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E a r l y Childhood Development Act of 1997 -

T i t l e I : A s s i s t a n c e f o r Young C h i l d r e n 

- D i r e c t s the S e c r e t a r y of H e a l t h and Human Servic e s t o make a l l o t m e n t s 
t o e l i g i b l e S t a t e s t o pay f o r the Federal share of the cost of e n a b l i n g 
them t o make c o m p e t i t i v e g r a n t s t o l o c a l c o l l a b o r a t i v e s f o r young 
c h i l d a s s i s t a n c e a c t i v i t i e s . 

(Sec. 104) A u t h o r i z e s a p p r o p r i a t i o n s . 

T i t l e I I : C h i l d Care f o r F a m i l i e s 

- Amends the C h i l d Care and Development Block Grant Act of 1990 
t o e s t a b l i s h a Z e r o - t o - S i x program of formula payments t o States 
f o r c h i l d care a s s i s t a n c e on b e h a l f of c h i l d r e n under s i x years 
of age. 

(Sec. 201) Makes a p p r o p r i a t i o n s f o r such g r a n t s . 

T i t l e I I I : Loan Repayment f o r C h i l d Care Workers 

- Amends the Higher Education Act of 1965 t o e s t a b l i s h a program 
of s t u d e n t l o a n repayment f o r c h i l d care workers. D i r e c t s the S e c r e t a r y 
of Education t o assume the o b l i g a t i o n t o repay s p e c i f i e d types of 
student loans f o r any borrower who i s : (1) awarded an a s s o c i a t e 
degree, or a b a c c a l a u r e a t e or graduate degree, i n e a r l y c h i l d h o o d 
development; and (2) employed, f o r not l e s s than two years, i n a 
c h i l d care f a c i l i t y s e r v i n g low-income c h i l d r e n who are p r i m a r i l y 
age b i r t h t h r o u g h t h r e e . 

D i r e c t s the S e c r e t a r y t o determine the maximum amount of loans 

t h a t may be r e p a i d under such program. 

(Sec. 301) A u t h o r i z e s a p p r o p r i a t i o n s . 
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I . P u t t i n g our Federal F i s c t t l House i n Order, Budget Achievement 
n i l Complete A New Compact Between the Generations f o r a Now 
Century? 

A, L i m i t Social Securif-y Ronpfii-^ f n r R?^hv-Roomers. subject t o 
the r e a l i n f l a t i o n i n the cost of l i v i r i y f o r e l d e r l y , (a) preserve 
Lhe b e n e f i t s of those born i n 1945 or before and (b) provide a 
f l o o r above poverty a f t e r retirp>TTif>nt f o r v;orKing members of the 
Baby Boom Generation born from 1946 through i s c o . I f you loolc 
c a r e f u l l y a t Ned Gramlich'a proposal, you w i l l soe t h a t t h i s can be 
accompliehed without any inorfiasft i n taxes or any mandatory 
investment ( i . e . j u s t a tax increase by another name) i n the stock 
market. Juat don't take on the issuos of i n c r e a s i n g n n t i o n a l 
savings or rai.'^ing the "moneysworth" f o r Baby-Boomers ( i . e . , the 
r a t i o of Baby-Bouinei. b e n e f i t s received t o s o c i a l s e c u r i t y taxes 
paid.) Narrow tho tcrme of tha Social Security b e n e f i t debate t o 
s o l v i n r j only the problem oi the e x t r a o r d i n a r i l y l a r y e imiaber of 
Baby Boomers through 2 021}. For the country ao a whole, the 
demographio r e a l i t y i c t h a t wo must focus on thp. o r i g i n a l purpose 
of .Snni«l .cjAcurity f o r the Baby-Boom Generation i f we are going t o 
preserve the f i n a n c i a l i n t e g r i t y of Social S e c u r i t y f o r f u t u r e 
generationc: a Social Insurance System t h a t provides a f l o o r f o r 
a l l working Americans to l i v e above the poverty l i n e d f t e r they 
r e t i r e from work. For Baby-boomers, a d d i t i o n a l r e t i r e m e n t income 
and a higher standard of l i v i n g w i l l depend nn (a) pensions earned 
thronghniit the i n d i v i d u a l ' s working career and (b) r e t u r n s on 
persoudl r e t i r e m e n t savings and other investmcntc i n a home, bonds, 
Gtoake and other assets. This focus on B^xhy-Roomers w i l l preserve 
both the f i n a n c i a l i n t e g r i t y of the Social S e c u r i t y T r u s t Fund 
Lhruugh 2025 and preserve the a b i l i t y of cucccoding generations t o 
choose f o r themselves how they want .«;ocial Se c u r i t y t o work a f t e r 
2025 i n circumstances we cannot p r e d i c t today. 

[Note: Current r e t i r e e s , and fvitiire. r e t i r e e s now between 52 and 65, 
would continue t o pay taxes on Social Security b e n e f i t s on a 
progressive basis depending on t h e i r o v e r a l l incomes as r e q u i r e d i n 
the 1993 Budget plan. Workers between 52 and 65 would be s u b j e c t t o 
the already scheduled increase i n retirement ages. And, you could 
add reforms t h a t enable older Amcricanc t o continue t o work {but t o 
defer r e c e i p t of Social Security b e n e f i t s or t o pay taxes dn s o c i a l 
S e c u r i t y b e n e f i t s the same as wages and other income u n t i l they 
r e t i r e ) . Dut the main p o i n t of the proposed reforms i n b e n e f i t s i s 
f o r the President and the Vice President t o take the lead i n 
focussing on l i m i t i n g b e nefits l o r t h e i r own generation i n order t o 
preserve S o c i a l Security f o r t h e i r own and f o r f u t u r e generations.] 

2. Pruuuse whatever else i s appropriate f o r cncouracfing 
f i r m or a c c o c i a t j o n fe.a. , TIAA-CREF. FERS . e t O J pensiogfi 
( i n c l u d i n g p o r t a b i i i t v l . personal retirement savinus fiRAs. Keoghs, 
SEPs. e t c . ) . and personal investment i n homes and other stakes i n 
etocke, f i r m s and the growth i n the economy ove.r the long haul. 
(Note: The r e d u c t i o n i n Social s e c u r i t y taxes p a i d on wages by 
employers, woi-kers, and the self-employed w i l l provide p l e n t y of 
room f o r f i r m s and workers t o save and Invest more f o r r e t i r e m e n t . 
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3 • Reform Socidl Security Taxes on a revenue n e u t r a l 
basis t o reduce taxes on wages and emplovment and t o s u b s t i t i u t e 
"green Taxes" t h a t w i l l operate through the marketplace ae an 
economic i n c e n t i v e t o preserve the enviconment f o r f u t y r g 
crenerations. F i r s t , make a l l proposed s o c i a l s e c u r i t y reforms 
SMbiect t o no net increase j n tave.s -- hecause the t o t a l f e d e r a l 
tax burden i s high enough. Secund, (jropose t o cut the p a y r o l l taxes 
on wages ( f o r employers, workorc and tho self-employed) i n h a l f i n 
order t o reduce the burden of th.is regreK.c;Tve tax on wages and 
employment (while continuing wage Luxes enough t o make c l e a r t h a t 
Social S e c u r i t y i s oarnsd through work). T h i r d , make up f o r the 
loss i n revenues from the 5U% cut i n Social Security wage taxes by 
imposing "Green Taxes" on emission of gases t h a t increase g l o b a l 
warming and on other emissions t h a t p o l l u t e the a i r , water, ond 
ground; and propose t h a t these s o c i a l Security "c;rRen Taxes" be 
c o l l e c t e d from f i r m producers (rather than from consumers) i n s o f a r 
as a d m i n i s t r a t i v e l y f e a s i b l e . This Social fieourity t a x reform 
paokaga w i l l make cle a r t h a t i n preserving Social fieeurity f o r 
f u t u r e generationo/ wo are also (a) providing an economic i n c e n t i v e 
f o r markets and American ingenuity to go to work reducing 
Greenhouse gases and other p o l l u t a n t s so t h a t f u t u r e ganarationa 
w i l l bo able t o enjoy a b e t t o r environment ond (b) reducing the tax 
burden on wages and employment .so that today's f i r m s and workers 
can produce/ earn, savu and Invest more a f t e r taxes f o r t h e i r 

[Note: Imposing'tfte ''Grden Taxes" on«firms alsO meaifs'that we w i l l 
have a good defense t o thocc — at home and abroad — who c l a i m 
t h a t we should be imposing draconian r e g u l a t o r y r e s t r a i n t s t h a t 
w i l l drag the economy down (or permit bargaining t h a t w i l l d i r e c t 
economic growth away from developed areas to undeveloped areas). 
Remember t h a t the new economy wi n i ncrease the r e t u r n s t o mind-
power over i n d u s t r i a l production and resource e x p l o i t a t i o n ; t h i s 
change i n economic r e t u r n s w i l l work t o help speed the clean-up of 
p o l l u t i o n and reduce g l o b a l warming r e s u l t i n g from i n d u s t r i a l 
p roduction. "Green taxes" w i l l buy Lime f o r f i r m s , consumers, 
s c i e n t i s t s and government t o learn what works and whether f u r t h e r 
r e g u l a t o r y r e s t r a i n t s w i l l be required.] 

-̂ Propose a revenue neutral e l i m i n a t i o n of uneconomic 
gurporate subsidies and tax freaks in order t o finance t a x cuts t o 
help working f a m i l i e s pay f o r day-care and pre-school f o r 3-5 vear-
Qlds. a f t e r - s c h o o l l e a r n i n g and recreation f o r s c h o o l c h i l d r e n , and 
feducdLiqn and t r a i n i n g f o r themselves ( i f they 1OP;P a -job and can't 
f i n d a new one). F i r s t , propose a t o t a l d o l l a r awount of savings 
from e l i m i n a t i n g uneconomic subsidies and t an breaks f o r f i r m s 
(e.g., on the order of magnitude of b i l l i o n per y e a r ) . [T 
wouldn't s p e c i f y the p a r t i c u l a r s ; but, i f others t h i n k you UIUBL, i t 
won^t be a problem: everyone knows tha t the i n i t i a l proposal i o 
designed t o begin t o set the Lerms f o r the debate not t o end the 
discu.<^sion] . Second, propose targeted tax c r e d i t s (plus mandatory 
i n d i v i d u a l grants i f you can't f i g u r e ont how t o make refundable 
c r e d i t s work) t o help working f a m i l i e s pay f o r day-care and p r e ­
school f o r 3 t o 5 year-olds and a f t e r - s c h o o l l e a r n i n g and 
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r e c r e a t i o n f o r schoolchildren. [Caution: i n analy7ing t h i s , you may 
want t o f i g u r e out how t h i s proposal f i t s wiUi Head S t a r t . 1 
beli e v e t h a t the model of con t r a c t i n g w i t h Head S t a r t p r o v i d e r s i s 
much less e f f e c t i v e than puLLinq refundable pre-school c r e d i t s or 
i n d i v i d u a l grants d i r e c t l y i n the hands of f a m i l i e s t o make t h e i r 
own choices. But you can leave the Head S t a r t issue o f f the t a b l e 
i n the i n i t i a l proposal.] Third, propose e i t h e r a refundable 
" S k i l l " c r e d i t (or the " f u t u r e income f i x " we explored i n November 
to P e l l Grants) t o enable workers who lose t h e i r jobs and can't 
f i n d new ones t o invest i n the education they Choose t o l e a r n new 
S k i l l s f o r new and more rewarding jobs i n the new economy. 

[cautiont Don't make major health care reform a front-burner Issue. 
Let the marke.t forces d r i v i n g managed care, HMOs, PPOs and MSAs 
work. Health care i n f l a t i o n i n the p r i v a t e sector — and i n 
Medicare and Medicaid -- w i l l continue to de c l i n e , w h i l e h e a l t h 
care p r o v i s i o n improves over the next ten years. I have never 
understood those who suggest t h a t such market forces won't r e s t r a i n 
costs in Medicare because the illnesbeb are more Chronic for the 
e l d e r l y : baloney, where thero i s more "health care" (and " s o c i a l 
v i s i t s " t o Doctors) among the e l d e r l y ^nch competitive market 
forces w i l l provide even more savings and e f f i c i e n c y than f o r 
c h i l d r e n and working-age f a m i l i e s who have less " i l l n e s s " (and 
don't want t o gu Lo the doctor's o f f i c e at a l l \inless a b s o l u t e l y 
i m p e r a t i v e ) . Just c i t t i g h t on health care: claim s u b s t a n t i a l 
v i c t o r y i n the Balanced Riidget Agreement; play at the margins i f 
you t h i n k you need t o propose something t o prevent c o n s i d e r a t i o n o f 
broader reforms; l o a r n from experience; and s i t back Lo reap the " . . . . . . . , i i v j i i i j . e r n ; c ; ana s i T i paCK LO r e a p t 
s u b s t a n t i a l bonus rrom lower than pro jec ted hea l t h care c o o t s ! ] 


