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Economic Opportunity for All

Tax policy is the engine of government. Without a sound and fair tax policy, that engine sputters,
burns and breaks down. Taxes help us together provide the tools of civilization. Without the
revenue to provide basic services we need and expect, life becomes less secure. Without the
incentives that promote entrepreneurship and work, opportunity disappears.

RESULTS is working to see that tax policy in the United States works for the benefit of everyone,
not just those at the top. By allowing everyone to share in our nation’s prosperity, we all benefit.

Earned Income Tax Credit (EITC)

The Earned Income Tax Credit (EITC) is a refundable federal income tax credit for low-income
working individuals and families. Unlike a tax deduction (like mortgage interest), which reduces
your taxable income, a tax credit is subtracted directly from the taxes you owe. The EITC is
designed to “make work pay”; it rewards low-wage work by decreasing the taxes that low-wage
workers pay on their earnings and by supplementing their wages.

The EITC is the largest poverty-reduction program in the U.S. and is responsible for lifting 6.6
million people out of poverty, half of them children, each year. In 2008, approximately 24 million
taxpayers received nearly $50 billion in EITC benefits. Studies have shown that the EITC causes
large decreases in poverty and substantial increases in employment, as well as decreasing the
number of single parents receiving cash welfare. The Committee for Economic Development has
concluded that “the EITC has become a powerful force in dramatically raising the employment of
low-income women.” It also produces a “multiplier effect”; it is estimated that every $1 paid out in
the EITC generates $1.50—2.00 in local economic activity. EITC tax refunds are most often spent
on necessities, such as utility bills, household items, school clothes or school tuition. Unlike other
tax provisions, the EITC is supported by both progressives and conservatives because of its anti-
poverty, incentive to work structure and

its ability to stimulate the local economy. The Federal Earned Income Tax Credit in Tax Year 2009
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Chart from Center on Budget and Policy Priorities.

A Brief History of the EITC

(Adapted from the Tax Policy Center)

1975: Growing out of the welfare reform efforts of the 1970s, the Earned Income Tax Credit was
first established as part of the Tax Reduction Act of 1975 in order to offset Social Security for low-
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income families and to provide them with more incentive to work. The credit was only available for
that calendar year.

1978: The following year, the Revenue Act of 1978 made EITC a permanent part of the Internal
Revenue Code. At this time, the maximum credit allowable was $400 and tapered down in
increments of $1 for each $10 of income in excess of a $4,000 annual salary.

1984: The Deficit Reduction Act of 1984 increased the maximum amount of the credit.

1986: The Tax Reform Act of 1986 expanded the credit even more and made sure it was
adjusted annually for inflation.

1990 — 1993: The Omnibus Budget Reconciliation Act of 1990 also expanded the credit and
added a supplemental credit amount for families with two or more children. The Omnibus Budget
Reconciliation Act of 1993 expanded the credit even further and made a small credit available to
certain childless workers (up to $457 in 2010).

1997: The Taxpayer Relief Act of 1997 added provisions to improve compliance.

2001: The Economic Growth and Tax Relief and Reconciliation Act of 2001 made changes to
provide marriage penalty relief and promote simplification.

2003: More than 19 million families were expected to claim over $34 billion of earned income
credits, with an average credit per family of $1,784.

2009: American Recovery and Reinvestment Act of 2009 (ARRA) signed into law. This economic
recovery law raised the phase-out income level for married couples, which allows them to have a
higher combined income level and still get the EITC. The law also expanded the EITC benefit for
larger families, allowing families with three or more children to get an EITC of up to 45 percent of
their earned income.

Eligibility for the EITC in 2010

Eligibility for and amount of a tax filer's EITC depends on earned income and family size. Here
are the tax year 2010 thresholds and limits, according to the IRS:

Maximum Income to Maximum Income to
Number in Household (gﬁa:gyoioﬁgg%f Qualify for EITC Max;n%%TnEITC
r?ousehol 9 (married filing jointly)
No children $13,460 $18,470 $457
1 child $35,535 $40,545 $3,050
2 children $40,363 $45,373 $5,036
3 children $43,352 $48,362 $5,666

EITC State Statistics at-a-Glance from the Internal Revenue Service

Nationwide last year, over 24 million people received nearly $50 billion in EITC. Here is a table of recent EITC
data by state for tax year 2008 through September 2009.


http://www.irs.gov/individuals/article/0,,id=215766,00.html
http://www.eitc.irs.gov/central/eitcstats/

State State Number of Net Average Net Total Net EITC | Total Net EITC
EITC Recipients EITC Amount Amount ($Mill) | Amount ($Bill)
Alaska AK 36,000 $1,631 $59
Alabama AL 507,000 $2,385 $1.20
Arkansas AR 292,000 $2,194 $641
Arizona AZ 461,000 $2,082 $959
California CA 2,500,000 $2,039 $5.20
Colorado (6{0) 291,000 $1,852 $538
Connecticut CT 183,000 $1,828 $334
Washington DC DC 47,000 $1,887 $88
Delaware DE 64,000 $1,957 $124
Florida FL 1,800,000 $2,095 $3.70
Georgia GA 976,000 $2,323 $2.30
Hawaii HI 92,000 $1,804 $166
lowa 1A 189,000 $1,861 $351
Idaho ID 114,000 $1,947 $223
Illinois IL 922,000 $2,093 $1.90
Indiana IN 493,000 $1,991 $982
Kansas KS 188,000 $1,926 $363
Kentucky KY 376,000 $2,007 $755
Louisiana LA 496,000 $2,401 $1.20
Massachusetts MA 340,000 $1,774 $603
Maryland MD 358,000 $1,943 $695
Maine ME 92,000 $1,753 $162
Michigan Ml 731,000 $2,031 $1.50
Minnesota MN 296,000 $1,793 $531
Missouri MO 475,000 $2,017 $958
Mississippi MS 386,000 $2,443 $942
Montana MT 74,000 $1,828 $136
North Carolina NC 834,000 $2,125 $1.80
North Dakota ND 40,000 $1,804 $72
Nebraska NE 119,000 $1,916 $228
New Hampshire NH 68,000 $1,687 $115
New Jersey NJ 511,000 $1,970 $1.00
New Mexico NM 203,000 $2,054 $416
Nevada NV 184,000 $1,928 $355
New York NY 1,500,000 $2,011 $3.10
Ohio OH 874,000 $1,996 $1.70
Oklahoma OK 316,000 $2,070 $654
Oregon OR 244,000 $1,807 $440
Pennsylvania PA 835,000 $1,885 $1.60




Rhode Island RI 73,000 $1,971 $144
South Carolina SC 463,000 $2,167 $1.00
South Dakota SD 58,000 $1,876 $110
Tennessee TN 608,000 $2,106 $1.30
Texas X 2,300,000 $2,314 $5.30
Utah uT 155,000 $1,962 $304
Virginia VA 534,000 $1,963 $1.00
Vermont VT 41,000 $1,631 $67
Washington WA 380,000 $1,831 $696
Wisconsin WI 339,000 $1,858 $630
West Virginia wv 151,000 $1,880 $284
Wyoming wy 32,000 $1,773 $57
Other® 28,000 $1,993 $56

The Immediate Need: 2009 Expansions of the Earned Income Tax
Credit Must Be Preserved

Families with three or more children were more likely to be low-income than any other sized
families. However, before 2009, the EITC made no adjustment for these families. Despite having
more expenses, they received the same EITC as households with only two children (up to 40
percent of earned income).

Before 2009, policies governing EITC discouraged low-income workers from marrying. If an
EITC-eligible single parent chose to marry another low-income worker, they could lose some or
all of their EITC. Married couples must combine their incomes for EITC purposes, and since the
EITC phases out at higher incomes, they would risk reducing their credit or losing their eligibility
altogether.

Fortunately, Congress acted to address some of these concerns, at least temporarily. In February
2009, the American Recovery and Reinvestment Act of 2009 (ARRA) was signed into law. This
economic recovery law raised the phase-out income level for married couples, which allows them
to have a higher combined income level and still get the EITC. The law also expanded the EITC
benefit for larger families, allowing families with three or more children to get an EITC of up to 45
percent of their earned income. Unfortunately, both of these provisions only apply to tax years
2009 and 2010, and will expire in December 2010. These two EITC changes prevented three
million people from falling into poverty in 2009, according to an analysis by the Center on Budget
and Policy Priorities, and increased the help to 7 million people.

Because the tax cuts proposed by former President George W. Bush will expire at the end of
2010, Congress will have to address changes to the tax code this year. President Obama has
made it clear that he plans to allow tax breaks for individuals making over $200,000 a year to
expire as planned, while extending the tax cuts for middle-class Americans. If Congress retains
the 2009 EITC and CTC expansions, they will most likely be included in a larger tax package
addressing the expiring Bush 2001 and 2003 tax cuts. Many expect this tax package to come up
in July, making meetings in June with members of Congress all that more important.

It is our job to ensure that low-income Americans are not left behind. Like many of our legislative
priorities, the key to expanding EITC to help more low-income families will be to get these
provisions imbedded in larger legislations like this one as it moves forward.




Dividing lines are already being drawn on how to deal with the expiring Bush tax cuts. While
President Obama and most members of Congress want to see tax cuts for low-income and
middle class families extended (individuals earning less than $200,000) per year, the rift is what
to do with tax cuts for those at the top. Most Republicans and some conservative Democrats want
to see tax cuts for the wealthy extended too. With millions of Americans out of work and millions
more in poverty, another tax cut for the rich is that last thing Congress should be thinking about.
Nor should fights over tax cuts for the rich delay passage of critical tax provisions that help lower
income Americans. In your meetings, tell your representatives and senators that delay is not an
option — these low-income provisions must be made permanent this year.

During lobby meetings in DC, we’ll ask our members of Congress to tell House and Senate
leadership to make sure that the 2009 ARRA provisions on the EITC and CTC are made
permanent before they expire at the end of 2010.

The Earned Income Tax Credit Impacting People’s Lives

We must also remember that tax credits are more than just statistics and numbers. What's really
at stake is the ability to survive and thrive for low-income, working Americans. The following is a
story told by a tax preparer who worked at a Volunteer Income Tax Assistance site in Nebraska.

| had a lady come in..., maybe in her mid-30s, and she had her daughter with her. And she had
just finished up her chemotherapy treatment. She was really in dire straights. She of course had
had all these medical bills in the past year that she hadn’t counted on, she was not feeling well,
there were just a variety of things going on in her life... [We completed her tax return] and we told
her that she was receiving a fairly significant refund, and she just started to cry... She told us that
she was going to be able to pay these bills that she was being hounded for... and she was able
pay ahead [to avoid eviction from her home] and actually access a few others services that she
heard about while she was [at the VITA site]. So those expansion credits helped her
tremendously because it really allowed her to get on her feet at a time that she didn’t see that as
being an option.

R E S UL W8rk in 2010 will ensure that low-income families are not left behind in larger

tax reformlegi sl ati on this year. Specifically, we’
Ways and Means Committee and our senators to contact Senate Finance Committee

urging them to

e Make the ARRA EITC expansion for married couples permanent

e Make the ARRA EITC expansion for families with 3 or more children permanent.

Looking Ahead: Expanding the Earned Income Tax Credit for
Childless Workers

The EITC has created enormous benefits for American families for the last thirty years. However,
it still needs improvement. One area of concern is the huge discrepancy in benefits between tax
filers with children and those without children. In 2010, a taxpayer with no children is eligible for
less than one-tenth the benefit a family with two children received ($457 v. $5,036). This amount
at best will offset only a portion of the worker’s federal taxes, and not supplement income as was
intended. According to the Brookings Institution, a single worker with no children earning income
at the 2008 poverty line ($11,014) would owe nearly $1,000 in federal taxes even after receiving
the EITC.

In addition to making the ARRA EITC expansions permanent, RESULTS urges Congress to
build on these EITC improvements by doing the following triple the maximum EITC for
low-income, childless workers and non-custodial parents when considering tax reform.

ask


http://www.brookings.edu/~/media/Files/rc/reports/2008/05_metro_raise_berube/metroraise_report.pdf

Child Tax Credit (CTC)

The Child Tax Credit (CTC) is a tax credit designed to lessen the impact of income taxes for
families raising children. Persons with at least one qualifying child who file federal tax returns can
get a CTC of up to $1,000 for each child under 17 years old. To qualify for the CTC, the tax filer's
earned income must be above a certain threshold ($3,000 in 2009 and 2010). Higher income
earners (single persons earning over $75,000, married couples over $110,000) are not eligible for
the Child Tax Credit.

The CTC is refundable, meaning that even if the worker’s CTC is higher than what he/she owes
in income tax, the worker can still get a refund. This money can be used to pay bills, attend
school, buy a car, build assets, etc. However, the CTC is only partially refundable. Unlike the
EITC, where the tax filer simply gets the difference between the EITC and what his/her owes in
income tax, the low-income CTC family typically only gets part of its credit back. The CTC is first
used to reduce or eliminate the family’s income tax liability. After that, if there is any credit
remaining, the family will receive a refund equal to the lesser of: (1) the amount of the family’s
CTC that remains after taxes, or (2) 15 percent of the family’s earned income over the CTC
income threshold. Here is an example:

A single mom with one child earning $5,000 in 2009 will have $1,000 remaining of her CTC after
taxes (she owes no income tax because her income is too low). Her refund will be the lesser of
her remaining credit ($1,000) or fifteen percent of her income above the minimum income
threshold (15% x [$5,000 — 3,000]), which is $300. Since $300 is less than $1,000, her refund is
$300.

A Brief History of the CTC

1997: Child Tax Credit (CTC) was first enacted as part of Taxpayer Relief Act of 1997. Congress
first passed this credit to address the issue of the tax structure not accommodating a family’s
reduced ability to pay taxes as their family size grows.

1998: Child Tax Credit increased to $500 per qualifying child from $400.

2001: The Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) established a
plan to incrementally increase the CTC from $400 per qualifying child to $1,000 over a span of
nine years. This Act also made the CTC partially refundable.

2003: The Jobs Growth and Tax Relief Reconciliation Act of 2003 (JGTRRA) accelerated the
CTC to $1,000 for tax years 2003 and 2004.

2008: As part of the 2008 Wall Street bailout bill, Congress lowered the eligibility threshold for
CTC from $13,000 to $8,500 for tax year 2008.

2009: The American Recovery and Reinvestment Act of 2009 lowered the threshold further from
$8,500 to $3,000 for tax years 2009 and 2010.

RESULTS and Our Allies Secure Broad Expansions of CTC

In early 2001, RESULTS and our allies advocated for increasing the Child Tax Credit from $500
to $1,000 and making the credit refundable. Historically, the credit was only been available to
families paying federal income tax, meaning that families earning too little to owe federal income
tax were usually ineligible, although these families often pay other taxes, such as payroll taxes.
By making the tax credit refundable, low-income families who owed little or no federal income
taxes would then be able to receive the benefits of the credit. RESULTS volunteers were
instrumental in making members of Congress aware of the importance of the CTC — at least 20
representatives and senators first heard about the tax credit from RESULTS volunteers during
face-to-face meetings that year. Additionally, RESULTS volunteers generated editorials, letters to
the editor and other media on the refundable child tax credit.
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In the end, Congress passed a partially refundable child tax credit that benefitted families with
earnings of at least $10,000. Additionally, the money families received from the CTC would not
count against them when determining their eligibility for income support programs such as food
stamps. Unfortunately, the income threshold was indexed to inflation, meaning that it went up
each year. This was a barrier to the CTC for low-income families, because low-income wages
normally rise less than the rate of inflation, making it more and more difficult to become eligible
for the credit. Also, for low-income families who were eligible for the CTC, because their refund
was based on the family’s income above the threshold (see above), if the threshold went up but
their income did not, their refund got smaller. By 2008, the threshold had risen to $12,050,
making families below that amount “too poor” to get the credit.

In 2008, RESULTS and our allies again pushed for changes to make the CTC accessible to more
low-income families, and we succeeded. In October 2008, Congress passed the Wall Street
bailout legislation, which included a meaningful improvement to the CTC. The bill lowered the
income eligibility threshold from $12,050 to $8,500. It is estimated that 12.9 million low-income
children benefitted from this change — 2.4 million were made eligible and 10.5 million more
received a larger credit. Unfortunately, this change only applied to tax year 2008. In 2009, the
eligibility threshold would have jumped to $12,550, thus eliminating all those newly eligible
children.

To prevent this from happening, RESULTS and allies again went to work in 2009 to enact another
expansion of the CTC. While RESULTS pushed to lower the income threshold to zero so all low-
income families could receive the CTC, Congress ended up lowering the threshold to $3,000 as
part of the American Recovery and Reinvestment Act (ARRA), the economic recovery bill. This
was again a great victory. The Center on Budget and Policy Priorities estimates this opened up
the CTC to another 3 million new children and expanded the credit for 10 million more.
Unfortunately, the $3,000 threshold was only temporary, applying only to tax years 2009 and
2010.

The Immediate Need: 2009 Expansion of the Child Tax Credit Must
Be Preserved

Unless Congress acts before 2011, the temporary expansion made to the Child Tax Credit
through ARRA will expire. As a result, the income eligibility threshold will jump from $3,000 to well
over $12,000 and continue to go up each year. This will create dramatic change. For example, a
minimum wage family with two children working full-time currently receives a Child Tax Credit of
about $1,750. If Congress does not act to extend the current levels, the same family will receive
only $250, a loss of $1,500.

Low-income working families at minimum wage jobs have the most to lose — 82 percent of
expanded CTC benefits go to parents earning above $10,000 and families will have to earn
$26,000 (rather than $16,000 in 2010) to qualify for the full Child Tax Credit. If Congress does not
act, over 10 million families will lose their benefits and 600,000 children will fall back into poverty.
We cannot allow this to happen.

RESULTS urges Congress to protect low-income families by permanently counting
earnings between $3,000 and $13,000 in calculating the Child Tax Credit.

The Child Tax Credit Impacting People’s Lives

Let’'s remind ourselves what's really at stake for low-income families with this story from the Tax
Campaign branch of Just Harvest in Pittsburgh:

A young Arabic family of four (two parents, two kids) was just barely scraping by on an annual
income of $16,353. The father is a cashier at a gas station and the mother stays home with the
kids. They searched for their local VITA site and went in to get help with their taxes. In the end,
they qualified for the maximum EITC for their family size of $5,028. And because of the stimulus-
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related changes in the Child Tax Credit, their CTC this year is the maximum $2000; under

previous law, they would have only gotten $1,178. So together, their EITC and CTC payments
boosted their annual income by 43%. Their total refund was a staggering $9,185! Imagine how
this will improve their quality of life and what kind of doors it will open in their children’s futures.

Looking Ahead: Expand the Child Tax Credit for More Low-income
Families and Make It Fully Refundable

RESULTS applauds Congress for making meaningful and significant changes to the CTC. These
changes have allowed more low-income households access to income they would not otherwise
have; income that helps them provide food, clothing, shelter and other necessities for their
children.

However, their work, and thus ours, is not done. While a vast improvement over previous law, the
current CTC still excludes America’s poorest families (those earning under $3,000). Also, low-
income families are still subject to the 15 percent income formula when calculating their credit
refund, requiring them to earn more income to receive the full credit amount. For example, a
family with one child must earn at least $9,667 to receive the full $1,000 credit as a refund (15% x
[$9,667 — 3,000] = $1,000).

In addition to making the ARRA Child Tax Credit threshold permanent, RESULTS urges
Congress to build on this CTC improvement by doing the following:

e “De-index” the threshold to inflation (i.e. freeze it) to allow those whose incomes do
not rise as quickly as inflation to still claim the CTC

e Make the CTC fully refundable so those with the lowest incomes can get a larger
financial lift

e Lower theincome threshold to zero so all low-income children are eligible for the credit

Advocacy Resources to Help Strengthen Tax Credits for Low-
Income Working Families

Laser Talk: Emphasizing the Moral Imperative to End Poverty

Engage: The Earned Income Tax Credit (EITC) lifts 6.6 million Americans out of poverty every
year, and half of them children. The Child Tax Credit (CTC) is the largest tax code provision
benefiting families with children.

Problem: Expansions made to low-income tax credits in 2009 will expire at the end of 2010,
resulting in more than 600,000 children falling back into poverty.

Inform/lllustrate: Congress did the right thing in expanding the Child Tax Credit to count
earnings between $3,000 and $13,000, expanding the EITC for larger families and reducing the
EITC’s marriage penalty last year. While these important provisions are temporary, the daily
struggle to make ends meet is not. Low-income workers and their families need to know that their
hard work and effort to make a better life for themselves and their children is still valued. Allowing
the EITC and CTC expansions to expire undermines all that they have worked for these last few
years and will weaken families and communities.

Call to Action: Would you speak to House Ways and Means Chairman Levin and Ranking
Member Camp/Senate Finance Committee Chairman Baucus and Ranking Member Grassley
and urge them to make the 2009 expansions of the Earned Income Tax Credit and Child Tax
Credit permanent?
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Additional requests:

Inform/lllustrate: Furthermore, improvements to both of the low-income tax credits are needed
to provide a critical lift for people who will still be struggling to get ahead such as low-income
single adults without children in the household, and the lowest income families with kids still
experiencing recurring joblessness. We have spent hundreds of billions of dollars on Wall Street
bailouts and tax cuts for the wealthy — we must also use our resources to help our citizens in
low-paying jobs survive and meet their basic needs.

Call to Action: Will you work with House Ways and Means Chairman Levin and Ranking
Member Camp/Senate Finance Committee Chairman Baucus and Ranking Member Grassley to
triple the EITC for single workers without children? Also, will you work to lower the income
threshold of the Child Tax Credit to zero and making the credit fully refundable to benefit all low-
income children and their families?

Laser Talk: Emphasizing the Economic and Fiscal Perspectives

Engage: The Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) are critical tools in
encouraging work and reducing poverty by helping working families supplement their income with
tax refunds. They incentivize work, stimulate the local economy, promote responsibility, and build
community.

Problem: While 2009 expansions to the EITC and CTC have helped make work pay for millions
of low-income working families and generated significant economic activity, it could all be undone
if these improvements are allowed to expire at the end of this year.

Inform/lllustrate: These tax credits promote work and parental responsibility — working parents
get larger credits the more they work, so parents who are willing to work hard can support their
families. The CTC is good for working parents who are struggling to raise their children and is
good for our economy because it encourages work. The EITC rewards low-wage work by
decreasing the taxes that low-wage workers pay on their earnings and by supplementing their
wages. It is smart policy to count earnings between $3,000 and $13,000 when calculating the
Child Tax Credit, reduce the EITC’s marriage penalty and expanding the EITC for larger families,
but these improvements are set to expire after this year. This means a minimum wage family with
two children working full-time will see their Child Tax Credit of about $1,750 go to only $250 in
2011, a loss of $1,500.

Call to Action: Would you speak to House Ways and Means Chairman Levin and Ranking
Member Camp/Senate Finance Committee Chairman Baucus and Ranking Member Grassley
and urge them to make the 2009 expansions of the Earned Income Tax Credit and Child Tax
Credit permanent?

Additional requests:

Inform/lllustrate: Furthermore, improvements to both of the low-income tax credits are needed
to provide a critical lift for people who will still be struggling to get ahead, such as low-income
single adults without children in the household, and the lowest income families with kids still
experiencing recurring joblessness. We have spent hundreds of billions of dollars on Wall Street
bailouts and tax cuts for the wealthy — we must also use our resources to help our citizens in
low-paying jobs survive and meet their basic needs.

Call to Action: Will you work with House Ways and Means Chairman Levin and Ranking
Member Camp/Senate Finance Committee Chairman Baucus and Ranking Member Grassley to
triple the EITC for single workers without children? Also, will you work to lower the income
threshold of the Child Tax Credit to zero and making the credit fully refundable to benefit all low-
income children and their families?

Q & A: Addressing Questions, Objections and Concerns
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Q: How can we afford these expansions in a time of deficits?

A: Our current budget deficits are being driven a great deal by high unemployment. When people
are unemployed, they pay less in taxes, less revenue is collected and deficits result. The EITC is
designed to promote work. It incentivizes people to find work and work more. Therefore, when
more people are working, our deficits will decrease. Also, the EITC helps the economy. EITC tax
refunds are most often spent on necessities, such as utility bills, household items, school clothes
or school tuition. These refund dollars go right back into the local economy creating a win-win for
families and the community. For every dollar paid out in the EITC, there may be between $1.50—
2.00 in local economic activity (this called a “multiplier effect”). Unlike other tax provisions, the
EITC is supported by both progressives and conservatives because of its anti-poverty, incentive-
to-work structure.

Q: How much do they cost?

A: According to the Center on Budget and Policy Priorities, the EITC is an investment of $54.1
billion in 2010. Given that it raises 6.6 million people out of poverty each year, it has been called
the most cost-effective poverty-reduction program in the United States. The expansion of the
EITC for larger families and reducing the marriage penalty would each cost about $14 billion over
10 years. Expanding the CTC will be $83 billion over the next 10 years. To put that in perspective,
full repeal of the estate tax would cost about $1 trillion over a decade and would only benefit the
richest 0.3 percent of taxpayers.

Q: How will this be paid for?

A: As the 2001 Bush tax cuts expire at the end of 2010, Congress is deciding which tax cuts to
continue and which to allow to expire. Allowing tax cuts for the wealthiest Americans to expire as
planned is a way of generating the revenue needed to pay for this. Furthermore, closing
corporate loop holes in the tax code and extending the estate tax are other ways to cover these
extremely important tax credits while adhering to Congress’ “pay-go” rules. After investing trillions
of dollars in Wall Street bailouts, wars in the Middle East, and tax cuts for the wealthy, Congress’
concern for cost is disingenuous at best.

Also, leaders in Congress recognized the importance of including the expansion of the Child Tax
Credit and reducing EITC’s marriage penalty by including in the “PayGo rules” governing their
spending decisions, which means these expansions do not need to offset.

Q: Why are we using the tax code to address poverty and low-income concerns? Why
should one-third of American tax filers or approximately 46 million households pay no
income tax?

A: First, it's important for us all to know that the households in question pay taxes. These tax
credits only alleviate some or all of income tax for eligible families. But these families still pay
property taxes, sales taxes, payroll taxes, and more.

Historically the tax code has been used as a tool to effect policy that encourages everything from
business development to home ownership to charitable giving. Every credit and deduction is
viewed as costing us tax dollars and are called “tax expenditures” because of the foregone
revenue.

For example, the provisions that seek to ensure retirement income and financial security for
millions of Americans are in the tax code. As a result, most American households that are already
financially secure receive greater amounts of tax dollars than the low-income. The tax revenues
foregone for the EITC and CTC help as many as half of all families with children move above the
federal poverty level while encouraging the work ethic.

These tools are part of the larger safety net that government structures to assist the most
vulnerable in society — in the case of these credits, especially children — that fall by the wayside
and into poverty as business reacts to market pressures to downsize, outsource, cut jobs, and
lower wages. Moderates, progressives, and some faith-driven conservatives recognize that a
function of government is to keep the social fabric of our civil society strong and to help the
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vulnerable. Ensuring that children are not raised in poverty — thereby supporting their potential
to make life-long contributions to society - is a key pillar of a strong nation.

Q: How can you justify making the credits refundable, i.e., giving the taxpayer the full
credit even though it exceeds the federal tax owed? Isn't this just welfare by another
name?

A: The EITC encourages and rewards work; if you don’t work, you don’t get the credit. Beginning
with the first dollar, a worker’s EITC grows with each additional dollar of wages until it reaches the
maximum value. This creates an incentive for people to leave welfare for work and for working
poor people to work additional hours towards full-time employment.

This incentive feature has made the EITC remarkably successful. Studies have shown, for
example, that the EITC has encouraged large numbers of single parents to leave welfare for
work. The Committee for Economic Development, an organization of 250 corporate executives
and university presidents, concluded in 2000 that “The EITC has become a powerful force in
dramatically raising the employment of low-income women in recent years.”

In addition, while a worker receives the entire credit even if it exceeds his/her federal tax — the
refundability feature - low-income families will be paying sales tax, property tax, excise tax, and
other taxes. A refundable EITC helps offset these other taxes, thereby making the tax system as
a whole more progressive and less inhibiting to work.

Q: Doesn " ekpanding these credits create an incentive for poor families to have more
children?

A: The EITC is the most successful program in this country for moving families with existing
children out of poverty. Given all the factors that influence the number of children a family has,
there is no evidence to support the claim that a modestly higher tax credit causes recipients to
expand their family size and remain in poverty. For these credits, the cost of raising another child
far outweighs the added income the EITC or CTC would provide.

For example, a single mother with two children making $9,667 a year does not have an incentive
to have another child as the additional $1,000 received is not enough to offset the costs of raising
that third child.

Q: What about the fraud and overpayment rates?

A: Congress and the IRS have simplified complicated rules and increased oversight in order to
reduce confusion and potential rates of fraud and overpayment. By comparison, honcompliance
in other parts of the tax system results in a much higher loss of income for the IRS than any EITC
overpayments.

Sources have shown that EITC errors and noncompliance amount to less than 3 percent of all
noncompliance, but analysts estimate that tracking down EITC errors would cost 45 percent of
any new IRS enforcement dollars. Furthermore, the already small error rate also includes
instances when families receive less credit than they are actually eligible for, rendering
overpayment rates even smaller.

Q:Don’'t recipients of these credi t—shoywdosstthispend t he
really help lift them out of poverty over the long term?

A: Long term, asset building through savings is a way out of poverty and to be encouraged.
Research does show that people with incomes below the poverty line are able to save. The IRS
promotes savings by offering split refund opportunities that enable tax filers to place a portion of
the refund directly into savings. A tool like the Saver’'s Bonus would provide low-income people
with a government match on savings up to $500 a year. Individual Development Accounts (IDAS)
are another such tool. Largely funded by the federal government’s Assets for Independence (AFI)
program, they are matched savings accounts that help people with modest means save towards
the purchase of a lifelong asset, such as a home, pursuing education, or for retirement.
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But because it is harder for poor people to save, especially in today’s economy, tax refunds due
to low-income tax credits will frequently go quickly to pay for essential goods and services — but
then stimulating the economy is a good thing too!

Q:Don’t complicated tax credits force people to use p

A: Yes, this can happen but paid preparers are not the only resource they can turn to. The IRS
helps people complete their tax returns through its Volunteer Income Tax Assistance

Program (VITA). VITA offers free tax help to low- to moderate-income (generally, $49,000 and
below) people who cannot prepare their own tax returns. Certified volunteers sponsored by
various organizations receive training to help prepare basic tax returns in communities across the
country. VITA sites are generally located at community and neighborhood centers, libraries,
schools, shopping malls, and other convenient locations. Most locations also offer free electronic
filing. Our RESULTS group has talked with our local VITA program and we’d love to connected
you, or to locate the nearest VITA site, call (800) 829-1040.

Q:Doesn’t the EITC give employers an incentive to kee

A: Actually what keeps wages low is the negative U.S. trade balance that requires employers to
compete with low-paying jobs overseas or outsource jobs. As jobs move overseas, we are left
with more unemployed and low-income workers and the need for anti-poverty measures
increases. In other words, as globalization levels the playing field, pockets of this country are
being left empty and require help. For a large share of Americans, the U.S. labor market no
longer works as a reliable way to build a stable career and support their families. Our low
minimum wage that is not indexed to inflation and goes for long intervals without an increase also
contributes to the problem.

Legislative Process 101: How We’ll Get Critical Expansions of EITC
and CTC Made Into Law in 2010

For a more detailed overview of the legislative process, see “How a Bill Becomes a Law” on the
RESULTS website.

Senate Side House Side
Step 1: Authoring Step 1: Authoring

Our senators weigh in with Senate Our representatives weigh in with House

Finance Committee Chairman Baucus as Ways & Means Committee Acting
he and his staff draft the middle class tax Chairman Levin as he and his staff draft

bill. (now-July) middle class tax bill. (now-July)
Step 2: Introduction Step 2: Introduction

Senator Baucus introduces bill for Representative Levin introduces bill for

consideration, likely as an amended consideration. (expected in July)

version of the House bill. (expected in July)

14


http://www.results.org/skills_center/how_a_bill_becomes_a_law/

/ Step 3: Committee \
Senate Finance Committee considers and
“marks up” the legislation, sending it to
the full Senate. (expected in July) Note:
Senate leaders may choose to bypass
committee consideration and bring the bill

K directly to the full Senate floor. /

Step 4: Senate Floor
The bill is voted on by the full Senate. It is
either passed or defeated via majority
vote. 60 votes are needed to make
changes that will add to the federal deficit.

Step 3: Committee
House Ways and Means Committee
considers and “marks up” the legislation,
sending it to the full Senate. (expected in

July)

Step 4: House Floor
The bill is voted on by the House
Representatives. It is either passed or
defeated via majority vote.

Step 5: Conference Committee
A joint House-Senate committee meets to
reconcile the differences between the House
and Senate into one version of the bhill.

Step 6: Vote on Conference Report
The final version of the bill is sent to both
houses of Congress for approval without an
option to alter it. If both houses pass it, it is
sent to the president.

Step 7: President Signs Into Law
The bill, now approved by Congress, is sent to
the President to either sign it into law or veto it.
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Where You Can Influence the Process

Many people choose to take action when the chambers are set to begin voting on a standing bill,
if at all. By this point, however, it is often too late for a constituent or even a member of Congress
to make a difference. RESULTS activists get engaged early on in the process, even before Step
1 in order to have a say in the formulation of critical legislation. The tax reform legislation that is
set to happen this year is still in its early stages. On the Lobby Day of our International
Conference, you will make your voice heard as a citizen and ensure that Congress keeps low-
income Americans in mind as it drafts its bill regarding tax cuts and credits. You are one step
ahead of the game. Now let’'s make it happen.

Building Savings and Assets

RESULTS work on economic opportunity is not limited to supporting important tax credits like the
Earned Income Tax Credit (EITC) and Child Tax Credit (CTC). We also support ideas and
programs that are specifically targeted to increase savings among low-income populations. The
key to a poverty-free life is having wealth. Therefore, increasing savings and assets must be an
important component of any poverty-reduction strategy.

Fortunately, there are already programs out there designed to help low-income people build
assets. The Individual Development Accounts (IDAs), Children’s Savings Accounts, Saver’s
Credit, and Saver’s Bonus are all designed to promote savings by allowing low-income persons
to open specified savings accounts that are then partially matched by a savings institution or the
government. Matched savings, i.e. for every dollar saved by the client, the institution or agency
administering the savings product contributes a matching amount, provide a strong incentive for
people to save. Once people get in the habit of saving, they are more likely to continue, which
then builds up a larger asset base. So as to promote responsible saving, these programs
generally have restrictions on how the money (or at least the matched portion) may be spent.
Here are more details about various asset development programs.

Individual Development Accounts (IDAS)

IDAs are subsidized savings accounts in which a saver’s deposits are matched by sponsors
dollar-for-dollar (and sometimes more) up to a certain amount (generally $500 per year).
Sponsors may be foundations or government agencies. There are restrictions on use of the
proceeds, which are typically home ownership, higher education, starting a small business or
retirement.

In 1998 RESULTS and our allies successfully advocated for the Assets for Independence Act.
Congress authorized $125 million for a multi-year project of IDAs. Supported by the Assets for
Independence Act and private funds, more than 85,000 IDAs have been opened in programs
administered by more than 1,100 sites across the country. The impact of this initiative has
resulted in more than 9,400 new homeowners, 7,200 educational purchases and 6,400 small
business start-up and expansion purchases. CFED estimates that each federal dollar invested in
IDAs would yield a return of approximately five dollars to the national economy in the form of new
businesses, additional earnings, new and rehabilitated homes, reduced welfare expenditures, and
human capital associated with greater educational attainment.

Current Legislation:

e H.R.2277/S.985, The Savings for Working Families Act. The Act, introduced by Rep. Earl
Pomeroy (D-ND-At Large) and Sen. Blanche Lincoln (D-AR) in 2009, would expand the
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number of IDAs to 3 million people in the U.S. Low-income individuals would be able to
start tax-exempt IDAs to pay for education expenses, first-time homebuyer costs, and
business capitalization or expansions. Participants would be eligible for a dollar-for-dollar
match of up to $500 per year and also receive financial literacy training as part of the
program. Organizations providing matched savings deposits would receive a business
tax credit. Any amounts saved in a qualified IDA would be disregarded for purposes of
determining eligibility for assistance under certain means-tested federal programs.

Children’s Savings Accounts (CSASs)

CSAs, or KIDS Accounts, are savings accounts for children that begin at birth. The government
would make an initial deposit into a designated account, typically $500, for each child born after a
certain date. Children of low-income families would get a larger deposit and/or be eligible for
annual matched contributions than wealthier families. In 2005, the United Kingdom created the
Child Trust Fund, which is now the most developed CSA program in the world. All children born
after 9/1/02 received a government voucher of at least 250 pounds that can be redeemed and
deposited into a savings or investment account. To date, over 4 million accounts have been
created.

Current Legislation:

e H.R.4682, The American Savings for Personal Investment, Retirement and Education Act
of 2010 (ASPIRE Act). The 2010 ASPIRE Act was introduced by Rep. Patrick Kennedy
(D-RI-1), along with Reps. Jim Cooper (D-TN-5) and Tom Petri (R-WI-6). The Act would
create a lifetime savings account (LSA) for every child born in the United States after
12/31/10. Every child would receive a $500 deposit in a specified account, with low-
income children eligible for an addition deposit and matching funds. The funds would be
held in trust until 18 years of age, when it could then be used for post-secondary
education. At 25, funds could be used for retirement or homeownership. No companion
bill in the Senate has been introduced this session.

Saver’s Credit

The Saver’s Credit is a non-refundable tax credit of up to $1,000 per person available to low-
income individuals and households that contribute to qualified retirement savings plans. By
claiming the credit, which reduces one’s tax liability, the cost of contributing to a retirement plan is
reduced thus providing an incentive for low-income households to save for retirement.
Unfortunately, the credit is non-refundable. Because lower income households have little or no
tax liability, non-refundable tax credits are not much benefit to them. By making the credit
refundable, i.e. people would get a refund check if their credit is more than what they owe in
taxes, low-income tax filers would have a greater incentive to save.

Current Legislation:

e H.R.1961/S.3090: The Savings for American Families’ Future Act of 2009 (S.3090 was
introduced in 2010). These bills would expand the Saver’s Credit families earning up to
$65,000, automatically deposit matching funds into designated personal retirement
accounts (House bill only), and provide inflation adjustment for both income and
contribution limits. The bill also matches fifty percent of the first $1,000 of savings for
families earning less than $65,000 (currently, only couples making $33,300 or less are
eligible for a 50 percent match). Best of all, the bills make the credit refundable.

Saver’s Bonus

The Saver's Bonus uses the tax system to provide incentives for low-income families to save. The
Bonus is available to families with incomes below 120 percent of EITC eligibility. Households can
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only receive the bonus by making a commitment to direct deposit all or part of their tax refund into
a designated savings product. The appeal of this idea is that people can make this commitment
directly on their federal income tax forms, thus making it easy to enroll. Households could also
receive a match for deposits made into these accounts, up to the $500 per year. Eligible accounts
include IRAs, 401(k)s, 529 College Savings Plans, Coverdell Education Accounts, U. S. Savings
Bonds and CDs (minimum 6 month term), plus any other products designated by the U.S.
Treasury. Families would also be able to purchase U.S. Savings Bonds directly on their federal
income tax returns (in 2010, this option was made available on federal tax returns).

Current Legislation:

e The Saver’s Bonus Act was introduced by Sen. Robert Menendez (D-NJ) in 2008. The
Act has not been introduced in the 111" Congress.

RESULTS supports these initiatives and urges Congress to pass legislation that creates
and expands these important poverty-reduction tools.

Broader Tax Policy Debate

As we work to preserve recent expansions of the EITC and CTC and support low-income asset
development, it is important to know that the fight for these expansions is taking place amongst a
much larger debate over federal taxes.

Why does tax policy matter? As former Supreme Court Justice Oliver Wendell Homes said
“Taxes are the price we pay for civilization.” We sometimes take for granted that taxes make
society work. Without them, countless societal benefits, services and protections would not exist.
Benefits such as roads, clean water, sewage systems, military protection, Social Security,
Medicare, fire and police protection, among others. Taxes are also a way we can ensure that all
citizens can at the very least meet their basic needs for survival. Federal, state, and local
programs to combat hunger, poverty, illness, homelessness and other problems are funded
through our tax system. Without those programs and the taxes that pay for them, millions of
Americans would live in abject poverty with little hope of getting out. Unfortunately, when tax
revenues go down, through cuts or economic downturns, it is these social safety net programs
that are first on the chopping block.

Our current tax system is dysfunctional. Over the last 30 years, tax policy has been rewritten to
reward wealth over work. In a report from the Corporation for Enterprise Development (CFED), it
is estimated that each year, Washington “spends” at least $335 billion annually on federal asset
policies (e.g., support for homeownership and rewarding savings) through programs or tax cuts
and expenditures. Of those benefits, over one-third go to the wealthiest 1 percent of households;
the bottom 60 percent receive less than 5 percent of the benefits.

In the last decade, things have only gotten worse. In 2001 and 2003, President George W. Bush
signed into law sweeping tax cuts. According to Citizens for Tax Justice, it is estimated that those
tax cuts have cost $2.5 trillion over the last decade. While most people saw some change in their
tax liability, half of the benefits went to the wealthiest 5 percent of taxpayers.

When the Bush tax cuts were written, they included a sunset provision in 2010, meaning they
would all expire at the end of this year. Even though many members of Congress have pushed to
make these cuts permanent after they were enacted, Congress has resisted this temptation up to
this point. However, in an election year like 2010, there is now tremendous pressure to make all
the cuts permanent. President Obama and Democratic leaders have proposed preserving the
cuts for low and middle income persons, while allowing the cuts for the top 2% wealthiest
Americans to expire (individuals earning over $200,000, couples above $250,000). It is generally
believed that extending the cuts for the middle class and below will be enacted before the end of
the year. It is the extension of tax cuts for the wealthy that is the point of contention. Most
Republicans want to see the tax cuts for the wealthy extended, and some Democrats in Congress
are willing to join them.
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Not only are further tax cuts for the wealthy fiscally irresponsible as they further strain the federal
budget and put social safety net programs at risk, extending these tax will also contribute to an
already staggering income gap between the rich and poor. A recent book, The Spirit Level: Why
Greater Equality Makes Societies Stronger by British researchers Richard Wilkinson and Kate
Pickett, demonstrates just how damaging income inequality can be for wealthy societies. The
authors took data from rich countries around the world, as well as all 50 U.S. states, and looked
at the impact of income on the prevalence of various social problems (crime, education, health,
etc.) What they discovered was astonishing. In every category of problem they measured, they
found that as income inequality increases, so does the frequency of these problems. Countries
(and states) that have a larger gap between rich and poor have higher homicide rates, higher
infant mortality rates, higher teen births, higher obesity rates, and lower school performance in
children, among others. Our objective should therefore be to reduce the gap between the rich and
poor, not make it worse with reckless and unnecessary tax cuts.

The Estate Tax

One of the tax cuts enacted under President Bush was a slow repeal of the federal estate tax.
The estate is a tax on inherited wealth. Despite public belief to the contrary, in 2009 99.7 percent
of all U.S. estates were exempt from the estate tax. Quite literally, this is a tax that only applies to
multi-millionaires. In 2009, it applied to estates worth more than $7 million per couple (assets
above that amount were taxed at 45 percent). As President Theodore Roosevelt, a strong support
of the estate tax said, “The man of great wealth owes a particular obligation to the state, because
he derives special advantages from the mere existence of government.”

Per the 2001 tax cut, the estate tax went into full repeal in 2010. The House passed a bill in late
2009 to make the 2009 estate tax levels permanent but the Senate failed to follow suit before
December 31. Fortunately, the repeal lasts only one year; in 2011 it returns the pre-Bush levels
(assets above $1 million are taxed at a 55 percent rate). In 2001, proponents of full estate tax
repeal hoped that the 2010 temporary repeal would put pressure on Congress to make the repeal
permanent.

However, the economic downturn has silenced much of the permanent repeal push. In a touch of
irony, it is now those same repeal proponents who are working furiously to reinstate the tax
before the 2011. The leading idea for estate tax opponents, led by Sens. Blanche Lincoln (D-AR)
and Jon Kyl (R-AZ), would only tax assets above $10 million per couple at a rate of 35 percent.
The Lincoln-Kyl proposal would cost another $440 billion over ten years (as compared to the
scheduled 2011 level), in addition to the hundreds of billions of dollars of lost revenue from the
2001 cut. (Note: while raising the exemption amount does reduce the number estates subject to
the tax, it is actually the lowering of the tax rate on the remaining estates that creates much of
revenue 10ss).

Current legislation:

e H.R.2023, The Sensible Estate Tax Act of 2009 was introduced by Rep. Jim McDermott
(D-WA-7). The Act would reset the estate tax to a reasonable level. Assets over $2
million per individual (indexed to inflation) would be taxed at a 45 percent rate, assets
over $5 million at a 50 percent rate, and over assets over $10 million per couple at a 55
percent rate.

RESULTS strongly opposes any further tax cuts that benefit the wealthy; it should allow
the Bush tax cuts for individuals making $200,000 or more to expire. Furthermore, if
Congress must reinstate the estate tax in 2010, RESULTS supports H.R.2023, The Sensible
Estate Tax Act of 2009. Otherwise, Congress should simply let the estate tax return to pre-
Bush levels next year under current law.

19


http://www.amazon.com/Spirit-Level-Equality-Societies-Stronger/dp/1608190366/ref=sr_1_1?ie=UTF8&s=books&qid=1272660762&sr=8-1
http://www.amazon.com/Spirit-Level-Equality-Societies-Stronger/dp/1608190366/ref=sr_1_1?ie=UTF8&s=books&qid=1272660762&sr=8-1
http://www.amazon.com/Spirit-Level-Equality-Societies-Stronger/dp/1608190366/ref=sr_1_1?ie=UTF8&s=books&qid=1272660762&sr=8-1
http://www.results.org/website/navdispatch.asp?id=2022
http://capwiz.com/results/issues/bills/?bill=13207701

Health Care for All

Lack of access to quality, affordable health care is a huge problem for millions of Americans; 46
million Americans, including 8 million children, are uninsured, millions more are underinsured,
and thousands of people are losing their insurance coverage every day.

RESULTS works to find the “trimtab” campaigns that will make a substantial difference in the lives
of the lowest-income Americans. Within larger policy debates such as tax policy and health
reform, the needs of low-income Americans are not often prioritized, so we’'ve chosen to make
them our priority as larger battles rage. While the health reform battles raged in DC and back
home, RESULTS volunteers were often the only citizen advocates in our communities pushing
Congress to expand coverage and access for people living in poverty. In total, RESULTS activists
made over 1300 contacts to congressional offices, at least 68 pieces of media, and got over 2000
other people involved in our efforts since the beginning of 2009.

The most sweeping reform of America's health care system passed the House of
Representatives on March 21, 2010. The House passed the Senate health bill, the Patient
Protection and Affordable Care Act, by a vote of 219-212. They then followed up that vote by
passing the Reconciliation Act of 2010 (H.R.4872), which amended and improved upon the
Senate health reform bill, by a vote of 220-211.

These reforms expand coverage and access to care for millions of low-income kids and
families.

Health Reform Protects and Expands Medicaid

Medicaid is a critical building block for health care reform efforts over the long term. Medicaid
pays for medical assistance for 60 million low-income people, including 29.5 million children, with
low incomes and resources. It is administered by the states and funded by both the federal and
state governments. Medicaid is larger than any single private health insurer.

RESULTS champions Medicaid expansion and improvements because it covers millions of low-
income people, including children, the disabled, and seniors with basic, quality health care.
Expansion is costly however, and is requiring increasing federal support to reach more people at
or near the federal poverty line, and to insure that access to care is feasible for them. Some
health care providers will not see Medicaid patients unless the provider receives what is deemed
a reasonable reimbursement from Medicaid; this also increases the costs of Medicaid expansion.

RESULTS worked for months educating our volunteers, our communities, and our members of
Congress on the importance of Medicaid in the health reform debate. Despite setbacks and
delays, the final health reform bill makes a significant investment in low-income health coverage
through the Medicaid program. Here are the provisions in the bill related to RESULTS priorities
for strengthening Medicaid:

¢ In 2014, the Medicaid health program will expand to cover all persons earning up to 133
percent of the federal poverty line (in 2010, $29,326.50 for a family of four). This
expansion is expected to provide 16 million uninsured persons with coverage by 2019.

e The federal government will finance 100 percent of this expansion for three years (2014—
2016). In 2017, federal funding will drop to 95 percent, 94 percent in 2018, 93 percent in
2019, and 90 percent in 2020; it will remain at 90 percent thereafter.

e Payments to doctors who provide primary care services to Medicaid patients will be
raised to the same level as Medicare payments in 2013 and 2014. This is expected to
increase access to care as more doctors take on Medicaid patients. The federal
government will pay 100 percent of the cost for these increases.
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e All new enrollees in Medicaid will be guaranteed a base benchmark package that covers
at least basic health services.

e States may begin expanding their Medicaid programs to cover adults without children
beginning next month, but will not receive additional federal funding to cover these
persons until 2014.

Health Reform Increases Access for Underserved Communities
through Community Health Centers

Many people in rural areas and urban inner cities lack nearby health care facilities and primary
care providers. Another priority for RESULTS was to ensure that health reform increased access
to quality care, especially for underserved communities.

Currently, there are approximately 1,100 community health centers (CHC) in the U.S., serving 19
million people. This is the nation’s largest primary care system. Although anyone can seek
treatment at a CHC, most of those cared for in this system are uninsured or on Medicaid
(Medicaid makes up a large portion of CHC budgets). In addition, CHCs primarily serve lower
income and minority communities; 70 percent of patients have incomes below 100 percent of the
poverty line and 91 percent below 200 percent of the poverty line. Yet, the federal CHC budget
averages about $2 billion per year, about .08 percent of the $2.5 trillion the U.S. spends on health
care each year.

Because RESULTS knew the importance of expanding access to care for low-income
communities (especially knowing more would get health coverage through reform), increasing
funding for CHCs was another top priority during the health reform debate. Fortunately, like the
Medicaid expansion, the final health reform bill makes significant new investments in CHCs. Here
are the provisions in the bill related to RESULTS priorities for expanding community health
centers:

e Funding for community health centers (CHCs) will increase by $11 billion over five years
(2011-2015); $9.5 billion for expanding services and $1.5 billion for facilities and
construction. It is estimated that this expansion will allow CHCs to serve an additional 20

million people.

e The National Health Service Corps will get $1.5 billion in new funding over five years. The
NHSC provides loans and scholarships to medical students who agree to serve in areas
where there are physician shortages after graduation, many times in CHCs. This funding
is expected to help train 15,000 new primary care providers.

e Health reform also establishes new programs to support school-based health centers and
nurse-managed health clinics.

Looking Ahead: Building Support for a National Health Program
(Single Payer Health Care)

After several grueling years of pushing Congress to pass health reform, our 2010 conference
focus will be on other issues, primarily low-income tax credits. However, our commitment to
health care for people living in poverty remains strong. RESULTS continues to support for a
National Health Program (aka single payer system) as the long-term vision for the health system
we need. RESULTS groups will urge Congress to support single payer bills, including H.R.676,
introduced by Rep. John Conyers, D-MI-14, and S.703/H.R.1200, introduced by Sen. Sanders, |-
VT/Rep. McDermott, D-WA-7. Later in 2010 (perhaps during the fall election season), we may
mobilize to build support for a national health program during candidate appearances and other
public events.
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Working to End Hunger: Child Nutrition Programs

Federal child nutrition programs help ensure that children in low-income families are getting the
food they need to grow up healthy . The rate of child poverty in the U.S. was 19 percent in 2007.
According to the U.S. Department of Agriculture, 16.7 million children (22.5 percent of all
children) lived in households that were food insecure in 2008, up sharply from 12.4 million (16.9
percent) in 2007; and 12.1 million adults and 5.2 million children lived in households with very low
food security. This means their families had to scramble, with varying outcomes, to put food on
the table. Both poverty and food insecurity were much higher for Hispanic and African-American
households than for non-Hispanic White households.

President Obama has pledged to end child hunger in America by 2015. In December 2009, the
National Anti-Hunger Organizations (NAHO), of which RESULTS is a member, published

a Roadmap to End Childhood Hunger in America by 2015. The roadmap lays out nine steps to
reach this goal:

1. Create economic growth that provides economic opportunity for all.

2. Increase the minimum wage.

3. Establish a tax system that helps families thrive.

Improve key supports to help families with children meet their basic needs.
Ensure access to affordable, quality healthcare.

Increase access to and participation in the federal nutrition programs.

Expand federal nutrition program eligibility to reach all food-insecure children.

© N o g &

Ensure that children have not only enough food but enough nutritious food.
9. Provide the leadership to reach the 2015 goal.

Congress can take action in 2010 toward ending childhood hunger in America by passing a
strong child nutrition reauthorization. This reauthorization must improve access, meal quality and
nutrition for millions of children, particularly low-income children in child care, school, after school,
during summer and at home. The child nutrition programs scheduled to be reauthorized by
Congress in 2010 include the National School Lunch Program (NSLP), The School Breakfast
Program, Summer Food Service Program (SFSP), Special Supplemental Food Program for
Women, Infants, and Children (WIC), and Child and Adult Care Feeding Program (CACFP).

Grassroots action is needed to generate broad, national support for a robust child nutrition
reauthorization that will reduce hunger and food insecurity, help reduce childhood obesity,
improve child nutrition and health, and enhance child development and school readiness.

Child Nutrition Reauthorization Update

President Obama sent his fiscal year 2011 budget requests to Congress on February 1, 2010.
For Child Nutrition and WIC Reauthorization, his budget proposes $10 billion in additional funding
over ten years (subject to "paygo” rules, meaning it must be offset in the budget). According to
the budget, the additional investments will be "aimed at ending childhood hunger, reducing
childhood obesity, and improving the diets of children, and raising program performance to better
serve our children.”

In March 2010, the Senate Agriculture Committee under Chairman Blanche Lincoln (D-AR)
unanimously approved the Healthy Hunger Free Kids Act of 2010, the child

nutrition reauthorization bill written by Chairman Lincoln herself. Chairman Lincoln’s bill provides
an increase in child nutrition funding of $4.5 billion over ten years, all financed by reallocating
money from other Agriculture Committee programs. Of the $4.5 billion in new investments, $3.2
billion went to increase reimbursement rates for school meals and $1.2 billion went to improve
program access and participation.
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The bill takes several steps toward ensuring that children can participate in nutrition programs
and get the food they need. According to our allies at Food Research and Action Center, the bill;

e Expands the after school meal program to all 50 states

e Supports improvements in direct certification for school meals
e Creates new paperless options for universal meals

e Enhances the nutritional quality of school and pre-school food

Unfortunately, the funding is less than half of the $10 billion over ten years requested by the
Obama administration. Funding would have to be found outside of the Agriculture Committee’s
jurisdiction to bridge that gap between Chairman Lincoln’s bill and the president’s proposal.
Advocates are pushing the Senate to find the additional funding to meet the President’s request
for the full $10 billion.

The House of Representatives has yet to take up their child nutrition reauthorization bill. In April
2010, RESULTS and our allies worked to get signatures for a “Dear Colleague” letter in the
House, initiated by Reps. Jim McGovern (D-MA-3) and JoAnn Emerson (R-MO-8). The letter
urges House leadership to include the full $10 billion in new funding for child nutrition
reauthorization. The letter garnered 221 signatures from House members and was delivered to
leadership in early May. Since a majority of House members signed onto the letter, this created
strong momentum for House Education and Labor Committee, in coordination with the Ways and
Means Committee, to include the full $10 billion in new funding when it releases and mark up its
child nutrition reauthorization bill this summer.

On June 10, Education and Labor Committee Chairman George Miller (D-CA-7), along with
committee members Carolyn McCarthy (D-NY-4) and Todd Platts (R-PA-19) introduced The
Improving Nutrition for America’s Children Act of 2010. House Education and Labor Committee
consideration is expected in mid- to late-June.

This is a critical moment to influence how much funding and what provisions are included in the
House bill. With nearly a quarter of America's children struggling against hunger, the time for
strong action is now. Congress must complete Child Nutrition Reauthorization this year.

Current Legislation:

e S.3307: The Healthy, Hunger-Free Kids Act of 2010 is the Senate reauthorization bill for
child nutrition programs (introduced by Sen. Blanche Lincoln (D-AR)). The bill would
reauthorize child nutrition programs along with a $4.5 billion increase in funding.
Highlights of the bill include an expansion of the Afterschool Meal Program to all 50
states; direct certification of school meal programs, i.e. school districts would directly
enroll children by matching enrollment data from other food programs like SNAP; schools
in high-poverty areas would be allowed to offer free meals to all students without using
paper applications, which will streamline the process and reduce administrative costs,
and the nutritional quality of meals provided in school and pre-school settings would be
improved.

e H.R.5504: The Improving Nutrition for America’s Children Act of 2010 would reauthorize
child nutrition funding at significantly higher levels to improve access to school meal
programs, improve meal quality, and fill nutritional gaps during the summer and after-
school. The bill would authorize approximately $8 billion in new funding over ten years,
which is more robust than the Senate Agriculture Committee bill that would provide $4.5
billion in new investments. RESULTS strongly supports the provisions of H.R. 5504
with its emphasis on the following:

o0 Increasing the number of eligible children enrolled in school lunch
programs by using Medicaid/SCHIP data for direct certification of income
qualification;

0 Increasing access to healthy school breakfasts;
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o Providing enhanced universal meal access for eligible children in high
poverty communities by eliminating paper applications and using census data
to determine school wide income eligibility;

0 Increasing access to nutritious food in schools, child care centers and homes,
in after-school programs, on weekends, and during the summer;

o Promoting stronger collaboration and sharing of nutrition education between
child care programs and WIC programs; and

0 Modernizing and streamlining program operations to improve program
integrity and efficiency.

S.2749/H.R.4402: The Access to Nutritious Meals for Young Children Act of 2009
(introduced by Sen. Kristen Gillibrand (D-NY) and Rep. Paul Tonko (D-NY-21)) would
improve young children's access to nutritious meals in child care centers, family child
care homes, and Head Start and Early Head Start programs. The bill would strengthen
the Child and Adult Care Food Program (CACFP) by increasing reimbursement rates for
child care centers and family child care homes, adding a third meal or snack option for
children in child care, expanding CACFP family child care home area eligibility,
increasing the administrative reimbursement rate for CACFP-sponsoring organizations,
and streamlining and simplifying program and paperwork requirements for states,
sponsoring organizations, child care providers, and parents.

S.1343: The Hunger Free Schools Act of 2009 (introduced by Sen. Sherrod Brown (D-
OH)). This bill allows schools serving a high proportion of low-income children to serve
free meals to all children. It also requires school districts to use data from Medicaid and
Children’s Health Insurance Program (CHIP) to directly certify more students who are
eligible for free meals and improves state performance by setting a standard for direct
certification and providing incentives for reaching the goal.

S.990: Amending the National School Lunch Act. Senators Debbie Stabenow (D-MI) and
Richard Lugar (R-IN) introduced this bill to expand access to healthy afterschool meals
for school children in working families. The bill amends the Richard B. Russell National
School Lunch Act by expanding the Afterschool Meal Program to children from all states
(currently only ten states can operate this program). It also gives schools the option of
operating suppers through the School Lunch/Breakfast Programs or through the Child
and Adult Care Food Program (CACFP), easing program administration for some
schools. It also authorizes grants to states to encourage schools and institutions to
participate.

TAKE ACTION: RESULTS volunteers with representatives on the House Education and Labor

Committee, or those interested in nutrition programs, may want to use your time in Washington to
deliver a message to Congress on child nutrition. In particular, you may choose to emphasize the

following: At least $1 billion per year in new investments is needed for child nutrition

programs. This investment will allow us to increase program access and participation for

low-income kids, fill gaps in program delivery, and combat child hunger. Use our online

alert to urge Congress to invest in child nutrition programs.
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Early Childhood Development

Access to quality early childhood development programs is central to breaking the cycle of
poverty. A child with access to a good education and quality child care is going to grow up to be a
healthier, smarter, more productive member of society. RESULTS focuses our childhood
development efforts on early education and child care. Head Start and Early Head Start give
children a better chance to succeed in school and in life. Also, affordable, quality child care is vital
for parents who want their children to be in a safe, learning, and nurturing environment while they
are at work.

Head Start

Since our founding, RESULTS has advocated for the Head Start program. Head Start was
created in 1965 and is the longest-running national school-readiness program in the United
States. The program provides federally funded grants to local public and private non-profit and
for-profit agencies to provide comprehensive child development services to disadvantaged
preschool children and their families.

These services include:
e School readiness and cognitive development services
e Frequent medical screening, immunizations, and dental services
e Healthy nutritional assistance
o Referral services for a range of individual child and family needs
e An opportunity for parents to participate in school decision-making

We support annual funding increases for Head Start, Early Head Start, and the Child Care
Development Block Grant (CCDBG), so that all three programs are able to serve a greater
number of eligible low-income children. Head Start reaches less than 50 percent of eligible
preschoolers, and Early Head Start serves less than 6 percent of all eligible families with babies
and toddlers. RESULTS will continue to advocate for funding increases for both programs so that
more children and their families can be served.

In February 2009, Congress passed the American Recovery and Reinvestment Act (H.R.1), a bill
to revive the slumping economy. This bill included $2.1 billion in temporary funding for Head Start
($1.1 billion of that is for Early Head Start). ARRA funds were critical to supporting low-income
working families and restoring cuts to programs. ARRA funds have allowed an additional 14,000
three- and four-year olds to participate in Head Start and 50,000 infants and toddlers in Early
Head Start. This funding has also helped maintain or create approximately 24,000 jobs in Head
Start centers. RESULTS applauds these smart investments in the program, and urges the
president and Congress to work together to ensure that children and families can access the high
quality, comprehensive services offered by Head Start long after the temporary stimulus funding
period.

The president’'s FY 2011 budget proposal for next fiscal year increases Head Start/Early Head
Start funding by $989 million, for a total of $8.224 billion. This will allow the 64,000 additional
children and families enrolled in Head Start because of ARRA to remain in the program.

The Child Care and Development Block Grant (CCDBG)

Access to quality early childhood programs, including preschool and child care, is essential for
low-income working parents. If parents are expected to work, then early childhood programs must
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be safe, affordable, and available. Beyond that, society has an interest in ensuring that the
programs are of good quality, providing something more than just babysitting.

The 1996 welfare reform law consolidated several different sources of federal funding for child
care into the Child Care and Development Block Grant (CCDBG). CCDBG provides a block grant
to states for child care assistance to help low-income working families become and remain
independent. Specifically, CCDBG helps defray the costs of child care by providing eligible low-
income families with subsidies to help them pay for child care. CCDBG includes funds specifically
dedicated to improving the quality, as well as the amount of child care available, to low income
families.

Funding of CCDBG comes from three sources:
e Mandatory CCDBG funds, typically specified in the welfare law.
e Congress annually appropriates a discretionary amount.

e States may choose to use part of their federal welfare block grant for child care. The
amount varies from year to year and has decreased dramatically because of states’ fiscal
crises.

CCDBG provides money for child care assistance for low-income families, families receiving
public assistance, and those enrolled in training or education or who are working and transitioning
from public assistance. States can use these funds to help families who need child care in order
to work and to help families move out of and stay off of welfare.

For many parents, child care is essential in order for them to work. For families leaving welfare,
child care is pivotal to a parent’s ability to make a smooth transition from welfare to work. For
child care arrangements to support working families, they must be affordable, available, reliable,
and of good quality. Many low-income parents, however, have difficulty finding child care settings
that are affordable and flexible enough to accommodate their work schedules, while also meeting
their child’s developmental needs.

We support annual funding increases for Head Start and the Child Care Development Block
Grant (CCDBG), so that both programs are able to serve a greater number of eligible children.
Federal child care assistance only reaches one out of every seven eligible children, and we
continue to advocate for funding increases so that more children and their families can be served.
CCDBG also provides critical funds to states to help them improve the quality of child care.

The American Recovery and Reinvestment Act (ARRA) included $2 billion in CCDBG funds to
provide services to an additional 300,000 children and their families. Using additional CCDBG
funds, states have been able to reduce wait lists and improve quality in child care settings across
the country by piloting quality rating and improvement systems, expanding networks that support
infant and toddler care providers, and developing innovative efforts to enhance child care
providers’ and teachers’ skills and knowledge.

For 2011, when ARRA funding expires, a $1 billion increase is needed to prevent CCDBG
services "falling off a cliff." In his FY 2011 budget proposal, the president proposed to increase
the Child Care and Development Block Grant (CCDBG) by $800 million (and an additional $11
billion over ten years) in mandatory funds to allow states to provide child care subsidies to
additional working families. An additional increase of $800 million is proposed to provide quality
improvements through the reauthorization of CCDBG. Total funding for CCDBG under this
proposal would equal $2.927 billion.

TAKE ACTION: RESULTS groups will urge policymakers to support the funding increases
included in the president’s budget proposal for CCDBG and Head Start for next year so that they
do not face a “funding cliff” when the temporary recovery funds run out in 2011. RESULTS and
our allies call on Congress to include a $1 billion increase for Child Care Development Block
Grant (CCDBG) and a $1 billion increase for Head Start in the FY 2011 Labor-HHS
appropriations bill. Take Action online to support funding for Head Start and child care.

In addition, RESULTS joins our allies in supporting the Early Learning Challenge Fund, which will
create a framework to guide states in establishing a comprehensive system of high-quality early
26


http://www.results.org/issues/us_poverty_campaigns/early_childhood_development/child_care/
http://www.results.org/issues/us_poverty_campaigns/us_current_campaigns/issues/us_poverty_campaigns/early_childhood_development/child_care/
http://www.results.org/issues/us_poverty_campaigns/us_current_campaigns/issues/us_poverty_campaigns/early_childhood_development/child_care/
http://www.results.org/issues/us_poverty_campaigns/us_current_campaigns/issues/us_poverty_campaigns/early_childhood_development/child_care/
http://www.results.org/issues/us_poverty_campaigns/us_current_campaigns/issues/us_poverty_campaigns/early_childhood_development/head_start/
http://capwiz.com/results/issues/alert/?alertid=7419046&type=CO

learning environments for children birth to five. The Challenge Fund was included in the House-
passed Student Aid and Fiscal Responsibility Act but was dropped in the final legislation. We
support enactment of the Early Learning Challenge Fund this year, and investing additional
dollars in the Challenge Fund once the increases in Head Start and CCDBG are secured.

Finally, we recognize that a robust reauthorization of the federal child nutrition programs is key to
supporting early childhood development. Studies show that when children are malnourished or
hungry, they perform much worse in school. A $1 billion increase for child nutrition programs,
including the Child and Adult Care Food Program, will help to improve childhood nutrition, reduce
hunger, address childhood overweight and obesity, and enhance child development and school
readiness. RESULTS supports the Access to Nutritious Meals for Young Children Act, (S.
2749/H.R. 4402), which will increase access to CACFP and strengthen CACFP’s role in
supporting good nutrition, and also support the bipartisan Improving Nutrition for America’s
Children Act of 2010 (H.R. 5504).
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