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Family( gg |Research Council

Gaty L. Bauer, President

TO: Newt Gingrich, John Sununu
FROM: Gary Bauer
RE: "Wee Tots" Changes

It is our understanding that the current "wee tots” position of the
Stenholm coalition is to offer a credit of up to $600 per child for
families with incomes below $22,000 who have children under age
one. Importantly, the credit size and income eligibility would be
indexed for inflation and the proposal would be fully implemented
immediately.

Per your request, here are changes we would like to see made in
the current proposal. While we would prefer a $600 credit over
the previously discussed $430 credit, we .consider it a greater
priority to obtain the following changes than to have the larger credit

amount.

* Increase the age of eligibility. The current proposal applies

only to families with children under age one. There are two different
options for raising this cut-off: '

* raise the limit to age 2 or 3, This not only expands the size of

the constituency that benefits, but it makes the proposal a more
legitimate "parental leave" alternative since all mandatory leave bills
_stipulate that the leave can be taken in the first two years of a child's
life. Also, it can be argued that the tax code already distinguishes
between children under two and those over two in that Social
Security numbers are required after a child's second birthday.

* replace the EITC-Young Child Supplement with a "wee tots”
credit that goes to children up to age 4. 5. or 6. This is a more

attractive proposal to us and a better use of limited resources, In
addition, this proposal would be attractive to those concerned about
cluttering the tax code with new credits and to those concerned
about overall cost, (a "wee tots" credit is less expensive than the
EITC-Young Child Supplement because "wee tots" does not permit
taxpayers to "double-dip" and claim both it and the Dependent Care
Tax Credit).

Family Research Council ® A division of Focus on the Family ' _
601 Pennsylvania Avenue, N.W., Suite 901 ® Washington, D.C. 20004 ¢ (202) 393-2100




* _Extend the “wee fots" credit up the income scale, This

expands the constituency that receives the credit (touching more and
more conservative pro-family voters), strengthens the proposal's
value as a parental leave aliernative, and allows conservatives to
pre-empt liberal initiatives designed to reduce tax regressivity by
offering tax relief to working-class and middle-income taxpayers,

An appropriate upper threshold to shoot for would be families with
annual incomes of $32,000 a year (the current median family
income).

While it is possible to move up the income scale if the "wee tots”
credit continues to be refundable, moving up the income scale
becomes easier (and less costly) if the credit is made non-refundable.
In addition, making the credit non-refundable reduces the negative
income tax implications of this legislation which is of concern to
many economic conservatives, Politically, a non-refundable credit is
easier 10 defend in this legislation than under ordinary circumstances
because this bill will include a substantial expansion of the Earned
Income Tax Credit. Thus, no one can argue that you are favoring
working class taxpayers over the working poor.

One final note . . . The Stenholm Bill officially calls the “wee tots"
credit a "Supplemental Infant Credit." We want it to be called ecither

a "Young Child" credit (if you broaden it to replace the "Young Child"
supplement) or a "Toddler" tax credit. Many of our constituents are
familiar with these latter terms and are confused about the
"supplemental infant” terminology.



PROVISIONS FOR RELIGIOUS LIBERTY AND PARENTAL CHQICE
IN DAYCARE PROGRAMS

1) If the legislation contains funds for a daycare grant
program to the states, the grant program must guarantee
assisted parents the option of receiving a child care
certificate or voucher which will empower the parents to
select the child care provided to their children. (This
provision is particularly important if the grant program
provides federal funds to the states, through Social Service
Block Grants, which the states may use to pay for daycare in
the public schools; any legislation which expands the role

‘of the public schools in caring for pre-school children

should be unacceptable unless it guarantees assisted parents
the right to select non public school care through child
care vouchers.) ‘

2) If the legislation contains funds for a daycare grant
program, it must contain explicit language permitting states
to allow parents to use the program's vouchers or
certificates in facilities which provide children with
religious values and instruction.

~3) If the legislation contains funds for a daycare grant

program, religious organizations which receive funds should
be able to show preference for members of the faith with
respect to employment. : '

4) If the legislation contains funds for a daycare grant
program, religious organizations receiving funds should be
able to refuse employment to persons whose- past o esent _

Lconduct violates the religious and moral teachingg of the

organizations. : :

5) If the legislation contains funds for a daycare grant
program, the program should not require religious

. organizations receiving vouchers .or certificates to be

automatically subject to state secular daycare regulation if
the state does not choose to so regulate the religious
organization.

-Note: The Senate-passed legislation contains items #1, 2,

and 4

‘The Stenholm/Shaw bill from last year contained items #2
and 5 _ )
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] - BALL, SKELLY, MURREN & CONNELL
. S N. SECOND STREET
P.Q. BOX 108 .
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WILLIAM BENTLEY BALL

March 7, 1990
FAX

MEMORANDUM TO: Hon. Newt Gingrich A '
Congress of the United States
House of Representatives

RE: Child Care Legislation

I appreciéte your great help on behalf of parental
rights and religious liberty. In reaction to your request
last night: ’

1. No bill is a child care bill which does not come
to terms with the reality out there, that fully one-third of
all child care is religious. Therefore a bill that excludes
it or which hobbles the availability of religious child care
(e.g., through federal regulation or mandated state
regulation) could not be called a "child care" bill.

" 2. Legislation which expressly states that a voucher
may be used by a parent for religious child care should be
held constitutional against Establishment Clause challenge
on the ground that the primary effect of the benefit is the
care and protection of the child and the economic relief of
the parent, Execlusion of parents, on account of their
religious choice, from the benefits of general welfare
legislation would constitute a denial of their rights under
the Free Exexcise Clause. Excellent precedent for thege
conclusions are to be found in decisions of the Supreme
Court, (If.the bill is up-front with specific inclusion of

~ the availability of vouchers for veligious child care, it
will be challenged in the Congress, and later in the courts,
as unconstitutional. That is a given. At the Congressional
level this challenge is readily answerable and should cause
no panic,)
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Hon. Newt Gingrich ' - - 2 -
March 7, 1990

3. Language specifying "reiigious child care”" may
take two possible forms: :

"child care provided by a religious provider,"
"religious provider" being defined as "any
church, religious school, or other religious
entity which provides care for children, which.
exists primarily for religious purposes, and
which is exempt from taxation under Section
501(c) (3) of the Internal Revenue Code.”

- saying that "such vouchers may be used fo
child care which includes religious activit
as an instructional device.”

g

4. As to the Pell Grant scheme: one of its provisions
states that the funds appropriated may not be used for "any
religious worship or sectarian activity.” 20 U.S5.C. §1069¢c.
That provision would have to be omitted in the child care
bill and a specific provision included instead which would
expressly allow the voucher to be used for religious child
care. As to the Grove City Act, I see no provision in the
Pell Grant statute which negates the applicability of the
Grove City Act. Perhaps the alternative distribution of Pell
grants under Section 1070a(2) (i.e., directly to the student
instead of the instirution) could be paralleled in the child
care bill in order to permit the parent to be directly
reimbursed from govermnment funds after the parent has made
payment to the religious provider. That might be helpful
constitutionally. ' -

It would likely not solve the Grove City problem, the
Grove City Act being extremely overbroad. ‘ ~

5. The best way to take care of. the Grove City
problem is to provide that "moneys paid for redemption of
vouchers for child care services by parents shall not be
deemed federal financial assistancée to the provider of such
services." That is what should be provided, but if such
provision is politically impossible, then there must be
provided language which does give specifie protection to
religious providers to dismiss and to refuse to hire, on
religious and moral grounds. Otherwise "Grove City' problems
will have to be fought out in the courts on constitutional
grounds. (There are indeed such grounds.)
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Hon.. Newt Gingrich : = 3 -
‘March 7, 1990

. 6. It must be provided that the religious child care
entity is free, in its admissions, to select children of its
particular faith. It would contradict the very purpose of
making vouchers available for religious child care to forbid
the. religious provider from being religious in the true
gense of retaining its integrity with respect to membership.

9. It must be provided that the religious child care
entity may select its employees on the basis of religious
criteria. It is a contradiction of "religious child care” to

- gay that, for example, a Raptist_child care may not decline,
on religious grounds, Catholic applicants for employment, or
that a Catholic provider could not refuse employment, on
religious grounds, by a Baptist applicant. :

* * % % % %

I shall be most anxious to see what text you will be
coming up with, and I shall be happy to be of what
aggistance I can as matters move forward. :

_ My bottom line is: religious child care must be openly
and expressly included, with provisions rendering it

available, in its integrity, to parents. -

The crucial alternative, mno matter how disguised in

S. 3, is the Swedish model, :
/ /Mc_
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March 15, 1990
MEMORANDUN
To: . The Honeorable John' sununu

"From: E. Clay Shaw, Jr.

Thanks for spending so much time with us yesterday afternoon
while we reached final agreements on our child care bill.
Hopefully, all your work will keep the President in a solid
position on child care.

Attached are the items I promised you:
¢ .
--a One page sumna of the counter proposal that includes
the most recent cost estimates;

--a detailed summary of all the provisions in the counter
proposal, now changed to reflect the agreements at our meeting
yesterday;

-~a set of talking points you can use to defend this offer
with the religious right;

_ ==& revised list of the three religious provisions in the
offer and a comparison of these provisions with those in the
Senate bill,

I plan to convey the offer to Tom Downey sometime this
morning. When I de, he will probably give me information about
whether he intends to sign on to the Speaker's bill and, if =o,
when they hope tou introduce the bill. If he does, I'll pass the
information along.

Please let me know whether there's anything else you need.
As planned, Tom and I will try to call you when we meet.

Thanks again for all your help.
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child Care Altarnative

March 15, 1990

Title I == Held Start
$500 million per year, 5 yrs
Title II =- School-Based Child Care.
Strike
Title III -- Title XX and EITC
on states should be included.
Add new religiocus prwisichs on sense

of Congreass, mardatory vouchers, and
religicus tenets

Title IV -- Coordination and Infrastructure

Strike

{(These activities could be included
under Title XX, perhaps in a new
set aside grant with its cwn money)

(5 years, in $ billicns)

3/14/90

OOUNTER PROP.

2'5

Titles V & VI =~ Business and Incantive Grants

Include new versicn of Business Grant

additions to Tax provisions: _
Reduce Deperdent Care Tax Credit and
Section 129 between $70,000 and
§90,0007 cap at $90,000

Clarify use of teleghone tax and
other fundirgy sources

Total (BAS/EA)
Direct Spending
Total (witheut Head Start)

t

o1

(1.1)

$18.15
£15.55

$15.65

INITIAL DEM., ORIG. ORIG.
PROPOSAL W&M E&L
1.9 2.6 1.9
1.9 2.6 1.9
1.75 1.7 2.6
13.5 13.5 -
.9 2.2 1.1
- .5 %
19.95 23.2 7.6
15.25 15.25 -
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Title I: Head Stazt
1., Increase authorization by $500,000,000 in 1991; keep at
new level for next four years (1992-95)

2, Longitudinal study: $1 million per year for 20 years
Title II; Small Business Involvement

1., $25 million per year grant program, 1951-95

2. Small businesses eligible

3, Apply to Secretary of HHS

Title III; Expand Title XX

1. Creation of an automatic abpropriation for new day care
get-agide within Title XX: Automatic appropriation of
$450 million per year, FY 91-FY35

2, State allotment fermula (ratio of number of children
under 13 in each state to total number of children under
age 13 in the U.S.)

3. States have two years to spend each year's allotment:;
procedures are outlined for redistribution among the
gtates of unused funds :

4, States muat identify a lead agency to administer funds
and coordinate day care expenditures in the state

5, States must submit an annual plan to HHS that identifies
the lead agency, describes how funds will be spent,
assures that funds supplement not supplant state and
local child care expenditures, assures that not more than
7% of funds are spent on Administration, assures that
priority is given to low-income families, assures that
¢hild care providers meet state and local regulations,
provides that all public child care expenditures in the
state will be coordinated by lead agency, astablishes
fiscal and accounting procedures

6. Enumeration of permitted uses of funds, with emphasis on
parent choice; e.g., child care services, child care
services for special needs and sick children, after and
before school care, staff training, information and
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referral, insurance pools, activities to improve quality
of child care:; emphasis on expanding parent choices,
creating new supply, and serving low=income families

7. Methods of funding: grants, contracts, certificates

/ use certificates can select any type of day care,

v// including religious care; if religious care is freely
selected by parents using certificates, the
constitutional prohibition on establishment of religion
is not viclated

9. Child Care Certificates:

--Certificates are issued directly to parents or legal
guardians

--gtates cannot disadvantage parents using certificates
by making them wait longer to receive services or by -
giving them a certificate (of lower value,’than parents 'yhv&z;wyé

using care funded by grants or contracts

8. Parental rights of choice: clarifies that parents who
\

--gtates must offer the certificate program within 1 year

--gtates can use Title XX funds to set-up their
certificate program

--parents must have the option of getting a certificate;
A// they must be allowed to use the certificate in any
facility that meets state law

10. Rights of Religious Providers: religious providers can ,)k%{
give preference in employment to people who have adhered /N
and do adhere to tenets or teachings of their
organization

11. List of entities eligible to receive funds: units of
state and local government, public schools, nonprofit
organizations, professional and employee associations,
consortia of small businesses, proprietary entities, and
other entities approved by state and secretary

12. Prchibitions on use of funds for: federal matching
requirements, purchase or improvumant of land,
construction, providing services generally available to
state residents without costs
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Reporting requirements:
-=-unused funds reported to Secretary each fiascal year

-=States must submit an annual report containing at least
the following information: number and type of services
and programs, average cost per child by type of provider,
number of children served, average income of families
being served, efforts by states to promote and ensure

" health and safety and improve quality:; also contains

directions to Secretary to establish, within 6 months,

- guidelinee for state reports

-=Secraetary must send annual report to Congre=ss
containing summary of information collected from states

--Secretary must send annual report to states of
exemplary practices and innovative programs

Title Vi Tax Changes Relating to Child Care

1.

3.

Increase in basic EITC to 17, 21, and 25 percent for
families meeting income criteria with 1, 2, and 3
c¢hildren respectively; phaseout percentages are 12, 15,
and 18 percent respectively; detalls of phasein and
phaseocut

Supplemental young child credit of 6 percent, phaseout of
4.25 percent, for families meeting income criteria with
child under age 6

Definition of qualifying child

Advance payment provisions; employers required to obtain
cartificate of eligibility for EITC from each employee
each year (previous law says employers "shall" use
advance payment for all eligible employeesa; see
3507(d) (4) of 1986 Tax Code); this provision insures that
employers will know which of their employees is eligible
for EITC and therefore for advance payment

Calendar year limitation on effectiveness of certificate;
makes EITC eligibility certificate good until
clrcumstances change

EITC and Federal means-tested payments: for purposes of
computing whether a parent meets the EITC requirement
that the parent provide at least half the child's
support, all federal means-tested payments are treated as
if they had been provided by the parent
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Conforming amendments include directions to IRS to design
new tables to show EITC benefits

Secretary of Treasury must conduct a study to determine
whether the requiremente of this Act have placed "undue®
paperwork burdens on employers; must be completed and
subnitted to Ways and Means within 2 years )

Phaseout of Dependent Care Credit and Section 129
exclusion ("Flexible Benefit Plans") for families with
éncomas between $70,000 and §90,000; cap both credits at
90,000

Earﬁings by a person over age 65 from child care are
excluded from wages when computing income taxes

Applies to both earnings from a day care employer and
from sslf-employment in providing day care services



Talking Points on
Compromise Offer
March 15, 1990

1. 86 percent of the funds in the bill ($14.4 of $16.75, not
including Head Start) go into expansion of the Earned Income Tax
credit; parent choice is maximized because all this money can be
used in any way that parents see fit, including the purchase of
religious day care; '

2. The Dependent Care Tax Credit is phased out hetween $70,000
and $90,000 of income; the credit is capped at $90,000. This
provision substantially reduces the amount of federal money in a
program that discriminates against families in which one parent
stays at home to care for children. This provision alsc reduces
the political support for a program many religious groups would
like to abolish. : :

l

3., No federal regulations, standards, or mandates on the states,
4. All the provisions of the AEC bill have been removed.

5. Other than a small business grant, the only grant provision
in the bill is the expansion of the Title XX program; because
this program already exists, new bureaucracy will be minimized.

6. The bill contains three explicit religious provisions that
guarantee the purchase of religious care by parents using Title
XX money: " _

--requirement that states must provide a voucher to any
parent who wants one; f '

-=language stipulating that vouchers can be used to purchase
religious care; : : .
4 ! :
-=gtatement that religious providers can give preferences in
hiring to individuals who adhere to their religious tenets or
teachingsd. |
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in S-5 and 3/14/90 Counter Proposal to Imitial Democratic Proposal
March 15, 1990

wvision

Comparison of Religious Provisions

tion

Description

108 (a) (4)

. 121(a)

122 (b)

States must provide parents
of eligible children with
the option of a certificate
{voucher)

If provider gets funds from
certificates, sectarian
activities are ok (the
language actually removes a
prohibition against sectarian
activities)

A sectarian organization may
require employees to adhere
to religious tenets and
teachings including drugs and
alcohol

Response Provision

Location

Description

(d) (6)

(d) (4)

(d) (8)

Option of certificate must be available
for all parents; also, parents using
vouchers cannot be disadvantaged
relative to parents using grants or
contracts with regard to length

of waiting period or cost of care

If parent uses certificate to select
provider, religious activities are ok

A sectarian organization may require
that employees have adhered and do adhere
_to religlous tenets and teachings —



Senate Pro

Author Brief Title Loca
Domenici Mandatory . Sec.
Vouchers
Ford/ Vouchers Sec
Durenberger Constitutional
Coates Religious Sec.
Tenents
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March 15, 1990

Major Concerns Regarding the ADA

) D El . I ] E D . ] "1 s I :
The definition of disability should not include:

Behavioral disorders, including Disruptive Behavior Disorders, Gender Identity
Disorders, Psychoactive Substance-Induced Organic Mental Disorders, Schizophrenia,
Delusional Disorder,Mood Disorders, Anxiety Disorders, Dissociative Disorders,
Sexual Disorders, Impulse Control Disorders, Adjustment Disorder, Personality
Disorders.

Persons that are “regarded as” being disabled.
Coverage for persons who have a relationship with, or an association to, the disabled.

Designation as a “discreet and insular” minority. The definition of “disability” should
be amended so that it complies with the Supreme Court standard for minority status.

Requirements for 1 wner of 1i mm ions:

Factors to be considered in the determination of “undue hardshlp"(Tltle I)and
“reasonable accommodation” (Title III) should include:

The loss of jobs due to the requirements of the Act; and'

The possibility of closing down the entity due to the
requirements of the Act.

The employer’s obligations remain unclear under the ADA. In order to make clear the
employer’s obligations under the Act, the definition of “essential functions”of a job
should be provided. -

Religious organizations;
Churches, religious corporations, associations and societies which are exempt from
taxation under 501 C3 of the IRS Code should not be included under the definition of

employer. They should receive no less treatment than do private clubs.

Rem

The remedies for the ADA should not be cross referenced to any other civil rights
legislation, rather they should be explicitly stated in the Act.

The “direct threat” qualification standard is too restrictive for public safety, and
should be amended to reflect the “significant risk” standard as put forth by the

Supreme Court in the Arline decision.
TERLY RUEN
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In the prohibition of discrimination in adoption programs, the well being and best
interests of the adoptive child shall be the paramount concern over and above any
consideration of disability.

Nothing contained in the ADA or in the Rehabilitation Act of 1973 should prohibit the
refusal of an adoption agency to allow the adoption of any child by any person on the
basis of the present or past alcoholism, drug abuse, or sexual practices of such
individual. K

Coverage of Congress:

The U.S. Congress should be covered under the ADA, with the provisions enforced by
the Office of Fair Employment Practices. Accommodations to the ADA should be
exclusively funded from Member’s personal expense accounts.

Police:

Nothing contained in the ADA should affect in any way employment qualifications
imposed for the selection or promotion of law enforcement officers.

Big Brothers:;

Not withstanding any provision in the ADA or in section 504 (Rehab. Act of 73) to the
contrary, the provisions of the ADA and of section 504 should not require the
employment or participation in any program involving the care or supervision of
children of any person who is “handicapped” by virtue of a contagious disease acquired
through the illicit use of drugs or illicit sexual practices.

Arm rvi National :

Nothing contained in the ADA or in the Rehabilitation Act of 1973 should require the
armed services or national guard to admit any person who is handicapped by virtue of
drug abuse, alcoholism, or a contagious disease acquired by virtue of illicit drug use or
homosexual activity. '




March 15, 1990

Major Concerns Regarding the ADA

Definition of Disability

The definition of disability should not include:

Behavioral disorders, including Disruptive Behavior Disorders, Gender Identity
Disorders, Psychoactive Substance-Induced Organic Mental Disorders, Schizophrenia,
Delusional Disorder,Mood Disorders, Anxiety Disorders, Dissociative Disorders,
Sexual Disorders, Impulse Control Disorders, Adjustment Disorder, Personality

Disorders.

Persons that are “regarded as” being disabled.

Coverage for persons who have a relationship with, or an association to, the disabled.

Designation as a “discreet and insular” minority.
be amended so that it complies with the Supreme

Requirements for 1 wner of i mm

The definition of “disability” should
Court standard for minority status.

ions:

Factors to be considered in the determination of “undue hardship”(Title I) and
#reasonable accommodation” (Title 01 should include:

The loss of jobs due to the requirements of the Act; and

The possibility of closing down the entity due to the

requirements of the Act.

The employer’s obligations remain undlear under the ADA. In order to make clear the
employer’s obligations under the Act, the definition of #essential functions”of a job

should be provided.

Religious grganizg:igns;

Churches, religious corporations, associations and societies which are exempt from
taxation under 501 C3 of the IRS Code should not be included under the definition of
employer. They should receive no less treatment than do private clubs.

Remedies:

The remedies for the ADA should not be cross referenced to any other civil rights
legislation, rather they should be explicitly stated in the Act.

Contagious Disease:

The “direct threat” qualification standard is too restrictive for public safety, and
should be amended to reflect the “significant risk” standard as put forth by the
Supreme Court in the Arline decision.




My | Research @ouncil

Gary L. Bauer, President

March 14, 1990

The Honorable John Sununu : MAR.
Chief of Staff | 5 1990
The White House
Washington, D.C. 20500

Dear Governor Sununu:

As you know, the Family Research Council (and our parent organiza-
tion, Focus on the Family) have been following the child care debate
with great interest. Apart from opposing the creation of a new
federal day care bureaucracy, we have repeatedly urged passage of a
"toddler tax credit" -- a new credit which taxpayers with preschool
children could choose instead of (but not in addition to) the
Dependent Care Tax Credit. Such a credit is needed to address the
tax code's existing bias against families that care for their own
children.

We were pleased that the President's original child care legislation
proposed such a credit and that he included "non-discrimination
against mothers at home" among his four child care principles.
Nevertheless, we were unable to join many of our friends in
endorsing the Stenholm-Shaw Bill last October because that
proposal's tax provisions did nothing to level the playing field
between users of paid day care and families that care for their own
children. It failed to address the tax- code's existing discrimination
against families that care for their own children.

As the House once again prepares to consider child care legislation,
Congressman Stenholm has indicated he will add to his original
proposal a "toddler tax credit" of up to $400 for children under age
one. While this provision is far less ambitious than the President's
original proposal (which offered up to $1,000 for children under age
five), we believe it is a sufficient step in the right direction to merit
our qualified support of the Stenholm proposal provided there is

assurance from the White House that the President will oppose as
unacceptable any legislation emerging from conference that does not

A Family Research Council ® A division of Focus on the Family
601 Pennsylvania Avenue, N.W., Suite 901 ® Washington, D.C. 20004 ¢ (202) 393-2100




include this provision or ;hat diverges in any other radical way from .
the thrust of the Stenholm alternatlvg - :

Governor, we are eager to rally our constituency behind a proposal
that embodies the President's four child care principles. We want to
see good legislation pass the House. Even more than that, we want to
see good legislation emerge from conference. While we regret that
the "toddler tax credit" provisions are so modest that they leave us-
no negotiating room in conference, we trust that you will be able to
offer -the assurances we need to join in- the effort to see the Stenholm
bill through the Congress and to the President's desk for signature.

With warm regards, -

Gary L. Bauer
President

(Dictated and signed in my absence.)
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THE WHITE HOUSE
WASHINGTON

February 6, 1990

FROM: NICK CALIO via
JACK Howarp ‘f &

THROUGH: FRED MCCLURF}W‘——’

) . MEMORANDUM FOR GOVERNOR JOHN SUNUNU

RE: Child Care: Plot of Members' Positions
|

|

Per your request, we have plotted out members’' positions on the

major outstanding child care issues. The issues are listed by

bill title down the left~hand side of the page. The members are

listed at the top of the page,

The document, by its nature, is somewhat imprecise since the
members' positions on many issues are fluid and open to

negotiation, Nonetheless, the pPlot. should prove useful to you in

that it provides members' origing}wpqsiggggs on_the . issues.

~~Moreover,'wﬁére’apprdﬁfiéEeT“Wé“haVe attempted to indicate
members' willingness to move on a given issue,
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I HEAD START

A. Authorization

B. Expansion to
non-poor and
* full-day
programs

C. Agé focus

ITI. SCHOOL-BASED
CHILD DEVELOPMENT

HAWKINS

$440 million increase
in PY 1990 & "such

- sums" thereafter.

Probably willing to
break out as a separate
bill.

Mandates expansion both

to. non-poor

(allow use of up to:
50% of dollars for
non-poor) for full day

programs (up to 50% of

dollars)

No Provision

New grant program

$440 million in

FY 1990 (“"such sums"
thereafter) with
additional regqulations.

DOWNEY

$614 million

increase in ;

FY 1990 'such

sums" thereafter
i

{
!

Same as Hawkins.
Committed to
getting '
"something” on
full day to !
appease liberals

. ! I . ‘
Same as Hawkins

Same as Hawkins

STENHOLM/

SHAW (GOODLING/
JOHNSON generally
allied)

$300 ﬁillion increase
for each of next
three years

Allows (without .
mandating) up to 50%

of dollars to be used
for full—day programs;
no expansion to non-poor
children

- Sense of Congress that,

whenever possible,
children should not be
limited to one yesar in
Head Start

States are encouraged,
but not required,

to consider allocating
some Title XX funds to

» school-based child care

EDWARDS /BARTLETT
-HOLLOWAY /SCHULZE

No increase-

Opposed to full-
day care

No provision

Opposed because it
conflicts with

current Head Start -
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STENHOLM/ ' EDWARDS / BARTLETT

HAWKINS DOWNEY SHAW (GOODLING/ HOLLOWAY/SCHULZE
‘ : JOHNSON generaily
allied)
|
|
IIT. ABC OR TITLE XX _ . . ' )

CHILD CARE GRANT New $612 million Additional $1.6 Additional $1.6 Can support
yearly "ABC" grant billion over four billion over 4 years Stenholm/Shaw but
to establish day years. for Title XX for Title XX block would prefer to do
rare with extensive grant, earmarked grant, earmarked for nothing.

, regulations, for child care. child care services; Regulations
‘ inspections, and Regulations ' : no new regulations anathema, but
training requirements similar to ABC. , willing to
. (Open to | : . consider a fix
accomodation on g ' that "covers"
regulations. issue) _ ? N Downey and
: - ' produces a bill.
i Religious language: Prohibits funds from Silent on issue, Sense of Congress Since don't want
E ' : going to religiously- Title XX funds : - language allowing grant program,
. affiliated child already go:to’ use of vouchers. ! don't address
care centers religious Some of this v religious issue.
institutions. group is willing) If grant program
Wants to remain to drop; others . is put in place,
silent and'avoid not. ‘ they want some
the fight.| j kind of
affirmative

N statement that
funds can go to
religious
insitutions.




EITC

B. '~ DEPENDENT CARE

TAX CREDIT_

RESTRICTIONS FOR

- THE_WEALTHY

(Current laws:

no phase out)

VIiIi. EITC COST
{Current law:
$6.5 billion
in FY 1991)

VIII.OTHER COSTS

IX. TOTAL 5 YEAR

COSTS

HAWKINS

No provision

No. provision

$1.87 billion/year
in authorization

‘Hawkins/Downey

combined:
$22.7 billion

DOWNEY

" No phase out;

wants to avoid
issue in the:

interest of |

simplicity.

i

' Additional $4.1
billion in FY 1991

t

}
$400 million/year
for Title XX.
Would like to
increase this -
amount. '

Downey EITC:

$13.5 billion

. (Downey standing

alone appears
lower. However,
his bill is an
amendment to

H.R. 3 and reaches
$22.7 billion when
the two are
combined.

STENHOLM/
SHAW (GOODLING/

allied)

Phase-out for
families with ,
incomes between ]

$70,000 and $90,000

billion in FY 1992
(same as Downey)
However, capping
the EITC saves an |

|
i
Additional $4.1 |
=
l

@
JOHNSON general#y

|

(

|

|

i

“

estimated $100 million

a year.

|

|

$325 million/year 'in

authorization not
available unless
appropriated, l
$400 million/year
for Title XX

$17.2 billion ’
(EITC total cost:|

- $13.5 billion/neta
cost, $12.4 billion)

%

EDWARDS/BARTLETT

HOLLOWAY/SCHULZE

Same as Stenholm/
Shaw

Estimated

‘additional $4.5

billion in FY 1992

$15 billion
{Net cost:
$14.1 billion)
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THE WHITE HOUSE
WASHINGTON

February 6, 1990

MEMORANDUM FOR GOVERNOR JOHN SUNUNU

FROM: NICK CALIO 7/~
JACK HOWARD

THROUGH: FRED MCCLUR%W*—’

RE: Child Care: Plot of Members' Positions

Per your request, we have plotted out members' positions on the
major outstanding child care issues. .The issues are listed by
bill title down the left-hand side of the page. The members are
listed at the top of the page.

The document, by its nature, is somewhat imprecise since the
members' positions on many issues are fluid and open to
negotiation. Nonetheless, the plot should prove useful to you in
that it provides members' original peositions on the issues.
Moreover, where appropriate, we have attempted to indicate
members' willingness to move on a given issue.
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II.

HEAD START

Authorization

Expansion to
non-poor and
full-day
programs

Age focus

SCHOOL~BASED

CHILD DEVELOPMENT

HAWKINS

$440 million increase
in FY 1990 & "such
sums"” thereafter.
Probably willing to

break out as a separate

bill.

Mandates expansion both

to non-poor

(allow use of up to
50% of dollars for
non-poor) for full day
programs (up to 50% of
dollars) :

No Provision

New grant program
$440 million in

FY 1990 ("such sums"
thereafter) with
additional requlations

DOWNEY

$614 million
increase in

FY 1990 "such
sums" thereafter

Same as Hawkins.
Committed to
getting ‘
"something" on
full day to

appease liberals

Same as Hawkins

Same as Hawkins

STENHOLM/

SHAW (GOODLING/
JOHNSON generally
allied)

$300 million increase
for each of next
three years

Allows (without
mandating) up to 50%
of dollars to be used
for full-day programs;

EDWARDS / BARTLETT
HOLLOWAY/SCHULZE

No increase

Opposed to full-
day care

no expansion to non-poor

children :

Sense of Congress that,
whenever possible,
children should not be
limited to one year in
Head Start

States are encouraged,
but not required,

to consider allocating
some Title XX funds to

* school-based child care

No provision

Opposed because it
conflicts with
current Head Start
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ITI. ABC OR TITLE XX

HAWKINS

CHILD CARE GRANT New $612 million

Religious language:

yearly "ABC" grant

to establish day

care with extensive
regulations,
inspections, and
training requirements

Prohibits funds from

going to religiously-
affiliated child
care centers

DOWNEY

Additional $1.6
billion over four
years for Title XX
grant, earmarked
for child care.
Regulations
similar to ABC.
(Open to :
accomodation on
regulations issue)

Silent on issue,
Title XX funds
already go to
religious
institutions.
Wants to remain
silent and avoid
the fight.

STENHOLM/

SHAW (GOODLING/
JOHNSON generally
allied) '

Additional $1.6

‘billion over 4 years

for Title XX block
grant, earmarked for
child care services;
no new regulations

Sense of Congress
language allowing
use of vouchers.
Some of this
group is willing
to drop; others
not.

EDWARDS /BARTLETT
HOLLOWAY/SCHULZE-

" Can support .

Stenholm/Shaw but
would prefer to do
nothing.
Regulations
anathema, but
willing to
consider a fix
that “"covers"
Downey and
produces a bill.

Since don't want

grant program,
don't address

- religious issue.

If grant program

‘'is put in place,

they want some
kind of.
affirmative
statement that
funds can go to
religious
insitutions.
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VI.

EXPANDING

. REGULATED

DAY CARE

BUSINESS
INVOLVEMENT

EARNED INCOME
TAX CREDIT

FAMILY INCOME
RANGE =

HAWKINS

$262-350 million
yearly for state
inspection of
facilities; increase
staff salaries;
improved resource ang
referral at local
level, etc.

$25 million yearly

for grants to small
businesses or consortia
small businesses to
Provide child care

for their employees

No tax provisions
{

DOWNEY

Same as Hawkins.
Mimicked.

Hawkins for
tactical reasons
but we don't' know
where he , :
currently stands
on the issue.

3
i

Same as Hawkins,
unclear where
he really stands.

Credit phases

out between $11290
and. $21290 of |
income.

STENHOLM/

SEXW (GOODLING/
JCUNSON generally
allied) )

Opposed to
expansion

$25 million yearly
grants to business
and small businesses

Credit phases out
between $11290
and $21290 of income.

EDWARDS / BARTLETT
HOLLOWAY /SCHULZE

N

Opposed to

" expansion

Opposed to grants

Prefer extending
income eligibility
as high as $25,000
to $35,000, to
reach more middle
class Republicans.
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' HAWKINS

EITC
B. DEPENDENT CARE No provision
TAX CREDIT
RESTRICTIONS FOR
THE WEALTHY
(Current law:
"no phase out)
VII. EITC COST © No provision
. (Current law:
$6.5 billion
in FY 1991)
VIII.OTHER COSTS $1.87 billion/year
- in authorization
IX. TOTAL 5 YEAR Hawkins/Downey
COSTS combined:

$22.7 billion

DOWNEY

No phase out;
wants to avoid |
issue in the
interest of
simplicity.

Additional $4.1

- billion in FY 1991

$400 million/year
for Title xx. .
Would like to
increase this
amount,

Downey EITC:
$13.5 billion .
(Downey standiqg
alone appears
lower. However,
his bill is an
amendment to

H.R. 3 and reaches
$22.7 billion' when

the two are
combined, i

STENHOLM/

SHAW (GOODLING/
JOHNSON generally -
allied)

Phase-out for
families with
incomes between
$70,000 and $90,000

Additional $4.1
billion in FY 1992
(same as Downey)
However, capping

the EITC saves an
estimated $100 million
a vyeadar.

$325 million/year in
authorization not
available unless
appropriated,

$400 million/year

for Title xx

$17.2 billion
(EITC total cost:

- $13.5 billion/net

cost, $12.4 billion)

EDWARDS /BARTLETT

HOLLOWAY/SCHULZE

.Same as Stenholm/

Shaw

Estimated
additional $4.5
billion in FY 1992

$15 billion
(Net cost:
$14.1 billion)



THE WHITE HOUSE
WASHINGTON

CHILD CARE MEETING

Thursday, February 8, 1990
9:30 a.m.
Governor Sununu's Office

Participants:

Congressman Steve Bartlett
Congressman Bill Goodling
Congressman Clyde Holloway
Congresswoman Nancy Johnson
Congressman Dick Schulze
Congressman Clay Shaw
Congressman Tom Tauke

Rod DeArment, Deputy Secretary of Labor



THE CHIEF of STAFF

has seen
Religion and Child Care
o Is it constitutional to give dollars to overtly religious
child care centers?
- The Justice Department argues yes.
- The ACLU argues no.
o Even if the Congress chose to make grant dollars available

to religious programs, the ACLU and other groups could sue
on two points:

- First, on the constitutionality of the grants.

- There are two issues to be litigated: does
assistance to religious programs violate the
constitutional prohibition of establishment of
religion? does the administration of a program
lead to an excessive entanglement of church and
state?

- If the program survives constitutional challenge, the
ACLU and others could still sue individual centers,
arguing that while the law is constitutional, use of
funds by that particular center represents an excessive
entanglement of church and state.
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THE CHILD CARE DEBATE -- .
AND THE JANUARY- 25th “PHONE IN"

Dear Colleague:

enactment of comprehensive legislation to expand the availability of high quality
child care. As a result of econtinuing progress, we should be able to have a

consensus bill to the President’s desk early in the session,

One of the most urgent issues awaiting final action by the 101st Congress is

In contrast to this Progress, however, are the personalized and inaccurate
accusations of some advocates who equdte their personal Preferences alone with
"good child care legislation." op January 25th, some of these advocates are

Promoting a "national Phone-in" to Members’ offices to promote their legislative

preferences.

‘Unforcunately, some of these advocates have repeatedly circulated erroneous

information to the Congress, 'the child. care community, and the Press. 1In
addition, they have unnecessarily created disharmony and bitterness (not to

Members will base their decisions about chilq care legislation on real numbers and
accurate information, Not on ad hominem attacks. That is why we -- as proponents
of the Ways and Means Committee’s broposal as reported from the Committee -- are
providing you with the information contained in this Dear Colleague,

"Here are several, important_facts to keep in mind ---.

**  the Ways and Means Committee provision replaces only one of five_giplg§$h%xﬁ¢mﬁ
in the Education andrgggggégjll;r;ﬁﬁ/??ﬁm-w.:\;;cv:~-ﬁ$~“*‘"T“" -

&k by utilizing a child care earmark in.chentitle XX program (regardless of
whether a state currently uses title XX funds for child care), the Ways and Means
plan provides assured funding. on which states can rely to expand child care

services with ho increase in bureaucrac » Mot merely promises of additional
funding thar oo —F—=25€ 1n bureaucracy _

funding that are often unfulfilled, even for popular programs;

**  states would hot suffer the loss in money under the Ways and Means
approach that the advocates persist in alleging. In face, more money would be
available for the overall program under the Ways and Means approach, inclﬁding
Head Start expansion, before and after school child care, and quality and training

In add@tion, only ‘the Ways and Means measure includes the
eéxpansfon of the Earned Income Tax Credit (EITCY) for

working families as a feature of child care le islation,
==121INg Lamilies as = T———— == =129 care legislation

On the reverse are two tables comparing the Ways and Means proposal to the'
compromise supported by the advocates. Rather than look only at the first'year;
these tables compare the proposals in the third year, -after the Provisions are
[fully implemented. Table 1 illustrates the distribution of funds for each Title
of the House bill. Table 2 shows what States can expeet to receive under each
proposal . Estimates are given for the minimum and maximum state allotments for
child care services and quality improvements.

e hope you will evamine this infuriation cgrefully'whan.wgighiﬁg vhich- approach

g R 7, [ N : ; - F B . .o
ot vel s Ul oY ita AT T Jdy 0 Vi R S . R
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TABLE 1. ESTIMATED BUDGET AUTHORITY UNDER
H.R. 3 AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS AND
THE "LABOR COMMITTEE CONFERENCE AGREEMENT"
(Third Year of Authorization -- All dollars reported in millions)

Ways and Means Labor Committee
Proposal Agreement
A. Title I: Head Start Expansion , $665 $238
B. Title II: School-based child Care $665 $476
C. Title TII:

- == Child care Services $400 (1,2) $891
—- Earned Income Tax Credit $4,072 (1) $o

D. Title 1V: :
== Quality/supply Improvements $570 $297
== Liability Risk Group $0 (3)
E. Title V: Business Involvement $25 $25
F. Title VI: Incentive Grants for Standards $75 $0
TOTAL $6,472 $1,927

i3 pending, not subject to appropriations.
(2) Entitlement authority equals $200 M in first Year, $350 M
in second year, and $400 M in the third and subsequent fiscal years.

(3) Assumes that $100 million is authorized for first year only.

Table 2.
RANGE OF POSSIBLE ALLOTMENTS FOR CHILD CARE SERVICES AND QUALITY/
SUPPLY IMPROVEMENTS UNDER H.R. 3 AS REPORTED BY THE COMMITTEE ON
WAYS AND MEANS AND. THE "LABOR COMMITTEE CONFERENCE AGREEMENT"
(Third Year of Authorization -- All dollars reported in 1,000s)

Ways .and Means Labor Committee
Proposal Agreement
Alabama $6,638 - $20,158 $0 - $28,167
Alaska $848 - $1,897 $0 - $2,185
Arizona $5,646 - $14,123 $0 -~ $17,661
Arkansas $3,875 - $10,970 $0 - $14,781
California $45,816 - $101,330 $0 - $115,654
Colorado $5,342 - $11,712 $0 - $13,271
‘Connecticut $5,231 - $9,205 $0 - $8,280
Delaware $1,068 - - $2,154 $0 - $2,261
D.C. $998 - $2,244 $0 - $2,596
~Florida .. _ .. .. ___ ._ $19,960- - - -$43,647 T =80 = - $497347 -
Georgia $10,262 = $27,193 $0 - -$35,273
Hawali $1,777 - $4,165 $o0 -~ $4,975
Idaho $1,623 - $4,409 $o0 - $5,804
Illinois $18,793 - $41,412 $o0 - $47,123
Indiana $8,990 - $19,506 $0 - $21,908
Iowa $4,586 - $10,362 $0 - $12,034
Kansas $4,037 - $9,181 $0 - $10,717
Kentucky $6,031 - $16,908 $o - $22,661
Louisiana $7,133 - $24,958 ' $0 - $37,135
Maine - $1,950 - $4,412 $0 - $5,129
Maryland $7,479 - $14,436 $0 - $14,493
Massachusetts $9,529 - $17,069 $0 - $15,708
Michigan $14,952 - $31,814 $o - $35,130
Minnesota $6,969 -~ 814,749 $0 - $16,207
Mississippi . $4,240 - $16,040 $o0 - $24,584
Missouri : $8,319 - $19,119 $0 - $22,499
Montana $1,303 - $3,302 $0 - $4,165
Nebraska $2,592 - $6,132 $0 - $7,375
Nevada $1,706 - $3,310 $0 - $3,341
New Hampshire $1,756 - $3,118 $0 ~ $2,838
New Jersey $12,494 - $22,660 $o0 - $21,180
New Mexico $2,439 - $7,984 $o0 - $11,551
New York $28,979 - $62,268 $0 - $69,351
North Carolina $10,500 - $26,908 $0 - $34,183
North Dakota $1,079 - $2,786 ) $0 - $3,556
Ohio $17,565 - $38,753 $0 - $44,142
" Oklahoma $5,246 - $14,247 $0 - $18,752
Oregon $4,477 C - $9,995 $o - $11, 496
Pennsylvania $19,419 - $35,727 $0 - $42,308
Puerto Rico $2,069 - f20,74n $0 - $38,952
Rhode Island $1,607 - S3,107 S0 - ¢, 200
South Carclina G, - It T o e
U - . SR ., ik
$a01 - 21,00 S0 - S, e
$9,733 - 8T, 5 - 13,07
$7,521 - 817,545 S0 - SiT,4550
: ¢3,024 - " - a ’
- _L . . . ‘
RS $400,002 - . ! Sro- g1, 0,
(4) Direct aspending, not subject. to appropriations.

(5) Actual amount alloted within the range depends upon appropriation:.
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THE WHITE HOUSE
WASHINGTON

January 3, 1990

MEMORANDUM FOR GOVERNOR JOHN SUNUNU

THROUGH:  FRED McCLURE;}/yu—""‘

FROM : NICK CALIO ﬁ%i/
JACK HOWARD

SUBJECT: NEED FOR IMMEDIATE ACTION ON CHILD CARE LEGISLATION

The child care situation is crying out for initiative. If
we seize it, we can put ourselves in control of events,
aggressively shape the legislation and, with a victory on our
terms, set the tone for the rest of the Second Session. If we
let this drift, we will shortly be overrun by events.

I. BACKGROUND

The current situation is full of nuances, but the bottom
line is that there are basically two opposing camps: the Gus
Hawkins/quasi-ABC forces and the Tom Downey/EITC-Title XX
faction. The Administration is positioned closer to the Downey

group.

The legislative history of the child care situation is
nearly unprecedented. The procedural pyrotechnics used to get
the legislation to this point illustrate the fragility of the ABC
coalition.

ITI. POSSIBLE SCENARIOS

Because the trail is so twisted, it is difficult to project
with any certainty what will happen next. In our judgement, the
two most likely scenarios are:

1) H.R. 3 as reported from Conference is brought to the
floor as a separate vehicle. An amendment will be offered
which attempts to fix the "religious problem," i.e., how to
get federal or state funds to religious child care providers
without violating the Constitution.

There are serious questions whether any solution to this
problem exists. For instance, during House floor
consideration of the Administration-supported Stenholm-Shaw
amendment, Majority Leader Gephardt promised key Southern
Democrats that he would make sure that the religious problem
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was fixed in Conference. That pledge is nearly universally
regarded as having been enough to swing back a number of
Southern Democrats to the Democratic

Leadership's column. Those Democrats were the margin of
defeat for us.

Despite Gephardt's promise, however, conferees were unable
to satisfactorily resolve the issue. Now the Democratic
Leadership is promising to fix the problem on the floor,
presumably in the form of a Gephardt amendment.

Whether such an amendment can be successfully drafted is
doubtful. Hence, a cosmetic fix will probably be offered
which will purport to solve the problem. It may well be
enough to give wavering Southern Democrats enough cover to
continue to support the Democratic Leadership. In that
case, we will not have enough votes to defeat H.R. 3 on the
floor and some combination of that and S. 5 will reach the
President's desk. Pressure to veto such a bill will be
intense and, in our opinion, well justified.

2) The other option has the Democrats papering over the
Hawkins/ABC and the Downey/EITC rift. As you know, a
serious division currently exists between these two camps, a
division made deeper and more personal by the now legendary
Children's Defense Fund memorandum criticizing Downey and
George Miller.

Those wounds continue to fester. But time heals all wounds,
or at least those that prevent victory. That, combined with
the Democrats sensing an opportunity to roll the President,
may result in an uneasy truce declared in the name of party
unity. Worse still, we can see some of our more moderate
Republicans participating in helping to bridge that gap.

A sub-option would be Representative Charlie Stenholm taking
the initiative and working out a deal with Representative
Downey. From a substantive standpoint we would get a better
product from this alliance than a Hawkins/Downey alliance.
However, the Administration would be perceived as standing
on the sidelines on a major leglslatlve/pollcy initiative to
which the President is committed. Moreover, we can better
frame--and catalyze--the debate by seizing the opportunity
ourselves than we can leaving it to Mr. Stenholm.



ITI. RECOMMENDATIONS

None of the scenarios outlined above is acceptable in our
view. Therefore, we propose that we engage now and take charge
of events by doing the following:

1) Initiate contact between the White House and Congressman
Tom Downey. Preliminary discussions between the Office of
Legislative Affairs and Downey and Ways and Means Chairman
Rostenkowski's staff (Rostenkowski is a Downey ally) have
have already taken place. From everything we can gather,
absent some strong Democratic Leadership role, Downey is
ready to deal. Our sense is that the earlier we can get to
him, the more flexible he will be. If he perceives the
Administration to be uninterested or willing to let events
drift, his positions will harden and, in search of votes, he
will move in the direction of the Hawkins faction.

Moreover, it is our understanding that Labor is pressuring
Downey to accomodate Hawkins.

However, before we actually bring Downey in to talk, we
should quickly consult with key Hill allies such as Reps.
Stenholm, Shaw, Tauke, Holloway and Bartlett, as well as
the Republican Leadership.

2) As those discussions move forward, our goal should be
the "ad hoc" formation of a de facto working group to
negotiate the details of an agreement. Since many Members
have invested an unusually large amount of time in this
issue over a sustained period of time, we would suggest that
Members be directly involved in, and in some cases, act as
our surrogates during the negotiations.

Somehow we need to fold Senators into this mix without
letting them control the agenda. S. 5, already passed by
the Senate, has some extremely objectionable features. The
agreement we reach with Downey, et. al. should be as close
as possible to the one that emerges from Congress.

3) Give announcement of the agreement, or our desire to
reach an early agreement, a high profile in the State of the
Union Address. This will insure that we get the credit, put
flesh on the "kinder/gentler" theme, and indicate that we
are willing to work with the Congress on our legislative
initiatives. Furthermore, getting a child care bill on our
terms may help take sting from those who are concerned about
public perceptions in the wake of our past and coming
abortion fights.
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All this is predicated on the fact that we do not want to
force a veto confrontation. We are not confident that we have
the votes to sustain a veto in either one of the two scenarios
outlined earlier. Critically, even if we do sustain a veto, we
are not sure we will have more leverage after a veto than we do

now. We would prefer to operate in an environment in which there
is significant tension in the Democratic camp, rather than a
bitter post-veto atmosphere in which Republicans are more likely
to be internally split. Veto struggles tend to unify the
Democrats.

Finally, we expect to catch some heévy flak from our right
wing about deallng with Downey and Rostenkowski. There are two
ways to minimize this:

1) Whatever deal is worked out must -be consistent with the
President's principles. That is:

-- parental choice ‘should be maximized;

-- government action should increase, not decrease,
the range of available options;

-- families in which one parent chooses to work in
the home should not be discriminated against; and,

-- given scarce resources, additional funds should be
targeted to those most in need.

The details are open to discussion but the principles
are not. In the final product, it must be clear that
we set the parameters of the debate.

2) Insure that their surrogates (i.e., Bartlett) are part
of the working group that reaches the deal. Some
conservatives are argquing that we may be about to
renege on the President's commitment to parental choice
by adopting a Title XX block grant.

If we produce a deal that emphasizes the EITC, which by
definition embodies ‘parental choice, and keeps the restrictions
on Title XX block grant to a minimum, the critics will carp but
without foundation. Conservatives are supposed to support block
grants and state flexibility.

cc: Roger Porter
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 THE WHITE HOUSE
WASHli\lGTON

January 18, 1990

MEMORANDUM FOR ROGER B. PORTER
FROM: LARRY LINDSEY
SUBJECT: Stenholm Child Care Meeting
Today I attended a meeting sponsored by Damon Tobias of
Congressman Stenholm's staff. Also attending were Ron Haskins,

Robert Rector, and representatives of other ‘allied Congressmen
and interest groups. This memorandum summarizes the consensus of

those present.

1. We have a quite reasonable chance of getting a ma16r1tv iﬁ
the House on a slightly modlfled version of last vear S '
Stenholm-Shaw bill.

Tobias thinks that we can ea511y gain 20-30 moderate
Democrats who were lost in last year's vote due to leadership
pressure and some missteps on our side. These can be added to
the 36 Democrats who voted for Stenholm-Shaw. We also lost 16
Republicans and still got 195 votes.

Bad blood among members of the other team has further

enhanced our chances of picking up some votes from moderate
Democrats.

2. The first compromise we will have to make has to do with
whether or not the EITC is used in defining eligibility for
poverty programs.

The liberals made a good case in the debate that some
individuals would actually be worse off with the EITC because
they would lose eligibility for programs such as Medicaid and
Food Stamps. This cost a number of moderate Democrat votes.
Attachment "A" is a "fact sheet" put out by the Democratic Study
Group just before the vote.

Within the Administration it is important to realize that
lower level officials at OMB will have to be informed not to
oppose these changes, if we decide to strike a deal with
Stenholm. The budgetary effects are comparatively minor, but

they caused problems on this as a matter of principle durlng the
last debate.

. 3. The second compromise we will have to make involves the
exclusion of child care earnings of senior citizens from the
Social Securltv earnings test.




This - is a warm and fuzzy idea that also attracts the support
of hard hearted Republican supply siders seeking to do in the
earnings test all together. Administration opinion has been
divided on earnings test issues in the past. We should be
prepared to compromise on this. In the last session, the Senate -
approved an amendment to do this by a recorded vote of 100-0.

4. We should be'gregared to accept some reduction in the
existing DCTC. ‘

Stenholm-Shaw involves a phase-out of DCTC benefits between
$70,000 and $90,000. The primary benefit is money: $1.1 billion
~over 3 years. The second benefit is to satisfy the pro-family

groups on our right.

5. Tﬁe hardest issue we are gqing to have to face is coét.

Stenholm-Shaw cost $17.2 billion. An absolute pre-requisite
is that the Stenholm-Shaw tax credit be at least as generous as
the Downey tax credit. That means taking the Downey credit. See
Attachment B. That is way above our budget envelope, but there
'is no chance of success with anything less.

6. There is some thought being given to a_ "fake money" tax cut.

This would actually be a promise to vote on a further
expansion of the EITC at a later date. Support for this idea,
chiefly from Robert Rector, would undermine the inherent
advantage in debate of spending programs over tax programs.
Spending programs can advertise their authorization figure and
then only have to produce a smaller appropriation. Tax cuts do
not have that luxury.

Implications for Legislative Strateqgy

It is very important that we take into our political .
calculus the possibility that we are going to WIN on this issue.
Winning is very different from forming a blocking coalition. It
has the chief advantage of giving members a child care bill that
they can vote FOR. Its chief disadvantage is that it takes 218
votes, not just 146. ' : ’

The House Democratic leadership expects to move in late
February or early March. Hawkins will move HR.3 on the floor.
Downey will then offer to amendment to HR.3 which is his bill.
Stenholm will offer an amendment and numerous Republican
amendments will also be on offer. Whatever emerges will then be
the bill taken to conference with the Senate.

It may be a better strategy to make a deal with Stenholm
which promises close to 218 votes. Then take the 218 possiblity
to Downey as an all or nothing deal.
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THE WHITE HOUSE
WASHINGTON

January 22, 1990

MEMORANDUM FOR GOVERNOR JOHN SUNUNU

THROUGH: FRED McCLURE, ASSISTANT TO THE PRESIDENT FOR;%WMN*J/
LEGISLATIVE AFFAIRS

FROM: NICHOLAS E. CALIO, DEPUTY ASSISTANT TO THE PRESIDENT// ~
FOR LEGISLATIVE AFFAIRS, and, ?{w

JACK HOWARD, SPECIAL ASSISTANT TO THE PRESIDENT FOR
LEGISLATIVE AFFAIRS

RE: January 23, 1990 Child Care Meeting

I. INTRODUCTION

Tomorrow’s meeting on child care with Democrat Charlie Stenholm
and seven key Republican House Members proceeds from our

January 3rd memorandum to you. (A copy is attached for your
convenience.) Due to Members’ recess schedules, tomorrow was the
first available date on which a sufficient number of the key
players were available.

This memorandum will provide background information on the views

of these Members on the child care issue. It will also provide a
recommendation on how we may want to handle this meeting.

II. BACKGROUND ON MEETING ATTENDEES’ VIEWS ON CHILD CARE

In general, the list of meeting attendees below represents

an assessment of how these Members stand relative to the "purist"
conservative position versus the more pragmatic child care
position. The conservatives generally believe almost exclusively
in the tax credit approach. Only grudgingly, and this is a
matter of degree with many, do they accept the need for federal
expenditures and even more grudgingly do some accept the need for
some kind of regulation. As you move to the "left," belief in
the tax credit approach fades as Members feel more strongly about
regulations, standards and the need for federal outlays.
Obviously, carrying that to the extreme takes you to the ABC
faction.
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The leaders of the "purist" faction seem to be Holloway/Schulze,
while the leaders of the "government-has-a-bigger-role" faction
seem to be Goodling and Johnson.

Practically any deal we could potentially strike with Downey will
fall between the Stenholm/Shaw bill and the Downey bill. Because
of the philosophical splits on this issue in the House - as well
as the four principles laid down by the President (see page 4 of
January 3 memo) -- any deal would have to come a lot closer to
Stenholm/Shaw. Otherwise, the conservatives will leave us in
droves led by some of the people listed below. On the other
hand, unless we keep the moderates happy, they will desert.

CLAY SHAW: House GOP Leadership’s point man on the
issue. Not overly concerned with substance
(although he definitely tilts toward the more
conservative position). Is more concerned
that the product of his task force reflect a
consensus of not only his task force, but the
GOP Conference. Some feel that this concern
is so strong that it prevented him from
making the necessary decisions to craft a
single GOP alternative during consideration
of the legislation last Fall.

TOM TAUKE: The real substantive expert on this issue
among House Republicans (his Senate campaign
has prevented him from focusing more on the
issue). Has a lot of credibility with House
Republicans since he was one of the first to
seriously get involved in the issue years
ago. Feels very strongly that we need to
make an accommodation with Downey. Even
though he serves on the Education and Labor
Committee, he is more associated with the tax
credit faction, although not as clearly as
Holloway/Schulze are.

STEVE BARTLETT: Philosophically he supports the "purist"
approach and sees little need for direct
federal outlays other than to attract votes
for a winning coalition. Bartlett also
believes that benefits can be extended into
the middle class, even with the high costs
associated with that. Strategically,
understands that in order to win, we need to
attract the moderates. Has a lot of
credibility with the Heritage Foundation
faction, which means he could explain an
Administration/Downey deal to them in terms
they will understand.
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CHARLIE STENHOIM:

NANCY JOHNSON s

BILL GOODLING:

-3-

The bridger of the gap between the two
factions. - Feels very strongly that if we cut

.a deal with Downey, we have to come out

convincingly closer to his bill than to
Downey's, otherwise he is perfectly prepared
to rewrite his own bill, "fight the good
fight," and then gear up for a veto fight.
(Note that we may well end up in that
position ourselves since talks with Downey
may prove futile, and it is possible that we
could achieve a 218-vote coalition without
Downey. )

Clearly associated with the moderates. Feels
passionately about the quality of child care
centers and translates that into a need for
state regulatlon and standards. Also,
Johnson is very happy with the current Downey
bill.

Again, clearly more associated with the
moderate faction, although in recent months
he has become more enamored with the tax
credit approach. His acceptance of a
conservatively-tilted Administration/Downey
deal will be crucial to keeping the rest of
the moderates on board. Consulting early
will pay off in the long run. He will not be
able to play a visible role in working out a
deal with Downey, but can play a role behind
the scenes. As long as there is
consultation, he has a tendency to defer to
Tauke.

One issue we need to resolve with him, not

' (necessarily at this meeting), involves the

Head Start component: Goodling wants to

‘extend Head Start eligibility up the income

scale.to:middle class children, a view not
shared by the Administration and many of his
own colleagues due to its costs. Unless
handled delicately, this could be a stumbling
block that may result in Goodling not
agreeing to a deal.
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DICKVSCHﬁLZE: Along with Holloway, the leader of the tax

credit faction. Was not an active player in
the debate. last year, but his acceptance of
an Administration/Downey deal takes away any
of the key players to whom the Heritage
Foundation will go to complain about an
Administration/Downey deal. (Heritage does
not believe we should even talk to Downey,
much less try to cut a deal with him.)

CLYDE HOLLOWAY: - Sponsor, along with roughly 140 other House
. Republicans, of the Holloway/Schulze tax

credit bill which was a pure child care tax
credit. Skeptical about talking with Downey,
but willing to go along with the discussions
as-long as it is clear that Downey is coming
in our direction rather than the other way
around. Many conservatives .inside the GOP
Conference and outside (e.g., Heritage
Foundation/Phyllis Schlafly) look to him as
their champion on this issue.

III. RECOMMENDED APPROACH TO THE MEETING

At the outset of the meeting, we should make it clear that:

o our purpose in brlnglng them in is to consult with them on
the child care issue;

o we want their views on what may happen and what should
happen-

o we are concerned about how quickly the issue might move and

a Downey/Hawkins marriage;

o we. believe a window of opportunity exists during which we
have a chance to get leglslatlon ‘which will pass the House
~and that the President can sign; and

. O we would prefer to get such legislation in the first

instance rather than having to veto a bill and fight all
over again for a bill that meets the four principles set
forth by the President last year.
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Our posture should be that of "listeners." If history is any
teacher, it is highly unlikely that this group will arrive at a
consensus on how best to proceed which, if properly managed,
works to our advantage in terms of our own flexibility. Hence,
we want to hear what everyone says and, absent a consensus, draw
the necessary concluSLOns after we have had tlme to assimilate
their views.

In discussing the status of the legislation with these Members,

virtually all of them concluded that we ghould talk to Downey to
determine whether a deal can be struck. Nonetheless, we should

not, in our view, make that point explicitly tomorrow. It would
be better in terms of preserving maximum bargaining flexibility

for us if they, or some of them, suggested we talk to Downey.

cc: Richard Darman
Roger Porter
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THE WHITE HOUSE / 22

WASHINGTON
January 3, 1990

MFMORANDUM FOR GOVERNOR JOHN SUNUNU
THROUGH: FRED McCLURE

FROM: NICK CALIO
JACK HOWARD

SUBJECT: NEED FOR IMMEDIATE ACTION ON CHILD CARE LEGISLATION

The child care situation is crying out for initiative., If
we seize it, we can put ourselves in control of events,
aggressively shape the legislation and, with a victory on our
terms, set the tone for the rest of the Second Session. If we
let this drift, we will shortly be overrun by events.

I. BACKGROUND

The current situation is full of nuances, but the bottom
line is that there are basically two opposing camps: the Gus
Hawkins/quasi~ABC forces and the Tom Downey/EITC-Title XX
faction. The Administration is positioned closer to the Downey

group.

The legislative history of the child care situation is
nearly unprecedented. The procedural pyrotechnics used to get
the legislation to this p01nt illustrate the fraglllty of the ABC
coalition,

ITI. POSSIBLE SCENARIOS

Because the trail is so twisted, it is difficult to project
with any-certainty what will happen next. In our judgement, the
two most likely scenarios are:

1) H.R. 3 as reported from Conference is brought to the
floor as a separate vehicle. An amendment will be offered
which attempts to fix the "religious problem," i.e., how to
get federal or state funds to religious child care providers
without violating the Constitution.

There are serious questions whether any solution to this
problem exists. For instance, during House floor
consideration of the Administration-supported Stenholm-Shaw
amendment, Majority Leader Gephardt promised key Southern
Democrats that he would make sure that the religious problem
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was fixed in Conference. That pledge is nearly universally
regarded as having been enough to swing back a number of
Southern Democrats to the Democratic

Leadership's column. Those Democrats were the margin of
defeat for us.

Despite Gephardt's promise, however, conferees were unable
to satisfactorily resolve the issue. Now the Democratic
Leadership is promising to fix the problem on the floor,

presumably in the form of a Gephardt amendment.

Whether such an amendment can be successfully drafted is
doubtful. Hence, a cosmetic fix will probably be offered
which will purport to solve the problem. It may well be
enough to give wavering Southern Democrats enough cover to
continue to support the Democratic Leadership. 1In that
case, we will not have enough votes to defeat H.R. 3 on the
floor and some combination of that and S. 5 will reach the
President's desk. Pressure to veto such a bill will be
intense and, in our opinion, well justified.

2) The other option has the Democrats papering over the
Hawkins/ABC and the Downey/EITC rift. As you know, a

‘serious division currently exists between these two camps, a

division made deeper and more personal by the now legendary
Children's Defense Fund memorandum criticizing Downey and
George Miller.

Those wounds continue to fester. But time heals all wounds,
or at least those that prevent victory. That, combined with
the Democrats sensing an opportunity to roll the President,
may result in an uneasy truce declared in the name of party
unity. Worse still, we can see some of our more moderate
Republicans participating in helping to bridge that gap.

A sub-option would be Representative Charlie Stenholm taking
the initiative and working out & deal with Representative
Downey. From a substantive standpoint we would get a better
product from this alliance than a Hawkins/Downey alliance.
However, the Administration would be perceived as standing
on the sidelines on a major legislative/policy initiative to
which the President is committed. Moreover, we can better
frame~-and catalyze--the debate by seizing the opportunity
ourselves than we can leaving it to Mr. Stenholm.
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III. RECOMMENDATIONS

None of the scenarios outlined above is acceptable in our
view. Therefore, we propose that we engage now and take charge
of events by doing the following:

1) 1Initiate contact between the White House and Congressman
Tom Downey. Preliminary discussions between the Office of
Legislative Affairs and Downey and Ways and Means Chairman
Rostenkowski's staff (Rostenkowski is a Downey ally) have
have already taken place. From everything we can gather,
absent some strong Democratic Leadership role, Downey is
ready to deal. Our sense is that the earlier we can get to
him, the more flexible he will be. I1If he perceives the
Administration to be uninterested or willing to let events
drift, his positions will harden and, in search of votes, he
will move in the direction of the Hawkins faction.

Moreover, it is our understanding that Labor is pressuring
Downey to accomodate Hawkins.

However, before weé actually bring Downey in to talk, we
should quickly consult with key Hill allies such as Reps.
Stenholm, Shaw, Tauke, Holloway and Bartlett, as well as
the Republican Leadership.

2) As those discussions move forward, our goal should be
the "ad hoc" formation of a de facto working group to
negotiate the details of an agreement. Since many Members
have invested an unusually large amount of time in this
issue over a sustained period of time, we would suggest that
Members be directly involved in, and in some cases, act as
our surrogates during the negotiations.

Somehow we need to fold Senators into this mix without
letting them control the agenda. S. 5, alreadv passed by
the Senate, has some extremely objectionable features. The
agreement we reach with Downey, et. al. should be as close
as possible to the one that emerges from Congress. '

3) Give announcement of the agreement, or our desire to
reach an early agreement, a high profile in the State of the
Union Address. This will insure that we get the credit, put
flesh on the "kinder/gentler" theme, and indicate that we
are willing to work with the Congress on our legislative
initiatives. Furthermore, getting a child care bill on our
terms may help take sting from those who are concerned about
public perceptions in the wake of our past and coming
abortion fights.
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All this is predicated on the fact that we do not want to
force a veto confrontation. We are not confident that we have
the votes to sustain a veto in either one of the two scenarios
outlined earlier. Critically, even if we do sustain a veto, we
are not sure we will have more leverage after a veto than we do
now. We would prefer to operate in an environment in which there
is significant tension in the Democratic camp, rather than a
bitter post-veto atmosphere in which Republicans are more likely
to be internally split. Veto struggles tend to unify the
Democrats.

Finally, we expect to catch some heavy flak from our right
wing about dealing with Downey and Rostenkowski. There are two
ways to minimize this:

1) Whatever deal is worked out must be consistent with the
President's principles. That is:

-- parental choice should be maximized;

~~ government action should increase, not decrease,
the range of available options;

-- families in which one parent chooses to work in
the home shouvld not be discriminated against; and,

-- given scarce resources, additional funds should be
targeted to those most in need.

The details are open to discussior hut the principles
are not. In the final product, it must be clear that
we set the parameters of the debate.

2) Insure that their surrogates (i.e., Bartlett) are part
of the working group that reaches the deal. Some
conservatives are arguing that we may be about to
renege on the President's commitment to parental choice

-by adopting a Title XX block grant.

- If we produce a deal that emphasizes the EITC, which by
definition embodies parental choice, and keeps the restrictions
on Title XX block grant to a minimum, the critics will carp but
without foundation. Conservatives are supposed to support block
grants and state flexibility.

cc: Roger Porter
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THE WHITE HOUSE
WASHINGTON

January 22, 1990

MEMORANDUM FOR GOVERNOR SUNUNU
FROM: ROGER B. PORTER 4/
SUBJECT: Child Care Strategy
As you begin a series of meetings with Members of Congress
on child care, you should be aware of certain strategic issues

which will frame the upcoming debate.

1. The President's willingness to veto legislation which is not
in accord with his principles is not yet accepted.

At this time Administration claims that the President will
veto an unacceptable child care bill are taken as a matter of
posturing. There are two reasons for this. First, it is
expected that, this being an election year, the President will
sign whatever the Congress sends to him. Second, we have not
translated the President's principles into a standard of
judgement that makes for a bottom line.

2. To enhance the President's veto credibility, we must make
clear what programs are unacceptable and what our budgetary
limits are.

Clarity has helped us on minimum wage ($4.25), budget
reconciliation ($14 billion of real savings), and on the theme of
no new taxes. The two implications of the President's principles
for an acceptable child care program are:

O No new grant programs. Additional Title XX money is
acceptable. New grants invariably involve anti-religious
and pro-bureaucratic strings.

O No new strings on existing programs. Standards should not
be imposed on the states via Title XX. The Downey bill
would require states to meet a set of standards in order to
receive Title XX funds.

It is also important to draw a line on acceptable budget
limits. 1In the Building a Better America program, we called for
a tax credit of $5.5 billion for the first three full years. The
Mickey Edwards substitute in the House (the conservative
Republican vehicle) involved equivalent spending of $8.4 billion.
The bipartisan Stenholm-Shaw bill involved $10.2 billion. Downey
contemplates $13.4 billion for the same period.
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Clearly we will need to be willing to accept a higher figure
than $5.5 billion in order to prevail. Last year we

ignored fiscal issues for strategic purposes because the .
Democrats did the same thing. They may feel more
constrained this year; the general expectation is that the
telephone excise tax will be used to pay for a child care
credit. (We have already used the excise tax in our FY91l
budget.) '

3. A_key variable in our strateqy is whether we seek to pass

(o)

o

acceptable child care legislation or simply block
unacceptable legislation.

Last year the Stenholm-Shaw proposal received 195 votes. It

is widely perceived that a near-majority exists for this proposal
in this session. Last year the vote was held under a majority
only by vigorous efforts by the Democrat leadership. The Mickey
Edwards Republican substitute received 140 votes last session, 6
short of the vote needed to sustain a veto. These facts suggest’
two viable options: ' :

Block. This implies building a 146 vote coalition to oppose
any Democrat-based bill. We would let Downey, Hawkins, and
the leadership put together as bad a bill as possible.; Let
it get worse in conference where Dodd and the ABC players
are strongest, and then veto. This strategy implies
spurning Downey in order to make it impossible for him to
resist Hawkins and the Democrat leadership.

Play. This implies building a coalition based on the
Stenholm-Shaw group. Additions can be found among moderate
Democrats who were promised that religious day care would be
taken care of and by making a full court press on the 16

‘Republicans who voted against Stenholm-Shaw last session.

Opening - a dialogue with Downey might be useful in order to
enhance the attractiveness of. our proposal to moderate
Democrats.
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MEMORANDUM FOR GOVERNOR SUNUNU

THROUGH : FRED MCCLUR%?“N\___.

FROM: NICK CALIO // ¢
JACK HOWARD <

SUBJECT: ISSUES LIKELY TO BE RAISED IN THE CHILD CARE
MEETING WITH REPS. DOWNEY AND MILLER

These are the parameters of the debate on the issues most
likely to be raised by Congressmen Downey and Miller. They are
the most prominent ones standing in the way of a deal.

1. SOCIAL SERVICES TITLE XX BLOCK GRANT REGULATIONS

--Downey imposes on states regulations at least as bad as
Hawkins' H.R. 3. However, he is willing to drop many of them.

--Stenholm/Shaw keeps regulations to an absolute minimum, to
the point where it is claimed that there are no regulations.
(There are generic regulations in Stenholm/Shaw, such as those
saying states should ensure that child care centers should meet
safety and health standards.)

--GOP conservatives feel very strongly that Stenholm/Shaw-
style regulations are the toughest they will accept.

--Downey will not accept Stenholm/Shaw (unless possibly as a
tradeoff for something else big). A possible compromise might
involve encouraging (not mandating) states to develop standards
within a certain number of years.

2. RELIGION

--The original version of HR 3 explicitly prohibits any
grant funds from going to religious child care centers.

--Downey/Miller silent on the issue. Title XX funds, like
Head Start funds, already go to religious child care centers.
Neither Downey nor Miller care that funds are already flowing to
religiously-affiliated centers.

--Stenholm/Shaw has sense of the Congress language saying
that it is permissible for funds to go to religious centers.

--Conservatives will go berserk if there is no affirmative
statement allowing funds to go to religiously affiliated child
care centers. If this is used as a tradeoff, it had better be
for something big. This will have to be handled with extreme
delicacy.



3. TITLE II OF H.R. 3

--Title II of both the Hawkins bill and the Downey/Miller
bill authorizes early childhood development programs and funds
for before and after school child care ($440 million).

--Downey/Miller feel strongly that it should be retained.

—-The Administration and the bulk of House Republicans feel
strongly that it should be stricken. It creates a new Federal
program, with new State and local bureaucracies, duplicates many
of the services already provided by Head Start, and is
inconsistent with the President's principles. It puts child care
choices in the hands of government; discriminates against
religious~-based child care; discriminates against two-parent
working families; would not target scarce resources to lower-
income families; and pre-empts State and local prerogatives to
set standards, decide how they are applied, and determine how
they are enforced. o

--Some key House Republicans, such as Bill Goodling,
strongly support Title II. o

--Stenholm/Shaw encouragés,'but does not require;‘States to
consider allocating some Title XX Social Services block grant
funds to school-based child care.

4. COST (1990-94)

--The total cost of thé Hawkins bill as amended by the
Downey bill was $22 billion. The EITC portion of the Downey bill
is $13.5 billion. (Annual 1994 cost of Downey: $4.7 billion.)

~-Stenholm/Shaw costs $17.2 billion. Of that, $12.4 was net
EITC cost. (Annual 1994 cost: $4.3 billion.)

--The cost of Edwards/Holloway/Schulze substitute was $14.1
billion. That was a pure EITC tax credit. (Annual 1994 cost:
$4.9 billion.)

--The Administration supported both the Stenholm/Shaw
package and the Edwards substitute.

--The Dole substitute cost $12.3 billion. Of that, the
EITC cost is $10.3 billion. (1994 annual cost: $3.4 billion.)

--Some conservative Republicans (Bartlett/Holloway) would
like to extend EITC eligibility as far up the income scale as
possible ($25,000 to $30,000). The Administration is trying to
keep the upper limit to roughly $21,000. Both Stenholm/Shaw and
Downey are in that range.



5. DEPENDENT CARE TAX CREDIT

~--Stenholm/Shaw caps the credit for families with incomes
between $70,000 and $90,000. 1990-1994 savings: $1.1 billion.
They believe strongly that phasing out the DCTC benefits for the
wealthiest taxpayers affirms that the Federal Government should
prioritize child care assistance on a needs basis.

--Downey has no phase-out.

--Some Republicans, such as Nancy Johnson, feel that capping
the DCTC is a political liability. (Although in the past she has
introduced legislation capping the DCTC, so it is unclear whether
she could ultimately live with a cap.)

--Unless the savings are absolutely necessary, it may be
best to drop the whole provision in the interest of simplicity
and keep just the EITC.

6. HEAD START

--Head Start will be reauthorized either as a part of or
separate from the child care debate.: :

--One key issue that will be debated is whether Head Start
should be available to middle class children. Some Republicans,
such as Bill Goodling, believe it should. More conservative
Republicans react violently to that, fearing the effects of a
greater governmental role in caring for children.

--HR 3 also imposes more regulations and reporting
requirements for the increased Head Start services.

--Head Start should more appropriately be handled within the
context of its own reauthorization. It may have to be wrapped
into the child care debate, however, if other competing
alternatives include Head Start. ’

7. VETO MESSAGE

—-Downey needs to be told in no uncertain terms that we will
veto H.R. 3 or any other child care bill like it.

-=-Even though he (and House Republicans) have repeatedly
been told this by White House representatives both in writing
and in person, some skepticism remains. Despite our insistence,
Members think the President will balk at vetoing a child care
bill in an election year. '

—--Downey can use the threat of a veto to enhance his
leverage with his left wing.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503
October 4, 1989

(House)

STATEMENT OF ADMINISTRATION PoOLICY

(THIS STATEMENT HAS BEEN COORDINATED BY OMB WITH THE CONCERNED AGENCIES.)

H.R. 3299 - Budget Reconciliation Act of 1989/
Child Care Provisions

The Administration supports House passage of Rep. Edwards’
substitute for the child care provisions in H.R. 3299. As an
alternative to the provisions in H.R. 3299, the Administration

also

could accept the substitute to be offered by Reps. Stenholm

and Shaw.

With discretionary authorizations and entitlements estimated by
the Congressional Budget Office and the Joint Committee on
Taxation to cost in excess of $22.5 billion over 5 years, the
current combined reconciliation provisions of H.R. 3 and the Ways
and Means mark are an exercise in excess and inconsistent with
the President’s child care principles:

Radical Changes to the Head Start Program. The provisions
greatly expand income eligibility for the Head Start program
when not all poor children are being served. They also
provide financial incentives for Head Start programs to
focus on child care rather than on the comprehensive
developmental services that are key to Head Start’s success.

Grant Proliferation. Five new child care grant programs in
two Federal departments are established in H.R. 3299.
Additional child care funding also is provided through a new
subtitle in Title XX (the Social Services Block Grant) that
contains extensive mandates on States that are totally
inconsistent with the block grant nature of this program.
This fragmentation of Federal funding will hinder
coordination of child care activities at all levels of
government -- as well as in local communities -- and consume
scarce resources for bureaucratic and administrative

functions that would be better spent on providing care to
children.

Excessive and Counterproductive Mandates on States. States
are ‘required to license and regulate child care providers
utilizing federally-specified categories and rules under
H.R. 3299. These mandates will drive up the price and
decrease the supply of child care, diminishing rather than
expanding the range of child care choices available to
parents as called for by the President.
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-- Poor Targeting. The $9.2 billion dollars in grant funds in
H.R. 3299 are not well-targeted to those in need. They
either are not targeted to low income families at all or
operate under eligibility standards set as high as more than
two and a half times the poverty level. This poor targeting
violates the President’s principle that scarce federal
resources must be directed to those most in need.

-- Discrimination Against Two-Parent Families in which One
Parent Works at Home to Care for Their Children: Although
the provisions would provide assistance to these families
through a change in the Earned Income Tax Credit (EITC), the

. grant programs in H.R. 3299 would discriminate against these
families. The Head Start provisions would assist only
two-parent families in which both parents are in the labor
force. Similarly, the vast majority of all child care grant
funds under the bill would benefit these families. -

Substitute Proposals

The Administration supports the substitute to be offered by Rep.
Edwards, which would provide child care assistance directly to
families through changes in the EITC. This tax-based proposal,
supported by the Republican leadership, is far more consistent
with the President’s child care pr1nc1ples and avoids all of the
problems inherent in the provisions in H.R. 3299. By focusing
all of its assistance on low-income families in which a parent

works, the substitute also would directly help working poor
families.

The Administration could accept the compromise substitute to be
offered by Reps. Stenholm and Shaw. Although the Administration
has reservations about the costs and other aspects of this
substitute, it is preferable to the child care provisions in
"H.R. 3299. It is more consistent with the President’s child care
principles; does not alter the Head Start program so radically;
avoids the rampant grant proliferation, bureaucratic excesses and
poor targeting inherent in H.R. 3299; and would effectively
provide assistance to working poor families.

* % k Kk k k % *

(Not to be Distributed Outside Executive Office of therPresident)

This draft position was drafted by HRVL/SS (Barbara Selfridge)
and was coordinated by LRD (Weinberg) with LVE (Bernie Martin)
and HIM (David Kleinberg, Barry Clendenin, and Peter Nakahata).
The Departments of Education (per Randy Hansen, Office of the
General Counsel), HHS (per Sondra Wallace, Office of the General
Counsel), Labor (per Anita Eisenstadt, Office of the Solicitor),

. and Treasury (per Greg Sukys, Office of the General Counsel)
agree with the position.
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We understand that child care legislation is expected to be
considered on the House floor as part. of reconciliation on
October 4, 1989. There are child care provisions in H.R. 3299
reported by the Education and Labor Committee and the Ways and
Means Committee. 1In addition, a Republican substitute

(Rep. Edwards of Oklahoma) and a bipartisan ‘substitute (Reps.
Stenholm and Shaw) will be offered.

We have not seen the actual language for the Republican and
bipartisan substitutes. The descriptions below are based on
congressional staff summaries.

Admlnlstratlon P051t10n to Date

On September 27, 1989, a letter jointly signed by the Director
and the Secretaries of Education, HHS, .Labor, and the Treasury
was sent to each Representative stating that they would recommend
that the President veto either the Education and Labor :
Committee’s stand alone child care bill, H.R. 3, or Rep. Downey’s
amendment to H.R. 3. A copy of the Statement of Administration

Policy prepared on September 25, 1989 on H.R. 3 was enclosed with
the letter. . '

" On June 22, 1989, Secretarles Dole and Sullivan sent a 1etter to

House Educatlon and Labor Committee Chairman Hawkins statlng that
they would recommend that the President veto H.R. 3.

Oon June 20, 1989, the Administration sent a Statement of
Administration Pollcy stating that the President’s senior
advisers would recommend that he veto.S. 5, the Act for Better
child care Services. (S. 5 is the Senate companion to H. R. 3.)

Education and Labor Committee’s version would:

-- authorize $1.75 billion for FY 1990 and such sums as may be

necessary through FY 1993 for child care and Head Start
programs;

- expand Head Start to provide full day, year-round child care
.and expand eligibility to higher income families;

- authorlze grants to States to expand or establish
school-based before- and after-school child care progranms;

-- authorize grants to States for infant and toddler care;.

-- authorize grants to States for a wide range of child care
coordinating activities, including information and referral
programs, training, and renovation loans; and

-- authorize $25 million per year for FYs;1990 through 1993 for
HHS to make grants to businesses with fewer than 100
employees to prov1de child care.
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Ways and Means CQmmlttee version would provide for an expansion |
of the Earned Income Tax Credit (EITC) and an increase funding
for child care under the Social Services Block Grant (Tltle XX of

-the Soclal Securlty Act).

In 1989 the EITC is 14 percent of the first $6 500 in earned
income for a maximum of $910. For every dollar in income above
$10,240 the credit is reduced by 10 cents, until it is completely
phased out at $19,340. The credit is refundable and available in
advance in workers' paychecks.

The Committee would increase the credit from 14 to 17 percent for
families with one child, to 21 percent for families with
2 children and to 25 percent for three or more children. The

phase out percentage would be. increased from 10 percent to

12 percent for families with one child, 15 percent for two
children, and 18 percent for three or more children. Families
with a child under age six would receive a "supplemental young
child credit" of six percent.

The Committee would increase funding for the Social Services
Block Grant from the current cap of $2.7 billion per year to: .

-~ $2.90 billion for FY 1990, with $200 million earmarked for
child care payments to the States;

-- $3.05 billion for FY 1991, with $350 million earmarked for
child care payments to the States; and

-= $3.1 billion for FY 1992, with $400. mllllon earmarked for
child care payments to the States.

W1th1n three years of enactment to be eligible for funds States
would have to demonstrate to HHS that all child care providers in
the States are licensed or regulated under State law and comply
with the State’s Chlld care standards.

This version would also authorize $75 million for each of
FYs 1990 through 1997 for HHS grants to States for 1mprov1ng
the1r child care standards. }

Republican Substltute (Rep.. Edwards) would:

-- increase the EITC from 14 to 17 percent for all families
with one or more children;

-~ provide a yound child supplement =-- an additional EITC of
.10 percent, 13 percent and 15 percent for families with 1,
2, and 3 children, respectively under age 5; (these
percentages are applied up to a base income of $10,000 and
is phased out between $17,000 and $24‘000)

~- prohibit families from receiving both the young child
supplement and the Dependent Care Tax Credit (DCTC):; and
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- phase out the DCTC between income of $70,000 and $90{Qoo.

Bipartisan Substitute (Reps,'Stenholm_and Shaw) would:

increase the authorization for the Head ‘Start program by
$317 million for FY 1990 and by $300 million per year for
FY¥’s 1991-1994; )

amend the Social Services Block Grant to authorize
$350 million for FY 1992 and $400 million per year
thereafter for grants to States:for child care;

increese ‘the EITC from 14 to 17 percent for all families;

provide a young child supplement. Families with one child
under age five are given an additional 10 percent credit on
earnings up to $10,000; the credit is then flat (at ($1,000)
between earnings of $10,000 and $17,000; the credit phases
out to zero between earnings of $17,000 and $24,000.

Families with 2 children below age five are given an

additional 13 percent credit; families with three or more
children are given and additional 15 percent credit. In
both cases, the credit is flat between $10,000 and $17,000
and then phases to zero at $24,000.

require that EITC be counted as income for purposes of the
Aid to Families with Dependent Children program (it is not
counted currently):; and

establish a grant program for small businesses (up to 50
employees) to provide child care with $25 million per year
authorized for FYs 1990-1993.

LEGISLATIVE REFERENCE DIVISION DRAFT
9/28/89
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Y POLICY (Senate]
' S. 5 - Act for Better Child Care Services of'1989,
the Mitchell Substitute, and the Dole-Packwood Amendment

The Administration supports child care legislation that is
consistent with the following principles established by the
Presidents - - :

o - Assistance should go directly to parents, who are best
able to make decisions about their children.  Parents, and
not the government, should choose the child care they
consider best. ‘ : '

o _Federal policy should increase, not decrease, the range of
- choices available to parents.

o  New Federal support for child care should be targeted to
families most in need. '

o Federal policy should not discriminate against two parent
- families in which one parent works at home to care for.
their children. ‘

S. 5 violates all of the President’s prihciples:

© S. 5 puts its trust in government, not parents.
Assistance does not go directly to parents. It is
provided to States, which have the ultimate
- declsion-making power on the care children will receive =--

whether the care is provided under contracts, grants, or
certificates. .

©  S. 5 provides assistance to two parent families only when
both parents are employed, perpetuating the current
discrimination against those families which sacrifice
income so that one parent can work at home to care for
. their children.

o S. 5 decreases the range of child care choices available
to parents. . All care subsidized by S. 5, including care
provided by relatives, must be totally non-sectarian in
nature and content -- a significant limitation on parental
choice. §S. 5 also mandates Federal standards that will
limit the supply of providers and drive up prices, further
diminishing parental choice. SR i -

© S. 5 is not well targeted and would serve only a fraction
of families most in need. One million children, at most,
would receive subsidies in 1990, and they could be from
families with incomes more than four times the poverty
level. : ' :



In addition, S. 5 sets up a huge bureaucracy with 51gn1f1cant
administrative overhead costs that will reduce the monies
available to parents.

FLAWED ALTERNATIVE (THE "MITCHELL SUBSTITUTE")

The alternative advanced by the Majority Leader -- the "Mitchell
substitute" -- is an attempt to ameliorate the highly
objectlonable features of S. 5. Although it includes a tax
credit that is not inconsistent with the President’s principles,
it is fundamentally flawed because:

o It provides direct assistance through tax credits only to
families who pay for child care and health insurance.
These conditions constrain parental choice and deny
assistance to families who are in as great or greater need
than those who receive the credits.

o It does not resolve the Church-State problem. The
substitute retains the requirement that care be
non-sectarian in nature and content. New language
indicates that care subsidized through State-issued
certificates is not subject to this requirement if it
comports with constitutional law. The Mitchell substitute
merely states a truism: that no government monies may be
awarded in violation of the Establishment Clause of the
First Amendment of the Constitution. The new language
does not eliminate the bill’s fundamental problem -- that
rellglously affiliated child care providers part1c1pat1ng
in a certificate program will be subjected to expensive,
intrusive and invasive litigation and government
regulation. These problems consequently will deter use of
certificates and encourage the use of grants and
contracts, which are subject to the non-sectarian
requirement.

o It retains the biases in favor of institutional care and
against care provided by informal providers, such as
friends and neighbors. Only providers who are licensed or
regulated, who are determined by the State to be "eligible
providers," and who comply with government paperwork
requirements can be paid for care under the substitute.
The uncertainty about what constitutes acceptable practice
when child care subsidies are provided through
certificates only compounds this bias.

o The tax credit and grant funds earmarked for child care
services benefit only those two parent families in which
both parents work outside the home. This perpetuates the
discrimination against two parent families in which one
parent works at home to care for the children. Because
two-earner families have higher incomes than "traditional"
families, and because the substitute discriminates agalnst
"traditional" families, it is not only unfair; it is also
poorly targeted with respect to those in need.




PRESIDENT’S PROPOSAL

The President’s tax-based proposal (S. 601) is clearly superior
to S. 5 and the Mitchell substitute. It provides all assistance
directly to parents, allowing them to decide for themselves how
best to meet their children’s needs. Assistance is targeted to
low-income families, and 100% of the families who meet income and
family composition requirements receive assistance. Two parent
families in which one parent works at home to care for the
children are eligible for the Child Tax Credit, which is not
conditioned upon their making expenditures specified by the
government.

The President has indicated that he is firm in his devotion to
the principles underlying his proposal, but that he is flexible
on how best to achieve them. As the Senate acts on child care
legislation, the Administration seeks to advance a bill that best
reflects the President’s principles and prevents the S. 5-
Mitchell approach.

DOLE-PACKWOOD SUBSTITUTE

We understand that Senators Dole and Packwood will propose an
amendment to perfect the Mitchell substitute that does the
following. It emphasizes direct assistance to parents by
providing tax credits to low-income families with children. It
includes an Earned Income Tax Credit (EITC) supplement for young
children, which benefits two parent families in which one parent
cares for the children at home. This supplement, which is
similar to the President’s Child Credit, could be used for, but
is not conditioned upon, the purchase of health insurance. The
amendment also makes the current Dependent and Child Care Tax
Credit refundable, as proposed by the President. It retains the
Head Start authorization increase and revenue measures in the
Mitchell substitute.

This amendment clearly is far more consistent with the
President’s principles than S. 5 or the Mitchell substitute.

It provides for greater parental choice and better targeting of
those in need; it reduces discrimination against mothers who work
at home; and it does not discriminate against parents who favor
sectarian child care. Accordingly, the Administration favors
Senate passage of the Dole-Packwood Amendment.

If S. 5 or the Mitchell child care bill were presented to the
President, his senior advisors would recommend that he veto it.

* % K k k Kk %
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72° percent:qof ther preschook,.children ~whose ..

mothers arei:employed-arve-cared - for..in: their
own -or o “a-figure/nearly identical
to the 71 peecent for: families with. incomes
below $30,000; In short, the choice of informal
care is a matter of preference, not a matter: of
family finances. rd g :

When families pay for child care, their cost
averages $2,350 annually for all of the children
in the family.” Paid child care typically ac-
counts for only a small fraction of such fami-
lies’ incomes, but it consumes an average of 22
percent of the incomes of poor working fami-
lies.

Respectmg the many ways that American
families care for their children, the President
has based his child care policy upon parental
choice. The budget reproposes the two tax
credit initiatives for child care that were ad-
vanced. last year: (1) a new refundable Child
Tax Credit for low-income working families of
up. to $1,000: for each child .younger than age
four, and (2) refundability of the current Child

and Dependent Care Tax Credit. These initia-

tives -are based on the following four princi-.
ples, which the President has stated must be.
reflected in child care legislation:

Parents, who are best able to make decisions
about their children’s care, should have the dis-
cretion to make these decisions.—New Federal
support for child care should go directly to
parents. They, rather than bureaucracies or
providers, should control the disposition of
funds and decide what kind of care their chil-
dren receive.

Federal policy should not discriminate
against parents who work at home.—Federal
policy now largely ignores the contributions
and sacrifices in income made by two-parent
families in which one spouse works at home to
care for their children. Federal policy must
correct this discrimination.

Federal policies should act to increase, not
decrease, the range of child care choices avail-
able to parents.—There is no such thing as
“one size fits all” child care. Some parents
want child care provided in an atmosphere of
religious values, while others seek the famili-
arity and informality of care by relatives,
friends, and neighbors. Still others may prefer
Center-based care. Federal policy should

expand: the range-of choices available to par-.
ents; net limit them by biasing Federal sup-

port toward one kind of care. The Federal Gov-

ernment should not mandate State standards

or impose requirements for State standards,

which would increase the cost and reduce the

supply of care available to parents.

New Federal assistance should be targeted to
families most in need.—Balancing the compet-
ing demands of work and family life is often
hardest for low-income families with young
children. In a period of fiscal constraint, scarce
Federal resources must be provided to these
families, who are most in need.

The President has indicated that he is firm
in his commitment to these principles but
flexible in how.they are implemented. Accord-
ingly, Administration officials have been, and
will continue’to be, willing to-work with the
Congress  to pass legislation that helps _low-
income working families meet. their childscare
needs, consistent with the President’s princi--
ples. . A J 5

Child Nutrition: Targeting Spending Better

'In 1990, the Federal Government will spend”
nearly $7.2 billion for mandatory and discre-
tionary nutrition programs that serve chil-
dren, including the National School Lunch
Program, the School Breakfast Program, the
Child Care Food Program, the' Summer Food
Service Program, the Special Supplemental
Food Program for Women, Infants and Chil-
dren (WIC), the Commodity Supplemental
Food Program, and the Special Milk Program.
The Food Stamp Program also provides for the
nutritional needs of children, who made up
about half of the 18.8 million recipients of
$11.6 billion in Food Stamp benefits in 1989.

Although many of the beneficiaries of child
nutrition programs have very low incomes,
program rules provide some Federal subsidy to
children with family incomes that are not low.
For example, the National School Lunch Pro-
gram provides 28 cents to participating schools
for every lunch served, whatever the income of
the children. g

Additional Federal subsidies enable schools
to provide free meals to children with house-
hold incomes below 130 percent of the poverty
income guidelines, and subsidies of about 75
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Stenholm-Shaw II Child Care Bill Proposals; Comparisons

(5 years, in BILLIONS)
PROPOSAL ORIG. '
for SS-II STENHOLM ORIG. ORIG.
BILL ~SHAW W &M E &L

(Déscriptions of provisions below are-
of changes to original Stenholm-Shaw
amendment)

TITLE X —— HEAD START INCREASE : -$ 3.2 $ 3.2 $ 2.6 $ 1.9

Rearrange same funding increase;
$600 mil. in 1st year + "such sums".

TITLE II -- SCHOOL-BASED EARLY - --- 2.6 1.9

"DEV’L & "LATCHKEY"™ PROGRAMS

(Emphasize: Duplication (HS, Ti.II),
same religion problems as ABC, prohibi-
tion on private sector contracting.)

TITLE IIY -—— .

TITLE XX (E&L-ABC) 2.25 1.75 1.75 2.6

. Instead of $200-350-400-400-400 mil, ‘
fund at $450 mil./year;

Senate language requiring families have
certificate option; certificates may
be used with religions providers;

Permit states adequate time & use of
funds to set up certificate programs;

‘Senate provision clarifying that religious
providers may require employees to
adhere to their teachings & tenets,
incl. rules against drugs or alcohol.

EITC 14.0 . 13.5 13.5 ———

Add toddler (under 1) credit for fam- - :
ilies not claiming DCTC ($200-~400);

No repeal of EITC/AFDC disregard;

Adopt W&M EITC/Welfare disregard.

DCTC/FCA:$70-90,000 PHASE-OUT - 1.1 - 1.1 ——— ,———
SOC. SECURITY EARNING TEST EXEMPTION * % - -
TITLE IV —- COORDINATION & -—— —— 2.2 1.1
INFRASTRUCTURE ' .
TITLE V —— BUSINESS INVOLVEMENT 1 .1 a1 .1
TITLE VI —- INCENTIVE GRANTS FOR _ - ——- .4 ———
IMPROVING STANDARDS :
COSTS: . Direct Spending : $16.25 $15.25 $15.25 -—
BA Subj. to Approp. 3.3 3.3 7.9 7.6
TOTAL (Dir.+BA/SEA) '$19.55 $18.55 $23.15 §$ 7.6
Offsetting Savings - 1.1 - 1.1 .

NET TOTAL $18.45 $17.45



-0et. 5,-1989 . , PROPOSAL

Stenholm—Shaw Substltute - for. NEW. PROVISIONS.of -
for HR 3. (Ed & Labor/Ways & .Means) 1990 Bipartisan Child.Care Blll i
Child.Care. prov151ons included £ (changes/additions:to-

1n HR 3299 (Reconc111at10n) . f~~§#0ct -5 :amendment). .-

I. EXPANDED HEAD START ST ¢ B Do A EPE SN AT

Ay L oo i, 0% s [ A )'J o e T
Authorizes $147 million in FY 90 - AUTHORTZE, $600. MILLION : IN -
above current law authorization;:- .- -1st YEAR, such-sums.as neces-

reauthorizes program through FY sary:.thereaftetr; -technically
94 to grow at $300 million/year; drafted as free—standlng

program (as..insHR.3)-to. avoid
Clarifies authority of Head Start. gproblem of inadvertently:re-
programs to provide "developmen- -.-.: authorizing .entire:program

tally appropriate child care"; .(Ed- & Labor:; Cmte: is.expected
permits 50% of increased funds to ~to reauthorize: this" year) .
be used for child care; ~ .nbut with basically same sub-
.istance: as Stenholm-Shaw,
5-year outlay cost (above CBO 5-year outlay cost (based on
"baseline): $3.235 BILLION. % - CBO’Zs method.of:projecting:
- .- "such sums!").-would:about. equal

Stenholm-Shaw s $3.235:BILLION.

(5-year outlay cost of HR 3 Ed
& Labor Title I provisions: F TR L v T S S G
$1.833, based on FY 90 authoriza- R
tion of $440imillion & such sums as .. =odxugie”
necessary- thereafter.- -HR-3’s Head - | ;.0 yu.oe o, o)
Start expansion:is a:freestanding,;- sroren Tl owed ool Ao
new, Head Start=based -day-care . ri:i: Fi 0.0 0.0 Lol o
program, of which-up to:50% could: ~ ... » - .00 o o7 s
' be spent on non-poor. children.) i oo i LEDZE L LdRS LY

) R LA 4
IT. EARLY CHII.DHOOD DEVELOPHENT &
SCHOOL—BASED CHILD -CARE =

“" ":1

NO SEPARATE PROVISIONS,s, :
Reasons;:;~(1)Titde -II -of \HR 3
in effect bars.any:religious
schools ,or -organizations, & ; Sy
explicitly excludes private NI
sector for-profit providers, .
from participation, thus limit-
ing parental choice & unfairly
subsidizing competition against
such providers; S g

(2) Title II of HR 3 is ndema
duplicative because before- & SO
after-school programs are permit—=:‘ ;-
ted under Title XX; &

(3) Title II of HR 3 is
duplicative because Head Start
expansion would provide preschool. s -7 .23 harn e doo
care on a better-targeted basis, soeaboey oraiEn

"
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o
A
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.Oct. 5,71989 "1 - PROPOSAL
_ Stenholm-Shaw Substltute +for" NEW‘/PROVISIONS ‘of ' _
for HR 3 (Ed:& Labor /Ways.: &- 'Means) ~1990 BipartisanChild Care Bill"
Child Care.provisions included ~ (changes/addltlonS“to"‘*'
in HR.3299 (Reconciliation) = _Oct. 5" amendment)
building on a proven, program, & R L RS
also taking advantage of existing . o , L
resources. - (Also, ' religiéus T R A
organlzatlons already do- parthl— NP I DU U UUPIN £ Y £ 5 S & EA RS £ _r\, gl
epart1c1pate 1n Head Start ) L N S
VI SRS L PURCE § SO "‘:' SO A

“(5-year\out1ay cost of Ed & : . ) A .
~Labor HR 3. Title II preschool & '~ “&os Tu wiim oo orifis.un
before- & after-school ‘programs R RN

«..Channeled through public:Local ?'5131.Liiﬂb B R
Educational:Agencies: $1.755 - PSR E TS SOOI L L 2 ey
‘BILLION; based:on .FY 90 auth. of S L LA
of $440 million:& "such sums"
thereafter ) _ ‘ .
(NOTE. The Senate-passed ‘8. 5 did TR LED L L e

..’ not.:contain.a: program comparable ‘

;: ‘£o Title II ofvHRZ3: ) i
III. TITLE XX BLOCK GRANT EXPANSION ‘ “'acf5_ﬂshw Soredip o mnanow

Authorizes new, earmarked funds - (1 ‘). FUNDING : CHANGE: " fu?'
under Social Security Act Titléfxx - ‘Authorizeé -new, “earmarked -
Block Grant for child care: $200 “o.Title XX Block Grant funds
‘million in 1990, $350 million in << -for.child:- caré’ “of $400-450 -
1991, & $400 million in each off'¢s' million eéach -year" “over: il VT
1992, 1993, & 1994, over current ' ..-‘current levels: :Tw G.laii
Title XX levels; .

Total, 5-year, $250- 500

5-year total outlay cost: $1.55 mllllon inCrease:above ..U
BILLION (same as Ways & Means ' Stenkolm-Shaw 5=year. total
prov151ons), : would be paid for by part

T e OlE i : of $1.1'BILLION. revenue® U
(Title III grants in Ed & Labor -1‘sav1ngs from 'DCTC/FCA- '¢aps
HR 3 5-year outlay cost: $2.526 “(these savings were not re-
BILLION, based on FY 90 auth. of allocatedvlnsorlglnal T
$610 million & "such sums" there- Stenholm-Shaw amendment) =

after.) "-%??J~ﬁ‘ U B

Funds to be used to address _

deficiencies in availability &
.quality, establish liability'

pools, expand promotion of health
- & safety, improve quality, meet #

State & local standards, provide- .z sg

before- & after-school care,

provide certificates (vouchers) ;

Funds can not be used to displace:: f“lsf“,‘ 3L SOt i
any state or federal funds al- crd Lmd woleptageading a0 e

,Page ‘_.;;:;‘- .‘_'2



. Oct. ‘5, 1989
) Stenholm-Shaw Substltute
for HR 3,4Ed &: Labor/Ways &. Means)
Chlld Care prov1s1ons ‘included
in’ HR 3299 (Recon0111atlon)

PROPOSAL
.. £or, NEW PROVISIONS, Of.

1990 B1part1san ChlldNCare Bill

ready allocatedvtouoh}}dmgare;

States must file plans in advance
to qualify & file year-end reports
showing how funds were used to
meet the above goals;.. .
Entities eligible to-receive funds
include public & private, e
for-profit & nonprofit entities. mﬁ

(No HR 3-type Model Standards -’
issued by a National Advisory ;..
Committee.) 23

(No mandates, other than requlre-.
ments of essential accountability, -
such as those described above. )
In contrast, HR 3 contains
extensive mandates.to States
regarding, licensing, regulation,
standards, training, enforcement,
ect.; 1 study found 183 separate e
mandates in HR 3. ) Tl

Sense of Congress that use of T
certificates by parents for "
sectarian child care is :
Constitutional (restatement of
current law. & recognition of some
States’ current uses of Title XX
funds). - o

SriEt

'(Title III of Ed & Labor HR 3 bars
direct payments to parents &/or
certificates; sectarian activity
by rec1p1ents is expressly pro-
h1b1ted ), et

DA & B

(Ways & Means Title III/Title XX,
provisions are silent on certlfl—"k
cates & religion.) ,

T

CeTEE g ce i R Y
COTEE M 5 e

b Paggzjhﬁ 3

12.4 CERTIFICATES (VOUCHERS)
Requlrement + Incentlves.
Adopt Senate—passed amendment
requlrlng that states funnellng

-grant. funds. directly to day
care prov1ders alsowmake cer-
“tificates avallableato parents
that parents may" choose to use
toward obtaining sectarian care;.

Allow fundS"to'og4ﬁsed“for
costs of settlng up.certificate
system; alow suff1c1ent lead time

~for adoptlng &, 1mplement1ng such a
“syst : -

RELIGIQUSQTENETS'

TSlmwlar to; Senate-passed

amendment clarlfylng that
sectarlan organlzatlons may
require their employees to
adhere..to. thelrsrellglous .
teachlngs & tenets, including -
rules forblddlng -‘use of .drugs



g o¢t .5, 1989
. Stenholm-Shaw Substltute o
for HR 3 (Ed & Labor/Ways & Means)
Cchila Care prov151ons 1nc1uded

e P R 0P O SA .
’“for "NEW PROVISIONS of’

1990 B1partlsan Child Care Blil

(changes/addltlons to

£

- .in. HR- 3299‘(Reconc111atlon) R — .0ct 5" amendment)- e

- IV. COORDINATING ACTIVITIES <7

No provisions.

(5-year outlay cost of Title TV~-
of Ed & Labor HR 3. provisions:
$1.083 BILLION, based on FY 90 °

auth. of $260 mllllon & "such sums" e

thereafter. Besides addressing
(through mandates & regulations)
"infrastructure" & enforcement,

HR 3 mandates that States create I

38,000 local child development
counc1ls to prepare "needs & -
‘resource assessments".)

V. BUSINESS INVOLVEMENT

‘Matching grants for small busi- %
nesses (& consortia of small
businesses) to encourage
“involviment ‘in’ “meeting.- employee
' child care needs; authorlzes
, $25 million: per year =3
~rt‘~out1ay'cost. $100 m1

B

’ (Same costas Ed" &’ Labor HR 3, 4=
-“'which made a;l sizes:of" bu51nesses
o ellglble ) et -i# 1f LA

o o- - . . e ey Loty
MU Syl L IS G RORENURITIRING S & S0

VI. INCENTIVE GRANTS'YZ

i

‘No prov151on“".: A
(5-year cost- of”
Title VI grants for States to use-

lations towards national models:

$310. mllllon;-baseduon .FY:90 auth.

of $75" mllllon" ’"such sums"
_,thereafter, 51m11ar to S 5 )

3

. “y - . .
P RN }J P&

_VII.,EARNED INCOHE TAX CREDIT EXPANSION

ST Son L EY

I Ratés &ﬁphase-polnts game-as |

Page” '

‘:z'No--change.

“Ways"~ & Means HR 3 ”“ﬁ'

to improve their standards & regu- -

L
g,

I N T e —~d E ) )
“or ‘alcohol. - -~ {

(1.) SUPPLEMENTAL SUPER-

4



Oct.

1989‘

for-HR 3 (Ed & Labor/Ways & Means)

child, Care~prov151ons 1nc1uded
1n HRA3299w(Reconc111atlon)

PR.O PO SA'L
for. NEW; PROVISIONS0f -
§1990 BipartisaniChild ‘Care Blll
‘(changesifadditions: to -
- 5+ :0Ct.5r-amendment)

;,‘t,

- F g

[

oo Ways - & Means ' prov1s1onsd
graph) : ERCTRStae

(see

DRI

. an T Y,
e Y
At

Zevt
AR

BN

Count welfare as parent-provided
support for purposes of EITC
eligibility (same as Ways & Means
(allows more working welfare
families to qualify for EITC);

Repeal disregard of EITC income
in determining AFDC eligibility
(disregard has been in effect

since 10/1/89) (repealing disre-

gard would again treat EITC like-
other cash income & reduce AFDC);

. (No provision like Ways & Means,
extending EITC disregard to
determining eligibility for other

b

fTODDLERJTAX;CREDIT’

In addltlon to Ways & Means
.-EITC:.increases;r provide a
refundable tax credit of up to
$400 for each child under age
one, available-to:families not :
using the DCTC. )

BRI\ 11_” LA K S

que51des helplng stay—at-home
. parents,. this. credit; would:
provide greater flex1b111ty to
;. parents who: qualify :for,but
prefer not to. .claim;  the DCTC;
- use: multiple. providers. in: more

L 1nforma1 arrangements (e.g.,

several family: members),. etc.

e ,,, "\

_~Paid:for: by part of"$1 1
BILLION.revenue. sav1ngs from
DCTC/FCA caps« . ORI

i, ~(Currently,: to. elaim:DCTC," a
. :taxpayer must:~ . identify the

’ prov1der to the IRS:y(-includ-
ing SSN); be able to document
expenses; maintain records; &
'in a 2-parent household, both
must work; the DCTC is 30%
of expenses, up to $2,400 in
expenses ($720 maximum credit)
for each of up to 2 children.)

)i

- (2.) DELETE STENHOLM~SHAW
REPEAL OF EITC/AFDC
DISREGARD: Would treat.

EITC more like child care -

benefit than cash income; EITC

" income would not change AFDC

eligibility (preserve current
law).

(3.) ADOPT WAYS & MEANS EITC/
WELFARE DISREGARD:
Consistent with current

law

L5



Oct. 5, 1989 P ROPOSAL
Stenholm-Shaw Sgbstltute ~-for. NEW.-PROVISIONS of ~
for  HR 3:(Ed &. Labor/Ways ‘& Means) ﬁ1990 Blpartlsan ‘Child -Care BllI
Child Care provisions::included (changes/addltlons to- '
in HR .3299 (Reconciliation) ,x44,0ct ~5.amendment)q:i:
welfare benefits),isimilar to - treatment 6f EITC:relative'to
AFDC provision in effect 10/1/89. AFDC ellglblllty. T

-Status’ quo. counts EITC income
againStnwelfare‘eiigibilify.)
BT - - SR !.-_r'§- e

. \‘.‘ . % .. ,_. coon e

VIII. OTHER TAX PROVISIONS L

'_,”.?.. il

Cap ellglblllty for Dependent Care No change.
+Tax Credit: at .$90;000 .incone;
begln phase-down at $70 000,

‘»! (LY A

Cap e11g1b111ty for Flex1ble
Spéhdlng Account - (FCA). Child Care
(a:k.a.:Dependent: Care Assistance
Program;.or DCAPS) at $90,000
income;" begin, phase-down:at $70,000;

Offsetting revenueés generated by
DCTC/FCA(DCAPs)::changes: . '$1.1
BILLION, 1991-94;- ..7°%. 5.

:Exclude: income. earned. providing No change.
¢hild care. from: Soc1al Security .
earnlngs test. R SN A

o February 28, 1990
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AMOUNT OF EARNED INCOME TAX CREDIT ()

b

N
3

'?

500 -

// 2% $\,646

- e 81,002

Zo PHASE -IN RATE
MAXIMUM CREDNYVT

la-@—-—-

z zz 25%e

2_77., #1923 L)c/ 17.257

//——-—"'\ \

25% 431,789 IWG\

|6,Q$ Po

107

7» PHASE—OUT RATE

o !

COMPARISON oOF .
COURRENT Law ENTC
(EsTs. FOrR \997)

WITH HR 3299
ELTc PROPOSALS*

CORREWNT EATC

RR 3299 E.ATC
 FoR. 1,2,0R 3

School AGE

CHALYREN

=T HR 3299 jTC

' For 1,202 3

PREScooL. AGE
CHILDREN

(670 suPPEMEST)

P THE ErTC RATES AnD PUASE -
POINTS IN THE STENRSUMN-SHAW
ANENDMENT WERE THE SAME
A5 TWE DowneyfWANS & MEANS

PLOVISIONS |N THE BILL AS
n‘-”n’r&o. 1

M B -8
16,000 15,000
w290 -

71457

EARNA\NGS

- -.200,;000

or AGL (&)

v

25,000 30,000



Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

» Subject/Title of Document

Restriction

08. List
copies] (6 pp.)

' Members of Congress Positions on Child Care Legislation [2 .d. : yg

Collection:

Bush Presidential Records
Chief of Staff, White House Office of
Sununu, John, Files

Record Group:
Office:

Series:
Subseries: Issues Files
WHORM Cat.:

File Location: Child Care 1990 (1 of 2) [1]

- Open on Explration of PRA
(Document Follows)

By %_(NLGB) on [0/28/05

Date Closed: . 12/17/2004

OA/ID Number: 29142-009

FOIA/SYS Case #:
Re-review Gase #: -
P-2/P-5 Review Case #:

1998-0004-F[1]
2005-0426-S

Appeal Case #:
Appeal Disposition:
Disposition Date:

AR Case #:
AR Disposition:
AR Disposition Date:

MR Case #: .
MR Disposition:
MR Disposition Date:

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

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA] .

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his. advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

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

O O N T S 9

LPRM. Removed as a personal record misfile

RESTRICTION CODES

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

(b)(1) National security classified information [(b)(1) of the FOIA]

. (b)(2) Release would disclose internal personnel rules and practices of an

agency [(b)(2) of the FOJA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

-(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

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

(b)(8) Release would disclose information concerning the regulation of

"il'mancial institutions [(b)(8) of the FOIA]
2 (b)(9) Release would disclose geological or geophysical-information
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DEMOCRATIC PROSPECTS

Democrats Voting "YES" on Stenholm/Shaw I

Q'§0 &M

(36)

Barnard
Bennett
Bevill
Browder
Byron
Darden
Derrick
English
Erdreich
Flippo
Hall, R.
Harris

Hatcher
Hubbard
Huckaby
Hughes
Hutto
Lancaster
Leath
Lloyd
McCurdy
Montgomery
Parker
Patterson

Democrats Voting "PRESENT" (1)

Kaptur

Democrats "NOT VOTING"™ (5)

~Eleric*
Sareiat
Scheuer
Traxler
Yatron

*No longer Members

Additional Democratic Targets (43)
3 Andrews % Guarini
3 Bates 3Geren
3 Bosco | | Gordon
A Bustamante J Hamilton
3 Campbell, B. | Hayes, J.
3 Carper 3 Jones, B.
3 Chapman A LaFalce
Clarke | Lancaster
{ Clement 3 Laughlin
3 Coleman 2 Lipinski
Condit *Mazzoli
dCooper 3 Mollohan
I Costello 3 Natcher
Donnelly 3 Neal
3~3Dyson & Nowak
' A Obey

Payne, L.F.
Penny

‘Ray

Rowland
Sarpalius

.Skelton

Slattery
Stallings
Stenholm
Tauzin
Thomas, L.
Watkins

40lin
3Bortiz
3 Pickett
3 Roe ‘

- ‘ARose
3 Russo
& Sisisky
% Slaughter
2 Smith, N.
ATallon
2 Tanner

2 Valentine -

LA Wilson

| Fok
5 AqQALNST
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1. Possible GOP Losses Due to High Cost:
Archer
Armey
Ballenger
Barton
Bliley
Bunning
Burton
Combest
Cox.
Craig
Crane
.. Dannemeyer
i DeLay
' Dickinson
Dornan
Douglas _
. Dreier ' \
Edwards -
Fields \
Frenzel
Hiler
Holloway
Hopkins
Hunter
Ireland
Kyl
Lewis, J.
- LAVINGSEON. o cn D e,
~ McCandless S
McCollum
McEwen
McMillan
Marlenee
Meyers, Jan
Packard
Rohrabacher :
Sensenbrenner /
* Shuster , /.
Smith, D. /
Slaughter

' Solomon '
Stump = - .

Walksf;\_/// ) ' , - -
. // ) ) N . -
- . =7 : . R ’ . {




GOP Losses Due to Mandatory Vouchers/Stron

Pom Tl - ARl

dHBentley

__ohGreenx*
qfHor toin
NUWJohnson#*

Kasich—

CQ‘!::B:

af McDade
NtMcGrath
eAMartin, L.

NCMiller, J.*
§WMorella

s AN
¢k Rowlan 5
WRoukema

*Voted for Stenholm/Shaw I. All the others voted against
Stenholm/Shaw.

e

io
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DEMOCRATIC PROSPECTS

Democrats Voting "VES" on Stenholm/Shaw I (36)

0lin
Oortiz
Pickett
Rose
Sisisky
Slaughter
Tallon
Tanner
Valentine
Wilson

Barnard Hatcher Payne, L.F.
Bennett. Hubbard Penny
Bevill Huckaby . Ray
Browder Hughes Rowland
Byron Hutto Sarpalius
Darden Lancaster Skelton
Derrick Leath Slattery
English Lloyd Stallings
Erdreich McCurdy Stenholm
Flippo Montgomery Tauzin
Hall, R. Parker Thomas, L.
Harris Patterson Watkins
Democrats Voting "PRESENT" (1)

Kaptur

Democrats "NOT VOTING" (5)

FIerto*

Larcias

Scheuer

Traxler

¢+ Yatron

Additional Democratic Targets (38)

Andrews Guarini

Bates Geren

Bosco Gordon

Bustamante Hayes, J.

Campbell, B. Jones, B.

Carper LaFalce

Chapman Lancaster

Clarke Laughlin

Clement Mazzoli

Condit

Cooper Mollohan

Costello Neal

Lesien Nowak

Obey

Dyson

*No longer Members

v
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l. Possible GOP Losses Due to High Coét:

Armey
Ballenger
Barton
Bliley
Bunning
Burton
Combest
Cox

Craig
Crane
Dannemeyer
DeLay
Dickinson
Dornan.
Douglas
Dreier

~ Edwards

- Fields__
Hiler
Holloway
Hopkins:
Hunter
Ireland
Kyl
Lewis, J.
Livingston
McCandless
McCollum
McEwen
McMillan
Marlenee
Meyers, Jan
Packard
Rohrabacher
Sensenbrenner
Shuster
Smith, D.
Slaughter
Solomon
Stump
Walker
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2. Possible GOP Losses Due to Mandatory Vouchers/Strong Religion

® Bentley ™~
¢ Boehlert *
Campbell* :
Coleman
@ Conte
| Davis
| Fish
| #»Gilman
Goodling#*
Green*
Horton *
Johnson#*
Kasich
Leach *
McDade
McGrath
Machtley
Martin, L.
Miller, J.*
Morella
¢ Ridge *
Rowland *
Roukema
°*Saiki
Schneider
Shays
Smith, P.
Snowe

+

&

x ¥AAx ¥4

*Voted for Stenholm/Shaw I. All the others voted against
Stenholm/Shaw.



Side-by-Side Comparison of
Stenholm-Shaw and Probable Democrat Child Care Bills
March 21, 1990

5-Year Cost ($bil)
Provision Stenholm-Shaw Democrat
Major Provisions and Estimated Costs

Head Start $3.2 2%

New school-based
grant program - 2%

Title XX day care

grants 2.2 . 2.9
Earned Income Tax Credit 15.0 18.4
Day care infrastructure

development - 1.5%
Business incentive grant .1 .1
Reduce Dependent Care

Tax Credit ($70-90,000) 1.2 . ' 1.2

Total (direct spending, net) $16.0 21%*

Total (including

authorizations, net) $19.3 27%

Parent-Choice and Religious Provisions

Mandatory vouchers yes: ? (unlikely)

Vouchers can be used in yes ?
facilities providing
religious activities

Religious providers can yes ? (unlikely)
require employees to

" adhere to their religious
tenets and teachings

*Estimate based on best available information.



Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

Subject/Title of Document

Restriction

09. Note

Handwritten notes on childcare legislation (1 pp.) .d. ) - }}fSI

Collection:

Bush Presidential Records
Chief of Staff, White House Office of
Sununu, John, Fil‘es

Record Group:
Office:

Series:
Subseries: Issues Files
WHORM Cat.:

File Location: Child Care 1990 (1 of 2) [1]

Open on Expiration of PRA
(Document Follows)

B —,gﬁZ;(NLGB) on lo/28/05

Date Closed: 12/17/2004

OA/ID Number: - 29142-009

FOIA/SYS Case #:
Re-review Case #: =
P-2/P-5 Review Case #:

1998-0004-F[1]
2005-0426-S

Appeal Case #:
Appeal Disposition:
Disposition Date:

AR Case #:
AR Disposition:
AR Disposition Date:

MR Case #:

-| MR Disposition:

MR Disposition Date:

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

P-1 National Security Classified Information [(a)(1) of the PRA] -
P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]
P-3 Release would violate a Federal statute [(a)(3) of the PRA]

financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in dbnor’s deed of
gift.

el

ﬂMJemoxedmpe:shﬁaLtemWnisﬁle

P-4 Release would disclose trade secrets or confidential commercial or-

RESTRICTION CODES

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

(b)(1) National security classified information [(b)(1) of the FOIA]

(b)(2) Release would disclose internal personnel rules and practlces of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

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

" (b)(7) Release would disclose information compiled for law enforcement

purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulatlon of
., financial institutions [(b)(8) of the FOIA]

*.(b)(9) Relesse would disclose geological or geophysical information:+
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(George Bush Library)
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Subject/Title of bocument

Date Restriction

and Type

10. Paper Analyéis of Stenholm-Shaw II (5 pp.)

3/16/90 }/5

Collection:

Bush Presidential Records
Chief of Staff, White House Office of
Sununu, John, Files

Record Group:
Office:

Series:
Subseries: Issues Files
WHORM Cat.:

File Location: Child Care 1990 (i of2) [1]

Open on Explration of PRA
(Document Follows)

By gﬁ (NLGB) on J0/25/0s

Date Closed: 12/17/2004

OA/ID Number: 29142-009

FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:

1998-0004-F[1]
2005:0426-S .

. IAppeal Case #:

Appeal Dlsposmon
Disposition Date:

AR Case #:
AR Disposition:
AR Disposition Date:

MR Case #:
MR Disposition:
MR Disposition Date:

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

P-1 National Security Classified Information [(a)(1) of the PRA|

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade.secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy {(a)(6) of the PRA]

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

e

LPRM._Removed_as.a personal record misfile

RESTRICTION CODES

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

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

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

(b)(7) Release would disclose information compiled for Iaw enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)) Release would-disclose geological or geophysical information
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B3-19-98 B839:25 : . naz2

March 16, 1990

STENHOLM-SHAW II: ANALYSIS*

TYotal Costs: F¥s 91-95 (detail on outlays and revenue effects
attached) '

© Gross expenditures approximate WsaMm 2,22 proposal, adjusted
to slip effective date one year and reauthorize expiring
ptograms, ' :

© Expenditures net of offsets total $18,9 billion,

Title I: Head Start

© New grant within Head Start, 50 percent of which can be
used for child care. (The remainder is for regular Head Start,
No eligibility expansion,)

o &pecifically designed not to reauthorize Head Start so
that there can be a subsequent reauthorization bill this year.

o BA ie $B00 million in PY91 and such sums in FYs 91-95 v,

.first year funding of %438 in H.R.3 and waM 2722 and $500 million

in 3/14 draft counter offer.

. © Authorigation for appropriations under new grant in each
of FYs 91-95 ir contingent upon regular Head Start appropriations
being increased by at least the increase in the CPI over the
previous year. :

o Also éontains authorization for a 20 year longitudinal
study of Head Start, with a separate authorization of $2 million
2 year in FYs 1992-2011.

Title II: Schypol Based

0 No separate provision,
o Beforec. and after-~school care specifically mentioned as

allowable under Title XX expansion. Schools specifically
mentioned as eligible providers.

*Reflects intent, not necessarily bill laanguage,



B3,19-98 @9: 26 : ' : _ 883

EITC

—

© Samc ag Downey provisions plus a new supplemental EITC

-infant credit (children under age y for infants whose parents
do not claim the DOTC for the infants. ' :

© Infant credit is four percent per child in TY¥s 92-93 and
8ix percent thereafter,

© %500 million five year cost estimate is from Stenholm’s
staff and reportedly is much lower than JCT is likely the
estimate. B ~ _

0 Downey (and Treasury) will criticize the infant credit for
adding complexity to the tax code. (Treasury also i& concerned
about ability to monitor compliance.,)

Title XX ExeagsiOn

@ $450 million a year expansion earmarked for child care,

© Mandatory certificates, with States given one year to
implement.

—-— NGA indicates that this is likely to be the only
Federal mandate in any bill considered on the floor and that it
will be a major issue, (They do not consider mandates for
State-set standards to be mandates.)

-— NGA also indicates that no State has a voucher system
in place State-wide, and that establishing systems would be
costly and time congsuming (more than one year).

i

© Additiomal religious language is included,

-— "Parental right of choice -- any parent who receives a
child care cerkificate under this bill may use such certificate
with any child care provider, including those providers which
have religious activities, if such provider is freely chosen by

the parent from among the available alternatives,"” (No prior

- model.)

- "Rights of religious providers" to require employees to
adhere to the religious tenets of their organization (similar te
successful Coats floor amendment to §.5). .

Title IV: 1Infrastructure and Coordination

@  No sepprate provision,

© Infrastructure and coordination activities allowed under
Title XX.



§3/19./99 99126 : ' Bo4

Title V: Business Involvement

© H.R.3'g business grant, limited {o small businesses or
consortia of small businesses (50 or fewer employees).

o $25 million a year for F¥s 91-95.

Title VI: State Standards Incentive Improvement Grants

© No sepirate provision.

o Standargds improvement activities allowed under the Title
XX, and annual reports required on activities undertaken by Gtate
to improve stindards.

Other Provisi@ns

0 Phase-gut of DCTC/DCAPE between $70,000 and $90,000 of AGI
(not indexed),

0o Disregard of child care earnlngs from Social uecurlty

.earnings test,
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83719-98

STENHOLM-SHAW II -— OUTLAYS AND REVENUE EFFECTS
ESTIMATED USING CBO ASSUMPTICNS

1981 1992 1963 1994 1985 1991-95

Title I

Head Start a/ . 270 571 630 651 674 2,796

Head Start Study * * * * * *
Title I :

School Based a. -0 0 0 0 0
Title III ' '

EITC: Downey Provisions b/ - 4100 4,300 4,700 5,000 14,400

EITC: Supplement <1 yr. c/ _ 5S040

Title XX 4128 450 4590 45D 450 2,228
Title IV :

Infrastructure ' , 0 0 0 1 0 0

Grants
Title V '

Small Business Grants 5 ry 26 25 25 , 108
Subtotal 20,042
Offset' d/ ‘

DCAP & Sec.l129 Phase-Out - ¥ -3Q0 -390 -400 -1,100
Total 18,542

NOTE: 1989 JCT estimates and CMB projections of 13989 CBO estimates were used,

except as noted below. (Detail may not add to total because of rounding.)

a/ 1989 spendout rates for Title I of H.R.3 were used. CBO indicates the
rates probably will be higher when updated.

b/ 3/12/90 JCT estimates.

€/ B6 year-by-year estimate available. Total is from Stenholm-Shaw materials
and particularly significantly understated.

d/ 1989 JCT estimates slipped a year. An updaced estimate would probably
show sl1ghtly higher revenue gains.

* Revenue gain or loss of less than $50 aillion.
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B3-19-90

3/14 COUNTER OFFER -~ OUTLAYS AKD REVENUE EFFECTS
ESTIMATED USING CBO ASSUMETIONS

1991 1942 1393 1934 14995 1931-95

Title I ' _
Head Start a/ 225 468 500 500 5¢0 2,193
Head Start Study » * * * * *
Title IT
School Based 0 0 0 0 0 Q
Title III
EITC b/ - 400 4,400 4,700 4,900 14,4390
Title XX 428 450 450 450 450 2,228
Title IV )
Infrastructure 1] )] Q 0 0 0
Grants
Title ¥ X
Small Business Grants 5 27 25 25 25 108

Child Care Earnings Excluded
in Social Security Earnings

Test * % * » * *
Subtotal 660 1,346 5,378 5,877 5,877 18,939
Offset: ¢/

DCAP & Sec.l129 Phase-Out -= * -300 -3100 -400 -1,100
Total | 0.7 1.2 5.1 5.4 5.5 17.8

NOTE: 1989 JCT estimates and OMB projections of 198§ CBO estimates were used,

except as noted below. (Detail may not add to total because of rounding.)

a/ 1989 spendout rates for Title I of H.R.3 were used. CBO indicates the
rates probably will be higher when updated.

b/ 3,/12/80 JCT estimates.

C/ 1989 JCT estimates slipped a year. an updated estimate would probably
show slightly higher revenue gains.

* Ravenue aain or loss of less than $50 million.
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. The National Research Council was organized by the National Academy of Sciences in 1916 in order to provide for a broader
" participation by American scientists and engineers in the work of the Academy. The Academy way chartered by the U.S. Congress in
1863 as a private organization with a responsibility for examining questions of science and technology at the request of the

Federal Government. The National Academy of Engineering wes organized in 1964 under the original NAS charter. The National

" Research Council now serves as the agent of both Academies in the conduct of studies and investigations in the public interest,

210)1 CONSTITUTION AVENUE, N.W., WASHINGTON, D.C, 20418 AREA CODE 202 384-2000
Date: March 13, 1990

Contact: Mary Jane Gallagher, (202) §59-1606
or Gail Porter, (202) 334-2138

EXPERT PANEL DECRIES LACK OF AFFORDABLE, QUALITY CHILD CARE

WASHINGTON -- Based on a detailed reviesw of the available research on the
subject, an expert panel of the National Research Council has recommended* major
changes to improve the quality, affordability, and accessibility of c¢hild care in the
United Staftes.

In particular, it called for substantial {neresses in public funding for
subsidies to support low-income families' use of quality child care, expansion of
Head Start and other compensatory preschool proérams, and strengthening of the
infrastructure of the child-care system through expanded resource and referral
services and other programs. The panel also propessd that national standards be
developed to improve the quality of c¢hild care and, bacause of the importance of
establishing strong relationships between parants and children in the early months of
life, that employers provide parents of infants with the option of unpaid, job-
protected leave.

At a news conference here today, panel members stressad the importance of
quality care iﬁ promoting the healthy physical and psychological development of
children. Acknowledging that "no single stratag& can address the needs of all
children and all parents,” the panel called on federal, state, and local governments

(MORE)

*The panel's report, Who Cares for America's Children? Child Care Policy for

the 1990s, will be available in late April from the National Academy Press at the
mailing .address in the letterhead; telephone (202) 334-3313 or 1-800-624-6242. The
publications sales office is located at 2001 Wisconsin Ave., N.W,, Harris Building,

room 384, Reporters only may obtain pre-publication coples from the Office of News
amd Puhlis Tefnrmation alen 2+ tha larrarhasd addrass.
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to take steps to better protect the health and development of the large numbers of
children who currently receive poor-quality catre.

As a starting polnt, it urged that governments spend an additional §5
billion to $10 billion annually to develop a more coherent chiid care system that
preserves parental choice and serves all families, aespecially those with low incomes.
Such a system also will require "sustained, coordinated commitment by policy makers,
service providers, employers, and paresnts,” it sald. Currently, approximately $16
billion i{s spent annually on child care in tha United Statas by governments, parents,
and other private sources.

"Child care must ba viewed as an investment in the heslth and development
of children in America, the well-baing of all American families, and the future
productivity of the American work force,” said panel chair John L. Palmer, dean of
Maxwell School of Citizenship and Public Affairs at Syracuse University,

The two-year study by the 19-member Research Council panel was requested
and funded by the U.S. Department of Health and Human Services, the Ford Foundation,
and tha Foundation for Child Development. The Research Council is the principal

operating agency of the National Academies of Sciences and Engineering.

The current "fragmented array of consumer, proyider. and infrastructure
policias and progzams; serve some but far from all of the families who need out-of-
home child cara. In 1972, according to the report, 80 percent of federal child-care
dollars were targeted at low-income families through provider subsidies. ﬁy the late
19805, low-income families benefited from less than 30 percent of federal assistance
for child care, primarily through the Social Sexvices Block Crant Program and Head
Start,

The panel recommended that federal programs be targeted to better meet the
child-care needs of poor familiss. Specifically, it urged expanding subsidies to

low-income families to enhance their choices and ability to pay for the services and

(MOREN
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arrangements that best meet their needs and expanding Head Start and other
compensatory preschool programs to allow participation by all income-eligible 3- and

4-year-oldas who are at risk of early school faillura.

In addition, to benefit families of all incomes, the panel recommendad
providing subsidies to states and communities to expand referral services, improve
caregiver training and wage;. expand vendor-voucher.prOgrams. and improve planning
and coordination.

Even with an impressive record of success, Head Start currently serves less
thah 20 percent of the income-eligible population and, as a part-time program, it is
not responsive to the schedulss and child-care needs of working parents, states the
pgnél's reporc.' It calls for integrating Head Start programs with full-time child
cara to allow greater participation by children whose parents work.

"The urgent needs of low-income populations means that our immediate
efforts wust concentrate on quality child care for the most disadvantaged children,”
said Palmer. “We hope that in the near term, howavar, sufficient public resources

can be committed to advance care to gll families in need.®

Research cited by the panel shows that the establishment of strong
relationships between parents and children in the early months of life has

significant fmplications for children's later development. Morecover, the panel

commented that the arrival of a baby often causes particularly high levels of stress

and disruptions for working families, which may affect the quality of parent/child
relationshipa, 1In addition, it found that quality out-of-home infant care is more
expensive than care for older children and more difficult to find.

Therafore, as a complement to its other proposals, the panel recommended
that the federal government "mandate that employers ensure unpaid, job-protected
leave, with continued health benefits, for up to one year for all parants who prefer

to remain at home following the [birth or adoption) of a new baby."

(MORE)
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In their transmittal letter to Secretary of Health and Human Services Louis
Sullivan, Frank Press, chairman of the Research Council, and Robert McC. Adanms,
chairman of the Research Council's Commission on Behavioral and Social Sctences and
Education, supported the statement in Palmer’'s preface to the report that decisions
about parental leave and other major public and private child-cars policies “"must
reflect differing value orientations as much as the weight of scientific evidence and
analysis." Press and Adams also noted that parental leave needs to be considered in
the context of "the very real burdens to individual firms, to the nature of hiring
decisions, and to the economy at large that uniform federal mandating of such leave
would entail and how they would be allocated."

Parental leave policies have been implemented in many European countries as
a means of preserving parental choice and ensuring quality care for young children.
Under current conditions in the United Statas, the panel said, "some parents are
forced to make choices they should not have to make,"

NATIONAL STANDARDS TO IMPROVE QUALZITY

"With the elimination of the Federal Interagency Day Care Requtréments in
1982, the states became the sole authority -for eatablishing quality and safety
standards or regulations and enforcing them," the panel said. However, it found
tth state regulations "vary dramatically," with few reflecting existing knowledge
about the dimensions of quality that are essential to p;otﬁct children's health and
safaty and to stimulate children's social and cognitive development,

In addition to measures such as ralsing the wages of child-care workers and
expanding vendor-voucher programs, the panel said that national standacds -- while
not a guarantee of good care -- are a "naecassary condition" for achieving quality
care. To develop the standards, the federal government ghould establish "a national-
lavel task force" to bring togethar representatives of the states, the relevant
professional organizations, service providers, and appropriate federal agencies."

The new standards could then ba uged by individual states as guides for improving

v

(MORE)
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their current child-care regulations,

Thae ianal said current research results make it possible to specify
"reasonable ranges" for standards on staff/child ratios, group sizes, caregiver
qualifications, and physical space and facilities. For example, children between
the ages of 0-2 should have a staff/child ratio no larger than 1 to 4, while 4- and
5.year-olds should have a ratio no greater than 1 to 10. Acceptable ranges for group
sizes vary from a maximum of 6 to 8 children during the first year of life cto a
maximum of 16 to 20 children for 4- and S5-year-olds.

Some of the panal's major recommendations as noted above would require
actions by federal, stace, and local policymakers to enact new legislation or diract
the agencies under their jurisdiction to undertake new 1nitiativ;s. Others would
require the continuation or intensification of public- and private-sector efforts
already under way.

According to the report, current demographic surveys suggest that, by the
yaar 2000, approximately 80 percent of school-age children and 70 percent of
preschoolers will have mothers who atve working or looking for work outside their

homes .

Other members of the Panel on Child Care Policy included: J. Lawrence
Aber, department of psychology, Barnard College, Naw York City; Robert Beck, Bank of
America, San Feancisco; Barbara Bowman, Erikson Institute, Chicago; Andrew Cherlin,
department of socioclogy, Johns Hopkins University, Baltimore; Judith F. Dunn,
department of individual and family studies, Pennsylvania State University,
University Park; Robert Levine, Graduate School of Education, Harvard University,
Cambridge, Mass., Elsanor E. Maccoby, department of psychology, Stanford University,
Stanford, Calif,; Ruth Massings, Casey Family Foundation, Seattle; Rebecca A.
Maymard, Msthematica Policy Research Ine,, Princeton, N.J.; Richard Nelson, School of
International and Public Affairs, Columbia University, New York City; Harriet
Presser, department of sociology, University of Maryland, College Park; June S. Sale,
University of California at Los Angelas Child Care Services; Anne R. Sanford, Chapel
Hill Training Outreach Project, Chapel Hill, N.C.; Jack P. Shonkoff, deparcmenc of
pediatrics, University of Massachugetts Hedical School, Worcester; Eugene Smolensky,
Graduate School of Public Poliey, University of Cslifornia Berkeley; Albert J,
Solnit, Child Study Center, Yale University, New Haven, Coun.; Margaret B. Spencer,
division of educational studies, Emory Unversity, Atlanta; and John J. Sweeney,
Service Employees International Union, AFL-CIO and CLC, Washington, D.C.

Cheryl D. Hayes, John L. Pelmer, and Martha J. Zaslovw edited the panel's
report. lauria R. Garduqus is acting study director of the panel'’s parent committee.
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