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Welfare to Work Budget Ideas 
11124/99 DRAFT 

1. 	 Child Support Enforcement: While child support collections have risen dramatically under 
the reforms enacted by this Administration, in too many cases chil,d support is an unreliable 
source of income for families moving from welfare to work and other low income families. 
We could put forward a package ofproposals to a) collect more child support; b) provide 
more reliable support for mothers and children; and c) help low-income fathers get jobs so 
they can support their kids. These proposals.cOlild be coupled with new collection data we 

~~ expect to have shortly showing collections since 1992 ,have nearly doubled, from $8 billion 
. d'ftI to an expected $15.5 billion or more. ' 
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a)"I (/VU\1 Collecting More Support: We are exploring the feasibility of increasing federal 
/' involvement in garnishing wages in interstate child support cases. Currently, the federal 

government, through the newly created federal databases (FPLS), locates the jobs and 

&~ 
. // up and begin the process of establishing ord.ers and/or sending withholding notices to 
£_, employers of qelinquent parents. The Federal part ofthis process has been extremely 

."wSsuccessful. According to HHS, in FY 1999 2.8 noncustodial parents owing child support 
8\t: had their home address or employer identified through the FPLS. Information gathered ,""YI\"" by advocates suggests that in many States the information from the FP.LS ,is received but 

.tJ\l\'J not u~ed. Becaus~ we do not require state reporting on this information, these problems 
, are dIfficult to venfy. " 

A partial solution to this problem would be to give the FPLS the authority to send income 
withholding orders directly to identified employers when a match is made. This approach 
would achieve three positive results:, , 

1. 	 it would reduce the amount of information flowing back to the States on 
which state action is necessary .. This reduction in volume might enable the 
States to process and act on the(information they do receive. 

2. 	 It would ensure the proper use ofnew hire 'information in cases with an order. 
If the FPLS sends the withholding order to the employer, it will know that 
action has been taken and that the purpose of creating the FPLS has been 
served. ' 

3. 	 It will shorten the time the family has to wait for support. If the FPLS sends a 
withholding order immediately after making a match, ,considerably less time 
will pass before the employer begins withh()lding and'the family receives 
payment. 

Two other provisions ofPRWORA are also important to note here. PRWORA mandated 
that all states adopt the Uniform Interstate Family Support Act, which requires employers 
to honor income withholding orders in interstate cases, once a properly filled out income 
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wIthholdmg order IS receIved. Therefore, the law already reqUIres employers to honor 
documents which would come from the Federal govymment. In addition, PRWORA 
mandated the development and use of an interstate income withholding form. This form 
hflS been developed and could be easily used by the Federal match system in 
communicating with employers. 

Obstacles to this idea do exist.. First, the Federal Case Registry (FCR),within the FPLS, 
does not maintain payment information or indicate whether the case is an interstate one. 
This information along with medical support information would require extensive State 
and Federal systems changes that would be needed to facilitate communication and to 
ensure that accurate payment data is maintained. Also, States currently enjoy the 
flexibility to apply a myriad of variables in income withholding ofwhich HHS would 
have to be aware to issue orders correctly in the interstate context. For example, States 
define "income" differently. States have different child support guidelines and even 

. \, v-¥ within the same type of guideliries there are variations. States have different ages of 
.. 0~I'(\~~majority when income withholding terminates. Some,States charge interest on child 
U ~ support arrears that accumulate. Furthermore, States also treat medical support 

differently on factors such as what they consider to be an "unreimbursed' expense. We 
will work through these issues to see if they are surmountable. 

Another, related' proposal we could make would involve announcing targeted audits of 
states to ensure they are acting quickly to collect and distribute support. OMB has some 
ideas in this area we plan to discuss. 

b) 	 Streamlining Child Support Distribution Rules So Mothers Get More Reliable 
Child Support Income: 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. Asa 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 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. 
(These proposals cost money because collections which under the current rules would go 
to the state and federal governments ,for past-due support accrued before or while the 
family was on welfare would go instead to the family.) The cost of the pass through 
proposal is kept low by providing federal match only to states that increase their pass 
through from current levels (about half the states currently pass through $50 or more) up 
to a cap of$100 per month. We would suggest amending this to give the handful of . 
states now passing through $100 or more some incentive by providing federal match for . 	 . 
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either 'additional pass through up to a total of$lOO'per month or $50 more than the 
current pass-through level. 

Republican House members and states are very interested in reforming the distribution 
rules; in particular Rep. Nancy lohnson'sWays and Means subcommittee staffhave ' 
indicated they plan to make this a priority in the coming months. House and Senate 
Democrats and some Republicans are interested in increasing pass through to families on . 
welfare, including Senators Kohl, Snowe, Bayh, and Domenici who have introduced bills 
to do so. ' 

HHS partially funds these proposals by an initiative to require states to seize gambling 
proceeds from parents who owe child support, raising just over $200 million over five 
years. This proposal makes sense conceptually; but needs work on implementation' 
(currently HHS would give casino empioyees direct a~cess to federal databases). OMB is 
working on other pay-for ideas (including some we proposed last year which were not 
enacted) which we will discuss with them shortly, with the goal of having a proposal 
which is fully paid for within child support. 

c) 	 Child Support Law Enforcement Initiative: We believe Congress enacted the first year 
of a five year $34 million increase in funds we requested last year to better enable U.S. 
Attorney's offices to prosecute the most flagrant child support violators (those who 
violate the felony laws under the Deadbeat Parents Punishment Act). W tfwilI get a more 
complete upd~e, but in any case sh_ould support $5 to $8 million in FY 2?Ol f~~this ~. h;-k' 
purpose. e 6- - ~. Vf~ (3MfJ . ,~rnr rJy. M I &r fr! 10) 

d) 	 Enable more Low Income Fathers to Work and Pay Child Support (see Welfare-to­

Work grants and Ex-Offender Employment sections below). In addition to proposals 

through DOL and DOl, we may be able to identify funding through the Office of Child 

Support Enforcement's baseline resources for demonstration grant funds to support 

innovative responsible fatherhood initiatives. 


2. 	 Welfare-to-Work Grants: Newinvestments in the Welfare-to-Work program could help 
both long-term welfare recipients (mostly mothers) and non-custodial parents (mostly' 
fathers) get and keep jobs. Since 1998, the WtW program has invested more than $350 
million in projects helping non~custodial parents of children on welfare to work and support 
their families. At the same time, the new technical amendments which include an explicit 
personalresponsibility contract requiring child support cooperation for non-custodial parents 
and expand eligibility for non-custodial parents should increase the program's focus on 
fathers. There are several ways we could propose additional resources for Welfare to Work: 

a) 	 Propose additional $750 million - $1 billion in FY 2001, similar to our FY 2000 

proposal, with some additional program changes we proposed this year that were not 

enacted as part Of the technical amendments (including requiring states to spend at least 

20% on low income fathers, increase funding for tribes, allow tribes to apply directly for 

competitive 'grants, rolling unallocated formu'la funds to competitive grants and giving 

preference to communities and tribes from states who chose not to apply). 




b) 	 Propose $250 - $500 million only for competitive grants in FY 2001, with major 
emphasis on responsible fatherhood. Depending on out-year funding situation, we 
could propose a multi-year request that totals $1 billion, which would prevent protests 
from the local officials who were the strongest supporters of our $1 billion FY 2000 
proposal. Major advantages of this approach include: there has been strong unmet , 	 . 

demand for competitive grants (DOL has received applications requesting $6.5 billion for 
about $700 million in available competitive grant funds), this gets funds directly"to locals 
(many competitive grantees are cities and counties), it positions us for working with Hill 
on fatherhood proposals, and it targets resources where they are most needed. We may 
wish to broaden the purposes ofWTW if we want to sell WTW as the vehicle for 
fatherhood grants to include marriage-promotion, which was a key focus of the Fathers 
Count Act which passed the House at the end of session. 

In addition to targeting a substantial portion ofresources to responsible fatherhood 
initiatives, we could also target other key priorities as we did in the FY 99 competition. 
Resources for tribes (see below) could be accommodated within this funding level. 

Note: OMB has a proposal, still at the conceptual stage, for competitive grants to fund 
job retention, skills upgrading and MedicaidIFood Stamp outreach that would help those 
who have left welfare and other low wage workers and would operate through DOL's 
One Stops. They would propose such grants as the new WtWproposal, but understand 
now our interest in competitive grants that also focus on fathers. We will be meeting to 
discuss their ideas further and figure out whether they can work together. 

c) 	 WTW and ears: We could allow a certain portion ofWTW funds to be used to help 
people lease or purchase a car. DOL has opposed the concept to date, and it may take a 
statutory change, but this could be worth revisiting especially if we are trying to make 
other programs more car-friendly. . 

d) WTW Resources for TrIbes: In order to ensure adequate resources for tribes, we could 
propose continuing tribal formula allocations of$15- $30 million per year within -the 
overall funding level identified above. Last year we proposed doubling resources from 
1 % of $1.5 billion, or $15 million, to 3% of $1 billion, or $30 million. In addition, we 

. should again propose allowing tribes to apply directly for competitive grants. Based on 
the response received from Hill staff this year, we believe there is significant interest in 
this issue, particularly in the Senate. See below also description of tribal welfare to work 
proposals from Interior and other agencies. 

. 	 . 
e) 	 Extend the three year deadline' for formula and competitive grantees to spend down FY 

1998 and FY 1999 funds. This may have outyear costs, though OMB' s ~core would, 
likely be less than CBO's. 



3. Additional Responsible Fatherhood Proposals Proposed by the Vice President: 

a) 	 Require All Fathers Who Owe Child Support to Payor Go to Work: As a condition 
of receiving federal child support funds, we could propose federal legislation requiring 
every state to have a law:requiring all non-custodial parents -- mainly fathers -- to pay 
child support or go to work. "Deadbroke dads" who need a job in order to pay child 
support would get help in finding one. This initiative could be funded two ugh existing 
TANF funds or Welfare-to-Work funds. This proposal would significantly expand upon 

. successful initiatives in selected communities, such as Tampa Bay, Florida, which require 
non-custodial parents of children on welfare who owe (fhild support to work or go to jail. 

. b) 	 "Don't leave home without it" - No New Credit Cards For Parents Who Owe Child 
Support: Parents who have a history ofnot paying child support should not be rewarded 
with new financial benefits until they meet their responsibilities towards their kids. We 
could challenge credit card companies to deny new credit cards or additional lines of 
credit to parents who owe a substantial amount. of child support (over $5,000). To help 
credit card companies meet this challenge; the Federal government could directly provide 

. timely data on parents owing child support to ·the credit bureaus instead of relying on 
state reporting. 

c) 	 Increase the number of fathers establishing establish paternity by requiring program....s--- ­
that receive federal funds such as day care providers, Head Start centers, schools, health-6~ 1·.,....,.., 
clinics, and food stamps offices to offer voluntary paternity establishment services to t?/t1 VII .. • 

families. Short of a n.ew mandate, we could'probably accomplish a lot through MOUs ~ 
and technical assistance, building on efforts HHS has already begun. N>- VIf ~v [ . 

. . . . U~lP 
d) Eliminate the marriage tax penalty in EITC - this is on NEC's draft list. ~; 

e) 	 Supporting Marriage. Th~re are several ways to promote and strengthen marriage. As 
the Vice President proposed,we could support approximately $20 million per year in 
competitive grants to community and faith-based organizations to help couples prepare 
for and strengthen their marriage, become better parents, and reduce domestic violence. 
We could challenge states to use their TANF grants for these purposes. The High . 
Performance Bonus measures proposed to go into effect October 1, 2000 will include a 
measure rewarding states for improvements in the percentage of poor children living with 
two married parents, so states will have an additional incentive to invest resources in such 
activities. . 

r:2~ (Something not proposed by the VP which we could add is funding for National Center 
fl'{,1 . for Health Statistics to improve data on marriage and divorce. In the past several years 

tl+{ .~.K.6la(\? they have stopped collecting detailed information ~rom states due.to budgetary pressures 
~(V.~ . and conce~s 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 Hous.e 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 has 
done only very preliminary estimates - probably no more tha~ $10 million.] 

t) 	 Increasing funds for Access and Visitation. We could double funding from $10 \ 
million to $20 million a year for grants to facilitate non-custodial parents' access' and 
visitation with their children through mediation, supervised visitation, and development 

. of parenting plans. Fathers' advocates argue that thIs will result in increased child 
support collections. Some women's groups oppose these grants because they are 
perceived to favor fathers. Several communities are using these grants to promote 
connections between prisoners and their children, so we may want to link this into the re­
entry/ex-offender proposal. . 

g) 	 Fund a National Clearinghouse and Public Service Campaign. The Vice Presidept 
proposed launching a national public service campaign to encourage fathers to embrace 
their responsibilities and establish a national clearinghouse for states and local 
communities to share best practices, but did not identify specific resources. Our FY 2000 
WTW reauthorization proposal included a: 1 % set aside for research and technical 
. assistance' similar to a clearinghouse. House and Senate: fatherhood bills currently 
include funding for a clearinghouse and public. service campaigns, though in somewhat 
different forms ..We might wantt9 identify several million dollars in our Welfare-to­

. Work proposal for similar activities that would give us some leverage with the Hill on 
this issue. 

Ex-Offender Employment: Because many low-income non-custodial parents have criminal 
records and a high proportion ofmen in prison are fathers, we're exploring ways to help men 
in prison become better fathers and prepare them for employment upon their release. DOL 
~as proposed $200 million in the FY 2001 budget for ex-offender training through the 
Workforce Investment Act, and DOJ is proposing a re-entry program (see crime team 
memo). In concept, these propo~als have merit and could be packaged into a strong initiative 
that promotes public safety, responsible fatherhood, and employment have merit. 

5. 	 Increasing Nontraditional Employment for Women. DOL has proposed $11 million for 
a Women Achieving Parity initiative, including $2 million for a demonstration program to 
provide non-traditio mil employmentfor low-income women, especially in hi-tech fields. We 
are learning more about the proposal, but it sounds appealing as a way to provide some 
balance to our fatherhood initiatives by helping u~ respond to women's group who have 
urged us to promote more high-wage, non-traditional jobs for former welfare recipients. This 
could be packaged with existing initiatives within DOT to help employ women in non- . 
traditional highway jobs. ; 

6. 	 Tribal Welfare Reform Employment Initiatives. We are working with Mary Smith to 
review and possibly reshape proposals submitted by Interior's Bureau ofIndian Affairs ($30 
M), DOL ($6 M) and HHS ($10 M) related to helping tribes 'address welfare reform and 
promoting employment and self-sufficiency in Indian Country, We're not yet sure where 
OMB stands on these proposals. These could be packaged with roll-out of the final rule for 
Tribal TANF, currently scheduled for February 2000. 

-)~1vl'~ ~'Un.· ttTJ" ~~ (/~"~ 
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7. 	 Housing vouchers: We should support HUD's overall request for $983 million for 172,000 

new Section 8 vouchers, with the caveat that 50,000, rather than the 25,000 HUD proposed, 
be used for welfare to work. In addition, we should propose designating approximately 
1,000 vouchers for family reunification awarded on a competitive basis for responsible 
fatherhood demonstration projects that encourage non-custodial parents to re-unite with their 
families. This would build on a promising father's program implemented in Hartford. OMB' 
advises that Congress has historically provided several thousand family unification vouchers, 
even in years when they provide no new vouchers, though these vouchers have traditionally 
focused on keeping families together to avoid foster care. In addition, OMB is proposing an 
initiative to make Section 8 vouchers work better in tough markets, such as where rents 
exceed the Section 8 amounts, where there. is a shortage of affordable housing, or where 
landlords are reluctant to accept Section 8 vouchers. Senators Bond and Wellstone expressed 
concern about this issue this year, and both the Center on Budget and Policy Priorities and . 
Urban Institute support'taking some action .. We will be getting more information from OMB 
shortly, but just wanted to get this on the radar screen for now as something that may be 
wor:th supporting. ' . 

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: Support funding at full authorized level of$150 
million. Funding of $150 million would roughly double the number ofcommunities 
served (as many as 150 new projects) and provide continued funding for the multi-year 
projects approved in FY 1999. For FY 2000, Congress provided funding only at the 
guaranteed level of$75 million, then'earmarked about $50 million ofthe funds, leaving 
only about $25 million for competitive. grants. 

Family Loan Program: We could provide one-time seed funding totaling $15 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. This could be done 
through a competitive process structured to attract a few qualified national organizations. 
The Ways to Work loan program has already provided $1'3 million in micro loans 
averaging $1,800 to over 12,000 families in about 30 sites to help them move to self­
sufficiency and is now seeking federal funding to expand this effort to reach over 50,000 ' 

~""1 families in 70 communities over the .next 10 years. Language was included in the FY 
~~ 42000 appropriations bill urging DOL to consider providing $1 millionto this 

v7V"~ organization. T ANF funds could be used for this purpose, though state by state 

~.t)J.(\ , investments may be an inefficient way to spur a national effort. 


c) Promote Car Leasing: Another option is to help low-income families lease cars, which 

(litL r . provides access without the ongoing responsibility of ownership. We are working with 

, ~~ ,; L NEC to investigate several ideas, including tax credits to encourage companies to enter· 

coY' fAo.j.IWD this market (building on a model by former Detroit Lion Mel Farr who the President met 
f1~~ vi) with during his first New Markets Tour), more generous depreciation rules on used cars, 
rT .....~ making the tax code more favorable for working poor people who buy or sell used ca~s, 

.» t\1!JtJlY"" ' 



or subsidies to families to offset leasing costs. As with loans, T ANF funds could be used 
for this purpose., 

d) 	 Auto Choice: Since insurance is often a barrier to car ownership among the poor, PPI has 
suggested we explore a legislative proposal called "Auto Choice" that provides incentives . 
fo: ~tates to work with insurance companies to offer lower cost insurance options for a . f\'(:, ~ oJ 
mInImUm level of coverage. We need to find out from NEC [Sarah Rosen] whether the.l V ~ e 
Administration has views on this issue. , ) 

, , . 	 ~~ 

e) 	 Welfare-to-Work: we may want to allow at least some portion ofWTW funds to be used3 .\JA<~ 
for car leasing or purchase (see WTW.se9tion above).· '90 L. 

f) 	 Food Stamp Vehicle Limit: See below. 

g) 	 IDAs -- Expand to Include Cars: See below. 

9. 	 Food Stamps: 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 Vehicle Limit: 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 


{.Au'" . (JJ , recognition of the importance of a reliable car for families moving from welfare to work,

I.\tr\l'\~·


..\-0 "OJ~ most states have increased their vehicle asset limits for T ANF. This proposal would give 

{v~~ states the option to conform this food stamp vehicle limit to the vehicle limit used in their . ..~-I IN 

v-x T ANF or Medicaid program, ensuring fatlli1ies that work their way off welfare do not 

-;;;IS 11(3\.;1 suddenly face the loss of their food stamps if they QUY a reliable car. This builds on the 


OJ) executive action we took this summer, which clarified that states could use the higher 

).u I 	 TANF limit for families receiving T ANF funded services, even if they did not receive 

TANF-funded cash assistance. This will cost $1.6 billion over 5 years, and is part of 
broader 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 legal immigrant food stamp benefits (see below), an increase in the 
shelter deduction ($495 million over 5 years) and incr~ased funding for TEF AP ,.... 
emergency food ($20 million appropriation per year). 

b) 	 Food Stamp Outreach: We should propose at least $10 million for FY 2001 for on­
going food stamp outreach efforts, including campaign materials and an enhanced 1-800 
number. In addition, we are examining a $27 million proposal made by HHS for a 

("NeighbOrhood Innovation Program" designed to give grants to help low income working' 
families, and think this could be used for outreach:for Food Stamps, Medicaid, and other 
programs. We are also exploring whether a "Community Food and Nutrition" HHS 
program that Congress funded at $5.5 million for FY 2000 could be useful in this regard. 

, 

c) Improving Nutrition Among the Elderly: Less than 3q percent of the elderly who are 
eligible 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 ($15 
million in FY 2001 and $25 million in '02 and '03) to conduct a pilot program which will 

, 	 ' I 

, 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 stantp 
application process, and provide assistance in completing applications. We plan to 
examine this proposal closely.to see if it is worth supporting. 

d) Food Stamps for Legal Immigrants: see section on Legal Immigrants below. 

, 	 , 

10. Individual Development Accounts: We should support HHS's request for funding the' 
Assets forIndependence IDA demonstration program at full authorized level of $25 million 
and should consider expanding IDA use to include'cars needed to get or keep a job. 
Currently, both the IDA demonstration program and the IDA provisions under TANFallow 
these matched savings accounts for three purposes: to buy a first home, pay for higher 
education, or start a small business. This change could be included in a package of IDA 
technicals that the Corporation for Enterprise Development has proposed and the agencies 
are currently reviewing. Helping families to save for a car reinforces the importance of 
saving while giving them access to a vehicle which will allow them to get a job, keep a job, 
or take advantage ofjob opportunities they couldn't otherwise access, and reduce long and 
stressful commutes. In FY 2000, the Administration proposed $20 million for IDAs, but 
Congress only appropriated $10 million. ' 

11. Homeownership: We are working with NEC to explore a number of options to promote 
home-ownership among low-income families and think this, along with other proposals, 
could be part of a proposal to reduce the "asset gap" among racial and ethnic minorities. We 

. I¥:(, , understand Treasury is developing a proposal to encourage homeownership through a tax 
f" ....... ,f credit that reduces monthly costs for low-income homebuyers. PPI has proposed "no interest 
~~.w'1 second mortgage tax credits" to lending institutions that are willing to make small no-interest 
~(p" . 25 year loan~ to qualified low-income f~ilies t? use as down paym~nts. Incentives could " 
~" also be prOVIded to employers, to help theIr low-mcome employees buy homes, such as Bank 

. 	 of America's Associate Home Ownership Program which was highlighted in the President's ' 
August 3rd welfare town hall. This approach has the advantage of connecting employment 
and home ownership, and enlisting employer participation, but on balance, it probably makes 
more sense to subsidize individuals than businesses: We could certainly highlight leading­
edge companies such as Bank of America, whose 'efforts would complement a tax credit for 
families, in any announcement. ,We are also exploring ways to highlight existing authority to 
use Section 8 vouchers toward homeownership, through publication of housing regulations 
and other administrative actions. 

12. WOTClWelfare to Work Tax Credits: We should support multi-year extension or 
permanent extension of these credits beyond the new December 31, 2001 date. Cost to be 
determined. 

/'~ 13. Transitional Medicaid:' The transitional Medicaid program~ which provides a year of 
ry ~ Medicaid for families leaving T ANF due to increased earnings or child support, is expiring in 

.\-~/ t".. rfl-) 	 . 'x et{l'/{. ~\ 
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FY 2001 and we should propose to extend it. [Need to verify costs, whether HHS proposed 
it, what health team thinks]. 

14. Increasing Targeted Substance Abuse Treatment. We could build on our success in the' 
'FY2000bUdgetproceSSbyreqUestinganadditional increase for SAMHSA's Targeted 


f\1i.~ Capacity Expansion Grant program. In FY 2000 we su'cceeded in getting $114 million, 
@, .> J~ slightly above our request of $11 0 million and more than double FY 99 levels. These funds 
IO"'~\'- are provided on a competitive basis to communities to meet emerging ~ubstance abuse 
I~~':;;; problems and unmet treatment needs .. In past years, a significant number of grants have 
~~~ focused on women moving from welfare to work, and other high priorities such:as Native 

.' 0.5 rrr' g,'(' Americans, youth offen?ers, and H!:'/AIDS. W~ ~ould.also designate.a ??r:ion of these 
\\;"n~#"," resources for treatment In commumtIes who partlclpate.m the fe-entry Inltlatlve. These' 
/1.:~' {~' grants are a high priority for Mayors and for. the Congressiopal Black Caucus, and HHS 
/ I ~vI-.r: ?roposed a substa~tial increase in i~s budget submission. See below for discussion of . 
/) f\r~Ot"'-(), Involvement offatth-based groups In substance abuse: treatment. 

~ 1S. Legal Immigr~nt Benefits: . 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: Our FY2000 proposal would haye provided a state option to cover children 
and pregnant women under CHIP and Medicaid, regardless of when 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 Sen~tors 
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 of when they enter the U.S. This proposal 
would cost about $2 billion over 5 years. The groups identified ~his as their highest 
priority to add to our proposals from last year. ' 

b) 	 Domestic Violence Victims: The immigrant groups say their second priority above our 
proposals from last yearis to 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, T ANF, Medicaid, and CHIP, regardless of 
the date of entry. Cost is likely to be small, but is yet undetermined. 

c) 	 Refugees: 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 
benefi ts from 5 to 7 years. , 

'. d) 	 Food Stamps: 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 eligibie for food'stamps; at (fest of$\iOmillion over 5 years. (The 1997 
Agricul~ural Research Act covered those alieady elderly as of 8/96.) 

There is growing support for a much broader restoration, which would make all legal ' 
immigrants eligible for foo~ 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 restoratiqns made 
by the Agricultural Research Act.) This proposalwould cost $975 million over five years. ' 
This broader restoration was included in bipartisan anti-hunger legislation introduced by, 
Senators Specter arid Kennedy and Rep'resentativeS 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 
incr~ased funding for TEF AP - emergency food ($26 million appropriation. per year). 

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 of date of entry). . . 

e) 	 SSI Disability Payments: SSI payments for the poor disablec\. also confer Medicaid 
eligibility. The Balanced Budget Actof 1997 restored disability an.d health benefits to 
380,000 legal immignmts who were in U.S: before 8/96 and become disabled after entry. 
Our FY 2000 budget would have restored eligibilIty for SSI and Medicaid to legal 

. immigrants who enter the country after that dateifthey 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' needs to be rescored but will be much mor~ expensive 
this year, since with th7. passage'of time more immigrants would qualify., 

Neither the Balanced Budget Act nor our., FY2000proposai restored SSI to the p'oor 
elderly who are not disabled (who would be covered under SSI if they were citizens and 
~many ofw,hom 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'donot have ascore of the cost ofthis addition. . . 

16. Promoting JJ~~:nity:' There are a vari~ty of proposals we could make to 
promote faith and community including ones to increase charitable giving to community­

. based organizations, improve the performance of-nonprofit cominunity based groups, al1d 
increase the involvement of faith-based institutions in providing social services, including: 

a) 	 Deductibility of Charitable Contributions for ~onitem.zers: 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 aboye a certain 

,floor. In addition to affecting the total. amount of Gharitable contributions, allowing non­
itemizers to take such a deduction could also affect the proportion of gifts going to 
different types of recipients since non-itemizers gifts disproportionately benefit religious 
organizations and social serVice groups asop'posed to educational institutions and private 

". 	 ' 



foundations. ere are a number of ways this proposal could be structured, which could 
cost from 2, to $6 billion a year. 

b) 	 Allowing Charitable Giving UntilApril1S: 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 Investment Income of Private Foundations: Private foundations pay an 
excise tax on their net investment income, which includes interest, dividends; and net 
capital gains and is reduced by expenses incurred to earn this income: While the intent of 
the distinction between a 1 and 2 percent rate of tax on investment income was to prevent' 
foundation disbursements from falling, the mechanism is unduly complicated and may 
even reduce foundation giving. This excise tax should be eliminated or modified. Cost 
to ~e determined. 

d) 	 Improving Disclosure by Charitable Organizations: Because of the public nature of' 
charities, their tax returns are open to the public and by far the most important source of 
public information about charitable organizations are the IRS Forms 990 annual 
information returns. Over 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 ofForms 990 would 
make iteasier for the public to access this information and reduce fraud. 

e) 	 Nonprofits Capacity Building Program (NCBP): 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 and community-based organizations through 
development centers nationwide. Two approaches to this concept include: 

Option 1: Creating a Nonprofit Capacity BuildingProgram (NCBP) to provide training 
and management assistance to nonprofits. The four objectives of the NCBP would be: 1) 

~~\(\"- to strengthen the capacity and effectiveness ofthe nonprofit community; 2) to increase 
'f ~&, tf/, 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 
r \/<t, ,assistance delivery system to more nonprofit organizations. ' ' 

G/I~~ " , 

\£ .•;,J The structure of.the program could ~e.through gra~ts mad~ by a Feder~l agency (i.e., ~ 'I~~~~ f~ HUD) to StatewIde nonprofit aSSOCIatIOns or techmcal aSSIstance prOVIders (501(c)(3» , 
IV "}--~ who would then provide services to otherhonprofit and community-base~ organizations. 

«~".ri 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 nonprofits with start-up, 

,.1i ~ budgeting and financial management, marketing; fundraising, board development, 
;8SU~r 



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 databases about nonprofit organizations. 

Option 2: Provide these type of services through existing programs, such as the Small 
Business Administration. We are going to talk to SBA about this approach but our initial 
sense is that there exists institutional hesitancy on the part of both SBA and nonprofits to 
pursue this path because of some ofthe different needs and goals of small businesses and 
nonprofits. ' 

Social Venture Capital Fu~d: We are working with NEC to explore, the idea ofsetting 
up a quasi-governmental social venture capital fund to make investments in social 
programs in priority areas such as education/training, child care, and other anti-poverty 
initiatives. The Fund would draw its staff from the private and non-profit sectors and not 
be part of the civil service. Salaries would be pegged to the perforrilance of the programs 
to improve incentives for the staff to identifY promising programs and cut off funding for 
repeatedly poor performing programs. The fund could be modeled after Venture Capital 
Funds, but investments would be targeted to effectiv~ social programs. Formulas would 
be developed to account forthe social value of the programs to determine clear returns to 
capital. . 

~ g) Second Chance Homes: Provide funding thfough HHS for second chance homes, ~ ~ 
~ including homes funded by faith-based organizations, to teen parents to help them and /..ey 

. (~J\¥ their children succeed. Perhaps these funds could fall under the rubric of preventing ~ (J'.-.. 

P-'~~child ~eglect, and co~l.d be funded through IVB or IVE programs (will coordinate with 

'4\~ "1~/,F our chIldren and famihes team). States c~n use TANF funds for these purposes. 

oP~;\\T~ . ' ' "~(()6-"p
'~ h) Assistance to Children of Prisoners: Propose new funding in the HHS Commlini~ tn I 

~ Services Block Grant programs to fund community and faith-based qrganizations to assis~~ 
~\t,t~~ r:.~. children ofprisoners (current CSBG funding is about $500 million per year). -This could 
~If~ perhaps be coupled with the other ex-offender ~osals, including possible faith-based , 

10. ~~.f/ . ministries in re-entry programs. j)Q)'-; ~ t(j (1( ..11 ~~ -fw'o (}-t:1 ~oI ~? 
\o~\'I\\ff\~ , -):.( ~ ..• , A, f\wt /,0// L4t1 fV'- , 

etJI Faith Based Involvement in Substance Abuse Treatment, Juvenile Justice, and 
~ After-Schoo. I Programs: Propose to allow federal substance abuse treatment, juvenile t 

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 ' 
l?ill. AHouse bill, by Representatives Watts . nt, allows faith~ased groups to ~. 
receive funded through both SAMSHA an edicai. (Currently, faitn-based groups, can 'f' 
be Medicaid providers only ifthey are actual ' care providers (for example a 

, Methodist hospital) or are involved m certam outreach actlvitIes). The Juvemle Justice t.t" 

. J bill in conference included provisions allowing faith-based groups to provide certain K 

v:~~) ~.Mservices. Faith-based groups are not currently eligible for direct! funding through the 21 st f}/ 
at"' ~J~ Century Commun~ty Learning Centers program,bu~ the Department ofE~ucat~on has 

,(,t"~ 'made cl~t~~, that faIth-based groups can be partner WIth programs that receIve dI~ec,t fun~. f. ri " ~ ~, 
, ,,;~..t;~"O\- i!~~*'1. ~~-k... --lAon. Ht ,I.k~ ~~""/l(.4

1'~1~ ~r!.:~'~16¥~;(J(~.~ VHf') ~#r~j, 
2 ~~'~~~Jeli(,WHS~~,,- " '~iVl~~1 p~t11< 

.1Q.£-~ p~IQ"h::Y . 

. SS[)6 ~ ... ~~IU..I 



17. Tax Credit for Work Expenses for People with Disabilities: We should propose again the 
tax credit developed by our health team, which would providing a $1,000 tax credit for work­
related expenses for people with disabilities. Under this new proposal, workers with 
significant disabilities would receive an annual $1,000 tax credit to help cover the formal and 
informal costs that are associated with employm~nt, such as special transportation and 
technology. Last year, this tax credit was estimated to cost $700 million over 5 years and 
projected to help 200,000 to 300,000 Americans. 

18. Increased Access to Technology for People with Disabilities: We should make again the 
proposal NEC developed for last year's budget which would: (1) help make the federal, 
government a "model user" of assistive technology; (2) support new and expanded state loan 

, programs to make assistive technology more affordable for Americans with disabilities; and 
(3) invest in research, development and technology transfer in areas such as "text to speech" 
for people who are deaf, speech recognition, and eye tracking for people who cannot use a 
keyboard. Last year's proposal cost $35 million in FY 2000, more than doubling the 
government's current investment in deploying assistive technology. ' 

t19JLabor Department Funding for Employment of People with Disabilities: The 
0Department of Labor has proposed $148 million in FY 200 I' to help increase the employment 

ofpeople with disabilities. The concept is worth considering, but we need to work with DOL 
and OMB to better define 'what the funds would be used for. ' 

~") ~.' //1 f3:, ("" Ilp~$~, .~. \'\'~' .. '1l IJ' L d UH 
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Various Ways to Package Welfare Budget Ideas 
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~ 

" Promote 
Responsible 
Fatherhood 

Support· 
Working 
Families 

Help People 
. Get to New 

Jobs 

Move More 
People from 
Welfare to 

Work 

Encourage 
Saving and 

Asset 
Building 

Promote 
Faith and 

Community 

Foster 
One 

America 

1. Child Support Enforcement ..J 
'--J 

..J " 2. Welfare to Work Grants ..J . ..J ..J 
3. VP Fatherhood Ideas ..J ..J ..J 
~.Ex-Offender Employment " ..J 
5. Nontraditional 

Employment for Women 
..J ..J . 

6. Tribal Welfare Reform " " 7. Housing Vouchers " ..J 
..J " " ~...... ' 

8. Transportation :V. ' ..J . --­
9. Food Stamps ..J ..J ..J 
10.IDAs " 

..J ..J ..J ..J 
~........ 

11. Homeownership , ..J ..J ..J 
~,........"", 

12. WOTC/WtW Tax Credits ..J 
13. Transitional Medicaid . ..J -\j 
14. Substance Abuse Trtmnt " ..J ..J 
15. Legal Immigrant Benefits ..J ..J 
T6. Promoting Faith and 

Community 
..J ..J 

17. Work Expense Tax Credit 
for People with Disabilities 

..J 1-­

" 18. Technology for People 
with Disabilities 

..J 
- " -

19. Funding for Employment 
of People with Disabilities. 

..J ..J 



Decem ber 7, 1999 

Children's Defense Fund 

Mr. Jack Lew 
Director 
Office of Management and Budget 
Old Executive Office Building 
Washington, D.C. 20502 

RE: Children's Defense Fund FY2001 Budget Priorities 

Dear Mr. Lew: 

As the Administration begins to set budget priorities for the next fiscal year, we urge you to consider the following 
priorities of utmost importance to children: 

CHILD CARE 

We appreciate the President's continued recognition of the importance of child care for working families. However, 
we were disappointed by your recent comments to the press that indicated the Administration won funding for all of 
its priorities in FY2000. With four bipartisan victories on the Senate floor to increase investments in child care in 
1999, we joined millions of families throughout the country in hoping that any final budget bill would include a 
significant increase in child care. Unfortunately, child care funding was not a priority for the conference committee 
this year. Therefore, we urge you to maintain and expand the Administration's commitment to a substantial new 
investment in child care and after-school programs in FY200 I. We urge the Administration to: 

• 	 Increase the Child Care.and Development Block Grant (CCDBG) by $20 billion over the next five years with 
an $818 million increase included in the discretionary funding portion ofCCDBG to increase total discretionary 
funds to $2 billion to be made available October 1,2000. 

• 	 Restore the set-aside of $50 million for infants and toddlers and $10 million for research to be available 
October I, 2000. 

• 	 Maintain the set-aside of $172 million for improving child care quality and the $19 million for school-age care 
and child care resource and referral services in the CCDBG. 

• 	 Increase Head Start by $1 billion in FY2001. We were heartened to see the Administration expand its 
commitment to Head Start this year in order to meet the higher quality set-asides. It will be important to 
continue to support substantial new investments in both Head Start and Early Head Start in order to reach more 
children, help Head Start meet the needs of working families, and continue to bolster program quality. 

• 	 Provide $10 billion over five years in mandatory funding for a new Early Learning Fu~d to ensure that all 
children can enter school ready to learn. This will allow communities to expand and improve the quality of . 
child care, create new early education opportunities for children, including infants and toddlers, help Head Start 
meet the needs of working families, and provide parents with information to help ensure that their children get a 
good start. . 

• 	 Expand.the sliding scale for the Dependent Care Tax Credit (DCTC) and make it refundable to help the lowest 
income families with the cost ofchild care. 

25 E Street NW 
Washington, DC 20001 
Telephone 2026288787 
Fax 202 662 3510 
E-mail 
_cdfinfo@childrensdefense.org 
Internet 
www.childrensdefense:org 

www.childrensdefense:org
mailto:cdfinfo@childrensdefense.org


CHILD WELFARE SERVICES 

In order to help states achieve the goals of safety and permanent homes for children, as envisioned by the Adoption 
and Safe Families Act, we recommend that the Administration include a new $200 million down payment for a 
Child Welfare/Alcohol and Drug (AOD) Partnership in its FY200 I Budget. 

An estimated 40-80 percent of children in the child welfare system today have families with alcohol and drug 
problems. Although two-thirds of the families need alcohol and drug treatment, less than one-third actually receive 
it. New partnerships between child welfare and AOD agencies are needed to ensure safety and permanent homes for 
these children and appropriate alcohol and drug treatment and prevention services for their families. The 
Department of Health and Human Services laid the groundwork for such a partnership in Blending Perspectives and 
Building Common Ground, the April 1999 Report to Congress on Substance Abuse and Child Protection, and in the 
Stakeholders meeting, jointly sponsored by the Administration for Children and Families and the Substance Abuse 
and Mental Health Services Administration, in early November. 

To ensure meaningful collaboration between the two systems, the Child Welfare/AOD Partnership should require 
the state child welfare and substance abuse agencies to jointly plan, apply for, and administer the new grant funds, 
and contribute to the state match. Gran~s also should be administered jointly by the Administration for Children and 
Families and the Substance Abuse and Mental Health Services Administration in HHS. These grant activities 
should be focused on families with alcohol and drug problems who come to the attention of the child welfare 
system. 

An increase in resources and flexibility will allow child welfare and alcohol and drug agencies to implement a range 
of comprehensive individualized alcohol and drug prevention and treatment services; improve screening and 
assessment procedures; eliminate barriers to treatment and to child safety and permanence; develop effective 
engagement and retention strategies; provide cross-system training; improve data collection; and evaluate states' 
progress in all of these areas. ' 

PREVENTION/ AFTER-SCHOOI.JJUVENILE JUSTICE 

The $250 million increase in FY2000 for the 21 st Century Community Learning Centers Program was a hopeful 
signal for the millions of children home alone, without adult supervision, each week after school. However, this 
program is still extremely modest given the number of young children as well as teen-agers who do not have access 
to constructive after-school activities. Substantial new investments are still needed given the role that after-school 
programs can play both in keeping children safe from harm and in helping them stay on track academically. We 
urge the Administration to: 

• 	 Increase the 21st Century Community Learning Centers by $550 million to a total of$1 billion to help schools 
and community-based organizations start, operate, and expand programs for children and youth. 

• 	 Expand Title V, Local Delinquency Prevention, from $95 million to at least $250 million. Title V is a 
prevention program worthy of continued and increased support. It represents an effective model of community 
collaboration in which community stakeholders -- including locally elected officials, law enforcement, private 
nonprofit organizations, and youth workers -- come together to develop a plan for juvenile delinquency 
prevention. This cost-effective program that keeps children and communities safe, has been increased but 
continues to receive a fraction of what new punishment initiatives like the Juvenile Accountability Incentive 
Block Grant receive (unauthorized but funded at $250 million). 

• 	 Increase the Juvenile Justice and Delinquency Prevention formula grants to states and communities by $268 
million to ensure a strong juvenile justice system that holds children accountable, helps them get back on track, 
but does not put them in adult jails and prisons or undermine their potential to become productive members of 
the community. 
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STRENGTHENING FAMILIES 

We are pleased that efforts to cut the Temporary Assistance for Needy Families (TAN F) block grant were 
unsuccessful in the FY2000 budget, and urge the Administration to take the strongest possible stance in FY2001 to 
prevent cuts from taking place. The final T ANF regulations published last April are extremely helpful in clarifying 
to states the many opportunities to use TANF funds wisely to provide work supports for families seeking to leave 
welfare. However, additional cha.nges would encourage investments in the supports families need. We urge the 
Administration to: 

• 	 Restore funding to $2.3 billion for the Social Services Block Grant (Title XX) to assist states in meeting the 
diverse needs of children and families. 

• 	 Exempt months in which T ANF recipients work and yet remain eligible for reduced support from counting 
toward the time limit. 

• 	 Allow a broader range of activities to .count toward the required hours of work participation, inc hiding post­
secondary education, training, and other activities states judge to be appropriate parts of an individual's 
"personal responsibility plan" intended to enable parents to overcome barriers to employment. 

• 	 Allow states with caseload declines of more than 20 percent since August 1996 to increase the percentage of 
exemptions from the time limit allowable under TANF. 

• 	 Provide funds for at least an additional 100,000 Section 8 housing vouchers for FY2001. 

• 	 Restore Food Stamps for legal immigrants still denied this assistance, including parents of children, elderly 
between the ages of 60-65, and immigrants who enter the country legally on or after August 22, 1996. Food 
stamp cuts affecting families with high shelter costs should be rescinded. 

• 	 Reauthorize the Welfare-to-Work block grant. Now that the eligibility criteria are less restrictive, we have 
every hope that states will spend more of their Welfare-to-Work block grant funds. The Administration should 
continue to press for an additional $1 billion. 

• 	 Provide block grant support for services for noncustodial parents. The Fathers Count bill that passed the House 
in the 1061h Congress would provide $150 million for various jobs, parenting, and other services to help fathers 
be a positive presence in their children's lives through fmandal and other forms of support. We support these 
services for noncustodial parents (fathers or mothers), although we also support stronger protections for 
custodial parents at risk of domestic violence. 

• 	 Make the child tax credit refundable. Families with children with the greatest need have little federal income 
tax liability and can only benefit when tax credits are refundable. 

• 	 Expand the Earned Income Tax Credit by providing help to families with more than two children. An 
expanded EITC would recognize the costs of child-rearing more accurately than the current formula. 

3 
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CHILDREN'S HEALTH 

The Childhood Immunization program (Section 317) is the primary federal source of funds for immunization 
infrastructure, including assessment of population-wide immunization rates, vaccine preventable disease 
surveillance, public education and outreach, and vaccinations in public clinics for groups whose health insurance 
does not cover vaccinations (the Vaccines for Children program is essential in paying for vaccines for uninsured or 
Medicaid-insured children, but not for under-insured children). The Section 317 and Vaccines for Children 
programs complement each other and provide the states and public health officials with the resources they need to 
continue to increase (as well as maintain) childhood immunization rates. We urge the Administration to: 

• Fund the Childhood Immunization program at $585 million. This is a $95 million increase over the FY2000 
funding level of$490 million. The increased appropriation for Section 317 is essential to sustain infrastructure 
and outreach initiatives as well as to adequately fund necessary vaccine purchases. 

• Provide sufficient funds to give states the option to provide legal immigrant children health coverage through 
Medicaid and the Children's Health Insurance Program (CHIP). 

CHILD SUPPORT ENFORCEMENT 

We understand the Administration is considering a substantial revision of the federal role in the child support . 
enforcement program. It is essential that funding changes encourage the additional commitment of state and federal 
resources to this under-resourced program, and not reduce federal investments. Reducing the federal commitment 
would result in significant setbacks in the collection and enforcement of child support obligations for millions of 
children. Under this Administration, states have made some progress in improving paternity establishment, 
enforcement of orders, and child support collections. We urge the Administration to continue to bolster states in 
their efforts, rather than reducing the federal government's investment in the program. 

We also urge that the federal government take a leadership role in exploring how to make child support a more 
reliable source of income for low-income single parents struggling to support their children through work. Funding 
for child ,support assurance demonstrations would be an important step in this direction. Similarly, states should be 
encouraged to pass through to families at least some of the child support dollars collected on their behalf and to 
disregard some or all of the amount passed through in calculating assistance levels. 

IN SUMMARY 

No doubt, there are many competing priorities under consideration as part of the FY2001 budget. However, if we 
can find the resources to ensure the Pentagon enters the next millennium secure, we ought as well to find the 
resources to ensure that our children enter the next millennium equally secure. While overall poverty is declining, 
the number of poor children still remains unconscionably too high at 13.5 million. As you know, poor children are 
at risk of poor nutrition, low educational performance, and much lower future earnings as adults. This 
Administration can lay the foundation for a better future for our children. For the President's final budget 
submission, please consider a major investment in children so that the legacy of this Administration will truly put 
children first. 

Sincerely, 

Marian Wright Edelman 

CC: Secretary Donna Shalala 
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n teacher scholarships? 

CHILD CARE ,/ 
1. Move CCDBG to discretionary side, scale back to $Sb overs 
2. Scale back Early Learning Fund if possible t..v4.:J~r/.h" -:-j 
3. An· inexpensive paid leave demo . . . . . . 
4: \Mla~ver yqu recommend on SSBG . -JrC . .,'A..:... : 

S' , a+l pt.,.... 11)-J.. " v ~$ 81Z\" VI ~C{,~ 

WELFARE/FOOD STAMPSIIMMIGRANTS 
.1. Child support enforcemenVdistribution rules/pass-through: 100m/YI \llIdyue·more if we can come up 
with a good enforcement idea) . 
2. Competitive grants for welfare-to-work: 2S0-S00m, with another SOp-7S0m of formula grants in the 
out-years (and extend the 3-yr deadline for when they can spend down the $). We're looking at the VP's 
proposal for work requirements for fathers. 
3. Cars-to-work:. Raise the food stamps vehicle Umit (1.6b over S), plus perhaps a few other cheap bells 
and whistles 
4. IDAs: 2Sm . 
S. Food stamp outreach: 10m (We're also looking at USDA's proposal on elderly nutrition) 
6. Whatever you think we can get on immigrant benefits 
7. Re-entry: DOL has proposed a training program for ex-offenders; we're also looking at a DOJ proposal 
on fathers leaving prison. Maybe we should .combine all these fatherhood proposals together into a single 
pack~~. 

. '\ 4/1Kt.c.. 
. In the no-cost'department, we'd like to expand charitable choice to whatever social services programs we 
can. 



Rachael F. Goldfarb 

12/02/9907:08:14 PM 


Record Type: Record 

To: 	 Cynthia A. RiceIOPD/EOP@EOP, Julie K. AndersonIWHO/EOP@EOP, Daniel Sakura/CEQ/EOP@EOP, 
Carl HaackeIOPD/EOP@EOP 

cc: William G. Dauster/OPD/EOP@EOP 
Subject: Low Income Homeowner Tax Credit ' 

Bill Dauster suggested that you also join us -- I, simply forgot to place you on our list. But I have remedied 
that problem, and you will receive, all future notices for, the group. 

Thanks, 
Rachael 

---------------------- Forwarded by Rachael F. Goldfarb/OPO/EOP on 12/02/99 07:05 PM --------------~,------------

rr"-:';~, Rachael F. Goldfarb 
{' ~-".'.'.'. 12/02/99 07:01 :45 PM 
>'" 	 , 
~ 

Record Type: Record 

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

cc: 

Subject: Low Income Homeowner Tax Credit 


o 0 
Replace2.wk~eplace2.mr 

H.ello Everyone, 

I have managed to talk with most of you (or your assistants) on the phone regarding the meeting that 
Sarah Rosen Wartell would like to convene on low income homeowner tax credits. She would like to 
hold the meeting on: 

December 9, 1999 	
( 

2: 30 pm in Room 231 of the OEOB 

I have compiled your emails into a list so that we can email you any future announceme,nts about 
meetings or pass along any relevant documentslinformation. Please email me if there is anyone you 
would like me to include on this list (including assistants, if you'd like them to receive any meeting notices 
as well.) 

Lastly, I have attached two documents on Homestead Mortgages as a substitute for Mortgage Revenue 

http:Replace2.wk~eplace2.mr


Bonds. Please email me or call if you have any difficulty opening the attachments an.d would like me to 
fax them to you. (456-5351). . 

Thank you, 
Rachael Goldfarb 

Message Sent To: 

William G. Dauster/OPD/EOP@EOP 
Jason Furman/OPD/EOP@EOP 
Paul J. Weinstein Jr.lOPD/EOP@EOP 
Andrea Kane/OPD/EOP@EOP 
Leonard.Burman@do.treas.gov 
.Bruce.Davie@do.treas.gov 
michael.barr@do.treas.gov , 
gary.gensler@do.treas.gov 
greg.baer@do.treas.gov 
cliff.kellogg@do.treas.gov 
Jacquie_Lawing@hud.gov 
Susan_M._ Wachter@hud.gov 
matthew_ o._franklin@hud.gov 
xavier_desouza_briggs@hud.gov 
Alan B. Rhinesmith/OMB/EOP@EOP 
Francis S. Redburn/OMB/EOP@EOP 
Joseph J. Minarik/OMB/EOP@EOP 
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A PROPOSAL FOR "HOMESTEAD MORTGAGES" 

Summary: 

• 	 The tax code would be amended to allow State and local housing finance agencies (HFAs) 
to designate qualifying mortgages as "Homestead Mortgages" (HMs) as.an alternative to 

. 	 ". 

issuing tax-exempt mortgage revenue bonds (MRBs). Each HM would be charged against 
State private activity bond volume caps in a manner calculated to maintain revenue 

neutrality. 

• 	 Originators ofHMs would be allowed a tax credit, calculated monthly, equal to a percentage 
of the HM's unpaid principal. The tax credit would be taken into taxable income. 

• 	 HMs would come in two varieties: 

"regular" HMs would require mortgagors, eligible under the MRB rules, to pay 
interest at a rate equal to about 85 percent of conventional mortgage rates; 

HMs for use by qualified mortgagors in targeted areas [and to rehabilitate historic 
homes in Jhose areas] would require mortgagors to pay interest at a rate equal to 
about 70 percent of conventional mortgage rates. 

• 	 Subsidies provided to home buyers through HMs would, on a revenue neutral basis, be about 
four times the subsidies provided throug~ MRBs, thus 

. "regular" HMs would provide about twice as many home b.uyers with twice the 
subsidy provided through MRBs, or 

"special" HMs for lise in targeted areas would provide about four times the subsidy 
to the same number of home buyers assisted through ~RBs:" 

How Homestead Mortgages Would Work. 

1. For every $1 of private activity bond volume cap allocated to an HF A (or, in the case of 
issuers of veterans mortgage bonds, the section 143(1)(3) volume limitation) the HF A could, 
in lieu of issuing an equal amount of bonds, elect to certify $2 of "regular" HMs or $1 of 
"special purpose" HMs. These offsets maintain revenue neutrality relative to current law. 

2. Regular HMs would be for those home buyers qualifying under the current law ru"les for 



MRB-financed mortgages, e.g., meeting the first-time home buyer rule, having a qualifYing 
level of income, and buying a house within the purchase price limits. Similarly, regular HMs 
would be available for qualifYing :veterans in the five States where veterans mortgage bonds 
may be issued under current law. These mortgages would be fixed-rate mortgages amortized 
over a standard 30-year period but the credit would only be available to the mortgage 
originator (MO) during the first 10 years. If the mortgage had not been prepaid at the end 
of 10 years monthly payments would increase .to what they would have been with a 
conventional mortgage at the conventional rate applicable at thtnime of originat~on. 

3. The annual credit rate for regular HMs would be 15 percent ofthe conventional rate. The 
MO ofa regular HM woulq,. on a monthly basis, be allowed a tax credit equal to one twelfth 
of the annual credit rate times the outstanding principal, so long as the mortgage was not in 
default. The annual credit rate would be set at 15 percent of the conventional rate (FHLB 
rate?) on 30-year mortgages for the day the MO gave the home buyer a "lock" on a mortgage 
application. The credit would be taken into taxable income by the MO. In principle, an MO· 
with a sufficient tax liability to use the credit currently should be indifferent, for example, 
between a conventional mortgage with a7.75 percent interest rate and a regular HM with a 
6.5875 percent interest rate. This indifference is not dependent on the MO;s marginal tax 
rate. 

4. The MO could sell the HM into a securitized pool of mortgages, but if so, the MO, as 
. serVicer of the HM, would make payments into the pool identical to payments made with 
respect to a conventional mortgage. Since .the MO would be making payments iri excess of 
those received from the mortgagor, the MO would be "financing" these payments until 
"reimbursed" by recognizing the credit by reducing quarterly estimated tax payments. The 
MO would be compensated for this. added expense, as explained below.· 

5. An MO could sell remaining rights to credits and payments from mortgagors (and 
obligations to make payments into a mortgage pool) to another entity. An MO might want 
to do so if expected tax liabilities to be offset with credits did not materialize. 

Q. Special purpose HMs would be for homes in targeted areas, 'Yould have an annual credit 
rate set at 30 percent of the interest.rate on conventional mortgages, and would otherwise be 
similar to regular HMs. The current law targeted area ruies (higher income and purchase 
price limits) would carry over with respect to qualifying census tracts. (70.percent or more 
of families having incomes of80 percent or less ofthe State's median family income). The 
rules for designated "areas of chronic economic distress" (which require HUDapproval) 
would be modified. Designations made more than 5 years ago would automatically expire. 
Other current designations would expire 5· years after their date ofdesignation and new 

designations would expire after 5 years. Empowerment Zones and Enterprise Communities 
would be added to the. list of targeted areas. [In addition, special purpose HMs of up to 
$200,000 could be used by for rehabilitation ofhomes in historic districts or on the National 
Register ofHistoric Places that are also located in targeted areas.] 
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7. Housing agencies could designate the home buyers eligible to receive HMs in one or both 
of two methods: 

a. dire,ctly, by issuing eligibility certificates to qualified buyers who would then shop 
for the participating MO offering the lowest net-of-credit interest rate. 

b. through agreements with nonprofit community housing organizations or local 
housing agencies that would issue eligibility certificates, perhaps conditioned upon 
'completing a home buyer education program. 

The certification proce$S would include classifying home buyers In terms, of credit 
worthiness. 

Housing agencies would be free to adopt additional restrictions on eligibility both to further 
State or local housing policy goals and avoid excess demand forHM$. 

7. The section 143{m) recapture rule of current law would be amended. Under current law 
the recaptured "federally-subsidized amount," cumulates over the first 5 years ofa mortgage 
financed with MRBs at a rate of 1.25 percent of the principal of the mortgage per year. The 
amendment would make the federally subsidized amount equalto the cumulative credits over 
the first 5 years associated with the taxpayer's individual mortgage. These amounts would 
be reported to the taxpayer annually on Form 1098.', 

Additional Details regarding Tax Credit Mortgages 

The following is suggested as a framework for assuring that the subsidy provided by HMs 
appropriately passes through to the mortgagor. The' main feature of this framework is that it 
separates the certification of eligible buyers and determination of their credit worthiness from the, 
mortgage origination process. 

2. The HF A contracts with one or more entities to act as "certification agents" (CA). For example, 
CAs could be non-profit housing agencies, local government housing offices, or mortgage 
companies who are not "qualified mortgage originators" (MO). The HF A could itself act as a CA. 
Potential home buyers would be certified by a CA as meeting the applicable MRB rules, e.g., their 
level of income is low enough" they are first-time buyers, and that they meet what ever other criteria' 
the HF A might impose. CAs would also perform the credit, net worth, and income testing usually 
done to qualify mortgagors. A certain amount ofhome-owner education might be required prior to 
"certification." The CA would also classify the home buyer with respect to repayment risk. The CA 
would then certify the home buyers as eligible and specify the maximum monthly payment and 
down payment they can afford and indicate the applicable risk category. A copy ofthe certification 
would go to the HF A. The home buyer would take the' certification to a par:ti.cipating MO. 
Certifications would expire after [3] months, 
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CAs would have to be compensated for their services by hou,sing agencies. Under HF A - CA. 
agreements, CAs might be allowed to charge a modest fee [e.g., $100] to potential buyers whom they 
certify but such agreements should not allow CAs to charge whdt the market will bear. On net there 
ought to be some payment going from the HF A to the CA with tThat cost being recovered by the HF A 
through fees paid by MOs, as indicated below. ' I ' , " 
3. Housing agencies would select a set ofqualified MOs'through an open competitive process held 
periodically. Potential MOs would submit bids t6 originate a specific volume of qualifying 
mortgages by a date certain, specifying the maximum percendge of the benchmark mortgage rate 
they would charge to the mortgagor with respect to the different categories of risk into which home 
buyers would be certified by CAs. (This would follow. the cu~ent law determination of effective 
mortgage rate in section 143(g)(2) of the Code, the provision jlUS,ed to take points into account in 
determining that the rate on a MRB-supported mortgage is no more than'l.125 percentage points 
higher than the bond yield.) The benchmark mortgage rate might be the weekly FHLB rate for 30­
year, fixed-rate mortgages. A potential. MO would also specify minimum "lock-in periods." 

To' compensate HF As, MO~ would be charged a fee based on thJ volumeofHM origination awarded 
to them. Since the fee structure would be announced in advancb, potentialMOs would be expected. 
to take it into account when making their bids. A statutory ca~ could be placed ?? such fees. 

The award' 0 f authority ~o' create specific amounts of tax -credit lortgages'to M Os selecte~ by HF As 
through this competitive process would be made public, alongjwith the terms of the winning bids. 
In particular, this information would be conveyed to CAs so that tpey could use it in counseli~g 
potential home buyers. ' 

4. A home buyer would take,his certification from the CA to a MO (or sh.oP around among MOs). 
MOs could offer a mortgage with an effective rate no higher tlian that specified in their agreem'ent 

with the HFA. The MOwould not be required to issue the mohgage, but would have an incentive 
to do so (as long as the MO had unused authority left) because 6fthe non-refundable fee paid to the 
HFA. Issuance of the mortgage would be reported to the HF Pi and the certifying CA in sufficient 
detail to allow such agencies to check to see that the mortgage c6nforms to the MO-HFA agreement. 

MOs would have to recover their paymen;s to housing agenciL and any extra costs they incur in 
driginat~ng these mortgages; ,This com~erisation would"c?me injthe form ofan allowable half a,point 
to be paId by the mortgagor at the closmg plus a smalldlfferen~e between the percentage credIt rate 
and spread between the interest rate paid by the buyer and the benchmark mortgage rate. This 
suggested framework relies on an open competitive process to kbep the difference between the credit 
rate and the spread to a minimum. A maximum difference coJld be specified legislatively 'but that 
might become a de facto minimum. ' , 

In particular, MOs would have to be compensated for the time lag between when interest income 
would normally be received and the "cashing" ofthec.redits in connection withquarterly estimated 
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tax payments. The MO would be the taxpayer eligible for the credit. If the mortgage was transferred 

to a pool (securitized), the MO would make a payment into the p~ol at the benchmark mortgage rate, 

as if the mortgagor were paying that rate. Thus, from the pbol's perspective, HMs would be 

indistinguishable from conventional mortgages. 


5. The amount of the credit is determined each month on the bris of the unpai~ principal balance 

and can be claimed by MOs only as payments by the mortgag9r are actually made. At the end of 


: each year, the MO (or servicer) would provide the mortgagor with a statement similar to IRS Form 
1098) currently provided to verify the amount of mortgage iclterest that may be deducted'. The 

. I 

amount of the tax credit for the year claimed by the lender would appear as additional information 

on this form. These reported credit amounts would form the base! ofthe recapture mechanis~ should 

the mortgagor sell within the ten-year recapture period (see sec1tion 143(m)). This information on 

Form 1098 wouldalso assist the IRS in checking compliance. 


6. Even with this framework there is the danger thatthe compensation of the housiqg agencies and 
, I , " ' , 

CAs will sop up too much of the subsidy. Perhaps natural political forces can be relied upon to 

minimize those expenses. On,e technique would be tO'require hbusing agencies and CAs to post o,n 

a web site appropriate infoITnation about their operations, fdes ,etc. so, that interested' housing 

advocacy grol-lPS, journalists, and politicians could see what's 'going on: Per!'Iaps there ought to be 

a public approval process similar to section 147(f) before agenties can access the volume cap. 


Walking Through Spread She~ts I .. 
Parameters: The attached summary spread sheet lists in bold the parameters used to calibrate the 

consequences of mortgages supported by MRBs and HMs, in co~parison to conventional mortgages. ' 

The non-bold parameters are derived from those listed in bold. IThebenchmark interest rate for 30­

, year fixed-rate mortgages is on line L The annual credit rate specified on line 4 for a special HM 
is derived as 30 percent ofthe benchmark rate. (Fixing the credIt rate in absolute terms gives "bad" 
results when the benchmark rate varies over broad ranges.) Thb MRB rate is also set as a fraction 
of the benchmark rate. The fraction shown on line 5 was arbitfarily chosen to set the interest nite 
on MRBs at 6 percent when the benchmark rate is 7.75, which ritirrors current market relationships. 
The interest rate' on mortgages supported by MRBs (line 8) is d~rived from the spread set by HF As '-.. 

between that rate and the bond yield on the MRBs. Current law Iallows a maximum spread of 1.125 
percentage points. ' The initial 'spread sheet assumption is a 1 percentage point spread that results in 

. I ' 

rates on mortgages supported by lVIRBs being 75 basis points belo\y benchmark rates. This appears 

to be typical ofMRB programs, based on an examination ofSthte HEA web sites., , 


Revenue losses from having tax-exempt bonds outstanding are ~ased on the assumption that taxable 

bonds would be outstanding had ~RBs ~ot been ~ssued. , The parameter for the spr~ad between


l
taxable and tax-exempt bond rates IS On hne 9 and,the tax rate for bond holders on lme 15. The,' 

revenue cons~quences of either lVIRB mortgages or HMs are aliso affected by itemized deductions 

(interest, first-year points and property taxes) taken by'home ovJners. For this purpose a mortgagor 

tax rate is set (line 17)" a property tax rate specified (line 18)!' 'and· an offset for a portion of the 
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standard deduction foregone as a result of itemizing .. The latter is set on line 21 somewhat below 
the standard deduction for ajoint return on .the assumption thkt some other itemized deductions 
would be claimed when the home:-owner ded~ctions are enougll to switch taxpayers into itemizing. 

.' " I 

The spread sheet provides a test. to assure that the MO is not suffering a loss ,from the obligation to 
put into a mortgage pool some cash before being "reimbursed" b1y the credit. The "premium" on the 
mortgage rate charged by the MO is listed on line 11. This is a dimension along which potential MO 

.' I. 

would compete as housing agencies auction off the right to originate HMs. The extra half point 
charged by the'MO (line 20 - line 14) is assumed to be offset by fhe MO's payment to the HF A (line 
23). I 

All,the parameters listed in bold can be changed. 

Metrics: The spread sheet automatically gener~tes three metrics used to evaluate the substitution of 
HMs for issuance ofMRBs. 

The first metric (line 29) tests for approximate revenue neutrality between the 1 O-year net revenue 
cost ofMRBs and MRB-supportedmortgage~ and the lO~yearlnet revenue cost ofHMs. For this 
purpose the comparison is based on an equal draw (line 2) from ~he private activity bond volume cap 
and the assumption (line 22) that for every $100,000 of mortgage revenue bonds issued, $95,000 of 
mortgages are originated. The slippage is due to the use of bond proceeds to cover the cost of 
issuance and reserve funds. ' 

The second metric (line 30) is the present value (calculated at an after-tax interest rate) of the after-
I 

tax additional net income accruing t6 the MO over what would be realized from issuance of the 
unsubsidized "benchn1ark" mortgage. The MO tax rate is give1n on line 16. 

The third ~etric (line 50) compares the present value (CalCUlat~ at the benchmark mortgage rate), 
over a 10-year period, of the total mortgagor savings from HiMs to the mortgagor savings from 
mortgages financed by MRBs. The attached spread sheet showsl that comparison for "special" HMs, 
indicating that the benefits are about 4 times the bem~fits for MRB mortgages. For "regular" HMs 
(the volume of which would be twice the draw-down'from thJ private activity bond volume cap) , 
the line 3 parameter changes to '.15 and the line 50 metric chaAges to 1.95. Approximate revenue 

neutrality is maintained. 

The spread sheet results are quite robust. In general, the comparison from the mortgagor's 
perspective ofHMs to MRB mortgages improves as interest dtes decline. ' . 

Detailed 2- page spread sheet: This spread sheet shows how tJe metrics on the summary page are 
calculated. The details ofthe benchmark mortgage and mortga~e supported by MRBs are straight­

'f •
forward. The HM has been structured so thatthe'mortgagor paJjs a constant monthly amount dunng 
the first 10 years. At the end of 10 years the remaining principal is identical to the remaining 
principal at the end of 10 years for a benchmark mortgage. T~e constant payment for the first 10 
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years of the lIM is set to amortize the ,difference 'bet'w"e~~ the origin~l principal and the amount 

outstanding at the end of 10 years had the mortgage be,en a "benc1uIlark" mortgage and pay interest, 

'at the subsidized interest rate, on theprincip,al remaining at th6 end of 10 years: This results in a 

small amount of excess principal payments being made over tholse ten years (line 58, which is equal 

to the difference between line 21 ~d line 50). If the m?rtgagor!prepaid at anytimeover the first 19 

years the excess would be recogmzed by the MOpaymg. that amount as a "rebate," (Note: The 

phenomenon of excess principal payments could be solved tiy structuring the HM so that the 


, monthly payment increased very gradually over the 1 O-year petiod. On balance; It seems better to 

, ., I ' 

keep the payments constant for the sake of simplicity to the mortgagor, making automatic payments 
from bank accounts; for example.) , ' . ' ' 

The final part of the' detailed analysi's sho~s' HMs from the,MO'~ point of view. The extra halfpoint 
received is assumed match a payment to the HFA. Since the GAis performing functions that the 
MO would ordinarily p~rform"th.ecost sho.w? on liile 6~ ma~ be l.ess, with offsettin~ additional 
payments to the HFA (hne 63) bemg a possIbIhty .. Each montli dunng the 10~year penod,the MO 
receives the line 57 payment from the mortgagor andpays the lihe 24 amo,unt to 'the mortgage pooL 
The difference represents a float item which the MO has to fihance,until such'time as the credit 

(shown on line 67 on an annual basis) is "cashed" by reducing qJarterly estimated t~x liabilities. On. 
average the float period for the difference in each month's payfnents is 2months. Line 66 shows', 
the cost of the float based on an i~terest rate equal to the benchfuark mortgage rate. The MO's net 
income (line 68) is derived from the premium oli. the interest rat~ charged to the HM mortgagor, ·less 

the C?st ?fthe fl~at. The li~e 69 c~mulative amo~nt show~,thatla~cumula~ed.income (e'ven without 
consIdenng any mterest bUIld-up) IS always sufficIent to pay the' extra pnncIpal rebate" should the' 
HM be prepaid prior to year 10. Prepayment would r~duce the bresent vahle of the MO's after-tax' 
income, but, given a 0.1 percent interest premium, n()t below zho.· 

/ 
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Mary L. Smith 
12/08/9908:45:00 AM 

Record Type: Record 

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

cc: 

Subject: New Homeless proposal 


I 
homeprop.129n.d Here is a new draft of the proposal. Liz- please let me know whether you want to meet 

on Friday or Monday .. At the next meeting, HHS should come prep~red to discuss where the grant should 
be located arid other details regarding the proposal. Thanks, Mary , 

Message Sent To: 

esummy@os.dhhs.gov @ inet 

bdjamo01@os.dhhs.gov @ inet 

wleginski@osaspe.dhhs.gov @ inet 

asegal@osaspe.dhhs.gov @ inet 

cmann@hcfa,gov @ inet 

Jeanne Lambrew/OPO/EOP@EOP 

J. Eric Gould/OPO/EOP@EOP 

Cynthia A. RiceIOPO/EOP@EOP 

Patrick Aylward/OMB/EOP@EOP 

Stephen W. RuszczyklOMB/EOP@EOP 

Katherine L. Meredith/OMB/EOP@EOP 

Andrew J. ScottlOMB/EOP@EOP 

Jennifer Ferguson/OMB/EOP@EOP 

Francis S. Redburn/OMB/EOP@EOP 

Jonathan E. Kaplan/OVP@OVP 
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INCREASING ENROLLMENT OF HOMELESS IN HEALTH PROGRAMS 
. I 

DRAFT: December 7,1999 

Problem. A large proportion of homeless people do not participate in important health 

and income assistance program for which they are eligible.l· A new joint Department- of 

Health and Human Service (HHS) and Department ofHoubng and Urban Development 

(HUD) report shows that only 37 percent of homeless clieAts receive food stamps; only 

52 percent of homeless households with children receive ~id to Families with Dependent 

Children (AFDC)(data is pre-welfare reform); and only 30\percent receive Medjcaid . 


. These low participation rates may result from a lack of coordination across programs. ' 
While many McKinney-funded programs work with the hdmeless to enroll them in these 
programs, limited resources, lack of information on prografns, and complicated 

I 

application processes often prevent enrollment. The same holds true for non-health 

programs like TANF and Welfare to.Work: 


. ,: 

Proposal. This initiative would provide technidll assistance and competitive grants to 

improve coordination among and enrollment in health and bther programs addressing the 

needs of the homeless. HHS would form a task force fromlthe Health Care Financing . 

Administration (which runs Medicaid and the State Children's Health Insurance Program 

S-CHIP), the Administration for Children and Families (which runs TANF), the 

Substance Abuse and Mental Health Services Administrati6n (which runs the Mental 


. I 
Health and Substance Abuse Block Grants), the Health Serrices and Resources 

Administration (HRSA) (which coordinates health outreach activities) and the Assistant 

Secretary for Planning and Evaluation (which coordinates ~valuations).· This task force 

would meet with state and local health and TANF officials,! people running McKinney 

programs, and advocates to learn about both the nature .ofthebarriers to enrollment and 

programs that work. This information would be used to deyelop criteria for a competitive 

grant program. I 


A new, $10 million grant program would be created in HRSA for FY 2001. Grants 

would be competitively awarded to [3 to 5] state health or ~ocial service agencies with 

innovate plans to provide outreach to homeless populations!, particularly families and 


. children, and to coordinate their homeless outreach activiti~s.across Medicaid,S-CHIP, 
Mental Health and Substance Abuse Block Grants, and TANF. States would be selected 
based on: (1) outreach activities for the homeless; (2) colledtion of data regarding 
homeless status during intake questioning; (3) accountability in treating the homeless; (4) 
futuregoals of addressing the needs of the homeless; and (5) outcome measures used to 
see whether the homeless needs are being addressed progra~s. At least $1 million would, 
be set aside from the grants for an evaluation of the selected states. 
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To: 	 Jack Lew 

Sylvia Mathews 


···Froh.: Bob Greenstehl 

(c: 	 Barbara Chow 

· Subject: Poverty Initiatives and 'l~e Next B~dget 
1 

Date: 	 December 3, 1999 

"":,: ~ 

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

Lust week the NEC sugge'sted I prepare a memo with ideas for initiatives to include in the 
fimil Clinton budget. I recognize th~t the Jist that follows is considerably longer than what you 

· will have room for in the budget. T~is is a slightly revised version (after more thinking) of what I 
,sent to Gene. 

,I ~ 

1. EIT~.. . I.' "... 
. The ltme lS propltloUS.to prepose a final seL' of Chnton EITe lmprovemems. As you' 
.... 	 1. • 

'know. the vetoed Republican tax bill included an BITe increase (in the form of BITe marriage:­
. 	 . I , 

· penalty reliet)., . . I' . . . . .'. 
The 1993 EITC expanslon nas been one oHhe slgnature achIevements of the Chnton 

. Administration. This Jegacy can be!enlarged upon by enhanCing the EITC's effectiveness at 
reducing pOverty among families with three or more children. simplifying the EITC/child tax 
credit relationship. and reducing fat families close to the poverty line the high marginal rates to 

J • 

. which the EITC contributes (something George W. Bush's proposal fails to do). There are three 
. . J . 	 • 

specific areas where important EITf improvements could be made .. 

• A thitdlier. I would strongly reco'tflTnend adding a third EITe benelit tier - i.e., a , . 

benefit tier for fami lies with three or more children. The poverty rale in 1997 was 
12% for children in ,families with one child, 14% for children in familie~ With two 
children. Ilndover 25% for children in families with three or more children. 
Moreover, the povdrty line and welfare benefits ,tie' adjusled for the number of 
children in a ramily,j while wages are not. As more and more families move from 
welfare to low-wage work, we need more of an EITe boost for larger families. 

. t 
Bradley's child povbrty plan includes a proposal for a third benefit tier. But AI 
Gore who was here! first ..:- the 1991 Gore-Downey bill featl:lred this proposal. 
And it was the Clinfon Adrilinistration thaI established the precedent in law for this 
approach when it secured inclusion in the .1997 budget deal of a refundabJe 

. . I 	 . 
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. . . 'If " 	 . 

component of the child lax 'credit for famines with three or more chiJdren whose 
,~ \ < . . I·'. 	 . . 

. payroJl taxes exceeded their BITC. . . 	 , 

This refundable Child! credit approach ~as an excellent foot-in·the-door. But it . 
does not kick in until family income reaches about $25,000 and it is complicated. 
I'd suggest establishi~g a third EITC tier in a way that reduces the proposal's cost 
(and simplifies the tak code) by converting the refundable component of the $500 
child credit into a neiv EITC benefit tier for Families with three or more children. 

I 	 ' 

This approach also should make this initiative somewhat more palatable to 
. Republicans. as it w6uld conven one refundable credit componenl for larger 

3' 

families into anotherlrefundable credit for such families; that should be: more " 
, acceptable to Republicans than adding a thirdEITC tier on top of the refundable 

I '. . . 

component of the ch,ild credit. A third BITe benefit tier would be Simpler and 
much better targeteq than the refundable eJement of the child credit. 

I 
If the idea is adopted of converting the refundable component of the child credit 
into a third BITC behefit tier, I think this can be dOlle for lmder $1 billion a year. 

There would be Bonk very large families with incomes around $30,000 that would 
be worse off, becaulk the refundable component of the child credit they would lose 

. I 	 . 

would exceed the EITC benefits they would gain. But this is a price well worth 
paying to establish dthird EITe lier. . 

,	InCidentally, one stale has pioneered this approach and has estabUshed a state 
BITC with a third ti~r - Wisconsin under Governor Tommy Thompson. (I'd also 
note that a third BITC tier is a high priority for Hispanic groups like the National 
Council of La Raza.!· The proportion of poor families that work is higher among' 
Hispanics than among non-Hispanic whites or blacks. In addition, Hispanic 
fatnilies havea'largdr average number of children than non-Hispanic families do.)

I ' 

• 	 EiTe marginal tax ~ate relief' Combined marginal [-ax rates can be extraordinarily 
high on working farhilies whose EITC, food stamp, and other benefits (such as 
child car~) an phasel down at the 'same time. These families can en70unte: marginal 
tax rates m the 50% to lOO% range. George W. Bush has emphaSiZed thIS 
problem and claimed incorrectly that his tax plan responds to it. 

The filial Clinton bJdget could contain a proposal here. Such a proposal would 
demonstra.te that prbgress canbe made in addressing this problem without having 
to pass a $1 trillion 110-yeartax cut and that the Administration's budget, uplike 
the Bush plan. is actually responding to this problem. Perhaps the best way to do 
this would be to 10J.,er the EITe phase-down rates for families in the part of the 
BITC phase-down fange in which substantial numbers of families lose EITe 'andI 	 . , . . 
food stamp benefit~ at the same time and then to raise the EITC phase-down rates 
back up to current levels in the part of the phase-down range in which ramilies no 
lonserare eligible ~or food stamps or are very unlikely to be receiving them. 

2 . ~. 

http:demonstra.te


. ,.1. .D~E'C';'~'o;f 991FR 1) 19: 42 CENTER ON BUDGET 	 TEL:202 408 1056 p, 004/013.,.', , ; :,L, " ,-I 1:: '. .. . 
" <~:'. 

I 
, . , 

• 	 EITe marriage-penalty relief: BITe marriage-penalty relief also can be provided. 
The vetoed tax bi11arld the House and Senate Democratic tax bills contained such 
a feature. Bilt such afproposal probably does not make sense pOlitically unless the 

. budget also proposes!middle-Class marriage penalty tax. relief. which would be • 
costly and (in my view) is not apriority. ' . 

, . . I 

'2••, :. 	A related proposal to ''mat work pay" 

~ , .' Achievjng t~e goat that Pre!?idelit Clinton set for tho nation - that if a parent works full , 
, . time, the parent and his or her chUdten should not live in poverty - entail~ that a family have a 

combina~lon of fun-time minimum Wage earnings. the EITe, andfood stamp.!;, If a family of four 
or more fails to receive food stampslU will be several thousand dollars below the poverty line. In 
fact, the food stamp benefit for whiclh a.family offour with full-ti1l1C minimum wage earnings 

· qualifies is nearly equal ~o. the. EITcl benefit '~or ~hiCh such a family ~ua1ifies. .'. . '. 

. 'Food stamp panlclpahon, hl:?wevor, IS qillte low among working poor famlbes, a problem 
to which you have been devoting increasing attention. I think the Administration should include 
several proposals in the budget to hblp address this problem. The flTst,two steps outlined below 
would be welcomed and endorsed ~y the governors on a bipartisan basis. 

The first and principal such ~tep is to give states the opti~n of conforming the food stamp 
limit on the value of a vehicle that Jhousehold may own to the vehicle limit that the state has 

, , . I 	 . . 

•established in its T ANF Or Medicaid programs (so long as the 'TANF or Medicaid limit used is not 
·inore restrictiVe than the food stamp vehicle limit). The food stamp limit was originally set in 
'197? to bar participation by familie~ with luxury cars. Some 22 years later. however, the food 
s~~p,veh~cI~ limit disqualifies f~millie& with very. mod~st cars, because theli~t is e.ssentinlly the 
same m nommallerms as when It w1asfirst eSlabhshed In 1977. (It was established m 1977 as a 
$4.500 limit on the market value o~ a vehicle; toda.y. the federal food stamp vehiCle limit is $4,650 
in market value.) During this 22-year period over which the food stamp limit has remained 

, essentially unchanged. the CPI for ~sed Cat·s has nearly tripled. For the vehicle limit to have the 
same effect today as it had in, 1977 the limit wouJd need to be nearly $13,000. . 

1 
When the food stamp vehicle limit was.ostablished in 1977, it was higher than the vehicle 

limit's that most sLates used in their IAFDe programs, reflecting the importance of food stamps to 
· \.\I0rking poor families, many of wh,ich own'modest cars that they mllst use to commute to their 
jobs. Today, by contrast. nearly ev.ery stale has a more liberal vehicle limit in its T ANF program 
than the federal food stamp limit. 

Moreov~r, because the feJr~1 food stamp vehicle limit is not indexed to inf1ation, a larger 
share of working poor families becbmeineligible for food stamps each year. The 1993 
reconciliation act contained a' ClinL6n proposal to address thisprobJe!l1, but the welfare law 
repealed that provision. ,[ 

..... This problem is taking on iftcreasing importance. Recent research by Sandra and Sheldon 
Danziger in which they examined barriers to empJoyment among welfare mothers in Flint, 
. . 	 I' . . .. . . 
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'Mi~higan found the two top barriers'to employment to be lack of a high school diploma and lack 
efaccess to a car. With a greater st-iare of low-skilled jobs now in outlying suburbs and exurbs, 

"lack of a car makes it'more difficult for many low-skilled inner-city residents to hoid jobs. 

. .O~er the past 12-18 months) states with governors of both panies have been increasingly 

'. " yocal in attacking the food.stamp vdhicle limit as being anti-work and counter to welfare reform . 

.·.·;So~~;Republican state officials use the food stamp vehicle limit as an example ofwhy we should 

..• ';~bc~~grantfood stamps when the Jelfare law comes up for reauthorization in 2002. Fixing this 

"'\:pi'~l:jiein would help make work paY,. strengthen and reinforce welfare reform, and show we can


'" ,." .....,.. , . I ,.' .
addi'c'ss such problems without replal:ing the food stamp program with a block grant, 

. . Furthennore, some biPartisa~ support for this proposal is developing on the Hill. The 
proposal is a central feature of a hu~ger relief bill that Senators Specter. Kennedy, Jeffordsand 
Leahy introduced a few weeks ago in the Senate alid Rep. James Walsh and some bipartisan co-

I 

spOnsors introduced ill the House. In addition, 1 believe Senator Lugar would be favorable to this 
· proposal. CBO cost estimates shoJ this proposal costing $ 1.3 billion over five years; lhe cost 
woi.ilp be lower if a related regulato1ry change is made. 

. . . ." I . 
::Thesecond proposal to improve food st~mp usc among working 'poor families is a modest 

prdpo~s~1 to anow states to confotm: the lroatmelilof several forms of income in the food stamp \ \ 
. \ 

'program to the treatment us'ed in Medicaid. This would enable. states to use a single definition of \\ 

income in Medicaid and food stamp,s. which in tum should facilitate the development of . . 
) i 

-shnplified, joint Medicaidlfood starttp applications for working poor familie~ with children. This 
should help states boost participatidn by working poor famiUes in both programs. I believe OMB 
attempted to secure inClusion ofthi~ proposal in theticket-to-work bill. It costs only $18 million 

· ,over five years, which makes it a brlrgain, \
. . " 1 . . 

. ' ... ' . A final food stamp proposal that deserves consideration. a version of which is in the 
• "' - I 

. Specter-KennedylWalsh hunger bill,. is a provision to adjust the cap on the food stamp shelter 

deduction for low-income households thatdo not conhtin an elderly or disabled member. The 


. I . 

vast array of these households are families with children. . 

. Eliminating that cap was thl top food stamp priority of Leon Panetta and the Clinton 
A:dministration in 1993 and was pa# of the!993 reconciliation law. The 1996 welfare law, 
however, repealed the 1993 provis(ot1. This was one of the reatures of the welfare law that" . 
President Clinton criticized most sth:>ngly in signing it, and in 1997, the Administration sought' . 
unsuccessfully to reverse this provi~ion. The new bipartisan hunger bill on the Hill seeks nor to 

, eliminate the cap on the shelter deduction but takes a more moderate approach, raising the 

'. deduction cap a modest amOunt ana indexing it. . 


. . . Indexi~g the cap is particulL,lY important. rf the cap is frozen in perpetuity without any 
· indexing mechanism, a growing nubber of poor families with children will hit the cap each year 
and have a more difficull time payi~g the rent nnd feeding their children adequat~ly at the same 
time. I'd recommend res loring ind~xation, This will be increasingly significant over time. 

. 4 
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! " " ,Thos~ who wouldbehelpediby such a provisiqn sucharepritnarlly working poor families. l , 

,,: ,;~fh'i!(provision would cost $150 mi$6n avertive years. 
1 ,: _ ',~. 	 " ',' " .~ • • ,~ 

;(' 
( 

: " ,i' ,:' Health Insum,nce 
r.'· 

, ,', I hope the budget proposes~ome signifjc:antnew sceps to expand health insuran~e 
,coverage. There is a renewed focuslin th~ country on the issue of the uninsured. Moreover, 

" :R~pub1icans ate proposing unwise tax. cuts ,tor the purchase ofhealth insurance, and the 
'" ,:, ",' Administration ~nd Democrats need: an alternative. This may be an opportunity to make 

': ',.' < important progress here . . ,.." 

,Oheofthe biggest problemsjin tl~is area is the large numberof children in workirig poor 
, , families who are eligible for Medic4d bUlunetu'olled. ,We'd recommend the following:, ,,' 

:, , • , 	 The emp program provides an enhanced matching rat~ to states to cove,r, children 
pnmarilyootween, afuut 133 percent and 200 :Percent of the poverty line. We'd 
utgeyou to propose/an enhanced matching raieto states to enroll more ofthe " 

'; (;\'1 eligible,~hjldren~h~I,~te belo~th:~ ji1com~ lev~ls.. Thl~ c~uldbe.done by taking, 
Ii {J, [he CHIP matchtng Ilate for each state and applYing It to Increases In the state' s 

chUd Medicaid enrol)ment abOve thO, state's enrollrnentJevei iri a base year ~ , 
, (Adjustments wouldlbe made, so the enhanced match di~ not apply to aider ' 
. children aging in to Medicaid eligibility under the final-stages of the 1990 mandate 

to cover children belbw the poverty line who were boril' after September 30. ' 
19B3.) This would ~iye states more incentive to reach and enroll more working 

po~rC~ildren. ,', 1.' . ,', ,,'. ,',. ' ',' " . < ' • ' 

, " 
, ThIS might be accomplished Simply by allowmgstates to use CHIP funds for thIS 

purpose. I'm: n'ot su~e whether it,woiJld be best to augment CHIP funding or this 
simply should be ma~e an allowable use of emp funds. (Nate: Since children on 
welfare already are 6n Medicaid, arid welfare rolls are continuing to fall. providing 

. , I 
", enhanced matching ~un'ds for increaSes in Medicaid child enrollment would result in 

providing these funds primarily lojncrease Medicaid coverage among children in 
, working poor famiH~s.r ." ... ," . " 

We even ~ore strongtyrecJrn.mend that the Adtninistration propose an initiative for. states 
,to 'extend coverage to more low-indome adults. the best approach would be anew Medicaid 

r"·; aptian to covei' all individuals up td the povel1y line. That would be a.ten·ifi~ advance.' 

'" .. :.:.' Another important advance/woUld lie an initiative to cover more low-income working 
I ' 

'parehts. Census data show lhat ne~rly half of all working poor parents are uninsured throughout 
the year. Covering these parents'W;ould encourage work and help e~sure that work is mote 

,I ,Those aided would largely befamiliqs with chilcJten t~at do not live in public or subSidized hOUSing and have 
cash incomes betwoon 50 percun~ and Hie percent ofthe pOverty 1ine~ These are principally working f:lmilies;in 
'moststides,familie.'i on welfare have c',asl~ in'oomas below 50~rcent of the poverty lina, .' 

5 
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"I ,',renlurteratlve than 'welfare. It al~o sijollld'jmprov~ child health insurance coverage; research 
',; 'iTliflbatesthat children ~re more likely to be insured where the whole family can secure coverage. 

,j':','" Undedhis app;o~ch, the Adknistration would"propose a CffiP-like block grant for 
~'~~nt~ with in~omes up t~ a certain!leve,1. Theblock grant wOUldh~ve an ~n~~hced federal 

"matchmg rate hke that WhlCh CIDP provIdes. States would have broad tleXlbIllty over,use of 
ith-ese'funds, butthere would be twolbasic rules'the states would have to follow:, ' 
, ,I , " "I .. " ' 

• , ~,J .'. I. " 	 , ' 

, ',', .' In using block grant funds to cover low~incortle working parents. states would 
, , 	 have ,to cover parent~ through the same program as their children. In other words, 

ir a family's income ~as such that its children were Medicaid..:eligible, and the state' 
used b10ck grant fun~s to extend coverage to:the patents. it would make the 

I 	 ' 
';" parents eligible for Medicaid. Similarly. if fifa:mily's iilcome made its children 

eligible for a Separat~ state insurance program rather thail Medicaid and the state ' 
,elected to use its blobk grant funds to provide covetage to parents at that income 

, 	 ' I ' 

level,the state would make these parents eligible for thesarne state insurance 
program as their chilaren. ' ',', , j ,'" 	 " 

• States WDulct have'to cover pooret parents befote less~poof parents,' A state 
cOUldn't use block grant funds to extend coverage to parents above the poverty 

.",\., , line umilit had usedlblOCkgrant funds tO~,over the parents below the poverty li~e. 

" , Other Health Insurance ISsues , ',' , , ' I " " ' ' , , ' 

, 	 " 

" We also fecomrilerid that the Administration again include in the budget irs proposal to 
ex.pand the scope of the :Medicaid "presumptive eligibility" option for children, Under the 

, , ActnunisLration's proposal. a state could use'schools and other entities [he state deems appropriate 
as presumptive eligibility providers" This fits very well with the Administration's increased 

: 'r "emphasis on using SChools to reach and enroll c.hildren in health, insurance. This proposal was in 
, thc'FY 1999 budget; it also was in the 1999 McCain tobacco hill. I'm told it fell through the 

cnlcks when the FY 2000 ~udget las put together.' ' , , 

, ,'" . ,In additio~, ~assiJ~e you wrll incl.~dein the biJd%et a prOVision ~ft~ng the sunset, o~ , 
, TransitIonal Medlcmd.Asslstance for Jannhes that have Just worked thelT way orf welfare. TMA? 
"\,\,'"hich has been in federal law. since 11988, sunsets on September 30, 2001. , Tne Administration 

, , shOUld propose to make it perlnaner~' This can be coupled with two small but,important . 
proposals to make TMA:more effective that were included in, your FY 2000 budget. , 

.. ' , 'rd urge that ano~her' MediJ~id-related proposal that OMB sought to attach to the "ticket~ 
to:.work" legislation also be includ6d in tlie budget. The proposal inquestlon is a Lugar bill to ' 

, 	 I" 

• , : '" ,: 'en'able state and 100cal Medicaid and ClUP agenc.ies to make greater usc, for Medicaid and CHIP 
: "",:", '~utreach and enrollment pUi1loses, jOfthe lists that schools compiJe of c~i)dren who are certified 


, ',;forfree and redllced-price school h:ITlches. ,This C'osts only ahou,t $50 mIllion over five years. 


Last, but no~ least. is the isJue of expanding health care coverage for low-income legal 
immigrants. I assume the Adminis~l'ation wUl re·propose giving &tates the option to make legal' 

6 
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, 	 I 
, " , 	 I,
,immigrant children .who have entered the country after August 22, 1996 eligible for Medicaid and 
'st~tectiild insurance programs fulidea uTider croP. .' . 

We, and the PrinCipal'groUpsjthat work on im.rugram issues•. have suggested one ' 
. additional expansion related to health care coverage ror Jegal immigrants. This year's Clinton 

budget proposed to make legal immij~ms who enter Lhe country after August 22, 1996 - and 
. who eecome disabled after entry - eligible for 5SI after ,they have been in the United States for 
'five ,years; under that proposal, mos~ such immigrants would become eligible for Medicaid at the 
'saine time. We assume this proposal will be in the FY ~OOI budget. Our suggestion is to . 

.acco'mpany this with a proposal givihg states the option of ex.tending Medicaid coverage during' 
their flfst Rve years in the country td le~al immigrants who have entered after August 22, 1996 
a.nd have become disabled after corriing here. ',' ' '. 	 I . 

i 
4. 	 A refundable tax credit f01 child care or hlgher"education costs 

Consideralion could be given to making either the Dependent Care Tax Credit or the, 
'Hope credit into a refundable credit! When the·Administration considered such steps a few years 
ago in formulating the 1998 budget,! I thdught'a proposal to make these credits refundable would 

. be a political mistake. But I think the political climate has eased now and the Administration 
could consider making one, but not !both, of these credits refundable. 

• 	 . When the 1998 budJeLwas being developed, the White House, Treasury, and we 
were an concerned that Republicans would strongly oppose creation of another 
refundable tax credi~ andJlght such a credit by waiving the banner ofEITC rTaud 
and abuse. We 

. 
beli~ved

I 
the Ukely result would be that the Administration would 

. 	 . 

not get the refundable credit and thaL the EITe would be further weakened 
pOlitically. . I.. . ,

,'. ~ 

:.. ~. ~ 

., 	Butlhe atmosphere 
! 
~eetns to have changed. The EITC appears' stronger now 

politically fot at least two reasons. First. in the last two years, new research has 
demonstrated that the EITe has induced large increases in employment among 
single female parentr.. Asa reslllt, a number of Congressional Republicans now' 
see the EITe as integral to the success of welfare rcfono, Second. in 1995-1996, " 
Republicans believe~ their own rhetoric that the EITe was the mostout-of-control . 
entitlement in the bJdget, because its cost had risen exponentially over the 
previous decade. \\{hen we all responded. that this growth wus the result of the 
1986, 1990, and 1993 EITC expansions and that the explosive cost growth would 

" end when the 1993 hpansion finished phasing in, many RepLibLicatts refused to 
believe it. Of cours~, the rapid cost growth did end when the expansions phased 
in, and EITe costs are noW ·'well behaved. II This hal) j'emoved a significant source 
ofEITe criticism. I

1 

. .. ' .. .. . . 
• 	 In addition, while only a few years ago Republicans vehemently opposed any more 

refundable credits ahd argued that such credits are inherently fraud~ridden. today 
key RepubUcans suth as Dick Anney and a cadre of influential conservatives are 

1 
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promoting the creatidn of a refundable tax credit for the purchase of health 
insurance. This apprbach presents an array of problems us a way to expand health 
care coverage, but it~emergence makes it harder for Republicans to argue that 
refundable credits atJ inherently fraud·ridden and that a refundable credit for child 
care or higher educaiion costs is a terrible idea on those grounds. ' 

We have not done work on the reJative merits of making the HOPE credit refundable 
. versus making the DGre retLmdablJ.,so Ihesitate to rank them. But I'd suggest consideration of 

.. . l 

making one of these credits refundable. 
- , 'I 

, .:: ~~'~.. PromoUng Mobility ThroJgh' HOuSiilg Vom:hers' . . .' 

A growing bOdy of resear~hlis finding pOSitive outcomes from housing vouchers that 
enable poor families to move to.are~s with better job opportunities andlor schools and less crime. 
You did a fabulous job in securing 60,000 new vouchers in this year's HUD~YA bill. I hope the 
new budget includes either 100,000jmore incremental.vouchers (the same incremental )evel as was 
proposed in this year's budget), or 140,000 vouchers. the full level authorized under the 1998 
housing bill. . I' , 

6. ,UnemploYtnen~ Insurancel .' I. •• •• 

Unemployment msurance reforms are badly needed. And there IS a pOSSlblhty for U1 
changes next year. The. states want changes in ut administrative .costs, and the Ways and Means 
Committee Republicans have told tis they plan to push this next year. Employers want elimination 

, ot'the 0.2 percent federaJ PUT A surtax.. If such changes are made. reforms in the UI benefit 
structure ought to be secured in ret~m. To do so. the Administration should have a Ul'reform 

, package in the budget. . . .1. " .. ' " . 

As Janet Norwood. the former BLS commissioner and former chair of the . 
Congressionally-chartered ill advi~ory commission in the rnid-1990s,' has staled. the current UI 
system essentially discriminates agdinst low-income workers. Only about one in three 
unemployed workers receive uncmhloyment insurance benefits. Among low-income workers, the 
percentage is much lower. I 

The problem is most severJ among low-income women with children. The ill system 
does not reflect current labor-mar~et realities and is not very family friendly. It does not account 

. for [he pan-time und intermiuent e~loyment patterns common among many low·skilled workers 
in today's employment market, pafticulady those who must juggle work and child-rearing 

" tespon'sibilities. In the nlid-1990s,lonly one in six single mothers who worked in jobs paying 
$5.15 an hour or less (in 1997 donars) and then became unemployed received unemployment 
. I ' .
Insurance, I ' . I . .,. 

Last fall, the Labor Department advanced a package of relatively modest but solid UI 
refonns. My understanding is thatl there was significant White House interest in these proposals, 
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:; but that most of the proposals did m?t make it into the FY 2000 budget due to lack 0 f an offset of 
'about $1 biJIion over five years. 1 . 

. . This bLldget is the last chance for the Clinton Administration to propose needed UI 
.. ·changes. If such changes do not bedome Jaw, the Clinron legacy may look harsher when the next 

. recession hilS; at. that time, a sizeablb fraction of mothers who have been working at low-paid jobs' 
, but ate then laid off will not be able to get either Ul (because of the deficiencies in the ill 
. program) or cash welfare assistance [(for such reasons as having exhausted their time on welfare 

under· the welfare time lifnits). Welfare reform has made UI refonn more urgent. 
'. -" ;. " ~here also ~s anotherrea,son/whY this is a good tim.e to pu~sue ~ reform. Since ~he 

economIc outlook 1& so sunny,5-year and lO-year cost estImates tor UI Improvements w1ll be 
. very low. Ifwe wait to seek these feforms until the eCOnomy weakens, the price tag will be much 

.'. 1arger~ . . I . 
. . There is subStantial agreement among people working,in the field about some of the types 

.. .of changes that are needed. Many df these changes Were recommended by the ill advisory 

1'!- .c~~ssion a few years ago. r ,. . '. . . 


. • Financial iricentives are needed for states to adopt an "alternative" base period for 
I 

determining VI eligibility. Unemployed workers are eligible for UI benefits only if 
they earned suf1icien1

t wages during the "base year;" in most states. the base year is 
defined as the first f6ur of the five t;ompl'eted quarters preceding the time a worker 
has become unempl6yed. This definition of base period ignores up to six months 

. t ' 
of the worker' s most recent work history. Research indicates that use of this base 

. period isa major batrier to ur receipt among low;'wage workers, who tend to 
enter and leave the lkbor force more frequently than higher-wage workers. Low­
wage workers are·ntuch belter served if states adopt an alternative base period that 
bases eligibiUty for benefits on work during the four completed qt1arter~ preceding 

. the time the worker /became unemployed. A number of states (l think about eight 
or ten) have successfully adopted this more up-to-date base period. 

Most of the states eltabUshed their ur systems at a time when the darn and, 
technology needed to process claims quickly were not available and ir was . 
necessary to use a ~ase period Lhat did not account for the most recent quarter of 
work. The lechno19gy has improved since then. More timely reponing is now 
available. . I '. 

A mandate requiring states to use the more recent base period would be the best 
approach from a polley standpolnt but may not be feasible politically. If not, then 
financial incentives rre needed for states to adopt the Ll1temative base period. 
When past erfons have been undertaken to persuade states to adopt this base 

I
period, the administrative costs entailed have been a principal source 0 f state

I . . 
con'cern and opposition. Federal legislation is needed under which the Labor 

, Department would pay for, or share in. the costs of start-up and ongoing 
administration of thle allernative hase period; these costs principally involve 

9 
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,ad.ditioll~lstaff~time tbcollect', ~re up-tei-date information about claimants ..,' , 
Funds also should belprovided for DOL to provide .technical assistance to, states 
about the most efficient means to implement the alternative base period; thi~might 

, include the developm~ntand distribulion of software that enables employers to 
complymor~readi1Y rith more timely reponing rules." , 

"'. '. . ~. Improving acces$ to Ulbenefitsfot part":\tim~ workers also is important. A large 
, " '. ,	Tfomber of workers ate limited t(j pait-time work due to changes in the labor 

m~rket oi' family resP,onsibilities.' "'" , ' 

-One ,problem facedb~;ndiVidualsw~omust limit their employment to part-time 
'hours are the VI rillels that most states use under which UI benefits are denied to 
individuals whoseek1only pan-time work. These restrictions have an adverse 
impact on many workn who must balance work and family obligations and 

. ," 	
attempt to dOBo oy-!vorking part tirne, 

There are~veral P01sible approaches. One wouJd be a requirement that a ' 
claimant who limits ~o'rk search to part time work may not be disqualified on the 
grounds that the claih,ant is unavailable for full-time employment if there is good 
cause for the claimarit to restrict her hourS of work and there is a demonstrated 
. labor market for part-time w~rk iii th~ ar~a. . . ' '.' 

• . A third area where rkfor~iS needed·in~olvesthe definition of "good cause" for 
, .. I, .,', 	 ' 

leaVing a job. The ill program needs to be more family-friendly in this regard. 
',' 

Many women have ~o leave a job because of p~rs6nal circumstances and family 
',. ,; 

",' 	
responsibilities. ,Such 'situations include moving to a new area because a spouse \ ' 

-j" . 
~I , 

~.. , .. , ta.kC?sa new jQb therb,changes in child care arrangements that alter a parent's: 

" <" 
potential work schedu1e or temporarily preClude work outside the home, and 
,dealing with a range;OffamilYcrises or emergencies such as domestic violence., 

Many states have rUjles that natrow,ly limit the definition of good cause. for le~ving 
a job to circumstances that relate to the job itself; these rules ex.c]ude . 
circumstances that ihvolve the typ~s of family situations described above. By 
contrast,some other states have made it pOSSible For an individual' who leaves 
work for imJ.lotta~t !family reasons such as those nOled here to qualify for UI . 

, I , " .' 	 , 

benefits when the in'diViduaf again is a~ailable for work. federal action is ne,eded 
to indu~e orreqUifei states to adopt more family-friendly, rules here. ' , 

, Finally. improverricnts are neededjnthe ex.tended unemployment insurance benefits 
I " 	 ' , 

program. Only about seven &tates have adopted the most responsive of the "extended benefits" 
Lriggers. As a result, if a major reJession occurs, unemployed workers ina'substantial number of 
states with high' unemployment tat~s will not bC able to receive extem;led benetits when their 

, I ' 	 " 

, , regular UI benefits run oUt. ", , 

'" ',' co~sider~Lion should be gir~n to establishing a 'highe~ federal matchi'ng rate,for,~xtended ' 
benefits,such as a 7S petcentIllatqhmg rate rather than the current 50 percent rate. The cost 

, ,I 
" I 
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,estim'ate for such a tefonn would be tiny now because the economic forecast is so bright. Such a 
f~foini could prove ex.tremely important when the next significant recession occurs. , , . I ' . 

'::.' '.' It makes 'sense for the federal government LO pick up mare of the unemployment 
,c'Ompensation burden in areas experi~ncinghigh unemployment. In addition; if more states 

. provide extended benefits, there willinot be a need to move as quickly to IOO-percent federally 
. funded suppleme11tal unemployment benefits in the next recession or to maintain the 100 percent 
f~deraUy funded benetits for as long ~ period. 

7. Immigrant Benet'its 

We and several civil righ[s !lAd religious organizations have discussed in 'detail with . 
Barbara Chow and DPe our reconuhendations [or immigrant benetit resLorations in the FY 2001 

. budget. I won't repeat the full list of recommendations here but did want [a emphasize the, 
. " I 

importance of this area. With Republican nervousness about Hispanic (and possibly Asian) voters 
in 2000; especially in California, the Iyear ahead may provide an opportunity. to extract further 
benefit restorations for legal immigrants. . . 

, OMS - and you and BarbJ'a in particular -' have been magnificent on these issues. ' 
lriunigrants benefits would look verY different today without your efforLs. I know this remains an 
~c~.ofkeen interest to you. ~ h~petas youcrafL the FY 2001 budget, you can expand an the 
unmlgrant benefits proposals an last iyear's budget. 

I 
I 

8; 
Child suppo~t . I'.' .. " '. . . 
Another area 10 need of change Involves federal and state rules for the dtstnbutton of chtld 

support payments made an behalf of children in low-income families. Federal rules call for states 
, to send to the federal government alportion of the child. support paid for a child who is receiving 
cash assistt,)nce benefits. Mast stat~s divide all of the child support payments made for such . 
cruldren between the feds and [he s~ate, with'the child receiving none or the payment. This also 
holds true for arrearage payments that cover months when the family was receiving cash 
aSsistance. I . 

. I 

This procedure is supposedlco result in the reimbursement of federal and state welfare 
costs incurred on behalf of such chi'ldren. But this procedure is increasingly recognized as unwise 
- it effectively results in a 100 perkent marginal tax rate on these child support payments. The 
child has the same income regardle~s of whether the father pays or not. Little wander that many 
of these fathers fail to pay (or pay lbsser amounts "under the table"). The result is lower child 
support payments than would othetwise be made - and greater chUd poverty. Moreover, this 
system creates disincentives for thels!! fatherS to work "on the books;" if they do so, th~y will have 
t;~e~paychecks garnished fO.r Chi,ldISUpp(mp"aym~nts that will go entireJy to the federal and state 
governments rather than thea children.' ". 

1· . ' 

Reforms in child Sllpport fiJancing are needed, Such reforms should include changes that 
rasult in a greater share or child support payments actLiaUy going to Lhe custodial familjes. 

. I 
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.. .,:~: ,.,. Elderly POvertylSSI Imp4ements . 

Poverty among elderly widows and for that matter, among all elderly women living 
wone -" is about as highas poverty1ambng children. The Administration has spoken of 
improving [he Social Security widoJts' benefit as ,part of Social Security reform. WhiJe excellent. 
su~h a step would not reduce poverty among elderly women that much by itself. Accompanying 

SSIimp~ovem~nts also arene~ded'l" _ _. . - . " _- ." 

• In panlcular, the SSI dll~regard that IS applied to Socull Secunty mcome, a dUlregard that 
nas not been adjusted fOT inflation sirice SSI started more than a quarter century ago, needs to be 
increased. If this isn't done. an incrbase in Social Security widows' benefits will cause some low­
income widows to become ineligiblcl for SSI, and as a result. to Jose their Medicaid coverage as 
well. That could make them worse brr. Other poor widows would retain their Medicaid coverage 
but have their SS! benefits reduced bne-dollar for ea.ch dollar their Social Security benefits are 
increased. This would leave them np less poor. Also needed are improvements in the ,S5l assets 
limits, which have not been adjusted for intlati()n in avera deca~e. _ 

1don't know whether YOuiJtend to include in the budget a specific proposal relate'd to an 
improvement in Social Security wid6ws' benefits. If you seek to finance (he widows' benefit from 
the budget surplus. you presumablylwould include the proposal in the budget. But if you want to 
tin'ance a widows' benefit improvement within Social Security, YOll either could include it in the 
budget or say, as you did last year, that itwould be worked out as part of Social Security refonn. 

j 

5SI improvements, howevef, are not financed from within SocialSecurity; they must be 
accommodated within the non-50ci~1 Security budget. The question this raises is: do S5I 
improvements need to be part of thb budget in order to be part of possible Social Security 

I _ 

_negotiations next yeaT'? Such SS! improvements would be very important. and they probably can 
, -be secured only in the contex.t of Sdcial Security refonn. They could be phased in so they do not 

entail large 'costs dver the next fivejyears. __ _ 

I ­

I . 
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Record Type: Record 

To: Cynthia A. Rice/OPD/EOP@ 
cc: j. eric gould/opd/eop@eop 
bcc: 
Subject: Re: AK: Can you give us a run on what Wendell said @!J 

Sure. He urged us to: 
1) propose a very strong pass-through and distribution proposal that would put us in a good negotiating 
position with the Rs (he referenced H~skins/Mrs. Johnson's interest in doing something on distribtion, as 
well as Cardin's interest). He didn't h~ve specific recommendation, though did indicate "something like 
Kohl". I think the general. point was iflsomething is going to move, we should make sure it's both pass 
through AND distribution. I 

2) make sure we have a bold Fatherhood proposal in the mix so we don't let Rs steal the issue. He's 
suggesting a bigger version of Title I 6f Fathers Count Act (which he reminded me he'd provided specs 
for), and threw out a figure of $200 M 1- $300 M. He described as 'demonstration grants to improve child 
support, fatherhood, and welfare to work policies'. It should include a focus on incentives for payment of 
child support, encourage interaction b:etween the workforce and child support systems. He thinks all 3 
partners (fatherhood programs, child support, and welfare to work/workforce) must be at the table. He 
prefers competitive grants in House bill to, state block grants in Senate bill -- more targeted, more ability to 
emphasize issues/strategies we want! He could live without Title II (the 3 national 'earmarked' grants). 

3) extend time for current grantees to Ispend wrw funds. We didn't have a chance to discuss other 
specifics re: WTW reauthorization butll think his general point was that given limited resouces, we should 
focus new resources primarily on fath~rhood. . I . 
4) test economic incentives to pay child support. While he knows it's not likely bis child support incentives . , . 

proposals will be tested on a national level, he'd like to see a few states or communities try them - . 
probably in the context of fatherhood grants. . '. .I .. 

Cynthia A. Rice 

12/06/99 12:01 :01 PMCynthia A. Rice 

Record Type: Record 

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

Subject: AK: Can you give us a run 


. To: Andrea Kane/OPD/EOP@EOP 

on what Wendell said 

regarding child support and the bUd9~twhen you spoke to him? (Since he caught up with you, I never 

I. 




Record Type: Record 

To: Cynthia A. Rice/OPD/EOP@EOP, J. Eric GOUld/OPD/EOP@EO~, Eugenia Chough/OPD/EOP@EOP 
. I ' cc: 


Subject: Treasury's response to car leasing and hcimeownership ideas 


---~------------------ Forwarded by Andrea Kane/OPO/EOP on 11/30/99 06:25 PM r-----------------------­

From: Carl Haacke on 11/30/9903;42:25 PM 

Record Type: Record 

To: William G. Dauster/OPD/EOP@EOP; Andrea Kane/OPD/EOP@IEOP, Jason Furmqn/OPD/EOP@EOP 

cc: . I 
Subject: Treasury's response to car leasing and homeownership ideas I 

I ' 
---------------------- Forwarded by Carl Haacke/OPO/EOP on 11/30/9903:41 PM -------------------------- ­

leonard.Burman@do.treas.gov 
11/30/9903:32:35 PM 

Record Type: Record 

To: Carl Haacke/OPD/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Re: If you don't have this - might be interesting -Reply 

, ! Date: 11/3011999 03:27 pm (Tuesday) 

From: Leonard Burman 

To: ex. mail. "CarLHaacke@opd.eop.gov" 

CC: talismanj,fantw,gerardig,davieb,nunnsj,plattj,kieferd,brashares 
Subject: Re: If you don't have this - might be interesting -Reply 

The used car leasing tax credit is the stupidest idea I have seen 
at Treasury, which is really saying a lot. Aside from being over 
the edge tax policy, it would also the Administration's total lack 
of commitment to its climate change tax incentive and its 
anti-sprawl initiatives. 

Cars are not a merit good. Driving a car does not produce 
positive externalities {it actually produces many negative ones, 

mailto:Haacke@opd.eop.gov
mailto:leonard.Burman@do.treas.gov


such as pollution, congestion, :and urban sprawl). A driving tax 
credit would encourage some people who are currently using 
alternative modes of transportation to drive instead, which . 
would be a bad thing. The reason poor people can't afford cars 
is because they don't have money. If they get more money, they 
can buy a car or move closer·to their jobs or spend their money 
on other things that are more important to them, such as food 
and housing. Our policies sh9uld be aimed at.helping poor 
people to get out of pov'erty, rather than subsidizing ce~tain kinds 

: of consumption. 

We have a proposal for a.tax credit to assist low-income people 
to become homeowners by lowering their mortgage payments. 

, (Some of the same arguments I just made apply here, but not 
, 	 all of them.) I think Sarah Rosen will be setting up a meeting to 

discuss. Lowering interest payments is a much better idea 
than reducing dowripayments, because the latter discourages 
saving and encourages people who are highly likely to default 
on their mortgages to purchase homes. Helping poor people to 
experience personal bankruptcy is nc;>t one of this 
Administration's goals. ' 

Encouraging localities to relax their zoning laws to allow higher 
density (affordable) housing is a terrific idea. . 

Len 
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Record Type: Record 

To: Cynthia A. RiceIOPD/EOP@EOP, Eugenia Chough/OPD/EOP@EOP, J. Eric Gould/OPD/EOP@EOP, 
WEINSTEIN_P@A1.@CD@VAXGTWY@VAXGTWY 

cc: 
Subject:' Treasury homeownership idea 

-------~-------------- Forwarded by Andrea Kane/OPD/EOP on 11/30/99 06:26 PM :----------~-------.--------

From: Carl Haacke on 1,1/30/9904:26:05 PM 

Record Type: . Record 

To: William'G. Dauster/OPD/EOP@EOP, Jason Furman/OPD/EOP@EOP, Andrea KaneIOPD/EOP@EOP 

cc: 

Subject: Treasury homeownership idea 


I just spoke to Michael Barr at Treasury -- their own homeownership idea is not fully cooked and ready for 
1 • 

White House consumption. They will send it over once Larry has OK,'d. ' . . ' 

. / 

I ' 



Record Type: Record 

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

cc: . 

Subject: IDAs 


Anil says HHS pass back includes full $25 M. He also indicated enthusiasm on the car idea. I informally 
broached the idea with .carmen Nazario who said she personally likes the idea, and will check around 
quietly with a few ot~ers in the dept. In terms of the package of IDA amendments, OCS is still reviewing. 
them. Carmen had originally agreed to have a meeting in mid-Dec to discuss HHS views, but now is 
asking to postpone til mid-January. Apparently Don Sykes is trying to get more directly involved (which 
can only help, I think), and OCS is also conSidering whether there are other changes they'd want to 
propose besides those proposed by CFED. I told Carmen that we may want to include the car change in 
a package of IDA-changes so we need to keep this thing moving forward,. but I don't think it's essential for 
our purposes that we conclude our review of the CFED proposals this month. 
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MEMORANDUM FOR JOHN PODESTA, 

FROM GENE SPERLING 

RE FY 2001 BUDGET lDEAS . . . 

This memorandum provides a b~ief description ofn~w ideas we are considering for the 
2001 budget. " . 

Education 

College Completion: Record nmnbers of students are entering college, but there is a 
disturbing trend in college completion. College dropout rates are unacceptably high, 
particularly among minorities. We are working on an initiative to address this problem 
by increasing appropriations for grant programs, and encouraging colleges to front-load 
grants (for example, award a student's' 4-year eligibility for Pell Grants in the first 2 
years). Financial need is aprimary factor irifhiencing dropout rates, and students are 
.. I 

much more likely to complet~ college if they make it'through the first 2 years. 

School Construction: We will need to re-propose a school construction initiative this 
year. We are currently considering the appropriate size and duration of this initiative, as 
wel" as whether it would be better to return the idea of funding the initiative on the 
spending side rather than structuring this initiative as a tax credit. 

Poverty 

Expand the Widow Benefit for Social Security to 75 Percent of the Couples' Benefit 
and Provide a Credit ($10,000?) for up to Five Years Spent Raising Children: The 
President could move further in endorsing a speCific widow poverty option, He could 
~lso say that he wou'ld like us t,o. get together ~d do this option in, a paidfor manner that 
does not affect solvency. One possibility would'be to pay for this out of the on-budget 
surplus through transfers. It may be possible to change ~ertain rules and accounting , 
practices in Social Security to do this. ' 

Getting to Work: A major factor in getting out of welfare and into ajob is being able to 
drive to work. But the way the food stamp program works, it penalizes any beneficiary 
who owns a car worth more than $4,650. That car allowance was $4,500 in 1977 and has 
barely crept up since. In the meantime, as a result of welfare reform, states can now 
liberalize their car allowance for, purposes of the TANF program, and more than4.0'states 
have. We,should give states the option of conforming their car allowance under the food 
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stamp program to their car allowance for TANF (solong as they do not lower it). 
Because of Administration steps to increase categorical eligibility under food stamps, the 
cost of this option wili,be less than it was last year. Asweli,the intervening year has 
seen a worrisome drop in food stamp participation. Finally, \Vith states liberalizing their 
TANF car allowance, tpis is now an idea that the states have pioneered. 

Helping Low-Income Working Families: The poverty rate among children in families 
with three or more children is nearly twice that of families with fewer children: , 

. .. " .. 

.4 36 

Source: Bob Greenstein examining 1997 data 

As well, with welfare caseloads declining markedly, the question is raised whether work 
- which, unlike welfare, does not compensate more for larger families 7' still pays for 
people with larger families. For the sake of family formation, supporting work,and 
reducing poverty, the President could ~all for expanding the EITC to help these working 
families. ,A third tier ofEITC benefits could be created for families with three or more 
children. The President began his Administration with a large expansion of the EITC. 
The poverty rate for children has fallen dramatically, but it is still toohigh. The EITC 
plus the minirrium wage lifts full-time workers with one or two children out of poverty. 
With' a one dollar incre~e in the minimum wage, a full-time worker with two or more 
children would have earned $15,115 in 1998 - which is about $1,500 below the poverty 
line for afamily of four ($16,660). Adding an additional tier to the EITC would be a 
well-targeted way to pursue the'goal that no parent working full time should have to raise 
'children in poverty. Senator Gore introduced a proposal to do this (among other things) 
in the bill (S. 995) he introduced May 7, 1991. Congressman Downey introduced the 
companion bill (H.R:2242) the same day. ' ' " 

Muni-Mac - Fannie Mae for Municipal Bonds as Part of New_Markets Agenda: An 
institution modeled afterFaiinie Mae for municipal bonds could iinp~ove liquidity for 
risky and small municipalities. Many small and p~or commUnities may face poor risk ­
ratings because of the lack of quality information about these municipalities to provide 
investors with an accurate picture of future risks. Poor quality information creates 
uncertainty that can increase risk premiums. Muni Mac could help standardize'municipal 
bond issues for seleCted markets so that these communities could better enter the bond 
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market. More standardized and uniform iss,!es could also{aci~itate,bond'pooling'~d' 

thus dlver~ifytherisk of small and poor communities:' This initiatIVe could be 

incorporated into the broader New Markets ag6~da by helpIng-these untapped 

communities.' " " " , ", ' 

',Publish Annual Statistical ReporO)ll NeW' Markets and Develop Website Database 
,To Pool Data Useful to Inv~storsTo Locate Business Opportuniti'es in,New Markets: 
Statistical report. 'We argue that one of the reasons that there'is hidden investritent ' ' , 
potential in New Markets is that the~e is an infOnhation gap that does not'ei1~ol~ potential 
investors to identify productive business opportunities. The Federal GoveriUrient can . 
playa key 'role in filling this gap bypublishing'an,ahn~ statistIcal survey ofNew' 
Markets.'to help, investors understai),d thi~ 'potentiaL' Funding' should include resources' to 
pay fOf'the pooling of existing data;maIdng key statistical indicators more timely, and . 
developing new useful indicatorsthaUlo not currently exist. For example, many 
businesses are dependent on using 'the' median income indi~ator tq ~sessmarket capacity: 
,But the aggregated figUre'hides what may be large numbers ofhouseholds. with much' 
higher incomes within poor commuriities. We could therefore ha~e Census collect data 
on the numbers of hpuseholds that fit intp various income .brackets to help assess the ' 
distribution of inCQme in poor co~unities;ana th~better target investinent 
opportunities~ Website Database. We cari also set up a.website that would enable easy" 
access and sorting ofCensus data on locai communities that would not be possible in 
printed forin because of the volume of illformation.' . ' 

, -l' 

Taxes, ' " 

,.,' , 


Cutting High ,Marginal Tax Rates: Some of the highest nUlr'ginal tax rates,in'the tax' 
system are those paid by people phasing off ofEITC. If Congress ,really wants to reward 

. work and10wer tax rates, it should lower the rate by whIch EITC benefits phase do,wri: ; 
Undercutrent,law, starting at $ 12A60 iriincome, EITC benefits decrease by 16'percent 
for faniiiies, with one child wid by 21' percent for families with two or mote, children. To ' 
maximize the number a(working families, EITG could lift ou~ ofp'overtY, we could lower 
the rate ofdecrease in EITC benefits until the' poverty level for families of three ar 

, ' . l ' . " 

families of four;respectivety , ,. ",'. . 

Eliminate the Marriage.Tax Penalty - forthe',EITCAlso: There are,betier and worse 
ways toadciress·the "Q1a:rriage ,tax penalty." Currently, about half ofmamed taxpayers' 
pay more taxes than if they were single filingseparateIy and half pay less taxes. One way 
of addressing this is to make the standard ded~ction for married filing jointiy 40ubie that' 

. of single fiiers: One lim~tation ~fthis approach is that it provides a bonus for altmarried 
, couplestliaitake the stand~d deduction ~ whether or not they arepayiilg'a peilalty. The 

other limitation isthatit provides re~~tiveiy little ~ relief(about$210 for people in the 
lowest bracket). An alternative proposalcouldbe better targ~ted and thus provide more . 
for those WJlO pay. a penalty. It could'also lie , pitched as being pro workingJamily. We 
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couldm~~ a riew deduction that~wotild be it fraction ofthe rower'earne~'s income ..; ·s'~.. 
that couples with only:o~e'earner wouldnot get marnage penalty relief,but couples who 
. paid the larg~st penalty (those'who earned about the same amount) would get the la,rgest 

· bonus~EITC marriage 'tax relief wO,uld be an integral part of this proposal.' . , . 

Paid'Le~ve Through·,the J'ax Code: We have'long be~n trying to create ways of paying 
people for the leave theytake under FMLA. While we now allow states t~ create state ' 
programs through the UI system, the Federal Governnient can encourage companies to 

,offer paid i~ave through tax deductions, or enable individ~s'to make up for lo~ pay 
through tax credits. (I)Provide corporate tax deductions to encourage firms to provide 
paid family leave for eligible uses. (2) T.ax credit tor lost pay during leave. We could . 
. offer individuals a progressively structured tax cred,it for the pay individuals lose dUring 
leave. The credit would ,be targeted to. lower income fciinilies by making only those with 

· ,joint earnings less than $100,000. eligible. The credit could also be progressive by _ 
offering $1 in credit' for each $110st in pay to families earning less th~$40,000 and " 
$0.50 for each $liost in pay fo~ .f~lies earnirigbetween $40,000 'and $100;000 .. ". 

" ,<, ' >.. , !: ". ," 


· " -. . 


Tax Reforin: The tax code has become ehOIjnoUsly,complex. Nonellieless"the 
. individual income tax reri:uuns abulwark of fairness. Defense and maintenance, of the" , 
income t~'is necessary'to,sustain G:o~eniment:th~fhas a prqgresslye:effect on personal ", 
income; ThiPnisident cohldcall for aTieasliry study and:proposalfor how to simplifY',' . 
taxes -like the 1984 version,by Secretary'Regan cit¢d by Pre~ident Reagan'in his 1985 ." 
~tate of the Union that helped lead to the 1986 tax reform law. Launching a campaign for' 
tax reform would allow the Clinton--Gore Adininistrationto steal the thunder of both 
Republican tax cutters and, Demo~ratic tax simplifiers,from days gone by. 

" ' r " ,>. • ~" , '. 

Imlividhal Invest~e~fC~edits- Flexible Tax Credits: ' The Administratio~ could 
create IndIvidual Investment Credits.' The Credits would act like avoucher. th~t could be 
tr~sferabi~ 'for·an ma.y <if s~rvices that,providedevelopm~nt support such as child care, 
pre.:school, college, healt,Q., job traimng, or basic skills building. Every American; would: 
benefit, but the credits would be allocated according to a steeply progressive scale . 

. . Individua~s thefuselves, w~)Uldd~cide how to use the credits where they need 'itm~st 
among the allowable serviCes, instead ofGovernment deciding for them. " In order to " 

.' enabl~ people to claim the credits when th~y need tfiemrather than during the tax cycle, 
collection.coUld also be' donethrougli :'employer provided advanced payment .option." , 
This option allows employee~to estimate their eligibility and get refunds in reartime 
from their employer through the tax withholding process. It,i~cutrent1yallowe~ for 
EITC .andcould be' used ~s a vehicle for this fomi ()f cre4it The ~dmiru$tration'has 
alreadY·deveI9P~da solid.track record, oftargeted iaxbr:edits for specific key investments 
such as educa11on~ .child care, long term h~th care; and retirement~ We couid take a step. 
further by b:t:o~dening core support for an array of'services whiJe also providing . 
Anlericans th6 fl~xibility to allocate for therriselves ,how the financial support is used. 

','". 
, , 
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This flexibility would be more efficient and could also blunt some Republican criticisms 
that "American's should decide for themselves how to use ,their taxes.", 

Taxation of Civil Rights Settle~ents: The taxation of civil rights judgments and" 
settlements, encourages lawyers to push for higher damages and increases litigation. 
Successful plaintiffs an~ taxed on the full amount of a judgment, notwithstanding that 
much of the proceeds go to attorneys' fees. Both business and the civil rights community' , 
would applaud exempt,ing such settlements from taxation. 

Savings 

. . . , . .' 
Children's Savings Accounts (CSAs): Provide $1,OOO,deposited into a CSA for the 
roughly four'million babies born each y~ar, follo~edby $500 yearlydeposits until age 
five. The Corporation for EnteryJrise Development (CFED) estimates this would cost $40 
billion. 'Eligible withdrawals from CSAs would be for: higher education, first-home 
purchase, and small business capitalization. Matching contributions could additionallY,be 
encouraged through additional tax incentives: , 

IDA Tax Credits: $10 billion over 10 years fo~ ,two tax credits: (I) a Financial, 
Institution Individual Development Accounts (IDA) Tax Credit for matching, on a one­
to-one basis, IDA savings up to $500 per year; (2) and IDA Investment Tax Credit for 
private sector investments in certified IDA programs administered by 50 I (c)(3)s, credit 
unions, or CDFIs. These credits could incre,¥>e the scale oflDAs by leveraging private 
sector involvement. 

Boosting IDAs:$25 million for Asset~ for Independence Demonstration Prog~ani (AFI), 
a $5 million increase over the $20 million included in theFY 2000 budget and the 
maximum allowed under the authorization. AFI is currently the most important source of 
IDA funding. According to ,CFED, $25, million wo~ld allow about 12,000.low-income 
Americans to open up IDAs. ' 

Executive Order To Encourage Savings, Either Among Federal Employees (as a 
Demonstration) or, in the Private S~ct_or: LaSt year,the President announced that the 
companies could make 40 I (k)s the default option; that is, they could automatically put 
new employees in a'401(k) unless they took action to opt out of the plan. There may be 
ways to extend this for the private sector, and also to have the Government do this with, 
the TSP as a demonstration to the private sector. This could be part of an overall package 
to 'encourage savings for working Americans, possibly along with USAs or other ,tax ' 
incentives. ' 

, .... 

I 
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Medicare Reform 

Plan To Strengthen and Modernize Medicare: The President should include his 

reform plan in the budget. We could include the June proposal unchanged, a modified 

version of it, or we' could see if we could work with key Congressional members to 


· develop a bipartisan plan for introduction in January. Below are the elements of the 
proposal that could or should be revisit~d: 

Nature ofdrug benefit. At the end of 1999, it appears that we have made significant·· 
· headway in gaining public support for a.universal rather than a low-income. benefit. This 
may, however, have created a 'pn;>blem.·· Given the cost of the universal benefit - and the 
likely higher cost in the new baseline~we may be faced with a choice of paying more for 
the same benefit or reducing the benefit. Indeed, the Breaux':'Frist proposal includes a 
higher premium for beneficiaries for coverage that is about the same value as the 
President's (it allows managed care and private plans to design their own benefit within a 
certain dollar value, which we think is not viable). We fear that we may be headed down 
the path of the 1989 Catastrophic Act debacle, resulting in a universal benefit that will be 

· too expensive or too modest to besupported by beneficiaries. As such, we may need to 
shift the discoUrse from a choice between low-income and universal coverage to decent 
versus substandard coverage. We may also want to consider modifying the design of~e. 
drug benefit to include some level ofcatastrophic coverage. This could be done by , 
reducing the benefit cap to allow for adding some type ofout-of-pocket limit. Some' ~ 

catastrophic coverage would make it more palatable to both liberal Democrats and some 
Republicans who are concerned about the insurance nature of the benefit. Such a policy , 
however, 'rem~ns subject to the same criticisms that led us to reject it last spring: If has' a 

. higher'growth rate over time; and is more complicated. . 

Inclusion ofBaiclnced BudgetA~t (BBA} 'extenders. It is wilikely that we ~ould credibly 
include the extension of BBA policies inour.pl~, in light of the recent Balanced Budget 
Restoration Act (BBRA). They comprised the majority, however, of the savings in our 
plan. Thus~ if we 'do not include them in our budget, then we would need to consider 
alternative financing sources for the-prescription drug benefit, such as a tobacco tax or 
additional surplus funding. While using a tobacco taX for the budget may be a non-. 
starter, there appears to be support in the Senate for it as a fmancing source for a . 
prescription drug 'benefit (the Snowe-Wyden drug benefit funded by a tobacco tax gained 
54 votes in the budget resolution). In addition, the recent report about the decline in 
Medicare spending may lower the need for surplus for solvency and could justify the 
additional dedication of the surplus for prescription drug coverage. " 

. . . 

Managed care and competition. Although most of the unwarranted managed care 
spending in the BBRA cannot be changed (the 2001 risk adjustment change gets 
implemented in April and most of the $4.8 billion results from the indirect effect of the 

http:inour.pl
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fee-for-service changes on managed care payment rates), we could add a repeal of the 
change in the 2002 risk adjustment and rescission of the rate increase for 2002 to the 
competition proposal. (Savings: probably $0.5 to I billion over 5 years). 

Medicare board To the extent that we want to try to pass legislation next year, we will 
need to be more aggressive on the Medicare Board issue. Like the IRS, HCF A has' 
developed a reputation as an immovable and archaic bureaucracy. While this is in large 
part ~true, it seems clear that no reform package will pass without changes,to Medicare, 
management. Thus, we should consider whether it is advisable to move out ahead of this 
issue, or simplybe prepared to respond to Congressional proposals. ' 

, 	 , ' 

Policies To Reduce Fraud, Abuse and Overpayments: Medicare policies to reduce 
overpayments, fraud and abuse include: Medicare secondary payer enforcement, 

", 	tightening up the partial hospitalization benefit,reduci~g overpayn:tent for epogen, single 
fee for surgery, exp,and the DRG payment window, enteral 'nutrients payment change, and, 
durable medical equipment payment chariges. ,(Savings: ,about $4 billion over 5 year~). 
In addition, Medicaid policies to reduce the windfall for a<iministrative costs (cost 
allocation) and overpayments for generic drugs could save about $1.5 billion over 5 ' 
years. All of these policies wer~ included in the President's FY 2000 budget 

Cancer Clinical Trials: A three-year demonstratio~ would cover the patient c~e costs 
associated with certain clinical trials. nus proposal was in the, President's FY 1999 and 
2000 budgets. (Cost: $750 million over 3 years) , , 

Health Quality , 

Patients' Bill of Rights: The President Will continue'to encourage Congress to'pas~ the 
bipartisan, Norwood-Dingelliegislation.', W~ did not include the revenue loss assoc~ated 

, with this bill in'our budg~t last year arid it would probably be advisable to do the same 
,this year. We have, however, explicitly supported the House Democrats position that its 
Cost should be offset As you rpay recall, they took this position to undermine the 
Republicans' lack of financing of their so-called "access" provisions in the House-passed 
patient bill of rights. . 

Privacy Protections: In the context of the Administration's overall commitment to ' 
privacy protections in health care, financial and other areas, we will likely want to initiate 
or endorse legislation to expand the scope of our authority to regulate in this area to, " 
include paper clai~s (not just electronic clai~s), to provide for greater,enforcement 
authority to ensure the protections promis.ed are ieal, and to' contemplate the possibility of 
an earlier implementation of these protections (the HIP AA legislation constrains Ol;lf.' 

ability to implement the privacy protections until two years after the final regulation is 
issued, which is planned for nextspring). We woul<llikely work with Congressional staff 
on this n,1.ther than initiate such l~gishltiori ourselves. _," " , ' , ' 

~ 	 ~ ~ . 

http:promis.ed
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Promoting Outcomes-Oriented Health Care: Last year, the Vice ~resident appointed a 
commission to exami~e'ways to promote and pisseminate results'ofstudies on effective 
health care practices. TIlls proposal would give HHS a greater leadership role in 
accelerating this activity. (This' may have discretionary costs.) 

.' 
Health Coverage 

Encouraging Small Businesses To Qffer Health Insurance: This initiative would 

encourage small businesses to offer health insurance to their employee~ through: a new 

tax credit fot small businesses who decide to offer coverage by joining coalitions; 

encouraging private foundations to support coalitions by allowing their contributions 

towards these org~zations' to be tax exempt; offerilig technical assistance to small 

business coalitions from the Office ofPersonnel Management. This proposal was in the 


. President's FY 2000 budget. (Cost $100 million over 5 years) (Note: could broaden) 

Coverage of Parents of Children in Medicaid and Chip); This,Administration could 
issue guidance on the CHIP 1115 option, allowing states that cover parents of children on 
Medicaid tq access CHIP allotment funds for parents ofchildren in CHIP. This option 
would only be available to states that have expanded coverage for'children to' at least 200' 

. percent ofpoverty arid have successful outreach programs in place. It could also provide 
state ,with. the same, enhanced'matching rate thatis available for CHIP for ,the parents of 
children enrolled in, Medicaid as an incentive to expan~ coverage. 

Extending Transitional Medicaid:' Under current law,families covered by Medicaid 

(under section 1931) can continue Medi9aidcovenige fQr up to one year after they, , 

become ineligible because' of increased eainings or child support. This requirement 

expires in at the'end ofFY 2002. This proposal would lift this sunset. (Cost: likely 

several billion over 5 years) 


Restoring State Options To Coyer Legal Immigrants: Welfare reform prohibited 
states from providing Federally.:.subsidi'zed health insurance for certain'legal immigrants. 
This p~oposal would restore this option for pregnailt women and children in Medicaid and 
the Children's Health Insurance Prograin (CHIP). This proposal was in the President's 
FY 1999 and 2000 budgets. (Cost: $3QO ~i1lion over 5 years) , . 

Tax Credit for Individual Insurance: This policy woul,d.give pepple without access to . 
employer-based insurance a tax 'credit; eqUal to 25 percent ofthe cost ofcoverage, for . 



FY 2001 BUDGET IDEAS, " DRAFT - 11/23/1999 8:51 AM 
Page 9 

purchasing individual insurance. Whil~ it is not expected to have a significant impact on ' 
coverage, it would removes an inequity iil the tax treatment of he~lth'i~surance. 

. ~'; . 

Accelerating the Tax Deduction for the Self-Insured: This policy, itlcluded.in the 
Repubiican "access" bill, would allow for 1 00 perc~nt deduction of health insurance for 

, self-employed to be implemented in 2001 'rather than the scheduled 2004.' (Cost: about 
$3 billion over 5 years) 

Health Care for the Near Elderly 

Medicare Buy-In for Certain 55 to 65 Year Olds: This initiative expands the health 
options available for older Americans by: enabling Americans aged 62 to 65 to buy into 
Medicare, by, paying ~ full premium; providing. Vulnerable displaced workers ages 55 and ' 
older access to Medicare by offeruig those who have involunuirily lost their jobs and me'ir 
health care coverage a similar Medicare buy-in option; providing Americans ages 55 and 
older whose companies reneged on their commitment to provide retiree· health benefits a' 
new health option, by extending "COBRA',' continuation coverage until age 65. This 
proposal was in the President's FY 1999 and 2000 budgets. (Cost: $1.8 billion over 5, 
years) . 

Health Care for Children 

Option for Usi~g School Lunch Info'rmation for Chiidren's Health In~urance 
Outreach: Currently, school lunch programs are allowed to share enrollment, , 
information with other social programs, but nothealth insurance programs. The proposal 
would allow schools to elect to ~hare school meal appiications with Medicaid and cHip, 
staff unless parents opt not to have such information disclosed. When shared, application 
information may be used oply for the purpose ofchild health insurance outreach and 
enrolhpent. (Cost: $50 million over 5 years) '. . 

Broadening Presumptive EligibilitY for Children for Medicaid: This proposal builds 
on the 1997 option to allow workers in programs that provide services to children; like' ' ' 
school lunch programs and child care subsidy programs, to provide families with . 
immediate, temporary Medicaid coverage while their full application is, being provided. 
This proposal was in the President's FY 1?99 budget. (Cost: about $600 million over 5 
years) .' 

Option for Deemed Eligibility in Medicaid fo~ Children: Currently, p~opie'enroll~d 

in the supplemental security income (SSI) program automatically get MedicaId without, ' 


, filling out a' separate applic,ation. Tpjs propos~l wo.uld give states the same option for ' 

Medicaid-eiigible children (note: states can use this optionln CHIP under current law). 

Specifically, it would allow states whose incomestandarcls exceed the income eligibility 

for the Federal free- and reduced-price, WI~, Head.Start,.or Food Stamps tp',enro~i . 

, . . . . . 

I, ' 

http:Head.Start,.or
http:itlcluded.in
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, children inMedicaid without as~parate applicatio~. States would have to assure that 
.they have safeguards against fraud and that they check immigration status. 

, 	 I , ' 

Aligning Medicaid and CHIP: States would be required to use the same application for 
children eligible for Medicaid and CHIP', to simplify enrollment. States also must use the , 

, same redetermination process for Medicaid and CHIP:' . 

, Long-Term Care <I 

Long-Term Care Tax Credit: This new tax credit compensates for a wide range of 
. formal or informal long-term care for people of all ages with three or more 'limitations in 

activities of daily living (ADLs) or it comparable cognitive impairment. This proposal 
would benefit about 2 million Americans. This proposal was in the President's FY 2000 
budget. (Cost: $5~5 billion over five years)" ' ' . ' 

,National Family'Caregivers Program: The program is designed to assist 

approximately 250,QOO families caring for elderly relatives who are chronically ill or ' 

disabled. It will support a caregiver support system in all states that provides 


. 	information, education, counseling, and respite services directly to care-giving families. 
This proposal was in the President's FY 2000 budget. (Cost: $625 million over 5 years) 

Offering ,Quality Private Long-Term Care I~surance to Federal Employees: 

. Proposal allows OPM t9 offer non-subsidized, private long-term care insurance to all 

,federal employees, retirees, and their families at group ~ates. Roughly 300,000 Federal 

employees are expected to participate in this program. This pro'posal was in the 
P~esident's FY 2000 budget.' (Cost:' negligible), . 

National Campaign To Educate Medicare Beneficiaries A~otit Long-Term Care 
Options: This campaign would provide Medicare beneficiaries with information about 
State administered home and community based care options induding: what long-term 
care Medicare does and does not cover; Medicaid and 'Older Airi.ericans Acfprograms;' 
and what to look for ina quaiity private long-term care policy. This proposal was in the' " 
Presi,dent's FY2000 bu~get. (Cost: $10 million for 2001), '.. '. . ,. 

Extending Medicaid Home'and Co'mmunity-Based Care Options: Thisjlroposal 
would remove 'the institutional bias in Medicaid by allowing states to cover people with 
i'ncome up to 300 percent of the SSI limit both within and outside ofnursing homes. This 
proposal was iIi the President's FY 2000 budget. (Cost: $110 million over 5 years), , 

, 	 . ..' 
, ' 

Promoting Assisted Living for People on Medicaid: This proposal would provide 
HUD grants to convert elderly housing to assisted living facilities if those facilities " 
worked with Medicaid to ensure that Medicaid beneficiaries can live there. This proposal 
was In the President's FY 2000 budget. (Cost: $100 million over 5years)' 



,. 
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Disability 

Extending Medicare for People with Disabilities: In the compromise on the Work 
Incentives Improvement Act, its Medicare benefit was limited to an 'additional 4 and a 
half years, The policy in our budget last year was unlimited. This proposal would 
'remove the time limit. (Cost: $0 for 2001-~5, about $200 million for 2006-10) , 

$1,000 'Fax Credit for Workers with Disabilities: Under this proposal, workers with 
significant disabiiities would receive an annual, $ 1 ,000 tax credit to help cover the,formal 
and informal costs ,that are associateq with and even prerequisites for employment, such 
as special transportation and technology needs. This taX credit 'would help 200,000 to 
300,000 Americans. This proposal was in the President's FY 2000 budget. (Co'sts: $700 
million over 5 years) , ' , 

Expanding Assistive Technology: This proposal would double the budget for assistive 
technologies that enable people with disabilities to work: (Cost: $35 million for 2001) 

Parity for Mental Health Treatment: Following up on this year's White tJouse 
Conference .on Mental Health led by Tipper Gore, we should press on toward impr()ving , 
mental health parity in health insurance. And to help fight the scourge of substance" 
dependency, we should ensure that parity is also ensured for coverage of substance abuse 
treatment. ' 

,Keeping Out ofInstitutions and Getting to Work: Millions of people with disabiliti~s 
would prefer to" live at horne rather than in an institution. Millions ofpeople with ' 

. disabilities would like to contribute to the workforce, if they just had, a little help~ These 
two groups share the need for support staffto help them.' By facilit~ting the providing of 
support l?taff for the disabled, not only would we help people with disabilities stay out of 
institutions and help p~ople with disahilities live more productive lives, but we would' 

. also free up millions ofmiddle-aged mothers and ~aughters, fathers ~d sons of people 
with disabilities, ~~o are now taking time out from their jobs to helpout their disabled, 
relatives. We cap build on the bipartisan success of the Work Incentives act. 

Reinventing Govern:ment 
, , 

Social Ventur~ Capital Fund - Reinventing Government by Improving Invest~ents 
in Social Programs: We could set up a quasi-governrnen~ social venture capital fund 
to make inyestments in social programs in priority areas such as education/training, child 
care, and other anti-poverty initiatives. Th~ Fund would draw its staff from the private 
and non-profit sectors, and its staff would no~ become part ofth~ ciyil service. Salaries 
would be pegged to the performance of the programs toiIn,.pro~e incentives for the 
mainline $taff to identitY ,promising programs and cut off funding for rep~~tedly poor 
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performing programS. The fund would be modeled after Venture Capital Funds, but 
investments would be targeted to effective social programs. Formulas would be 
developed to account for the social value of the programs to determine c1,ear returns to 
cap~tal. Such aFund could be part ofa Vice Presidential re-invention effort to improve 
Goveriun~nt program incentives so that Government funding is held more accountable. 
While NPR and the Government Performance Review Act (GPRA) are making strides to 
improve the peiformance measures that are collected, they do not change the incentive 
structure to make funding dependent on performance. 

Green Pages in the Phone B'ook- Gov,ernmentS~rvice and Hotline Number~: The 
Administratiorj should develop a Green Pages section in the phone book ~at would 
describe in plain English basic ,rights and regulations the Government '~nforces, and 
services it provides with 1~800 numbers to find out more. The initiative could be ' 
introduced by the ViCe President as part of his reinvention effort andbe part of a full­
scale customer service campaign. The Vice President's NPR office doeS have an 

. ,initiative to modify th~ir existing Blue Pages to make it more userfrii:mclly ..The effort 
falls short~ however, of its potential,and there are no plans to integrate it into it more 

, visible campaign. ' 

"Putting a Human .Face on the Global Economy" 

Launch an Economic Democracy Institution Building Initiative::The President could 
enhance his legacy of world economic leadership and contribute tp building the new 
consensus on trade he seeks by issuing an appeal to international fmancial institutions and 
dOhor governinents to raise the profile, increase the funding, and'improve the ' 
coordinati~n of assistance' to countries that wish to build modem systems of public 
a~inistration for the implementation of economic policies. He could urge the 
international community to offer not only expertise in 'the design of laws, regulations, and 
adjudicatory procedures, but also re~ources for the training and compensation of public 
administrators. It is quite possible that he will do so in December to. a meeting With 
heads of international organizations in Seattle. As a follow up to this appeal to the 

~ . . . 
international community, the Administration could propose a new program <?f bilateral 
assistance in this area, building on the considerable work AID and other agencies are 

, already doing in developing countries., It might involve a high-pro:fJle, exchange program' 
, that would bring developing country public administrators to the n.S. to learn ,how oUr 
, public institutions operate as well as send our experts and resources to their countries for 
onsite assistance (an Economic Democracy Corps?). The initiative could be explained to 
the American public ~s helpful ~ot only in aiding poor countries combat the scourge of 

. corruptio'n in their d~lly eCOIlOrpic affairs (which places American. businesses at a ' 

disadvantage. because ofqur'comparatively strong anti-bribery strictures) b~t also to 

ensure that financial,labor, environmental, and other protections are extended to 

entrepreneurs,' investors, workers, and communities in practice as well as in'law. 

Americans have a ~lear .stake ih the latter, as there is little that would respond more 


J 
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directly and constructively to concerns about the impact of globalization on workers and 
the environment in developed countries than an effort to improve the capacity of 
. developing countri~s to administer ·their oWn labor; environmental, and other laws . 

. " . '. .' . , 

The cost to the U.S. ofenhancing it~ bilateral a~tivity in this area'coldd be modest, , 
anywhere from $25 million to $150 million per year above our current capacity building 
requests. US AID has forwarded to OMB all FY 2001 request for a $l75 million plus-up 
in iis:governance and economic growth program, wIVch covers the scope of activities 

. entailed in this propo~al. This is AID's major request for next year, and it seems quite 
Willing to have it linked in some way to our "human face" and WTO developing country 
agendas. Some portion of thJ.s amount, when combined with our existing capacity 
building funding levels and initiatives, would ~esufficiep.t t6leverage our con4'ibution 
many times over with international institutiokfuriding. We may well launch the 
international organization aspect of this appeal in some fonn at·the Seattle WTO 
ministerial as part ofour developing country agenda there, in which case an FY 2001 
budget ~equest for adaitional USG funds for this, purpose would be helpful follow 
through. 

InstitUtion building in developing coUntries is a ~issing (or at least seriously 
underemphasized) piece of the world's economic'policy architecture. Particularly ill the , . 
aftennath ofthe Russia corruption revelati<;ms, the U.S. is emphasizing the ne~d to add 
good governance to our standard development,prescription ofsound fundamentals, 
openness, and competition. Institutions thatenforce the rule of law in economic affairs 
influence the breadth ofparti'cipation in the be~efits from the expanded economic growth 
brought by trade and investment. As we hear repeatedly in trade debates, many . 
developing countries fail to adequately implement and enforce investor, worker, , 
consumer, and environmental legal protections. The reason is typically not the lack of . 
good laws but rather weak public administration stemming from 'inadequate expertise and 
resources. As these countries expand trade and investment ties with developed countries, 
their weak domestic institutions can contribute to skepticism about the fairness of trading' 
arrangements aJ)d fear~. about a race t~ the bottom ~th respect to social protections' ' 
among citizens in advanced countries. Moreover, as'we l,earned from our o~ " '. 
industrialization, the absence of effective financial, labor, health and safety, and judicial 
protections can limit the gains to broad living standards from' rapid'industrialiZation and 
contribute.to inequality in developing coUntries. This in tUrn can undennine puhlic 
support for open markets and domestic refonns. 

Call on World Ba~k and MDBs To 'Support Creation of Social Insurance Prog~ams 
in Industrializing Countries:. One of the.lessolls of the Asian crisis is that the hUmrul . 
. toll of financial crises is worse in countries without basic social protections. We learned 
this lesso.n in the United States in at an earlier stage ofour oWo·'economic development. 
Out of the. ashes ofour own financial crash and economic 4epression, we cn';ated two 
basic so'c,iat insurance schemes t'o lessen th~ human co~ts the acceierated economic' 
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. 
change brought by a modernizing economy. The establishment ofour unemployment 
insurance and Social Security programs in the 19308 not only made our economy more . 
resilient, it also bolstered public support for market-oriented policies essential to the , 
flexibility and innovation central to AInerica's subsequent economic success. The forces 
ofcreative destruction unleashed by today's global information economy dwarfthos~ we 
experienced earlier"in our industrialization. We should stand ready to help newly 
industrializing countries seeking to institutionalize greater social protections. for their 
workforces. The President' could call on the World Bank in consultation with the regionaL 
multilateral development bariks to take steps to provide technical ~d financial assistance 
in the design, capitalization, ap.d administration of such programs. Again, this step ties in 
well with our efforts to reassure workers here that global integration will naturally and ' 
steadily lift living stan<iards and workip,g, conditions in developing countries: 

Call for a New Global Eff~rl To Educate Chil4ren: UNICEF estimates that providing 
primary education to all kids would cost the world an additional $7 billion :per year. 
UNICEF'~ estimate relates to all kids in all countries not now being provided primary 
education(a large proportion of those not now in school ar~ girls). We might bring the 
international annual cost down by focusing on least developed countries or by phasing in 
the program (which would require a considerable pe~iod to implement in any event). V{e 
could make it effective by emph!iSizing a school lunch component (this would add a " 
pr~ctical ince~tive for poor families to send their kids to school). Such ~ proposal would 
bea visionary,,legacy-Ieavinginitiative that would help reduce child labor and boost 
economic'growth prospects iji the 'developing world: The direct cost to the U.S; would be 
limited rn: that we'd be appealing~airiIy to'international donors, notably the IFIs, but also 
private donors, to step up their efforts. The initiative would dovetail well with the 
Cologne Debt Initiative framework for channeling' savings to developing country 
goven:t':n:iertts from'debt relief into higherspe~ding for poverty reduction, inc~udirig 
education. 

Energy and, Environmental Technologies: The global markets for energy and 
envirorunerital technology are growing dramatically. An'increased supply of energy is " 
needed for economic development around the world; failing to provide needed energy 
services would risk economIc development and political stability. Likewise, the .' , 
developing countries have a growing need for new environmental technologies; they are 
necessary to clean water, reduce environment-related health problems, and to, promote 
sustainable developm~nt and the efficient use ofglobal resources. The President could 
propose a comprehen~ive init~~tive to expand U.S. export ofenergy and envirorui:tental 
technologies, creating perhaps several hundred thousand new jobs. Moreover, we would 
at the same time be enhancing air and ~ater quality, reducing the emission of gre~nhouse 
gasses and improving health around the world. The President's Committee of Advisors. 
on Science and Technology (PCAST) has concluded that global markets for energy . 
supply technologies alone couid total $10 trillion over the next 20 years. The Department 
of COn:lmerce believes that we could double the export of environmental technologies to 
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$36 billion by 2005, creating about 130;000 new jobs. U.S. firms need to capture a 
significant share of that market, however, if they are to remain competitive. PCAST.has 
recommended approximately '$250 million of additional spending in order take advantage 
of the opportunity that lies ahead. These funds would be used to prom<?te incr~ased joint 
technology cooperation in research, development and adaptation, including technical 
assistance and training, for buildings, industrial efficiency, transport, clean fossil energy, 
and renewables; to offer bilateral assistance to trading partners; increase support for 
energy sector policy reforms at multilateral banks; work with the private sector to 
promote practices that will facilitate the sale of such technology; and, streamline and , 
enhance trade assistance at U.S. export agencies. The President noted as recently as his 
last press conference that developing countries need not develop along the same fossil 
energy fuel path that the United States and Great Britain de"eloped, ,and this initiative is ' 
consistent with that thought. 

High Tech 

. Internet Access for Rural America: Fiber optic cable is replacing traditional copper 
and coax cable as the primary source of data transmission. In rural areas, however, the ' 
small numbers of users per mile make the cost ofinstalling fiber'optic cable prohibitively 
expensive. In the Pacific Northwest, the Department ofEnergy's Bonneville PO\ver 
Administration (BPA) has ihsta11edfiber optic cable within its right-of-way to provide 
communications between its facilities. In order that it has room to expand its. data . , ' 
transmission capacity in the future, BPA's fiber optic cable contains excess cap~city . , 
which BPA.'s has begun leasing to public utility districts (PUD) so that they may offer ~ 
data transmission access to internet providers arid their rural customers. BP A simply . 
provides the backbone of the system, and the PUDs have ~o pay for the cost of local 
interfaces. The President could propose expanding such'a program to all of the Federal 
power administrations, bringing affordable Internet access to a much greater geographic 
area. 

Digital Divide: Currently, households with incomes of$75,000 and higher are more 

than twenty times more likely to have access tO'the Internet than those at ,the 'lowest 


, income levels, and more than nine times as likely to' have a computer at home. The' 

President could launch a bold initiative to help close the digital divide, by: 

, 	 .' 
• 	 Expanding support for Community Technology Centers (currently at ~32 


million); 


, , 

• 	 Providing taX incentiyes for' broadband investment in dis~essed urban and rural 
communities; , 

• 	 "Encouraging the development of~ont~nt that will help empower low-income 
families,(e.g. adult literacy, English as a SeCond Language, local iriformation on 
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child care, health care, transportation, information needed to start own micro­
, enterprise); and , ' 

• J 

• 	 Subsidizing PC and Internet access to the home for l~w-income households; 

• 	 ' Encouraging the private sector to provide PCs and Internet access with a . 

"telecommuting tax credit." 


Information Technology for the Twenty-First Century: The President first called for 
this initiative in;his 1998 MIT Commencement address, and it was included in the 1999 . 
SOTU. The Vice President rolled out the initiative in CaFfomia. This, is the second year 
of a multi-year effort tq significantly expand our investment in information technology, 
research in three areas: (1) Fundamental IT research: (examples) Mariaging the Internet 
as it grows to connect not just millions ofcomputer, but potentially billions of devices; 
developing software that is much more reliable and dependable; improving wireless 
technology so that it will provide broadband connectivity to rural America; real-time 
translation betweeIiinultiple foreign languages; developing computers not based on 
~omputer chips ..,..but biological mechanisms such as DNA. (2) Scientific and other 
applications ofIT: ,,Acquisition ofvery high-end computers capable of trillions of 
calculations per second; more accurate prediction of hurricanes and tornadoes, which can 

. save live$ and reduce evac:uation CO$ts; reducing the time r~quired to develop live-saving 
drugs, and moving from determining the sequence of the human. genome to de~ermining 
the· function of genes; (3) Econom~c, ethical, legal and social implicationiofthe 
Information Revolution: .Studies on the broad ecqnomic and social impacts ofIT.. ' 
Rationale: Information technology is driving the U.S. economy. In recent year$,IT has, 
accounted for 113 of U.S. economic growth, and is generating jobs that pay almost 80 
percent more-than the private sector average. All sectors of the U.S. economy are using 
IT to increase productivity and become more competitive. Many of the technologies that 
are responsible for the remarkable U.S. economic performance have their roots in 
Govemment-sponsore<;t research,going backto the late'..t"960's. The ARPANET is only 
the best known, example - others include the first. graphical Web, browser. --- which led to_ 
the explosion of the World Wide Web. Companies rarely, if ever, fund research with a 
time horizon of longer than 3-5 years. "Funding university research also helps address the 
skills gap - since it provides'support for graduate students through research grants. A 
blue-ribbon commission (the President's Information Technology Advisory Committee) 
has endorsed doubling our current IT research investment. Cost: Last year's request was . 
an increase of $366 million. We would be looking at a similar level of investment this 
year~ , Agen~y requests will be modified to reflect final FY 2000 appropriations. For 
example, NSF. got almost full funding; Energy was zeroed out. 

Nanotechnology: Nanotechnology is the ability to manipulate matter at the atomic and 
molecular level to create things with new, useful properties. A "nanometer" is a billionth 
of a meter. Nanotechnology could transform the 21 st century in the same way that the 
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transistor and the Internet transformed today's economy and society. Nanotechnology 
could lead to the following breaicthroughs: Material that is strong as steel but 10 times 
lighter; the ability to detect tumors a few cells in 'size as opposed to waiting until they are 
visible to the human eye; the ability to store the equivaient of the Library of Congress on 
your watch; filters that can dramatically reduce air and water pollution by screening out 
small partiCles. The initiative has five elements, ip.cluding: (1) support for 'fundamental 
research; (2) "grand challenges" (discussed above); (3) university-based centers of 
excellence; (4) education and training; and (5) research infrastructure (instrunients). 
Rationale: Huge potential payoff - could be the next big thing. Beyond tim~ horizon of 
companies - requires some real breakthroughs before the technology can be ' 
commercialized. Will help with the "balance" of our overall research portfolio by 
increaSing.support for physics, chemistry, materials science, electrical engineering; etc. 
Very high-level of interest in the research conurturuty -: age~cies ~an only fund a small 
portion of the meritorious research proposals that are coming in. Cost: Agencies have 
submitted requests for $311 million in FY 2001. ' ' 

Educational Technology Research Initiative: Invest in research to improve the "state­
of-the-art" ofeducational technology . Examples would'include: use of speech ' . 
recognition and,speech understanding to improve reading performance of at-risk 3rd 

graders; modeling and simulation to allow students to learn by doing - similar to the way 
pilots learn to fly by using a flight simulator as opposed to getting lectures on 
aerodynamics; an intellige~t tutor that recognizes common student errors and provides' . 
customized feedback. Rationale: Leverage Federal Government's investment in IT 
research by applying itto education. Current level of investment in education research 
(relative to total spending) is 0..1 percent - compared to 3 percent for industry and 10-15 
percent for high-tech industries. Recommended by President's C9unCiI of Advisors on 
Science and Technology (David Shaw report). Research in this area has led to 
demonstrable results that show effectiveness of educational technology (for example~ " , 
Carnegie'Mellon Algebra Tutor significantly improves student performance on story 
problems). Cost: $50 million in Department of Education budget. This would support 
10 centers of excellence - including research, development,and evaluation in a classroom 
setting. -' , 

Internet for Economic Development Initiative: On October 12, 1999, President 
Clinton said: "Now, last year we made - and this year we will make, through our aid 
programs in foreign countries - ove~ 2 million micf(~enterprise loans to poor people, to' 
help them start their businesse~ in Africa, and Latin America, ~d Asia. If you could: 
somehow marry the microenterprise concept, to setting the infrastructure of the Internet ' 
out there, I do think it's quite possible that you could skip a generation in economic:' 
development in a way that would reinforce rather than undermine the environmen,t:;' 'The 
President called for this in November 1998, too late to seriously affect the FY 2000 AID 
budget. The goal-of initiative is to expand Internet and its applications in 11 developing 
countries. The Vice President has given several keynotes on the link between the Internet 
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and development in developing co~tries. Elements of initiative include: policy refonn 
(encouraging developing coUntries to adopt Internet ~d e-commerce friendly policies); 
training of people in developing coUntries; support for applications of Internet including 
e-commerce for small and· medium-sized enterprises, distance learning, and telemediCine. 
Rattonaie: Global spread of Internet Will boost U. S. exports, because of dominant 
position of U.S: suppliers. If developing countries feel that they have a stake in'the 
Inforinati'<?n Revolution, they will be more likely to support U.S. positions on e;. 
commerce. Major impact on economic and social development in developing countries. 
For example, fanners can get twice as much for their cropsjust by being able to find out 
the current price in the capital city. Cost: $45 million. ' 

Manufacturing Initiative: The goal of this initiative is to strengthen competitiveness of 
U.S. manufacturing sector. Possible components include: export promotion (ExIm, 
Department ofCommerce); inciuribent worker training (Labor, tax incentives); helping 
small and medium-sized companies adopt e-commerce (Commerce); "green" 
manufacturing (Energy Dept.); 21 sf century manufacturing technology (NSF). Rationale: 
Concerns about manufacturing job loss. Importance ofmanufacturing to U.S. economy. 

I ' 

Vaccine Initiative: In his UNGA speech, President Clinton committed to hold a White , 
House'conference on vaccines'fordeveloping coUntries (for example, AlDS, malaria, 
TB). A budget initiative to encourage development of vaccines might include: 
Guaranteed purchase ofvaccines if developed (for example, agree to purchase vaccines 

, for each African rfew-bOrh); funding for R&D; tax incentives for phannaceuticals; 
purchase of vaccines that already exist. Rationale: Millions of people die each ye,ru: from' 
diseases prevalent in developing countries, but phannaceutical companies don't have any 
incentives to develop vaccines. Diseases in developing countri~s can effect U.S. as welL 
Significant opportuillties for leverage exist (Gates Fpundation, other G-8 countries, etc.). 

E-Socie~: '[~ee separate memo.] 

Other High Tech: Telecommuting tax credit. Initiative' to encourage broadband 

deployment in iural or depressed urban areas for small and medium-sized businesses 

(Commerce is working on this). Tax credits for IT worker training (modified Conrad 


'bill). DoD research budget: Issue is that Congress plussed up DoD research budget by $i 
billion in, FY 2000 above President's request. If we submit current FY 2001 request it 
will look like a '14 percent cut from FY 2000 enacted. Overall level of research funding ­
Research Fund for America. Continued/expanded funding for previous initiatives: 

, Community Technology Centers; Disabilities tech initiative; Digital Library for 
Education; Learning Anytime Anywhere; Non-profit applications of Internet and IT­
Commerce program; Technology for adult literacy. 



Summary ofFY 2001 Agency Welfare Proposals 
($ in, nearest millions) -11119 DRAFT 

HHS 

Proposal FY 2000 FY 2000 
Request 

TANF $17,00 

FY 2001 Change from FY 
Request 2000 request 
$16,984 -$20 

Child Support* 
SSBG 

$3,217 
$2,380 

$3444 +$227 
'$1,700 -$680 

LIHEAP ,$1,100 $1,100 ,0 

IDA $20 $25 +$5 
CSBG $500 $500 0 
Neighborhood Innovation Program' 0 $27 +$27 
Community Food and Nutrition 0 0 0 
Job Opportunities for Low-income Individuals 0 $11 +$11 

rch & Technical Assistance $69 $64 -$5 
esearch and Demo $6 $28 $6 0 
isabilities 

" $119' $155 0 
*Excludes collections, so passthrough, distribution and gaming proposals are not re ected in this table. 

1. Child Support: 

• Passthrough - Federal government shares in the cost of child support passed through to 
TANF families and disregarded for purposes of income eligibility. For amount a1?ove the 
state's current passthrough limit, the federal goveniment will share with the state in the 
cost ofa passthrough of up to $100 of current child support collected. ~ 

• Distribution - State option to simplify existing child support distribution'rules. 
Collections made on behalfof families who no longer receive assistance would be paid 
directly to the family. 

• Enforcement - Require state to intercept and gambling proceeds ofnoncustodial parents 
that owe overdue child support. This proposal will save $200 million over 5 years. 

,2. Community Services 

• IDA -- $25 million, a $5 mimon increase above FY 2000 level. 
• CSBG - Continues FY 2000 request of $500 million. There are also a few small 

discretionary grant programs under CSBG, including 
, (1) JOLl ­ grants to nonprofits (including community development corporations) for 

job creation efforts for: individuals below 100 percent. of poverty; microenterprise 
business opportunities for eligible participants; business expansion through 
technical and financial assistance to private employers in low-income 
communities. $10.5 million in discretionary grants that were zeroed out in FY 
2000. Funding level nearly triples FY 1999 level. 

(2) Community Food and Nutrition - grants to public and private, state and locals to 
coordinate existing food resources, initiate new nutrition programs in underserved 



areas, and identify sponsors of child nutrition programs. HHS proposes not to 
fund, in anticipation that Congress will. 

(3) Neighborhood Innovation Program - Newly authorized in 1998, but never funded. 
$27 million would fund grants to neighborhood based nonprofits to support 

, innovativ,e approaches to addressing obstacles to succeeding at work. 

3. 	 Children's Research and Technical Assistance 

c. CSE Training and TA -- $14.4 million. This funding level is based on collections and 
would increase to $15.4 million if the CS passthrough legislation is enacted. 

,It. CSE FPLS $28.8 million. This funding level is based on collections and would increase 
to $30.8 million if the CS passthrough legislation is enacted. 

• Welfare reform research -- $15 million ' 
c, Child welfare longitudiri'al study -- $6 million 

4. 	 Developmental Disabilities: 

.. , Basic State Grants -- $64 million 

.. Protection and Advocacy -- $27 million 

.. Projects ofNational Significance -- $10 million 

.' Centers for National Excellence -- $17 million 

5. 	 Tribal Initiatives: 
• 	 Native American Programs-$lO million increase to support self-sufficiency through 

economic development and governance projects. . 
• 	 Additional staff support for implementation of tribal T ANF, child support, and child 

welfare -- $3.4 million. . 

DOL 

Proposal FY 2000 
Request 

FY 2000 
Enacted 

FY 2001 
Request 

Change from FY 
2000 request 

Welfare-to-Work $750 nJa $250 -$500 
Lifelong Learning nJa nJa $354 nJa 
Disability Services ODPET nJa nJa , ' $148 nJa . 

Vulnerable Workers nJa, nJa $21 nJa 
Youth Activities $1,001 $1,001 $1,251 +$250 
Youth Opportunity Grants $250 ,$250 $250 '0 
Adult Training $955 $950 $1,055 +$100 
Job Corps $1,347 $1,359 $1,445 +$98 
Ex-offenders nJa' $15 $200 nJa 

1. 	 Welfare-to-Work: $250 million, reflecting our revised authorization proposalto spread 
extension over two years, with $750 million in FY 2000. This proposal may need to be 
revised. ' , 



2. 	 Lifelong Learning: $354 million and 25 FTEs to close the skills gap and the wage gap 
. between high school and college graduates. Funds will: 

• 	 Support on-the-job training by employers to their current adult employees, particularly 
those who are less educatiori or in smaller establishments. 


II Link youth to the post~school workforce system. 

• 	 Help adjust older workers to the changing workpface: 
II 	 Ensure that no groups, including individuals with disabilities and minorities, are left 

behind technological developments. 
II Improve access to and training on the Internet{or all populations and geographic areas. 

3. 	 Disability Services: $148 million and 106 FTEs to establish a new Office of Disability 
Policy, Evaluation and Technical Assistance. The office will provide overall coordination 
and leadership in federal disability services, and help leverage local and private resources. 
ODPET will promote the employment of people with disabilities, and savings through 
reduced dependency spending and consolidation of existing programs. 

4. 	 Vulnerable Workers: $21.4 millIon and 23 FTEs as part of a new multi-year project to help 
vulnerable workers meet the challenges of an increasinglY,diverse, temporariand aging 
workforce. Funds will allocated as follows: . . 

• 	 Temporary workers -- $1.5 million for an FLSA enforcement program targeting 
temporary workers; $2.5 million in grants toCBOs to provide outreach and training to 
contingent workers; and $500,000 in research. 

• 	 Employee Rights -- $2.1 million to share information with workers and employers on . 
employee rights and responsibilities. Handbooks will be developed in several languages 
and braille, and other outreach activities. 

• 	 Older Workers -- $10 million in ETA for competitive grants to employment and training 
entities, such as Workforce Investment Boards, that partner with employers to hire or 
upgrade the skills of older workers, particularly in the manufacturing sector; and $3.4 
million to expand the scope of the Survey of Occupational Injuries and Illnesses. 

5. 	 Youth Activities: $1.25 billion to help approximately 750,000 low-income, at-riskyouth (age 
'. 14-21) prepare for academic success, employment, and good citizenship. 

6. 	 Adult Training: $1.1 billion to increase the number of adults to be served and to ensure 
successful implementation of WIA in all states an<:i territories. 

7. 	 Ex-offender: $200 million to examine more effective methods to transition ex-offenders, 
particularly young and first-time offenders, into the mainstream economy. This initiative 
will be the first significant effort to address the labor market needs of this population, as 
targeted by WIA. An estimated 50,000 individuals would be served by the competitive 
grants to states, local WIA agencies, and corrections agencies that provide remedial 
education, pre-release and initial release activities such as career and life planning, and job. 
placement. 	 .. 



HUD 


Proposal . FY 2000 
Request 

FY 2000 
Enacted 

FY 2001 
Request 

Change from FY 
2000 request , 

Vouchers $491 $347 $983 +$492 
EZs, $150 $70 $150 0 
CEF . , $125 $275 $400 +$225 
'APIC $37 $20 $37 0 
CDBG $4,775 $4,800 $5,349 +$574 
Regional Connections $50 0 $50 0 
Indian Housing Block Grant $665 $620 $710 +$45 
HOME Investment Partnership $1,610 $1,600 $1,800 +$190 

1. 	 Vouchers: $983 million for 172,000 new vouchers, of which 25,000 will be welfare'to work, 
20,000 for homeless, and the remaining 127,000 for people on waiting lists for assisted 
housing. This request dcnibles the FY 2000 request to fund 25,000 welfare to work vouchers, 
18,000 homeless vouchers, and 60,000 incremental vouchers. 

2. 	 EZs: $150 million for second year ofRound II funding .. 

3. 	 Community Empowerment Fund (CEF): $400 million to leverage $2 billion in.private sector 
investments and create nearly 300,000 jobs; 

4. 	 America's Private Investment Companies (APIC): $1 billion to'leverage $1.5 billion for 
revitalization efforts and job growth in rural areas and central cities. 

5. 	 CDBG: $5.3 billion (10 percent increase over FYOO), limiting set-asides to $173 million. FY 
2000 appropriation includes $55 million setaside for Regional Connections and $275 for the 
Economic Development Initiative. . 

6. 	 Regional Connections: Authorize a $50 million program (proposed in FYOO as CDnG set­
,aside) to provide competitive grants to states and locali,ties that coordinate strategic plans 
addressing urban and rural communities. 

7. 	 Indi;m Housing Block Grant: $710 million in grants to increasing number of eligible tribes 
for housing assistance, economic development and job creation activities. 

8. 	 HOME Investment Partnership: $1.8 billion to provide flexible funding for communities to 
construct or repair homes for low- to moderate-income families. 



DOT 


F )osal FY 2000 
Request 

FY 2000 
Enacted 

FY 2001 
Request 

Change from FY 
2000 request 

~Access and Reverse Commute Grants $150 . $75 $150 0 

$140 million in Job Access Grants and $10M for Reverse Commute Grants 

USDA 

Food Stamps Legislative Proposals: 

., Eliminate the fair market value test -- $190 million in the first year, and $1.875 over five . 
• , Phase in a lower the food stamp benefit reduction rate from 30 percent to 25 percent -­

$260 million in the first, and $5.54 billion over five . 
• ' Restore beneMs to certain legal immigrarits made ineligible by welfare reform by 

eliminating the five-year waiting period. $105 million in year one, and $1.545 billion 
over five. 

Legal Immigrants . 

Proposal FY 2000 
Request 

FY 2000 
Enacted 

FY 2001 
Request 

Change from FY 
2000 request 

ED -; ESLICivics Initiative $70 $25.5 $75 +$5 
SSA - SSI (plus related Medicaid) $930 0 $930 0 
HHS - Medicaid $105 0 n/a n/a 



,Summary of FY 2001 HHS. Tobacco Proposals 
($ in nearest millions) 

Proposal 

CDC Tobacco Use Prevention and Control 
FDA Youth Anti-smoking 

FY 2000 FY 2001 Change from FY 
Enacted Request 2000 request 
$101 $131 +$30 
$34 $88 +$20 

1. 	 CDC -- $101 'million to continue th~ 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. Four program 
components include: {l) community interventions, (2) counter-marketing, (3) policy and 
regulation, and (4) surveillance and evaluation. In 1999, National Cancer Institute's ASSIST 
(17 states) program and CDC' s IMPACT (32 states and DC) program were consolidated into 

. the National Tobacco Control Program at $51 million. Requested increase would bring states 
wit the former IMP ACT programs up to a comparable funding level as states with fornler 
ASSIST programs. . " ' 

2. 	 CDC -- $30 million and 10 FTEs to provide the Foundation for the New Millennium of 
Tobacco Use Prevention and Control. CDC would expand efforts to coordinate. a national 
approach by: 

., 	 Providing federal leadership -- $22.3 million for cooperative agreement support for the 
state National Tobacco Control Program, technical assistance, communication and 
education support to states, school health and oral grants . 

., 	 Strengthening tobacco use science for public health action -- $6.3 million for surveillance 
and evaluation TA, lab and community prevention research . 

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

3. 	 FDA --: $88 million to expand youth anti-smoking outreach and enforcement activities in all 
states. 

• 	 Enforcement and evaluation - Expand inspections from 400,000 in FY 2000 to 540,000 . 
, retailers. MQnitor compliance with rules such as advertising outside the proximity of 

schools and playgrounds, black and white text only ads, and 'elimination of vending 
machines except in adult-only places. Funds would also support completion of national 
retailer database. 

• 	 Compliance outreach - Distribute retailer information kits and newsletters. 
• 	 Product regulation - FDA may need .to develop performance standards for cigarettes and 

smokeless tobacco products, classify products, and inspect industry practices. 
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"•• J. Eric Gould 12109/99 11,:37:'53 AM 

R,ecord Type: Record 

To: Cy~thia A. Rice/OPD/EOP@EOP 

cc: 

Subject: Re: DOJ $ for child support enforcement 


Let's discuss .. Kim Simmons at DOJis chairing the child support task force withinDOJ - she is brand 
nI::lW and knows nothing about the budget. She is looking into it but has no idea why they did not 
re~propose the $5 million for FY01. ' 
---------.:------------ Forwarded by J. Eric Goutd/OPD/EOP on 12109199 11 :36 AM -------------------------- ­

,~,ohn,.E. Thompson, ' 
12(09/9911:26;09;AM : " 

Record Type: Record 

To: J. Eric Gould/OPD/EOP@EOP 
CG: See the distribution list at the bottom of this message 
bec: 
Subject: Re: DOJ $ for, child support enforcement I] 

The 2000 President's Budget requested $5m for child support enforcement. The final 2000 appropriations 
legislation did not fund our request. 'DOJ has not requested any funds in 2001 for child support 
enforcement. 

David J. Haun 

-.-----~~------------- Forwarded by David J, Haun/OMB/EOP on 12/09/99 10:01 AM --------------------------- ' 

~. 
•• J. Eric Gould 12109/9910:54:31 AM 

Record Type: Retard 

To: David J. Haun/OMB/EOP@EOP 

cc: 

Subject: DOJ $ for child support enforcement 


The FY 2000 budget provided $34 million/S yr to beef up DOJ's legal support staff dedicated to' child 
support enforcement. It is my understanding from Kim' Simmons at DOJ that we 'didn't get any of it. Was 
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December 16,1999 

The Honorable William Jefferson Clinton \ ' 

President 

The White House 

1600 Pennsylyania Avenue, N.W.' 

Washington, DC 20500 


Dear',President:Clinlon: 

, I am writing to urge you to include:funding for S. 1364, the Responsible 'Fatherhood Act 

of 1999, in the Administration's Budget for fiscal year 2001. This legislative package has 

received support from a bjpartisan group of Senators, the National FatheIhood Initiative, the 

Progressive Policy Institute, the Hudson Institute. the National Practitioners Network for Fathers. 

and Families Inc., the National Center for Strategic Nonprofit Planning and Community 

Leadership, the Children's Institute International, and a bipartisan group ofGovemors. 


" 	 ' < • 

Senator Domenici and I introduced the Responsible Fatherhood Act of 1999 in an effort 

to address our country's current epidemic offatherlesshess. Too many children today spend their 

days without the love, support, and presence of their fathers. The number of kids living in 

households without fathers has tripled over forty years) from just over 5 million in 1960 to more 

than 17 million today: Unfortunately, the United States leads the world in'fatherless families. 

Vice President Gore indicated his understanding ofthis issue and the need for action when he 

unveiled his legislative suggestions last session~ , 


Research has proven that when fathers are absent fromtheit lives, children are: 

• 	 , Five times morc likely to live in poverty, 

More likely to bring weapons and dI1lgs into the classroom, 


• 	 Twice as likely toconunit a crime, 
• 	 Twice as likely to drop out of school, 
• 	 Twice as likely to be abused, 
• . More likely to commit suicide, 
• 	 Over twice as likeiy to abuse alcohol or.drugs, and 


More likely to become pregnant as te.enagers. 


The efforts of the Administration to address this issue have been both appreciated and 

successful. . However, more can be done. Therefore, in light ofthe heightened attention 

fathe.rlessness has received. and the increased need for a solution, we request that the 

Administration take, an additional step and include funding for S. 1354 in next year's budget. A 


r 
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summmY ofthe major components of the bill is attached. Please feel free to contact me with any 

. questions and I look forward to working with the Administration on this important matter. 


Senator Evan Bayb 

r 
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BaybIDomenici Responsible Fatherhood Act of 1999 
Summary, S. 1364 ' 

Title J: Public Awareness/Community Involvement 

Media 
Authorizes a $25 million Challenge Grant program to encourage statesic()mmunitie~ to 
get donated air time fr()m broadcasters. Donations are matched by the federal 
government one for one for messages th3:t include themes ofpromoting responsible 
fatherhood. Requires at least 50% of funds be used to promote the formation and 
maintenance of riuirried, two parent families and 50% of funds to bf:' used to strengthen 
fragile families ~d promote responsible fatherhood. Donations can be a combined effort 
among state and local government, media, nonprofit, chantable, and religious , . , 

organizations. 

Responsible Parenting Block Grant '. 

Authorizes a $50 million Block Grant program to the states to provide support to state' . 

and local government, nonprofit, charitable, and religious organizations' efforts to . 

promote responsible fatherhood. Requires at least 50% of funds be used to promote the 

fonmition and maintenance ofmarried; two parent families and 50% of funds to be used 

to strengthen fragile families and promote responsible fatherhood. States match 25% . 

using any combination ofstate funds or in~kind/donations from local government) 

nonprofit, charitable, or religious organizations: 


National CJearinghouse/Evaluation, 

Establishes a Natio~al Clearinghouse, authorizing $2 million per year. to assist states and 

communities in their efforts to promote and support responsible fatherhood. Requires 

Secretary to contract with a nationa11y~recognized responsible fatherhood organjzation 

such as the National Fatherhood Initi~tive to act as a clearinghouse. Provides for 

evaluation ofprogram efforts and revi.ew of funding impact. Creates a Best Practices 

clearinghouse, produces and distributes television, radio,' and print advertisements and 

creates a web-site to share successful efforts among communities. 


Title II: Removing Federal Barriers to Responsible FatherhoQd . 

... Child Support Enforcement Pass-Through 
,Encourage states to allow a defined amount of child support to pass through to the family.' 
instead of going directly to the government' Research demonstrates that fathers are more 
connected to their children and more likely to p'ay cliild support when they believe their 
child support is going to the family and nbt the government ' . 
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, 	A ~andate in'the onginal welfare reform law in 1995 required states tb'pass-through the 
'first $50 of child support directly to the family without counting against their l:O:c'ome for 
purposes of TANF eligibility; The federal government s~ared the cost o;f that passM 
through with the state. The ' mandate (and federal support) was removed in 1996 and now 
, fewer than halfof the., states provide this pass-through on their own. ' 

Thls new. provision would reestaklish'the fede~al govemmentas a·pa.rt:ller to states that ' 

wanted to exercise an option to pass thr()ugh up to $75 ofchild support payments per 

month dlrectly to the family withoutimpacting,their TANF eligibility. As an additional 

irtcentive, states 'would be allowed to count their portion of the pass,;,through amoUIit ' 

'toward their mamtenance ofeffort requirement:' ," .'. . . ' 


• , , : < ,~ " • , • 

Child Support Funds Flexibility· , . . ' , ' 

Allows states toase child support funds on fatherhood initiatives 'instead ofpa~ng fwlds 

back to T ANF. Eight states have viaivers from mrs to 'implement this program, An ,'. 

additional 10 states have applicati9Ds pending before HHS for similar waivers. This' 

provision would a1l9w states .loget thist1exibi~ty without a waiver'{f they exercised the 

passMthrough proVisions abov.eand as long as they used the funds for's'ervices for 

noncustodial fathers.' 	 ,., ,. ,' .. 

T ANF Bonus Performance P.ool ,.,. . 

'Maintenance ofnVo-parent familie~ is cutrently ,3 goat of the TANF program. Requires 

HIlS to include fOrInatioiumdmaintenanceoftWo-parent families as f~u;:tor in 


. distributing TANF BOnus Performance Pool funds.· Proposed regulations for distributing 

this $2 billion bonus pool f9cUS solely on states' ahility to m~ve welfare recipients to 
work.,· 	 " .. , 

<, 	 , 

.\" . 
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