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Eight years ago, when I ran for President, I stood
before an audience here in Washington and called for
change: “Change in our party, change in our national
leadership, and change in our counti'.y ” Change not for
its own sake but because the old answers were obsolete
b, mw\%\
because new conditions demanded a new approachyiemmsgi\m
! gmk ANV OO
AU
What I said then and what we in the DLC had been S Qf
saying for some time — was that our politics had to
embody the basic values of opportunity, responsibility,
and community. Our party had to pursue them; our

policies had to promote them.
| |




Those of us who led the chafge éalled ourselves New
Democrats and our ég‘enda the Thifd Way. But we were
quick to point out that labelé dohst define a politician or a
'political movement; ideas do. |
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, f‘What went wrong?” AAI Gore and I
knew that to set things right, we should not return to
policies more relevant,to the problexhs of the 1930s or the
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the fastest economic growth in more than 30 years; the

lowest unemployment rate and the smallest welfare rolls
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[ will put forth a new agenda rooted in responsibility,ixd
amfﬁée to create a vﬁﬂ&a&d- stro%eﬁl}ikg&mm
But today I-Want to talk about what I am calling my New
Opportunity Agenda. At its core is a simple, powerful,
fundamental principle: “Opportunity for all.” We know
that in these seven years We- have created more
opportunity for more Americans than in any comparable
period in history. And we know that the economic
conditions we have created — the virtuous cycle we have

set in motion — put us in a position to achieve so much
!

~more. Wecan-expand-theeircleof opportunity-wide
include the m ' 1s;
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rratiomnoves—&head ‘We can, as Senator Lieberman or Al

From would say, expand the winner’s circle, feif fousaluudy
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The New Opportunity-Agenda builds on the ideas I

put forth in 1992 and the progress we have made in the

'.seven years. since.
| Wmﬁ-mwk—anémkmdk%ﬁpe It advances our
understandmg of what opportumty means in an |

- InfOrmation 'Age. Once, textbooks were ce.ntr'al toa

- child’s educataioh; today, computere are. Once,. a ninth-

| grade. educetion was all anyone needed to ‘get a job for4
life; today, pre‘school and college. are 'crucial,l Ian,d most of
us will change careers sexﬁeral times before retirement:. |
My New :Opporfun'ity Agenda accounts for these new
'dem-'ands ‘of anew "eco.r‘rlomy,. and these ﬁeW pressures on

‘working families: - -




It also helps assurc that if you work hard and play by

decent chance for yourself and a

the rules, you will have a
is the

T BASALA
Thadsthe

better life for your children. That, after all,

Amencan Dream y@;:amdﬂ were raised ony

promlse{-méc when I ran for Pres1dent And that’s been

oal of so much we have done - from
ol2s -\-eww

Earned Income Tax Credityto the minimum wage, from

Ghs SR80 auh Hofunlo |
health care %o child care}\to_parm6rsh1ps that have helped

the basic g the

millions of Americans move from welfare to work.

In the coming weeks I will have more to say about

my New Opportunity Agenda, more ideas to offer on

reforming education, renewing families, closing the

- digital divide, opening new markets, expanding access 10

health care and child care — everything that works

together to expand opportunity.
7



But today I want to announce an important element of my

plan, one that is emblematic of our overall approach.

In my State of the Uniqn A'ddress, and in my budget
| for 200 1, I am proposing a substantial cxpansioh of the
Earned IncomeA’li‘axvCredit - é ta;rge'ted_fax- cut for low-
income' working families. As I'pledg’é-d in 1992, one of

a my ﬁrsf actions as Preéident (;VM::SO %%EITC. [

Tt L s stesd i fausyal A%, e, |
made the largest single 1nvestment in the workmg poor in

- more than two decades, and-s

T S |

EITC isn’t just another acronym. The “E” in “EITC” is
about earnmg "It.’sab‘out*wdrking‘; It’s about taking

responsibility and being rewarded for it. =~




I believe the government, too, has a responsibility —
part of its basic compact with our citizens — té. make sure,
for families like the Cupps, that work pays; to make sure
we reward work even as we restore fiscal discipline toh'our
government. In expanding opportunity, these incentives
to work are every bit as ’imp.ortant as economic growth or
interest rates or debt or deﬁéit reduction. And as studies
from Harvard to Wisconsin confirm: the EITC is a
powerful inceritive to work. It’s a fulcrum by which
people lift themselves out of poverty and into the middle
class. In 1998, the EITC ?elped more tﬁan 4.3 million
make the move. That’s double the number in 1993. ’I‘his
tax credit is a majqr reason — alohg with the strength of
our ecorio_my; the rise in thé minimum wage, and
movement of millions from welfare to work — that there

are fewer people in poverty today than in 20 years.

9



It helps explain why the child p_overty'rate is lower than
it’s been in 20 years; and why child poverty among

African—Arr’iericans’ is the lowest on record.
W g ’
A TENRNYS \&)\X\&bm W N

- know there is moremdo AT

@. ‘That is w_hy, today, ;

,, mrﬂmfﬁﬁﬁﬁeans [am proposing, first, to eliminate |
the marriage penalty exacted by the EITC, making sure.
that this tax credit rcwards marriage, and‘family, justasit -
rewards work. Second, I'am proposixig to expand the -

-Earned Income Tax'Clr‘_‘évdi»t for families with three or more .

- children. ,'_Iheﬂpres‘sureg' on these families rise as their

ranks increase:, 28 percenjare in poverty, more than

twice the rate for smaller fémilie_s.

/
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Our plan would provide these families tax reliéf thatisup

to 20 percent greatér than what they now receive. Third,

‘our plan would give more people more mcentlves to work

their way into the midd m\\:ﬁ? F;\Tir?lf(:t would m
- W

make it easier for recipients to save for the future and for

their retirement.

For a family like the Cupps, these new initiatives
would mean an additional tax credit of up to $850,
helping them ti) provide for their children, or own a home,

!
or buy a car that makes it easier toywork. My budget
d‘edicates [$22] billion to these priorities ovér the next 10
years — increésixig'.oliir"iiive‘sime.nt in people while

maintaining the fiscal discipline that got us here.

11



“Opportunity for all” is more than a marker of how |
" far we have come; it’s a measure of how far we can go. It
was Robert'Kennedy who said: “Our society — all our
values, our views of each Other, and our own _.self—eSteem; |
the contribution .we can make to ourselves,'Our- families,
- and the commumty around us — all these thlngs are bullt
~on the .}work we do.” We must contmue to do all we can
to affirm the dlgmty of work — and deliver the rightful
rewards for taking responsibility. |

This, as I have said, is a great and umque moment for
Amenca | a chance to renew the values of opportunlty, o

!
respun31b1hty, and communlty, a chance to fulﬁll the

1deals of our founders, a chance to reahze the full prormse
ofa prosperous natlon Let us work together to build an
even stronger Amerlca and an even better, brlghter future

for all our people. Thank you.

12
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RVEMARK.S BY THE PRESIDENT
- . TO THE DEMOCRATIC LEADERSHIP COUNCIL

Dorothy Betts Marvin Theatre
George Washington University
Washington, D.C.

1:45 P.M. EST

: . THE PRESIDENT: Thank you. Well, first of all, I think
we ought to acknowledge that public speaking is not something
Jessica does every day, and I think she  did a terrific job I
thank her for coming here. (Applause )

I want to thank Tommy and Sarah and Maggie and Eliza
and Grandmother for coming also, so that you would have a human,
real example of the subject I want to address today, and one of
the biggest reasons I ran for President. ' :

I thank my old friend, Senator Joe Lieberman, for his
leadership of the Democratic Leadership Council. President and:
Mrs. Trachtenberg, thank you for welcoming me back to George
Washington.




I want to acknowledge -two other people in the audience
.today, without whom many of us would néver have been able to do -
what has been done, and.particularly I am indebted to them --
first, Will Marshall, who runs the .Progressive Policy Institute
of the DLC, who has been at this for well over a decade and come
up with so many of the ideas that have. been hallmarks of our
administration.  And I want to thank my long-time friend, Eli
Segal, who actually gave birth, in fact, to two of our most
important ideas, AmeriCorps, our national service program -- he
set AmeriCorps up; and then he set up the welfare-to-work
partnership, which has resulted in hundreds of thousands of
people being hired by private business from the welfare rolls.
So thank you both for coming heré and for what you have done for
our country. (Applause. )

’

I always get nervous when people start talking about
legacies, the way Senator Lieberman did. -You know, alliteration
having the appéal it does, it's just. one small step from legacy

to lame duck -- I keep hearing that. (Laughter.) And I've
finally figured out what a lame duck is -- that's when you show
up for a speech and no one comes. (Laughter.) So thank you for

making me feel that we're still building on that legacy today.

I want to put the issue I came here to discuss today,
which directly affects the Cupp family and so many tens of
thousands like them all across America, in a larger context of
what we have been about since .1993, in January.

Eight years ago,‘when I ran for President, I came here
to Washington and asked for change in our party, change in our
national leadership, and change in our country -- not change for.
its own sake, but because in 1992 our nation was in the grip of.
economic distress, social decline, political gridlock, and
discredited government. The old answers plainly were obsolete,
and new conditions clearly demanded a new approach

By 1992, we in the DLC had been working for some years
on a new approach, rooted in the basic American values of
opportunity, responsibility, and community, dedicated to .
promoting both work and family here in the United States, and to -
promoting America's leadership around the world for peace and
freedom, .security and democracy. We believed that government was
neither the primary problem, as the new Republicans had been
telling us for a decade by then, or the primary solution, as many
New Deal Democrats still earnestly believed

Instead, we asked for a new direction for our national
government, with a focus on creating the conditions and providing
people the tools to make the most of their own lives; and a '
commitment to a partnership with the private sector, and with
state and local government, so that the federal government would
be a catalyst, promoting and experimenting vigorously with new
ideas. It would be a smaller and less bureaucratic, but a more
active government.




Those of us who were in the vanguard of this movement
called ourselves New Democrats,and we said our agenda was a third
way, a way to create a vital center that would bring people
together and move our' country forward. But we were also quick to
acknowledge that labels don't define a politician or a polltlcal
movement -- ideas do.

Our new ideas were first built on the premise that we
‘had to discard the false choices that then defined politics here
in our Nation's Capital.  We believed, for example, that we oould
both eliminate the deficit and increase our investment in
education, in science and technology, in the truly significant
national priorities. .We believed we could be pro- bu81ness and
pro-labor. We belleved we could be pro- growth ‘and
pro- env1ronment ‘ ‘ : ' ‘

We believed we could reform welfare to require those
who are able to work, and still do more for poor children and
poor families.  We believed we could improve education both by
raising standards and accountability, and investing more where it
was urgently needed. We believed we could help’ Americans succeed
both at work and at home, rather than forcing them to make a
choice, as so many, regrettably, still have to do every single
day. -

We believed we could lower the crime rate both with
more. effective punishment and with more effective preventlon We
believed we could-lead.the world with greater military strength
and more diplomatic aid and cooperatlve efforts with other
nations. :

We had a whole lot of new policy ideas that we
"implemented. I'll just mention a few: the empowerment zone
program and the reinventing government program that the Vice
President's led so brilliantly; ¢ommunity development financial
institutions; AmeriCorps, which now has given over 150,000 young
Americans the chance to serve in their community, and to earn
some money for a college education; the HOPE Scholarships, which
along with our other college incentives have effectively opened
the doors of college to all Americans; the V-chip; trade, with
environmental and labor con81deratlons taken into account; :
.after-school programs; 100,000 police; the Brady Bill; the Family
and Medical Leave law; the assault weapons ban;’housing vouchers
for people on welfare to move closer to where the jobs are;
environmental right-to-know laws; and many, many other ideas, all
.within this basic framework of opportunity, responsibility and
community, all with a v1ew toward a government that was less
bureaucratlc but more actlve :

‘ Today, we're in a position to make an assessment --
very different from 1992. 1In 1992, Al Gore and I went around the
country and made an argument to the American people, and they
took a chance on us. And our friends in the Republican Party




© said, even after I got elected President, that none of it would:
work. They said our economic plan would ‘explode the deficit and
bring on another recession. They said our crime bill, with
100,000 police and the assault weapons ban and the Brady Bill,
would do nothing to lower the crime rate or the murder rate. And
I could go on and on and on, through issue after issue after
issue.

Well, back in 1992, it was, after all, just an-
argument, and the American people took a chance. Now I think we
can safely say the argument is over, for one simple reason: It
has been put to rest by the record. We have been fortunate
enough' to implement virtually all the ideas that were advocated
in the 1992 campaign, and most of those advanced in the '96
campaign. And we now have seven years of measurable results.
Some of them were mentioned by Senator Lieberman, but I think
it's worth going over again, to set the stage for the point I~
want to make, which . .is the more important one.

We have the -fastest economic growth in more than 30
years; the -lowest unemployment rate, and the smallest welfare
rolls, in 30 .years; over 20 -million new jobs; the lowest poverty
rate in 20 years; the lowest murder rate in 30 years; the first
back-to-back surpluses in our budget in 42 years; the highest
home ownership in history. And in just a few weeks, now, we'll
have the longest economic expansion in the history of the
country, including those when we were fully mobilized for
wartime.

In addition to that, there. has been a definite
improvement in the social complexion of America. We have the
lowest child poverty rate in more than 20 years; the lowest .
female unemployment rate in 40 years; the lowest African American
unemployment and poverty rates ever recorded; the lowest Hispanic
unemployment. rate; the lowest Hispanic poverty rate in 25 years;
the lowest poverty rate among single-parent households in 46

_ years.

Along the way, we have immunized 90 percent of our
children against serious childhood diseases for the first time in
the history of America. We have 2 million more kids out of
poverty, and 2 million more children with health insurance.

Twenty million people have taken advantage of the Family and
Medical Leave law. Over 450,000 people have been denied the
right to buy a handgun because they were. felons, fugitives, or
stalkers, under the "Brady bill. . We have cleaner air, cleaner
water. We have cleaned up three times as many toxic waste dumps '
as 1n the previous 12 years. -

And yesterday, I had the privilege to go to the Grand
Canyon to set aside another one million acres of land. Now, in
the lower 48 states, we have protected more land than any '
administration in Amerlcan hlstory, except those of Franklin and
Theodore Roosevelt.




.Our country has helped to further the cause of peace
from Northern Ireland to the Middle East, to Bosnia and Kosovo to
Haiti, established new partnerships with Latin America, Asia and
Africa for economic cooperation, restrain the nuclear missile
programs of North Korea, fought against Irag's weapons of mass
destruction program, worked to reduce the threat of terrorism,
chemical and biological weapons, cut thousands of nuclear weapons
in the arsenals of Russia and the United States, expanded NATO,.
increased our debt relief and economic assistance to the poorest.
countries 'of the world. We have helped to minimize economic
problems in Asia and Mexico,’ and concluded over 270 trade
agreements, all with a view toward implementing the basic ideas
that were articulated in 1992 and developed in the years before
through the Democratic Leadership Council.

. Now, what does that mean in practical terms to all of
you,. and especially to the young people in this audience? It
means for the first time in my lifetime, we begin a new century
with greater prosperity, greater social progress, greater
national self-confidence, with the ‘absence of an internal crisis .
or an external threat that could derail our further forward
movement. This has never happened in my lifetime.

The first time I came to George Washington University
was in September of 1964, to a Judy Collins concert in Lisner
Auditorium. (Laughter.) I remember it well. Some of you were
not alive then, maybe more than half of you. That's the last
time we had this sort of economic growth, and this kind of range
of interest in our country toward helping people  who had been
left out and left behind, or were in distress. But we were
unable to resolve the civil rights challenge at home without
major crises, including riots in our cities, and our efforts to
deal with that came a cropper with the costs in the burden of
carrying on the war in Vietnam.

In my lifetime, we have never had a chance like this ---
never. - And I would argue to you that the most. important gquestion
today is rniot what we've done for the last seven years in turning
the ship of state around and moving America forward, but what are
we going to do now that we have the chance of a lifetime to build
the future of our -dreams for our children? That's the most '
important thing. I am gratified by all the results that I just
recounted to you, but after all, that's what you hired me to do.
And that's what our administration signed on to do.

The question is, what are we going to do now? What
will you do, as citizens, when I am no longer here, and I'm just
a citizen llke you7 As a country, what will be our driving
vision? ' N

The thing I worryvabout most is that when people have
been through tough times and they've achieved a lot, the first
thing that you want to do is sort of relax. And most everybody




here who's lived any number of years can remember at least once
in his or her life when you made a mistake by getting distracted,
or short-sighted because things seemed to be going so well you
didn't think you had to think about anything else. That can-
happen to a country, just as it can happen to a person, a family,
or a business. So the great challenge for us today is to make up
our minds, what are we going to do with this magic moment of
promise? : o : o '

What I want us to do is to put our partisan divisions
.a51de to complete the unfinished business of the last century --
including things like the patients' bill: of rights, sensible
legislation to keep guns out of the hands of ‘criminals and
children, the hate crimes legislation -- all the things that were
still on the agenda when Congress went home, but to deal with
these big, long-term challenges.

What are they? The aging of America -- the number of -
people over 65 will double in the next 30 years. I hope to be
one of them. (Laughter.) The children of America, the largest
and most diverse group ever -- in a globalized information
society education is more important than ever, and we must give .
all of them a world-class education..

We can make America -- yes,. we've got the lowest crime

rate in over 25 years, the lowest murder rate in 30 years -- no
one believes it's the safest -- safe as it ought to be here. We

ought to dedicate ourselves to maklng America the safest big
country in the world. :

We've proved that we can improve the environment and
grow the economy, but we still aren't taking the challenge of.
global warming seriously. And we still not have said explicitly:"
The world has changed, it is no longer necessary to grow rich by
despdiling the environment. 'In fact, you can ‘'generate more
wealth over a longer period of time by improving the environment..
America ought to prove that, instead of contlnulng to be a
problem and having our heads in the sand on the issue of climate

change.

, We ought to dedicate ourselves not just to running
surpluses, but to getting America out of debt for the first time
since 1835, so that all the young people here will have lower
interest rates and a healthier economy throughout their adult
lifetime. ge @ught't”ﬁ@e@Mcaoe OULSEINE SFEOnN brrnqrngigpportunlty

&o tgggpeopie—and”places who have been lett behind. EVEESUGhtFta.

dedlcatewourseivesﬁtopbuaidang_ ~..world.»lnawhlch»there~——1s—a——mol:_e_::y

! a """e’é’é“ﬁ'@ﬁf?, amd it which: wewwork”w1th ours

: a&umm@hn@heuneWnehreatsmoﬁ*terrorlsm,wd

*ethnlch,rae%aktand‘rellglous warfare, and chemical and biclogical”
weapons’ : :

And we ought to recognlze that in a world in Wthh we
know the most important job is stlll -- 1is st111 -- the job that




Jessica and her husband have taken on of raising these three
children. 'We cannot allow -- we cannot '‘allow -- .our country to.

- be a place where you have to make a decision about to whether
succeed at home or to succeed at work. Because if we ever get to
the point where a significant number of our people have to make
"that decision, we are in serious trouble. And too many have to
make it every day, anyway, because they can't.afford child care:
‘'or because of the burdens of the basic cost of raising their
children in dignity and good health imposed on their limited
ability to earn money, even in this prosperous economy. And ‘
that's the thing I want to focus on today, because I think when
the American family 1s doing well, the family of America does
well. ‘ - :

@@portan@rebement*OWWthE“new opportunity agendar'

We know that we are now in a position to do more to
create opportunity or, as Senator Lieberman and Al From say, to
%5pandrthemwanner%s TeFEC

Fele - o include men.,__womén.and-childrén )
_—still-atsthe-marginsTof §6¢iety who are™ wriiing*to~werk and—ought.
o—be—~rewarded "fOr itT ) .

g

The ideas that I will advance in the State of the Union
will be built on what we have been talking about since 1992,
~adyanciEngFouT *unders tanding - of_what  opportumity means ~in™ the;
,Information~Age:§;For example,'once textbooks were central to a
child"s understanding in education; today, computers are. Once,

a 9th grade education was all anyone needed for a job, then a

high school education; today, the only people 'who have good
chances of getting jobs which will grow over time in income, over
a longer périod of time, are those who have at least two years of .
some type of post-high, school education and training.

aOur;new%opper@unrtygagend “tries tomtakeraccountmof
mthelsemiewsdemandsiabutmailiso she™ nqupnessuresW@nwworking

- faﬁﬁﬁies, including the need for quality, affordable child care
and the 1mportance of being able to access. health care.

~ The main idea here is still the old‘idea of the
American Dream, that if you work hard and play by the rules, you
ought to have a decent live, and a chance for your children to
have a better one. That's been the basic goal of so much of what
we've done, from the earned income tax credit to the empowerment
zone program the Vice President ran, to the micro-credit program
the First Lady's done so much to advance, to increasing the.
minimum wage, to greater access to health care and child care, to -
the partnerships that we have made 'with so many American
businesses to help people move from welfare to work.

. Now, I will have more to say about all these other




ideas later. But I just want to talk a little bit today, in
closing, about what we should do with the earned income tax
credit -- something that you've heard Jessica say has already.
helped the Cupp family to raise their children, but something
"that is not as helpful now as it was when they first drew it.

In my State of the Unlon address, and in my budget for
2001, I w111 propose a substantial increase in the earned’ income.
tax credit. It's a targeted tax cut for low-income working
families. '

In 1992, as has'already been said, one of the first
things that I did as President was to ask Congress to ' ,
dramatically expand the EITC. It has been on the books for some’
time; it had been broadly supported by Democrats and Republicans.
President Reagan had hailed it. Everybody seemed to like it,
because basically it involved a tax credit for people who were
working and had.children -- almost all of them have children --
~and who justvdidn't have enough to get along on.

It is not just another acronym. The EITC was
anonymous, I think, in America until a previous Congress tried to
do something to it, - and then all of a sudden it became something -
we all knew about and liked, which was immensely gratlfylng to
me. But the EITC stands for, again I will say, the E is about

earned, it's about working, it's about a fundamental American b

value, it's about rewarding people who do what they're supposed
to do. ‘ ' -

o I think every one of .you, when Jessica was up here
talking, describing the conditions of their children's birth,
‘their work hlstorles, how they had worked hard to provide a
decent home for their kids -- every one of us was sitting here
pulling for them. Every one of you identified with their .
struggle. Every one of you could imagine what it would have been
like to be the father in the delivery room and see these kids
come out, one, two, three (Laughter.)

‘ Every one of you. That's what this country is all’
about -- the dignity, the struggles, the triumphs, the joys of
daily life that we all share. And I think our government has a
responsibility, as part of our basic compact with the American
people, to make sure that families like the Cupps find that work
does pay; to make sure that we reward work and that we enable
-them to succeed at their even more important job, raising those
three little girls. It is still, I will say again, society s
most important job. ‘And I -suspect that every" parent in this room
today agrees with me about that

So these incentives to work are just as important to

" how life plays out for millions of Americans, as the rate of
economic growth, or interest rates, or debt reduction. Studies
from Harvard to Wisconsin have confirmed that the .EITC is an
enormously powerful incentive to work. It encourages people who




are on welfare, who are unemployed, to move into the work force,
even in modest-paying jobs, because their income will be, in
effect, increased; they'll get a check at the end of the year as
a credlt agalnst the taxes they pay, because they're working hard
for modest 1ncome :

Now, in 1998, the EITC helped more than 4.3 million
.people make that move. That's double the number that were being
helped in 1993, when we advocated the expansion. This tax credit
is a major reason, along with the strength of the economy, the
rise in the minimum wage, and the movement from welfare to work,
that there are fewer people in poverty today than there have been
in over 20 years. It explains why the child poverty rate is
lower than it's been in over 20 years, and why poverty among
African-American children is the lowest on record, and the lowest
among a quarter century among Hispanic children.

Now, because we know this works, and we know there are
still far too many families and children in or near poverty, and
far too many people struggling and working, having a tough time
taking care of their children, we know there is more to do.
Today, I am proposing the following changes in the EITC.

First, I want to eliminate the marriage penalty exacted
by the EITC to make sure that the tax credit rewards marriage and
family just as it rewards work. It's a big problem. (Applause.)

: Second -- the next two are very important to the Cupp
family; they will affect all the families in our country like
them, and there are a lot of them -- I am proposing to expand the
EITC for families with three or more children.

The pressures on these' families rise as their ranks
increase. Twenty-eight percent of them -- let me say that again
-- 28 percent of them are in poverty, more than twice the rate
for smaller families. Our plan would provide these families tax -
relief that is up to-$1,200 more than what they now receive. The
way the EITC works now, it's a really good deal if you're working
‘for a very modest income and you have two kids. But the benefits
drop off dramatically after -that. And I don't think we ought to
make these folks choose among those little girls and others in
- their situation.

Now, the third thing we're going to do is to give more
people more incentives -to continue to work their way into the
middle class. You heard Jessica say that when her husband's
income reached $30,000, the EITC benefit dropped off
dramatically. We set these celllngs back in 1993, and they
haven't been really adjusted since then. ' What we want to do now
- is to phase the EITC credit -out more gradually. It has to be
phased out, but if it's phased out too sharply, then there is, in
effect, for families with a lot of kids, almost no net gain to
earning a higher income. 'And if he's going to work longer than
40 hours a.week, and he's going to miss more hours at home with.




those kids, then we want him to receive the benefits of that.
And again, I say, this is not just about this one family; they
represent millions of people in this country. '

So that's what we're going to do -- eliminate the
marriage penalty, increase aid to families with three or more
kids, and phase the credit out more gradually, so there's always
an 1ncent1ve to keep working to 1mprove your income and your
ability to support your children. .

Now, for families like the CUpps, these new initiatives
would mean an additional tax credit of $850. That would help
them to provide for their children or own a home or buy a car
that makes it easier to get to work, and, therefore, to work.

We dedicate $21 billion to these priorities over 10
years, increasing our investment in people without in any way
undermining our commitment to a balanced budget and to getting us
out of debt over the next 15 years.

Opportunity for all is a measure of not only how far
we've come and where we're going, but what kind of people we are.
Robert Kennedy once said our society, all our values are views of’
" each other and our own self-esteem. The contribution we can make
to ourselves, our families and the community around us -- all
- these things are bu1lt on the work we do. ‘

-MORE-

The young people here, the students here, are probably
beginning to think about the work you will do. I hope because
you're getting a good education, more than anything else, you'll
be able to do something that you love. And if you do something
that you love, I believe that you ought to be properly rewarded
for it, and that you ought also to have the freedom to raise a
strong family while you're d01ng it. . That's what today is all
about. . :

And if there is anything that America ought to be about
in the 21st century, it ought to be about finally, really
creating opportunity for all, a responsible nation of all |
citizens, and a community in which everyone has the chance to do
the most important work of all: raise strong, healthy, happy
children.. S .

Thank you very much. (Applause.)

END 2:12 P.M. EST
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I. INTRODUCTION

I wanted to use the occasion of the release of the new Census numbers on income
and poverty to do an overview of the effectiveness of the Clinton-Gore Administration’s
policies at addressing one'of the most important missions of any Administration:
reducing poverty and increasing opportunity for our most disadvantaged families.

In a nutshell, the record is one of significant progress in the right direction and a
frank recognition of the significant distance still left to travel. Ibelieve a fair analysis
must make both of those points. :

Sometimes in politics when there has been a significant accomplishment, the
White House or a political party takes a victory lap. There is no cause for that here. But
there is cause for understanding that significant progress has been made — and a reason to
understand what has worked and what still needs tor be done.

Recognizing that there has been progress —even stunning progress — does not and-
‘should not dull our sense of concern over the distance remaining. Take one example:
poverty among African-American children was 46.1 percent in 1993. Yesterday, we
learned it has fallen to 36.7 percent. That represents a 20 percent drop in African =
American child poverty — the lowest on record. On one hand, this is an enormous
achievement. On the other hand, the fact that more than one-third of African American
children, more than 5 million, are being raised in poverty stands as one of the most '
- disturbing and disappointing facts in American society.

From the 1970s to-the early 1990s, the Nation witnessed a slowdown in growth
and a widening of inequality. The result was thé_tt the incomes of the bottom sixty percent
of Americans fell, after adjusting for inflation, while the poverty rate rose. In the last
several years, the economic performance of the Nation has improved substantially, with
strong growth, low unemployment, low inflation, and low interest rates. It is important to

recognize that the economic policies and excellent economic performance of the Nation
over the last several years has brought gains to all segments of society and stemmed the

“Tong rise of economic inequality. Th1s can be mlssed when s1mp1y looklng at trends over
20-25 year periods.

From 1993 to 1998, poverty has fallen across the board and incomes have risen
for each and every income group. Consider the folfowing{seeFabtest=4-arthe back for
more detail): - : "

e The poverty rate has. fallen from 15.1 percent’in 1993 to 12.7 percent in 1998, hftlng

~nearly 5 million people out of poverty.

e Between 1993 and 1998, the poverty rate has fallen by 15 percent or more for all
persons, African Americans, Hispanics, children, African’ American children,
Hispanic children, single mothers, and many other groups. The poverty rate is now
the lowest on record for African Americans, African. American children, Hispanic




children, single mothers, Afrlcan American single mothers, and Hlspanlc smgle
mothers. L

e At the same time, incomes have grown by 9.9 — 11.7 percent for every quintile of the
income distribution. For the bottom three qu1nt11es this is the strongest growth since
‘at least the 1970s. The 10.3 percent increase in incomes for the bottom quintile over
the last 5 years represents a particularly dramatic turnaround from the 4 4 percent

decline between 1981 and 1993. :

e Over the last 5 years typical families have seen their income rise by 12.1 percent and
African American families have seen their incomes rise by 21.0 percent. That
represents more than $5,100 in income for the typical African American family.

@==1n1998 ‘the Earned.Income Tax Credit(EITE) lifted 4.3 millioh people out of?
on.verty—.——twiee{he'number-of-p_e_gple-lifted*out‘of'p'overty'_by"th'e“EI"TC*inwl-993.—77
N

II. WHY MACROECONOMIC POLICY MATTERS FOR POVERTY
REDUCTION

Despite this impressive progress, a common critique of the Administration’s
record goes something like this: * The President came into office with an ambitious
investing-in-people agenda that might have addressed poverty, but ultimately he had to
sacrifice this agenda to address the worsening deficit projections.

Behind this critique lies two false prernises. First, as I will establish, this
- President has fought — successfully — for significant investments in anti-poverty
initiatives. The second, and the most fundamental misconception, is that only significant
government investments and not sound fiscal and macroeconomic policies are tools to
reduce poverty. However much-any of us believe in the power of wisely-crafted public
policies to invest in people, no one should be blind to the fact that the experience of the
last 6 years demonstrates definitively that macroeconomics and fiscal policy do matter for

WMW

The old paradigm assumed that fiscal dlsmphne would hurt poverty reduction
efforts for two reasons: one, public investments would have to be sacrificed or put on
hold in the name of deficit reduction and two,deficit reduction would lead to short-term
economic contractions that could freeze or hurt economic opportunities for poorer
Americans even if in the long-run it led to savings, capital formation, and faster

_ productivity growth.

' The new fiscal paradigm of the last six years tells a rosier story — even and
especially for the short-term. Serious debt reduction eliminated what Bob Rubin called
the “deficit premium,” leading to a virtuous cycle of lower interest rates and higher -
investment that increased capacity enough to allow for continuing expansion without
inflation. Experts from Alan Greenspan to Paul Volcker credlt the fiscal deficit reductlon '
since 1993 as a key component of our near record expansion.'

! Alan Greenspan, Humprey-Hawkins testimony to House Banklng Comm1ttee February 20, 1996 and Paul
Volcker, in Audacity Magazme Fall 1994.




In short, strong deficit reduction helped create the conditions for an exceptionally
strong, steady, and long economic expansion that has, in turn, led businesses to seek out
more and more minority and economically-disadvantaged Americans who have
Traditionally been left behind, ignored, or at least left on the fringe of the Tabor market.

As the expansion has lengthened and unemployment has fallen, expanding
businesses in search of workers have had to recruit and offer training to people they
would never even have looked twice at in a shorter or less robust expansion. Therefore,
to the degree that deficit reduction has been integral to the high investment / low inflation
environment necessary to allow such a sustained expansion, and such significant hiring of
disadvantaged workers, one must recognize the integral contribution that fiscal discipline
has made to reducing poverty and increasing economic opportunity. Con51der the
following: :

African American unemployment fell from 14.3 percent at the end of 1992 to
7.8 percent last month — and this year reached the lowest level on record. Over this
period, Hispanic unemployment fell from 11.5 percent to 6.5 percent, the lowest on
record. At the same time, the expanding economy, and the policies I will discuss in a
moment, have brought new workers into the economy. The labor force participation rate
of single mothers rose from 73.7 percent in 1992 to 84.2 percent in 1997. At the same
time, the percentage of single women w1th children who recelved welfare fell from 19.3
percent in 1992 to 8.3 percent in 1997.2

Furthermore the low unemployment rate may be creating a virtuous employment,
circle. The European economies saw large increases in their unemployment rates in the
1980s translate into what appears to be permanentl 3y higher levels of unemployment, a
process some economists have called “hysteresis.”” One explanation for why this might
happen is that high unemployment rates lead to people being unemployed for longer
periods, during which time they start to lose both their productive skills and their ability
to search for jobs effectively. As a result of these changes, the unemployment rate could

~ stay permanently higher. Although the definitive evidence for the United States is not in
yet, there is good reason to hope that if we keep the expansion going with so many
previously disadvantaged and unemployed workers in the workforce for so long, we will:
create a far larger pool of ready and able American workers for years to come.

2 Council of Economic Advisers, “Good News for Low-income Families: Expansions in the Earned
Income Tax Credxt and the Mlmmum Wage,” A report by the Council of Economic Advisers, December
1998.

* Olivier Blanchard and Lawrence Summers, “Hysteresis and the European Unemployment Problem.” In
Stanley Fischer, ed., NBER Macroeconomics Annual, Vol 1, 1‘986 MIT Press: Cambridge.




III. WHY MACROECONOMIC POLICY IS NECESSARY, BUT NOT
SUFFICIENT

However flawed the premise that fiscal discipline has no impact on poverty
reduction, the notion that there should be a sole and exclusive focus on deficit reduction
1s equally if not more flawed. Ensurlng that growth is shared and inclusive cannot simply
be assumed.

- Growth has not always led to higher incomes for the poorest and falling poverty
rates for the Nation. After observing the poverty rate rise and incomes at the bottom fall
despite the expansion of the 1980s, David Cutler and Lawrence Katz published a paper
arguing that “a long-standing, positive relationship between the economic well-being of
the poor and the growth of the economy has changed.”

However, in the 1990s, falling unemployment rates and higher growth have once
again led to falling poverty rates and higher incomes for all Americans. An important
part of this development has been the President’s policies that helped give people the
tools, incentives and opportunities so that they can all benefit from, and contribute to, the
strong economy.

While fiscal discipline and the resulting low-interest rates can fund investment
growth and give more disadvantaged Americans job opportunities, they cannot ensure
that'a generation of young children won’t be lost to poor schools, poor nutrition, and

“crime and drug ridden opportunities. Fiscal discipline may lead businesses to help some

Americans who have fallen behind to get new training opportunities, but new
technological and capital investments without a skilled and motivated workforce is like a

bat without a ball. Necessary but not sufficient.

In the new economy, productivity growth is being driven by the high technology
sector. The potential of the new economy is to provide rising wages for everyone. But
the risk is that, without proper investments in people, the new economy has the potential
to create a skills gap, between those who know how to take advantage of our new
technologies and those who do not.

We have already begun to see the emergence omprovements n
technology and other changes continue to increase the gap between the wages of college
educated workers and those with only a high school degree or less. In 1998, the average
college graduate made 75 percent more than the typical high school graduate, compared

to only 46 percent more in 1980.° As Katz summarized, “these findings imply that
physical capital and new technologies are relative complements with more-skilled

* David Cutler and Lawrence Katz, “Macroeconomic Performance and the Disadvantaged.” Brookings
Papers on Economic Activity 2:1991.

’ Lawrence Katz, “Technological Change, Computenzatlon and the Wage Structure.” Harvard University
and NBER, September 1999.
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workers. Such evidence is certainly consistent with the view that the spread of computer
technologres may have contributed to rapid increases in the demand for skill in recent
decades.”

The skills gap does not ]ust matter for wages, but for unemployment as well. In
the last 7 years, the unemployment rate for high school dropouts has averaged 9.3
percent, while the unemployment rate for college graduates has only averaged 2.5
percent. :

Study after study has documented that each additional year of a college can
increase a worker’s future earnings by 5 to 15 percent with evidence that such returns
have risen in recent years.6 Caroline Hoxby, for instance, finds that the return to a college
'education was 12 percent from 1992 to 1996, compared to 5 percent from 1972 to »1978.7

That is why even 1n a perrod of fiscal contraction, a sound growth strategy must
not only bring down deficits ut a1so Increase e educatlonal 1nvestments and Work
incentives QeSO BidEeEw
called for $S.OS;bfl’l'lon-m_deﬁcn_r.eductlon‘:zthe total gross sav1ngs were over $6OO billion.
In other words, the 1993 budget made over $100 billion in additional tough choices so
that the'largest EITC éxpansion_ever_could be passed-and-solid-investments-could-be—"
made-in-Head-Start-and-the-Special-Supplemental-Income-Program-for-Wemen;-Infants;>

rand-Children-(WIG)-—even-in-the-midst-of-deficit reductionp Indeed, dropping the
President’s bold - increase in the EITC could have allowed the President.to avoid his most
politically costly decision — raising the gas tax by 4.3 cents. Yet the new Census data
show that there are at least 2.3 million fewer Americans in poverty because the President
expanded EITC, made tough decisions, and chose a balanced approach over a sole focus
on deficit reduction.

Contrary to any notion that poverty reduction initiatives were put on hold until the
budget was balanced, the President has sought-the right balance between debt reduction
and creating and expanding upon programs-that enhance economic opportunities for

- poorer Americans. The President and his Office of Management and Budget Directors
from Panetta to Rivlin to Raines to Lew have all battled hard with yearly appropriations
negotiations to protect and strengthen key anti-poverty programs. Even in the midst of ‘
the dramatic deficit reduction we have seen over the past 6 years, President Clinton has |
successfully increased funding for several anti-poverty programs and indeed has passed
several new economic opportunity initiatives.

As a result, today we spend subStantially more on a wide range of poverty
reduction programs (see Table 5 for numbers and Appendi'x 1 for selected details). To
name one example, we.now spend nearly $3 billion more each year for Head Start and

¢ See Thomas Kane and Cecilia Rouse, “Labor Market Returns to Two and Four-year College: Is a Credit
a Credit and Do Degrees Matter?” American Economic Review, 85:3, 1995 and Orley Ashenfelter and
Alan Krueger, “Estimates of Economic Returns to Schooling From a New.Sample of Twins.” American
Economic Review December 1994, C '

7 Caroline Hoxby, “Tax Incentives for Higher Education.” Tax Policy and the Economy 12 1998 MIT
Press: Cambridge. - '




WIC than we did in 1993 even as discretionary spending as a percentage of our economy
has been reduced from 8.4 percent in 1993 to less than 6.6 percent in 1999.

‘The 1997 balanced budget agreement — although perhaps best known for the

nearly half trillion in entitlement savings over 10 years and significant tax cuts — had

. more than $70 billion over 5 years to help families making less than $30,000
(Appendix 2). Indeed, the last issue that held up the final agreement was the President’s
insistence on getting $24 billion over 5 years and $48 billion over 10 years for health

" insurance for children under 200 percent of the poverty line and his opposition to -
Republican proposals that would have denied the benefits of the child tax credit to |
families with more than half of the 13 million children on the EITC. Ultimately, because
of the President, families earning less than $30,000 got an $18.5 billion tax cut from the
child tax credit. In addition, in 1997 the President fought for and secured $12 billion to
restore disability and health benefits to 350,000 legal immigrants, $3 billion for welfare
to work programs, and the largest Pell Grant increase in at least two decades.

Likewise, the President has proposed and signed an impressive number of new
initiatives that either focus on lower income Americans or are at least targeted to- '
-disproportionately benefit more economically-distressed Americans. One can see a
complete list of initiatives in Append1x 3. Initiatives that focus on lower-income people
include:

@ Empowerment Zones, Community Development Banks, Community Reinvestment
Act retorm, Child Health Initiative, Welfare to Work programs, Brownfields, GEAR-
UP, Youth Opportunity Grants, and Individual Development Accounts. :

Other programs that disproportionately target low-income Americans 1nclude the
Reading Excellence program and the Technology Literacy Challenge

IVv. BURDEN OF FISCAL UNCERTAINTY SHOULD NOT FALL ON THE
POOR '

1 In making the difficult choices between fiscal discipline and investments, any
government should be guided by the principle that the burden of fiscal uncertainty should
never fall first on the poor. This is not to say that low-income programs should never
bear any burden of fiscal discipline — but it should be a last resort — not a first. This
principle is based not just on equity, but-also on the principle that any government should
feel concern about imposing irreparable damage in the name of deficit reduction — in case
the altered budgetary projections ultimately make cuts unnecessary. Even if one believed
that balancing the budget should be the sole motivation of fiscal policy, those who called
for major cuts in Medicaid, Food Stamps, and the EITC in 1995 turned out to be asking
for a painful sacrifice from the poorest and most politically powerless population that was
proven to have been unnecessary. On the other hand, freezes or even cuts to those

“Americans most able to handle them are easily reversed when times improve.




V. REWARDING WORK

The Clinton-Gore focus on poverty reduction has been very much grounded Ina
vision of rewarding work for poorer families. This coherent and comprehensive vision is
a consistent strand running from sections of Putting People First to a comprehensive set
of policies to reward work.

Economists are in strong agreement that lower income Americans are quite
responsive to both economic incentives to enter the workforce or to disincentives that
punish work efforts. In the past, a single mother who wanted to work risked losing health
care for her children, and faced large child care, transportation, and clothing costs. At the
same time, if this single mother was on Aid to Families with Dependent Children
(AFDC), she would face one-for-one reductions in welfare payments for each dollar she
earned above a relatively small amount. These child care, health care, and transportation
costs, together with AFDC, served as a prohibitive tax on work for too many poor
Americans.

The Clinton-Gore agenda has been to reward work and to launch an all-out assault
on such work disincentives through measures from expanding the EITC to raising the
minimum wage to welfare reform to expanded children’s health insurance to greater child
care.

[

T EXPandehﬂEIIClnd Raising the Minimum Wage: Ellmmatmg Poverty For

Full-time Working Families With Children

When he was running for office in 1992, then Governor Clinton called for
increases in the minimum wage and expansions of the EITC in furtherance of his goal
that no full-time working parent should have to raise their child in poverty. Consider
what this has meant for our most hard-pressed working families. A working parent with
two children earning the minimum wage in 1993 made $10,569 with the EITC (in 1998
dollars), well below the poverty line. With increases in the EITC and minimum wage,
that same family in 1998 is above the poverty line — making $13,268 — a 27 percent
inflation-adjusted increase in their standard of living. -

Indeed, both Census data and academic studies show how powerful the impact of
the EITC has been. The latest poverty statistics from the Census provide alternative
measures of poverty with and without the EITC (see Tables 6 and 7). They demonstrate
that in 1998, 4.3 million people were raised out of poverty by the EITC — of which more
than half were children. This is an increase of 2.3 million over the number of Americans
lifted out of poverty by the EITC in 1993. The result suggests that more than one-quarter
of the reduction in poverty between 1993 and 1998 (7.7 million people according to the
poverty measure that includes the EITC) is directly attributable to the expansion of the
EITC.

In reality, the benefits of this tax credit have probably been even greater than
these simple statistics suggest. There is now an increasing academic literature
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confirming that the EITC has been effective in brmgmg people, pamcularly smgle
women, into the workforce:
/. .
" e Liebman and Eissa find thatfiliS¥ETEC Significantly.inciéases labor-force participation”
(among single mothers¥especialiy less-educated-women# Dickert, Hauser, and Scholz
present findings consistent with this, predicting that the 1993 EITC expansion Would
induce 516,000 families to move from welfare to work.®
e Partly as a resultg84*2apercent e:ﬁsmgle.-m@)thers_w.ere,1r1it-ki’e.“l'ab"6r-fdrce-i-r’i~1-991,¢u€7
~ ATOmE : :

3 7spereent in 1992. ¢/

fe-minimum wagefhas also played an important role in increasing the return to
work and expandmg labor force participation. In the past, there has been a concern that
raising the minimum wage created a trade-off between higher wages and lower
employment A series of studies by David Card and Alan Krueger, however, debunked
this premise, showing thatifigEmminimum wages:could_enhance_the income:of working=s
gpcopleswhilemaybeeven 1ncreas1nmnt 1t ¥ At the same time, they showed that
low-income families receive most of the benefits of higher minimum wages. This is
especially true if one takes into account recent research at the Urban Institute and Council

_(L&/L{, . of Economic Advisors which showsgiliggifiteractionofiticTummun wagewith-the EITC@

‘Eﬁw and ‘therr's;effectweness»rn moving people.from welfare_to -work. &

o A study by Mark Turner of the Urban Institute and Johns Hopkins University

indicates thatﬂvncr'eases: inithe minimum wage_can.create_an.important incentive to moves)

(fromwWelfareto work. _j He found that raising the minimum wage by 50 cents would lead
to a 1.3 to 2.5 percentage point decrease in the welfare rolls, as between 97,000 and
187,000 women chose to move from welfare to work. This finding is consistent witha
recent study by the Council of Economic Advisers which found that the expansion of the
minimum wage explained between 10 and 16 percent of the decline in welfare caseloads
between 1996 and 1998."

¥ Nada Eissa and Jeffrey Liebman, “Labor Supply Response to'the Eamed Income Tax Credit.” Quarterly
Journal of Economics, 111(2) 1996, Bruce Meyer and Dan Rosenbaum, “Welfare, the Earned Income Tax
Credit, and the Employment of Single Mothers:” Joint.Center for Poverty Research Working Paper May
1998 #2, and Stacy Dickert, Scott Houser, and John Karl Scholz, “The Earned Income Tax Credit and
Transfer Programs: A Study of Labor Market and Program Participation.” Tax Policy and the Economy 9
1995 MIT Press: Cambridge.

® David Card and Alan Krueger, Myth and Measurement Princeton: Prmceton University Press, 1995.

' Mark Turner, “The Effects of Minimum Wages on Welfare Recipiency,” Joint Center for Poverty
Research Working Paper July 1999 #4.

" Council of Economic Advisers, “The Effects of-the Economic Expansion on n Welfare Caseloads: An
Update.” 4 report by the Council of Economic Advisers August 3, 1999.
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Health Care, Child Care, and Welfare Reform: Removing the Disincentives to
Work

Health Care

Limited access to health insurance in entry-level jobs — as well as poor health to

begin with — can discourage work. Historically, government assistance in providing
affordable, accessible health insurance was limited to poor, single-parent families
receiving welfare. As a result, work would generally end Medicaid coverage — keeping
many people on the welfare rolls out of fear of losing their health coverage.'? This can be
an especially serious problem because many low-wage jobs lack employer-sponsored
health insurance, many Temporary Assistance to Needy Families (TANF) parents have
health qgoblems, and the fact that uninsured children typically have more sick days at
school. :

Clearly, passage of some variant of the President’s health care plan in 1994 would
have been a major pro-work, anti-poverty step. Since that didn’t happen, the President
has focused on targeted policies to achieve similar goals. Three major policy initiatives
have provided access to affordable health insurance to low-income working families.
First, the President and advisors such as Secretary Shalala and Bruce Reed have worked
to de-link Medicaid from welfare program, making Medicaid accessible to working as
well as poor families. This has been accomplished within the context of welfare reform
in 1996, but also before that through state waiver programs and aggressive administrative
action. This approach appears to be working, as can be seen in one study which found
that the proportion of Medicaid-enrolled children with an unemployed parent fell from 75
percent in 1987 to 47 percent in 1996.'

Perhaps the most important step was the Children’s Health Insurance Program
(CHIP) — the largest children’s health care investment since the creation of Medicaid in
1965. This program is targeted at working families who lack health insurance for their
children but have too much income to qualify for Medicaid. Too many of these parents
skip work to care for children who are sick but lack access to doctors or needed
medicines. CHIP was created in 1997 with bipartisan Congressional support at a cost of
$24 billion dollars over five years. To date, about 1.3 million children have been enrolled
in state programs, all of whom come from working families — a number that is expected

2 See Robert Moffitt and Barbara Wolfe, “The Effect of the Medicaid Program on Welfare Participation
and Labor Supply.” Review of Economic Studies, November 1992 and Aaron Yelowitz, “The Medicaid
Notch, Labor Supply, and Welfare Participation: Evidence from Eligibility Expansions.” Quarterly
Journal of Economics 110(4) November 1995 for two good studies documenting this point.

" One study finds that only about 43 percent of people in near-poor families have employer-sponsored
insurance (O’Brien E; Feder J. (May 1999). Employment-Based Health Insurance Coverage and Its
Decline: The Growing Plight of Low-Wage Workers. Washington, DC: The Kaiser Commission on
Medicaid and the Uninsured.). It may be worse for people leaving welfare, with one study finding that less
than one in four received health insurance on the job: Loprest P. (1999). Families Who Left Welfare: Who
Are They and How Are They Doing? Washington, DC: Discussion Paper: Assessing the New Federalism.
' Banthin JS; Cohen JW. (August, 1999). Changes in the Medicaid Community-Based Population: 1987-
96. Rockville, MD: Agency for Health Care Policy and Research. MEPS Research Findings No. 9
AHCPR Pub. No. 99-0042.
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to double by September 2000."

Finally, the President has taken an initial step — and continues to push for
legislation — that ensures that people with disabilities are not kept from productive
employment by their fear of losing their health insurance. In 1997, the President created
an option that would allow people with disabilities who have income below 250 percent
of poverty to buy into Medicaid. However, we believe this doesn’t go far enough. The
Work Incentives Improvement Act, which was funded in the President’s FY 2000 budget
and has unanimously passed the Senate, would take additional steps to ensure thatno -
person has to choose between work and health coverage.

Child Care -

Research shows that women are highly responsive to the costs of child care in__
making decisions to work. . A recent National Bureau of Economic Research working -
paper finds that if the costs of childcare could be lowered by 50 cents per hour, the result
would be an 18 percent rise in labor force participation by unmarried women with
children and a 39 percent rise for unmarried high school dropouts with kids.lé_ .

‘Under the Clinton-Gore Administration, federal frlnding for child care has
increased by 80 percent, helping parents pay for the care of about 1.25 million children

out of the 10 million that are eligible. The 1996 welfare reform law increased child care
funding by $4 billion over six years to provide child care assistance to families moving
from welfare to work. Last year, the President succeeded in securing $140 million in
new funds for after-school care and $173 million for child care quality activities. Over
the next five years, the President has proposed to expand child care to another 1.15
million chlldren from low-income families. :

Welfare Reform

The President’s health care and child care initiatives have been an integral part of
his strategy to make welfare reform work by providing people with opportunities to move
into the workforce. The President’s efforts began in the first days of the Administration,
with the Secretary of Health and Human Services granting waivers to 43 states between
1993 and 1996 to try a broad range of experiments to help provide an incentive for people
to move from welfare to work. These measures included “sticks”™ like time limits and
work requirements, as well as incentives like allowing welfare recipients to keep more
- benefits when they went to work or to exclude items like cars when calculating their -
assets for the purposes of program eligibility.

Welfare reform in 1996 pushed this further, abolishing AFDC and replacing it
with TANF — a new program based on block grants with time limits and a wide latitude

' Smith V: (July 30,:1999). Enrollment Increases in State CHIP Programs: December 1998 to June 1999.
Washmgton DC: The Kaiser Commission on the Future of Medicaid and the Uninsured.

'8 Patricia Anderson and Philip Levine, “Child Care and Mother’s Employment Decisions.” NBER
Working Paper No. W7058 March 1999.
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for states to design their own rules One consequence has been the prol1feratlon of rules
that allow people to continue to receive benefits wheri they first work and other
incentives like childcare, transportation, reimbursement of work-related expenses and
earnings supplements. The result has been a powerful incentive for people to move from
welfare to work — with evidence documented in one study indicating that measures like
these increased the employment rate by 2.8 to 11.8 petcentage points in different ,
~ experiments across the United States and Canada.' '

Welfare reform is working. Welfare rolls are down by nearly half to their lowest
level in 30 years, nearly four times more of those on welfare are working, and the
employment rate of people receiving welfare in the previous year has increased by 70
percent. All fifty states'are meeting the law-’s overall work requirement.

. Recent studies by the Urban Institute, the General Account1ng Ofﬁce and others
“have documented that the vast majority of recipients leave the rolls for _]ObS The recent
poverty statistics bear witness to.the tremendous gains that have been made by single
mothers as a result of the wide-range of policies I have discussed: poverty rates for
single women with children have fallen from 46.1 percent in 1993 to 38.7 percent in 1998
— a 16 percent decline.

At the same time, we cannot let ourselves lose sight of the fact that the job is not
done. More still needs to be done for families struggling to balance childcare needs for
jobs. More needs to be done to ensure that the many people who need and are eligible for
food stamps and Medicaid actually sign up for these programs. And we need to cont1nue
monitoring to ensure that people are indeed leaving welfare for good _]ObS

V1. THE CLINTON ECONOMIC OPPORTUNITY AGENDA: LIFTING UP
PEOPLE AND PLACES

The most frustrating and frequent debate in policy circles on economic
development is whether the focus should be on empowering people or places. The
President’s policies and common sense dictate a. focus on both.

AsTwill discuss, policies that give people the skills or mobility to move to jobs or
homes in other neighborhoods can be quite successful in creating opportunity and a
better, safer standard of living: Yet these strategies only confirm that neighborhoods and
schools matter — it hardly seems right to rely only on moving people out of poor
neighborhoods and into better neighborhoods without any effort to strengthen the
distressed ne1ghborhoods where people currently l1ve : :

'” Rebecca Blank, David Card, and Philip Robins, “Financial Incentives for Increasing Work and Income
Among Low-income Famllles » Joint Center for Poverty Research Working Paper February 1999 #1.

'® Pamela Loprest, “Families Who Left Welfare: How Are They Doing?” Urban Institute Discussion
Papers 99-02, 1999 and General Accounting Office, “Welfare Reform: Information on Former Recipients
Status,” April 1999. o

13




When the President and the Vice President ran for office, there was an
increasingly counter-productive tug-of-war between government and laissez-faire
approaches to our Nation’s struggling urban and rural communities. The President and
Vice President believe that there is a third way — an activist effort by government to bring
private sector capital, free enterprise and entrepreneurial activity to our nation’s '
underserved areas.

In order to accomplish this goal and breathe life into their third way vision,
President Clinton and Vice President Gore set out in 1993 to put in'placea
comprehensive community empowerment agenda. Among other things, this agenda has
included the creation of Empowerment Zones and Enterprise Communities, the
establishment of the Community Development Financial Institution Fund, the
Department of Housing and Urban Development’s Economic Development Initiative,
reform of the Community Reinvestment Act regulations, a greater commitment to
affordable housing, and the New Markets Initiative.

To focus private and pubhc sector resources and encourage local leadership'on -
transforming distressed communities, this Administration created the first-ever federal
Empowerment Zones and Enterprise Communities (EZs and ECs). Under the leadership
of Vice President Gore, as Chair of the Community Empowerment Board, we now have
designated two rounds of Empowerment Zones ~ 24 urban and 8 rural ones —and 115
additional Enterprise Communities, which are helping bring growth and economic
opportunity to some of the most economically-distressed communities in our nation.

This approach has proven successful. Early reports demonstrate that Round One
EZs are making major strides toward accomplishing their objectives. To date, '
Empowerment Zones/Enterprise Communities federal seed money has leveraged over
$10 billion in additional public and private sector investment in community revitalization
efforts.'” One study from the Rockefeller Institute labeled the EZ initiative “among the
most significant efforts launched by the federal government-in decades on behalf of this
nation’s distressed inner cities and rural areas,” and another report by Standard and Poors -
stated that “When successful, such- (EZ) efforts can contribute.to the 1m£>rovement ofa
local economy and lead to an 1mprovement in an issuer’s credit rating,”

To encourage the development of private lending' and investment institutions
focused on low- and moderate-income communities, this Administration has through the
creation of a Community Development Financial Institution (CDFI) Fund made over
$300 million in investments, grants, and loans to Community Development Financial
Institutions and mainstream financial institutions, helping to support a network.of

institutions that provide cap1ta1 to economrcally distressed communities. A study of the

' 1998 aggregate numbers from the HUD and USDA Performance Measurement Systems which rely on
_ self-reporting by the-EZs-and ECs

% Nelson A. Rockefeller Institute of Government “Empowerment Zone Initiative: Building a Community .

Plan For Strategic Change — Findings From the First Round of Assessment” 1997 and Standard & Poor’s

“Credit Week Municipal,” December 22, 1997. - For other studies, see GAQ, “Status of Empowerment

Zones.” GAO Report, December 1996, and Price Waterhouse, “The Urban Empowerment Zones:

Highlights from the First 18 Months.” September 1996. ‘ .
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first year of the CDFI Fund awards found that every $1 of Fund 1nvestments leveraged
nearly $17 in non-federal 1nvestments .

. To spur the development of nelghborhood transformmg economic development
projects, this Admlnlstrat1on under the leadership of Sécretary Andrew Cuomo,
established the Economic Development Initiative (EDI); which comblnes grants and low-
interest loans to leverage private 1nvestment for economic development. Over the past 5
years, $3.5 billion in EDI loan cornrmtrnents have been made — these will create an
estimated 300, 000 jobs in low- and moderate-income communities during the life of the
EDI program.”* ‘As part of the EDI program, the Department of Housing and Urban
Development (HUD) has launched the Community Empowerment Fund Trust, a pilot
program which will enable the pooling of loans and the creation of a private secondary
market for economic development loans. .

To make communities more livable for people and more attractive for economic
development, we passed a brownfields tax incentive to encourage private sector help in
cleaning up nearly 11,000 environmentally contaminated sites in our inner cities and rural
. areas, and bringing them back to life — and we asked Congress to make this incentive a
permanent part of our tax code. In an effort to expand private investment in affordable
housing, we have also made the Low-Income Housing Tax Credit permanent.

_ A
To boost additional community development lending by mainstream financial

institutions, this Administration reformed the Community Reinvestment Act (CRA)

regulations to emphasize performance standards — a move ultimately hailed by the

Independent Bankers Association of America as a big step in regulatory burden reduction

for community banks.”> The CRA today encourages financial institutions to provide ‘

capital to distressed communities, helping to build homes, creating jobs, and restoring

hope all across the country. According to the National Community Reinvestment

Coalition, the private sector has pledged nearly $1 trillion in.community development

loans since 1992 — an amount that represents over 95 percent of all CRA pledges made

since the legislation’s enactment in 1977. Lending commitments under CRA have : l

increased dramatically from the pre-1993 era, from an average of $2.6 billion per year

between 1977 and 1992 to about $180 billion the past 6 years.** In 1998, banks made

$16 billion in community development loans and $33 billion in small business loans in

low- and moderate-income communities.”> There is evidence that lending to minority

and low-income borrowers is also on the rise. From 1993 to 1998, the number of home

mortgage loans to African Americans have increased by 87 percent, to Hispanics by .62

percent, to Nat1ve Americans by 52 percent and to low and moderate income borrowers

by 64 percent S That is why the Whlte House, along w1th Secretary Rubin and Secretary

2! Community Development Financial Institution Fund, “CDFI Fund Survey of 1996 Awardees,” 1999. |
22 «Consolidated Annual Report To Congress For HUD’$ Community Development Programs,” 1996.
s Independent Bankers Association of America, Press Release, April 19, 1995,

* April 1999Report by the National Community Reinvestment Coalition, “CRA Dollar Commitments”
2 Federal Financial Institution Examinations Council Report on CRA, July 29, 1999.
% July 29, 1999, Federal Financial Inst1tut1on Examinations Council Report on Home Mortgage Disclosure
Act :

15




Summers, have taken a tough line agamst any efforts to weaken CRA in financial
modernization leglslatlon :

While the current economic expansion is one of the strongest in history, there are
still too many communities in our Nation that are defined more by their lack of
opportunity than by their prosperity. As our next step, the President this year challenged

- the private sector to’ join him in a New Markets Initiative to bring equity capital, jobs, and
economic opportunity to America’s most underserved urban and rural communities. The
* New Markets Initiative is designed to spur $15 billion in new investment in low- and
moderate-income communities through our New Markets Tax Credit and loan
guarantees. The New Markets Tax Credit is worth up to 25 percent of the original
* Investments in a wide range of vehicles and will be available to investment funds, banks
and institutions that are financing businesses in low- and moderate-income communities.

The New Markets Initiative also creates America’s Private Investment Companies
(APIC) — just as America’s support for the Overseas Private Investment Corporation
helped promote growth in emerging markets abroad, APIC will help encourage private
investment in our own country’s untapped markets. In addition, the New Markets
Initiative involves the creation of another new type of investment vehicle — the New
Markets Venture Capital (NMVC) firm. NMVC firms will provide incentives to increase
the availability of venture capital in low and moderate-income communities for small
businesses. Lastly, under the leadership of Administrator Aida Alvarez, the Small
Business Administration has begun a specific initiative to ensure that the existing Small
Business Investment Companies program reaches out to low and moderate income
communities.

Government can help provide the tools for businesses to grow through other
efforts that are part of the New Markets Initiative, such as BusinessLINC — a program
launched by the Vice President and supported by the Business Roundtable -- that
encourages mentoring and protégé relationships between small businesses and large
companies. These are examples of this Administration’s efforts to encourage more
private sector investment and partnerships in economically-distressed areas.

'*VII” NEW DIRECTIONS_ _IN_YESTIN G. IN_PEOPL ;

Investing in people has been a primary focus of the Clinton-Gore agenda from
day one. I will not even attempt to catalog everything that the Administration has done —
but I do want to point to six areas that we feel are critical to future poverty reduction and
are at stake in our current budget battle.

ﬁ’ {M’ovmg‘to_Opportun ltyT/*

| Research dating back to the Chicago Gautreaux case has shown that poor families
who are given the opportunity to move to better nelghborhoods have better educatlon and
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job experiences.”’” New research on HUD’s experimental housing mobility program —
moving to opportunity — in two separate studies in Boston and Baltimore shows that
increased housing mobility brings not only economic opportunity but also a 51gn1ﬁcant
reduction in behavioral problems for children, including reduced juvenile arrest rates,
injuries, victimization of crime, while having positive health and mental health impacts
for parents and heads of households.”® These are some of the reasons that this President
and Vice President believe that Secretary Cuomo’s efforts to add 100,000 housing
vouchers are a valuable anti-poverty proposal and worth fighting hard for in the current
VA- HUD appropriations b111

(Closing_the_Digital'—Divide /

As our nation seeks to close the race and income gaps that have too often divided
us, it’s critical that we not allow a new divide. We all know children who have become
computer literate at a young age and watched their knowledge accelerate as their older
relatives stagnate — still uncomfortable and awkward with the computer age. If we let a
generation of middle-class children grow up whizzing from one computer to another
while a generatlon of poorer children stays computer illiterate, we will be 51tt1ng by asa
new divide helps widen the race and income gap we seek to close.

History shows that public policy can make a difference in determining whether or
not the demand for higher-skilled workers creates higher wages across the board or '
instead leads to increasing wage 1nequa11ty

In the first three decades of this century, the United States faced the technological
‘challenge of adapting the economy and society to benefit from the invention of electr1c1ty
and the spread of mass production. At the same time, the “high school movement” in the
United States helped to produce an educated and skilled workforce to meet this challenge.
As aresult, people had the skills to benefit from the increasingly demanding jobs,
resulting in higher wages across-the-board and even a reduction in inequality.*®

%7 The two classic studies are by James Rosenbaum: “Black Pioneers — Do Their Moves to the Suburbs
Increase Economic Opportunity for Mothers and Children?” Housing Policy Debate 2, 1992 and

- “Changing the Geography of Opportunity by Expanding Residential Choice: Lessons from the Gautreaux
Program.” Housing Policy Debate 6, 1995. David Cutler and Edward Glaeser have shown that a decrease
in segregation would eliminate a substantial fraction of the black-white difference in schooling,
employment, and single parenthood, see “Are Ghettos Good or Bad?” Quarterly Journal of Economics
August 1997.
% Lawrence Katz, Jeffrey Kling, and Jeffrey Liebman “Movmg to Opportunity in Boston Early Impacts of
a Housing Mobility Program.” Harvard University, Princeton University, and NBER. September 1999 and
Jens Ludwig, Greg Duncan and Paul Hirschfield, “Urban Poverty and Juvenile Crime: Evidence from a
Randomized Housing-Mobility Experlment Joint Center for Poverty Research, Northwestern University
and University of Chicago, working paper. : :
% See the discussion in Lawrence Katz, “Technological Change, Computerlzatlon and the Wage
Structure.” Harvard University and NBER, September 1999.
%% Claudia Goldin and Lawrence Katz, “The Returns to Skill in the United States Across the Twentieth
Century.” NBER Working Paper No. W7126 May 1999.
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The question we face today is whether policy can help spur a wave of technology
literate workers who can meet the demands of the information economy with broadly
shared gains in income. The challenge i is significant. Households with incomes over
$75,000 are 20 times more likely to be connected to the Internet than the poorest families
and nine time more likely to have a computer. Black and Hispanic families are less than
40 percent as hkely as white families to have access to'the Internet at home. 3

The President and the Vice President deserve signiﬁcant credit for seizing on this
issue at an early stage. Under their leadership, investment in educational technology has
risen by more than 3,000 percent — from $23 million to $698 million through our new
Technology Literacy Challenge initiative which asks each state to create a plan to close
the digital divide. The E-Rate provides $2.25billion in discounts to community schools
and libraries that want to connect to the Internet — where poorer schools are eligible for
90 percent discounts. Through our technology literacy initiative and E-Rate, nearly $3
billion a year is now being spent to bring technology literacy to all Americans.

~ This year we are fighting — so far unsuccessfully — to fully fund our next steps and
to ensure middle schools have teachers trained in technology and to expand dramatically
our Community Technology Centers — to bring computer learning to the places in our
poorest neighborhoods most likely to serve disadvantaged young people.

)

gnvesting in_Children-From-Birth®

Everything we know about the importance of learning, and everything we know
about the exceptionally high poverty rates for African-American and Hispanic children,
and everything we believe about tievalue-of-a-fair-start-in-lifey compels us to focus
attention on the education and health of a child from the earliest possible time. That’s
why even in the toughest budget ﬁghts the President has always insisted on budget
increases in WIC and Head Start.

As Mrs. Clinton emphasized in her 1997 White House conference on early
childhood development, pre-school that begins at age 4 may be too late for America’s
children. Scientists have determined that the human brain achieves approximately 90 - -
percent of its total growth by age 3. 32" And the data demonstrates that experiences in a
baby’s earliest months help determine a person’s phys1cal and mental health, and ability
to learn over a lifetime.

To do this, Wéhave Hotonly-expanded-Head- Stairt—ai’lﬁi‘"s‘etea~goal-”0”f reaching-oné®
¢million-participants-by-2002~= participation-is now-at-833;000=but also_have'created &>

sEarly-Head-Start-in-1994-to- prov1de'c‘o“m’brehenswe ~early-childhood- development SErvicess—
gfor 0=3-yearo o]d”j : :

3! NTIA, “Falling Through the Net: 'Defining the Digital Divide”, July 1999.
*2 Rand Foundation, “Investing in Our Children, What We Know and Don’t Know About the Costs and
Benefits of Early Childhood Interventions.” 1998.
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And wé’ve also proposed the creation of a $3 billion Early Learning Fund that -
would boost community efforts to improve child care for the youngest children through
home visitation (where a nurse or trained professional comes in'to counsel new parents
about development and health issues), parent counseling, efforts to help parents find child

- care, and a variety of other activities focused on early childhood. ‘

. rInspiring Disadvantaged Youtns t0_ G0 to_( College and. Enabllng Them To_Finishz>

‘We are clearly proud of the efforts we have made through the D1rect Student Loan -
~ programs, ourdncome-contingent.loan repayment-plans, “national-service,. HOPEZ>
£Scholarships;-increases in Pl Grantsjand the many other initiatives led by Secretary
Riley to open the doors of college to all young and older Americans. This is no doubt: a
wise public policy investment when we consider that each year that a person from a
disadvantaged background goes to college, he or she increase h1s or her projected lifetime-
earning by 8 to 15 percent

Yet if we are serious about the importance of a college educat1on we need to do
more in two often- neglected areas, the time before entry to college and the time after.
First, although more students are going to college, there are still many from
disadvantaged backgrounds that lack the hope, expectations, and incentives to choose
college over dropping out.. But getting students to enroll in college is only the first step.
The second often- neglected challenge is keeping them there, reversing the trend toward
greater college enrollment being accompanied by lower college completions. 34

1

Mentoring Programs, GEAR-UP, and Preventing Children from Dropping Out

We have too.often failed to focus on encouraging adolescents to stay in school
and go to college. While excellent programs like TRIO do exist, when one considers the
differential between the difficulty of getting dropouts back on track — and the disturbingly
high Hispanic drop out rate — and the benefits of higher education, this is an area that
deserves considerably more attention from public policy makers.

In seeking to get dropouts back on track it is important to reject the congressional
.impulse to thinly distribute funds geographically. Instead we have focused on providing
concentrated benefits so that enough opportunities are offered in-particular
neighborhoods so that a dropout who says no to the streets will face some critical mass of
* peer support instead of ridicule and ostracism for doing the right thing. 35 Our new $250
million Youth Opportunities Act — which Sec: Herman calls the “YO” program — follows
that research by concentrating its-benefits in 25-30 communities to help 58,000 '
disadvantaged youth between 14-21 years old. .The'fact that this has been zeroed out in

3 David Card, “Earnmgs Schooling, and Ab1l1ty Revisited.” Prmceton UmverS1ty, Industrial Relat10ns
Section Working Paper No. 311, May 1994. _
3* Caroline Hoxby, “Tax Incentives for Higher Educat10n ” Tax Polzcy and the Economy 121998 MIT
Press: Cambridge.

% For the importance of these effects, see Anne Case and Lawrence Katz, “The Company You Keep: The
Effects of Family and Neighborhood on Disadvantaged Youths National Bureau of Economic Research
Working Paper 3705, May 1991. ;
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the House Republlcan budget is one more reason that overall fiscal pohcy is not
sufficient.

Although the YO program is smart and well- designed there is also no question
that getting young people back on track after they have dropped out has historically been
one of the most difficult pubhc policy tasks. -

The best approach — conﬁrmed by both research and common sense — is-to reach
disadvantaged youth at a young age, to provide continuity through one-on-one mentors _
and role-models, and most of all, to encourage the expectation that they will finish high
school and go to college.*® One striking example comes from a recent study by
Public/Private Ventures of Big Brother/Big Sister.programs. The results, based on a
scientific random experiment, are striking. - Children in Little Brother / Little Sister
_programs were 46 percent less likely to start abusing drugs, 27 percent less likely to start
abusing alcohol, 52 percent less likely to sk1p a day of school, and 37 percent less llkely
to lie to a parent.””

~ Perhaps even more striking is the success of the Quantum Opportunities Program,
a comprehensive program that works with disadvantaged youths from ninth grade
through twelfth grade, providing depth of service, continuity, and a sense of community.
-One study found that students in this program, compared to youths that were not, were
more likely to graduate from high school (63 percent versus 42 péercent); more likely to
attend a four-year college (18 percent versus 5 percent), and less likely to become teen
parents (24 percent versus 38 percent)

Eugene Lang’s “I Have A Dream” program reaches out to disadvantaged youth at
a young age with the promise of college while challenging private sector individuals to
play the role of mentors and role models. In city after city, the overwhelming majority of
young people in this program graduate from high school despite the fact that they live in
neighborhoods where the overwhelmlng ma]orlty of their peers drop out.”’

, "Last year, using these prograrns and research as models and inspiration, the _
President proposed and signed the new GEAR-UP initiative. GEAR-UP asks colleges to

*® For an overview of the research emphasizing these themes see Lawrence Katz, “Active Labor Market
Policies to Expand Employment and Opportunity.” In Reducing Unemployment: Current [ssues and
Policy Optzons Proceedings of a Symposium of the Federal Reserve Bank of Kansas City, August, 1994.

*7 Joseph Tierney and Jean Baldwin Grossman, with Nancy Resch, “Making a Difference: an Impact Study
'of Big Brothers / Big Sisters.” A report By Public/Private Ventures, November, 1995.

¥ Andrew Hahn, with Tom Leavitt and Paul Aaron, “Evaluation of the Quantum Opportunltles Program
(QOP): Did the Program Work?” Brandeis University, June 1994.

** Arthur Levine, the President of Teachers College, Columbia University, writes, “The results of Lang’s
efforts were astounding. Ten years after he first made his promise, 90 percent of P.S. 121 sixth-graders had
graduated from high school or obtained a GED degree. (The original estimate, based on prior history, was
that at least 75 percent of the students would drop out of school.)” In Arthur Levine and Jana Nidiffer,
Beating the Odds: How the Poor Get into College, 1996, Jossey-Bass Publishers, San Francisco. For
documentation of how the “I Have a Dream” program has improved educational outcomes, see Robert
McGrath and Judy Hayman “The Paterson New Jersey, I Have a Dream Program: Academic Performance
and Outcomes.” 1999, Fairleigh Dickinson University, Teaneck, New Jersey.
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work with non-proﬁt_s'to adopt classes of middle school students from nearby

-disadvantaged schools and stay with these classes through the end of high school,
providing information about college, and one-on-one mentoring with college students or
local professionals, Most of all, GEAR-UP gives many young people the gift that many
of us were lucky enough to have automatically: the strong and sustained expectation that
whatever the temptations of adolescence are to go off track, we would graduate and go to
college. The Ford Foundation has highly praised this new initiative and is working with
the first partnerships. One of the best things we can do is invest in this type of initiative,
a program that gives hope and high expectations to disadvantaged young people. While
several Republicans, including Congressman Mark Souder and Senator James Jeffords,
joined the White House and Congressman Chaka Fattah in helping to pass this
legislation, it was eliminated in the bill voted out of the House Subcommittee on Labor,
Health, and Human Services. This happened even as the Administration seeks to
increase its funding to help meet the overload of demand expressed in the first
competition. '

America’s Quiet Crisis: Enabling People to Finish College

~ Although there has been great and deserved focus on getting disadvantaged and
minority young people into college, too little attention has been paid to ensure that those
young people who enter college — either two- or four-year institutions — stay there.
" Although the college completion rate has been falhng, this quiet crisis has yet to receive
the attention that 1t merlts

‘Although Amer1ca has the h1ghest college enrollment rate in the world its college
completion rate is toward the bottom of OECD countries.*® Roughly one-third of
community college students drop out by the end of the first semester — and about one-half
leave within the first year. Among four-year-students, attrition is highest in the first two
years. This problem is particularly acute in certain minority communities. Although
Hispanic high school graduates are as likely to attend college as whites, their college
completion rates are much lower.*' 29 percent of African Americans and 31 percent of
Hispanics drop out of college after less than one year, compared to 18 percent of whites.
48 percent of African Americans and 50 percent of Hispanics drop out by the end of the
first year. And-only 11 percent of African Amerlcans and 10 percent:of Hispanics finish
college as compared to 24 percent of whites.*?

Thls quiet crisis in college education needs more attention from all of us. We
need to make it a priority. We need to carefully analyze issues related to college aid and
support services, as well as programs around the country that provide intensive summer

- programs or pre-college education boot camps, to help low-income and minority h1gh
school students enter college ready to succeed. '

*® Organization for Economic Cooperatioh and Development Educatzon at a Glance: OECD Indzcators
1998, OECD:. Paris, 1998.
- * See Philip Ganderton and Richard Santos “H1span1c College Attendance and Completion: Ev1dence

- from the High School and Beyond Surveys.” Economics of Education Review 14(1), 1995.
2Us. Department of Education, “Trends in Postsecondary Credit Production, 1972 and 1980 High School
Graduates.” National Center for Education Statistics, June 1990
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Reducing Widow Poverty

- While policy makers often celebrate the dramatic reduction in elderly poverty, .
particularly since the creation and expansion of Medicare, the recent policy debate on
Social Security has opened the eyes of many Americans to the fact that within those low
elderly poverty rates lie very different circumstances for different portions of the elderly
population. While married elderly women for example have extremely low poverty rates
of less than 5 percent, the poverty rates for elderly widowed women who often live alone
is at a. d1sturb1ngly high rate of 18 percent '

One of the 1mportant reasons for addressing Social Security reform sooner rather
than later is not only the opportunity to extend solvency for most of the 21st century, but
also to address the flaws in the Social Security system that are certainly contributing to
this unacceptable high poverty rate for elderly women living alone. '

There are several ideas for how best to address this including proposals to
increase the percentage of Social Security benefits that a widow is eligible for after her
~ husband passes away. On a related issue, experts who are examining whether or not the
measure of the poverty rate should be altered, have become increasingly concerned that
the current poverty rate formula does not adequately account for the huge degree of out-
of-pocket health costs that many elderly Americans pay for. If a new standard is devised,
‘the adjustment for the poverty of single elderly women.could be even higher, showing
again further evidence that comprehensive Medicare and Social Security reform
addressing both solvency and poverty-relatéd issues should remain a top priority for
Congress and this Administration. '

Closing Wealth Inequality Through Universal Savings

~ Before closing, I want to briefly move from the issue of income and wage
inequality to wealth inequality. The gap between the wealth of the rich and poor, like the
income gap, is very large. The wealthiest 6 percent of the population have almost half of
-all of the assets. The typical white (non- Hlspanlc) family has $73,900 in ﬁnanc1al assets,
whlle the typical African Amencan or Hlspanlc family has only $16 500

Perhaps even larger is the gap between those who part1crpate in financial markets
and save for retirement and those who do not. According to the Department of the
Treasury, 73 mllllon Americans workers and their spouses are not.covered by any
employer- sponsored retirement plan. According to Census data, only 10 percent of the
bottom 40 percent of households had [RAs or Keoghs in 1993 Glenn Loury has pointed

“*National Economic Council, Interagency Working Group on Social Security, “Women and Retirement
Security.” October 1998.

. * Based on the Survey of Consumer Finances as drscussed in Arthur Kenmckell Martha Starr- McCluer
_ and Annika Sundén, “Family Finances in the U.S.: Recent Evidence from the Survey of Consumer
Finances.” Federal Reserve Bulletzn Vol. 83, January 1997
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out that only 14 percent of African Amencans owned mutual funds in 1994, compaied to .
41 percent for the population as a whole.* '

This financial participation gap has been felt especially strongly over the last.
decade, and particularly over the last several years, as Americans who were fortunate
enough to have savings they could invest in the stock market, through tax preferred IRAs
or employer provided pensions, have experienced a s1gn1ﬁcant increase in their wealth
and retirement security. Those w1thout the savings to invest in the market have certainly
been left behind.

In our tax system, we today give significant incentives — exclusions from taxable
income — to employer provided pension, IRAs, and 401ks, in order to encourage
Americans to save. Our choice to provide incentives for such -savings is clearly based on
the public policy determination that we benefit as a nation when our savings rate is higher
and when individuals take more responsibility for their retirement security. Yet the
-unfortunate irony is that by designing such incentives only in the form of tax deductions
and income exclusions, we leave out the very Americans who have the lowest income
and the hardest time saving because their income is almost entirely consumed by the
basic necessities of life.

By what possible public policy rationale do we justify the fact that less thelm'IO
percent of tax incentives for savings and retirement go to families making under
$50,0007*® For the large number of families in the bottom two quintiles that pay little
income tax, such incentives are an empty offer. Most cannot afford to save virtually
anything; many owe no income taxes because of their low income and even those who -
can save a little get only 15 cents to the dollar as an incentive — far below what is offered
to those in the upper-income brackets. If we are serious about closing the wealth
inequality gap, if weare serious about encouraging more low-income Americans to save '
for their retirement to participate in the process of investment, wealth creation and the
wonders of compound returns, then we need to find new proposals that will let all
Americans part101pate in savings and wealth creation.

The President’s Universal Savings Accounts (USA’s) seek to do just this. These
accounts would give an automatic tax credit to low- and moderate-income working
families so that those families would have-an individual savings account and then they
would provide matching returns to encourage Americans to contribute their own savings
as well. Whether or not the USA account is the only way to achieve this goal, I believe
that these are the type of savings and wealth creation incentives that must be provided for
all Americans — even those at the lowest income bracket — if we are to close the wealth
inequality gap in the future.

% Glenn Loury, “Opting Out of the Boom: Why More Blacks Don’t Invest.” New York Times June 7,
1998. '
% Department of Treasury. .
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VIIL CONCLUSION

I have tried today to marshal evidence to demonstrate thatgmhcyﬁ,efforts top
GCIUCEPONErtY And increase CCONOMIC_ Opportunity. have significant cost .b'eheﬁt.sav.t_-ngsy
<rforoursOEiety and are-consistent with a_pro-growth economic strategy# Yet I would be

being less than straight-forward if I suggested that I believe that the justification for our
anti-poverty and economic opportunity efforts rest solely on efﬁ01ency or economic
growth. - :

" We are a country that not only tolerates, but truly celebrates the wealth and riches
any American can fairly earn by virtue of their hard work, skill, innovation,
- entrepreneurship, or even dumb luck. The core of our strong belief in our unique
American value of free enterprise is the specific American value that any one person can
rise by virtue of their individual talent and efforts. :

And while there will alwa'ys be the rare individual who will rise from the cruelest
of situations, there are too many neighborhoods, too many streets, too many families
‘where a child born today faces overwhelming obstacles. When the accident of birth and
not the content of one’s efforts and God-given talents becomes the best indicator of too
many children’s life opportunities, it strikes at the heart of our belief system.

When more than one-third of all African-American and Hispanic children are
born into poverty, when a single street ina single city marks a divide between children
born into a home with computerized Pokemon games and children born into. homes with
inferior nutrition, low educational aspirations, and neighborhoods with failing schools
and crime-filled streets, we fail to live up to the values and aspirations we hold dear. Yet
EVeTyAdedicated mentor;everyisuceessful-pre-school-programseyery-excellentiteachersy>

EVEry-creativiesafterzschoolprogram; every. addltlonal |- collegE grant can make-our-ideals;as .

_little-more:real:foreach-child touched by such-an‘epportunity:who;choosesitoraccept-thew

" Zesponsibilityitertake advantage of it#’Beneath the big picture politics, the headline
soundbites, and the defining issues for the next election, are a multitude of below-the-
screen budgetary decisions that each by themselves will determine whether another
10,000 or 100,000 or even one million young people will get such an opportumty Shame
on all of us if we-ever forget that. v
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TABLE'1

. POVERTY RATES FOR SELECTED GROUPS

- 1993 - 1998 Percent | 1998 Is the
| | Change Lowest
L ' | -~ Since
All Persons - 151 12.7 - -15.9% - 1979
Black , 33.1 26.1 -21.1% Record
Hispanic 30.6 25.6 -16.3% 1979
Children L 227 18.9 -16.7% 1980
Black children 46.1 36.7 -20.4% | - Record
Hispanic children 40.9 344 -15.9% .| Record
Single mothers . 46.1 38.7 -16.1% - Record
Black single mothers 57.7 47.5 -17.7% Record .
Hispanic single - 60.5 52.2 - -13.7% Record
mothers o ‘ ' ‘ o B
Elderly 12.2 10.5 -13.9% - Record

(Note: the poverty threshold for a famlly of four is $16 660)

TABLE 2 o o
NUMBER OF PEOPLE IN POVERTY FOR SELECTED GROUPS ;
(thousands) '
1993 . |+ 1998 . Change,
| All Persons . 39,265 . 34,476 -4,789
Black - 10,877 - 9,091 -1,786
Hispanic ‘ - 8,126 | 8,070 -56
Children . . 15,727 - 13,467 -2,260
Black children . 5,125 | 4,151 -974
| Hispanic children = | 3,873 . 3,837 -36
Single mothers 4,424 3,831 - =593
‘Black single mothers 1,780 - -{ . 1,397 -383
Hispanic single 706. 707 . +1*
mothers » . ' . 4
Elderly- . , 3,755 - 3,386 | - -369

- Note: This population grew 16.1 percent between 1993 and 1998.
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T TABLE3

CHANGE IN INCOME
1993 1998 Increase
All families - 41,691 46,737 +5,046
Black families 24,300 1 29,404 . +5,104
Hispanic families |- 26,682 29,608 +2,926
Married couple 48,511 - 54,180 +5,669
Single female 19,676 . 22,163, - +2,487.
TABLE4 ‘ ‘
ANCOME GROW.TH.FROM_-1981-19987"
1981 1993 1998 | 1981-93 |~1993<98»
All families . 40,502 | 41,691 | 46,737 2.9% 12.1%
Black families 24,000 24,300 29,404 1.3% 21.0%
Hispanic families | 29,671 | 26,682 | 29,608 | -10.1% 11.0%
Bottom quintile 8,749 8,361 9,223 -4.4% 10.3%
Second quintile 20,966 21,044 | 23,288 | 0.4% 10.7%
Third quintile 34,628 35,276 | 38,967 |  1.9% 10.5%
Fourth quintile 51,581 | 54,821 60,266 |  6.3% 9.9%
Top quintile 90,350 | 114,216 | 127,529 | 26.4% 11.7%
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TABLE 5

GROWTH IN SELECTED POVERTY-REDUCTION PROGRAMS
(In millions of dollars)

FY ~ FY.. - Growth Increase
' 1993 1999 - 1993-99 | 1993-99
Head Start 23776 4,660 ‘_*_68% +1,884
wiC 2,928 3,924 +34% +996
EITC (calendar year | . 5 545 31,855 | +105% | +16,318
estimates) , ,
DlslocatedWorker 517 1,406 C¥172% +889
Funding v
Job Corps | 966 1309 | +36% +343
Pell Grants Max. 1$2,300. $3,125 +36% +$825
| Award o K -

* Dollars per person.
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TABLEG,

POVERTY WITH AND WITHOUT THE EITC

POVERTY RATE PEOPLE IN POVERTY
v | - (thousands)
S w/o EITC | w/EITC Lifted Out ‘w/o EITC | w/EITC | Lifted Out
1992 16.2 - 15.2 1.0 41,561 38,995 2,565
1993 163 15.5 0.8 42,262 40,188 2,074
1994 15.8 14.6 1.2 41,335 38,196 3,139
1995 14.8 13.4 1.4 39,032 35,340 3,692
1996 14.9 133 7 1.6 39,666 , 35,407 . 4,259
1997 14.3 127 1.6 38,393 34,097 4,296
1998 13.6 12.0 1.6 36,864 | 32,527 4,337

Note: poverty without the EITC is Census definition 1a and with the EITC is Census

definition lb

. TABLE 7
POVERTY WITH AND WITHOUT THE EITC IN-1998
' POVERTY RATE PEOPLE IN POVERTY
L (thousands)
w/o EITC | w/EITC Lifted | w/o EITC | w/EITC Lifted
, o Out. i Out
Americans 136 | 120 1.6 36,864 | 32,527 4,337
Black 27.6 | 1 245 3.1 9,626 " 8,545 1,081
Hispanic - 274" 23.6 3.8 8,635 7,438 1,198
Children 202 "~ 17.0 3.2 14,410 12,127 2,283
Black 38.5 32.9 5.6 4,357 3,723 634
children ' , : ' : _
"| Hispanic 36.6 30.9 5.7 4,082 3,446 636
Children _ . ~ ' -
Single mom 432 36.7 6.5 12,614 10,716 1,898

- Note: poverty without the EITC is Census definition 1a and with the EITC is Census

definition 1b.
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APPENDIX 1 - THE CLINTON ADMINISTRATION’S CONTRIBUTION TO
POLICIES TO HELP PEOPLE LIFT THEMSELVES OUT OF POVERTY

J"REWARDING W’O‘RK”}

@panded EITCgto Put Money Back in Working Families’ Pockets
e The EITC helps working families supplement their earnings through tax credits. In
President Clinton’s 1993 Economic Plan, EITC was expanded to make work pay for
15 million working families. " ‘

e In 1998, the EITC lifted 4.3 million Americans out of poverty — more than twice as
many as in 1993. The average family received an EITC credit of $1,890.

gMinimum WagggHike Increased Pay By $1,800 for Full- time Workers
"o In 1996, the President and Vice President fought for and won a minimum wage
increase from $4.25 to $5.15 per hour for nearly 10 million workers

e Now, the President is fighting for another minimum wage increase —$1 over two
years — to make work pay for 11.4 million workers and help ensure that parents who
work hard and play by the rules can raise their children out of poverty.

§Provided:Health CardfoL.ow-Income Working Families &

e The President has successfully fought to increase low-income families’ access to
health care by allowing states to expand Medicaid to cover low-income two-parent
families who work and working with states to ensure that uninsured families receive
Medicaid when eligible. '

- Enacted-Single Largest.Investment in Health Care for Childrénfsince 1965
e The President, with bipartisan support from the Congress, created the Children’s
Health Insurance Program (CHIP). The Balanced Budget Act of 1997 allocated $24
billion over five years to provide affordable health insurance to children in families
. with incomes too high to qualify for Medicaid but too low to purchase private
insurance through State-designed programs.

e On September 8, 1999, President Clinton announced that all 50 states and every
territory are participating in this new program, bringing us closer to our goal of
providing insurance for up to 5 million children through a combrnatron of Medicaid
“and CHIP. ~ -

(I_r_nproved”’Ac_c_ess.‘td-Afforda’ble-and:Qﬁ'ﬁlity‘Child'Care:jj £
e Under the Clinton-Gore Administration, federal funding for child care has increased
by 80 percent, helping parents pay for the care of about 1.25 million children.

e The 1996 welfare reform law increased child care funding by $4 billion over six years
to provide child care assistance to families moving from welfare to work. Last year,
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the President succeeded in securing $140 million in new funds for after- school care
and $173 million for child care quallty activities.

GIni't’iatmmn “Welfare-to-Work Imtlatlve:)

* The Clinton-Gore Administration fought for a $3 billion Welfare to-Work initiative
as part of the 1997 Balanced Budget Agreement.

During FY 1998 and FY 1999, nearly $2.7 billion in grants have been awarded to

states, local communities, and tribes across the nation to help long-term welfare

recipients, and certain low-income fathers, work and support their families.

- Funds are targeted at individuals andncommunities facing the greatest challenges. To

date, these resources are helping.nearly 100,000 individuals to get or keep a job.

Helping. People-Get-to Work*

With the Administration’s leadershlp, the Transportation Equity Act for the 21st

~Century (TEA-21) authorized $750 million over five years for the President’s Job
* Access Initiative and reverse commute grants.

The Omnibus Budget Act included $75 million for this program in FY 1999, and in
May, Vice President Gore awarded grants to 179 communities in'42 states around the
country to assist states and localities to develop flexible transportatlon alternatives for
welfare rec1p1ents and other low-income workers.

Welfare-to Work Housing Vouchers

In 1999, the President proposed and Congress approved $283 million for 50,000 new
housing vouchers for current and former welfare recipients who need housing
assistance to get or keep a job.

Families will use these welfare-to-work housing vouchers to move closer to anew
job, to reduce a long commute, or to secure more stable housing that will help
eliminate emergenc1es Wthh keep them from getting to work every day on time.

Helpmg People Who Want to Work but Can’t Find a Job

Acknowledging that finding a job often takes time, the Balanced Budget Act of 1997
provided funds for work slots and food stamp benefits to help those who are willing
to work, but through no fault of their own, have not yet found employment.

Passage of Welfare-to-Work Tax Credit and Work Opportunity Tax Credit

The Welfare-to-Work Tax Credit, enaetedin the 1997 Balanced Budget Agreement,
provides a credit equal to 35 percent of the first $10,000 in wages in the first year of
employment, and 50 percent of the first.$10,000 in wages in the second year, to
encourage the hiring and retention of long-term welfare recipients.
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e This credit complements the Work Opportunity Tax Credit, which expands eligible - |
businesses to include those who hire young adults living in Empowerment Zones and
Enterprise Communities.

e InFY 1999 the President requested and Congress accepted extend1ng the credit
through Tune 30,.1999. , -

2. ‘SUPPORTING HARD-PRESSED WORKING FAMILIES

Introduced $500 Per-Child Tax Credlt Benefitmg 13 Million Children from Low-

income Families

o 27 million families with 45 million children are rece1v1ng the $500 per-child tax
credit included in.the 1997 Balanced Budget Agreement

i

e Asaresult of the President’s efforts, 13 million children from families receiving the -
- EITC will also benefit from the $500 child tax credit. :

Increased WIC by $1 Bllllon
e Under President Clinton, participation in WIC has expanded by 1.7 million ~ from 5.7

million in 1993 to 7.4 million women, infants, and chlldren in 1999. Fundlng has
risen from $2.9 billion to $3 9 billion. ’

Helping Working Famllles to Buy Food
e InJuly 1999, the President took executive actions to help ensure Worklng families
who need Food Stamps have access. These steps include:
¥ new policy guidance making it easier for working families to own a car and st111
receive food stamps : :
¥ new regulations simplifying rules so that fam111es do not have to report income as
" often and states won’t be. penahzed for small errors in projecting famlhes future
earnings .
Y anew pubhc educatlon campaign to educate worklng families about food stamps

Established of Individual Development Accounts (IDAs)

e In 1992, the President proposed to establish IDAs to empower low-income families to
save for a first home, post-secondary education, or to start a new business. .The 1996
welfare reform law authorized the use of welfare block grants to create IDAs.

e Last year, the President signed legislation creating'a five-year IDA demonstration
program for low-income households. The first 40 grants announced in September
'will match the sav1ngs of 10,000 working families.

Providing Communlty Resources

¢ Community Development Block Grant (CDBG) funds act1v1t1es such as economic
and neighborhood revitalization, job creation, public services, community
development and renewal of distressed communities.
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e In 1999, CDBG funds as51sted nearly 200, 000 households in up to 900 communities
~around the country that are eligible for CDBG fundmg

3. INVESTMENTS IN EDUCATION: FROM HEAD START TO GEAR-UP TO PELL GRANTS

Expanded Head Start By Nearly 70-Percent

e Since 1993, President Clinton and Congresswnal Democrats have expanded Head
Start by 57 percent from nearly $2.8 billion in FY 1993 to nearly $4.7 billion in
FY 1999. ‘ A

e The program now serves an estimated 835, 000 children, reaching more kids than at
any time since its creation in 1965 and ‘more than 200, 000 additional children than in
1992. '

Launched the Reading Excellence Program

e Two years ago, President Clinton launched the America Reads Challenge a multl-
faceted effort to help states and communities ensure that all children can read well .
and 1ndependently by the end of the third grade. '

. ‘The program rece1ved $260 million 1n-FY 1999 and another $286 million has been
requested in FY 2000 to allow the program to continue. The funds help to train
reading-tutors and coordinate after-school, weekend and summer reading programs

- linked to in-school instruction. In addition, over 1,000 colleges have pledged to use

' federally- -financed work-study pos1t1ons for tutoring programs.

.Helplng Students Most in Need -
o Title I funds provide over $8 billion to help 11 million low-income students benefit
. from higher expectations and a challenglng curriculum geared to higher standards.

Strong Investments in Educational Technology
¢ The Clinton-Gore Administration has made strong investments in educatlonal
technology. Funding for education technology at the Department of Education has
increased from $23 million (FY 1993) to $698 m1lllon (FY 1999) to $801 mllllon :
- (FY 2000 request)

o States and local communities are given a great deal of flexibility in how they use the
money for computers teacher tralmng and software -- but they are’ required to
develop a plan for ensuring equity.

e The “E-rate” provides $2.25 billion in discounts to connect schools and libraries to
the Internet. Discounts are 90 percent for the poorest schools that need it most, and
20 percent for the wealthiest schools. -E-rate was a critical part of the-
Telecommunications Act of 1996, which the President signed into law.
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Provxdmg Safe After-School Opportunities

Under the Clinton-Gore Administration, the 21st Century Community Learnlng
Centers program has been expanded to provide safe and academically enriching after-
school opportunities for nearly 400,000 school-age children in rural and urban .
communities each year. - '

In his FY 2000 budget, the Pres1dent proposes to tr1p1e fundlng to $600 million,
reaching 1.1 mllhon students.

~ Creation of Youth Opportumty Grants

President Clinton proposed the $1.25 billion Youth Opportunltles Grants program, a
five year grants initiative that was authorized as part of the 1998 Workforce
Investment Act. This program focuses primarily on out-of-school youths. The
program provides them with job training and has a strong emphasis on mainstréaming

‘youth into the private sector, both in terms of immediate job placement and work-

based learning opportunities to increase long-term employment prospects.

The Youth Opportunltles program will receive $250 m11110n this fall and will make a
significant attack on concentrated poverty and unemployment. This initiative
represents a strong investment in Empowerment Zones and Communities and other

" urban and rural areas that are considered high-poverty areas.

The main goal of the program is to increase employment in the private sector,
increase college enrollment and decrease dropout rates.

- Creation of the GEAR- UP Initiative

Under the Clinton-Gore Administration, the new mentorrng initiative GEAR UP was
created to better prepare up to an estimated 260,000 low-income middle school

~ children for entrance to and success in higher education.

GEAR UP grants will fund partnerships involving more than 1,000 organizations,
such as the YMCA, Boys and Girls Clubs, 4-H programs, Salvation Army, libraries,
arts organizations, local chambers of commerce, and individual companies such as
Wal-Mart, Unisys,. Hewlett-Packard, Bell Atlantic, and the New York Times
Newspaper in Education Program. | 4

In August 1999, $120 million in grants were awarded to 164 partnershlps and 21
grants to states (for statewide program).

Assisting Mlgrant Children and Families

Migrant families face difficult obstacles to gaining the educatlon and training they
may need to improve their standard of living. President Clinton improved the
Migrant Education Program in the 1994 reauthorization, and won a 16 percent ‘
increase in FY 1999.
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Expanding Pell Grants

President Clinton and the Congressmnal Democrats have increased the Pell Grant
maximum grant amount from $2,300in FY 1993 to $3,215in 1999. In 1999, nearly 4
million students will receive a Pell Grant of up to $3,125, the largest maximum award
ever.

4. HELPING TO BRING PRIVATE ENTERPRISE AND CAPITAL TO DISTRESSED AREAS

Expanding Microenterprise Lending and Techmcal Assistance

Microenterprise development programs provide access to capital, other financial
services, and training to those traditionally bypassed by the mainstream financial .-
sector, ‘such as the poor women, minorities and those in economlcally distressed
areas.

President Clinton’s and Vice President Gore’s proposal also includes a doubiing of.
support for technical assistance in SBA’s Microloan Program and a doubling of
support for SBA lending to leverage over $75 million in new microlending.

The microenterprise strategy will also involve new funding for Individual |
Development Accounts (IDAs) and for SBA’s One-Stop Capital Shops.

Created the Community Development Financial Institutions (CDFI) Fund }
~ In 1994, President Clinton proposed and signed into law the CDFI Fund. Through

grants, loans, and equity investments, the Fund has created a network of approximately
270 CDFIs in distressed areas across the nation. CDFI activities leverage 1nvestments
from banks, foundations, and other sources.

Since the Fund’s creation, it has made more than $190 million in awards to community -
development institutions and financial institutions. This investment is expected to
leverage three to four times the amount of the investments in total capital raised for -
CDFIs over the next few years. In FY 1999, funding for the CDFI Fund was 1ncreased

- 19 percent to $95 mllhon

Strengthened and Slmpllﬁed the Community Reinvestment Act (CRA)

In April 1995, the Clinton-Gore Administration reformed the CRA regulatlons to
empha51ze performance.

According to the National Community Reinvestment Coalition (NCRC), the private
sector has pledged more than $1 trillion going forward in loans to distressed ‘
communities — and more than 95 percent of these ﬁnanc1al commltments have been
made since 1992. :

Banks made $18.6 bllhon in community development loans in 1997 alone Lending to
minority and low-income borrowers is also on the rise.
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135 Empowerment Zones and Enterprise Communities

" After pushing to have Empowerment Zones (EZs) and Enterprise Communities (ECs)

passed into law, the Clinton-Gore Administration has designated 135 urban and rural
EZs and ECs across the country. The First Round EZ/EC initiative, which included
105 EZs/ECs, was proposed by President Clinton and passed by Congress in 1993.

. The Second Round of 30 EZs/ECs was also proposed by the President, and in

FY 1999 the President and Congress provided first-year funding for the new EZs and
ECs. A ‘

Designated communities were chosen on the basis of their strategic revitalization
plans, and receive special incentives and resources to help carry out their plans. The
EZ/EC initiative has already leveraged over $10 billion in additional public and
private sector investment in community revitalization efforts.

The Economic Development Initiative (EDI) and Section 108 Loan Guarantee

EDI grants are used to infuse capital into community development projects, enhancing
the debt financing provided by the Section 108 loan guarantee program. To gether, the
programs support critical economic development in distressed communities.

Estimated jobs supported by EDI and the Section 108 loan guarantee have grown by
300,000 from 1994 to 1998. During this time period EDI and the Section 108 loan
guarantee program have funded $3.5 billion for more than 650 separate project '
commitments. ' :

Cleaning Up the Urban Environment through Brownfields Redevelopment

The Clinton-Gore Administration has launched a landmark effort, including the
Brownfields Tax Incentive, to clean up and redevelop Brownfields sites.

In total, the Brownfields action agerida has marshaled funds to clean up and redevelop

up to 5,000 properties, leveraging between $5 billion and $28 billion in private
investment and creating and supporting 196,000 jobs.
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APPENDIX 2 — THE' 1997 BALANCED'BU]')GET AGREEMENT ALLOCATED
MORE THAN $70 BILLION FOR FAMILIES EARNING LESS THAN $30,000

$18.5 Billion —~ Child Tax Credit for those Earning Less than $30,000
e Asaresult of the President’s efforts, 13 million children from families receiving the
' EITC will also benefit from the $500 child tax credit.

$24 Billion — Children’s Health Insurance -

e The President insisted on increasing the investment for children’s health from
$16 billion to $24 billion. Because of the President’s leadership, this budget
contained the largest investment in children’s health insurance since the enactment of
Medicaid in 1965. '

$1.5 Billion — To Help Pay Premiums for Low-income Medicare beneficiaries

e The Balanced Budget Act of 1997 established a “Qualified Individual” program to
help Medicare beneficiaries with incomes up to 175 percent of poverty pay thelr
premlums

'

$12 Billion — To Restore Benefits to Immigrants

e The President restored disability and health benefits for 350,000 legal immigrants
who are currently receiving assistance or become disabled, ensuring that they will not
be turned out of their homes, nursing facilities or become otherwise helpless.

$1.5 Billion — Food Stamps For Adults Looking For Work But Have Not Found Jobs
e The Balanced Budget Act of 1997 provided assistance through food stamps to help |
adults who want to work but have not yet found jobs.

$3 Billion — Welfare to Work Programs

e The President created a proposal that established a $3 b11110n Welfare to Work Jobs
Challenge to move long-term welfare recipients into lasting jobs through a range of
means including job placement efforts and wage subsidies for private employers.

$7 Billion (at least) — Largest Pell Grant increase in two decades

e Congress adopted President Clinton’s proposal to increase the ‘maximum Pell Grant to
$3,000 — the largest increase in two decades. Approximately 3.7 million students
have received the $300 increase, and an additional 220,000 low- and moderate-
income families that were not previously eligible received Pell Grants.

$3 Billion (at least) Tax Incentives to Revitalize Our Nation’s Dlstressed Urban

Areas |

¢ A new tax cut to help clean up and redevelop Brownfields, w1th a three year cost of
$1.5 billion expected to leverage more than $6 billion for private sector cleanups
nat10nw1de

e The budget also provided $1.65 billion for a second round of Empowerment Zones —
15 urban and 5 rural. ‘ :
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| APPENDIX 3 — THE CLINTON ADMINISTRATION’S NEW INITIATIVES Té -
HELP PEOPLE LIET THEMSELVES OUT OF POVERTY
. Téchno‘logy Literacy Program
e GEAR-UP Initiative |
¢ Reading Excellfen_ce Program
o Yogth Oppoftunity Grants
. Com‘r‘nunity Develvop‘me'r‘lt Financial Institutions Fund (CDFI)
g . Strengthéned and‘Simpliﬁed the Community Reinvestment Act (CRA)
e Empowerment Zones (EZS) andEnte'r’prise Cofnmunities (ECs) |
¢ Economic bcvelopment Initiative (EDI) and Section 108 'Lo‘aﬁ Guarantee
. Brownﬁeids Tax Incentive
*  $500 Per-Child Tax Credit
. Children’s Health Insurance Program (CHIP)
o 'Establlished. of Individual Develqpmént Accounts (IDAs)
o Welfare-to-Work Initiati\;e |
e Passage of Welfare-to-Work Tax _Credit and-Work Opportunity Tax Credit

e Welfare-to-Work Housing Vouchefs
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Tbmmy 'CUEE | |

Eight y‘ears ago, when I ran-fo'r Pfe’sideht, I 'stoé'd
| before an audience hefe in Washington and called for
change: f‘Changé in our pafty, Chéﬁge in dur national
'l‘eadership, and chahge in our country.” Change ﬁot for
~its own sake but beéaus'e the bld aﬁsﬁers WGrc'Obsélete,
‘becausé new conditi"Ons‘ démanded a new 'app‘ro'ach.f
What I said the.n4 — and Qhat We in thé DLC had Beén' )
saying fqr some time — was 'thvat our politics had to ‘
embody'the basic'valugs of obp‘ortunity, 'resp(.)nsibility, 3
and com_munity. Our parfy ﬁad t‘o“p.ursu'e' fheﬁi; our l

‘policies had to promote them. |
| A




~ Those of us who led th’e;cha.rge,v called ourselves New
. DerhoCrats_'ahd'our agelr!lda'tﬁheﬁ Third Way. But we were

quick to point out that labels don’t define a politician or a

political movement; ideas do.
Our ideas were bound to cause controversy in an -

America divided along the old lines of conflict, an

Amefic_a that was asking itself, after a decade of

deadening deﬁcits,.- “What went Wrong?” Al Gore and I
knew that to set things right_g we should not return to

policies more relevant to the probléms of the 1930s or the

~1960s. Nor would we réprise the gréat neglect of the

1980s. Insfead; we said that ‘g"ove,mm'er‘it'had to be'.'
slimmed aﬁd.trimmed andv.reinver"lted if it was evef goihg
to function as it do‘e’s best —as a ¢atalyst ~ as an active
partnerfo thé privaté sector in c'reatin_g.opportunity', jc‘)bs,~

and hope.




And we said that citizens had to take responsibility for
shaping their own lives and serving their own

‘communities.

Today, I think We can éay‘ w1th certairity —and no
‘small ‘meaSI‘Jre‘ of satisfactioti — that the argumént is over.
It’s been_putv to rest by the fecord. It’s been resolved by
seven years of :results _ meaSurable, Arema.rkable r.¢su1ts.:
the fastest economic gerthiin moré than 30 years; the
lowest unemploymeﬁt rate »‘a'nd‘ the s.'mal'l_est Welfére rolis
in 30'years; thé lowest povérty rate ih 20 ye'a'r.s’; the lowest
| murdér rat_e-»l 1n 30.,‘y./evars; the lavrvgest surphis in _almost 40
years; the highest home oWﬁership evver. In 'severa‘l .
‘weeks, AmeriCé wi'll'achieveAt‘he longest economic

-expansion in our history.




And every one of our'ZO'Mm.illioﬁ.néw j’ob,.s_ proves that it’s
possible — as I argued in 1991 —to “expand opporfunrty |

without expanding government.”

| ‘So‘ An_rerrcé béginé ’its jriumey fhrr)ugh' ’rhe 2‘15'.t 1
Century with greater prosperity and 'great4_er promise than
we have ever:knoWrr._ deay; 1 Wgnt to speak_ to you.labout |
‘What more we must do to fulﬁH that prorrrise — to seize
 this morn‘ent,‘th._is: _ghance of a lifet_imc — and fashion 'é new
era of oppdrtunity for all, responsibility frorr1 all,'l and

comrrlunity ofall.

Fifteen da}f/-‘sr from now, in my State of the Union
Address, 1 will propose an ambitious new agenda for a

new century.




I will put forth a new agenda rooted in re'spi"onsibility, and
a new agenda :to create a Wider and stronger community. '
But today I Want to talk about what I am calling my New
, Opportunity Agenda At 1ts coreis a 31mple powerful
fundamental principle: ,‘fOpportunlty for all.” ‘W_e,know |
that in these sevenyeare we liavl_e.‘. created more -
opportunity for more Americans than in any eemparable |
period in liistery. And we know that the economic
conditions We have created.— the virtuous eycle We have
set in motion —putv u.s. in a positionto achie.ve so much

| more. We can eXpand the",eircle ef epp'oftunity Wide
enough to include the men and Wemen at its margins, SO

that no one who’s Willing to work is left behind as our

nation moves ahead. We can, as Senator Lieberman or Al

From would say, expand the winner’s circle.
_ - s |




- The NeW'Opportunity Agenda builds on the vid.-eas I

put fofth in "1 992 and the I;rgigféss we have made in .t"h»e'
sev’en:years since. It isan ageﬁd‘a to renew ‘(‘)I.)portl'inity,
irewe»trd Wofk, and Vrekindle hope. It ad’vaﬁées our
undersfanding of what opportunity méans in an
Informaﬁon »Agé. Once; tCXibooks Wére céntfal toa
child’s eduéation; today, 'cémputers are. (:)n‘cle, _é'ninth—'
gfade educatic_)n.:_was ali aﬁyohe needed to get e‘t’job‘ for

| er; t(iday,. preé’chbol and lc[:ollle:g.evare,vcruc':ial,.and lin»ois',t of
us will éhéqgecareeré sgvéral timéS béfofe 'retir‘em’e‘rit-.j |
My New Opportunity Agenda_aécounts fof these new -
demahds of a new eéOno_my,‘and th.ese’ név&lf preSSUres on _‘ ,

working families.




- Ttalso hél‘ps a~s.§ure tha£ if yovu‘ work flard. andv pléy by' |
tﬁe rulés, you W111 have a"‘ dec.entv chance for ﬁuféélf and a
better er _fof ybur chiidren. That, after all, is the‘
Arﬁericaﬁ Dreafnybﬁ an&I we’r’é raised on. That‘"s. the |
| promiée I made Wﬁen I ran for Presidé:ﬁt._' And that’s been
,thé basic goal of So much ‘we ﬂaye doné _ from the
Earned Income Tax Credit to the miniinu_m wage, from
health cére tyo‘c“hﬁild.l Acar’e tb partn'efships tha£ have helped
_ millions of Americans mové frdm welfare to Wo'rkf

In the coming weeks I will have more to say about
fny New Oppo’rt’un_ityf Agénd‘é,.mor’e ideas to -offer on
reforming education, "rénewing families, closihg thé

digi’tal' divide, Qp“e-ning new markets, expahdipgaccess ‘to K
‘hvealth care and ¢hi1d care —er;rything ‘that wdrks

~ together to expand opportunity.'




But today I want to announce an iinpbrténf element of my

 plan, one that 1s emblemaﬁc "vo'f our overall approach; .

In ;my Staté of the U_nién Add‘reés, 'andin my budget
- for 20'01,. Tam ﬁr‘oposin}g a.substantial eXpansion of the
| Earned~ Iﬁcomé Tax Cfedit — a iargetedtax cut for low-
*income Working .families.’ AsI plédge_d in 1992, one of
- my first actions as Preéident was to eXparid the EITC. 1
- made the iargest single inve's.tmeht' in At'he working poor‘.‘in |
more than two dece}des, and hére‘,"slwhy: because thev  _
EITC isn’t juSt anéthcr acfbnym. The _.“E” iﬁ “BITC” is
- about earning. It’s aboﬁt workmg It’sv about taking _.

fespdnsibility and being rewarded for it.




1 beilieveth‘e éovernfnent, toe,;has a respensibility -
_part of its basic compact with our eitizen"s —.te make sure,
for families ‘like‘ the @Egs,.’that Werk pays; to make sure »
~ we reward work even as we restore ﬁ.scalhsdiseiplhine to our'-
gevermnent. In expandlng ".oppo'rtunity,' these incentives
to work..are every bit as -i,mportant 'as' 'eeOnomic grthh or

interest rates o.r debt Qrtde‘ﬁcit reduction. -‘And as studies

“ from.Harvard to Wisconsin eonﬁrm:" the EITCis a |
powerful incentive to work. It’s a ‘fulcrurn hy which
people lift themeelves ont of tmverty and into the middle N
" class. . In 1998, the EITC helped' more than‘4.3 million .
make the move. That S double the number in 1993. ‘This
tax credit is a major reason — along w1th the strength of
our economy, the rise 1n the m1n1mum.wage and
mevement of mllhons from Welfare to work — that there
are feWer people in pOVerty today than in 20 years. |




It he’lps explain Wflythe child poxferty rate is iowe'r fhan |
it’s béén in 20 years; a‘nd.whylchild po{ferty among o
'»AffiCaI.ll.‘Aine.ricans is the léwest on record. . ‘
‘Pr»e.c':'isely bécause we have made such progress, we
kndw -therv'ey ism(jre‘_we can 'dov'.' “'And Weknow what
- works. That is"why, today, I am prop'osing to expénd,an
| ‘inv_es‘tment that 1s al?éady expanding ‘c')pp(')rAtunity for |
«milliohs (»)‘f Ameficans. I am prdposing, 4ﬁrst, to eliﬁinate ‘
the mafriagé pénalty exacted by the EITC, makingsuré
| that this fax credif rew;c;rds,.fnarri.age, and family, j.uSt IEIIS it
rewards work. Second, I'am prOpOsing tov exﬁandthe
Earned Income Tax Credit for famil_ies‘ with three or more -
children. The pressuréé oh‘ these‘familiés rlse as their
| ranks increas_e_':" 28 p"e:'r-cent are 1n povefty, mofe -th'an» |
twiée the rate for sm}alleAr‘ familiés; - ‘
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Ou‘r"plan w0uld'proyide these familiés téx reli_éf that is up
- to $1,2OO more fha_r) w'hatl they nbw receive. Third, our | |
plén would give morepeople'moreinCentives to}'W(")r'k
| -thejrv Way iritq the rﬁiddle class. And fourth, 1t Would |
make it easier for recipienfs fo save for the future and for

their retirement.

| Fora farﬁily lik¢ A‘the _C_uE@, these new iﬁitiati_ves |
“would meai_h an addi.tion'a__l.l' téx Crédit of 1.1p'i_tyo' 2$85 0,
Helping the'rﬁ to provide for the_if childreﬁ, 6r own a home,
or bﬁy a Car tha';f m_al‘lkes.i_t easier to wdrk.- ', My budget
dedicates about $21 billion to these pribrifiés over the
ﬁexf 10 years %'incréasing,oﬂr"(i'ﬁVéstment"in people 'while

maintainirig the fiscal discipline that got us here.
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| '.“Opportunity for all” 1s more than a niarker of how

- far we have come; rt’s a r’nea‘s.ure of how far we can go. It
was Robert Kennedy who said: | “'_(;)ur éociety = aH our
values, our Viewe of each other,j and our oWn self-esteem;,
'the' contribution.we can rnake to ourselves, our families,
and the Community around ue —all these things are built
on the Work we do.” We must cont1nue to do all we can

-~ to affirm the dignity of work and dehver the rlghtful

| rewards for taking respons1b111ty.

This,'as__I ha\te saicl, isa great and unique moment for
America: a chance to vrene\fz‘v the Values of opportunity, ~
respons1b111ty, and commun1ty, a chance to fulﬁll the
ideals of our founders a chance to realize the full promlse -
of aprosperous nhatlon. Let us work together to build an
e\ten stronger America, and an even' better, :brighter future
* for all our people. Thank }'/ou.v |
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Eight years ago, when I ran for President, I stood before an audience here in Washington
and called for change: “Change in our party, change in our national leadership, and change in
our country.” Change not for its own sake but because the old answers were obsolete, because
new conditions demanded a new approach.

What I said then — and what we in the DLC had been saying for some time — was that our
politics had to embody the basic values of opportunity, responsibility, and community. Our
party had to pursue them; our policies had to promote them. - Those of us who led the charge
called ourselves New Democrats and our agenda the Third Way. But we were quick to point out
that labels don’t define a politician or a political movement; ideas do. '

Our ideas were bound to cause controversy in an America divided along the old lines of
conflict, an America that was asking itself, after a decade of deadening deficits, ““What went
wrong?” Al Gore and I knew that to set things right, we should not return to policies more
relevant to the problems of the 1930s or the 1960s. Nor would we reprise the great neglect of the
1980s. Instead, we said that government had to be slimmed and trimmed and reinvented if it was
ever going to function as it does best — as a catalyst — as an active partner to the private sector in
creating opportunity, jobs, and hope. And we said that citizens had to take responsibility for
shaping their own lives and serving their own communities.

Today, I think we can say with certainty — and no small measure of satisfaction — that the
argument is over. It’s been put to rest by the record. It’s been resolved by seven years of results
— measurable, remarkable results: the fastest economic growth in more than 30 years; the lowest
unemployment rate and the smallest welfare rolls in 30 years; the lowest poverty rate in 20 years;
the lowest murder rate in 30 years; the largest surplus in almost 40 years; the highest home
ownership ever. In several weeks, America will achieve the longest economic expansion in our
history. And every one of our 20 million new jobs proves that it’s possible —as I argued in 1991
—to “expand opportunity without expanding government.”

So America begins its journey through the 21* Century with greater prosperity and
greater promise than we have ever known. Today, I want to speak to you about what more we
must do to fulfill that promise — to seize this moment, this chance of a lifetime — and fashion a
new era of opportunity for all, responsibility from all, and community of all.




Fifteen days from now, in my State of the Union Address, I will propose an ambitious
new agenda for a new century. I will put forth a new agenda rooted in responsibility, and a new
agenda to create a wider and stronger community. But today I want to talk about what I am
calling my New Opportunity Agenda. At its core is a simple, powerful, fundamental principle:
“Opportunity for all.” We know that in these seven years we have created more opportunity for
more Americans than in any comparable period in history. And we know that the economic
conditions we have created — the virtuous cycle we have set in motion — put us in a position to
achieve so much more. We can expand the circle of opportunity wide enough to include the men
and women at its margins, so that no one who’s willing to work is left behind as our nation
moves ahead. We can, as Senator Lieberman or Al From would say, expand the winner’s circle.

The New Opportunity Agenda builds on the ideas I put forth in 1992 and the progress we
have made in the seven years since. It is an agenda to renew opportunity, reward work, and
rekindle hope. It advances our understanding of what opportunity means in an Information Age.
Once, textbooks were central to a child’s education; today, computers are. Once, a ninth-grade
education was all anyone needed to get a job for life; today, preschool and college are crucial,
and most of us will change careers several times before retirement. My New Opportunity
Agenda accounts for these new demands of a new economy, and these new pressures on working
families.

It also helps assure that if you work hard and play by the rules, you will have a decent
chance for yourself and a better life for your children. That, after all, is the American Dream you
and I were raised on. That’s the promise I made when I ran for President. And that’s been the
basic goal of so much we have done — from the Earned Income Tax Credit to the minimum
wage, from health care to child care to partnerships that have helped millions of Americans move
from welfare to work.

In the coming weeks [ will have more to say about my New Opportunity Agenda, more
ideas to offer on reforming education, renewing families, closing the digital divide, opening new
markets, expanding access to health care and child care — everything that works together to
expand opportunity. But today I want to announce an important element of my plan, one that is
emblematic of our overall approach.

In my State of the Union Address, and in my budget for 2001, I am proposing a
substantial expansion of the Earned Income Tax Credit — a targeted tax cut for low-income
working families. As I pledged in 1992, one of my first actions as President was to expand the
EITC. I made the largest single investment in the working poor in more than two decades, and
here’s why: .because the EITC isn’t just another acronym. The “E” in “EITC” is about earning.
It’s about working. It’s about taking responsibility and being rewarded for it.

I believe the government, too, has a responsibility — part of its basic compact with our
citizens — to make sure, for families like the Cupps, that work pays; to make sure we reward
work even as we restore fiscal discipline to our government. In expanding opportunity, these
incentives to work are every bit as important as economic growth or interest rates or debt or
deficit reduction. And as studies from Harvard to Wisconsin confirm: the EITC is a powerful
incentive to work. It’s a fulcrum by which people lift themselves out of poverty and into the




middle class. In 1998, the EITC helped more than 4.3 million make the move. That’s double the
number in 1993. This tax credit is a major reason — along with the strength of our economy, the
rise in the minimum wage, and movement of millions from welfare to work — that there are fewer
people in poverty today than in 20 years. It helps explain why the child poverty rate is lower
than it’s been in 20 years; and why child poverty among African-Americans is the lowest on
record.

Precisely because we have made such progress, we know there is more we can do. And
we know what works. That is why, today, I am proposing to expand an investment that is
already expanding opportunity for millions of Americans. I am proposing, first, to eliminate the
marriage penalty exacted by the EITC, making sure that this tax credit rewards marriage, and
family, just as it rewards work. Second, I am proposing to expand the Earned Income Tax Credit
for families with three or more children. The pressures on these families rise as their ranks
increase: 28 percent are in poverty, more than twice the rate for smaller families. Our plan
would provide these families tax relief that is up to $1,200 more than what they now receive.
Third, our plan would give more people more incentives to work their way into the middle class.
And fourth, it would make it easier for recipients to save for the future and for their retirement.

For a family like the Cupps, these new initiatives would mean an additional tax credit of
up to $850, helping them to provide for their children, or own a home, or buy a car that makes it
easier to work. My budget dedicates about $21 billion to these priorities over the next 10 years —
increasing our investment in people while maintaining the fiscal discipline that got us here.

“Opportunity for all” is more than a marker of how far we have come; it’s a measure of
how far we can go. It was Robert Kennedy who said: “Our society — all our values, our views of
each other, and our own self-esteem; the contribution we can make to ourselves, our families,
and the community around us — all these things are built on the work we do.” We must continue
to do all we can to affirm the dignity of work — and deliver the rightful rewards for taking
responsibility.

This, as I have said, is a great and unique moment for America:. a chance to renew the
values of opportunity, responsibility, and community; a chance to fulfill the ideals of our
founders; a chance to realize the full promise of a prosperous nation. Let us work together to
build an even stronger America, and an even better, brighter future for all our people. Thank
you.
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Eight years ago, when I ran for President, I stood before an audience here in Washington -
and called for change: “Change in our party, ¢hange in our national leadership, and change in
our country.” Change not for its own sake but because the old answers were obsolete, because
new conditions demanded a new approach.

What I said then — and What we in the DLC had been saying for some time — was that our
politics had to embody the basic values of opportunity, responsibility, and community. Our
party had to pursue them; our policies had to promote them. Those of us who led the charge
called ourselves New Democrats and our agenda the Third Way. But we were qurck to point out
that labels don’t define a p011t1c1an or a political movement; ideas do. :

. L ‘

Our 1deas were bound to.cause controversy in an America divided along the old lines of
conflict, an America that was asking itself, after a decade of deadening deficits, “What went -
wrong?” Al Gore and I knew that to set things right, we should not return to policies more. _
relevant to the problems of the 1930s or the 1960s. Nor would we reprise the great neglect of the
1980s. Instead, we said that government had to be slimmed and trimmed and reinvented if it was
ever going to function as it does best — as a catalyst — as an active partner to the private sector in

‘creating opportunity, jobs, and hope And we said that 01tlzens had to take respon51b111ty for
shaping their own lives and serv1ng their own communities.

Today, I think we can say with certalnty and no small measure of satlsfactlon — that the
argument is over. It’s been put to rest by the record. It’s been resolved by seven years of results
- measurable, remarkable results: the fastest economic growth in more than 30 years; the lowest
unemployment rate and the smallest welfare rolls in 30 years; the lowest poverty rate in 20 years;
the lowest murder rate in 30 years; the largest surplus in almost 40 years; the highest home
ownership ever. In several weeks, America will achieve the longest economic expansion in our
hlstory And every one of our 20 million new jobs proves that it’s p0531b1e —as I argued in 1991

expand opportunity W1thout expanding government.”

So America begins its journey through the 21* Century with greater prosperity and
greater promise than we have ever known. Today, I want to speak to you about what more we
must do to fulfill that promise — to seize this moment, this chance of a lifetime — and fashion a
new era of opportunity for all, responsibility from all, and community of all.




Fifteen days from now, in my State of the Union Address, I will propose an ambitious
new agenda. for a new century. I will put forth a new agenda rooted in responsibility, and a new
agenda to create a wider and stronger community. But today I want to talk about what I am
calling my New Opportunity Agenda. At its core is a simple, powerful, fundamental principle:
“Opportunity for all.” We know that in these seven years we have created more opportunity for
more Americans than in any comparable period in history. And we know that the economic
conditions we have created — the virtuous cycle. we have set in motion — put us in a position to
achieve so much more. We can expand the circle of opportunity wide enough to include the men
and women at its margins, so that no one who’s willing to work is left behind-as our nation
moves ahead. We can, as Senator Lieberman or Al From would say, expand the winner’s circle.

The New Opportunity Agenda builds on the ideas I put forth in 1992 and the progress we
have made in the s€éven years since. It is'an agenda to6 renew opportunity, reward work, and
rekindle hope. It advances our understanding of what opportunity means in an Information Age.
Once, textbooks were central to a child’s education; today, computers are. Once, a ninth-grade
education was all anyone needed to get a job for life; today, preschool and college are crucial,
and most of us will change careers several times before retirement. My New Opportunity
Agenda accounts for these new demands of a new economy, and these new pressures on working
families.

It also helps assure that if you work hard and play by the rules, you will have a decent
chance for yoursélf and a better life for your children. That; after all, is the American Dream you
and I were raised on. That’s the promise I made when I ran for President. And that’ s been the
basic goal of so much we have done — from the Earned Income Tax Credit to the minimum
wage, from health care to ch11d care to partnershlps that have helped m11110ns of Americans move
from welfare to work. -

In the coming weeks I will have more to say about my New Opportunity Agenda, more
ideas to offer on reforming education, renewing families, closing the digital divide, opening new
markets, expanding access to health care and child care — everything that works together to
expand opportunity. But today I want to announce an important element of my plan, one that is
emblematic of our overall approach.

In my State of the Union Address, and in my budget for 2001 I am proposmg a
substantial expansion of the Earned Income Tax Credit — a targeted tax cut for low-income
~ working families. AsIpledged in 1992, one of my first actions as President was to expand the
EITC. Imade the largest single investment in the working poor in more than two decades, and
here’s why: ‘because the EITC isn’t just another acronym. The “E” in “EITC” is about earning.
-It’s about working. ‘It’s about taking responsibility and being rewarded for it.

- I believe the government, too, has a responsibility — part of its basic compact with our
citizens — to make sure, for families like the Cupps, that work pays; to make sure we reward
work even as we restore fiscal discipline to our government. In expanding opportunity, these
incentives to work are every bit as important as economic growth or interest rates or debt or
deficit reduction. And as studies from Harvard to Wisconsin confirm: the EITC is a powerful
incentive to work. It’s a fulcrum by which people lift themselves out of poverty and into the




mlddle class. In.1998, the EITC helped more than 4. 3 million make the move. That’s double the
number in 1993. This tax credit is a major reason — along with the strength of our economy, the
rise in the minimum wage, and movement of millions from welfare to work — that there are fewer
people in poverty today than in 20 years. It helps explain why the child poverty rate is lower:
than it’s been in 20 years; and why child poverty among-African- Amencans is the lowest on
record. ‘

- Precisely bécause we have made such progress, we know there-is more we can do. And
we know what works. That is why, today, I am proposing to expand an investment that is
already expanding opportunity for millions of Americans. I am proposing, first, to eliminate the
marriage penalty exacted by the EITC, making sure that this tax credit rewards marriage, and
family, just as it rewards work. Second, I am proposing to expand the Earned Income Tax Credit
for families with three or more children.. The pressures on these families rise as their ranks .
increase: 28 percent are in poverty, more than twice the rate for smaller families. Our plan
would provide these families tax relief that is up to 20 percent greater than what they now
receive. Third, our plan would give more people more incentives to work their way into the
middle class. And fourth, it would make it easier for recipients to save for the future and for
. their retirement. '

For a family like the Cupps, these new initiatives would mean an additional tax credit of
up to $850, helping them to provide for their children, or own a home, ot buy a car that makes it
easier to work. My budget dedicates [$22] billion to these priorities over the next 10 years —
increasing our investment in people while maintaining the fiscal discipline that got us here.

“Opportunity for all” is more than a marker of how far we have come; it’s a measure of
how far we can go. It was Robert Kennedy who said: “Our society — all our values, our views of
each other, and our own self-esteem; the contribution we ‘can make to ourselves, our families,
and the community around us — all these things are built on the work we do.” We must continue
to do all we can to affirm the dignity of work — and deliver the rightful rewards for taking
responsibility. ' : -
' (

This, as I have said, is a great and unique moment for Ameri.ca:' a chance to renew the
values of opportunity, responsibility, and community; a chance to fulfill the ideals of our
founders; a chance to realize the full promise of a prosperous nation. Let us work together to
build an even stronger America, and an even better, brighter future for all our people. Thank
you. S ; , , _




