
WithdrawallRedaction Sheet 
Clinton Library 

DOCUMENT NO. SUBJECTffITLE DATE RESTRICTION 
AND TYPE 

001. memo Andrea Kane to Cynthia Rice re: SOU Box Update (1 page) 01104/00 P5 

COLLECTION: 
Clinton Presidential Records 
Domestic Policy Council 
Cynthia Rice (Subject Files) 
OAiBox Number: 15427 

FOLDER TITLE: 
Budget-2001-FY-New Ideas-Memo 11[1] 

rx7 

RESTRICTION CODES 
Presidential Records Act - [44 U.S.C. 2204(a)] 

PI National Security Classified Information [(a)(I) of the PRA] 
P2 Relating to the appointment to Federal office [(8)(2) of the PRA] 
P3 Release would violate a Federal statute [(a)(3) of the PRA] 
P4 Release would disclose trade secrets or confidential commercial or 

financial information [(a)(4) of the PRA] 
P5 Release would disclose confidential advise between the President 

and his advisors, or between such advisors [a)(5) of the PRA] 
P6 Release would constitute a clearly unwarranted invasion of 

personal privacy [(a)(6)·of the PRA] 

C. Closed in accordance with restrictions contained in donor's deed 
of gift. 

PRM. Personal record misfile defined in accordance with 44 U.S.C. 
2201(3). 


RR. Document will be reviewed upon request. 


Freedom of Information Act· [5 U.S.C. 552(b)] 

btl) National security classified information [(b)(l) of the FOIA] 
b(2) Release would disclose internal personnel rules and practices of 

an agency [(b)(2) of the FOIA] 
b(3) Release would violate a Federal statute [(b)(3) of the FOIA] 
b(4) Release would disclose trade secret~ or confidential or financial 

information [(b)(4) of the FOIA] 
b(6) Release would constitute a clearly unwarranted invasion of 

personal privacy [(b)(6) of the FOIA] 
b(7) Release would disclose information compiled for law enforcement 

purposes [(b)(7) of the FOIA] 
b(8) Release would disclose information concerning the regulation of 

financial institutions [(b)(8) ofthe FOIA] 
b{9) Release would disclose geological or geophysical information 

concerning wells [(b)(9) of the FOIA] 



.. 

........-­

Welfare to Work Budget Ideas 
12110/991DRAFT 

1. 	 ~esponsible Fatherhood Initiative (Cost: $100 million in discretionary costs in FY 2001 
plus mandatory costs of$1.2 billion over 5 years and $2.6 billion over 10 years): 
Promoting responsibl~ fatherhood is the critical next stage of welfare refonn arid one of the 
most important things we can do to reduce child poverty. We could a) announc.e new data 
showing the dramatic increases in child support collections made by this Administration' and 
at the same time put forward a package ofproposals to b) ensure every unemployed parent 
who owes child support goes to work and supports his children; c) collect more child support 
from parents who can afford to pay; d) revise outdated rules to. ensure mothers and children 
receive more of the support the'father pays; and e) promote efforts to ensure fathers returning 
from prison' become responsible fathers and responsible members of society. Below are 
:nore ,details on each piece. . 

a) 	 New Data Showing Administration's Child Support Crackdown is Working: We 
will have new data, available by the end ofDecember, which show i) child support 
collections have nearly doubled under this Administration (from $8 billion in 1992 to and 
estimated $15.5 billion in 1999); ii) ofthat $15.5 billion a record $1.3 billion came from 
seizing tax returns (up 18 percent over last year); iii) the new child support computer 
system proposed by the Administration in 1'994 and enacted in 1996 located nearly 3, 
million delinquent parents and over 650,000 of their bank accounts last year; and iv) a 

I 	 .. 

child support law enforcement initiative launched by the Administration last year has 
investigated nearly 1,000 cases ofthe worst offenders, making nearly 300 arrests and 
obtaining $5.3 million in restitution orders. 

Note: we've asked OMB to provide an additional $5 million for the Department of 
Justice for FY 2001 for the law enforcement initiative (to fund legal staff at US 
Attorney's offices to prosecute the worst off~mders un"der the federal Deadbeat Parents 
Punishment Act). The rest of the initiative is funded under currentDOJ and HHS 
spending."'"', 

b) 	Collect More Child Support from Fathers Who Can Pay (Cost ur,known, likely to 
be small, may have discretionary costs and mandatory savings): We are exploring the 
feasibility of several new initiatives to further crackdown on parents who owe child 
support and can afford to pay, including: i) having the IRS send warning notices to 
parents who owe child support, telling them their tax refunds will be withheld ifthey do 
not begin paying immediately, in an effort to get delinquent parents to pay sooner and 
more regularly; ii) increasing federal involvement in garnishing wages in interstate child 
support cases by having the HHS send income withholding orders directly to identified 
employers when a delinquent parent is located on the job, instead of simply notifying the 
state as under current practice; iii) expanding the scope of~he federal offset program run 
by the Treasury Department to seize more federal payments made to delinquent parents. 



c) 	 Put Fathers Who Owe Child Support to Work (Cost: $600 million over 5 years or $2 
billion over 10 years): To help low income fathers to work, pay child support; and 
reconnect with their childten, we could expand our responsible fatherhood initiatives 
through the Department of Labor's Welfare to Work program by providing new 
competitive grants to states, localities, nori-profit and faith-based groups. Currently, we 
estimate there are. about one million "deadbroke dads"who need ajob in order to pay 
child support. Funding of approximately $2 billion over 10 years ($2,000 per person) 
could put all these fathers to work and ensure they fulfill personal responsibility contracts 
.and support their children. We could propose to give competitive grants only to states or 
localities that implement a'requirement that all noncustodial parents pay child support or 
go to work. This father's proposal is one of a three part welfare to work proposal (see 
below). 

d) Streamline Child Support Distribution Rules So Mothers Get More Reliable Child 
Support Income (Cost: $600 million over 5 years): The current child support 
distribution rules are complex and often counterproductive. When a father pays support 
in a given month, whether or how much of that support goes to his children depends on a 

. complex set of rules involving whether the child is or ever was on welfare, and whether 
the father owes past due support that 'accumulated before the mother and child were on 
welfare, while they were on welfare, or after they left welfare. As a result, there is often 
little connection between what a father pays and what his family gets, parents have less 
incentive to cooperate with the child support system, families can't count on stable child 
support income, and state child support staff spend time figuring out how to distribute 
payments every month among 14 categories ~ time they should use to collect more 
support. 

HHS has proposed a two part proposal which we would like to amend only slightly, 
which simplifies the child distribution rules at a cost of $500 million over 5 years', and 
also provides federal match to states that pass through child support to families on 
welfare, at a cost of$100 million over 5 years, and OMB has devised enough acceptable 
pay-fors to fund this within the child support system. These proposals have strong 
support on the Hill and an~ likely to become part of any fathers bill which passes during 
the next session. 

e) 	 Ensure Fathers Returning from Prison Become Responsible: (Cost: $50 million for 
DOL and $50 million for DOJ,in FY 2001): Through a new re-entry partnership 
proposal at the Department of Justice and a new ex-offender employment program at 
DOL, we could help men in prison become better fathers and prepare them for 
employment upon their release. OMB in its passback funded the DOL employment effort 
at $30 million in FY 2001; we'd like to increase it to $50 million and target at least $20 
million to communities participating in DOl's re-entry partnerships. 
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2. 	 Welfare to Work Grants (Cost: $1 billion over 5 years and $2.4 billion over 10 years 
($200 of which would be FY 2001 d,iscretionary, the rest mandatory): These grants could 
fund projects i;n three key areas import~t to sustaining the success ofwelfare refoim: a) to 
help every low income father work, pay child support, and reconnect-with his children; b) to 
help the hardest to employ move from welfare to work and succeed in the work force; and c) 
to increase job retention, skills upgrading and supports (including outreach on food stamps, 
Medicaid, child care, and EITC) for low-income working families, including those who have 
left welfare, through local one-stop .employment centers. . 

a) 	 Put Fathers Who Owe Child Supporf'to Work (Cost: $600 million over 5 years or $2 
billion over 10 years): See description above under the responsible fatherhood initiative. 

b) 	 Move the Hardest to Employ from Welfare to Work and Help them Succeed in the 
Workforce (Cost about $200 million over 5 years): This would include i) $150 million 
in competitive grants targeted to communities that need the most help; ii) doubling 
Welfare-to-Work formula grants for tribes at a cost of$30 million; iii) $5 million for 
technical assistance and. sharing best practices among current and new grantees to ensure 
the most effective use ofthese funds; and iv) an extension ofthe spending deadline for 
curr~nt grantees (still being scored by OMB). These proposals would honor the original 
intent of the Welfar~-to-Work program, by focusing on the hardest to employindividuals 
and communities with the greatest needs. 

c) 	 J9b Retention and Skills Upgrading for Low Income Workers (Cost: $200 million in 
discretionary funds in FY 2001): These funds would increase job retention, skills 
upgrading and supports (including outreach on food stamps, Medicaid, child care, and 
EITC) for low-income working families, including those who have left welfare and 
people with disabilities, through local one-stop centers. Funds should be targeted on a 
competitive basis to those areas that demonstrate a strong partnership with other entities 
providing both employment arid work supports and who leverage T ANF and other 
resources to support these efforts. DOL has dubbed this the "LIFT" program (Low 
Income Family Training program). 

3. 	 Ensure All Working Families in Our Poorest Communities have Access to Decent, 
Affordable Housing (Cost: $3 to $6 billion over 5 years): This proposal would provide 
housing vouchers to working families with children who need housing the most. This group 
of families could be defined in several ways: currently between 500,000 and 1 million 
working poor families get no housing assistance and:pay more than 50 percent oftheir . 
income in rent and/or live in substandard housing, an4 about 600,000 families with poor 
children live in public housing. Adding 100,000 vouchers a year for five years (reaching 
500,000 in the fifth year) would cost about $3 billion dolla.rs, and reaching a million families. 
within five years would cost twice as much. This ignores the cost of reriewing vouchers in 
the years after they are put in place, which OMB does not normally include in cost estimates 
but which would present large on-going obligations (reaching $20 billion or fllore if amillion 
families are serVed). We'll follow up with OMB on this issue. Currently, OMB's passback 
to HUD includes 100,000 vouchers for FY 2001 (of which 32,000 would .be earmarked for 
people moving from welfare to work and 18,000 for t?e homeless). 
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4. 	 Employment for People ~ith Disabilities (Cost: $113 million in discretionary funds in 
FY 2001, ~nd $700 miHion in mandatory funds over 5 years): By enabling people with 
disabilities to work and keep their health care, the Ticket to Work and Work Incentives 
Improvement Act of 1999 will give individuals with dis'abilities a greater opportunity to 
participate in our nation's workforce. To build on this progress, we should include in the FY 
2001 budget proposals to assist people with disabilities in transitioning into the workplace, 
by: 

a) establishing within the Department ofLabor a new .office of Disability Policy which 
would conduct outreach to private sector employers, including managing a multi-media 

~ campaign to encourage employers to hire more people with disabilities, and would 
. \ l;1lh provide technical assistance to other Department ofLabor employment programs to ~ 

f( (p ~~ ensure they are adequately' serving people with disabilities, at a cost of a minimum of 
V'\*"~ $15 millioninFY 2001 (note DOL asked for $130 million, OMB is disinclined to fund, 
~~/ but matter is pending. Tony Coelho is lobbying for this); , 

,try b) providing $50 million in~o.mpetitive grants to communities to.imp~ov~ :h.e local One­
, 	 Stop employment and trammgoffic~s to better serve people WIth dIsabIlItIes (OMB , 

provided $20 million in passback); 

c) 	 providing about $5 million in funds to the DOL's Employment and Training 
Administration and Office of Civil Rights to provide additional technical assistance to 
help them serve people with disa~ilities and enforce the access laws for people with 
disabilities (new proposal, not included in passback); 

d) 	 providing $5 million to the Department of Justice for outreach, training, and enforcement 
related to the Americans with Disabilities Act (new proposal, not included in passback); 

e) 	 funding for the Presidential Task Force on Employment of~ersons with Disabilities'at its 
current level of about $2.5 million (included in passback); 

f) 	 re-proposing the $1,000 tax credits for workers with disabilities from the FY 2000 budget 
(scored last year as costing $700 million over 5 years)(tax proposal, no passback yet); 

g) 	 re-proposing $35 million in FY 2001 for improving aCCess to assistive technology 
(passback unknown). 

People with disabilities would also be assisted by the $200 million proposal (see above under 
Welfare-to-Work) to improve the ability of One-Stops to help low income people, including 
people with disabilities, retain jobs, increase job skills, and obtain needed supports. 
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5. 	 Food Stamps (Cost: discretionary of$80 million in FY 2001; mandatory of $760 million 
- $2.7 billion over 5 years ($700 million - $1. 7 billion without legalimmigrants who are 
counted below»: There are several proposals we could make to help ensure access to food 
stamps for working families. Unlike the executive actions we took last July, these require 
legislative changes. 

a) 	 Food Stamp VebJcle Limit (Cost: <$700 million - $1.7 billion over 5 years): Currently 
families with incomes under<130 percent of poverty who own a car worth more than 
$4,650 are not eligible for food stamps. In recognition of the importance of a reliable car 
for families moving from welfare to work, most states have increased their vehicle asset 
limits for TANF. This proposal would give states the option to conform this food stamp 
vehicle limit to the vehicle limit used in their T ANF or Medicaid program, ensuring 
families that work their way off welfare do not suddenly face the loss of their food 
stamps if they buy a reliable car. This builds on the executive action we took this 
summer, which clarified,that states could use the higher TANF' limit for families 
receiving TANF funded services, even if they did not receive TANF-funded cash 
assistance. This will cost $1.7 billion over 5 years, however, OMB is considering an idea 
for a regulation that could reduce the cost ofchanging the vehicle limit by $700 million' 
over five years. 

This proposal to modify the vehicle, limit is included in a broader bipartisan anti-hunger 
legislation, introduced by Senators Specter and Kennedy and Repr~sentatives Walsh and 
Kaptur which is strongly supported by advocacy groups and also include~ legal ' 
immigrant food stamp benefits (see below), an increase in the shelter deduction ($495 ' 
million over 5 years) and increased funding for TEF AP - emergency food used in 
pantries and soup-kitchens ($20 million appropriation per year). This vehicle limit 
proposal was also part of the Vice-President' s plan, along with restorations of food stamp 
benefits for legal immigrants, food stamp outreach efforts, moderately increased funding 
for TEF AP, and support for the school breakfast program. 

b) 	 Food Stamp Outreach (Cost: $15 million'in FY 2001): We <should propose $15 million 
for FY 2001 for on-going food stamp outreach efforts, including campaign materials and 
an enhanced 1-800 number (USDA did not request; OMB has proposed $7 million in 
passback). 

c) 	 Improving Nutrition Among the Elderly (Cost: $65 million over 5 years): Less than 
30 percent of the elderly who are c::ligible for food stamps actually participate. For many, 
the application process is too complicated while others are to embarrassed to seek out and 
use food stamps. To overcome these barriers, USDA proposes to spend $65 million over 
five years to conduct a pilot program which will test an array of alternative application 
and benefit structures over three years. These alternatives would test a commodity 
alternative for the elderly, a streamlined food stamp application process, and provide 
assistance in completing applications. ' , 

d) 	 Food Stamps for Legal: Jmmigrants (Cost $60 - $975 million over 5 years): see 

section on Legal Immigrants below.' < 


5 



6. 	 Legal Immigrant Benefits (Cost: $2 to $6 billion): At a minimum we should repeat the 
proposals we made last year, and there are compelling reasons to go further in several areas. 

a) 	 Health Care (Cost: $325 million to $2.3 billion over 5 years): Our FY2000 proposal 
would have provided a state. option to cover children and pregnant women under CHIP 
and Medicaid, regardless ofwhen they entered'the U.S. (Under current law, states have 
this option only for immigrants who arrived in the U.S. before 8/22/96.) This proposal 
has bipartisan support and was introduced by Senators Chafee, Mack, McCain, Jeffords, 
Moynihan, and Graham and costs $325 million over five years. 

The immigrant groups support expanding our proposal by adding one introduced this year 
by Senator Moynihan and Rep. Levin that would expand this Medicaid state option to 
also cover disabled immigrants irregardless ofwhen they enter the U.S. This proposal 
would cost about $2 billionover 5 years: The groups identified this as ,their highest 
priority to add to our proposals from last year. ' 

b) 	 Domestic Violence Victims (Cost: to be determined; likely small): The immigrant 
groups say 'their second priority above our proposals from last year is to allow legal 
immigraQts who are qualified under the Violence Against Women Act due to domestic 
violence to be eligible for all federal public benefits, including SSI, food stamps, TANF, 
Medicaid, and CHlP, regardless ofthe date of entry. Cost is likely to be small, but is yet 
undetermined. 

c) 	 Refugees (Cost: to be determined; likely small): The groups' third highest priority is to 
eliminate the 7 year limitation on the,exemption from all benefits for refugees and 
asylees. The argue many elderly or disabled refugees have a very hard time learning 
English or otherwise qualifying for naturalization and will lose benefits without this 
extension. The Balanced Budget Act extended these'benefits from 5 to 7 years. 

d) 	 Food Stamps (Cost: $60 - $975 million over 5 years): Last year, our budget contained a 
modest food stamp proposal making legal immigrants in the United States on August 22, 
1996 who subsequently become elderly eligible for food stamps, at cost 0[$60 million 
over 5 years. ' (The 1997 Agricultural Research Act covered those already elderly as of 
8/96.) 

There is growing support for a much broader restoration, which would make all legal 
immigrants eligible for food stamps (this principally adds adults who entered the U.S. 
before 8/96 and all immigrants, who entered the U.S. after 8/96 to the restorations made 
by the Agricultural Research Act.) This proposal would cost $975 million over five years. 
This broader restoration was included in bipartisan anti-hunger legislation introduced by 
Senators Specter and Kennedy and Representatives Walsh and Kaptur which is strongly 
supported by advocacy groups and also includes expanding the food stamp vehicle limit 
(see above); an increase in the shelter deduction ($495 million over 5 years) and 
increased funding for TEF AP emergency food ($20 million appropriation per year). 
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It is also possible to devise a proposal to restore food stamps to specific subsets of the 
legal immigrant population (e.g., all those eligible under our SSI proposal- see below; 
all immigrants who entered the U.S. before 8/96; all household with children and/or 
elderly, irregardless ofdate of entry). 

e) 	 SSI,Disability Payments (Cost: $1.5 - $2 billion): SSI payments for the poor disabled 
also confer Medicaid eligibility. The Balanced Budget Act of 1997 restored disability and 
health benefits to 380,000 legal immigrants who were in U.S. before 8/96 and become 
disablec;l after entry. Our FY 2000 budget would have restored eligibility for SSI and 
Medicaid to legaJ immigrants who enter the country after that date ifthey have'been in 
the United States for five years and become disabled after entering the United States, at a 
cost of about $1 billion over 5 years. This proposal is being rescored but will be much 
more expensive this year, since with the passage of time more immigrants would qualify 
(thus $1.5 - $2 billion cost is ballpark). 

" 	 Neither the Balanced Budget Act nor our FY 2000 proposal restored SSI to the poor 
elderly who are not disabled (who would be'coveredunder SSI if they were citizens and ! 

many ofwhom eventually will 'qualify as disabled as they become frail). This provision 
is included in the Moynihan/Levin bill, but this expansion of our proposal has not been 
identified as high a priority as others listed above by the key groups we have consulted. 
We do not have a score ofthe cost of this addition. . 

7. 	 Promoting Faith and Community (Cost: $50 million in FY 2001 discretionary; $2.5 '­
$6.5 billion mandatory (not counting possible social venture capital proposal»: There 
are a variety of proposals we could mak~ to promote faith and community incluqing ones to 
increase charitable giving to community-based organizations, improve, the performance of 
nonprofit community based groups, and inclease the involvement offaith-ba~ed institutions 
in providing social services, including: 

a) 	 Deductibility of Charitable Contributions for Nonitemizers (Cost $2 - $6 billion): ' 
One broad change that could effect both the level and composition of individual gifts 
would be to allow non-itemizers to claim a deduction (or tax credit) for charitable 
contributions above a certain floor. In addition to affecting the total amount of charitable 
contributions, allowing non-itemizers to take such a deduction could also affect the 
proportion ofgifts going to different types ofrecipients since non-itemizers gifts 
disproportionately benefit religious organizations and social service groups as opposed to 
educational institutions and private foundations. There area number ofways this, 
proposal could be structured, which could cost from $2 'to $6 billion a year. 

b) 	 Allowing Charitable Giving Until April 15 (Cost: Minimal or None): If the charitable 
deduction is meant to provide some incentive for charitable giving, there should be 
consideration of the entire design of the program in order to achieve this purpose in the 
most effective manner. The cost of this proposal is negligible. 

c) 	 Excise Tax on I,.vestment Income of Private Foundations (Cost: to be determined, 
probably about $500 million): Private foundations 'pay an excise tax on their net 
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investment income, whichincli:tdes interest, dividends, and net capital gains and is 
reduced by expenses incurred to earn this income, with a complicated formula requiring 
some to pay 1 percent tax. and others to pay a 2 percent tax. While the iptentofthe 
distinction between a 1 and 2 percent rate oft~:on investment income was to prevent 
foundation disbursements from falling, the mechanism is unduly complicated and may' 
even reducefoundation giving. This excise tax .should be eliminated or modified. In 
1997, found~tions paid $480 million in federal excise.taxes. 

d) Improving Disclosure by Charitable Organizations (Cost: Minimalor None): 
Because of the public nature of charities, their tax returns are open to the public and by 
far the mostimportant source of public informatior about charitable organizations are the 

. IRS Forms 990 annual information returns. 'Overthe years, the amount ofiJ?formationto 
, be included on these returns by charitable organizations has increased, as have the 
. penalties for failure to file and accurately completing these returns. Despite the 
evolution,the Formf) 990 are frequently criticized'both by charities who have difficulty 
completing them and by the public that has difficulty reading them; ,Requiring electronic . 
fiJing ofForms 990 would make it easier' for the public .to access this information and 
reduce fraud. 

e) 	 Nonprofits Capacity Building Program (NCBP) (Cost: $50 million in FY 2001): In 
order to create a stronger and more effective nonprofit sector, capacity'and technical 
assistance could be provided to train and manage assistance for nonprofit imd 
community-based organizations through development centers nationwide. 

The Nonprofit Capacity Building Program (NCBP) would provide training and 
management assistance tO~Iionprofits. The four objectives Qfth~ NCBP would be: 1) to 
strengthen the capacity and e(fectiveness of the nonprofit community; 2) to increase , 
community development; 3) to assist a wide range of nonprofit organizations regardless 
of their size and development; and 4) to broaden the technical and management, 
assistance delivery system to more nonprofit organizations. ' 

The structure of the program could be through grants made by a'·Federal agency (i.e., 
HUD) to Statewide nonprofit associations or technical assistance providers (501(c)(3») 
who would then provide services to other nonprofit and community-based organizations. 
This approach could be funded at $50 million per year. . 

. 	 . . 

The NCBPs will provide counseling, training and technical assistance in all aspects of 
nonprofit management. These'services may include: assisting ilonprofits with start-up, 
budgeting and financial management, marketing, fundraising, board development, 
technology assistance,. volunteer management, human resources; strategic planning, 
personnel management and program evaluation. They could also assist in creating and 
maintaining a centralized access point of information and data~ases about nonprofit 
organizations. 

f) 	 Social Venture Capital Formation (Cost: to be determined): We a~e exploring the 
idea of assisting the tYPe of giving that closely mitpics "venture capital" giving by 
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allowing a tax credit (greater than the current deduction for charitable gifts) t6 
corporations and individuals who contribute to "neighborhood organizations" engaged in 
educational, social and economic services to a~d impoverished people. To be eligible for 
the credit, obligors would have to make a contribution over a certain floor and apply with 
an IRS ,tax exempt non-profit in SUbmitting a joint proposal. The initiative encourages 

. businesses to form more committed partnerships with grantees in order to achieve the 
long-term goals of the nonprofit organization. 

g) . 	Faith Based Involvement in Substance Abuse Treatment, Juvenile Justice, and 
After-School Programs (Cost: None): Propose to allow federal substance abuse 
treatment, juvenile justice, and after-school funds to be used by faith-based organizations. 
The substance abuse treatment idea is included in the Frist-spo~sored Senate SAMSHA 
reauthorization bill and in a H~use bill, by Representatives Watts and Talent (which also 
restructures SAMSHA into a voucher program). The Juvenile Justice bill in conference 
included provisions allowing faith-based groups to provide certain services. Faith-based 
groups are not currently eligible for direct funding through the 21 st Century Community . 
Learning Centers program, but we could allow a certain percentage of funds (10 to 25 
percent) to be used by community based organizations, including faith-based groups. 

This proosal will be controversial among House Democrats. In November, 176 House 
Democrats voted for an Edwards amendment limiting the scope ofthe charitable choice 
provisions in the Fathers Count bill to organizations that are not pervasively sectarian (34 
Democrats voted against the amendment). Voting with Edwards were a number of 
conservative Democrats (Tanner, Spratt). Also most Democratic members ofthe House 
Commerce committee, which has jurisdiction over SAMSHA~ voted for the Edwards 

,amendment, inCluding Dingell andWaxman. 

8. 	 Transportation, with emphasis on Cars to Work theme: There are several ways we could 
help low income families get the transportation they need to get to work. . 

a) 	 Access to Jobs Transportation: The budget already contains funding at the full 

authorized level of $150 million. 


b) 	 Family Loan Program ($10 million in FY 2001): We could provide one-time seed 
funding through DOL totaling $10 million to one or more national organizations to 
provide loans to low-income families, which under current models families use primarily 
to repair or purchase cars, based on the Ways to Work program which has already 
provided $13 million in micro loans to over 12,000 families in about 30 sites, may of 
which go to purchase cars rv(J.,f,.J 1I1h):J)oT ..t'(n,;DOL 

b) 	 Food Stamp Vehicle Limit: See above. 

c) 	 IDAs -- Expand to Include Cars: See below. 
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9; 	 Individual Development Accounts (Cost $25 million in FY 2001): The OMB passback 
includes $25 million for the Assets for Independence IDA demonstration program, which is 
the full authorized level and more than double the $10 million appropriated for the last two 
years. We also recommend a legislative change to allow low income families to use IDAsto 
save for a car that will allow them to get a job, keep a job, or take advantage ofjob 
opportunities they couldn't otherwise access. Currently IDAs can be used to purchase a 
horne, pay for higher education, or start a small business. . '. 

10. 	 Homeownership (: We are working with NEC and Treasury to explore a number of options 
. 	 to promote horne-ownership among low-income families and will get Treasury's proposal 


today. . 


11. Increasing Targeted Substance Abuse Treatment (Cost: $139 million in FY 2001). We 
could build on our FY 2000 budget success by requesting an additional increase of $1 0 
million above OMB passback for SAMHSA's Targeted Capacity Expansion Grant program, 
targeted to communities who participate in DOJ's re-~ntry partnerships and DOL's ex­
offender employment initiative. These funds are provided on a competitive basis to 
communities to meet emerging substance abuse problems and unmet treatment needs. In past 
years, a significant number ofgrants have focused on women moving from welfare to work, 
Native Americans, youth offenders, and HIV / AIDS. These grants are a high priority for 
Mayors and for the Congressional Black Caucus. In FY 2000 we succeeded in getting $114 
million, slightly above our request of$ll0 million and more than double FY 99 levels. For 
FY 2001, HHS proposed a $73 million increase, but OMB pass-back oriJy provides $15 
million. An additional $10 million would bring total increase to $25 million, for a total 
funding level of'$139 million. See above for discussion of involvement of faith-based groups 
in substance abuse treatment. 
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MEMORANDUM FOR THE PRESIDENT 

FROM: 'BRUCE REED, 

GENE SPERLING 


CC: ' JOHN PODESTA 

,SUBJECT: THEMES AND PROPOSALS FOR THE STATE OF THE UNION' 

, ,This memo outlines three things: first~ the ovetarching theme we propose for the State of 
thel!nion; second, the "big ideas" initiative that should be the centerpiece of the speech and the 
budget; third, the eight signature policies that comprise the "big ideas" package. 

I. THEME: RESPONSmILITY FOR THE FUTURE 

The theme we recommend for the State of the Union is "Responsibility for the Future." 
This theme brings together all the major elements of your agenda: strengthening Medicare and 
Social Security, and reducing the debt; investing in and reforming public education; bridging the 
digital divide; investing in Scientific research; protecting the environment; promoting peace' 

, around th~ worId;,and closing the opportunity gap. 

"Responsibility for the Future" reinforces both liberal convictions about equity (leave no 
one behind) and Third Way sensibilities about accountability (let no one fail to do his part). It is 
consistent with your longstanding theme of"responsibility, opportunity, and community," and 
setsforth a powerful message that will resound long after we're gone. The country has come a 
long way these seven years, enabling us to tum even more to challenges of the next generation. 

II•.BIG IDEA: 'CLOSING THE OPPORTUNITY GAP 

We believe your "big idea" for the budget and the State of the Union should be a 
"Closing the Opportunity Gap" initiative. It is a package, of eight signature proposals described 
in the next section, and would highlight three or four major budget pieces. We had considered 
other labels for this initiative ("Leaving No One Behind," "Every Child's Initiative," and ' 
"Education First") but ,advocate "Closing the Opportunity Gap" because it shows continuity with' 
your core philosophy and values, suggests a sweeping challenge worthy ofasweeping response, 
and provides a framework that will energize the entire economic and domestic team, from 
Summers and Herman to Shalala, Riley; and Cuomo. ' 

, ' , 



, 	 ' .' 

III. EIGHT SIGNATURE ELEMENTS OF "CLOSING THE OPPORTUNITY GAP" .. 	 . .. ' .'. 	 , 

Your final State of theUnion should be ~orethana laundry list of worthy id~as 
(although we provide, for tefer~nce, such a list in three longer memos which are attached).· Here, 
we outline' a package of signature "Opportunity Gap" proposals .. These proposals representthe 
core of your domestic' vision; they are ambitious ~deas that ,will stick in the public mipd. They 
are bold enough to shqw that your imperative is action, and appealing enough to stand a chance 
of enactment this year. Together,they give, purpose and principle to your final year's agenda. 

• 	 • c ~ " ' • 

. T4e "Opportunity Gap" initiative consists ofeight proposals: . I) universal pre-school to 
· give all poor children a smart'start; 2) universal after-school to help kids meet high s~andards; 3) 

· a plan,to turn around every failing school over the !lext decade; 4) measures to bridge the digit~l, . 


divide; 5) a set of new steps to help low-income. students get into college and complete a degree; 

'6) proposals toenqourage absent fathers totake responsibility for the support and love they owe 

'their children; 7) a new bargain of tax cuts and other measures to reward work 'and family; and 8) 
. a major expansion of New Markets to help all communities share in economic prosperity ... 

1.. Early ChildhoodlUniversal Pre-School. . With a significant down payment in the FY200 1 ' 
budget, you can lay the groundworK for achieving a goal that you, the Vice President, and th~; : 
First Lady have talked about for some time: wiiversal. access to pre-school for every 4-year-old· 

· in America. There are a number of ways to do this: . '; 	 . , , . 

• 	 Dramatic increase in HeadStart junding. :Could expand by $1 billion over FY '00, to 
expand Head Start from 880,000 children to p.earlyl,OOO,OOO inFY '01. A path for 
future fund increases to make Head Start universal could also be.estabIlshed. . . 

• 	 Early Childhood Learning Fund. Adramatic increase in the' Early Childhood .:.. 
Learning FUnd combined with a path for future increases. Could expand to $1 billIon 
for FY 01 - a $400 million increase....: and aim lor $10-$20 billion over 10' years. . 

, 	 .,, 

2. UnIversal After-School. By doubling after-school funding in. the FY 2001 budget (from·' , 
· $453 million inFY 2000 to at least $1 billion in FY 200 1)"you can meet an Urgent goal, which is . 
to provide after-schoql and summer school to every student in a failing school . .You called on 
states and districts to' end social promotion in this plistyeai's State of the Union; this,initiative 
will enable you to say we;re giving them the,tesourcestoendsocial'promotion the right way,' 
'and give every. student in our worst schools the extra help they need. ,Over a t~I') year period; we 

. 	 can make after,.school and summer school universal for every Title I school- and, with a sliding , . 
· scale for students above 200% of poverty, we coUId eventually make after',..school available to . 

every student. (Cost: $20-30 billion 'over 10 years). " . 

3. Turning Around Every F~iling Seho·ol. ,TocIose the oppOrt:uIUty gap, we must close the· 
achievement gap by focusing ouI-efforts on the' worst-performing schools. With ~ series of 
accountability and performance initiatives in the FY 2001 budget (and the after-school pledge 
outlined above ), you can credibly set forth an ambitious, defining goal for. strengthening public 
education: turning around~rshutting down every failing school in America overthe next ' 
decade. In addition~o doubling after-school funding, the key steps include: expandingyour 

2 




accountability fund; reaching your goal of 3,000 charter schools before you leave office; funding 
. a new perfonnance bonus.to reward states and school districts for increasing their percentage of 
qualified teachers, adopting statewide accountability systems and school report card; and 
requiring universal public school choice for students in failing schools. We could also 
reintroduce a version of education opportunity zones. (Cost: $3-5 billion over 10 years). 

4. Closing the Digital Divide. Ifwe are to close the opportunity gap in the next century, we 

must do all we can to address the emerging digital divide. Key elements could include: 


. . 

• 	 Community Technology Centers. A more than four-fold increas~ in funding - from 
$32.5 million in FY 2000 to $132.5 million in FY 2001 -'- as part ofa major challenge 
to have Internet centers in all poor communities. We could challenge the private 
sector to contribute hardware, software and mail-hours - and possibly give them taX 
incentives to donate used equipment. . 

. , 

• 	 Develop Universal Internet Access. Reserve.a $100 million fund for public-private 
. , partnerships to bring affordable Internet access to poor families., . 

• 	 Teacher Trainingfor the Internet. We. could dedicate $100 million - perhaps from 
the existing technology literacy challenge initiative - to ensure all new teachers, or all 
middle-school teachers, receive training in how to use computers as a learning device. 

• 	 School Internet Modernization Fund. A discretionary ,coilnterpart to our school 
construction proposal to moderniz.e schools for new teachers and Internet access. 

S. Closing the Opportunity Gap fo'r College. This element would focus on different aspects of 
. closing the opportunity gap for college: helping more students .aspire to and prepare for college, 
. continuing to make college more aff~rdable, and starting to ad,dress America's quiet crisis of 

declining college completion rates. . 

• 	 Keeping Students on Track to College . .We could increase access for impoverished 
young people through Youth Opportunity Grants, TRIO, GEAR UP, and Youth 
Build, increasing funding to a total of$500 million. 

• 	 AP Courses Online. Small andpoor schools often·lack the resources and teachers to 
'offer challenging courses. 	This distance learning initiative aims to ensure that . 
students inunderserved ,areas get access to Advanced Placement and other high­
quality academic courses and ESL programs online. Total funding for the initiative 
would be $225 million, including $50 million for grants, $25 million for course 
development, and, $125 million in increases in existing programs. 

• 	 Test Prep for Poor Kids. This program would support partnerships' among high 
schools, proven providers of college test prep courses (like Kaplan, Princeton . 
Review), and community-based organizations to offer high-need students SAT/ACT 
preparation mid other services related to college admissions. Grants of$30 million 
would serve approximately 50,000 students. . . 

3 
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It 	 Refundable Hope Scholarship and Pell Grant Increase. Expanding the maximum 
Pelt Grant from $3,300 to $3,SOO would cost $766 million in FY 2001. A 
complementary proposal would be to make the Hope Scholarship refundable. 

• 	 Challenging Students to Complete College. The above initiatives could also be 
organized to promote not just going to college, but also completing college. In' 
addition, a new initiative ofCollege Completion Challenge Grants would provide 
grants to deal with college completion with a co~prehensive program including, pre­

. freshman summer programs, support services and increased grant aid to ,students. 

, . '. f\(..w (Ut'\!S 
6. Demanding Responsible Fatherhood~ we are going to c osethe opportunity gap, we must 
clQse the responsibility gap. Demanding d promoting respo ible fatherhood is the critical 
next stage ofwelfare reform and one of most important thi s we can do to reduce child 
poverty. Mothers should not bear the wh Ie burden of welfare eform; now we must make sure 
that every unemployed/ather who o_lVes ild support goes to w rk cmd provides that support. 
To achieve this goal, we can: 1) focus': 'Welfare-to-Work on putting low..:income 
fathers to wqrk; arid propose that states use their welfar(-.....".-~ ~, equue eadbeat fathers to ' ~M"'ts . 
work and pay the child support'they owe; 2) propose newmeasures to collect more child support '. 
from parents who can afford to pay; 3) restore the child..:support pass-through and revise outdated 
rule.s to ensure mO.thers and children receive more ofthe support the father pays; and 4) promote 
efforts to ensure fathers retumingfrom prison become responsible fathers and responsible ' 
me!D!:>ers of society.) (Cost: $100 million in discretionary costs in FY 2001 plus mandatory costs 

-of$I:2 bj~liQ.rLO~r)5 y,ears an($2.6 billion over 10 years). f\-t~ .s~,"tWl w4 g1-~~rhMU ,. . 
1u~\~~,~A.\~~;-;to'!'~e,J;.'r ~n~.,.1;r. h~lpi~,9:IM$l:..fe,IfY'\ W<!/f,,/-l. (t'Clflt',d-:; (3o.-fo,WO'l'J.(c::!lIdJ ~"'(CIA."I QI'\ ~J o~_ 
7. Rewarding Work and Family. You could propose a new social contract/or,the working , 
poor. This element could be the organizing principle forfurther initiatives' in housing, expanding 
health care coverage, and rewarding work through EITC expansion. ' 

• 	 Expanding Housing Vouchers. Expandto 100,000 housing vouchers in FY 2001, 

with a goal o( SOO,OOO vouchers by the fifth year; With such a plan, you could 

realistically propose that within a decaqe, no po~!!amily will be trapped in the 

projects., JCost:' $3-6 billion over fiveryears~O IS bi~li6ft e~~. Z .' 


-- . 	 cr.fc.n (-p.,p<tt'>£I\.~t*i~~~, -fr:1 r~
'. 	 I '\1-1""" I':.·mll'-e< '-4/,:,,'5"0; (o·YLA,..)• 	 Expandmg Health Coverage. 1')'11 .'\ '1"! . ~ ~ . -".".... ,I 	 • 

• 	 Extend CHIP to Parents. Would provide states with the same incentives to 
cover parents as children under Medicaid and the Children's Health Insurance 
,Program (CHIP). Costs range from $S to $1'8 'billion over S years. 

• 	 Outreach to Enroll Uninsured Children in Medicaid. This could be done 
through school-based outreach at a cost of about $3 billion over 10 years. 
Another idea would be to simplify and unify the eligibility rules for Medicaid 
and CHIP. at a cost that is likely to be le~s than $500 million over S years. 
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• 	 Restore Option to Cover LegalImm.igra.nts. , This proposal would restore state J 
benefits for certain re n t women children, and SSI-recipient legal " 
immigrants. he cost is about $ billion over I'" ~ , ' 'I, , , 

., 	Progressive Savings ccounts. i;;-h,#, 

CI Rewarding Work and Family Through the EITC and Child Care. 

• Making the EITCEven More Pro-Work The EITC could be expanded by 
(1) incni:asingihe phaseout so that more families get the maximum amount; 
(2) lowering the phaseout rate so that marginal tax rates are reduced; and 
(3) easing the marriage penalty by making these phaseouts more favorable for 

, married couples. The third component would cost $ n billion over 10 years. 
• ,EITC Increasefor Three Children. Alternately, the EITC,could be expmided 

oy raising the maximum EITC with families with three or more children 
. (which would benefit all families with three children), at $8 billion/10 years. 

• 	 Child Care Block Grant in Discretionary Budget. We stand a better chance of 
increasing child care subsidies ~oor if we move it to the discretionary side. 

• 	 Making the Dependent Car,e Tax Credit Refondable. Our child care tax 
p~ckage provides significant relief for families earning $30-60,000. But ' 
working poor famil~es .who need help the most earn too little (under $18,000) 
to be eligible. Making the DCTC refundable costs $4 billion' over 5 years .. 

8~ New Markets Initiative and Empowermen(Zones. Help include communities that have 
not fully shared in our prosperity by expanding the New Markets initiative and including 
empowerment zones within the initiative. 

• 	 Expanded New Markets Tax Credit. Double the new markets tax credit, costing 
$4 billion over 10 years.

) , 

• 	 Expanded Empowerment Zones Credit. The gO,al would b'e to increase existiri:g 
in~entives, include empowerment zones in the new markets framework, and· ' 
compromise with Talent-Watts' American Community Renewal Act. . 

• 	 Expanded Low-Income Housing Tax Credit. The FY 2000 budget proposed 
expanding the Low-Income Housing Tax Credit (LIHTC) from $1.25 per capita to 

,$1.75 per capita at a cost of $1.6 billion over 5 years. In light of housing shortages in 
many parts of the country, we may want to expand this credit even further. 

• 	 Making Homeownership More Affordable. A new homeownership tax credit could 
help boost homeowners hip rates for lower income families by' subsidizing the interest 
rate for income-qualified, first..;.time homebuyers at 15 to 30 percent below 
conventional rates; The costo(this proposal could be scaled to the desired level. 

. ., 

• 	 Expanding Faith-Based Involvement. Propose to allow federal substance abuse ] 
treatment,juvenile justice, and after-school funds to be used by faith-based 
organizations. ' 

'5 
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PRELIMINARY COST OF THE "CLOSING THE OPPORTUNITY GAP INITIATIVE;' 
~ions.ofdollars abovepassbackD 

FY 2001 2001-10 

Early Childhood / Universal Pre-School 0.8 30-40 

Increase in Head start . 0.4 

Early Childhood Learning Fund 0.4 


..­

Universal After-School for Poor Children, , 0.55 20,.;30 ' 
, . ,.' " 

. Turning Around Failing Schools 	 0.3 - . 3-5 

Closing the Digital Divide' 0.77 10, 

Community Technology Centers 0.07 

Universal Internet Access 0.1 


. Teacher Training for the Internet 0.1 

School Internet Modernization Fund 0.5 


Closing the Opportunity Gap for College . ,0.42 

Keeping Students on Track to College 0.25 

Stanley Kaplan and AP Online for Poor Kids 0.07 

Refundable Hope Scholarship and Pell Grant Increase ?? 

Challenging Students to' Complete College 0.1­

Fathers Responsibility 	 ~.' 

Rewarding Work and Family , . 1 , 10-15 
. Expanding Housing Vouchers :0 ::,oJ C1~,,':5 
. , Expanding Health Coverage 

Extend CHIP to Parents 11 	 10-35. 
??. Outreach to Enroll Uninsured . 0.2 

. Restore Benefits for Certain Legal Immigrants . ,. ®,3.-.5 '··i~~?)
. Make the EITC More Pro-Work " , 1111 " 


EITC Increase for Three Children 8 

, 11 ' Progressive Savings Account ' 11 


Move CCDBO to Discretionary 0.8 

Making DCTC R~fundable . 11 8­

New Markets Initiative and Empowerment 'Zones' 

Expanded New Markets Tax Credit ?? 4 

Expanded Empowennent Zone Credi( 11 1? 

Expanded Low-Income Housing Tax Credit ?? 3:2+
'I' • 

Making HomeoWnership More Affordable 	 ?? ?? 
------------------------------------------------------------~-------~---------------------------
DISCRETIONARY TOTAL 	 4.09 . 88-:-113 

. f1>IJJ~~l't\fJ'+t'IjJ()/l<"", ~rrHJ~-f'j 
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Cynthia A. Rice '01/04/200001 :29:46 PM 

Record Type: Record 

To: Bruce N. Reed/OPO/EOP@EOP, Eric P.Liu/OPO/EOP@EOP, Karin Kullman/OPO/EOP@EOP 

cc: Andrea Kane/OPO/EOP@EOP. J.Eric Gould/OPO/EOP@EOP 

Subject: What we could announce at the OLe 


A couple of announcements that would make real sense to announce atthe DLC: 

(1 ) EITC -- new proposal plus victory lap on record 
(2) Child support -- new proposals plus new accomplishments data (see below) , 
(3) Welfare to work success -- new numbers from Welfare to Work Partnership (hiring, retention) plus 

general accomplishments 


And of coursewe could add our food stamp car and IDA car policies. 

These announcements could work either before or after the VP announces the $250 million employment 
grants for fathers and families. 

What do you think? 

New Child Support Data 

We will have new data which show i) child support collections have nearly doubled under this 
Administration (from $8 billion in 1992 to and estimated $15.5 billion in 1999);' ii) of that 
$15.5 billion a record $1.3 billion came from seizing tax returns (up 18 percent over last 
year); iii) the new child support computer system proposed by the Administration in 1994 and 
enacted in 1996 located nearly 3 million delinquent parents and over 65Q, 000 of their bank 

, accounts last year; and iv) a child support law enforcement initiative launched by the 
Administration last year has investigated nearly 1,000 cases of the worst offenders, making 
nearly 300 arrests and obtaining $5.3 million in restitution orders. 

mailto:P.Liu/OPO/EOP@EOP
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Cynthia A. Rice 12/29/99 01 :49:52 PM 

Record Type: Record 

To: Karin Kuliman/OPD/EOP@EOP . 
cc: andrea kane/opd/eop@eop, j. eric gould/opd/eop@eop, eugenia chough/opd/eop@eop 
bcc: 
Subject: 

Records Management@EOP 
Re: update !ill 

These descriptions are still accurate. The details of the tobacco policy are still Qeing worked out, but you 
could use this generic language as a placeholder. Don't call it tobacco "penalty" 

Tobacco· Raising the Price of Cigarettes so Fewer Young People will Smoke. ,Public health experts 
agree that the single most effective way to cut youth smoking is to raise the price of cigarettes. To reduce 
youth smoking. the budget will include a combination of excise taxes and assessments on the industry if 
companies fail to meet youth smoking reduction targets. 

Karin Kullman 

12/29/99 01 :41 :36 PM 

Record Type: Record 

To: Cynthia A. RiceIOPD/EOP@EOP, Andrea Kane/OPD/EOP@EOP, J. Eric Gould/OPD/EOP@EOP, 
Eugenia Chough/OPD/EOP@EOP . 

cc: 
.Subject: update 

Listed below are the descriptions of the budget initiatives in your area that could be rolled out prior,to the 
SOTU that I have included in the ope memo regarding rollout. Please let me know if you have any'edits, 
updates, changes, etc. to these descriptions. Any additions in blank areas would be greatly appreciated. 

Philanthropy/Faith-Based Initiatives. Among the possible announcements we can make are 
1) steps to increase involvement of community- and faith-based groups in after-school and 
other important programs; and 2) new tax incentives to promote increased charitable giving by 
all taxpayers. 

Tobacco Penalty .. 

Responsible Fatherhood Initiative: Promoting responsible fatherhood is the critical next stage 
of welfare reform and one of the most important things we can do to reduce child poverty. 

to. 

,.~~
" ..... 
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We could a) announce new data showing the dramatic increases in child support collections 
made by this Administration and at the same time put forward a package of proposals to b) . 
ensure every unemployed parent who owes child support goes to work and supports his 
childreri; c) collect mor.e child supporrfrom parents who can afford to pay; d) revise outdated 
rules to ensure mothers and children receive more of the support the father pays; and e) 
promote efforts to ensure fathers returning from prison become responsible fathers and 
responsible members of society. 

"~ !' 



Record Type: Record 

To: Cynthia Rice· 

cc: 

Subject: food stamps immigrants policy 


Jack said you were asking about the food stamps immigrant proposals. Let me know if you need more 
info. ' 

The reproposal of last year's food stamps elderly policy will help 10,000 people by FY05. 
I 

The new proposal, to restore benefits to pre 8/22/96 adults in families with kids,·will help 150,000 people 
by FY05. 
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Cynthia A. Rice 12/15/99 05:27:11 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP@EOP, Eric P. Uu/OPD/EOP@EOP, Christopher C; Jennings/OPD/EOP@EOP 

cc: See the distribution list at the bottom of this message 
Subject: Legal Immigrants/Parents of CHIP ~roposal 

Apparently our parents of CHIP proposal as currently scored wouldn't give states the option of covering 
legal immigrant parents, despite the fact that we propose to cover legal immigrant kids under CHIP. 
(Under current law legal immigrant children who arrived pre 8/96' can be covered by CHIP or Medicaid at 
state option, and we have proposed and will re-propose to allow the MedicaidlCHIP state option for 
immigrant children arriving post-8/96.) Mendelson and I realized this yesterday and he's got folks scoring 
the additional cost. If the parents proposal flies (and I.hope it does) , think it would be embarrassing if we 
left out legal immigrants. . 

We spoke again to Barbara Chow and others at OMB on other legal immigrant matters. OMB thinks we 
can pay for re-proposing our proposals from last year plus maybe a small add on which would be helpful 
but fall short of the advocates wish list. The attached table has more information. but broadly: 

Re-proposing FY 2000 proposals: $1.9 billion over 5 years. $11.6 billion over 10. . 
FY 2000 proposals plus small add-on: $2.1-2.4 billion over 5 years. $12.3-$12.6 billion over 10. 
Advocates wish list: $7.2 billion over 5 years. at least $26 billion over 10 

(y 
FY01 Budget Ideas 121SIegai immigr 

Message Copied To: 

Jeanne Lambrew/OPD/EOP@EOP 
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Legal Immigrant Restoration Proposals 

DRAFT - December 15,1999 


FY 2000 Proposal Re-Scored ($$ in millions) 
# affected 

Description In 2005 FYOI FYOI-05 FYOI-I0 
SSI Disabled after entry, retain .5-year ban, no 

deeming after 5 years - post 8/22/96 
SSI Costs 
Medicaid Costs 

53,000 
$0 
$0 

$707 
$651 

$5,128 
$5,093 

Food Stamps Restore those reaching age 65 after PRWORA -
arrived in US pre 8/22/96 

10,000 $10 $140 $315 

Medicaid State option to provide Medicaid and CHIP to 
children and pregnant women arriving inU.s. 
post 8/22/96 (current law provides option for pre 
8122/96). 

90,000 $57 $395 $1,125 

Total 1,661 

.Possible revised proposal (additions to FY 2000 in bold) ($$ in millions) 
# affected ' 

Description' In 2005 FYOI FYOI-05 FYOI-I0 

SSI Disabled after entry, retain 5-year ban, ~o 
deeming after 5 years post 8/22/96 

SSI Costs 
Medicaid Costs 

53,000 
$0 
$0 

$707 
. $651 

$5,128 
$5,093 

Food Stamps (1) Restore those reaching age 65 after 
PRWORA - arrived in US pre 8/22/96 
(2a) Restore members of households with 
eligible children ­ pre 8/22/96 (children, but 
not their household members, are already 
covered) OR 
(2b) Restore children - post 8/22/96 (children 
pre-8/22/96 already covered) 

10,000 $10 

$55 

$10 

$140 

$550 

$200 

$315 

$980 

$615 

Medicaid State option to provide Medicaid and CHIP to 
children and pregnant women arriving in U.S. 
post 8122/96 (current law provides option for pre 
8/22/96). 

90,000 $57 $395 $1,125 

Domestic 
Violence 
Victims 

For victims of domestic violence as defined in 
1996 Immigration Act, eliminate 5-year ban 
on benefits and restore eligibility for SSI and 
Food Stamps 

" 

* * 

Total 

i 

$2,443, 
w/food stamp 

option (2a) 

$2,093 
w/food stamp 

option (2b) 

$12,641 
w/food stamp 

option (2a) 

$12,276 
w/food stamp 

option (2b) 
* ThiS proposal IS currently bemg scored but the OMB exammer expects that It wll~ be mSlgmficant - pOSSibly less than 
$10 million over five years. 

Not listed but assumed is that any state option for CHIP, parents would cover legal immigrant 
parents (score in works). I 
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FY 2001 Budget 

Legal Immigrant Restoration Proposals 


DRAFT.:-. December 15,1999 


# affected 
FY2000 Proposal Description In 2005 FYOI FYOl-05 FY01-10 

SSI Disabled after entry, retain 5-year ban, no 
deeming after 5 years -Post 8/22/96 

Food Stamps Restore those reaching age 65 after PRWORA 
Pre 8/22/96 

Medicaid Restore Medicaid and CHIP to children and 
pregnant women, no deeming or affidavit 
enforcement 

Total 

53,000 

10,000 

90,000 

$0 . 

$10 

$57 

~,. 

$707 $5,128 
~I St Oq ,3 

$140 $31 

$395 $1,125 

/ f1'> I.h (,le I -

# affected 
Advocates FY 2001 request Description In 2005 FYOI FYOI-05 FYOI-I0 

Medicaid Adding to FY 2000 proposal a state option to 
co'ver all lawfully resident disabled immigrants 
under Medicaid (i.e., eliminate the 5-year ban) 

~;) vr:;~\.?b'
ik' ~"'b\ 

Food Stamps Full eligibility to alllegi\l immigrants J 

ban - Pre and Post 8/22/96 ' ' 

$135 $1,593 1$3,393 

SSI FYOO proposal ": 
Aged (Teach age 65 or apply for SSI-aged after 
PRWORA) Pre 8/22/96 

53,000 
43,600 

$0 
$78 

$707 
$974 // 

$5,128 
$2,153 

Refugees Eliminate 7-year time line on SSI and FoodStamp 
eligibility Pre and Post 8/22/96 

, 

Domestic 
Violence. 
Victims 

, 

' For victims of domestic violence as 
defined in 1996 Immigration Act, ' 
eliminate 5-year ban on benefits and 
restore eligibility for SSI and Food 
Stamps " 

IOd,r;l1'f 
Total 63/~~If, 

l~oJ.W~ 
1~·1hO 

Medicaid 

,I
\ 

# affected 
FY 2001 Alternative #1 Description In 2005 FYOI FYOI-05 FY01-10 

Medicaid Adding to FY 2000 proposal a state option to 
cover all lawfully resident disabled immigrants 
under Medicaid (i.e., eliminate the 5-year ban) . 

') 
~i"~ ~ f 

ll"fX)O '/ 

Food Stamps fultresteratien-to-aJHega-hrnrntgr-afl-ts-Pl'e 
,.gm/96 \~\~ p~f- - "1 c,," , 

$+6-. 

110 

$696­
s).bO 

$81t(j' 
i&f,ts 

SSI Disabled after entry ~~no deeming 
after 5 years Post 8/22196 ' 

62,000 $20 $958 $5,815 

Refugees Eliminate 7-year time line on SSI and Food Stamp 
eligibility Pre and Post 8/22/96 

Domestic 
Violence 

For victims of domestic violence as defined in 
1996 Immigration Ad, eliminate 5-year ban on 



) 

\ " 

Victims benefits and restore eligibility for S8I and Food 
Stamps 'r' 

# affected 
In 2005 FYOI FYOI-05 FYOI-IOFY 2001Alternative #2 , Description 

'Medicaid 

Food Stamps " 

.~r • 
" , 

. 
" 

, , 

,­
J 

, 

SSI 
.. , 

Refugees " 

Domestic 
Violence 
Yictims 
Total 

J 

/ 

,. 

'" 
" 

" 

" 
, 

\ 
1 

, , 
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Options for Benefit Restorations for Non-citizens 
(dollars in millions) 

Number' 

"-
Affected in Costs in Costs in Costs in 

Program Descriptioll ofRestoratioll 2005 FYOI FYOI-05, FYOI-IO 

Pre-8/22/96 	 Aged (reach age 65 or apply for SSI-agedafter PRWORA) ·43,000 $78 $974* $2,153* 
Disabled after entry, retain 5-year ban and deeming until 
citizenship , 30,000 $0 $404* $2,911* 

SSI Post-8/22/96 vtb~sabled after entry, retain 5-year ban, ~o deem~ng aft~r5 years 53,000 $0 $707-# ' $5,128#' 
DIsabled after entry, no 5-year ban, retam deemmg untIl 
citizenship 39,000 $20 $654* $3,506* 
Disabled after entry, no 5-year ban, no deeming after 5 years 62,000 -$20 $958* $5,815* 

~estore those reaching age 65 after PRWORA 10,000 $10 $140 $315 
Pre-8/22/96 Restore members ofhouseholds with eligible children # ((~~b~~;..) $55 $980 

Restore all legal immigrants . $76 ~ $846$ 6
Food 

Post-8/22/96;;'I( Restore children - no 5-year ban 	 $10 $200 $615
Stamps 

Pre- and 	 Restore members of households with children, no 5-year ban $85, $1,125 $2,725 
post-8/22/96 Restore eligibility to all legal immigrants, keep 5-year ban $76 $796 $1,651 

Restore eligibility to all legal immigrants, no 5-year ban $135 $1,593 $3,393 

Post-8/22/96 vResto:e Medicaid ~d CHIP to children and pregp.ant women, no 

~ 

Medicaid deemmg or affidavIt enforcement ~~ 0e-h0-:1 	 90,000 $57 $395 $1,125 
Number. 

Special Affected in Costs in Costs in Costs in 
Populatiolls Descriptioll ofRestoratioll 2005 FYOI FYOI-05 FYOI-IO 

Pre and post-*. t..Eliminate 7-year time limit on SSI and Food Stamp eligibility Estimates under development 
Domestic 
Refugees ** For victims ofdomestic violence as defined in 1996 Immigration '4t' 

Violence 
 Pre and post Act, eliminate 5-year ban on benefits and restore eligibility for SSI 

Victims 
 and Food Stamps 	 Estimates under development 

f2bi 
\.A~~ pJ v0 tA1f;"v ~11.-00Q ~ 
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Options for ~Jenefit Restorations for Non-citizens 
, (dollars ill milliom) 

Nllmber 
Affected ill ' Costs in Costs ill Costs ill 

Program Descriptio" ofRCSlortltimr, ' 2005 FYO/ FYO/-05 FYO I-I0 
Pre-SI22/<)6' Aged (reach age 65 or apply for SSI-aged allcr PRWORA) , 43,000 $78 $974* $2,153* 

, .. .- - ~-~9isablcd-allcr-cntry,retain-5-ycar-ban-and dccming until 
citizcilship , 30,000 ' $0 $404* $2,911 * 
Disabled aller cntry, rctain 5-ycar ban, no deeming aller 5 y<,:ars 53,000 $707/1SSt $0 $5,128 /1

/'ost-SI22IY6 
Disabled allcr cntry, no 5-year ban, retain deeming until 
citizcnship 39,000 $20 $654* $3,506* 
Disablcd allcr cntry, no 5-year ban, no decming allcr 5 years 62,000 $20 $958* $5,815* 
Rcstorc those rcaching age 65 allcr PR WORA 10,000 $10 $140 $315 

Pre-S1221Y6 Rcstorc members ofhouscholds with eligible l:hildren ' $55 $550 $980 
Rcstorc all Icgal immigrants $76 $606 $846Food 

Post-S1221Y6 Rcstorc children - no 5-ycar ban $10 $200 $615Stamps 
Pre- (lIId Rcstorc'mcmbcrs of households with childrcn, no 5-year ban $85 $1,125 $2,725 
post-8122196 Rcstorc eligibility to all legal immigrants, keep 5-year ban $76 $796 $1,651 

Rcstorc eligibility to all Icgal immigrants, no 5-ycar ban $135 $1,593 $3,393 
Rcstore Mcdicaid alld CIIII' to childrclI and prcgllant WOl11ell, nl)

Post-SI]21YfJ ,­i\lct~icnid ' decming or aflidavit cnlon.:ement 90,000 $57 $395 $1,125 
Nllmber 

Special 
'. 

Affected ill Costs /11 Costs ill Costs ill 
POjlll/t1tim,s f)('sc,.,jJt;m, ofRcsIOl'tII;Oll . 2005 FYOI FYO 1-05 F},OI-IO 

Pre alld posi Eliminate 7-year time limit on SSI and Food Stamp eligibility Estimates under development 
Domcstic 

licfllgccs 
For victims of domestic violence as detined in 1996 Immigration 


Violcnce 
 Pre ami jlost Act, climinate 5-year han on bcnefits anli rcstore eligibility f()r SSI 

Victims 
 and Food Stamps Estimates under development 

·cxc1udes associated Mcdicaid costs. 
~Additional associated Medicaid costs arc $651 million over 5 years; $5,093 million over 10 years . 

• 

12/14199,5:38 PM 
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Additional Tobacco Price Idea 
12/13/99 DRAFT 

Option 5: As in Option 1, starting in FY 2001 the federal tobacco excise tax would be raised by 
25 cents. If youth smoking does not decrease by one-third within three years and by half within 
five years, the excise tax would, be raised by another 25 cents in FY 2003 and FY 2005. Thus, to 
avoid additional tax increases, youth smoking would·have to decline by one-third between 1999 
and 2002 and by half between 1999 and 2004. 

In addition, each company would be charged a surcharge based on the lifetime profit the 
company would be expected to obtain from each youth smoker (estimated at $1,450 per child 
discounted to present value). This surcharge would be imposed as fol.1ows. In FY 2001, 
companies would pay $500 per child for every child who smoked its company's brands. Then, if 
youth smoking of a particular company's brands does not d~cline by one-third within three years 
and by half within five years, the company would pay another $500 per child surcharge for each 
underage smoker above the targets. 

For example, ifin FY 1999 one million children smoked a particular company's brands 
of cigarettes, then that company would pay a surcharge of$500 million ($500 x 1,000,000). To 
meet the targets, the number of youth 'smokers ofthose brands would need to decline to at least 
666,666 by FY 2002 and to at least 500,000 by FY 2004. If 600,000 children smoked the . 
company's brands in FY 2004, the company would pay an assessment of$50 million in FY 2005 
($500 x 100,000). / 

Option 5: Cigarette Price Increases and Revenues, FY 2001-2005 
FY'Ol FY'02 FY'03 FY'04 FY'05 FY'Ol-'05 

Initial Excise Tax Increase 25 cents 25 cents 25 cents 25 cents 25 cents -­
Additional Excise Tax Increases 
if Youth Smoking Reduction 
Targets are Not Met 

-­ -­ 25 cents 25 cents 50 cents -­

Potential Total Excise Tax 
Increases 

25 cents 25 cents 50 cents 50 cents 75 cents -­

Excise Tax Revenues*** $2.9 hi $2.9 hi $5.8 bi $5.8 bi $8.7 bi $26.1 bi 
Company Specific Stircharges** 
Total Revenues 

$2.1 bi -­ * -­ * -­
$2.9 bi $5.8 bi* $5.8 bi $8.7 bi* $28.2 bi 

* Additional amounts of surchar e revenues will need to be estimated usin g g com any-s ecific data. p p 
** In FY 1999 there were approximately 4.1 million smokers aged 12 to 17 nationwide; thus FY 200 I revenues 
would be $500 x 4, J00,000. 
*** Figures need to be revised by OMB and Treasury; they are basedon the simplistic assumption that every to 
cent increase in the excise tax raises $1.16 billion (since a 55 cent increase raises about $6.4 billion). 
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Tobacco Budget Ideas 
12112/99 DRAFT 

Price Increase: The following proposals would reduce youth smoking by raising the price of 
cigarettes and providing tobacco companies with incentives to stop marketing tobacco to children~ 

, 
Option 1: Starting in FY 2001, the federal tobacco excise tax would be raised by 25 cents. If youth 
smoking does not decrease by one-third within three years and by half within five years, the excise 
tax would be raised by another 25 cents in FY 2003 andFY 2005. Thus, to avoid additional tax 
increases, youth smoking would have to decline by one-third between '1999 and 2002 and by half 
between 1999 and 2004. 

Option 1: Cigarette Price Increases and Revenues, FY 2001·2005 
! . FY'01 FY'02 FY'03 FY'04 FY'05 FY'01-'05 
i Initial Excise Tax Increase 25 cent~ 25 cents 25 cents 25 cents 25 cents -­

Additional Excise Tax Increases 
if Youth Smoking Reduction 
Targets are Not Met 

-­ 25 cents 25 cents 50 cents -­

Potential Total Excise Tax 
Increases 

25 cents 25 cents 50 cents 50 cents 75 cents. -­

Revenues* $2.9 bi $2.9 bi $5.8 bi $5.8 bi $8.7 bi $26.1 bi 
*Ftgures need to be revIsed by OMB and Treasury; they are based on the simpitstic assumptIon that every 10 cent 
increase in the excise tax raises $1.16 billion (since a 55 cent increase raises about $6.4 billion). 

A comparable price increase w'ould be put in place for other tobacco products (the percentage price 
increase from current levels would be the same as for cigarettes), using the same tobacco use 
reduction targets (one-third within three years and halfwithin five years). 

Progress in meeting the tobacco use reduction targets would be based on data for children aged 12 
to 17 from HHS' National Household Survey on Drug Abuse. (Note: need to double check that 
survey includes all tobacco products.) , 

Option 2: The same as Option 1, except the ipitial excis~ tax increase would be 35 cents, and it 
would be raised by 15 cents in 2003 and 2005 if youth smoking reduction targets weren't met. 

Option 2: Cigarette Price Increases and Revenues, FY 2001-2005 . 
FY'OI FY'02 FY'03 FY'04 FY'05 FY'01-'05 

Initial Excise Tax Increase 35 cents 35 cents 35 cents 35 cents 35 cents -­
Additional Excise Tax Increases 
if Youth Smoking Reduction 
Targets are Not Met 

-­ -­ 15 cents • 15 cents 30 cents 

Potential Total Excise Tax 
Increases 

25 cents 25 cents 50 cents ' 50 cents .65 cents -­

Revenues* $4.1 bi $4.1 bi $5.8 bi $5.8 bi $7.5 bi $ 27.3 bi 
'*FIgures need to be revised by OMBand Treasury; they are based on the SimplIstIc assumpqon that every 10 cent 

. increase in the excise tax raises $1.16 billion (since a 55 cent increase raises about $6.4 billion). . 

1 . 



. Option 3: The same as Optio~ 1, but in addition, if youth smoking of a particular company's brands 
does not decline by one-third within three years and by halfwithin five years, the company would 
pay an assessment for each additional underage smoker. This surcharge would be based on.the 
lifetime profit the company would be expected to obtain from each youth smoker (estimated at 
$1,450 per child discounted to present value) .. For example, if in FY 1999 one million children 
smoked a particular company's brands of cigarettes, then to meet the targets, the number ofyouth 
smokers of those brands would need to decline to at least 666,666 by FY 2002 and to at least. 
500,000 by FY 2004. If600,000 children smoked the company's brands ih FY 2004, the company 
would pay an assessment of($1,450 x 100,000) or $145 million in FY 2005. 

Option 4: The same excise tax le~els as Option 2, combined with the company-speCific assessment 
in Option 3. 

Note: The McCain bill had the following youth smoking reduction targets: 
.. 

Calendar Year After Date of Required Percentage as a Percentage ofBase . 
Enactment ~ncidence Percentage in Underage Cigarette Use* 
Years3 and 4 15 percent 
Years 5 and 6 30 percent 
Years}, 8 and 9 .50 percemf 
Year 10 and thereafter 60 percent 

State Lookback:.Although state officials said the purpose of the $246 billion state settlements with 
the tobacco industry was to reduce youth smoking, few states are, investing settlement funds in 
programs to prevent youth tobacco use. This proposal would ensure that if the proVIsions of the 
state settlement (45 cent price increase, some limitations on marketing and promotion of tobacco 
products, and funding for a national foundation to reduce youth smoking) do not actually reduce 
youth smoking, then states would spend settlement funds on youth smoking prevention programs. 
The spending prOVisions would qe triggered .ifyouth smoking did not decline by one-third within 
three years and by half within five years. 

Specific funding requirements would be based on CDC recommendations, which vary by state 
based on state characteristics, such as demographic factors, tobacco use prevalence, and other 
factors. CDC's recommendations range from $7 to $20 per capita in smaller states (population 
under 3 million), $6 to $17 per capita in medium-sized States (population 3 to 7 million), and $5 to 
$16 per capita in larger States (population over 7 million). 

A penalty could be structured that would require ~tates that miss the above youth smoking 
targets to invest additional funding into youth tobacco prevention activities. The greater the 
percentage rate states miss the targets by the more they would have to invest in prevention activities 
based on CDC's recommended investment guidelines for the State. 
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Tobacco prevention could be defined a~ evidence-based efforts to redu<;e ipbacco, particularly 
among youth, including: 1) tobacco prevention and control activities, at the school, community; and 
state levels; 2) en,forcement oftobacco c~ntrollaws al1,d regulations; 3) public education programs,' 
in~luding the use ofmass media; 4) cessation services consistent with AHCPR guidelines and ' 
cessation treatments approved by the FDA; 5) surveillance and evaluation programs to provide 
accountability. ' . 

OMRstatlhave not discussed this Qption with Jack Lew and tend to think that,due to state 
opposition, this proposal w~)Uldbe guite unlikely to pass the Congress. 

Support Critical Public Health Efforts to Prev:ellt Youth Smoking: 'We should support 
continued funding of tobacco prevention programs at CDC and FDA, aIld include an increase if, 
possible. 

a) 	 CDC Funding: Overall~ HHS is requesting $131 million for CDC in.FY :io.o.I'for tobacco 
p~evention efforts, $30. million over FY 20.0.0 levels:', 9MB has'proposed inpassbackan ' 
increase 6f$5 million over FY 20.0.0. levels~ for a total of$lo.5'million . .IfHHS appeals this 
passback, we ,should try to give them additional funds ifpossible. HIiS plans to target the 
increased funds to:, providing technical as~istance cmd support to states, schools, arid ,; • 
communities operating tobacco prevention programs~ collecting and evaluating data on 
smoking rates and prevention programs, and fitnding.efforts to reduce tobacco use world' 
wide. 

'. 	 -:, ' 

b) 	 FDA Funding: HHS is requesting $88 million ($20. million over FY2o.o.O request and $54 ' 
million over FY2o.Oo. funding) to expand youth anti-smoking outreach and enforcement, 
'activities in all states.' In passback, OMB has fht-fund,e~ th~ FDA anti:-tobacco pt:ogtam ,at 

, the FY 2o.Qo.$34 ,million level; sayingappropriatorshave'inade clear that they do n,ot intend 
to increa~e the funding until the Supreme Court case is completed. 'Ifwe are willing to 
propose flat funding, we should insist' that OMB agree' thatif the Supreme Court rules in 
FDA's favor, we will submit abudget am~ndment t~ the Hill for at least the $68 million we 
requested in F¥ 20.0.0., andEerhaps n~ore. Alternatively, we should insist that the FY 20.0.1 ' 
bildget include $68 million ~l)en announced. 

HHS said its request of$88 million wO':lld allow FDA to: 

• 	 Expand retailer inspections from 40.0.,0.0.0. in: FY 20.0.0. to 540.,0.0.0. retailers. Fund 
retailer informatioIl' kits and ri~wsletters explaining underage purchasing 
prohibitions. Complete national retailer database tracking results,' 

• 	 Monitor compliance with advertising restrictions (if these })rovisioilS are put in place, 
pending Supreme ~ourt review). 

,. 	Begin to develop performance standards for cigarettes and smokeless tobacc0 
, products, classify products, and inspect industry practices. . 
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Fund the Department of Justice Tobacco Litigation. The Department of Justice has initiated 

litigation against the tobacco industry to recover certain federal health' expenditures caused by 

tobacco use. . . 


Option 1: Propose $20 million for the Department of Justice to finance costs incurred in 
preparing and bringing litigation against the tobacco companies for tobacco-related Federal 
health costs. This would be the same' unsuccessful strategy employed in the FY2000 budget. 

. '. 

Option 2: Include the shared costs of the litigation within the requests for HHS, DoD and 
V A since the suit is intended to recover the smoking related costs incurred by the Federal. 
government, ofwhich these three departments experienced substantial costs. 

OMB plans to fund the litigation at $20 million, but according to Michael Deich, they have 
not decided whjch of these options to prefer .. For FY 2000, OMB required HHS, DoD, and V A to 
each provide $2~65 billion in' funds for the litigation. 

Cessation Coverage. Currently, smoking cessation prescription and non-prescription drugs are 
optional state Medicaid benefits th~t are matched by the Federal government at the individual 'states 
FMAP rate (which on average is 57 percent) .. Our understanding is that 27 States provide Medicaid 

. coverage for FDA approved smoking cessation products. There are a number ofoptions we could 
propose to expand the coverage of smoking cessation p'roducts for Medicaid and other Federal 
programs: 

Option lA: Mandate coverage ofprescription/nonprescription smoking cessation products 
and reimburse at FMAP. In 1998, HCFAestimated that the Federal costs of this provision 
would be about $114 over 5 years. 

Option IB: Create an enhanced FMAP rate for cessation services. ' For example, the 
Hansen-Meehan bill proposed a 90 percent Federal match rate for St<;tte costs of providing 
cessation programs., This enhanced match would theoretically offer States the incentive to 

? -' • 

cover these services. . 

Option lC: Require States to provide cessation programs and require them to fund the 
{ . . , 

costs themselves (using tobacco settlement or other funds). This is the option OMB prefers. 

Option 2: Require DoD to provide effective cessation programs and reintroduce the 
proposal in last year's budget for V A to fund cessation programs for Veterans. 

Option 3: Require, through a directive this Spring, the Federal Employees Health Benefits 
Program to provide a more generous cessation benefit. 

Of course, any model ofOption 1 can be combined with Option 2 and/or 3. 
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Farmers: These are two proposals that would allow us to maintain our commitment to ensure the 
well-being oftobacco farmers, their families and their communities .. 

a) 	 Compensating Tobacco Farmers: The Agricultural Appropriations bill for FY 2000 
directs the Secretary of Agriculture to use $328 million in funds from the Commodity Credit 
Corporation to provide payments to compensate flue-cured and burley. tobacco farmers that 
had their quotas reduced in 1999. We could propose an additional $328 million in FY 200 I 
for farmers facing quota reduction in 2000. \ 

b) 	Preferable Tax Treatment of Payments to Tobacco Farmers: Proposals supported by 
Sen. Robb. and Rep. Boucher would exclude from gross income payments made by the 
tobacco 'industry to tobacco farmers as part oflast year's settlement (The $5 billion in 
payments are to be paid out over the next 12 years). The Treasury Department has 
expressed initial opposition to this proposal, arguing that tobacco farmers should not get to 
exempt payments from taxes when otherfarmers cannot. We believe we can argue back that 
this situation is unique because only tobacco farmers have received these types of payments 
(settlement payments from companies); other farmers get federal subsidies which are 
different. Treasury has not yet scored this proposal, but using a few basic assumptions, it 
appears the provision would cost between $400 and $800 million. 

Rough scoring assumptions: 1) Taxes would.be relieved for $2.56 billion in payments in the 
budget window (assuming the provisio~ is made retroactive to 1999 and that only taxes on 
~ncome through 2004 would be paid during the budget window); and 2) farmers would 
normally pay either f5 percent or 28 percent tax bracket on such income. Using these 
assumptions, the provision would relinquish $384-$71 Tmillion over five years. 

Payout schedule for $5.15 billion in tobacco settlement payments: 

1999: $380 mi 

-2000: $280 mi 

2001: $400 mi 

2002-2008: $500 mi 

2009: $295 mi 

2010: $295 mi 
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, . December 12; 1999 w\,~,\, , 
MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed, 
, Eric Liu 

SUBJECT:' State of the UnionlBudgetIdeas 

This memorandwn provides summaries of all the budget proposals we are developing for the 
State of the Union, organized by issue area. A separate memo lays out overarching themes and 
highlights the most compelling ideas. , . 

EDUCATION 

A. 	Smaller Classes, Smaller Schools. 

1. 	 A Comprehensive Effort,to Modernize and Rev~lutionize Schools. ' As you have often 
said, the troub~e with America's schools as we enter the 21st Centuiy isn't that they aren't 
what they used to be; it's that they still are what they used to be. We need to change that, 
in two significant ways: ' . 	 , 

., 	 A New initiative to Repair EXisting Schools. 'To complement our existing 
school construction tax credit, which Wiil primarily help fund new ' 
construction, we have worked with OMB on a 'discretionary initiative for 
FY2001 that would provide funds for immediate repairs. As part of the· 
discretiorulry budget, this plan will make it more ,difficult for Congress to 
ignore school construction hi the budget debate, next fall. 

) 	 .".. . . 

• 	 A Small Schools Initiative to Reform the American High School. Since 
Littleton, a movement has emerged to make Anlerica's high schools smaller, 
not only for reasons ofsaf~ty,hut as an engine ofreform. Thisinitiative 
would offer competitive grants to school districts for opening smaller ~chools 
(including charter schools), or for breaking up larger schools and such using 
strategies as schools-within-schools, career academics, or restructured school 
days. The funds could be uSed for plaruiing and implementation costs, ' 
professional development, team building, minor facility renovation, additional 
planning time, legal and accounting consulting, supplies and other relevant 
costs. ' These funds could also be used to seed small charter high schools in the 
district. The initiative received $45 million in the FY2000 omnibus; we 
recommended expanding funding to' at least' $125 million for FY2001. 
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.2. Class Size. The Educatio,n Department is prepared to settle for $1.5 billion for class size, 
only a~odesi increase from the $1.3 billion we got this year.' If we wanta defining fight 

,on 100,000 teachers next fall- and ifwewantto say credibly that we're on a path to 
100,000 Qver6 years - we'lf. have to request a bigger increase that). that. Funding class 

, size at $1.7 -1 .8 billion would make more sense. . 

B. 	 Turning Around Failing S.:ho()ls '. 

1. Universal After-School. By doubling after-school 'funding in the FY 2001 budget (from 
. $453 million in FY 2000 to at least $900 million in FY 2001), you caD. meet an urgent 

goal, which. is to provide after-school and summer school to every student, in a failing 
sclloo1. Youcalled on states and districts to end social promotion in this past year's . State . 
ofthe Union; this iilltiative will enable you to say we're giving them the resources to end 
social promotion the right way, and give every stUdent in our worst schools the extra help 
they need. Over a ten year period, we can make after-school and summer school , 
, 1llli versal for evei:y Title I school- and with a sliding scale for students.~above 200% of 
poverty, we could eventually make after-school available to every student. (Cost: $20..; , 

,30 billion over 10 years). . 

2. 	 Reward High Performance. ,This proposal calls for a Rewards Fund that would award ' 
funding to states meeting federal perfonnance criteria and would support teacher 
performance pay demonstration projects described above. From FY 2001-2003, states 
would receive awards for adopting statewide acCountability systems, including high 
scllool exit exams, meeting t~acherquality requirements, and developing and 
disseminating report Cards ahead of the timetaple you are calling for in your ESEA, 

-	 proposal. After 2003, the Reward Fund would incorporate student performance measures 
as well. (Cost: $150 million). ' 

, 	 . . 

,3 •. Expallding Cl1arter S.:hools, Second.,.Chanee Schools, and Public School Choice. 
With a decent increase in the FY01 budget, you can reach your goal of3,OOO charter 
scllools by the time you leave office. We., could also propose using charter funds to create' 
new second-chance schools to serve students who have been removed from their previous 
scllools because ofdiscipline problems. Filially, we should provide seed money for 
innovative public school choice projects, and continue to supportimiversal public school ' 
choice for students in failing schools. (Cost: $50-100 million).· ,. 

4. 	 Education Opportunity Zones. To'encourage,innovationand reward districts that end 
. social promotion the right way, we could once again propose Education Opportunity 
Zones, which we left out ofthe FYOO budget, but which could attract bipartisan support . 
from Jeffords, Rangel and Clay." . ' 

C. ,Teacher Q1lali~ And Performance. 
. 	 .' .. . " 

I. Teacher Quality F1lnd. Our ESEA proposal includes a Tea~hing to High Stan:dards. 
blo-ck grantthatcoinbines Eisenhower Goals 2000, and Title VI. At the passback level of$1 
billion, iliat block grant can include set;"asides for: 
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• 	' A pay-for-performance and peer review demo (still under development this week in 
consultation with the Vice President). 

• 	 Troops to Teachers ( Cost: $25 million) . 

., 	 Teacher Recruitment: a d~wn payment o~ the Vice President's 21 st CentUry Teachers 
Corps (modeled after Teach for America), and an OMB initiative to recruit future 
teachers while theY're still inhigh school. (Cost: $1'00 million)~' 

• 	 Principals: Without quality school leaders, 'school reform is destined to fiil. Our 
initiative would fund independent School Leadership ~enters to recruit nontraditional 
candidates and to focus on effective management, school design, technology, and ' 
district governance. At present, therejs no federal program focused solely on school 

, ,leadership and only a handful of programs 'allow funds to be used for it. (Cost: $25 
million). ' " , , 	 ' , , 

D~ 	Distance Learning, Higher Standards 
, , 	 ' 

1. 	 APOnline. Small and poor schools often lack the resources and teachers to offer 
challenging courses: Indeed, less'than 60 percent ofhigh schools today offer AP coW'Ses. 
This distance learning initiative aims to ensure that students in underserved areas get 
access to high-quality academic courses and ESL programs online. In order to ensure ' 
high-quality content, the proposal also calls for a partnership with leading course 

, 'software developers lik~ APEX (run by Microsoft co-founder, Paul Allen), which would 
subsidize the cost ofhigh quality Web-based course development in return for cut-rate 
prices for high poverty school districts. Total funding for the initiative would be $225 
million, including $50 million for grants, $25 million for cOurse development, and $125 
million in increases in existing programs. ' ' 

2.' 	SAT and ACT Test Prep. Historically, poorand minority students have not scored well 
, on college entrance exams such as the SAT and ACT. This program would be modeled 

after California's College Preparation Partnership Program, which the NAACP'has ' 
recently endorsed. It would support partnerships among high schools, proven providers 
of college test prep courses (such as Kaplan and Princeton Review), and community-, 
based organizations to offer high-need students college test preparation and other services 
related to college admissions. Competitive grants of$30 million would serve ' 
approximately 50,000 students. ' ' 

CIDLDCARE 

1. Child Care Subsidies. Our FY '99 ~d FY '00 budget requests have included $7:5 billion" 
over five years in mandatory'funds for the Child Care and Development Bloclc Grant (CCDBG)., 
We recommend moving our CCDBG increase request to the discretionary side of the budget (the 
CCDBGhas mandatory and discretionary titles). The discretionary title is currently funded at ' 
$1.182 million. The CCDBG is a forward-funded program,but we recommend adding $818 
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million for FY 01 to the title, reaching $2 billion to the title overall and serving an additional 

200,000 low-income ~hildren with subsidies, and adding $1 billion to the title for FY 02. 


2. Improving Child Care Quality. The President's FY 99 and FY 00 budget included $3 

billion over five years in mandatory funds to create a new Early Learning Fund to help locai 

communities improve child care quality, through a variety of allowable activities including· 

licensing, accreditation, parent education, etc. We recommend maintaining a request for new 

.child care·quality dollars, by niovingour request to the discretionary side and building.on our FY 
99 achievement of$173 million in CCDBG quality dollars. (Cost: $350 million). 

3. Create Early Childhood Professional Development Grants. Fund this new proposal 
. (currently in our ESEA bill) .at $40 million to provide grants to partnerships between universities,. 

. child care providers, and school districts to offer training and professional dev~lopment to child 
care,providers around language and literacy. (Cost:' $40 million) •. 

· 4~ Campus~Based Child Care. The FY '00 budget included $10 million to support campus- . 
. based child care. According to estimates by universities, orily 10-25 percent of,the students who 
· need this benefit are being served. We propose doubling this request. (Cost: $20 million): ' 

, '. 

5. ChildCare in Non-Traditional Hours. We couidcre~te a new set-aside within the Child 

and Development Block Grant to help build supply ofnon-traditional hour child care (e.g; for 

parents on night shifts, etc.). According to studies~'there is a growing need for this care. 


. ' 

6. Maintain Child Care Tax Credit Expansion Proposal. Expand Child arid Dependent Care 
Tax Credit (CDCTC) to provide greater tax relief to three million low- and middle-income, . 
families who are struggling to afford child care. We are also exploring the possibility and cost of 
making this tax credit refundable. (Cost:'$4-4.5 billion over five years for refundability). , 

. . 

7. Child Care'Tax Credit for Businesses. Maintain proposal from last two years to provide 
tax relief to companies offering child care to their workers. (Cost: $500 millipn over five years). 

CRIME 

1. Federal Firearms Enforcement~ To complement ourl~gislative proposals on guncontrol­
and to blunt the rhetoric of the gun lobby - we propose a comprehensive initiative on 
enforcement and prosecution. This initiative puts an unprecedented level of resources into 
fireainis enforcement. It includes: 1) 500 new A TF agentS, to investigate more gun trafficking 
cases and to bring the successful Youth Crime Gun Interdiction Initiative to more cities; 2) new 
ATF inspectors to'crack down on unscrupulous dealers, manUfacturers and distributors; 3) a: . 
comprehensivecrinie gun tracing package; 4) 1,000 new federal gun prosecutors and additional 
funds to help cities create coIlirriunity.gun prosecutors; 5) a major expansion of existing bal1~stics 
testing systems; 6) funding for better Brady background checks; and 7) a new national , 

· notification system tied to NICS that speeds certain Brady denials (felons and other restricted '.' 
persons) to local authorities. (Cost: $309 million).' . . 
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2. 21st Century Policing Initiative. This is the next generation of COPS, and will put ~s on the 
path to reach SO,OOO offic~rs by FY 200S,. It also funds law enforcement technology, community 
prosecutors and community crime preventi~n. (Cost: $1.4.7Sbillion) . 

3. Police Gun Buybacks. This initiative would encourage state and local poHce departments to 
end the practice of re-selling used police guns 'and confiscated crim~ guns on tJ;te civilian market. . 
The program would purchase used police goos on a one-t4ne basis from departments on the 
condition that they permanently agree to haltre~sales or trade-ups in the future and destroy all 
seized firearms. (Cost: $10 million). . 

4~ Kids and Gun Safety. We have two initiatives in mind: a Treasury proposal to fund gun 
safety technology experts and expand public education to help prevent children's access to guns 
and accident3.J. deaths; and a plan to support local media campaigns to highlight proper storage of 
guns as well as other messages to prevent child access, accidents, and other forms of gun . 
violence. Localities could also use media campaigns to publicize gun penalties to maximize 
deterrence. (Cost: $12 million). ' 

5. Community Supervision of Released Offenders •. With nearly SOO,OOO inmates expected to 
leave priso!l this year - and with data showing that two-thirds ofall released prisoners are re­
arrested for new offenses within three years - we plan a broad initiative to address community 

, safety concerns; redupe reci$iivism rates, and provide support for ex-offenders. The irutiative ­
targeted to areas with the most returning offenders - would be' comprised of three elements: 1) 
community reentry partnerships, through which police and cOrrections agencie's would team up 
with community providers to momtor and provide ,targeted social services to offenders; 2)·. . 

, reentry courts modeled on drug courts; and 3) the hiring ofmore probation and parole officers .. 

The Labor Departnientis also developing a complementary proposal to help ex-offenders 

become ,better fathers and prepare for employment. (Cost: $,12S million). 


6. Zero Tolerance Drug Supervision. This initiative combines key programs to promote 
. coerced abstinence from drugs for offenders under criminal justice supervision. The initiative 
provides (1) $100 million to help states and localities to drug-test, treat,-and punish prisoners, 

. parolees and probationers; (2) $SO million for drug courts; and (3) $65 million for the Residential 
Substance Abuse Treatment programJo provide intensive drug treatment to hardcore drug users 
before and after they are released from prison. (Cost: $300 million).' . ' 

. ", . ~ 

WELFARE AND WORK . 

1. Responsible Fatherhood Initiative. Promoting responsible fatherhood is the critical next 
stage of welfare reform aiui one of the most important things we carl do to reduce child poverty.' 
We can put forward a package ofproposals to 1) ensure every unemployed father who owes 
child support goes to work and supports his children;, 2} qollectmore child supp<?rt from parents 
.who can afford to pay; 3) revise outdated rules to ensUr~ mothers and children receive more of ' 
the support the father pays; and 4) promote efforts to ensure fathers returning from prison 
become responsible fathers and responsible members of society .. (Cost: $1 oq million in 
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discretionary costs in FY 200 I plus mandatory costs 6f$l.2 billion over 5 years and $2.6 billion 
over 10 years).· .. . . , 

2. Welfare-to-Work Grants•. These grants could fund projects in three areas key to sustaining 
the success ofwelfare reform: 1) to heip every low income father work, pay child support, and 
recoIl:D.ect with his children; 2) to help the hardest to employ move from welfare to work and 
succeed in the workforce; and 3) to increase job retention, skills upgrading and supports 

· (including outreach on food stamps, Medicaid, child care, and. EITC) for low-income working 
families, including those who ,have left welfare, through 100cal one-stop employment centers. 
(Cost: $1 billion over 5 years and $2.4 billion over 10- $200 ofwhich woUld be 'FY 2001 
discretion89" the rest maildato~ ff)f~) t~oQ~UH"", '(Jlfr S'I!?M's Ill'll" l-b; I~/~ ~ 
I!)~N!J~" ~s~~ ~~·I.·.' . 
3 •. Affordable Housing for :Working Families. 'This proposal would provide housmg vouchers 
to working families with children who need housing the most. This group of famiiies could be 
dermed in several ways: currently between 500,000 and 1 million working poor families get no 
housing assistance and'paymore than 50 percent of their income in rent and/or liv~ in 
s1,lbstapdard housing, while about 600,000 families with poor children live in public housing. 
Adding 100,000 vouchers a year for five years (reaching 500,000 in the fifth year) would cost 

· about $3 billion dollars, and reaching Ii million families within 10 years would cost twice as . 
much. This ignores the cost of renewing vouchers in the years after they are put in place, which 
OMB does not normally include in cost estimates butwould create large ongoing obligations 
($20 billion or more if a million families are served). (Cost: $3 to $6 billion over 5 years). 

4. Employment for People withUisabilities. By enabling people with disabilities to work and 
, keep their health care, the Ticket to Work and Work Irtcentives Improvem~nt Act of 1999 will 
give individuals with disabilities a greater opportunity to participate in our nation's workforce. 
To build on this progress, we have a package ofproposals.. Among them would be a program to 
. improve local One-Stop employment and training offices to better serve people wiill disabilities, 

as well as technical assistance, tax,credits andassistive technology. (Cost: $113 million in 

discretionary funds in FY2001, and $700 million in mandatory funds over 5 years). . 


5. Food Stamps. There are several pr~posals we could make to help ensure access to food 
stamps for working families. Unlike the executive actions yve took last July, these require 
legislative changes. One is to raise the vehicle asset limitfor TANF. This proposal would give 
states the option to conform this food stamp vehicle limit to the vehicle limit used in their T ANF . 
or MediCaid program~ ensuring families that work their way off welfare do not SUddenly face the , 
loss of their food staIDps if they buy a reliable car. Another is to provide at least $15 million for 

·FY 2001 for on-going food stamp outreach efforts, including campaign materials and an 
'enhanced 1-800 number. To improve nutrition among the elderly, we could offer a pilot 
program to make it easier for this population to access food stamps. Less than 30 percent ofthe 
elderly who are eligible for food StalnpS actually partiClpate. (Cost: ,$80 million discretionary, 
$700 million - $1.7 billionmaildatory). 

, . . 
6. Legal Immigrant Benefits.. At a minimum we should repeat the proposals we made last . 

year, and there are compelling reasons to go further in several areas. Our FY2000 proposal 

would have provided a state option to cover chil~en and pregnant women under CHIP and 
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Medicaid, regardless of whenthey entered the U.S: (Under curre~t law, states have this option 
only for immigrants who arrived in the U.S. before 8/22/96.) This proposal has bipartisan 
support. We 90uld also·allow legal immigrants who are qualified under the Violence Against 
Women Act due to domestic violence to be eligible for all federal public benefits, including SSI, 

. food stamps,TANF, Medicaid, and CHIP, regardless ofthe date of entry. In addition, we could 
eliminate the 7 year limitation on .the exemptiori from all benefits for refugees and asylees, 
propose making all legal immigrants eligible for food stamps, and restore SSI eligibility to more 
Jegal immigrants. (Cost: $2 to $6 billioru. 'S ..': .' 
. . . '. --(, /)" e:r ~S. 

7. Cars to Work. There are several ways we could help low income farniliesget the 
transportation they' need to get to work. In addition.to providing full· funding for the Access to 
Jobs Transportation program ($150 million), we could launch a program providing one-time seed 
funding of $10 million to one or mo.re national organizatidhs to pfov!de loans to 10w-incOJ;ne " A.:.- ~ 
familiesto repair or purchase cars(' 4",4, ~-t1-e-~oJ s tr:t"'f'~' I. 'rrvJt,.o~ ~v~-. 
, . ", 

8~ Individual Development Accounts •.We support $25 million for the Assets for. hidepencie~ce 

IDA demonstration program, which is .the full authorized level and more than double the $10 

million appropriated forthe lasttwo years. We also recotntD.end a legislative change to allow 

low-income families to use IDAs to save 'for a: car that will allow them to get ajob, keep ajob, or 

take advantage ofjob QPportunities they couldn't otherwise access. Currently IDAs can be used 

to purchaSe a home, pay for higher education, or start a small business. (Cost: $25 mi1lfon). 


. . 

.10. Increasing Targeted Substance Abuse Treatment.W~ could build on our s';1ccess in the . 
FY 2000 budget process by requesting an additional increase for SAMHSA's Targeted Capacity 
Expansion Grant program. In FY2000 we succeeded in getting $114 million, slightly above our 
request of $11 0 million and more than double FY 99 levels. These funds are provided on a 
competitive basis to ~ommunities to meet emerging substance abuse problems and unmet 

. treatment needs. 'In past years, a significant number of grants have focused on women moving 
from welfare to work, Native Americans, youth offenders, and HIV/AIDS. We could also 
desigriate a portion ofthese resources for treatment in communities who p~icipate in the re-
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entry initiative. These grants are a high priority for Mayors and for the Congressional Black 
Caucus, and HHS proposed a substantial-increase in its budget submission. (Cost: $139 million). 

PHILANTHROPY, FAITH AND SERVICE , ' 

1. Faith-Based Involvement in Substance Abuse Treatment, Juvenile Justice, and After­
School Programs. Propose ~o allow federal substance abuse treatment, juvenile justice, and 
after-school funds to be used by faith-based organIzations. The substance abuse treatment idea is . 

, included in the Frist-sponsored, Senate SAMSHA reauthorization bill. A House bill, by 
Representatives'Watts and Talent, allows faitlI-based groups to receive fUnded tlnough both 
SAMSHA-8fla-Me4isaid, (Cm.telJtl~, faith.:.baseQ..gr.eaps~d provulers orrlyif'they" 
ate.actuall~w~reviders-orar~tvea1fr(!l~-rtll'i'it'"0ti'ffetteh,activi~ the Juvenile 
Justice bill in conference included provisions allowing faith-based groups to provide certain 
services. Faith-based groups are not currently eligible for direct funding through the 21 st 

, Century ColIllliunity Learning Centers program, but the Department of ~ucation has made c1e 
. that faith-based groups can be partner with programs that receive direct funds. (Cost: norte). 

2. Deductibility of Charitable 'Contributions for NonitemiZers. One broad change that could 
effect both the level and composition ofindividual gifts would be to allow non-itemizers to claim 
a deduction (ortax credit) for chantable contributions above a certain floor. In addition to 
affecting the totalaJn,ount ofcharitable contributions, allowing non-itemizers to take, such a 
deduction could also affect the proportion ofgifts going to,different types'of recipients since 
non-itemizersgifts disproportionately benefit religious organizations and social service groups as 
opposed to educational institutions and private foundations. (Cost: $2 to $6 billion a year). 

3. Allowing Charitable Giving Until April 15. Ifthe charitable deduction is meant to provide 

incentives for charitable giving, the program should encourage such activity to the fullest extent 

The cost of this proposal is negligible. ' 

. . . . . 

4. Excise Tax on Investment Income of Private Foundations. Private foundations pay a,n 

excise tax on their net investment incOme, with a complicated foqnula requiring someio pay 1 

percent tax and others to pay a 2 percent tax. While the int~nt ofthe distinction between a 1 and 

2 percent rate of tax on investnient income was to prevent foundation disbursements from 

falling, the mechanism is unduly complicated and may even dampen foundation giving. This 

excise tax should bee'tiininated or modified. In 1997, foundations paid $486 million in federal 

excise taxes. (Cost: to be determined, probably about $500 million). ' 


5. Nonprofits Capacity Buil4ingProgram (NCBP)., In order to create a stronger and more 

effective nonprofit sector, capacity and technical assistance could be provided to traiJ1 and' 

manage assistance for nonprofit and community-based organizations through development' 

centers nationwide. ,This couid be accomplished either through a newand dedicated program or 

,through existing agencies such as the SBA. (Cost: $50 million). , ' 


6. ' Social Venture' C~pital :iformation. We are exploring the idea of stimulating "venture 

philanthropy" by allowing a tax credit (greater than the current deduction fO,r charitable gifts) to 
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/ 	 allowing a tax credit (g,eater than the curr aeduction for charitable gifts) to 
corporations and individUals who con ' ute to "neighborhood organizations" engaged in 
educational, social and ecoriomic rvices to aid impoverished people, To be eligible for 
the credit, obligors would ha 0 ake a contribution over a certain fio<;lr and apply with 
an IRS tax exempt non-p It in subm 'ng ajoint proposal. The initiative encourages 
businesses to form mo committed partn ips with grantees in order· to achieve the 

, long-term goals of t e nonprofit organization, 

, ' 

Faith Based Involvement in Substance Abuse Treatment, Juvenile Justice, and, 
After-School Programs (Cost: None): Propose to allow federal substance abuse 
treatment, juvenile justice, and after-school funds to be used by faith-based organizations, 
The substance abuse treatment idea is included in the Frist-sponsored Senate SAMSHA 
reauthorization bill and in a House bill,.by Representatives Watts and Talent (which also 
restructures SAMSHA into a voucher program). The Juvenile Justice bill in conference 
included provision,S allowing faith-based groups to provide certain services. Faith-based 
groups are not currently eligible for direct funding through the 21st Century Community 
Learning Centers program,but we could allow a certain percentage of funds (lO to 25 
percent) to be used by community based organizations, including faith-based groups. 

, 

'This -I(roosal will be controversia~g..House Democrats.. In No~ber, 176 House 
Demoeratsvot d for ,dwara:samendment limiting the scope'1>fthe durrira:bie.choice 
provisions in the .. ers_C..Q.!!!!! bill to organizations that ~e11Ot pervasively sectarian (34 
Democrats voted aga' the amerutm~g witlyE<:l.wards were a number of 
conservative Democrats ( er, Spratt). Also mosy:O~cratic members of the House 
Commerce committee, which jurisdicti~n 0rAMSHA..,...,voted for the Edwards 
amendment, including Dingell an axman/ . ' 

8. Transportation, with emphasis on Cars t~ ork theme: There ar everal ways we could 
help low income families get the transportation y need to get t ork. . , 

a) 

b) 

b) 

c) 

i 
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individuals and corporations that contribute to neighborhood organizations engaged in 
educational, social and economic services for the poor. To be eligible for the credit, obligors 
would have to make a contribution over a certain floor and submit a joint proposal with a tax­
exemp~ non-profit. The initiative encourageS businesses to form more committed partnerships 
with grantees in order to achieve the long-term goals of the nonprofit organization. 

7. Improving Disclosure 'by Charitable Organ'iZations. By' far the most important source of 
public information about charitable organizations"ls the IRS Forni 990 annual information 
returns. Oyer the years, the 'amount of information to, be included on these returns by charitable, 
organizations has increased, as have the penalties for failure to file and accurately completing 
these returns. Despite the evolution, the Forms 990 are frequently' criticized both by charities 

',who have difficulty completing them and by the public' that has difficulty reading them. 
Requiring electronic filing of Forms 990 would make it easier for the public to access this 

. information and reduce fraud: (Cost: minimal to none)~ 

.;l- • : 
I .' .~ 

,s.talnce to Children of Prisoners. Propose new funding in the HHS CommunitY Services 
-=:';::::;;;'_"Iqrams.t0-ftmd.-' (aith-based org . . ons to assist c . of 

SB-· fiiildin s about $50 Hlion per at :- ,. ,'kQU fOupled.-wr 
er ex-offender pro ,. cluding possible fi' -bas, minis~es in r;'~ptiY programs. ' 

i ". " " " " , ,r e. W\~ ~ c:.{" . 

10. AmeriCorps ·Reserves Program. This program would De modeled on the military ReserVes 
program. Young people would serve in the Reserve Corps on weekends and/or after work in 
exchange for funds that could be used toward: ,repaying student loans, financing·further 

, education for ,self or children, start-up costs for non-profits and charter schools, down payment 
on a first home, etc. The mission of the Reserve Corps would be to,address national problems' 
and crises, including natural disasters and domestic social problems while, at the same time, 
working to renew and reinvigorate civic life by committing to se'rvice,responsibility, apd 
citizenship. Reserve Corps members would be given flexibility in terms of how much time they " 
'werewilling/ableto serve each year and would be awarded-correspondingly. (Cost: $4 million). 

11. Community Coaches. Provide seed money to school districts tofund point people in the 

public schools who ticoach" community service for kids andwho act as liaisons to the 

surrounding business and civic lea,ders. (Cost: $5 million). ' 


WORK, FAMILYAND CHILDREN 

, 1. Benefits for Alternative/Contingent Workers. :Altemative workers, including agency 
temps, part-time workers, and independent contractors, are less much likely than traditional 
workers to receive or be eligible for health insurance coverage and pension benefits from their 
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'employers. For example, seven percent ofagency temporaries receive health insurance coverage, ' 
from their employers, and only 24 percent are eligible and only four percent of agency 

. temporaries participate in an employer retirement plan 'and only 10 percent are eligible to do so. 

We are considering tax credits that encourage non.,.profit organizations and unions to offer 

(health insurance and)pensionl401-lc benefits. We are also looking into requiring Census CPS to 

develop better measures ofthis fast-growing but vaguely-defined sector of the workforce. 

According to the Bureau ofLabor Statistics, the category of workers that includes independent 

contractors, on-call workers, temporary workers, and contract workers comprises 12.5 percent. ' 

In addition to the 18.3 percent of the workforce that is employed part-time~ approximately,30 


'" 	 p'ercent of the workforce is employed by some alternative arrangement. It has been difficult, 
however" to collect accurate data (which wouldinfonn policy decisions) onthis class of workers, 
as well as telecommuters and other alternative workers. 

2. Support Domestic Partners. You could recognize the changing nature ofthe American ' 
family and empower non~traditional families by calling for the inclusion ofdomestic partners in 
the Family and Medical Leave Act. We could support Representative Maloney's bill to amend 
the Family and Medical Leaye Act (FMLA) to pennit leave to care for a domestic partner, 
parent-in-law, adult child, 'sibling, or grandparent if the family m~mber has a serious health . 

"condition. We could also take leadership in the driveto include domestic partners as health care 

beneficiaries by putting forward an Executive Order calling for the inclusiori of domestic ' 

partners in the Federal E~ployee Health Care Benefit plan. 


3. New Paid Leave Demonstration Program. We, are exploring a proposal through which' 

states could use the Unemployment Insurance system to create a fedenilly funded, state- ' 

administered paid parental leave program~ The cost estimate would grow significantly if we 

cover all workers regardless of income and/or if we cover both parents ina household, and . 

would decrease significantly if we introduce a state match requir,ement. ' 


,4. ,Youth Empowerment Fellowships. We would reward social entrepreneurship by providing 

fellowships to young people who have developed innovative coriununity initiatives. 'The 

Fellowships could be modeled on programs like the Echoing Green Fellowships, which are ' 

targeted to young social entrepreneurs who can catalyze positive social change. Alternatively, 

grants could be modeled on youth."ariven grant programs such as the OaIdand Fund for Children 

and Youth which dedicates 2.5% of the City of Oakland General Fund to youth development 

projects. The awards 'would be selective (e.g. J 00 per year), prestigious, and would represent a ' 

diverse set of young people and set of ideas for youth empowennent,. (Cost: $20 million). . 


5. RewardingYouth Achievement. We are considering reviving this proposal, which was 
floated in the FY2000 budg~t. The goal ofRY A 'is to increase the rate at which academically 
achieving, economically disadvantaged students graduate from higb school and continue on to 
higher levels of education or training. RYA would provide summer employtnent to youth who 
meet academic achievement and attendance' standards., Participants would also be eligible '(or ari 
end-of-summer bonus if they perfonn well in their summer job. (In addition, RYA would provide 

, career counseling, mentoring; and tutoring to place participants in career related employment. 
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6. Children's Savings Accounts. Set up an asset-building program that would fund accounts 
for children as they are born. , ,Children could be provided with $1,000 "start in life" deposits for. 
the roughly Jour 'million babies born each year, followed by $500 yearly deposits until age five. 
CSAs would be available for higher education, frrst-homepurchase, and small-business' 
capitalization. The accounts would be funded tlUough a combination ofdirect governinent 
deposits and taX. deduction~, ~d contributions would be encouraged through tax incentives for. 
relatives, employers, corporations, churches, and others. ,(Cost: $40 billion over five years) . 

.IMMIGRATION AND CIVIL RIGHTS 

1. Making Naturalization Easier. Earlier this year,an independent auditor issued a report 
reconlmending numerous changes to streamlin~ and improve the current citizenship test and 
naturalization process. This proposal would provide the resources and the technical expertise to 
implement the recoinmendations. (Cost: $1.5 million).' 

2. ESL/Civics Initiative. This year we won partial funding for our proposal to provide funding 
for English as a Second Language programs that,~elinked to Civics.and life skills instruction." 
(Your request was $70 millionand we received $25.5 million in the final·budget agreement). In 

, FY2001, we should request at least $75 million .. 

3~ AgNet Registry. This proposal would create an online job registry for growers and 
farmworkers alike; and thus help growers find an adequate labor supply in a predictable and 
timely manner. (Cost: $10 million). ' 

4. EEOClEqual Pay Initiative. In FY 2000, we requested $10 million for a new Equal Pay 
Initiative to increase compliance with equal pay laws; It would provide training to EEOC 
employees to identify and respond to wage discrimjnation, increase technical assistance to 
businesses on how to meet legal requirements, anq launch an equal pay public announcement' 
campaign to' inform employers arid employees alike oftheir rights and responsibilities., EEOC 
only received a slight increase in the fmal FY 2000 budget, which did not include $10 million for 
this iniportant initiative. We should repeat the request. ' 

,TOBACCO 

1. Price Inereas There are several ways we could repac e tax proposals from FY2000. 
Option IA: A 55 ce per-pack increase to be collecte ough tobacco excise taxes. This 
option should raise abo 6.4 billion a year. 0 tio : A per-pack excise tax triggered by 
youth smoking rates. An in ase in the per-pac .' xcise taX would be triggered by missing the , 
target rates for each year. The the excise tax increase would depend on the . 
level that the target rate was missed. C: Combine elements of Options lA and IB so 
that a: per-pack excise, tax exists for the fi ci years and is thereafter determined by youth 
smoking rates. Option 2: Acceleratio . of the 's 15 cents excisetax. The 1997 Balanced 

. Budget Agreement (BBA) raised th excise tax 10 ce e -pack effective January' 1, 2000 and 
. , ' ' another 5 cents effective January ~02,for a cum.ulative ~5 cent inc0..ase. The FY 2001 . 

.~\W \}lllrn 'SUIn"'A"I ~ 11.>/ rU'>'\.e mo (su ~ ) . 
', ' '.' , 11. ~.J,"~, 




budget could accelerate the effect of the additional 5 cents, raising 'several huildred 
million dollars. We may wish to cider packaging a tax increase with a particular spending 
proposal, such as Medicare presc ptio. drugs. . ' . . . 

2•.. State Lookback. Although state officials said the purpose of the $246 billion state 
settlements with the tobacco industry was to reduce youth smoking, few states are investing 
settlement funds in programs to prevent youth tobacco use. This proposal would ensure that if 
the provisions of the state settlement( 45 cent price increase, some limitations on marketing and 

· 'promotion of tobacco products, and funding for a national foundation to reduce youth smoking) 
do not actually reduce youth smoking, then states would be required to spend.settlement funds on 
youth smoking prevention programs. The spending provisions· would be triggered if certain 
youth smoking 'reduction targets were ,not met 

3. Preventing Youth Smoking. We should suppoitcontinued funding of tobacco prevention 
programs at CDC and FDA, and include an increas.e ifpossible.CDC would provide technical 
assistance, strengthen tobacco use science for public health action and work with partners to 
create global tobacco programs. FDA funding would go to enforcement and evaluation and 
product regulation. ' . 

4. Department of Justice Tobacco Litigation. The Department ofJustice has initiated 
litigation'against the tobacco industry to recoVer certain federal, health expenditures caused by 
tobacco use. We could either propose $20 million for the Department ofJustice to finance the 
litigation (the same unsuccessful strategy employed in the FY2000 budget) or include the shared 
costs of.the litigation within the requests for HHS, Defense and VA, since the suit is intended to 

· recover the smoking related costs incurred by th~ Federal government, ofwhich these three 
departments experienced substantial costs, (Cost: $20 million) .. 

· 5. ,Expanding Cessation Coverage. Currently, 'smoking cessation prescription and non­

prescription drugs are optional state Medicaid benefits that are matched by the federal 


. goveI'llIilent atthe individual states FMAP rate (57 percent on average). Our. understanding is 
that 27 States provide Medicaid coverage for FDA approved smoking cessation products', There 
are ~ number ofoptionS we could propose to expand the coverage of smoking cessation: products 
for Medicaid.and other federal programs. These include mandating coverage 'of. , 
prescription/nqnprescription smoking cessation products, requinng Defense to provide effective 
cessation programs, or requiring the Federal Employees Health Benefits Program to provide a ' 
more gen~rous cessation benefit. . ' 

~ 6. Assisting Tobacco Farmer~. These are two proposals that would allow us to maintaiJiour ' 
commitment to ensure the well-being of tobacco 'farmers, their families and their cOnlmuirlties; 
The first would directly compensate tobacco farmers. The Agricultural Appropriations bill for 
FY 2000 directs the Secretary of Agriculture to use $328 million in funds from the Commodity . 
Credit Corporation to provide payments to compensate flue-cured aD.9. burley tobacco farmers 

· that had their quotas reduced in 1999. We could propose an additiona1$328million in FY 2001 
'for farmers facing quota reduction,in 2000. The second approach would be to provide preferable 
tax treatment of payments to tobacco farmers. Proposals supported by Sen. Robb and Rep. 

, . 
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rice ncrease: The following proposals would reduce youth smoking by raising the price of 
cIgarettes and providing tobacco companies with incentives to stop marketing tobacco to children. 

Option 1: Starting in FY 2001, the fedenil tobacco excise tax would be raised by 25 cents. If youth 
smoking does not decrease by pne-third within three years and by half within five years~ the excise 
tax would be raised by another 25 cents in FY 2003 and FY 2005. Thus, to avoid additional tax 
increases, youth smoking would have to decline by one-third between 1999 and 2002 and by half 
between 1999 and 2004. 

Option 1: Cigarette Price Increase and Revenues, FY 2001-2005 

Initial Excise Tax Increase 
Additional Excise Tax Increase 
if Youth Smoking Reduction 
Targets are Not Met 
Potential Total Excise Tax 
Increases 

F '01 FY'02 FY'03 
25 cents 

FY'05 FY'01-'05 
25 cents 
50 cents 

75 cents 

Revenues* $2.9 bi $5.8 bi $8.7 bi $26.1 bi 
*Figures need to be revised by OMB and Treasury; they, e based 0 the simplistic assumption that every 10 cent 
increase in the excise tax raises $1.16 billion (since a cent increase r . es about $6.4 billion). 

A comparable price increase would be Q t in place for other toba 0 products (the percentage price 
increase from current levels would be e same as for cigarettes), USI the same tobacco use 
reduction targets (one-third within ee years and half within five'year 

Progress in meeting the tobacc use reduction targets would be based on data for children aged 12 
to 17 from HHS' National H sehold Survey on Drug Abuse. (Note: need to double check that 
survey includes all tobacc roducts.) 

~ . . 

Option 2: The same as Option 1, except the initial excise tax,increase would be 35 cents, and it 
would be raised by 15 cents in 2003 and 2005 ifyouth smoking reduction targets weren't met. 

. Iphon dRevenues, FY 20012005o . 2: C'19arette Price ncreases~c ­
FY~ FY'02 FY'9.3 FY'04 FY'05 FY'01-'05 

Initial Excise Tax Increase 35 cents ,,35 cents 35 c¢lts 35 cents 35 cents -­
Additional Excise Tax Increases 
if Youth Smoking Reduction 
Targets are Not Met 

-­ ~lenm 15 cents 30 cents -­

Potential Total Excise Tax 
Increases 

25 cents 25 cents 

'r I 
/50~ 50 cents 

-
65 cents -­

I 

Revenues* $4.1 bi $4.1 )fi $5.8 bi ""'-$5.8 bi $7.5 bi $ 27.3 bi 

'Figures 0000 to be revised by OMB and Treasuryf: ,re bosed on the ~phstic ,ssumption tho! every 10 cent 
increase in the excise tax raises $1.16 billion (since 55 cent increase raises about $6.4 billion). 

1 



----- ~----~-----~~--------------
Option 3: The same as Option 1, but in addition, if youth smoking of a particular company's brands 
does not decline by one-third within three years and by half within five years, the company would 
pay an assessment for each additional underage smoker. This surcharge would be based on the 
lifetime profit the company would be expected to obtain from each youth smoker (estimated at 
$1,450 per child discounted to present value). For example, ifin FY 1999 one million children 
smoked a particular company's brands ofcigarettes, then to meet the targets, the number ofyouth 
smokers of those brands would need to decline to at least 666,666 by FY 2002 and to at least 
500,000 by FY 2004. If 600,000 children smoked the company's brands in FY 2004, the company 
would pay an assessment of($1,450 x 100,000) or $145 million in FY 2005. 

Option 4: The same excise tax levels as Option 2, combined with the company-specific assessment 
in Option 3. 

Note: The Mc ain bill had the following youth smoking reduction targets: 

Enactmen 

State Lookback: AlthougH state officials said the purp se of the $246 billion state settlements with 
the tobacco industry was to r duce youth smoking, fi states are investing settlement funds in 
programs to prevent youth tob co use. This prop al would ensure that if the provisions of the 
state settlement (45 cent price in ease, some Ii tations on marketing and promotion of tobacco 
products, and funding for a nation foundatio to reduce youth smoking) do not actually reduce 
. youth smoking, then states would sp d set ment funds on youth smoking prevention programs. 
The spending provisions would be tri er ifyouth smokin,g did not decline by one-third within 
three years and by half within five year 

Specific funding requirements ased on CDC recommendations, which vary by state 
based on state characteristics, suc as demogr hic factors, tobacco use prevalence, and other 
factors. CDC's recommendatio s range from $ 0 $20 per capita in smaller states (population 
under 3 million), $6 to $17 pe capita in medium-so ed States (population 3 t07 million), and $5 to 
$16 per capita in larger Stat (population over 7 mi . on). 

A penalty could be st ctured that would require Sta s that miss the above youth smoking 
targets to invest additio I funding into youth tobacco pre ~tion activities. The greater the 
percentage rate states iss the targets by the more they wou have to invest in prevention activities 
based on CDC's reco mended investment guidelines for the 

2 

ate. 

Years 3 an 4 
Years 5 and 

Required Percentage as a R rcentage ofBase 
Incidence Percentage in nderage Cigarette Use* 
15 percent 
30 percent 

.50 percent 
60 percent 



Boucher would exclude from gross income payments made by the tobacco industry to tobacco . 
farmers as part of last year's settlement. '. 

OTHER POLICY INITIATIVES . 

. 1 •. Closing the Digital Divide. We have been working with NEC to put tQgether an· initiative to 
· address both the access gap and the skills gap that help create the "digital divide." We are 

considering a broad.pt;'oposal that would subsidize,home Internet access and computer leasing for 
low-income families, as well as efforts to rarri.p up Community' Technology Centers and to' draw 
private sector partnership commitments. 

· 2. Native American Initiative. We have worked with Lynn:Cutler to develop an ambitious, 
cross-agency package ofproposals intended to benefit Native Americans. Included in the 
package are new initiatives on Indian health, dedicatedmonies for foster care and family 
caregiver programs, grants for tribi.tl technology infrastructure,Native American small busines~ 
development centers, 1000 new Native American professionals, a DOJIBIAlaw eriforcemerit 
initiative, a tribal youth mental health program and an array ofother proposals. (Cost: $681 
million). ' . . 

3. National Cardiac Arrest Emergency Plan. Each year, approximately 250,000 Americans 
suffer cardiac arrest. The American Heart Association estimates that a nati(;mal plan in this area 
couid save almost 50,000 lives. It seeins likely that some form 'of the Cardiac Arrest SUrvival 
Act will pass,this year, and it would be wise to supply funds to make its goals a reality. The Act 
provides for: (1) a plan for providing defibrillators in public buildings and (2) establishing 
protections from civil liability ariS,iIlg from the emergency use of the devices. 

. . 

4. Enhancing the Nation's Food·SaretySystem. CDC estimates that contaminated food 
kills up to 5,000 Americans and sickens 76 million more each year. This initiative will 
increase the number of imported and domestic food inspections by over 7,000, with a special 
emphasis on high-risk domestic foods such eggs and unpasteurized juice. It wili also place an. . 
additionai 100 inspection agents in the field. The FDA expects that this new investment will 
prevent over ,100,000 illnesses per year .. (Cost: $35 million). 

" . "',' ., 

5. Mainstream Homeless Initiative. This initiative would create; for the first time, a 

mechanism to help states ensure that so-called "mainstream" programs -Medicaid, CHIP, 

TANF, and the Mental Health and Substance Abuse Block Grant -- are accessible to the 

homeless. States would look at areas such as: (1) how outreach is being done; (2) how intake' 

questioning captures indicia ofhomelessness; (3) what .outcome measures are in place to see' 

whether homeless needs are being addressed. (Cost: $lO.million). 


· 6. Violence Against Women Act (VAWA ll). In 1994, Congress passed the Violence Against 
Women Act (VA W A I), an historic piece of federal legislation that contains a broad may of 
ground-breaking laws to combat the epidemic of violence against women. Despite V AWA I's 
success, legislators and advocates alike agree that many gaps in our laws remain. Building upon 
these successful initial steps, VAWA II extends programs more comprehensively., We are also 
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working with the agencies to develop some other domestic violence ideas. (VA W A needs to be 
reauthorized in FY2001). 

, ' 
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John E. Thomp~cin' 
,12/22/99 01 :24':19'PM.: ". ,. ,'< c • 

Record Type: Record 

To: Cynthia ARice/OPD/EOP@EOP 

cc: michael deich/omb/eop@eop, j. eric gould/opd/eop@eop, david j. haun/omb/eop@eop 
Subject: Re: DOJ $ for child support enforcement ~ 

The settlement level for DOJ includes $5m for the U.S. Attorneys for child support enforcement, as 
proposed last year. It's in. 



Cynthia A. Rice 12/20/9906:26:15 PM 

Record Type: Record 

To: Karin Kullman/OPD/EOP 

cc: Andrea Kane/0PD/EOP, J. Eric Gould/OPD/EOP, Eugenia Chough/OPD/EOP 
Subject: !-lere's a rough summary of how we might package some budget ideas for rollout 

~ 

FY01 Budget Ideas 1220 rollout summaNote that many of these are still not ready/not settled. Also 

note, we've never really figured out what to call the last item -- it usually goes under "philanthropy" -- that 
will probably be the most recognizable shorthand to other folks, but I think Bruce was searching for 
another term. We've also toyed with "faith and community." On the disabilities one,. this includes health 
team and NEC things, but this is a pretty complete list I think of what's floating around. 



'I ri 

DRAFT DRAFT...:. DRAFT - 12120 
Policies not final 

Rewarding Work and Family: Unveil, perhaps with or after possible child care, health 
insurance coverage, and EITC announcements, additional key initiatives to promote work and 
family, including a) 120,000 new housing vouchers for hard-pressed working families; b) grants 
to help low-income working parents succeed on the job and move up the career ladder; and c) 
initiatives to help working families get to work, through transportation grants and changes to 
ensure families don't have to choose between a reliable car and food stamps. 

Responsible Fatherhood Initiative: Promoting responsible fatherhood is the critical next stage 
ofwelfare reform and one ofthe most important things we can do to reduce child poverty. We 
could a) announce new data showing the dramatic increases in child support collections made by. 
this Administration and at the same time put forward a package of proposals to b) ensure every 
unemployed parent who owes child support goes to work and supports his children; c) collect 
more child supportfrom.parents who can afford to pay; d) revise outdated rules to ensure 
mothers and children receive more ofthe support the father pays; :and e) promote efforts to 
ensure fathers returning from prison become responsible fathers and.responsible members of 
society: 

Employment for People with Disabilities: By enabling people with disabilities to work and' 
keep their health care; the Ticket to Work and Work Incentives Improvement Act of 1999 will 
give individuals with disabilities a greater opportunity to participate in our nation's workforce. 
To build on this progress, the FY 2001 budget will contain proposals to assist people with 
disabilities in transitioning into the workplace, possibly including a) funding a $1,000 tax credit 
for workers with disabilities, b) extending Medicare coverage even longerfor people with 
disabilities who return to work, c) improving access to assistive technology, d) ensuring the 
Department ofLabor's employment One Stop centers better serve people with disabilities, e) 
funding a new Office ofDisability Policy'at the Department ofUlbor and f) increasing 
enforcement of the Americans with Disabilities Act. 

r 

Promoting Independent Solutions: The budget may contain several initiatives to promote 
important efforts by the independent, nonprofit sector, including a) promoting increased 
charitable giving by allowing all taxpayers to take a tax deduction for charitable contributions 
(only taxpayers who itemize now can) and reducing or eliminating the excise tax that " 
foundations must pay; b) increasing the capacity of the nonprofit sector through a new Nonprofit 
Leadership Initiative; and c) increasing the involvement ofcommunity- and faith-:based groups in 
after-school and other important programs. Some ofthese initiatives grew out of follow-up to 
the October White House Conference on Philanthropy. 



; Record Type: Record 

To: Cynthia A. Rice/OPO/EOP@EOP 

cc: Mary l. Smith/OPO/EOP@EOP 

Subject: ATJ &Tribes 


Mary and NEe have been working with DOT to develop a package of '01 tribal transportation proposals. 
We worked to make sure they gave serious consideration to allowing tribes to apply directly for Access to 
Jobs grants (as you know we've been going back and forth with FTA about this for a while). Yesterday, 
DOT agreed to propose appropriations language that will allow tribes to apply directly for Access to Jobs 
grants. They also plan to set aside $5 M within the $150 M for tribes, but they think this can be done 
administratively through the application process. Apparently they also plan to do a similar set-aside for 
projects in the Delta. Set-aside grants would still have to follow the AT J program requirements. 



• • 

, Cynthia A. Rice 12/16/9910:09:09 AM 

Record Type: Record 

To: J. Eric Gould/OPD/EOP@EOP 
cc: 

bcc: Records Management@EOP 

Subject: " Re: FY01 food stamp outreach proposal ~ 


Can you call Jennifer Friedman and work with her to figure out how to spend the $15 million? (Since this 
is discretionary we would only worry about the year 1 costs.) , 

I think your summary looks fine, but it's essentially a much more articulate version of what we proposed 
last year and couldn't get the ag appropriators to fund. Jennifer and Jeff Farkas are trying to figure out if 
they can squirrel away some of the $15 million elsewhere in a place that will be more likely to get funded, 

J. Eric Gould 12/15/9906:39:52 PM 

:;;. ~ 

• J. Eric GOUld 12/15/9906:39:52 PM 

Record Type: Record 

To: Cynthia A. Rice/OPD/EOP@EOP 
cc: 

bcc: 

Subject: Re: FY01 food stamp outreach proposal 


attached is my version of FNS's version that was axed by the Secretary's office and; therefore, never went 
to OMB for consideration. I made some changes to it adding some language on working poor and playing 
down some of their nutritio'nal education ideas al1d playing up on the outreach (education about eligibility) 
aspects. 

I didn't remember you telling me that you already mentioned bumping it up to $15 million to Barbara. 
Cynthia A. Rice 

Cynthia A. Rice, 12/15/9906:33:59 PM 

Record Type: Record 

To: J. Eric Gould/OPD/EOP@EOP 
cc: Eugenia Chough/OPD/EOP@EOP 
bcc: 



Subject: Re: FY01 food stamp outreach proposal [ill] 

As you know I asked Barbara to up the number to $15 million, and at the welfare meeting late this 
afternoon Jennifer Friedman said OMB is prepared to go to $15 million but is looking for a place to put 
some of it that will be more likely to get enacted and wanted to know if we have any ideas. 

What is the attachment below? Is that FNS's original proposal? 
J. Eric Gould 12/15/99 06:28:40 PM 

>% 1$0 

•

• J. Eric Gould 12/15/99 06:28:40 PM 

Record Type: Record 

To: Cynthia A. RiceIOPO/EOP@EOP 

cc: Eugenia Chough/OPO/EOP , 
Subject: FY01 food stamp outreach proposal 

OMB included in passback $7 million for nutritional education, of which not less than $5 million is for 
educating food stamp eligibles not currently participating in the program -- including the working poor, 
welfare,leavers, elderly, and ABAWD's of their ability to apply for food stamps. 

~ 

fsoutrachfy01.doc 



Enhancing Nutritional Sec:urity Through Education and ,Outreach 

December 15, 1999 - DRAFT 


The National initiative would enhance nutritional security for low-income Americans by 
implementing a nutrition outreach and education campaign. The outreach component would 
support 1) education about eligibility through materials development and a national campaign to 
assure that eligible food stamp recipients know of their eligibility in a culturally adequate and 
competent manner, 2) promotion ofbest practices in program information and applicant services 
through federally-sponsored publications and conferences, 3) grants toStates and localities for 
community initiatives that partner welfare agencies and'community organization to improve 
knowledge among special populations, such as the elderly;. welfare leavers and the working poor 
who participate at a much lower rate than other FSP eligible populations. In addition, FNS 
would continue to enhance the FSP toll free. number so that the Program can bet~er serve its 
customers. 

The nutrition education component would focus on increasing skills and knowledge about 
nutrition and food choices, food preparation, and food safety and resource management through 
an integrated, behavior-based, culturally appropriate curriculum. It will serve the ·general FSP 
populatioll with concentration on the working poor and elderly.· 

An information campaign targeted to the FSP population with a special focus on the elderly and 
working poor, will increase nutritional adequacy of many low-income Americans. This broad 
initiative is particularly important in light of the success of welfare reform in moving many food 
stamp recipients into jobs. With long-tern self-sufficiency the goal, ac~ess to and effective us of 
food stamp benefits is critical. 

2001 2002 2003 2004 2005 Total 
Nutrition 
Education $15 . $15 $15 $15 $15 $75 
Outreach 
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••. J. Eric Gould 12/1'3/9910:03:14 AM 
! 

Record Type: Record 

To: Cynthia A. Rice/OPD/EOP@EOP 
cc: 

bcc: 

Subject: Re: FS outreach $$ l.illJ 


I'm not a big FORK fan - I think it's overly prescriptive but this is what it does: 

Requires FNS to conduct annual on-site inspections of local food stamp offices in every state and 
authorizes appropriations for this purpose. (current FNS regulations require inspections but they can be 
desk audits which do not require annual visits. 

Authorizes a demonstration project in which FNS works with state caseworkers to develop caseworker 
training materials an'd guidebooks to help state provide clearer information about fs to TANF recipients. 

Authorizes a competitive grant program to be administered by USDA in consultation with HHS to develop 
local strategies for improving focid stamp access and educating working families about their eligibility. 
These grants will go to food banks, schools, WIC clinics etc. (Part of determining the cost is how many of 
these grants will authroized) , 

Requires state TANF programs to proVide clear info about fs eligibility to people being diverted from TANF 
and people exiting TAI\IF. ' . 

Authorizes a tax credit for businesses who are deSignated as information partners by USDA because they 
contribute substantial goods or services to help expand the toll-free hotline. 

Cynthia A. Rice 

Cynthia A. Rice' 12/13/99 09:48:24 AM 

Record Type: Record 

To: J. Eric G9uld/OPD/EOP@EOP 
cc: 

, bcc: 
Subject: Re: FS outreach $$ @b 

How does the FORK act work -- how does it provide outreach funds in a way that needs to be scored? 
J. Eric Gould 12/13/99 09:38:58 AM 
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• J. Eric Gould 12i13/99 .09:38:58 AM 

Record Type: Record 

To: Cynthia A. Rice/OPO/EOP@EOP 
cc: 
bcc: 

Subject: Re: FS outreach $~ ;~ 


They don't ask for a specific amount - CBO and JCT are scoring it. There rough .estimate is $20/ 5 years 
but Levin's staff admitted that she really doesn't know. 
Cynthia A. Rice 

I 

I 
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. ;Cynthia A Rice 12/13/9909:27:30 AM 

Record Type: Record 

To: J.. Eric Gould/OPO/EOP@EOP 

cc: 

Subject: FS outreach $$ 


I see Coyne, Levin et al don't ask for a specific amount for food stamp outreach. At what level was the 
funding in the FORK act? . 

\ 
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12UJ 1Btstritt/,mid.Jtgan 
December 10. 1999 

The Honorable WiJ1iam Jefferson Clinton 

President 

The White House 

1600 Pennsylvania Avenue, N.W. 

Washington, DC 20500 


bear President Clinton: 

We are writing to encourage you tOlnclude adequate funding for Food Stamp Outreach'in your FY 2001 
budget.' ' " 

According to the General Accounting Office, participation in the Food Stamp p;ogratn has declined by 
almost JO%over the last 3 years" At the same time, the Department of Agriculture Food Insecurity , 
Study shows an increase in 'hunger among children in 1998:. GAO noted that the number of poor children 
receiving ~ood Stamps is at'its lowest point since 1989. ' ' 

We commend your administration and Secretary Giickman for'taking steps to improve Food Stamp 

educatioll and reverse this alarming decline, However,we are concerned that inadequate funding could 

undennine this initiative. For example, the Food arid Nutrition Service'(FNS) currently does not have: 

enough money to staff live operatQrs on'its toll.free hotline. They also do ,not appear to have sufficient 

stafft6 inspect all state FOOd stamp programs eachyear, something'ihatthe GAo suggested could help 

reverse the declines. . , 


We also believe FNS should solicit help from community organizations that serve low-income children 
. '. and fammes~ Almost'75%ofworking families that are eligibleJor the Food Stamp 'program but not 

enroHed do not know they're eligible, These families never'go to welfare offices. \ We need to, make' 
-contact with them where they do go at schools. health clinics,~and food pantries, We believe that a 
competitive grant program like the one in the Food Stamp Outreach~nd Research for Kids Act (FORK) . 
would encourage community organizations to take an active role ill FNS's education program and initiate 
outreach activities of their own. . ' 

"," 

Combating childhood hunger is necessary to ,meet our health and education goals, as well. Children who' 

. don't eat well get sick more ofte'n and don't come to school ready to learn. We urge you to make this', 


invc;:stment in Food Stampoutreach, which will yield dividends "on 'many fronts for years to come. ' 


Sincerely, . 

RECYCUO PAPER 



." 

The Honorable William Jefferson Clinton 
December 10, 1999 
Page 2 
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To:' 	 Gene Sperling' 
Jason Furman. 
Bill Dauster 
Carl ,Haac ke 
Cynthia Rice 
Andrea Kane 
Jane(Holtzblatt 

From: 	 Bob Greenstein'.' 

Subject: 	 IDAs, Car Own~rship and Po~r Families. and other Small Assets Issues Related to 
IDAs and EITes . 

Date: . December 10, 1999 

I inadvertently left' out of the initiatives memo I 'reGently Sent to some of you a few 
suggestio118 re,lating to IDAs and the BITe that should have no cost (or a cost that probably IS too", 

, tiny to quantiry> but that I would recommend your picking up and propolling. ' 1" 	 . 

IDAs and Cars 

The Administration has been a strong proponent of IDAs.. Families with IDAs. can 
withdraw funds from these accounts to buy a home~ but not {o buy a car. This makes liitle sense" 

'and reany should be changed. ", 

) The evidence continues to mount that having a. car iSimpOrtunt [0 secuIingalld ' 
maintaining employment. Recent researchby Sandra and Sheldon Danziger and their colleagues 
found Jack of access 'to a car to be as large abarrier to employmeTlt among ihe welfare mothers 
they'studied as lack of a high school diploma. Eurlier research by John Kasasda found astrong 
correl"uion among inner-city minority males between whether or,not the individual owned a car 
and whether or not he was employed .. 

, ­
Operators of some local IDA projects are 9bjecting to what they.regard as misguided rules . 

that do not allow IDA withdrawals to be used to purchase or make major repairs on a car, despite· 
the fact that such actions can be crucial to employment. Moreover, for many of these families; car 
ownership makes mOre sense than homeowl1ership: since the families maybe able to use an fDA 

. withdrawal to help make a. down'payment on a home but then be unable to meet the monthly 
, carrying costs. . 

T would imagine that this change, which the Progressive Policy Institute also supports (and 
Michael Sherraden agrees with) would have no cost. 

820 Fir~t SI:ref!l, NE, Suite 510, Washington, DC 20002: F.\buI>\M.rr<>,\jOA"p4If·""",,~ 
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, JDAs and Assets LimitS in Means-Tested Programs 

, Due to technical problems with the drafting of the Assets to Independence Act, money 
that a frumly deposits in an IDA funded under that Act (us well as the irHerestaccruing on such 
,deposits) counts as an asset against the asset bmits'in food stamps and various other 'means-tested 
programs. This treatment conflicts with the treatmeritof IDAssupported with TANF funds; all 
funds in those aCcounts are eXcluded from assets tests,in means.:t'ested 'programs.' ' 

, Counting funds in IDAs against these other programs -' and potentially causing a 
working poor family eventually to lose food stamps or Medicaid as a'result -,'defeats the asset-' 
building purposes that IDAs are designed to promote. T~e, language of the Asse~s to 
Independence Act shou1d be tweaked so that the major means-tested programs treat the funds in ' 
, IDA acCOunts that are supported' under that Act in the same manner as these programs treat funds' 
in 10M supported through TANF.' ' , 

EiTCs and Assets Limits in Means-Tested Progral11S 

The EITC is exempt from being counted as l:masset in SSI.and Medicaid only in the 
month of receipt· and the fo1Iowing~month.By contrast, under the Food Stamp Act, the EITC is 
ex.empt from being counted as an asset for 12 months after receipt. 

The ruJe applying to Medicaid and S8! makes little sense; it requjr~s famiHes receiving a 
large EJTC to spend it fast to avoid losing Medicaid coverage. Moreover, if Medicaid coverage 
for working poor . parents is expanded, as the Administration apparently is considering pI'Oposing,· 
this could become more of a problem . 

. The food stamp treatment is :TIU1Ch more sensible. Consequently, our recommendation is 
to change the period for which the ElrCisexcluded from assets tests under the other major ,. , 
means-tested programs from one momh to 12 months ,and thereby to conform the asset treatment 
ofEITC benefits in the Medicaid andSSI programs to .the treatment under the food stamp " 
program. This can be done my mOdifying section 32(k) of the EITe statute to extend to .12' 
montlis the length of time for which the ErtC is disregarded from assets tests and to hiclude 
Medicaid and SSIunder this p(ovision~ . 

Cost 

The IDAs/cars proposul should.' have no cost. The cost of the other two proposals should 
be an asterisk - too small to find (essentially a zero).. These proposals would improve IDA 
operations in the future and enable families to make more rational choices about what to do with 

. their EITCs. " .. . 
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.TH E WHITE HOUSE . 

WASHINGTON 

December 10, 1999 

MEMORANDUM FOR JOHN PODESTA 

MARIA ECHAVE$TE 

STEVE RICCHETTI 

DOUGSOSNIK 

GENE SPERLlNG 

BRUCE REED 

JACK LEW 

SYLVIA MATHEWS 

LORETTA UCELU 


TERRYEDMONDS. " 1.' 'An'"~. 
FROM; 	 MARY BETIIC~ rt'( I, , 

" SUBJECT: OPL State of the Union Outreach. 

With the President's Upcoming State ofthe Union, January 27, 2000;OPL conducted a series of 
,. conf~ce calls and meetings with the various coristituencies to solicit their ideas. Outlined 
below are suggested ideas and themes from our outreach efforts. . 

Agriculture 

• 	 Freedom to Farm Act. The largest issue facing the agricul1:uI'cb commUnity is the re-writing, 
reforming or abolishing the Freedom to Farm Act The Administration should work to 
establish an altemative to Freedom to Farm and among other things an adequate safety net 
for fannetS (i.e. increased funding for export programs, increased price supports for dairy 

, produCts, etc.). The Administration should ~e farmers receive adequate coverage. 

Civil Rights . 
• 	 Hate eruDes. The~drnjnis1ration should continue to support and promote hate crimes 

legislation and enforcement. It is critical that the President continues to provide strong 
leadership and call :on Congress to pass legislation. (Le. Sen. Kennedy's Hate Crimes 
Prevention Act that would expand current law to include bias crimes based on gender,sexuai 

. orientation and disability). Inclusion ofgender and disability in the Hate Crimes Statistics 
Act is key to this legislation. 

• 	 Police ACCollntability and Radal Profiling•. The Administration should continue to support 
police accountability and racial Profiling Initiatives. Specifically the President should urge 
Congress to support H.R. 1443 :.. Traffic Stops StatisticS StudyAct (Driving while Black). 

• 	 ENDA. In 1999, the Presidentasked Congress to "make the Employment and Non­
Discrimination Act ... the law of the land," he should continue to use the same rhetoric. 



~VVv 

• 	 Census 2000. The President should r~se the impo~ce of aSsuring that all c;:ommunities are 
accurately counted'in the upcoming Census 2000. " 

• 	 Renewing Democracy and Civic Engagement. In the last several years the Asian :pacific 
American (APA) community has felt disen:fumchised from the democratic process. The 
AP A Community feels that it is very important for the President to make a statement.on the 
importance ofparticipation of all segments ofsociety in the democratic process. In this 
context they also raised the need to reduce the backlog and time that it takes to become a 
citizen. The community would like to see the President recognize a PAlminent Asian Pacific 
American elected official such as Gov. Gary Locke(D-W A) todemonstrate that Asian 
Pacific .Americans are welcome and can be successful in government and el~tive politics. 

Education 

• 	 Violence in schools. ~e President should call for abi-partisan effort to identify progmms 
such as his mentoring pro~ youth safe havens and other programs with continued 
commitment to inner cities/urban areas as the New Markets Initiative IS promoting. 
Organizations also raised the growing Concerns ofparents and children's fears about 'going to 
school. 

• 	 Core Education Programs. The President should emphasize the need to help all children 
achieve academic success and addressing the needs ofa diverse student body - no child 
should be left behind. This should include a focuS on core federal education programs such 
as HEAP, Title 1, and other specialized programs such as biJ.in.gu.al education or special 
education•. There is a strong sense that this Administration has not committed enough 

. resources to core prograrOs, and the constituencies would like to see increases in these 

programs. 


• 	 Historically Black Colleges andUl1iversities. Organizations would like to see the 
Pcesident and the Administration support a program for more federal fimding from DOD, 
CIA.. NSA, DrA, and other agencies to Historically Black Colleges and Universities . 
(HBCU's) doctoral education programs in the science and technology field. " ' 

Health Care 

• 	 StreugthenMemcare and Social SeCurity. The President should restate his commitment to . 
strengthening Medicare and Social Security. It is important that he notes the importance of 
these programs for America's motb.Crs and grandmothers. He should restate'his 'commitment 
to lifting older women., who live alone, out ofpoverty. '1t is our duty in these strong 
'economic times to lift those less fortunate, such as older women living alone." 

• 	 Social Secnrity Reform. Women organizations would like the Administration to support 
reforms in Social Security that: 
- Include an increase in the Widow's benefit to 75% of the couple's joint benefit, up from 

the present 50%; , . 

Ensure that widowsare.not penalized by their husband's decision to retire early; 


- Increase divorced women's espousal benefit to 75%; , 
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- Provide a family service eremtto the lower earner (Or single parent), for the years that 
children are under 6, at a maximum value up to $5,000; and 
Protect women from lower SS benefits by providing two "drop out" years for each child 
to the lower earnef (Of single parent) that would not count against their lifetime average. 

• 	 Older Americans Act Reauthorization. The Older Americans Act bas not been 
reauthorized since 1994 when the Republicans came into Congress. Early in 2000, the' 
President should call for the convening ofa meeting with key cOngressional players on the 
Act as a sign ofvisible support. ' 

IntemationaJ/Trad.e 

• 	 HIV/AIDS in Africa. The President should provide an 'update on the $100 Million 
commitment to combat HIV/AIDS inAftica. He shollld also mention support for the AIDS­
Marshall Plan for Africa. 

, ' 

• 	 AGOAlCBI BilL Ifthe AGOAlCBI Bill is passed (gets out ofconference) by the time of the 
State of the Union he should mention the Ad:miDistration's continued efforts and support for 
CBI and Africa Trade. ' 

• 	 Third World Debt. The Administrations should continue to help with the reduction of 
_poverty and economic refonn in Third World couritries. The govemment should help to 
build capacity ofnon-profits for the reduction ofThird World Debt. 

• 	 Northern Ireland. The President shoUld highlight the Admjnjstration's hard work in 
ensuring the success ofthe Northern Ireland peace process. Organizations stressed that 
continued. engagement is criticaL In order to ensure the success ofdecommissioning, 
establislunent ofadequate and equitable policing and skills training for individuals leaving 
prison is necessary (as laid out in the Good Friday Agreement). 

• 	 International Family Planning. The President should mention the Administration's 
rejection oflegislation that contains reStrictions such as the Mexico City legislation. 
Additionally, the President should mention that funding for the United Nations Population 
Fund (UNFPA) should be continued. 

Women Issues 

• 	 Fair PaylWage Gap_ The President should reaffirm his endorsement of the Paycheck 
Fairness Ac~ which he announced last year, and urge Congress to work to strengthen wage 
discrimination laws and addresS the persistent wage gap between the earnings ofmen and 
women. 

.. 	 Domestic Violence. The President should announce the Admjnistration's support for the 
reauthorization oftbe Violence Against Women Act 01AWA). 

• 	 Childcare. The President should discuss the importance ofproper funding ofCbildcare 
initiatives and the need to adequately compensate Childcare workers. Additionally, he 
should reaffii:m the Ad.nrinistratioo·s support to increase early childhood learning, healthy 
and safe care centers and programs'that continue through the school years. Specifically, 

3. 
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increase funding for the Child Care and Development Block Grant and improve access to 
childcare for itnpoveru.hed women through legislation such as the Welfare Tracking Act 
(H.R.31S0). . 

• 	 NIH. Organizations are concerned that funding for women's health research supported by 
the NIH is not keeping pace. The President should state his support ofdoubling the funding 
for the National Institutes ofHealth by the,year 2003 and that we should have an expanded 
concept ofwomen's health research - from prenatal development to the frail and elderly. 

• 	 Women in Business. To meet the FederalGovernment's 5% procurement goal forwonien­
owned businesses, organizations would like tOO Adminjstration's commitment to a more 
concerted government-wide, interagency initiative to meet this goal and to hold those 
agencies that do not meet the goal accountable. 

Veterans 

• 	 Filipino Veterans. A major issue for vetera:p.s is the continuing support for benefits for 
Filipino Veterans who fought with the U.S. military dUring World War IT. The Asian· 
American community would like to see the President's budget includefimding for benefits, 

, particularly health benefits and would like to see the President mention the FilipinO Veterans 
in the context ofVeterans issues, or in the context ofthe contributions ofAsian Pacific 
Americans to the United States., ' 
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1I01budlEIML settJement tracking (Excel) EIML Settlement Tracking - Large Agencies 
(in millions) 

·2000 Agency 
Department of Education Enacted Request Passback 

r 

Department of Education - Total Funding 
,~ 


SA 35,703!235. 41,488,838 35,703.235 

.OuUays 31.727.355 38,025.524 . 35,295:135 










Independent Agencies 	 Enacted Request Passback 

National Labor Relations Board 206 216 210 
Corporation for National and 734 1;064 734 

Community Service 
Federal Election Committee 38 41 40 

Total, Independent 	 BA 978 1.321 984 
OL 

"';., 



001 budlEIML settlement tracking (Excel) EIML SeWement Tracking - Large Agencies 
(in' millions) . 

Department of Agricuiture 	 Enacted, Request Passback . , 

FOod and Nutrition Service 	 4365 4696 4614 

4377 4678 4609 


Possible appeals 

Nutrition Program for the Bderly 	 SA 140 153 1.45 

OL 140 150 144 


Nutrition Education and Training 	 SA 0 2 0 
OL 0 1 '0 

<, 

" 



1I01budiEIML settlement tracking ADA.xls EIML SeWement Tracking. Large Agencies· 
121811999 16:39 (In millions) 

HHS 
2000 

Enacted 
Agency 
Reauest Passback 

Administration on Aging. Total FundirBA 
0 

934 
893 

1.223 
1.117 

1,080 
1.012 

Possible appeals 

Support Services SA ·310 350 310 
0 306 341 310 

Congregate Meals SA 374 423 374 
0 374 417 374 

Vulnerable Older Americans BA 13 41 13 
0 12 28 13 

Fed. Admin. SA 17 21 17 
0 16 20 17 

. Other ADA Programs SA 220 388 365 

.., 

,... 



· 1/01budlEIML settlement tracking (Excel) EIML Settlement Tracking. large Agencies 
(in millions) 

2000 Agency· 

HHS Enacted Request Pass back 


Administration for Children and Families - Total Funding 

BA 9,556· 10.400· 10,146· 

0 9,003 9,791 9,701 


Possible appeals 

Head Start 
BA 
0 

5,267· 
4,859 

Federal Administration 
BA 
0 

148 
147 

CSBG. Discretionary Activities (NIP. JOLl) 
BA 5.5 

0.8 

All other, ACF Services 
BA 1.296 

Refugee and Ent
base appropriation 
carry-over 

rant Assistance 
BA 
BA 

427 
12 

·'ncludes Head Start advance appropriation of $1.4 billion. 

6,150 
5.551 

172 
168 

37.5 
5:6 

' 	1,208 

447 
[15] 

5,901· 
.5.458 

160 
158 

0 
0 

1,238 

431 
[.15] 



. 1101 budlElMl settlement tracking - SSA (Excel) EIML Settlement Tracking· SoCial Security Administration .. 
Jln millions) 

2000 Agency 
Social Security Administration Enacted . Request Passback 

TotalFunding. 6656 ·7459 7083 

Ongoing Operations 
BA 6192 6866 6449. 
Ol 6180 6835 ·6415 

. Continuing Disability Reviews 
SA 405 450 450 
Ol 400 . 446 446 
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Tobacco Budget Ideas 
11124/99 DRAFT 

There are several proposals we could make, some of which are similar to those in last year's 
budget, that would focus on protecting children from tobacco. 

1. .Price Increase: There are several ways we could repackage tax proposals from FY2000: 

Option IA: A 55 cents per-pack increase to be collected through tobacco excise taxes. 
This option should raise about $6.4 billion a year. 

Option IB: A per-pack excise tax triggered by youth smoking rates. An increase in th~ 
per-pack excise tax would be triggered by missing the target rates for each year. The . i 
determination of the excise tax increase would depend on the lev<;;l that the target rate was, 
missed. ' 

Calendar Year After Date of Required Percentage as, a Percentage of Base 
Enactment Incidence Percentage in Underage' Cigarette Use* 
Years 3 and 4 15 percent 
Years 5 and 6 30 percent 
Years 7,8 and 9 • 50 percent 
Year 10 and thereafter I 60 percent 

* These targets are the same as those contained in the McCain bill. 

Option Ie: Combine elements of Options lA and IB so that a per-pack excise tax exists 
for the first two years and is thereafter determined by youth smoking rates. 

Option 2: Acceleration of the BBA's 15 cents .excise tax. The 1997 Balanced Budget 
Agreement (BBA) raised,the excise tax 10 cents per-pack effective January 1, 2000 and 
another 5 cents effective January 1,2002, for a cumulative 15 cent increase. The FY . 
2001 budget could accelerate the effective date of the additional 5 cents, raising several 
hundred rnillion dollars. 

We may wish to consider p~ckaging a tax increase with a particular spending proposal, such as 
Medicare prescription drugs . 

. 2. State Lookback: Although state officials said the purpose of the $246 billion state 
. settlements with the tobacco industry was to reduce youth smoking, few states are investing 
. settlement funds in programs to prevent youth tobacco use. This proposal would ensure that, 
. if the provisions of the state settlement (45 cent price increase, some limitations on marketing 
and promotion of tobacco products, and funding for a national foundation t9 reduce youth 
smoking) do not actually reduce youth smoking, then states would spend settlement funds on 

1 . 



youth smoking prevent.ion programs. The spending provisions would be triggered if the 
following youth smoking reduction targets were not met: 

Calendar Year After Date of Required Percentage as a Percentage of Base 
Enactment Incidence Percentage in Underage Cigarette Use* 
Years 3 and 4 15 percent 
Years 5 and 6 30 percent 
Years 7, 8 and 9 50 percent 
Year 10 and thereafter 60 percent 

* These targets are the same as those contained in the McCain bill. , 	 " 

I 

Specific funding requirements would be based on CDC recommendations, which vary by 
state based on state characteristics, such as demographic factors, tobacco use prevalence, and 
other factors. CDC's recommendations range from $7 to $'20 per capita in smallerstates """ 
(population under 3 million), $6 to $17 per capita in medium-sized States (population 3 to 7 
million), and $5 to $16 per capita in larger States (population over 7 million), 

A penalty could be structuredthatwould requireStates that miss the above youth smoking 
targets to invest additional funding into youth tobacco prevention activities. The greater the 
percentage rate states miss the targets by the more they would have to invest in prevention 
activities based on CDC's recommended investment guidelines for the State. 

Tobacco prevention could be defined as evidem;:e-based efforts to reduce tobacco, 
particularly among youth, 'including: 1) tobacco prevention and control activities at the 
school, community, and state levels; 2) enforcement of tobacco control laws and regulations; 
3) public education programs, including the use ofmass media; 4) cessation services 
cpnsistent with AHCPR guidelines and cessation treatments approved by the FDA; 5) 
surveillance and evaluation programs to provide accountability. 

3. 	 Support Critical Public Health Efforts to Prevent Youth Smoking: We should support 
continued funding of tobacco prevention programs' at CDC and FDA, and include an increase 
if possible. " 

a) 	 CDC Funding: Overall, HHS is requesting $131 million for CDC in FY 2001 for 
tobacco prevention efforts, $30 million over FY 2000 levels. This proposal would 
continue at current levels (101 million) the National Tobacco Control Program, providing 

" funds for states"to prevent initiation among youth, eliminate exposure to ETS, promote 
quitting among adults and youth, and eliminate disparities among population groups. 

The additional $30 million requested would fund a Foundation for the New Millennium 
of Tobacco Use Prevention and Control. CDC would expand efforts to coordinate a 
national approach by: 
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• 	 Providing federal leadership --,$22.3 million for cooperative agreement support for 
the state National Tobacco Co~trol Program, technical assistance, communication and 
education support to states, schools and communities. 

• 	 Strengthening tobacco use science for public health action -- $6.3 million for data 
collection and evaluation and comqlUnity prevention research.' 

• 	 Working with partners to create global tobacco programs':- $1.4 million to support 
global tobacco control efforts, !A, oversight, coordination of international data, and 
partnerships with multilateral organizations. 

b) 	 FDA Funding: HHS is requesting $88 million ($20 million over FY2000 request and 
$54 million over FY2000 funding) to expand youth anti-smoking outreach and 
enforcement activities in all states . 

.- Enforcement and evaluation - Expand retailer inspections from400,000 in FY 
2000 to 540,000 retailers. Fund retailer information kits and newsletters 
explaining underage purchasing prohibitions. Complete national retailer database ' 
tracking results. 

, 	 , 

• 	 ,Monitor compliance with rules such as advertising outside the proximity of 
schools and playgrounds, black and ~hite text only ads, and elimination of 
vending machines except in adult-only places (if these provisions are put in place, 
pending Supreme Court review). 

• 	 Product regulation - FDA may need to develop performance standards for 
cigarettes and smokeless tobacco products, classify products, and inspect industry 
practices. 

4. 	 Fund the Department of Justice Tobacco Litigation. The Department of Justice has 
initiated litigation against the tobacco industry to recover certain federal health expenditures 
caused by tobacco use. 

Option lA: The FY2001 budget could propose $20 million for,the Department of 
Justice to finance costs incurred in preparing and bringing litigation against the tobacco 
companies for tobacco-related Federal health costs. This would he the same unsuccessful 
strategy employed in the FY2000 budget. 

I" Option IB: Include the shared costs ofthe litigation within the requests for HHS, DoD 
and V A since the suit is intended to recover the smoking related costs incurred by the 
Federal government, of which these three departments experienced substantial costs. 

, f 

5. 	 Cessation Coverage. Currently, smoking cessation prescription and non-prescription drugs 
are optional state Medicaid benefits that are matched by the Federal government at the 
individual states FMAP rate (which on average is 57 percent). Our understanding is that 27 
Stat~s provide Medicaid coverage for FDA approved smoking cessation products. There are' 
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a number of options we could propose to expand the coverage of smoking cessation products 
for Medicaid and other Federal programs: 

Option lA: Mandate coverage ofprescription/nonprescription smoking cessation 
products and reimburse at FMAP. In 1998, HCFA estimated that the Federal costs of this 
provision would be about $114 over 5 years. 

Option IB: Create an enhanced FMAP rate for cessation services. For example, the, 
Hansen-Meehan bill proposed a 90 percent Federal match rate for State costs of providing 
cessation programs'i This enhanced match would theoretically offer States the incentive 
to cover these services. ' 

OptionlC: Require States to provide cessation programs and reduce the match rate 
based on the fact that states should be investing part of their tobacco settlements into 
prevention and cessation assistance. 

Option 2: Require DoD to provide effective cessation programs and reintroduce the 
/proposal i~ last year's budget for VA to fund cessation programs for Veterans. 

/ 
I 

Option 3: Require, through a directive this Spring, the Federal Employees Health 
Benefits Program to provide a more generous cessation benefit~ 

Of course, any model of Option 1 can be combined with Option 2 and/or 3. 

6. 	 Farmers: These are two proposals that would allow us to maintain our commitment to 
ensure the well-being of tobacco farmers, their families and their communities. 

Compensating Tobac~o Farmers: The Agricultural Appropriations bill for FY 2000 
directs the Secretary of Agriculture to use $328 million in funds from the Commodity 
Credit Corporation to provide payments to compensate flue-cured and burley tobacco 
farmers that had their quotas reduced in 1999. We could propose an additional $328 
million in FY 2001 for farmers facing quota reduction in 2000. . 

Preferable Tax Treatment of Payments to Tobacco Farmers: Proposals supported by 
Sen. Robb and Rep. Boucher would exclude from gross income payments made by the 
tobacco industry to tobacco farmers as part of last year's settlement (The $5 billion in 
payments are to be paid out over the next 12 years). We have asked Treasury for their 
comments and revenue estimates. ' 
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Record Type: Record 

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

cc: 

Subject: Substance abuse pass-back 


, , 

Here's the scoop on passback on substance abuse grants: 
FY'OO ' FY 01: 

HHS reguest OMB pass-back Increase from '00 
Block Grant $1.6B $1.715B $1.625B $25M 

Targeted Capacity 
Expansion Grants* $114M $187M $129M $15M 
* These grants are for treatment. 

There are additional targeted capacity grants for prevention: 
$83 M $128M $89M $6M 

The information,SAMHSA has provid~d on appeal does not contain enough detail to know how much' 
they're appealing for these specific programs. OMB has requested morE? detail. ' 

OMB also says one of the reasons these increases are relatively small was to accomodate greater 
increases for mental health within SAMHS~. 

" Based on our conversation in staff meeting, it sounds like we'd want to ask OMB to give SAMHSA some 
additional funding. Leanne or Deanne, do you know what ONDCP is pushing for? Any ideas on how 
much more we might want? Paul says intergovernmental groups identified drug funds among their top 
priorities but couldn't proVide any details on which kind and how much. I'll follow up with IGA, but if 
anyone else has heard anything, pass it along. 

Message Sent To: 

Cynthia A. Rice/OPD/EOP@EOP 
Christopher C. Jennings/OPD/EOP@EOP 
Jeanne Lambrew/OPD/EOP@EOP 
Devorah R. Adler/OPD/EOP@EOP 
Leanne A. Shimabukuro/OPD/EOP@EOP 

, Deanne E. Benos/OPD/EOP@EOP 
Todd A. Summers/OPD/EOP@EOP 



Revised Welfare to Work Idea 
1217/99 

Short Version 

Propose $500 million in FY 2001, with $500 million in out-years, for Welfare-to-Work 
competitive grants. These grants could fund projects in three key areas impbrtant to sustaining 
the success of welfare reform: 1) to help the hardest to employ move from welfare to work and 
succeed in the work force; 2) to help low income fathers work, pay child support'; and reconnect 
with their children; and 3) to increase job retention, skills upgrading and supports (including 
outreach on food stamps, Medicaid, child care, and EITC) for low-income working families, 
including those who have left welfare, through local one-stop employment centers~ 

Long Version 

Propose $500 million in FY 2001, with $500 million in out-years, for Welfare-to-Work 
competitive grants. These funds could address three key issues related to sustaining the success 
of welfare reform: 

1) $250 million for innovative local projects in communities that need the most help to move the 
hardest to employ from welfare to WOlk and succeeding in the workforce. This would honor the 
original intent of the Welfare-to-Work program, by focusing on the hardest to employ and 
getting the funds directly to locals. Within this amount, fOrr1mla grants for tribes could be 
continued at current level of $15 M or increased to $30 M as proposed in FY 2000.. 

2) $150 million for responsible fatherhood initiatives that help low income fathers work, pay 

. child support, and reconnect with their children.' This is consistent with the President's strong 


emphasis on fathers in our FY 2000 WtW reauthorization and positions u~ to engage with the 

Hill as we expect Fatherhood bills to gain momentum next year. ' 

3) $100 million to increase job retention, skills upgrading and supports (including outreach on 
food stamps, Medicaid, child care, and EITC) for low~income working families, including those 
who have left welfare through local one-stop centers. This would build on the Workforce 
Investment Act and help address the issues of the non-welfare working poor. We are also 
exploring ways to increase access to employment servicesJor individuals with disabilities 
through this proposal.' . 

NOTE: OMB staff is c,urrently proposing a total of$750 million for FY '01, all dedicated to the 
third category, but are also receptive to competitive grants in the other two areas: We're waiting 
for them to finish Director's review today to find out where they're ending up. 
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Record Type: 'Record 

To: Cynthia A. Rice/OPD/EOP@EOP 

cc: 
Subject: revision to '01 budget ideas memo· 

• I 

Based on info Amy provided on the marriage stats, I'd replace the 2nd graph of 3d) in the 
11124 memo to BRIEL with the following. I'm sending you a hard copy of the info from HHS 
(which is what they'.d shared earlier but I'd misplaced): 

Something not proposed by the VP which we could add'is funding for National' Center for 
Health Statistics to improve data 'on marriage and divorce. In the past several years they have 
stopped collecting detailed information from states due to, budgetary pressures and concerns 
about the quality of the data. This has received a surprising amount of press attention, some 
have used this to criticize the' Administration for being 'weak on marriage', and House W &M 
staff have expressed interest in restoring funding. We could either Wait for them to do sO,.or " 
pre-empt them with a modest funding proposal. HHS' very preliminary estimates show it 
would cost about $750,000 in the first year to assess states' ability' to report tllese data, with 

,annual costs of $7 -$10 million to implement a high quality reporting system. 




