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A  s e c o n d  e l e m e n t  o f  t h i s  r e s o l u t i o n  is a n  i n c r e a s e d  p e r s o n a l  
e x e m p t i o n  f o r  c h i l d r e n .  P r e s i d e n t  B u s h  p r o p o s e d  a n  i n c r e a s e  o f  
$ 5 0 0  i n  t h i s  e x e m p t i o n  d u r i n g  h i s  S t a t e  o f  t h e  U n i o n  a d d r e s s .  
O t h e r  p r o p o n e n t s  o f  t a x  r e f o r m  h a v e  s u g g e s t e d  e v e n  m o r e  
s i g n i f i c a n t  c h a n g e s .

H e l p i n g  p a r e n t s  g i v e  t h e i r  c h i l d r e n  a b e t t e r  l i f e  b y  a l l o w i n g  
thrun t o  k e e p  m o r e  o f  t h e i r  e a r n i n g s  is o n e  o f  t h e  b e s t  t h i n g s  w e  
c a n  t o  s t r e n g t h e n  f a m i l i e s .  F a m i l i e s ,  a f t e r  all, a r e  t h e  m o s t  
b a s i c  s t r u c t u r e  o f  s o c i e t y  a n d  t h e i r  p r o t e c t i o n  s h o u l d  b e  t h e  
h i g h e s t  o b j e c t i v e  o f  s o c i a l  p o l i c y .

P a s s a g e  o f  H J R  7 0  w i l l  s h o w  t h e  L e g i s l a t u r e ' s  s u p p o r t  f o r  t h i s  
p r o t e c t i o n .



THE FOLLOWING DOCUMENT MAY NOT FILM 
LEGIBLY BECAUSE OF THE POOR QUALITY OF 

THE ORIGINAL



02/20/$2 15:42

CusenLta:

In general, a taxpayer is allowed a personal exemption for himself, his spouse, and for each 
dependent. Personal exemptions are allowed as deductions in computing taxable income. The amount 
of each personal exemption is 32,300 for taxable years beginning in 1992,

In general, a child age 18 or under qualifies as a dependent i f  the taxpayer furnishes over half 
the child’s support A "child1' includes a child by blood, an adopted child, a stepchild, and a child 
placed with the taxpayer by an authorized placement agency for legal adoption. Xn addition, a child who 
is a member o f  the taxpayer's household and lives with the taxpayer during the entire taxable year may 
bo considered the taxpayer’s "child.” The amount of the personal exemption is indexed for inflation. 
Personal exemptions are phased out for high-income taxpayers.

Reasons for Change

Taxpayers incur significant costs in rearing children. An increase in the personal exemption for 
dependent children is a simple and effective way to decrease the financial burden or, families.

Proposal

The proposal increases the personal exemption for dependent children age 18 and under at the 
end of the taxable year by $500 per child. This amount would be indexed for inflation. The proposal 
is effective October 1, 1992.

Effects of Proposal

•Under the proposal, the personal exemption for dependent children age 18 or under at the end 
o f  the taxable year will increase by $500 per child. For taxable years beginning in 1992, the increase 
wili be prorated.

Revenue Estimate
Fiscal Years

1992 1993 1994 1995 19_g$ 1££7 1992-97
(Billions o f dollars)

Family cut allowance: 0 -4.4 4 .6  *4.7 -5.0 -5.2 -23. S
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STATE OF ALASKA ‘ BILL NO. HJR 70
1991 LEGISLATIVE SESSION
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Date of Committee Action:

The HEALTH, EDUCATION AND SOCIAL SERVICES Committee considered: HJR 70

HOUSE JOINT RESOLUTION NO. 70 FEDERAL TAX EXEMPTION FOR CHILD CARE

Urging the United States Congress to amend the Internal Revenue Code to increase the personal exemption and 
to provide a parental child care exemption.
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[ ] have attached amendments(s)
[H - do pass
[ ] do not pass
[ ] no recommendations
[ ] individual recommendations
[ ] additional referral to th e _______________________________________ Committee

A D O PTS:_____________________________ letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dcpt)

[ ] fiscal im pact__________________________

[v/] zero fiscal n o te ________________________

HOUSE COMMITTEE REPORT

Date Referred: February 12, 1992 FURTHER REFERRALS: Finance

APPROVES PREVIOUS:

[ ] fiscal no te(s)_______________________

[ ] zero fiscal note(s)



The Tax Cut Families Need
D u r in g  h is lo n g  te n u re  o n  C a p i t o l H i l l ,  R e p , D a n  
R o s te n k ow sk i ( D - I L ) ,  c h a irm a n  o f  th e  H o u s e  W a y s  
a n d  M e a n s  C o m m it te e , has b een  fa i r ly  c on s is ten t 
in  fa v o r in g  h ig h  taxes. I t  is th e re fo re  n o t  w i th o u t  
s ig n ific an ce  th a t d u r in g  the  pa s t h o lid a y  season , che 
d o o r  to  M r .  R o s te n k ow sk i 's  c o n g re s s io n a l o ff ic e  
was d e c o ra te d  w ith  C h r is tm a s  g ree tin g s  a n d  w ishes 
f o r  a  h a p p y  n e w  y e a r a n d  “ a tax  c u t  in  1 9 9 2 . "

W h e n  even  D a n  R o s te n k ow sk i is c am p a ig n in g  
f o r  a  tax  c u t , i t  is o b v io u s  th a t s e n t im en t f o r  tax 
re d u c t io n  is s t ro n g . I t  is e q u a lly  c le a r, g iv en  M r .  
R o s te n k o w s k i ’s p o w e r fu l p o s i t io n  as h ead  o f  the  
W a y s  a n d  M e a n s  C o m m it te e , th a t tax re d u c t io n  is 
a  re a l p o s s ib i li ty  in  th is  sess ion  o f  C on g re s s .

R o s te n k ow sk i is o n e  o fa t  least a  h a l f  d o ze n  m a jo r  
D e m o c ra t ic  c o n g re s s io n a l fig u re s  w ith  tax re lie f  
p la n s  to  o f fe r . T h e y  a rc  jo in e d  b y  ju s t  as m a n y  
R e p u b lic a n  tax  c u t p ro p o s a ls . R e m a rk a b ly , th e re  is 
a c o m m o n  th re ad  a m o n g  the m a n y  p la n s  th a t have  
been  p ro p o s e d . D e m o c ra t s  a n d  R e p u b lic an s  a lik e  
seem  to  agree th a t  fam ilie s  w ith  c h ild re n  a re o v e r­
taxed  a n d  need  a b re a k  fr o m  the  in f la t io n -d r iv e n  tax 
increases w h ich  have  fa lle n  d is p ro p o r t io n a te ly  o n  
th e ir  s h o u ld e rs  o v e r  the  p ast g e n e ra t io n .

T h e  tax c lim a te  th a t en a b le d  fam ilie s  to  p ro sp e r 
in  th e  1 9 5 0 s  was so  fa v o ra b le  to  c h ild  re a rin g  tha t 
m o s t fam ilie s  w ith  c h ild re n  in  th a t e ra  w ere  v ir tu a lly  
e x em p t f r o m  fe d e ra l in c om e  tax . T h e  v a lu e  o f  the  
p e rs o n a l e x em p t io n  was so  h ig h , re la t ive  to  wage 
leve ls , th a t th e  e x em p tio n s  a lo n e  e lim in a te d  tax 
lia b i li ty  f o r  fam ilie s  w ith  tw o o r  m o r e  c h ild re n  and  
in c om e s  n e a r th e  n a t io n a l m e d ian . M o re o v e r ,  p a y ­
r o l l  taxes in  th o se  days w ere  s o  lo w  th a t m o s t 
o rd in a r y  w o rk e r s  w h o  had  g row in g  fam ilie s  w e re  
ab le  to  take h o m e  v ir tu a lly  a ll o f  the m o n e y  th ey  
e a rn ed .

R e a l w age leve ls  ro se  th ro u g h  the fi ft ie s  and  
s ix ties , a n d  th e ir h ig h e r in c om es  p u sh ed  m an y  fa m i­
lie s in t o  ta x -p a y in g  b racke ts . B u t  s t i l l , th e  e ffec tiv e  
tax ra tes p a id  b y  fam ilie s  w ith  c h i ld re n  w e re  q u ite

lo w  u n t i l  th e  ra p id  in f la t io n  o f  th e  la te  s ix ties a n d  
the  seven ties a r t i f ic ia lly  e ro d e d  th e  v a lu e  o f  the  
p e rs o n a l e x em p t io n . B y  the  m id  e ig h tie s , m o s t  o f  
the  rc a l- d o lla r  in c rease  in  fe d e ra l ta x a d o n  h ad  been  
c o n cen tra te d  o n  those w age e a rn e rs  w h o  w e re  try in g  
to  raise c h i ld re n .

In  th e  tax re fo rm  o f  1 9 8 6 ,  th is  p ro b le m  rece ived  
s om e  a t te n t io n  w ith  the  d o u b lin g  o f  th e  p e rs o n a l 
e x em p t io n . I t  w as e v id e n t th a t th e  e x em p t io n  h ad  
b y  th e n  lo s t  m o s t  o f  its s ig n ific an c e . A t  a  p re - in f la ­
t io n  le v e l o f  ju s t  S I  0 5 0  p e r  p e rs o n , it s im p ly  fa ile d  
to s h e lt e r a s u f f ic ie n t a m o u n to fe a rn e d  in c om e  fr o m  
ta x a t io n  to  p ro v id e  f o r  the  basic  sub sis tence  o f  
fam ilie s . B y  d o u b lin g  the  p e rs o n a l e x em p t io n , C o n ­
gress t o o k  a s tep  tow a rd s  re p a ir in g  th is in e q u ity . B u t  
the b ig g e r e x em p t io n  w as n o t  e n o u g h  to  so lv e  the 
fin a n c ia l squeeze  im p o se d  fam ilie s  b y  excessive 
ta x a tio n .

W o r k in g  c lass an d  m id d le  c lass fam ilie s  fe e l th a t 
th ey  a re  s im p ly  fa l lin g  b e h in d , a n d  n o t  w i th o u t  
re a son . R e a l w age leve ls  f o r  m e n  u n d e r  fo r t y ,  espe ­
c ia lly  f o r  m e n  w ith  n o  m o re  th a n  a  h ig h  s c h o o l 
e d u c a t io n , a re  a c tu a lly  lo w e r th a n  th e y  w e re  in  th e  
e a r ly  seven tie s . T h u s , th e  fa th e rs  o f  y o u n g  fam ilie s  
a re  a c tu a lly  e a rn in g  less th a n  th e ir  ow n  fa th e rs  d id . 
B u t  th is  is ju s t  the  b e g in n in g  o f  the  p ro b le m . T h e  
co st o f  h o u s in g  an d  h e a lth  c a re  —  e lem en ts  w h ic h  
tend  to  lo o m  m u ch  la rg e r in  the  b u d g e ts  o f  fam ilie s  
w ith  c h i ld re n  th an  a m o n g  th ose  w ith o u t  c h ild re n  
—  have  fa r  o u ts t r ip p e d  in f la t io n . A s a  c on seq u en ce , 
h om e  o w n e rs h ip  seems o u t  o f  th e  fin a n c ia l reach  o f  
a g ro w in g  segm en t o f  the  p o p u la t io n , w h i le  the  
ra p id ly  r is in g  c o s t o f  h e a lth  in su ra n c e  —  o r  w o rse  
ye t , th e  th re a t o f  an  u n in s u re d  illn e s s  —  fu r th e r  
e rod e s  the  p u rc h a s in g  p o w e r  o f  a n  o rd in a ry  
w o rk e r ’ s e a rn in g s .

Y e t  e v en  as the  cost o f  liv in g  has b e en  ris in g  f o r  
y o u n g  fam ilie s , th e ir tax b u rd e n  has g row n  heav ie r. 
N o t  o n ly  a re  the  e ffec t iv e  in c om e  tax ra tes h ig h e r 
th a n  a g e n e ra t io n  ago , b u t  the p a y ro ll tax ra te , w h ic h
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"With a national election 
looming, widespread dis­
content within his own party 
over his failure to keep the 
now-lnfamous’no new taxes' 
campaign pledge, and a fal­
tering national economy, the 
President has come to rec­
ognize tax relief lor families as 
a pressing national priority.’

This Issue ol POLICY IN­
SIGHTS was written by 
Michael Schwartz. Direc­
tor ol the Free Congress 
Foundation Center lor So­
cial Policy.

fa lls  m o s t  h e a v ily  o n  lo w e r - in c o m c  w o rk e rs  because 
n o r o n e  c c n i o f  e a rn ed  in c om e  is e xem p t fro m  it, 
has m o re  than  d o u b le d  s ince  th e  m id -s ix tie s . M o s t 
fam ilie s  w ith  c h ild re n  n o w  pay m o re  in  p a y ro ll taxes 
than  in  fe d e ra l in c o m e  taxes.

T h is  fin a n c ia l squeeze  is on e  o f  the m a in  reasons 
w h y  m o re  m o th e rs  have  been fo rc e d  in to  the w o rk ­
fo rc e . M a r r ie d  w o m en  w ith  c h ild re n  a re  m o re  lik e ly  
to  h o ld  a jo b  o u ts id e  the  h om e  th an  a re  e ith e r 
u n m a r r ie d  w om en  o r  m a rr ie d  w o m en  w ith o u t c h i l­
d re n , even  th o u g h  a lm o s t  e v e ry on e  w o u ld  agree tha t 
the  re sp o n s ib ili ty  o f  ra is in g  c h ild re n  is su ch  th a t a 
low e r ra te  o f  e m p lo y m e n t  w o u ld  be  expec ted  a m o n g  
th is g ro u p . O b v io u s ly ,  p e rce iv ed  fin a n c ia l necessity 
is a s ig n ific a n t fa c to r  in  d r iv in g  u p  e m p lo y m e n t rates 
am o n g  m a rrie d  m o th e rs . Y e t m u c h  o f  th e  a d d it io n a l 
g ross fam ily  in c om e  g en e ra ted  b y  sec o n d  jo b s  is 
d iss ip a ted  in  h ig h  taxes a n d  the  a d d it io n a l expenses 
e n ta ile d  in  h a v in g  b o th  p a re n ts  in  the  la b o r  fo rce .

T h e  p u b lic  d eb a te  o v e r  c h i ld  care in  the la te  
1 9 8 0 s  h e lp e d  to  fo c u s  p u b lic  a tte n t io n  o n  the  issue 
o f  o v e r ta x a t io n  o f  fam ilie s , a n d  m em b e rs  o f  C o n ­
gress in  b o th  H o u s e s  a n d  b o th  p a rt ie s  have  g o tten  
the  m essage.

Plans N o w  on the Table
A m o n g  the  m a n y  tax re d u c t io n  p ro p o s a ls  o ffe re d  in  
C o n g re s s  in  1 9 9 1 ,  n e a r ly  a ll in c lu d e  s om e  p ro v i­
s ion s  fo r  easing  th e  tax b u rd e n  o n  m id d lc - in c om e  
fam ilie s . S evera l o f  th em  a re  sp ec ific a lly  ta rgeted  to  
a id in g  fam ilie s  in  m e e t in g  th e  fin a n c ia l c o s t o f  ra is ­
in g  c h i ld re n . F o r  e x am p le , S en . L lo y d  B en ts e n  ( D -  
T X )  has p ro p o s e d  a  n o n - re fu n d a b le  tax c red it o f  
$ 3 0 0  p e r  c h ild . H e  w as o u tb id  b y  S en . B i l l  B ra d le y  
(D - N J ) ,  w h o  p ro p o s e s  a  re fu n d a b le  S 3 5 0  p e r ch ild  
c re d it . S en . B o b  K a s tc n  ( R - W I ) ,  w hose  b i l l is c o ­
s p o n s o re d  b y  R e p . V in  W e b e r  ( R - M N )  in  the  
H o u s e , m a tches B e n ts e n ’ s $ 3 0 0  p e r c h ild  c re d it , b u t  
raises it  to  $ 1 0 0 0  p e r c h i ld  fo r  c h ild re n  u n d e r six 
years o f  age. S e n . D a n  C o a ts  ( R - I N )  re c om m en d s , 
in s tead  o f  a tax c re d it , a n  inc rease  in  th e  p e rson a l 
e x em p t io n  fo r  d e p e n d e n t c h i ld re n  f r o m  $ 2 1 5 0  to  
$ 3 5 0 0 ,  w h ich  tra n s la te s  in t o  a  tax savings o f  a b o u t 
$ 2 0 0  to  $ 4 0 0  p e r c h i ld .  I n  a d d it io n , th e  C o a ts  b i l l  
ca lls  f o r  a tax c re d it  o f  $ 5 0 0  f o r  p re s c h o o l c h ild re n . 
T h e  C o a ts  b i l l is s p o n s o re d  b y  R e p . F ra n k  W o l f  
(R -V A )  in  the  H o u s e , w h e re  it has g a in ed  the c o ­
sp o n s o rs h ip  o f  an  a b so lu te  m a jo r i t y  o f  the  en tire  
H o u s e  m em b e rsh ip . O t h e r  tax c u tt in g  p ro p o s a ls , 
in c lu d in g  s om e  a im ed  a t re d u c in g  p a y ro ll tax ra tes , 
a re  n o t  sp ec ific a lly  ta rg e ted  to  fam ilie s  w ith  ch ild re n , 
b u t w o u ld  p ro d u c e  s im i la r  e ffec ts  in  a ssu rin g  m o re  
ta k e -h om e  pay  f o r  w o r k in g  p a ren ts .

T h is  im m en se  b u rs t o f  ta x -c u t t in g  in itia t iv e s  in  
C o n g re s s  ind icate s  d ta t a con sen su s  is em e rg in g , a 
con sen su s  w h ich  c rosses p a rty  lin e s  a n d  w h ich  is 
g a in in g  in  fo rc e . S ta n d in g  aga in s t th a t consen su s has 
been a cad re  o f  key  B u sh  A d m in is t ra t io n  figu res , led

by  b u d g e : d ire c to r  R ic h a rd  D a rm a n  a n d  T re a s u ry  
Sec re ta ry  N ic h o la s  B ra d y , w h o  have  res is ted  tax 
re d u c t io n  p ro p o s a ls .

B u t  in  h is S u t c  o f  th e  U n i o n  add re ss , P re s id e n t 
B u sh  f in a lly  b ro k e  w ith  h is  a d v iso rs  o n  th is  p o in t . 
O n  J a n u a ry  2 8  he  a d d e d  the  w e ig h t o f  h is  o ff ic e  to  
the  em e rg in g  c o n g re s s io n a l m a jo r it y  in  fa v o r  o f  tax 
r e l ie f  f o r  fam ilie s . W i t h  a n a t io n a l e le c t io n  lo o m in g , 
w id e sp read  d is c o n te n t w i th in  h is  o w n  p a r t y  o v e r  h is  
fa i lu re  t o  k e ep  th e  n o w - in fa m o u s  " n o  n ew  taxes" 
c am p a ig n  p le d g e , a n d  a  f i l t e r in g  n a t io n a l e c o n o m y , 
th e  P re s id e n t has c om e  to  re c o g n iz e  ta x  r e l i e f  f o r  
fam ilie s  as a p re s s in g  n a t io n a l p r io r i t y .

Fundamental Criteria
C le a r ly ,  h ow e v e r , th is  is ju s t  th e  b e g in n in g  ra th e r 
th a n  th e  en d  o f  th e  d eb a te . C o n g re s s  a n d  th e  P re s ­
id e n t m u s t reach  an  a g re em en t o n  th e  sp ec ific  tax 
re v is io n  w h ic h  w i ll be  o f  g rea te s t b e n e fit  to  fam ilie s  
a n d  w h ic h  w i l l c o n t r ib u te  to  e c o n o m ic  re c o v e ry . I t  
seem s th a t fo u r  p r in c ip le s  s h o u ld  g u id e  th em  in  
th e ir  e f fo r t s  to  reach  a s o lu t io n .
•  1 . T h e  ta x  c u t s h o u ld  b e  ta rg e te d  d i r c c d y  to  

fa m ilie s  w i th  c h i ld r e n . A  m o re  g e n e ra l tax c u t 
w o u ld  d i lu te  th e  b e n e fits  to  fam ilie s  w i th  c h i l­
d re n . F is c a l re s p o n s ib i li ty  p laces a  l im i t  o n  th e  
a m o u n t  o f  re v e n u e  w h ic h  th e  T re a s u ry  can 
fo re g o , a n d  as fa r  as p o ss ib le  th e  tax  re d u c t io n s  
s h o u ld  g o  to  fam ilie s  w ith  c h i ld re n . S u c h  fa m i­
lie s , f r a n k ly ,  g o t  s h o r t  s h r i f t  in  th e  1 9 8 6  tax 
r e f o rm  a n d  th e  in e q u it ie s  th a t h a v e  g ra d u a lly  
c re p t in t o  th e  tax c o d e  o v e r  th e  p ast g e n e ra t io n  
a re  fa r  f r o m  rem ed ie d . M o r e o v e r ,  s t re n g th e n in g  
th e  fin a n c ia l p o s i t io n  o f  fam ilie s  w i th  c h i ld re n  
w i l l m a rg in a lly  ease th e  b u rd e n  o n  th e  n a t io n ’ s 
s o c ia l serv ice s tru c tu re s , a n d , in  g e n e ra l, fam ilie s  
a re  fa r  m o re  e ffe c t iv e  in  c a r in g  f o r  th e  needs o f  
c h i ld re n  th a n  even  th e  b est o f  s o c ia l serv ice 
p ro g ram s .

T h is  is a p o in t  o n  w h ic h  P re s id e n t B u sh  an d  
m o s t  c o n g re s s io n a l le ade rs  a p p e a r t o  b e  in  g e n ­
e ra l a g re em en t. T h o s e  w h o  fa v o r  m o r e  g en e ra l 
ta x  r e l ie f  have  a  c e rta in  p o li t ic a l a d v an tag e , s>ncc 
th e re  w o u ld  b e  n o  im m ed ia te  g a in  f o r  the  m a ­
jo r i t y  o f  ta xpaye rs  in  tax  r e l ie f  ta rg e ted  to  c h i l­
d re n . N o n e th e le s s , m a x im iz in g  ta x  r e l ie f  f o r  
fam ilie s  w i l l p ro d u c e  th e  g rea te s t s o c ia l b en e fits , 
b o th  in  the  s h o r t  ru n  a n d  in  the  lo n g  ru n

•  2 .  T h e  ta x  c u t s h o u ld  b e  n o n - r e fu n d a b le .  T h is  
is a  p o in t  o n  w h ic h  P re s id e n t B u sh  is a t o d d s  
w ith  a t least s om e  o f  th e  D e m o c ra t ic  advoca tes  
o f  tax  re d u c t io n , a lt h o u g h  S e n a to r  B e n ts e n  fa ­
v o rs  a  n o n - re fu n d a b le  c re d it . A  re fu n d a b le  p c r- 
c h ild  tax  c re d it  w o u ld  a m o u n t , in  e ffe c t , to  a 
w e lfa re  s u p p le m e n t a n d  c reate a g re a te r d is in ­
c en tiv e  to  w o r k  f o r  p o o r  fam ilie s , as w e ll as 
e x o rb it a n t  m a rg in a l ta x a tio n  fo r  th o se  fam ilie s  
w h o  inc rease  th e ir  e a rn in g s . T h is  p ro b le m  is
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a lre ad y  the  one rr.av.if d iF c u lty  w ith  th e  ea rn ed  
in c v m r  a J ; i ,  \« iii< ii is th e  o n ly  re fu n d a b le  
c re d it aga in s t p e rs o n a ! in c o m e  taxes.

•  3 .  T h e  tax  cu t m u - : he  la rg e . A  c u t w h ich  adds 
an insignificant amount to the d isp o sab le  in ­
c om e  o f  families if simply w asted  e f fo r t . H e re  
P re s id e n t Bush’s pro;'—..! in c rease o f  $ 5 0 0  in  
the  p e rs o n a l e x em p t io n  fo r  d e p e n d en t c h ild re n  
is w eak  in  c o m p a r is o n  w ith  m o s t o f  the  p ro p o s a ls  
o ffe re d  in  C on g re s s . U n d e r  th e  P re s id en t's  p la n , 
th e  a c tu a l p e r -c h i ld  tax advan tag e  to  fam ilie s  
w o u ld  b e  in  the  rang e  o f j u s t  $ 7 5  to  $ 1 4 0  —  fa r 
b e lo w  th e  a m o u n ts  e n v is io n e d  in  th e  c on g re s ­
s io n a l p la n s . T a x  b re a k s  s o  sm a ll w i l l n o t  be  
e n o u g h  to  g ive h a rd -p re s s e d  fam ilie s  a  sense o f  
g re a te r sec u r ity . U n d e rm o s t  o f t h c  c o n g re s s io n a l 
p la n s , w h ic h  p ro v id e  p e r - c h i ld  tax b reaks ra n g ­
in g  f r o m  $ 3 0 0  to  $ 1 0 0 0 ,  i t  is p o ss ib le  to  fo resee  
p a ren ts  re d u c in g  th e ir  w o r k  h o u rs  in  o rd e r  to  
sp en d  m o re  u m e  w ith  th e ir  c h i ld re n  o r  h a v in g  
th e  c o n fid e n c e  to  m a k e  m a jo r  pu rchases . T h e  
P re s id e n t ’ s p ro p o s a l is n o t  la rg e  e n o u g h  to  o f fe r  
su ch  in cen tiv es .

•  4 .  T h e  ta x  cu t s h o u ld  n o t  b e  lim i te d  to  th e  p o o r .  
W h i le  th e  w o rk in g  p o o r  a rc  o b v io u s ly  in  need 
o f  ass is tance , m id d le  c lass fam ilie s  a re  a ls o  s u ffe r ­
in g  a s e r io u s  fin a n c ia l squeeze . T h e  o ld  d e fin i­
t io n s  o f  m a te r ia l c o m fo r t  n o  lo n g e r a p p ly . A  
h o u s e h o ld  in c om e  o f  $ 5 0 , 0 0 0 ,  in  a  tw o -e a rn e r 
fa m ily  w ith  c h i ld re n  a n d  a  m o rtg a g e , is s im p ly  
n o t  a  d e fin it io n  o f  a ff lu e n c e . M a n y  fam ilie s  in  
these c ircum stan ce s  a re  ju s t  g e tt in g  b y , w ith  n o  
a b ility  to  set aside sav in g s . F o r tu n a t e ly , d e sp ite  
th e  p o te n t ia l f o r  e le c t io n  y e a r d em ag o g u e ry , 
th e re  ap p ea rs  to  b e  a  re a s on a b le  le v e l o f  c o n se n ­
sus b e tw een  th e  P re s id e n t a n d  c o n g re s s io n a l 
le ade rs  o f  b o th  p a rt ie s , s o  th e re  is a p o s s ib i li ty  fo r  
re a l tax re d u c t io n  a n d  n o t  s im p ly  in c om e  red is ­
t r ib u t io n .

W h i le  th e re  is a g o o d  ch an ce  th a t w h a tev e r em erges 
f r o m  th e  d e lib e ra t io n s  b e tw een  C o n g re s s  an d  th e  
W h i t e  H o u s e  w i l l e m b o d y  these fo u r  p r in c ip le s , 
th e re  is n o t  y e t a g re em en t o n  th e  m ean s  b y  w h ich  
th e  tax  c u t can  be im p le m e n te d . O n e  d is t in c t io n  is 
th a t s om e  p ro p o s a ls  c a ll f o r  tax  c re d its , w h i le  o th e rs  
o f f e r  d e d u c t io n s  o r  in c reases in  the  p e rs o n a l e x em p ­
t io n  f o r  d e p e n d en t c h i ld re n . T h e  c re d it  m e ch an ism  
is m o re  e g a lita r ia n , in  th a t th e  sam e  d o l la r  a m o u n t  
o f  tax  savi ngs is o f fe re d  pe  r  ch  i Id , rega rd  less o  f  (am i ly  
in c o m e . T h is  is, in  fa c t , n o th in g  o th e r  th a n  a fa m ily  
a llow a n c e , w h ic h  has b e en  p o p u la r  in  m a n y  E u r o ­
p ean  c o u n tr ie s  th ro u g h  m o s t  o f  th is  c e n tu ry .

A n  inc rease  in  th e  p e rs o n a l e x em p t io n  fo r  d e ­
p e n d e n t c h i ld re n  has th e  c o n c e p tu a l a d v an tag e  o f  
p ro te c t in g  a c e rta in  m in im u m  le v e l o fe a rn in g s  f r o m  
ta x a t io n . T h e se  ta x -e x em p t ea rn in g s  a rc  supp osed  
to  be  ro u g h ly  a p p ro x im a te  to  b a re  sub sis tence . T h is  
em b o d ie s  th e  p r in c ip le  th a t c it iz en s  w i l l be  taxed

o n ly  o n  th a t p o r t io n  o f  th e ir e a rn in g s  w h ich  exceeds 
the  e ssen tia ls  o f  s u rv iv a l. T h is  is a s o u n d  p r in c ip le  
a n d , as lo n g  as the  p e rs o n a l e x em p t io n  is indexed  
fo r  in f la t io n ,  it o ffe rs  a sys tem ic  assu rance th a t 
fam ilie s  w i l l  n o t be  taxed in t o  u tte r d ep en d en cy .

A n o th e r  q u e s t io n  th a t c o u ld  be e x p lo re d  is the  
p o s s ib i li ty  o f  c o m b in in g  s om e  re fo rm  o f  the p e r­
s o n a l in c o m e  tax w ith  tax  re d u c tio n s  c h a n n e lle d  
th ro u g h  th e  p a y ro ll tax . A s n o te d , th is  tax is reg res ­
sive a n d , f o r  m o s t fam ilie s , m o re  b u rd e n s om e  th an  
the  in c o m e  tax. A  p e r -c h i ld  re d u c t io n  in  the p a y ro ll 
tax ra te  w o u ld  n o t  o n ly  g iv e  w o rk e rs  w ith  d e p e n d ­
e n t c h i ld re n  m o re  c a ke -h om e  p a y , b u t w o u ld  a ls o  
p ro v id e  such  w o rk e rs  w ith  a  s lig h t m a rg in a l a d v a n ­
tage in  th e  la b o r  m a rk e t , th e reb y  te n d in g  to  red u ce  
u n e m p lo y m e n t  a m o n g  the  head s o f  fam ilie s . M o r e ­
o v e r , s in ce  the  S o c ia l S e c u r ity  t ru s t fu n d , w h ic h  is 
c u r r e n t ly  ru n n in g  an  e n o rm o u s  s u rp lu s  in  revenues 
o v e r  o u d a y s , is o f f -b u d g e t , th is  m ig h t b e  a c o n v e n ­
ie n t m e c h a n ism  fo r  k e ep in g  th e  tax c u t w ith in  
b u d g e ta ry  g u id e lin e s .

S o m e  o th e r  tax re fo rm s  o u t l in e d  b y  P re s id e n t 
B u sh  dese rve  c o m m e n t . H i s  p ro p o s a l th a t w i th ­
d raw a ls  be p e rm itte d  w ith o u t  p e n a lty  f r o m  IR A s  fo r  
h o m e  p u rch a ses , e d u c a t io n  a n d  m ed ic a l expenses is 
o n e  w h ic h  w i ll h e lp  fam ilie s . I t  is a lso  a  fe a tu re  o f  
th e  cax r e fo rm  p ackage  p ro p o s e d  b y  S e n a to r  B c n t -  
sen , s o  cherc is re a son  to  b e lie v e  th a t it c o u ld  fo rm  
p a r t  o f  a  b i-p a rt is a n  cax r e l i e f  p ro g ra m .

T h e  P re s id e n t ’ s p ro p o s e d  tax  c re d it  o f  $ 5 0 0 0  fo r  
th e  p u rc h a s e  o f  a firs t h o m e  w o u ld  b e  b e n e fic ia l in  
m a n y  w a y s , a n d  c o u ld  p la y  a key  ro le  in  e c o n o m ic  
re c o v e ry . I t  is w o r th  n o t in g , h ow e v e r , th a t c u r re n t ly  
f i r s t - t im e  h o m e  b u y e rs  a rc  less lik e ly  to  b e  m a rr ie d  
c o u p le s  th an  a rc s e c o n d -t im e  p u rch a se rs  o f  h om e s . 
H o m e  ow n e rs h ip  is v ita l to  fa m ily  s ta b ility , an d  th is 
tax  c re d it  m ig h t h e lp  reve rse  the  re c en t tre n d  t o ­
w a rd s  lo w e r  leve l o f  h o m e  o w n e r 'M p . T h is  tax  
c re d it , h ow e v e r , is n o t  fam ily -sp e c if ic , b u t  o n e  
w h ic h  w i l l  be  o f  b e n e fit to  la rg e  n u m b e rs  o f  s in g le  
p e rs o n s  w h o  have n o t  y e t fo rm e d  fam ilie s .

H e lp in g  p a ren ts  g ive th e i r  c h i ld re n  a  b e tte r li fe  
b y  a llo w in g  those  p a ren ts  to  k e ep  m o re  o f  w h a t th e y  
e a rn  m a y  b e  the s in g le  best th in g  C o n g re s s  a n d  th e  
A d m in is t ra t io n  can d o  th is  y e a r to  s tre n g th en  fa m i­
lies n o w  a n d  to  in ve s t in  th e  fu tu re . F am ilie s , a fte r  
a l l ,  a re  w h a t soc ieties a rc  m ade  o f ,  a n d  the  p ro te c t io n  
o f  fa m ilie s  s h o u ld  b e  th e  h igh e s t o b je c t iv e  o f  s o c ia l 
p o lic y .

□

Fo p Mor e  Information:

For more information on this topic, contact Michael 
Schwartz at the Free Congress Foundation, at (202) 
$4 6 -30 00. For more information on receiving POLICY 
In s ig h t s ,  contact Paul Gannon at (202) $4 6 -3000.

‘Helping parents give their 
children a better life by al­
lowing those parents to keep 
more ol itfiat they earn may 
be the single best thing 
Congress and the Admini­
stration can do this year to 
strengthen families nowand 
to Invest In the future.*
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