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Details of the Budget Reconciliation Bill and specifics on Medicaid, welfare and other programs are still filtering in.  This
Washington Watch is meant to give you a quick update on key issues.  We will provide more detailed analyses as the
actual bill language becomes available.

Where Are We in the Budget Process?
Sunday night the President and Congressional Republicans
reached an agreement that reopened the federal
government.  This is only a temporary agreement; it funds
the government until December 15.  The big battle is yet
to come.
Sunday’s agreement commits the President and Congress
to enact legislation to achieve a balanced budget by the
year 2002.  However, it states that “the balanced budget
must protect future generations, ensure Medicare
solvency, reform welfare, and provide adequate funding for
Medicaid, education, agriculture, national defense,
veterans, and the environment.”  The budget would also
“adopt tax policies to help working families and to
stimulate future economic growth.”
Whether or not a budget is “balanced” is also subject to
projections of the state of the economy seven years from
now.  In a key compromise, the agreement allows the
Congressional Budget Office to determine whether a
budget would be balanced, but only after “consultation and
review” with the President’s Office of Management and
Budget and other experts.
The immediate crisis came over the status of the 13
appropriations bill that must pass to fund the federal
government each year.  The President has signed six of the
bills.  The defense bill has passed Congress and been sent

to the President for his signature.  The bills still in
Congress include the $61 billion bill to fund the Labor,
Health and Human Services and Education departments.
The Senate has yet to complete work on the bill;  the
White House opposes proposed cuts in education, job
training and health programs.
But the biggest fight will be over the reconciliation bill,
which contains the full seven-year plan to balance the
budget and restructure federal programs by changing
Medicare, Medicaid, welfare and taxes. The reconciliation
bill contains almost everything discussed in this Washington
Watch issue. The President has vowed to veto the bill,
which is expected to receive final Congressional approval
this week.
The next budget deadline may occur soon after New
Year’s.  The Congress has refused to raise the limit on the
national debt.  If the limit is not raised, the government
would eventually be forced to default on its debts, shaking
the world financial markets.   The Treasury Department
has so far avoided running afoul of the debt limit by
covering interest payments due on bonds by borrowing
from other government accounts.  It is expected that this
ploy may run out in the middle of January, perhaps forcing
the Congress and the President into an agreement on the
reconciliation bill at that time.

How the Earned Income Tax Credit and Child Tax Credit would affect Texas families
The Earned Income Tax Credit (EITC) is a refundable tax
credit created to help working poor Americans.  The EITC
offsets some or all of the income and payroll taxes that
low-income working families pay and can supplement a
worker’s low wages. The budget reconciliation bill would
reduce the tax credit by $32.5 billion over the next seven
years.  The bill would phase out the EITC more sharply for
families with incomes over $11,500, count Social Security
and child support payments as income, and eliminate the
credit for childless workers and undocumented workers.
The child tax credit would provide a credit against a
family’s federal income tax liability of up to $500 per child.

The credit would not be refundable.  This means that
children in families with income too low to owe federal
income tax would receive no credit.  Most of these families
pay other taxes, such as payroll taxes, federal excise taxes
and state sales taxes, but the child tax credit could not be
used to offset taxes other than income taxes.
The cuts in the Earned Income Tax Credit have been
portrayed in the media as not making any family worse off
than it would be under current law, once the new benefits
from the $500 child tax credit are considered.  This
portrayal is inaccurate.
In fact, many low-income families would be worse off
under the reconciliation bill than under current law.
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Families that would be hurt include:

• EITC recipients who also receive Social Security benefits
• Many families with three or more children
• Large numbers of families with child care costs
• Families with substantial health care costs
• Poor workers without children

Only half of the nation’s children would receive the full
$500 child tax credit contained in the reconciliation bill.
Children receiving no credit or only a partial credit are
primarily concentrated among low- and moderate-income
families who do not owe enough income tax per child.
Only 5 percent of children would receive less than a full
credit because they live in families with income too high to
qualify.

Welfare “Compromise” Produces a Package Far More Severe Than the Senate Bill
(Based on a preliminary analysis from the Center on Budget
and Policy Priorities, 11/16, more details to come)

As details emerge about the welfare provisions being
negotiated between the House and Senate, it is becoming
clear that the package will be much harsher than the
Senate welfare bill and in at least one area, more severe
than either the House or the Senate provisions.
The House welfare bill included $92 billion in cuts in
means-tested programs over seven years (excluding
Medicaid savings).  The Senate bill, while still exacting deep
reductions in key low-income programs, included cuts of
$65 billion.  It now appears the conference committee will
produce a bill that goes nearly two-thirds of the way
toward the House spending reductions, with cuts totaling
roughly $82 billion.
The $17 billion in additional cuts compared to the Senate
welfare bill result from deeper cuts in SSI benefits for
disabled children, food stamp benefits, and benefits for
legal immigrants.
The Administration recently released an analysis of the
likely effects of the House and Senate welfare bills on the
extent and depth of child poverty.  The analysis found the
Senate welfare bill would push 1.2 million children into
poverty while the House welfare bill would add 2.1 million
children to the ranks of the poor.  This means the welfare
bills would increase the severity of child poverty by one-
quarter to one-half.  As the welfare package crafted by the
conference committee moves toward the House package,
the extent of its impact on child poverty also will move in
the direction of the House bill.
While final details are not available, the following is a
summary of some of the key areas in which the conference
committee welfare package will be more severe than the
Senate-passed provisions.

Supplemental Security Income Benefits for
Disabled Children

The conference agreement sharply reduces federal
Supplemental Security Income benefits for large groups of
disabled low-income children.  The size of the cuts in the
conference agreement are reportedly close to those in the
House bill.  The House bill cut SSI benefits for disabled
children by $14.4 billion over seven years.  The Senate cut
these benefits $8.4 billion over seven years.  Under the
conference agreement:

• By 2002, only a small fraction of low-income disabled
children who would qualify for SSI under current law --
probably no more than 20 percent -- would continue to
qualify for full benefits.  The other 80 percent would
either have their benefits cut substantially or receive no
benefits at all.

• By 2002, more than 300,000 low-income children who
otherwise would qualify for SSI would be denied
benefits.  (This is a CBO estimate.)  The bill would
achieve this result by narrowing the types of disabilities
that would enable a child to qualify for SSI.

• In addition, SSI benefit levels would be reduced by 25
percent for the large majority of the children who
remain eligible for the program.  By 2002, roughly
750,000 children a year would be subject to the 25
percent cut.  This includes children with disabilities such
as cerebral palsy, Down syndrome, muscular dystrophy,
cystic fibrosis, or AIDS.

Food Stamps

The conference agreement contains deep cuts in food
stamp benefits.  Although CBO's official cost estimate has
not been released, it appears the conference package
reduces food stamp benefits by approximately $36 billion
over the next seven years.

• When fully implemented, these cuts would reduce food
stamp assistance approximately one-fifth. The bulk of
these cuts would come from across-the-board benefit
reductions that would affect all recipients, including
families with children, the working poor, the elderly, and
the disabled.

• The conference agreement also imposes a cap on food
stamp expenditures.  If expenditures threatened to
exceed the cap, additional across-the-board benefit
reductions -- on top of those in this legislation -- would
be instituted.

• The conference agreement repeals a provision of current
law scheduled to take effect shortly under which families
with children that pay over half their income for housing
will receive more food stamps to keep these families
from having to choose between paying the rent and
feeding their children adequately.

• The legislation also would limit food stamp benefits to
four months out of 12 for unemployed people between
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the ages of 18 and 50 who are willing to work but unable
to find jobs or a work program slot, unless they were
disabled or taking care of a child.  The legislation also
provides work program funding sufficient to provide
work slots for only a very small fraction of this
population.  Those unable to find employment or a work
slot, would remain ineligible for eight months.

Child Care and Cash Assistance for Families with
Children

• The conference report weakens an already-weak
"maintenance-of-effort" provision in the Senate bill.
Under the Senate bill, states would have been required
to maintain at least 80 percent of their 1994 expenditure
level for programs folded into the welfare block grant.
The conference agreement scales this back to 75
percent.

• Under the Senate bill, states were given the option of
requiring mothers with children under six to participate
in work programs for 20 hours a week rather than 35
hours a week.  The conference agreement appears to
eliminate this state option.  Mothers with very young
children would eventually be required to participate in
work programs for 35 hours each week.

• The Senate welfare bill included $3 billion in child care
funding, in addition to the funds included in the block
grant.  Under the Senate bill, states would have had to
draw down the $3 billion over five years.  The
Administration called for providing child care funding in
subsequent years as well.  The conference agreement
responded by stretching the same $3 billion over seven
years.

Child Protection

• Under the conference agreement, two child protection
block grants would be established.  Among the programs
to be included in a block grant, is the non-maintenance

payment portion of the IV-E foster care and adoption
program.  Under current law, this program funds the
services necessary to remove children from unsafe
homes, place them in appropriate settings, and recruit
and train foster parents and parents wishing to adopt.
While the Senate welfare bill retained this program as an
entitlement, the conference agreement will provide
states will block grant funds that will not adjust based on
changes in need.

Legal Immigrants

In some respects, the conference agreement would reduce
benefits for LEGAL immigrants in a manner more severe
than either the House or the Senate bills would have done.
For example, under both the House and Senate welfare
bills, poor legal immigrants aged 75 and over who have
been in the country at least five years would continue to
qualify for food stamps.
The conference agreement, however, drops the exemption
for those aged 75 and over and makes them ineligible for
food stamps regardless of how poor they may be or
whether they have any other means of support.  Such
individuals would lose eligibility for SSI as well.  In addition,
the conference rejected a Senate provision exempting
school lunch, other child nutrition programs and WIC from
the restrictions on benefits for immigrants.  Under the
conference agreement, many immigrant children attending
school would be denied school lunches.  If immigrant
women are denied WIC during pregnancy, Medicaid and
other government programs could end up paying
substantial sums for health care and related services
needed by children born at a low birthweight.  The
children will be U.S. citizens because they will have been
born on U.S. soil.

Major Medicaid Provisions
The bill being sent to the president includes the following
major Medicaid related provisions:

• Repeals Title XIX (the federal Medicaid law) and
replaces it with Title XX1, the Medigrant program.

• Allows each state to define what benefits to provide.
The only benefits states must provide are child
immunization and family planning.

• Requires state Medigrant programs to cover children
under age 13 and pregnant women under 100% of the
federal poverty income.

• Also requires state to cover some people with
disabilities, but allows each state to define disability and
set income limit for this group.

• Although eligibility for these groups is mandatory, no
specific benefits (other than child immunization and
family planning) are required.

• States are no longer required to ensure equal access to
the program statewide.

• States may cover different benefits for different groups.

• States may limit client choice of provider in any way.
Texas’ Medigrant block grant allotment was increased
somewhat, from $54.1 to $54.9 Billion over 7 years.  Texas
would also get about $397 million in special payments to
states with high numbers of undocumented aliens.  This
level of funding could maintain Texas current Medicaid
programs if growth in demand for spending stays below
9.4% per year.  Spending growth has been below 9% for
the last 2 years, but was substantially higher for the
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previous 6 years (about 20% per year).  It can be safely
said that this grant will not be adequate if Texas

experiences a significant downturn in the state economy.

Silence America Amendments Delayed Until Nov. 29
Istook Joined by McIntosh in Further Restraining Non-
Profit Free Speech
The U.S. House of Representatives is still considering the
Lobby Disclosure Bill (H.R. 2564), but has delayed action
on the so-called Silence America Amendments until after
the Thanksgiving holiday.  On November 29, Rep. Ernest
Istook (R-OK) will propose a “perfecting amendment” to
the Senate language on non-profit lobbying, and Rep.
McIntosh will propose three amendments.  The
combination of these amendments would make the
legislation much more restrictive than any previous
incarnation of the Silence America Amendments.
Istook Perfecting Amendment to Senate Silence
America Amendment
The latest version of the Istook amendment uses the
general framework of the Simpson/Craig Amendment
passed by the Senate, changing a few details.
The new Istook language defines lobbying as all
communications with legislative or executive branch
employees at the local, state, and federal levels that
attempt to influence legislation or any program, policy or
position of the government, including nominations or
confirmations of individuals to appointive office.  It
exempts testimony and responding to notices in the
Federal Register  It does not include litigation involving the
government in its definition of lobbying.
The Istook amendment also redefines the threshold of
lobbying expenditures allowable before federal funding is
eliminated.  Organizations receiving more than $125,000 in
federal grants would be prohibited from receiving federal
funds if their lobbying expenditures exceed a defined
threshold.  The threshold is based on the 501(h) rules in
the tax code.
McIntosh Amendments
Rep. David McIntosh (R-IN) plans to offer three other
amendments to the Lobby Disclosure Bill which would
make the Silence America Provisions much more restrictive
than any previous version.
McIntosh Amendment #1:  Disclosure of Receipt of
Federal Funds”
a) Required Disclosure Statement:  Any non-profit

organization that receives federal funds of any kind
(including loans) must print on all communications
intended to promote public support or opposition to
any policy of a federal state or local government the
statement:  “This was prepared and paid for by an
organization that accepts taxpayer dollars.”

b) Public Reporting on Lobbying Activity:  Federal
grantees would have to submit a new report that
would be publicly available disclosing:  a) how much
federal funding it receives; b) expenditures on political
advocacy, attempts to influence legislation or
administrative actions, payments to lobbyists,
endorsements or coalitions that have lobbying as a
purpose; c) campaign contributions, including in-kind
contributions, through the entity or any affiliate,
including contributions to efforts to support or oppose
referenda, nominations, or reapportionment; d) the
names and addresses of all registered lobbyists; e) the
most recent financial statement.

c) Definition of Political Advocacy:  McIntosh’s definition
of political advocacy includes: executive and legislative
branch communications at the local, state and federal
level; participating in, raising funds for, or providing
monetary or in-kind contributions for any litigation,
except when the entity has standing to sue or
intervene; contributions, dues, or any other thing of
value given to an entity that spends 5% or more of its
funding on advocacy; training or encouragement of
advocacy; and joining, organizing, or assisting any entity
(i.e., coalitions) which has as one of its purposes to
engage in advocacy.

McIntosh Amendment #2:  “Anti-Money Laundering
Provision”
This amendment would alter the provision added by
Senator Alan Simpson (R-WY) to the Lobby Disclosure Bill
prohibiting all 501(c)(4) organizations from receiving
federal funds if they lobby.  The second McIntosh
amendment extends this prohibition to all affiliated
organization, such as an educational foundation with
501(c)(3) status which is affiliated with a 501(c)(4)
organization.  Affiliation would be deemed to exist if any
one of the following is true:  1)  the by-laws of one control
the other organization; 2) there are overlapping boards; 3)
they use the same name or trademark or represent
themselves as being affiliated, and they coordinate
advocacy or lobbying activities.
McIntosh Amendment #3:  “Private Citizen
Enforcement”
This provision would allow “bounty hunters” to obtain a
financial awards by suing non-profit organizations for
noncompliance with the Istook and McIntosh amendments
under the False Claims Act.
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