benefits have been ended access to their former employers’
health insurance. A proposal such as- thls would be minimally necessary for any serious consideration
of proposals to raise Medicare’s ehglblhty age. (Cost: About $1.5 billion over 5 years, which would

assist about 300,000 peop e) %){ N\WVM'? 0\( L e f{\sﬁ/@o@ WmM

. Expandmg health insurance optnons for people with dlsabnhtnes -J effords/Kennedy bill (new
policy, but the concept was endorsed by you in this past summer during your ADA anniversary
commemoration). People with disabilities who want to return 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, because of limitations that the Republicans insisted on incorporating
“(like an income cap on eligible populatlons) no-state has yet :taken up this option. Working with
Senators’ Jeffords and Kennedy, we are proposed to: (1) expand the BBA Medicaid buy-in option by
lifting strict income and resource limits and allowing states to cover less disabled people as well (such
as working people with HIV AIDS); (2) prowde grants to states as incentives to take these options; and
(3) extend Medicare coverage for people leaving SSDI for work. So far, the dlsablhty groups, the NGA
and a growing bipartisan Congressional coahtlon are supportive. (Cost: about $
offset by Medicare and SSA fraud savmgs that were in the FY 1999 budget). v
3
* Offering health coverage for the temporarily 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 month cite a change in lemployment as the primary reason for losing coverage. 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 rnsk of losing the portability protec‘aon provided. by the
~ Kassebaum-Kennedy law. The proposal would provide temporary premium assistance for up to six
-months for workers between jobs who prevnously had health insurance through their employer, are in
between jobs, and may not be able to pay the full cost of coverage on their own. (Costs depend on
whether it is done as a demo (about $2.5 billion over 5 years, which would help about 600,000 people)
or nationwide (about $10 billion over 5 years, which would cover about 1.4 million persons).

* Providing coverage to parents of children on CHIP (new pohcy) Since chlldren who are
unmsured usually have parents who are' unmsured an easy way to target uninsured adults is to extend
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eligibility for Medicaid or CHIP to parenls of children covered b}‘f these programs. This has been done
successfully in some states, through Medicaid 1115 waivers,:and would be a logical next step to
covering low~1ncome adults. (Cost: Depends on the proposal and assumed take-up rates by the states).-
. Establishing a new state option to eXpand coverage through Medicaid eligibility simpliﬁcation
(new pohcy) 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 parents but not adults withouit children --even if they
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 only would such an approach s1mp11fy the Medicaid program for families and states; it would
prowde an opportunity for significant coverage expansion. . 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 Budget and Policy Priorities.  (Cost: Depends on the proposal and
projected ceverage expan51on take—up rates)
. . l .

+ Establishing new and ‘effectnve chlldren s health insurance outreach initiatives  (FY 1999
budget; not passed and new policy). The success of the Children’s Health Insurance Program (CHIP)
and Welfare reform may well depend jon 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 campalgns 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 natlonmde media campaign that we are planning to launch in-
January with the NGA and America’s Promxse (Cohn Powell’s group). (Cost: Between $400 and $1
- billion over 5 years.) {
|
. Estabhshmg new voluntary purchasmg cooperatives (FY 1997, 1998, and 1999 budgets, not
passed). Workers in small firms are most likely to be uninsured; over a quarter of workers in firms
with fewer than 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 larger firms. This proprosal would provide seed money for states to establish voluntary
: purchasmg cooperatives. These cooperatlves 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).

: i , * g
« Strengthening OPM’s hand in negotiating 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 employee population. However, it also results because OPM has
fewer tools at its disposal than private ‘sector employérs This proposal would increase the bargaining
power of OPM as well as implement other provnslons that could reduce health premium costs to both
the Federal government and F ederal employees. Although these types of proposals have been
controversial since they affect plans that want to participate in FEHBP, there may be an opening this
year because of two consecutive years of high premium growth. (Could be savings, depending on the
proposal) : :
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3. Public Health/Underserved Populations |
. Combatmg Resistance to Antl-blotlcs (Super Bug). Recent reports have indicated that resistance
to anti-biotics is becoming a major pubhc health crisis. Some viruses, such as pneumonia and many
hospital-based infections, are starting to beat even the strongest anti-biotics, causing prolonged illnesses
and even death. For example, pneumoma, which impacts over 500,000 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 generally 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 and if drugs were prescribed and used more appropriately. For
example, there are over 50 million 1nappropnate outpatient antibiotic prescriptions written annually.
The budget could fund a major public health campaign that would: educate consumers and health
providers to help assure appropriate use of anti-biotics; and improve surveillance and research efforts
to understand which antibiotics are at n's%< for becoming ineffective and why. (Cost: up to $50 million).

_ , .

o Improving Access to Health Care in Underserved Rural Areas. The 25 million Americans that
live in rural areas frequently do not have 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 care 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 of their populations; providing assistance to states to help take advantage of a Balanced Budget

: Act provision that provides higher Medrcare 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 nurse practitioners. (Cost: Unclear. Approximately $100 million).

. A L .

* Improving Access to Emergency R(;om Care for Veterans. As part of the President’s request to
bring Federal health programs into comphance with the patients’ bill of rights, the issue of whether the
VA provides veterans adequate access to emergency room services has been widely pub11c1zed The VA
currently only reimburses for VA emergency visits at VA hospitals, which is certainly not consistent
with the patient protection to assure emergency 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 falling short on our commitment to
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, Food Safety, and other FDA priorities. ~ The FDA has
unprecedented new challenges, 1nc1ud1ng -a surge in promising technologies and drugs that need
approval; increasingly challenging diseases, such as AIDS and emerging pathogens; important public
health issues such as food and blood safety; as well as major new statutory responsibilities from FDA
reform. However, funding for this dgency has not increased in several years. This has serious
implications for the agency, as food mspectrons organ banks, and drug companies are rarely inspected
and it is more challenging to meet drug approval needs. Since Congress has been unwﬂlmg to fund user
14
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fees for FDA, it may be necessary to make ita priority to fund FDA at higher levels (Cost: $100 to
$300 million). . o |

~ «Food Safety. The President's FY 2000 budget will build on the food Safety Imt1at1ve by expandmg
resources for collecting food safety data (Foodnet, Pulsenet), inspections (especially imports), and
research. This continues the President' s historic efforts to ensure food safety issues are considered as
part of a comprehensive, scrence—based policy.

* Investing in Promlsmg DOD Breast Cancer/Prostate Cancer Programs. We have continually
highlighted DOD’s innovative, popular cancer research’ programs (most recently the President -
announced grants in the DoD prostate cancer research program in his Father’s Day radio address).
However, we have received increasing scrutiny as to why your budget never proposes funding for this
critical program by‘advocates who question your commitment to this program and believe that the lack
of an Administration proposal makes it much more difficult to lobby for this funding on the Hill. DoD
is somewhat resistant to this concept és they believe that even though they have developed a model
program in response to a Congressronal mandate, cancer research is not within their military mission.
(Cost: it is unclear what the Congress wﬂl propose for this year’s funding (the Senate bill includes $250
- million). If you chose to fund this area, we would need to at least match FY 1999 funding and potentially
increase this amount. i
}
+ Continuing the President’s Successful Race and Health Initiative. The race and health initiative
" proposed in the President’s FY1999 bludget was extremely well received by the minority and public
health communities. As part of this initiative designed to eliminate racial health disparities in six critical
health areas, we committed to investing $400 million over five years. Therefore, it is important that the
President’s FY2000 budget include no less than the $80 million we promised for each year, and we may
want to consider additional funding forithis issue. (Cost: $80 million).
. Investmg in Promising Blomedlcal Research Your FY 1999 budget mcludes historic increases in
the NIH. However, the Congress will no doubt fund NIH at higher levels, regardless of how much you
propose in this area. Therefore, you could either continue to fund this research at historic levels or since
Congress will likely anyway, you may want to propose less to make room for other priorities. (Cost
over $300 million to $1 brlhon) 1 :

. Improvmg Access to Promlsmg HIV/A]])S Drugs. Since there has been so much progress in
therapies for HIV/AIDS, the AIDS cammumty 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 with HIV 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 $IOQ million). ‘ :

e Irnproving Health for Medically 'Underserved 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 recogmzed that the IHS, the main resource for Indlan tribes who dehver
, 1 A
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health programs to their communities, is not sufficiently funded to address the needs of this population.
We could develop a number of i 1n1t1at1ves to help improve health for Native Americans, including:
focusing on particular health problems such as an elder care, domestic violence, or alcoholism;
providing an overall budget increase allowmg more resources for all services; or desperately needed
improvements in sanitation or other publlc health infrastructure efforts. This would build on your
efforts to elevate the Director of IHS to an Assistant Secretary position and your participation in the
conference on “Building Economlcg Self-Determination in Indian Communities” and would

-~ compliment well the President’s race and health initiative. (Cost: about $100 million).

4. Increase the Indnan Health Service budget,. :‘ re of the targeted population, we should

et e, elder health

!
HOMELESS |
1. Homeless Veterans. The National Coahtlon of Homeless Veterans estimates that there are as many as
275,000 homeless veterans on any given mght According to the Department of Veterans Affairs, an
approximately $60 million increase in funding v«gould 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 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 éreate a S-year pilot project for the VA to sell off property with
g 10 percent of the proceeds going to local homelessness 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 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 agenmes 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 01rcu1at_mg their proposal within a couple of weeks. OMB would
propose to permit VA to sell 25 pieces of property, but does not have a cost estimate yet.

3. Homelessness Demonstration Project Mﬁdeled 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 similar to TANF
so that there is a measure of how many persons have been made self-sufficient. There could be a perfonnance

bonus for the demonstration project if the goal of the project is met.

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

‘estimate to determine that, over time, dollars would 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 g’roups who are Medicaid-eligible.
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1. Consumer Bill of Rights. A consumer bill of rights could address a number of areds such as enforcement,

_ notice to consumers, and dissemination of mformatlon 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’ Brll of Rrghts area. We could‘

. include a nurnber of different areas such as the. following: :

- vAuto Insurance Fraud. Auto insur'a.ncge‘ﬁaud is a $13 billion-a-year problem in America. We could
propose significant funding for a IustieeiDepartment anti-auto insurance fraud. Since an estimated 13
percent of auto-insurance premiums go to pay, for fraud, we could claim that thrs eﬁ‘ort will help drive
down auto-insurance prermums o o : :

’ -Slammmg/Crammmg. ‘Craxnnnng, in \fvhich con artists add bogus charges to consumers’ Eelephone :
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 telephpne companies say they will follow. We could add money for
enforcement to the FCC and/or DOJ. In May, the Senate overwhelmmg passed legislation that would 3
impose new penalties on slammers and{ would eliminate common slamming methods, such as contest
entry forms that, when 31gned by unsuspectmg customers, authorize a switch of therr long-dlstance
carriers. - , e
-Telemarketmg Fraud. Telemarketmg fraud is among Arnenca s worst white-collar crimes, robbmg
unsuspecung victims of an estimated $40|billion per year. We could increase thé FBI budget to increase
mvestlganons of this type of fraud. Reéently, the Washington Post reported that volunteers from the
American Association of Retired Persons (AARP) work undercover for the FBI, posing as potential
victims to catch telemarketers on the prowl. Because telemarketing fraud often is targeted agamst the
elderiy, we could combine this piece w1th the elder abusein a separate event. :

/ .

~ATM Proposal. Weinstein proposes»that Tr’easury ‘publish an annual report on consumerfinancial
issues, ‘including. ATM fees. In each report, Treasury would provide a list of insured financial
institutions based on geographic d1v1srons and by size. Treasury would, report on the following
categories: (1) Fees charged to deposrtors 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 1nst1tutlons (5) Minimum deposit - - requirements for checking
and savings accounts; (6) Fees for overdrafts and (7) Checking account fees. We will need to develop

... categories which underscore the differences 1 in types of accounts. If we just list checking account fees,
- the fees that aren't reported. would zncrease ) : : -

l

TOBACCO

1. Tobacco Counter advertlsmg Fund a $200 million per year tobacco Counter advertrsmg and education
campaign, as proposed in the President’s 1999 budget and McCain legislation. This campaign would develop

|
I
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Counter advertising and purchase enough mediaf time to reach teens at least four times a week. The campaign -
would also fund an extensive school-and comf'nunity-based anti-tobacco education campaign.
|
Tobacco Cessation. 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). A full course of these treatments costs around $200-300 (fcf a
three months supply, without counseling). However less than half.of managed care organizations provide
coverage of any AHCPR-approved therap1es and those that provide coverage may impose cost-sharing
requirements that hinder access to treatment. 'In fact, a study of managed care in Washington State found that
liminating copayments for smoking cessation: services significantly increased participation rates.
Continued call for comprehensive legislatzion to stop children from smoking before they start. Tota_l
. combined cost of all these initiatives: $855 million over 5 years. We could make a series of proposals, some
part of the 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 of cessation as a medical expense and expanded
coverage of 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 covering over-the-counter nicotine replacement therapies under military health care
coverage as part ofa comprehensrve m111tary w1de anti-tobacco plan. Cost: $60 million per year.

-Antl-tobacco workplace mltlatlves by DOL andA 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). OPM could disseminate a model workplace cessat1on program
for all federal agencies (agencies would use exrstmg appropriated funds).

¢ Medicaid coverage. Currently, smokmg cessation prescnptlon and non-prescription drugs are
optional state benefits under the Mehicaid statute. We could propose to require states to cover
cessation, as the McCain bill did (CBO estimated cost: $120 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 statesfan 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. Cu‘rrently, 23 states cover Zyban, 6 states cover non-prescription
treatments, and 5 states cover cessation counsehng ‘A study by the Center on Addiction and Substance
Abuse at Columbia University found that over 42 percent of Medicaid recipients smoke, as compared
to 25 percent of the general populatlon and that nearly 10 percent of all Medicaid hospital days are
attributable to smoking. ‘ ‘ ‘
* Veterans. 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, -
regardless of their eligibility for other VA health care services (currently less than 15 percent of veterans
receive their health care through the VA system because of statutory limits --veterans must be low ,

i
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income or have a service-related mjury) The VA would contract with private sector entities to ﬁrrmsh
AHCPR-approved services to 1nterested veterans. OMB estimates that this proposal would cost $87
m\llhon for the first year, and $435 rmlhon over 5 years. Thirty-six percent of the 25 million veterans
in this country smoke i i

- |

\ »Tax Treatment. Currently, the cost 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 ofﬁc:1al medical authority classification of smoking as a disease
would allow cessation to deduct these expenses Treasury is interested in pursuing this in 1999. This

Zﬁmld be done.outside of the budget. | | : /

AN ; * :
/+ Federal Employees Health Beneﬁt Program We could requlre 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 ralse the number of treatments allowed per lifetime to account
for the fact that the average smoker requlres three to five cessation attempts before they successfully
quit (i.e. requxre coverage of $300- 400 per treatment, with three maximum treatments covered per
lifetime). Another option is to waive the deductible and copayment requirement for cessation benefits.
Currently FEHBP fee for service plans, which cover 70 percent of beneficiaries, are required to provide

* onlyf$100 in sr\nokmg 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 smoking cessation benefits varies greatly. This would
be done outside of the budget, but would have to occur in the spring as part of OPM’s annual letter to
contracting plans, establishing the terms for the follomng year of coverage.

AP o dudy Druneds .
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1. Helping the Hardest-to-Employ Get and Keep Jobs.

' 1

» Extend Welfare-to-Work Grants a%nd 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 welfare recipients, and non-cuistodial parents of children on welfare,
and at concentrated areas of poverty. 75% of the funds are allocated to states, who in turn pass them
to local Private Industry Councils and 25% of the funds are available on a competitive basis. We expect
DOL to propose extension of the grant program in their FY 2000 budget proposal. We should consider
revising the statutory language to mcrease the focus on mcreasmg employment of fathers. While there
is a significant level of interest in servmg this population, there is likely more we could do to increase
‘the quantity and quality of services. !This should also increase support from the Ways & Means
~ committee as Shaw is very interested in fatherhood issues. . Possible approaches include requiring states
and communities.to designate a mlmmum portion of WTW formula funds for fathers, setting aside a
portion of competitive grant funds for thls purpose, or earmarking funds for needed technical assistance
and capacity building on this relatively new area. Other changes worth considering; shrfhng more funds
toward competitive grants, increasing tnbal set aside (currently 1%), and streamlining data collection
requirements. Assuming level fundmg,} this would cost $1.5 billion annually
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sRequest Additional Welfare-to-Work Housmg Vouchers We are unllkely to get the full 50,000

housing vouchers requested for FY 99. This approach 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 authorttles to convert Section 8 vouc /er that are tu ng)over to the
more ﬂex1ble approach of the WTW vouchers. j)ﬁ r}\,‘y\g

|
¢ Invest in Increasmg English Langhage 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 a barrier 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, whether there uccessful models that can
be replicated, and what the demand is.; | : Y -

.2. Helping New Workers Succeed in the‘ Wo_rkforce/Achieve Self-Su\ﬁciency.
There are several ways to ensure people moving from welfare to work can get to their jobs:
‘ i i ‘ A
* Request full $150 million authorized for Access to Jobs for FY 2000 (TEA-21 set guaranteed
funding from the Highway Trust Fund at $60 million for FY 2000). This would allow DOT to fund .
more competitive grants. Note these funds can be spent on current and former welfare recipients, as
well as families up to 150% of pbvertyl so they help the working poor as well.
|
* Donate surplus federal vehicles to welfare to work programs. These could be given, leased or
sold to current and former welfare rec1p1ents for whom public transit it not a viable option, including
those living in rural areas. Cars copld be allocated through community-based organizations or

intermediaries. This could be modeled ‘after the initiative to donate federal computers to schools.
! . . i .
! ‘

*Help former welfare recipients access funds to purchase cars. In some areas, public transit is not
alv‘iable 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 of America, and other organizations, currently offer 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 fundlng from foundations and private financial institutions. They are
also seeking federal funding to help w1th this expansion. Possible sources include: HUD, Tredsury,
DOL WTW grants, as well as ex15t1ng federal and state TANF funds: Another option is to expand
allowable uses of IDAs to include purchasmg a car needed to go to work. l‘/

|

*Connection between TANF and Unemployment Insurance. There is growing interest in exploring
the relationship between these two systems. Historically, few welfare recipients have qualified for U,
and some have essentially used- AFDC as a form of unemployment insurance. As more welfare
recipients joining the labor force, we need to consider the most appropriate way to provide income
support to them between jobs. Various approaches include: (a) changing rules of the UI system that
make it hard for former welfare rec1p1ents to qualify for UT once they go to work and in the event they
lose a job and (b) creative uses of federal 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

N |
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_ retention and rapid re-employment. This could be considered as part of a more comprehensive UI
’ reform initiative that NEC has been considering, but it would not depend on that. NOTE: NGA hasa
grant to explore this issue and several States are trying innovative approaches. While we do not have
to frame the issue in terms of planning for economic downturns, it seems prudent to address this i issue
earher rather than later. , |
| |
‘ Optlonal State Coverage Expansron Through Eligibility Slmphficatmn (new pohcy) In the
wake of welfare reform, Medicaid ehgﬂnhty 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 children --even if they 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 only
would such an approach simplify the Medlcald 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
pr03ected coverage expansion take—up rates).

«Transitional Medicaid. Families ca‘n currently receive Transitional Medicaid for up to 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 and the
12 months transitional period is too short for many families. The budget could eliminate some of the
current prescnptxve reporting requ1rements 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 of coverage
into two 6 month segments with different co-pay and benefit rules) and allow states to provide a full
12 months of coverage 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
\ provide states the option of extending transitional Medicaid to 24 or 36. These lde:iﬁ ‘. to be fully

Nuldiscussed, vetted, and costed out. The current program reauthorization sunset$
\u.., =
oExtend the Work Opportunity Tax Credlt and Welfare—to-Work Tax Credits (WOTC has already
explred and WTW will expire in 1999)’

f
PER]

DISABILITY POLICY

w

1. Expandmg the Defense Department’ “CAP” program. The Defense Department’s Computer
Accommodations Program ("CAP") purchases eqmpment for DOD employees with disabilities to allows them
to keep working if they 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 on what equipment is purchased not the employee). It has provided
“over 9,000 accommodations since its inception 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 computer keyboards for people with dexterity problems, that allow
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.people With disabilities to work. ExpandingI the program has the srrong supporr of the Administration’s V

appointees with disabilities, in particular for Tony Coelho, chair of the Presrdent's Committee on Employment

of People with Disabilities. |

{
1

Defense has estimated that it would cost $8 mrlhon 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’ they are ready to take on the added responsibility.

2 Tax Crednt for D: ability Related Expenses NewTax credit for employers and/or 1nd1v1duals with

3. New BR]])GE grant program. This’ program would create interdisciplinary consortiums of service
providers (employment -transportation, etc.) to better assist people with disabilities in going to work. NEC and
DPC will recetve revised proposal shortly from the President’s Task Force on Employment of People with

Disabilities and will evaluate and vet -
; =

4, Informatnon and Commumcatlon Technologles for People with I)lsablhtles NEC has developed draft

proposals now being vetted to ensure that new technologres 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 generatxon of engineers, etc (Tom Kalil is working on this,
coordinating with DPC and OMB)

i s ke 2 o S o o
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Tobacco Industry Documents. In October we expect to receive-a plan from HHS' outlining.
how to make tobacco industry documents more accessible to the public. Follow up work will be
needed to implement this plan. While we can probably secure some pmfate fundmg for this
purpose it is 11kely that federal fundmg w111 also be needed

‘
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Effects of Welfare Reform on
Unemployment Insurance .

: by k
Wa yne Vroman

: Number A-22in Senes "New‘Federallsm Issues and Optlons for States

The nonpamsan Urban Institute publtshes sludles reports and books on t/me/y topics worthy of publrc o
consideration. The views expressed are those of the authors and should not be attr/buted to the Urban /nst/tute its

trustees, or its funders.
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ne goal of welfare reform is to'move larger numbers of welfare"recipients into work.
If the aims of the 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
welfare benefits at that time.1 , :
Low education and lack of work skllls and experience put current and former welfare recrplents
at special risk of unemployment. The national un employment rate for persons 16 and older in .
the labor force averaged only 4.9 per ce{nt in 1997, but former welfare recipients can be

expected to have jobless rates that are tWIce the national average 2

Nonetheless, the antlc;lpated in crease |n the unemployment pool resultlng from welfare reform
is modest. Because of low earnings and; other factors, only a small fraction of adult welfare '
recipients who enter the labor market wrll become ellglble for unemployment insurance (Ul).
benefits under current rules. Moreover, neither federal nor state laws governing eligibility are -
likely to change in ways that will enhance access to unemploymerit benefits for unemployed -
former welfare recipients. Thus, these new workers’ impact on the Ul system in terms of
added beneﬁcranes and costs, wnll be hardly notlceable '

How Unemployment Insurance Works

State Ul programs are deSIgned to pay cash beneﬁt payments to mdrvrduals who lose jObS

" through no fault of their own. These payments provide temporary, partial re placement for.the

loss of labor market earnings occasioned by unemployment. In 1996, the number of active
claimants averaged 2.6 million per week or 35 percent of all unemployed persons aged 16 and
older. Benefits typically equal 50 to 70 percent of previous after-tax wages for weeks when
b}enet" its are received. Aver age benef t duratlon ranges between 13 and 16 weeks, with a llmlt
of 26 weeks. e v ;l, l , :

Unemployment insurance programs are admmlstered by the states and exhibit consrderable
variation. In 1996 the weekly wage of covered workers averaged $548 nationwide, but ranged
from more than $700 in three states to jess than $400 in.two states (table 1). The nationwide
ratio of insured unemployment (active clalmants or 1U) to total unemployment (TU) among all
persons 16 and older averaged 0.351 m 1996. But state-level IU:TU ratios fell below 0.250 in ~
eleven states and exceeded 0.500 in five states. Low.IU:TU ratios were more common in the
southern and Rocky Mountaln states, whlle hlgh ratios were more characteristic of states i in-
. . . ~
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the Northeast and along the Pacmc coast )
Interstate dwersxty in benefi t rectprency rates reﬂects both monetary and nonmonetary Ul

eligibility requirements. Monetary ellglbllrty criteria vary among states, but typically the' claimant
must have earnings that exceed specifi ed amounts during an earlier 12-month base period. In

nearly all states, the base period is the earlrest four-of the past five fully completed calendar =

quarters. To be monetarlly eligible, the clalmant must have earhed more than.a specrﬂed

- amount for the full base period and a second (lower) amount for the quarter of hlghest

‘earnings during the base penod 3

| 'Small Impacts on the Sys’tem

S , Knowmg how.many unemployed workersi in the general populatxon apply for and reoelve ul

a modest effect on the Ul system l

benefits helps us understand why former welfare recipients who are unemployed will have only

About half, of all persons who expenenoel unemployment apply for unemployment beneﬁts |
The combined effects of monetary and’ nonmonetary disqualifications preclude about 30

- percent of applicants from receiving beneﬁts Others who satisfy-all eligibility criteria do not

actually collect benefits mainly because they return to.work quickly following their job’
separations. In the aggregate, the nurnber of actual recipiénts. ranges from 60 percent to 70 -

: _percent of applicants. Between 1990 and 1996, the national recipiency rate averaged 0.34 of

all unemployed individuals: Recipiency. rates are highest during the early stages of recessions
when an increased share of the. unemployed are job losers. Within the pool of unemployed

‘persons, Ul recipients are drsproportlonately jOb losers, dlsproportlonately older and

dlsproportlonately male

_Relative to the current pool of jobless workers unemployed welfare reolplents would be less

likely to receive Ul benefits for four reasons. Flrst a measurable:share who experience

" unemployment will find it difficult to satrsfy Ul's monetary eligibility criteria, which most -

adversely affect workers paid low. hourly wages. Although monetary ellglblllty requwements are

-not particularly stnngent for full-time workers and those with hourly earnings close to the -

statewide average,2 4 they are more stnngient for those who work short weekly hours and/or are:
paid low hourly wages. Former welfare reolplents are not likely to earn the average weekly
wage due both to short hours and low-wage rates. If a single mother formerly on AFDC in
Kentucky makes, say, only- $103 working 20 hours a week at the minimum wage '($5. 15) she
would have to have workéd 14.6 weeks to qualify for Ul, in. contrast to the 3.1 weeks for the ,
worker recelvmg the average weekly waqe (table table 1)... I '

jSecond the deflmtlon of the. base period for determlnlng earnlngs ellglbllrty is also llkely to S

recent earnmgs—from the quarter when the Ul claim.is fi led and from the full precedmg
calendar quarter—in determining monetary eligibility. This often makes it difficult for low- wage

workers who are paid on an hourly basisjand who work intermittently—both categones that °

-apply to former AFDC rec;prents—to meet the eami ings required for ul ellglblllty

. The third factor inhibiting former welfare reCIplents receipt of Ul beneﬂts is related tothe - |

20f8

-reasons for leaving work. Quits and discharges for misconduct typically dlsqualrfy applicants-

for unemploymenit benefits. The dlsquallflcatlon penalty usually lasts for the entire spell of

+ unemployment, plus a short time interval at the subsequent job while the person: “requalifies. Cl
- The majority of former AFDC recipients are single mothers who have family responsibilities -

that are likely to cause above-average rates of separation from work for-reasons that will be -
deemed disqualifying. Fewer than half of, states recognize personal reasons for. leavmg .
employment such as to take care of illness in the family, nor do they allow benefit payments
when the person later seeks reemployment. In short; disqualifying job separatlons will -
probably occur more frequently among former welfare remptents than among the overall

 9/9/989:56 AM
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Low Added Costs

o
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g ,
Finally, all states require that.the Ul appllcant be abIe to. work and be available for work. Since
availability in most states is interpreted to mean availability for full-time work, this would cause

many eligibility disqualifications among former welfare recipients. Otherreasons for
disqualifications could.include failure to provide evidence of active work search and failure to

- report for required periodic reassessments of contlnumg eligibility.

b

|

i ‘
l
Due to the inability to satisfy monetary on other Ul eI|g|b|I|ty criteria, no more than 20 percent of

former welfare recipients who exper |ence 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 UI recipients. Below-average base period earnings

‘would limit former weIfare recipients’ weekly benerlts and weeks of potentlal benefit duration.” |

- Assuming that weIfare reform added:1 rn|II|on persons to the labor force in 1998 and that

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

unemp|oyed individuals nationwide would increase by 100,000.8 8 |f 20 percent of former
welfare recipients receive Ul benefits and have a per case cost that is half the national
average, the number of Ul beneficiaries would increase by about 20,000 in 1998 and costs by
about $100 million (in 1996 dollars). This, would represent a 0.8 percent increase over the

- current Ul caseload and a 0.5 percent add|t|on 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 labor force and.that the unemployment rate for adult welfare recipients was

about 10 percent, or twice the national average. These added costs are modest, and would be
even lower if the McMurrer Sawhlll and |Lerman (1997) e stlmates of added labor force growth
are correct. . :

Laws UnI|ker to Expand EI|g|b|I|ty

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

. But Ul legislation to assist such persons has 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 reC|p|ents) eligible to receive unemployment are not likely to
change soon in ways that will broaden th|s populatlon s access to Ul benefits.

This seems to be the case despite suggestlons at the national level to liberalize eligibility
criteria. Among its 1996 recommendatlons the Advisory Council on Unemployment
Compensation (ACUC)—appointed by Congress and the president to suggest ways to
improve the Ul system—stipulated methods of increasing access to benefits.2 The -
recommended changes, if implemented, would be favorable to low-wage workers including

+ former welfare recipients. Among the ACUC suggestions: base Ul eligibility on hours of work

rather than total earnings; offer an aIternatlve base period that would include some or all ‘
recent earnings; and allow those seeking part-time work to be eligible for Ul if they previously -
worked part-time. It is unlikely, however, that more than a few states will voluntarily adopt
many of the ACUC recommendations relating to expanded benefit access—because of .
possible increases in Ul taxes that couId follow.

l
Most states appear motivated to operate Ul programs at thelr current level or at a reduced
scale, not to expand eI|g|b|I|ty The trendl among state legislatures is to lower taxes to

i

|
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favorably affect the' business climate 'and;t_o tighten Ul administration to ensure that eligibility

provisions are clearly defined.and strictly enforced. States’ desire to.hold down unemployment
insurance costs was reflected in their response to the most important federal Ul legislation of
the 1990s—the Emergency Unemployment Compensation (EUC) Act of 1991. Under this

~ legislation, states were given the option of establishing an alternative mechanism for triggering

federal-state Extended Benefits (EB), wh|ch are financed on a 50-50 basis by the states and
the federal government. Only seven states elected to implement the alternative trigger, even
though it was generally recognrzed as more likely to activate EB than the preeX|st|ng tr|gger

The EUC program also provided federaIIy funded emergency Ul benefits to state-identified -
long-term unemployed persons who exhausted regular Ul benefits. All states, to one extent or
another, gamed the EUC program by maklng it easier for claimants eligible for benefits from:
the state-financed regular Ul program to! secure “alternative” EUC benefits. Workers.with
remaining EUC eligibility were given a ch01ce between state-financed regular Ul and federally
financed EUC benefits. Of the two, EUC typically provided for higher weekly payments. A
worker electing to receive EUC payments retained full eligibility for regular Ul benefits after
EUC eligibility was exhausted. Not surprisingly, when presented with the option, most
claimants elected EUC. Both responses to EUC were largely motivated by state desires to
economize on state-financed costs of Ul|benef|ts . .

Leg|s|at|ve changes at the state level underscore states reIuctance to expand Ul eligibility or
to increase employer Ul taxes. Between}1992 and 1997, 14 states added provisions to

disqualify from eligibility persons discharged from emponment for refusing to take a drug test.

During the same period, 13 states enacted provisions that disqualify employees of temporary
help agencres whose temporary aSS|gnments ended but who did not report back to their

- agency prior to filing for benefits. Thus, wh|Ie some individual states may modify eligibility

provisions to enhance the eligibility of Iow wage workers for Ul benefits, this practice seems -

4 unI|kely to be widespread.

In add|t|on over the last few years states such as Kansas and North' Carollna whlch
trad|t|onaIIy have maintained large Ul trust fund balances, have enacted major Ul tax

- -reductions. (In 1997 alone, 16 states enacted Ul tax reductions. ) The consequences of these

reductions are not |mmed|ately apparent because the economy is operating close to full
employment. These Ul tax cuts are sIowmg the pace of trust fund accumulations that typically

occur during periods of economic expansion.10 At the end of 1997, reserves as a percentage
of covered wages had only been restored to about 80 percent of their levels at the end of
1989, just prior to the last recession. It i |s clear that state Ul programs will enter the next
recession with fewer reserves than at the start of the last recession in 1990. This overall
financing situation may also militate agalnst Ul eligibility expansions that could benefit welfare

recipients movmg into the workforce. - ! - -

Lookmg Forward

1 .
ot
'4

: Under a 1998 congresswnal proposal added monies for the administrative costs of .

implementing Ul would be made available to. states that enact an alternative base period.
Given congressional action during 1997, on the so-called Pennington case, however, it seems

unlikely:that the proposal will be enacted 11 In the near term, it is not I|ke|y that we will see
widespread adoption among the states of an alternative base period that'would mcrease ‘
access to Ul beneflts among unemponed |ow—wage workers. - ‘ '

If |nst|tuted by states, an alternatlve base period wouId have d|rect |mpI|cat|ons for welfare
reform. Adult welfare recipients who wo.rk are disproportionately low-wage workers who would -
benefit from easier monetary eligibility requirements. However, an unemployed'welfare
recipient must also satisfy nonmonetary eligibility criteria. Quits and. discharges will still -
disqualify individuals from Ul eligibility in most cases, and many states require that Ul ~
claimants be available for full-time emponment Thus; it is not obvious that the receipt of
benefits by unemployed former AFDC reC|p|ents—most of whom are mothers and many-of

|
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) ?j‘whom -desire part-time jobs—would be srgnrﬁcantly enhanced by’ the alternatlve base penod 12

- low-wage workers than at present

t «Former welfare recrplents will. mcreasmgly enter the labor market possrbly swelhng the total
labor force by an-additional 2 million persons by 2002. These individuals will have —
" below-average skills and will experience above-average unemployment. During their spells of ~
. unemployment, a low fraction, perhaps one in five, will.collect Ul benefits. This’low rate of o
" recipiency will-be attributable to:low levels of earnings and failure to meet other Ul eligibility
criteria related to the crrcumstances of leavrng work and to availability for work

'Unemployment insurance programs ln the states will hardly notice the presence of these )

- added adults in'the labor force. Nor is it. I|ker that Ul programs will evolve in ways to enhance
the eligibility of these persons. .Ul will play avery limited support role for former welfare
recipients—a fact that will have particularly senous consequences for those who reach the
lifetime- llmrt for rece|pt of TANF beneflts l . : .

Notes - l | L
1. AFDC was elrmlnated by the 1996 Personal RefsponSlbllrty and Work Opportunrty Reconci llatron Act. When *

referring to welfare benefits in 1997 and beyond, we mean assistance provrded by AFDC's successor
program—Temporary Assistance for Needy Famrlres (TANF). - i

The initial work requrrement in 1997 for most- welfare families was 20 or more hours per week. The number of

weekly hours is higher in later years, except for families headed by a single woman with a child under age six

Welfare recipients face time limits on the potentlal duratlon of payments These i mrts are lrkely to increase labor
- market activity among welfare recrplents : . :

| 2. Assumptions made about the future work patte ns"of for'mér'welfare recrprents"are based on'studles of the -
employment patterns of low-wage workers and women-who received welfare in the past. See Gustafson and .
Levine (1997) Kaye (1 997) and Vroman (1995).

3. The. doliar thresholds for base penod ‘earnings and high quarter earnlngs vary consrderably AIso there may be
requrrements that specify minimum weeks of employment minimum hours worked, or other’ patterns for earnings
beyond the base period and the hi gh quarter About.one-third. of ul programs have one of these addrtlonal o

. monetary eli bllrty requrrements .

4. Table 1 expresses states base perrod earnrng< reCtutrements in terms of base perlod weeks of employment )
needed for eligibility. The base period earnings requirements are-generally low, with only nine states requiring
. amounts above $2,500: Since former welfare recipients would be expected to earn below-average 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 hour. For persons working a 40-hour week at the minimum wage, the base -
‘period requirement exceeds 13 weeks in just elght states. For persons working 20-hour weéks at minimum wage,
it exceeds 13 weeks in 32 states. Eveén for those worklng 20 hours at the minimum wage, however, in only eight -
states would the base period requirement translate into more than 26 weeks of employment I general monetary
- eligibility criteria alone though varied, are not that drff cult to satlsty

5. Gustafson and Levrne (1997) for example found that roughly half of former welfare recrprents in the National
Longitudinal Survey of Youth would satisfy simulated Ul monetary eligibility in data spanning from 1979.to 1994,
Kaye (1997) found the monetary ellglblllty proportlon to be even lower; roughly one- th|rd of former welfare
recipients. - . ‘ S :

6. Requalrf‘ ication perlods effectlvely preclude ellglbllity dilring an initial interval at the subsequent job, even if the
person is laid off from thatjob L S ‘ : L S - ~

7. Ul benefit formulas in’ most states operate to limit potential b\enefit duratlon for loW-wage WOrkers to.fewer than
26 weeks—often fewer than 20 weeks , A ‘

8. Estimates of annual additions to the labor force caused by welfare reform made by McMurrer Sawhrll and ,
Lerman (1997) are considerably. lower, about 140,000 per year. Their estimates imply an mcreased labor force of
-about 300 000 in 1998 and somewhat less than 1*000 000 in 2002 due to welfare reform.” - , .
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’Re‘lated‘ Reading

; : ,
9. See Advisory Counc:l on Unemployment Comp‘ensatnon 1996, Collected Fmdmgs and Recommendatfons
1984- 1996, Washington, D.C. The council suggested 52 chenges in the unemployment tnsurance system.

10. For the six years 1984 through 1989, aggregate trust fund reserves in state accounts lncreased 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 lIhnous decided in favor of chella Pennington, a ] applicant melng:ble under the lllinois base

. period who would have been eligible if the state had offered an alternative base period that recognized more

recent earnings. Congress then overrode this demsxon in the U.S. Department of Labor’s appropriation bill for the
current fiscal year, by stipulating that only states could set the base period used to determine monetary elxglbshty

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 clpsely matches estimates made by Vroman (1995). However,
nonmonetary disqualifications still would prevent many of these persons from receiving Ul benefits. Gustafson and
Levine estimate that 10 percent or fewer of apphcants previously lnellglble for Ul benefits would collect benefits
under the alternative base period. ]

?

I

o

-

!
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‘ ' ‘ - Table1 ,
Selected Data on State Unemploymerit Insurance Programs by State
-Ayarage Ratio of Ul . Base Base Period Eamings Requirement
Weekly Claimanis to Petiod - Expressed as Weeks of Work
. Wage Unemployment Earnings State Avg. 40 Hours 20 Hours

Siate . 1946 1596 . 15078 . Weekly  atMin. Wage  atMin Wage
: : o : TR +- - R 1 1 7 - 3957
Alabama - 47 03 0waR a2y CBG 160 '
Alaska 587 ] (532 19000 1.6 45 - 8.7
Asizona . 499 ) (204 1540 2.4 7.3 148
Arkansas ] 418 s (g 1323 30 B4 128
California 5ty 0.383 A128 ) & 55 10.9
Colorado 541 3,253 . R L1 pR:; 459 87 -
Connecticut . . w0 - 0417 - B : U 2.5 _ 53
Delawars i S54 . C G403 - .2, - 3.5 A
Diglrict of Columbia 773 (344 18580 : 2.4 85 . 189
Flotida” - , : 481 - Qa4 3800 58 B K . a0
Georgia ' 530 . 0.226 . 185G K 24 T && 18.%
Hawaii I 501 0.385 : 130 ) a2 . QLG 1.3
Jdahs . ‘ 441 {435 1330 3a 69 148
lHinais &2 _ 0402 C1B00 ) 26 2 15.8
Indiana 510 g2 S2750 . - 52 143 257
lawa : , - 448 354 o L - 1Mo 2.6 .58 11.6°
Kansas : L dBs 263 . e L 42 9.5 19.5
“Kentucky 484 {.285 : 500 - RN A ] 7.3 148
Louistana . - 475 L .199 R 1200 24 - 58 - 17
Maine IETR T 0434 . 2520 ] 8.7 12.7 © 254
Waryland - 587 ) ) ¢33 ] Lt 1.6 4.4 - B
Massachusells ) 656 . ) a8 e - 2% .. 97 S 184
Michigan ) GOH .. . 473 . 200 . 3z2. 9.8 19,5
Minriesota . - L0847 0 . 18s0 ; - B 12,3
Mississippi - . 408 . 0:305 s v 2E 58 . 1T

Missoui . : &g E 3,338 . R 2.8 . TE . 14.8
Montana - J¢ B G418 : 1348 84 : 6.8 <138 -
Nebraska 438 ) (1280 1200 L 28 . 58 1.7
Nevada - 518 . .358 : 440 Q.7 1.9 . R

© New Hampshie 535 3.209 2B - 50 146 272
New Jeigay « B84 . 433 2000 28 af 188
New Mexico . <. 433 {82 - 1421 - -3z 69 -, 138
New York . - 723 B 4, 38% L 1BlG 2 ) 78 . .0 1558
Norih Caroling s A L aan 27ay 5.6 14.6 . -2
Morth Dakoln , A (368 . . w2ras. .87 196 2
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QOhio 511 . 303 20850 13,8 278
Cklahema 437 0.225 1500 3.3 1.3 148 -
Oregon 51 451 1040 1.9 48 4.7
Pennsylvania 857 13.535 1320 2.5 4.4 128
Rhotde Istand 1686 (.725 1634 A7 9.2 18.4
South Carclina 454 0.268 800 1.9 4.4 8.7
Sauth Dakoia 382 G207 - 1288 3.2 8.3 12.5
Tennesses 493 (.334 1560 3.0 7.8 151
Texas 547 Q.222 1628 2.9, 7.4 15.8. .
. Utah 461 {1.243- 1800 4.0. 9.2 18.4
Vermont 459 488 1723 - 3.6 8.4 18.7
Yirgiria 525 ALY 3250 8.0 15.8 1.8
Washington 543 (.449 3602 6.& 170 - 340
West Vigginia: 449 G317 2200 4.7 10.7 21.4
Wisconsin 491 (1.552 1698 3.3 4.2 . 16.5
Wyoming 430 .321 1750 39 8.5 17.0

Soucee: 118, IJlenmLm of Labor, Uncmploymucnt ln‘.ur\mu Service, and the Ulh.m Insululu State average weekly
wiges.in 1997 assumed o be 4 percent-higher than in 1996, : :
a, Earnings in the 12-month. base period {typrcaltly the carliest four of the pml Feviy wmpluul calendar QUANICrs)
*required For monctary cligibility.

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. -

.housmg : S S “//Lu,,) (’c{r

= T vxdf bbcm%wéifl alizd M‘/ ,‘ | %J( 7\’\/(/) o B'Vb

4. Low Income Savmgs - -

- sLocal Infra structural Improvement and Economic Revitalization Fund. Emil

- forwarded this idea to establish a Federal grant program to fund local Infra structural

. improvements. This would spark rev1talrzatron of declining or stagnant low-income

. areas by providing funds to upgrade local infrastructure. These Federal dollars could
leverage State loeal and private funds for such Infra struetural efforts.

. -Commumty Rev1tallzatlon Tax Credlt LISC proposes a Communlty Rev1tal1zat10n -
Tax Credit (CRTC) -~srmrlar to the Low-Income Housing Tax Credit --to help -
_ stimulate private- -sector 1nvestment in cornmercral property in under served
" neighborhoods. :

-Commumty Development Corporatlon Tax Credit. In 1993 we put in place a

- demonstration tax credit for 1nvestors in 20 CDCs. Accordmg 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 proposes:

i~ ' i

. some changes tfe 4l\zl(e the tax credit more effective. .7 R t& Vet "f‘?‘? AT O8]

o T e LA
i --Expand and Ratronallze Employer-Side TaxP Incentives. Thwitncludes EZs,. ;ya({) He

. Welfare fo Work, WOTC, DC Jobs Cjedlt ,(,\,W,) Aot 4¢ (37 ‘ |

%ae_, 2> o(>* nl
& vy %{; o N0 W

*Working Ventures Fund. - Fund one more natlonal non-profits to fund, evaluate, -y« g

share best practices, develop networks, and link non-profits to. their business ufs "/

community, in the job trarmng and placement field, as LISC and Enterprise do in the a
b VAN L‘d‘

wt/hxang \A.10¢ f/i’llL‘W /iéc

, oCommunlty Empowerment Fund. a) Include targetmg or welfare to work prO_]eCtS
' b) allow links to venture cap1tal focused on minority- _owned or small business in =~
' distressed areas; ¢) eliminate mandatory pledge of CDBG dollars for CEF loans.

~ «Metro Jobs/Commumty Development Corporatlon (CDC) Lmks 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 regronal in orientation
* (where the jobs are). Would build onk_ﬂUD’s Bridges to Work and complement DOL .

and HHS efforts, focusing on. Goneentratrons of assisted housing run by CBO ds % (/ J(fﬂ‘/ 5)

-, ﬁh\j ncU (_ . \je/lA e

nbt emalng

*Asset Developmem %5 Section 8 Voucher Rec1p1ents Currently, an 1nd1v1dua] still -

sees the size of their § sidy reduced for each extra dollar he/she earns. This. new. idea

* from Liebman and Orszag would roll-over any savings --or'a part of the savings —-from

W hane ATT'fv‘/
the fouep pend”

“ e webwm
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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 of all ages, the primary focus of ‘
Administration informational campaigns and initiatives like High Hdpes have been to
encourage young people to go to'college. A new initiative could combine two efforts. First,
the Administration could launch an informational campaign encouraging adults to go back to’
school and inform them of new resources available to help, including Lifetime Learning and
Hope Scholarship Tax Credits, Individual Training Accounts under the new Workforce
Investment Act, and Pell Grants (which apparently 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 partnerships of
.business, community colleges, labor unions, ohe-stop centers and others to provide the ’

information and counseling needed to encourage and assist adults to enroll in courses and _\5\& };\\%

programs that will help them succeed in their local job market. -

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
to incorporate service into their education programs. The service learning program 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 anc’l‘MAedicare 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-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 care givers 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 offerihg to Federal employees). (Cost: About $4
billion over 5 years offset by closing some tax Ioopholes 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 Federal government --as the nation’s largest employer --could illustrate that
a model employer should promote high-quality pri\{ate' long-term care insurance

12



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 previously had health insurance through their employer,
are in between jobs, and may not be able to pay the full cost of coverage on their own.
(Costs depend on whether it is done as a demo (about $2.5 billion over 5-years, which
would help about 600,000 people) or nationwide (about $10 billion over 5 years
which would cover about 1.4 m11110n persons)) ~

s Children’s health insurance outreach (FY 1999 budget; not passed and new
policy). By the first anniversary of CHIP, we expect about 45 states to have CHIP
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 workers. NGA i 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
Powell’s group). (Cost: Between $400 and $1 billion over 5 years.)

« Parents of children on CHIP (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 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:

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

« Optional state coverage expansion through eligibility simplification (new §
policy). In the wake of welfare reform, Medicaid eligibility rules have become éven
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 children --even if they are very poor. This proposal would )
allow states to opt for a pure poverty standard for Medicaid eligibility for all people h%\\\(“ Nﬁ%
(like we do for children) rather than the old categorical eligibility categories. Not
only would such an approach simplify the Medicaid program for families and states; /
- it would provide an opportunity for significant coverage expansion. While any" Q A\
- change in Medicaid almost always raises concerns amongst some advocates, this N
~ 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-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 in firms with fewer than 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 larger 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 negotiate 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 increase in funding would 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 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 posmve]y 1mpact
approx1mately 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
for the VA to sell off property with 10 percent of the proceeds going to local homelessness
projects under the McKinney Act (with this 10 percent being earmarked for homeless
veterans) and the other 90 percent going to the VA for cap1tal funds (buildings, equlpment
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
11989, 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 of property, but does not have a cost estlmate yet.

3.r Homelessnéss Demonstration Project Modeled 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
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persons have been made self-sufficient. There could be a performance bonus for the ‘ Jl{zﬂg
demonstration project if the goal of the project is met.’

,4- Medlcald Outreach Pro;ect for Homelessness. A Medicaid outreach project could be set’ ‘
up, similar to the CHIP outreach project, that would reach out and cover homeless persons. (/dw
We should develop a cost estimate to determine that, over time, dollars- would be saved if v
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 Medmald ehglb]e

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 includé a number of different areas such as the
followmg

« 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 add 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 FCC and/or DOJ. In
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 unsuspecting customers, authorize a switch of their
" long-distance carriers. :

sTelemarketing 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 of Retired Persons (AARP) work undercover for the FBI, posing as
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) Smoking Cessation Proposals
(DRAFT -- August 26, 1998)

Purpose:

“This memo 1dent1ﬁes various executwe actlons we can take in order to mcrease access to
smoking cessation services in federal programs. We could package these actions in a series of
three announcements-over the next six to nine months, which are described below in more detaﬂ
(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 cessatlon benefits”

through FY2000 Budget and 3) sprmg --.expand coverage of cessatlon beneﬁts in 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 qu1t 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 mﬂhon 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).! AHCPR also stressed the important role of physician
counseling in smoking cessation. ‘A full course of these treatments costs around $200- 300 (for a -
three’'months supply, without counseling). However, less than half of managed care organizations
provxde coverage of any AHCPR-approved therapies, and those that provide coverage may. -

. impose cost-sharing requirements that hinder access to treatment. In fact, a study of managed -
care in Washington State found that ehmmatmg copays for smokmg cessatlon serv1ces
\ 31gn1ﬁcantly mcreased pammpatlon rates ' :

: ‘Proposed Events:. |

1. Fall - Announce new DOD antt-tobacco plan, and new DOL and OPM workplace
' programs.

' DOD: While the Department of Defense has hlstoncally had very hlgh rates of smokmg,

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 tobacco-related health care costs are estimated to

be approximately $1.3 billion each year. Recently, the DOD formed a Tobacco Use. Reduction

-1 The gum and certain brands of the patch are available over the counter and account for 50-70% of the
_ market share; the other methods require a prescription. '
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Workgroup in order to further reduce smoking in the military, in order to meet Healthy People
2000 goals for smokmg, and to be smoke free by 2010. s

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

. ' mcorporatmg antl—tobacco messages into educatmn and tralnmg programs for rn111tary
personnel and commanders; : ,
. launching a military-wide tobacco counteradvertlsmg campaign;
s - requiring data collection and annual assessments regarding tobacco use;
~+  including questions about tobacco use in all medical evaluation assessments; and
. covering over—the counter nicotine replacement theraples under military health care

coverage.? .(The estimated annual cost of this benefit.i is $60 million; mandatmg coverage -
is contingent on the availability of funding.) :

DOL: The Department of Labor has two initiatives in place which encourage and assist
businesses to establish drug-free workplace programs: (1) 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 information to business and employees on Workplace substance abuse and
prevention programs. DOL has devised a plan to expand these 1n1t1at1ves to include tobacco use,
which we could announce this fall. \

' DOL estimates that it would cost approximately $63,000 to implement these changes.
Because their substance abuse budget has been cut from $2 million annually to $350,000 in
recent years, they would need a commitment from us in terms of resources before they could -
1mp1ement this proposal

, OPM OPM has developed a model program, which we could announce, for federal
agen01es interested in using appropriated funds to provide smoking cessation benefits to their
employees. (This effort builds on the 1997 Executive Order banning smokmg in federal
buildings, which encouraged agenc1es to use existing authonty to estabhsh pro grams designed to
help employees stop smokmg ) - :

2. ' Winter -- Propose Medtcatd and Veterans coverage through FY2000 Budget
Medlcald A study by the Center on Add1ct10n and Substance Abuse at Columbla

University found that over 42 percent of. Medicaid 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 prov1des insurance coverage for all prescription drugs (mcludmg prescription
NRT), but not over-the-counter drugs.



over $8 billion in Medlcald costs each year. Nearly 10 percent of all Medicaid hosp1tal days are
attnbutable to smoking.

Smoking cessation prescnptlon and non-prescrlptlon drugs-are optional state benefits
under the Medicaid statute. (Other optional prescription drugs include drugs to promote 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 non-

' presqription treatments, and 5 states cover cessation counSeling.

We have a number of optlons for executlve action regarding Medicaid coverage of
smoking cessation benefits. First, we could propose through the budget mandating Medicaid
coverage of prescription 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. HCFA estimated that the cost would be about $110 million over 5 years? (it assumed
that 75 percent of the states would cover these benefits 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 of this optmnal benefit.

" Veterans: Of the 25 million veterans in thls country, appr0x1mately 8.9 million smoke
(36 percent). However, only certain categories of veterans receive their health care through the
VA system -- low-income veterans and those with a service-related i injury -- subject to-the
availability of funds (the program is discretiondry). As a result, less than 15 percent of veterans
receive their health care through the VA system. Currently, the system spends approx1mately $16
million annually for AHCPR-approved smoking cessation services for veterans who meet the
eligibility criteria for VA health care services. This translates to about 18,500 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 VA 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 estimates that this proposal would cost $87
‘million for the first year, and $435 million over 5 years. This assures that 10 percent 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 of next 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 énhanced matching rate for
states that currently do not offer cessation benefits, but do so as a result of the 90% mg:entwe match rate.

3



3. Sprmg - Expand coverage of cessation benef its in FEHBP e

FEHBP FEHB plans vary in thelr coverage of smokmg cessation benefits. Fee for
service plans, which cover 70 percent of beneficiaries, are requn*ed 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 smoking cessation benefits varies greatly.

Each spring, OPM sends a call letter to contracting plans, establishing the terms for the
following year of coverage. 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, 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 treatment, with-
three maximum treatments covered per lifetime). Another optlon is to waive the deductlble and -
copayment requ1rement for cessatlon benefits. ‘

) FEHB is the world s largest employer- sponsored health insurance program w1th over 9
million beneficiaries. Private insurers generally look to FEHB as a benchmark on which they
base their benefits. Improved coverage of smoking cessation benefits in the FEHB thus has the
potential to estabhsh an industry-wide standard of coverage, whose nnpact will be felt far beyond
the program itself. ' : : :
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Sub;ect Re: Sectlon 8 Idea [

It's such a good idea Athat 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 emphas:s on using famlly housing assistance to
support moving to work. :

The FSS provision permits "use of escrow savings accounts for Section 8 homeownership”

{authorized under a different provision, Section 8(y}} and says a family in FSS who "uses assistance

under section 8(y) 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, so that what would ordmarlly be an increase in rent is escrowed, -
The overall structure of the 8(y) authority is rigid and rather complicated, so that 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.
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