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SUBJECT: Balanced Budgst Caleulation

When we ran the numbers without social security in the
calculation using both the (BC and OMB baselines.

CBO baseline: Uming the CBO baseline, the deficir in 2002 would
be $433 killion. The acrouss the board cut, without the cantract
tax cut and with no further exemptions weould be 23.2 perxrcent.

With medicare exempt it would be 30.6 percent. With defense
exampt Lt would be 20.1 percent. With both exempt it would be 43
percent. With the contract tax cut, and no further exemptions,
the cut would be 28.5 percent, With medicare exempt it would be
38.9 percent. With defense exempt it would be 38.3 percent. With
both exenpt, it would be 54.5 percent.

OMB passelins: Using the OMB baseline, the deficit in 2002 would
be $358 hillion. The across the board cut, without bhe contrackh
cax cut and with no additional exemptione, would be 206.3 percent. ,
With wedicare exempl, it would be 28.85 percent. With Defense
exenpt it would be 28.2 percent. With both exempt, it would be
36.4 percent. With the contract tax c¢ut, wibhout any further
exenptions the oul would be 27.8 percent, with medicare exempt it
would be 36 percent. With Jdefense exempt it would be 35,46

percent. With both exempt it would be 43.4 percent,



THE WHITE HOUSE
WASHMINGTON |

August 24, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: GENE SPERLING
JON ORSZAG
SUBJECT: New Initiatives in FY97 Budget

Leon said that you were interested in reviewing the new initiatives that were aiready
in your current budget. Antached is a three-page list of these initiatives, along with pages
from the Budget on EZ/ECS, Brownfields, CDFIs, HIV/AIDS, [mmunizations, Charter
Schools, and research and development. If there are any initiatives that we missed or did not
provide enough information on, we can send it to you lawer in the day,



ECONOMIC GROWTH AGENDA FOR A SECOND TERM

1. BALANCE'THE BUDGET WHILE FROTECTING AMERICA'S VALUES

. Finish the Job snd Batance the Budget. During bis first 4 vears, President Clinton cut the deficit in half fron
a record high of $290 billion when Bush left office in 1992 to less than $130 billion in 1996, according to both
OMBE and CBO. In a Ind term, the President will fight for immedinte adoption of a balanced budger agreement

Balasce the Budget while strengthening Medicare, Medicaid, Education, and the Envirvameat.

+  Protect Medicare, Predident Clinton's balanced budper extends the life of the Medicare Trust Fund for a decac
-- more than encugh time to reach 3 bipartisan agresment on long-term Medicare solveney - without exueme.
GOP cuts or damaging structural changes that are not necessary W balance the budget,

«  Masintsin Medicaid Guarantes. President Clinton's balanced budget maintains the Medicaid guarantes for
people with disabilities, pregnant women, pursing home residents, and children from low-income families.

«  Major Iovestment i Education and Traisiog, President Clinton’s balancesdt budget makes a rusjor investmen
in education and training -~ providing §55 billion more over 6 years than the Republican budger proposal.

«  Prosect the Environment, Preserve and defend our commitment (o environmental protections znd safety.
Efiminate needless regulations while strengthening key protections for ¢iean air, clean water, & safe conmunitic

2. PREPARE EVERY CHILD TO LEARN AND EQUIP THEM
WITH THE SKILLS NEEDED FOR THE 21ST CENTURY

Fully Fund the Women, Infants, and Children natrition program {WIC] to provide nuntion, heaith
education. and immumzation referrals to at least 7.5 million women, infants, and children each vear.

Expand Head Start 1o 1 Millien Preschool Opporrunities by 2002, providing comprehensive pre-school
education (o ensure that each child ammives at schools ready 10 learn.

School Construction Initiative. $5 billion initiative to spur $20 billion in state, local, and federal funds for
school construction & reniovation to rebuild America's schools & moke sure they are safe and wechnology-ready

Higher Academic Standards For Students And Teachers. Students should have 1o pass a test to graduate
from school to school. Reward teachers that perform and make it easier to dismiss those who don't,

Expand Schooi Choice. Work with states o expand paresal public school choe & pass Charter School law:

Make Every Child Techuoologically Literate. 22 billion Technology Literacy Challenge to leverage state,
iogal, and prvaie sootor funds 10 fonnect every ¢lassroom (o the intemer, with moderm computess, traingd
teachers. and exciting educational software.

Expang School-To-Work To S0 States. Help states ensure that high school students not immediately going ¢
to coliege can make the transition from school 1o work,

3. EXPAND COLLEGE ACCESS TO RECORD LEVELS

Tear Bown Financial Barriers To Higher Education.

« 51506 HOPE Schelarship Tax Cut, Make 14 veurs of sducation the new natonal m)rm with a 55,586 1ax cut for
first 1 vears of higher education [B average required for seond yearl, The HOPE tax cut will make the sverage
sommuynity coitege free and help millions of famiies affard the cost af higher educuion

+  SHLUD0 Tuitive Tax Deduction to Help Middle-Class Families Afford the Cost of Higher Eduomtion.

» Maior Poll Grant Expsasion, Increase reaximum Pell Gramt by 33% 10 aelp needy students afforg college.

Expand College Work-Study o | Million Studeniy working their way through coliege,
Allow Peoalty-free Withdrawais from IRAs for Education Ex;&cmwa‘.
$1.600 College Honors Scholarships for the 1op 5% of graduating studems from every bigh school,

Egpand Natioaal Service so more youth can serve thelr communities while eaming money for college.




4. INCREASE ECONOMIC SECURITY FOR WORKING: FAMILIES:

Continne Creating Good American Jobs Through Free, Fair, and Open Trade. Prosident Clinon wifl

“* continue to fight for free tade agreements such as NAFTA and GATT which have already created hundreds of

" thousands of high-paying cxport-related jobs over the Jast 4 years.

m_ﬁ'}? Reform and I-pransion of Worker Training. Consolidate overlapping, antiquated federal job-training
programs and create a simple $2.600 job-training skill grant thar allows dislocated workers the fresdom o
choose the training programs that are night for them,

Expand l?amify and Medical Leave. Allow workers to take up to 24 hours a year of unpaid time-off for chil
education, elderly care, and youtine family medical purposes,

New Employee-Choice Flex-Time. Change the law so that workers can choose o use their samed overtime
hours to spend extra time with their families,

Protect the Working Families Tax Cut - the Earned Income Tax Credit. The EITC encoursges families ©
move from welfare 1o work by making work pay. In 1997, Presidens Clinton's expansion of the EITC will mes
2 1ax cut for more than 13 million working families.

Make Heslth Insurance More Affordable for the Unemploved. Heip millions of iemporarily unsmploved

families make transitions between jobs by providing premium subsidies 1o pav for private nealth insurance for
1o six months.

Retirement Security. Help Americans save for their retirements by increasing pension porability, enhancing

pension prowection. and expanding coverage, making it zasier for small businesses w0 offer pension ;}Em o the
workers.

Expaad Maedicare Bepefits, ?siaw preventive benefits such as anpual mamograms, flu shots, and disbetes
screenings, and provide a respite benefit for familics of beneficiaries with Alzheimer’s disease. Expand plan
choices for beneficianies 1w include HMOs with 3 point-of-service option, Preferred Provider Organizations
{PPQOs) and Provider Service Networks,

5. TARGETED TAX RELIEF FOR CHILDREN, SAVINGS, EDUCATION, AND JOBS

£1,500 HOPE Scholarship Tax Cut. Make 14 vears of education the new nation_aix norm with a 31,500 wx o
that will make the average community coilege free and heip families afford the cost of cotiege.

$10,000 Tuition Tax Dedoction to Help Middle-Class Families Afford the Cost of Higber Education.
Allow middle-class families to deduct up to 310,000 a2 vear for the cost of tuition and tmaining.

$500 Per Child Tax Credit. Provide targeted tax aredits of op w0 $500 per child for middie-class families

Expanded IRAS to Heip Faonlies Save for Education and Training, Purchase a First Home, and Cover
Masajor Medical Expenses. Expand IRA ehigibility to 20 muilion more middle~-class families and atlow-penalty
fee IRA withdrawals for these major life expenses © encourage more families 10 save.

Empowerment Zooes Round 2. Build on the President's commumity empowerment efforts by creaving greate
opportunily and private-secior investment in additional distressed communities: 20 additional Empowerment
Zones (15 urban, 5 rural or indian nation) and 80 Enterprise Communities (5¢ urban. 30 rural or Indian nateon)

Brownfields Empowerment Congracting. Offer new purchasers and other businesses that radeveiop

brownfieids x new targeted tax incentive to recover the cost of clean-up in distressed communities over a shon:
period of time.

Smaif Busimess Training., Provide small businesses with 2 10 pervent tax credit to heip them cover the cosis
sgucation and training for teir emplovess.

L




OTHER INITIATIVES IN FY97 BUDGET:

[

Increased funding for Charter Schools to fund start-up costs for up to 3,000 schools.
Expansion of CDFI Fund from 350 million to 3125 million.
Proposed $34 million increase in funding for HIV/AIDS prevention and treatment,

Proposed 3957 million in spending on inmunizations. (Now: For many disesses, the Adosinkuraton is abead of
sehedule & et the goal of immumzing 90 percent of two-year-old childees by 1996, ‘The mose recent figures show i, from Apnt {9540
December 1995, 90 percent ar more of s twir-vear-obd chiidren were wnmmnized sgainse diphtherts, emous, pertissis, sod hemopliteg
infuenca sype B, Forher, rues for nmanizadon sgainst messles, munmps, robelis, i polio are approsching the 50 purornt goal )

Proposed $47 million initiative to eradicate polio tiroughout the world.

Proposed §1 billion increase in funding for research and deveiopment.
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experienced, skilled people serve the ill. the
frail, the isolated -elderly, and young peopie
with emotional, mental, or physical disabil-
ities. The budget alss proposes $6 millien
far The Pointa of ILight Foundation. All
told, the Corparation would provide opportuni-
ties for over a million Americans to engage
in service, .

Amerilorps s;mngthm America’s commu-
nities in seversl ways, Nagionnl, Stade, and
local orgapizations operate AmeriCorps pro-
grams, designing them individually 10 meet
specific needs. AmeriCorps members do not
dinplace existing volunteers or empioyees;
thay participate siongside the men and women
airesdy working to soive problems at the
sormmunity level. They provide a reguiar
source of service that most volunteers, given
their time tonstraints, canpot offer.

The Comperation opsrates few AmenCorps
programs itself, its primery work is ensuring
guslity in AmeriCorps programs that are
locally developed and implemented. The Cor.
poration works with States to run competitions
that determine what programs will participate
in AmeriCorps. Because States best know
their own needs, they enjoy considerable
autonemy In deutermining prioribies, selecting
programs. and offering additional assistance.
AmeriCorps 18 oot a mandate for any Slate
or organizacion, aithough 49 States soughe
AmeriCorps fungds last year,

in addition, AmeriCorps seeks to sucomrage
strong  parinerships with the private and
non-profiit sectors. AmeriCorps grantees must
raise matching Hands from outside the Cor
poration, and tmasy AmeriCorps programs
are underwritten by businesses, including
American Express, Fannie Mns, General Eler-
tric, iIBM. and Timberiand.

Following intense competition last year,
bipartisan, gubernatorialiy-appeinted State
coramissions and the Corporatisn chese 450
erganizations to participate in Ameri{orps,
including the American Red {ross, the Na-
tiennl Coalition of Homelnss VYeterans, the
YMCA. and ioeal Usited Wavs acrogs the
country. Wherever they serve. AmeriCorps

members are meeting vital needs and getting
solid resules:

» In Kansas City, they belped close 44 crack
houses and drove out drug dealsrs from
a 173-block community-and brought in
aver 3,000 volunteers 1o keep the area safe
and clean;

+ In Simpson County, Kentucky, they ramed
the reading levels of neariy half of the
sounty’s second grade students: and

v In Miami, they rectuited and worked with
over 5,000 volunteess to buid 44 new
homes for working families.

Many Amerilorps members art as “volun-
teer gecerators” who recruit and supervige
other citizens in direct service. The Corpors.
tion's motio—"getting things done"—expresses
AmeriCorps’ commitiment to achieving direst
and demonstrable results.

With a streng sommitmeant o commurnity-
based direction, the Corporation maintaing
a small Washington staff The law limits
administrative cosis inciuded in grants to
Ameri{orps programs to five percent of grant
Amounis.

Empowerment Zones and Enterprise
Communities

As part of his 1393 economic program,
the Presidest proposed, and Congress enacted,
the Empewerment Zones and Enterprize Com-
munities program. Under £ communities de-
velop a strategis pian ¢o help spur economic
developmant and expand opportusities for
their resigents, in exchange for Federal tax
penefits, socisl service grants, and beter
program coordination,

Empowerment Zones {E2s) and Enterprige
Communities (E{Cs) are parts of urban eor
rural aveas with high unemployment and
high poverty rates, For EZs, the Federal
Grovernment provides tax benefits for busi
nesses that set up shop, and grants o
community proups for job training, day care,
and other purposes. For ECs, the Government
provides granis to commanily groups for
the zame arrsy of purposes. bis and ECs
botly can apply for waivers from Federai
rogulations, enabiing them to better address
their iocal nesds,

The 1994 competition for the first round
of EZ and EC desipnations genersted over



5. RESTORING THE AMERICAN COMMUNITY
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500 applications as well as new partnerships
for community revitalization. The 105 selected
rommunities made well over 38 bilion in
private-publiz commitments, apart from the
premised Federal resources, Even in commas
nities that applied but were not designated
as EZs or BCs. lotal efforts o marshal
resources and forge broad coalitions to support
an inbovative economic empowermaent strategy
produced tangibie benefits,

But many sther.communities lack the seed
capital to implement their strategies and
suystain private commitments. Thus, the Pres:
dent now proposes a second round of EZs/
ECs to stimuiate further privste investment
and economic opportunity in distressed urban
and rural communities and to connect resi-
dents to available local jobs. The program
would again challenge commounities to develop
their own comprehensive, strategie pians for
revitalization, with input from residents and
a wide array of community partners. The
Administration wauld invest in communities
that develop the most innovative plans and
secure significant local commitments.

™ The second round would build on  the

President’s “brownfields” tax incentive {(de-
seribed in Chapter %1, which would encourage
businesses w0 clean up sbandoned, contami
nated industrial properties in distressed com.
munities. Alsy, this round would offer
competitive  application  process that would
stimuiate the public.private partnerships need-
od for large-scale job crestion, business opper.
ranities, and job connections for Iamilies
in distressed communities. The Administration
would zeel up to 105 new designations,
with commuonities receiving a combination
of tax ingennves. direct gramts, and prionity
consideration for walvers of Federal program
reguirements from the President’s Commaunity
Empowerment Hoard, chaired by Vice Presi-
| dent Gore.

The proposed budget for the second round
includes $2 bitlion for tax incentives. including
incentives for brownfields clean-up and small
business investment, and 31 billien for direct
grants and loans over three years. Each
EZ or EX would have to identify performance
benchmarks o show what it plans to accom-
plish in each year of the 10-vear designation.

Community Development Financiai
Institutions (CD¥1s)

Proposed by the President in 1993 and
created a2 vear later, the CDFI Fund ig
designed to axpand the availability of credit,
investment capital, fnancisl services, and
sther development services in distressed urban
and rural communities. By stimulsting the
¢reation and expansion of a diverse set of
CDFls, the Fund will help develop new
private markets, create hesithy lseal econe
mies, promate entreprencurship, restore ueighe
borhoods, generate tax revenuss, and cmpower
residents.

CDFIs provide a wide range of financial
praducts and servicesw-o.g. mortgage financ
ing to first-time home buyers, commercisd
lsars and investments to start or expaond
small businesses, loans to rehabilitate rental
housing, and basic financial services. CDFis
also cover a hroad range of institutionse
e.g., community development banks, commu-
nity development credit unions, community
development loan funds, community develop-
ment venture capital funds, and microenter-
prise lpan funda. These institutions, not the
CDFI Fund, decide which individusi projects
to finance.

The budget proposes 8128 milion for the
CDF! Fund, with gradual increases each
vear t¢ bring the six.vear towsl o 518
billion, Private sector interest in the program
has aiready dramatically exceeded sxpecta-
pons. To date, the CDFl Fund has recmved
requests for nssistance from new and sxisting
CDFIs of over $300 million, sbout 10 times
the amount available {or the 8rst round,

These appiications, however, barely scrawch
the surface of longwrun petential. The Fund
also plans to implement an aggressive, longe
teem program of training, technical assistance,
and capacity buliding, which would help the
CDF! fieid grow substantially over dme while
maintaining high-quality standards and mar-
ket discipiine. In oaddition., the Fund wiil
inaugurate an annual Presidential Microenter.
prise Awards program and coordinate a new
Federal Microenterprise Initiative.

Additional resources wouid enable the Fund
to implement 2 new initistive 1o support
orivate institutions that provide secondary



e PLINTON ADMINISTRATION PROPOSES A SECOND ROUND OF
mwmm*r m&m AND ENTERPRISE COMMUNITIES
Mm:h 19, 1996

“We are helping America's mmmzﬁmw: with more bureaucracy, but with moss
oppartunittes—through our successful empowerment zones and community development banks,
we are halping peopis o find better jobs snd to start new businesses.  And, with tax
incentives for the companies that ¢izan up abandoned properties, ‘We can bring back jobs to
the places that desperately, despesately need them.”

-~ Presidéne Clinton, State of the Union, January 23, 1996

BUNLDING ON THE SUCCESS OF THE FIRST ROUND OF THE EZ/EC PROGRAM: In
1992, candidate Bill Clinton promised' & help revitalize distressed American neighborhoods
with $tmmbser-of initistives.-most notibly enterprise zones and community developmant
banks--that now form the Clinton/Gore Adminiswstion's "Community Empowerment Agenda.”
Thirteen years after the first enterprisé zone legislation was introduced in Congress, President
Clinton signed a bill to create 9 Empowerment Zones (EZ) snd 95 Enterprise Communivies
{ECx) that would receive s combinatitn of tax incentives and direct grants. The President
alsa cremed the Community Empowerment Board, chaired by Vice President Gore, 1o provide
regulatory relief and priority responsiveness for EZ/EC communities from the 17 federal
agencies on the Boxtd The 1994 competition for the first roundiof EZ/EC designations
resulted in over 300 applications, wiprecedented new partmerships for community
revitalization, and well over $ 8 billion in addidonal private/public cormmitmens,

NATIONAL CHALLENGE FOR COMMUNITY EMPOWERMENT: The Administretion
proposes » second round of Empowerment Zones snd Entarprise Communities to continge o
simulsteecomomic opportunity in America's distrsssed -communities, As in the firgt round,
the President and Vice President woudd challenge communities to develop their owm
coraprehensive strategic plans for revitalization, with the input of residents and 2 wide array
of cermmunity parmers, We would invest in those communities that developed the most
innovative plans and garnered signifidant local and private-sector comminmnents.

OUTLINE OF THE CRALLENGE :

Number of Mew Designstions: We will desigoate 30 Empowerment Tones {15 urban 5,
maral or Indian Nation) and 80 Enterprise Commaunities (50 urbsn, 30 mursl or Indisn Nasion.).
These communities will receive a combination of lax incentives, direet grants and priority
consideranon for flexibility from the. Community Empowsrment Board,

Eligidie. Arens: Communities that were designated in the first round a3 Supplemestal Zones

and Enterprise Communities would ba eligible 12 compste for the new designations, as would

all other urban, rural and Indian Nation communities that meet the EZ/EC poverty critens

v (Ia Heu of the poverty ¢riterin, outimigration may be taken imto account tn designating »
limited sumiser of new rural communities.)



Fundisg Levels snd Types of Tax Incentives: The President's PY 1997 budget inciudes
approxizaately $1 billicn for tax incentives, such 84 & brownfields tax incentive for the .
targeted EZ/EC ares and nearby indusmal sereage, and incentives for business expansion and
investment. It aiso inciudes § 1 billion for direct granes, over three years, As in the fiest
round, each desigustad community wﬁi bie required to idennly performance benchmarks for
what they mm o sccomplish cach Yenr of the ten-year dasignation,

SUMMARY Q?BWT‘I}RWM EXISTING EZa AND ECs:

Brownficlds Tax Incentive: The President's Budget proposes a new brownfields tax incentive
thas would availabla 1o businesses lodted in all areas of 20% poverty, existing EZs and ECs,
and new BZs sad ECs that would besdesignared in the second round. With this incentive, s

business could fully deduct the cost of wvzmmmul cleansup of contaminated properties
within: an EZ or EC.

Liberalizntion of Eligibility Rules for EZ Bonds and 179 Expemsing: Changes would be made
to the tox-exept private sctivity bond provistons and the "enterprise zone business®
definition, allowing a broader range of businesses to qualify for the EZ Bonds and the
‘enhanced 179 expensing. This libersilzarion will apply both to the existing EZs and ECs and
thﬁse that would bs designated in zhasemnd round. {179 expensing applies only 10 EZg)

Sﬁmm OF BENEFIIS TO ROUHB H EZs AND EG

Grant Awardss Each new EZ will tecrive up %0 $75 million in direct grants over three years
{exacs amounts will vay with the population of the local junsdiction). Each new BEC wiil
receive direct grants of up to $3 millibn over thres vears. '

Tax Incentives for EZs: Each new ﬁé; will be afforded the following tax incentives:

Specia ds Tax Incentivs Ex:mds the tax incentive for cleansup of brownfields (that
will mwmxauiiy apply 10 areas of 20% poverty) 10 up to 2000 acres of non-poverty,
mdusi:x'ﬁ"iﬁ&nga that will ba the’ fam of job creation for zone residents.

ond 5304249 million in flexible private-activity bond autherivy,
mMmMmm to subsidize {arge-scale job creation projecis and business

expsnsion ip the zone. Tho amount of suthority per zons will depend on the population size
of the designatod area.  Authority may also xpply 10 up to 2000 acres of non-poverty screage,

Ingreased Section 179 Expensing. For zone businesses, $20,000 in additional sxpensing for
investmenty in capital and equipment, with the liberalized eligibility rules noted above.

Begulsr EZ Bonds. Privats-activity bond authornity, subject to the stase volume cap, with
.. liberslized eligibility rules noted shave.

Tax Intétives for ECs: Exch new EC wall receive the regular EZ bonds, with the liberalized
chigibtlity rules and an extension of the Brownficids tax incennve 10 up ¢ 1000 acres of noa-
‘paverty industrial acresge that will be the focus of job creanon for zone residents.
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homes to home- and corprmunity-hased get
tings without Federal waivers,

» Coverage cxpansions without waivers.—
The pisn enables States, without waivers,
to expand. coverage to any persen whose
income is under £50 percent of the poverty
line. States would pursee these expansions
within their per-person limits, thereby
limiting Federa] costs, /

Protections for the Most Vulnerable

The butget retaing the policy of helping
low.incurme sepiors and people with disabilities
by preserving the shared Federal-State respon-
sibtlity for theiy Medicare premiums, copay.
ments, and deductibles. It alse retaing pay-
ment protections fur Medicaid-eligible Native
Americans treated in Indian Health Service
and other facilities. These protections are
not subiect £o the per-person cap,

MAINTAINING AND EXPANDING COV.
ERAGE FOR WORKING AMERICANS

Reforms to Make Health Coverage More
Accessible and Affordable

In his State of the Union address, the
President chailenged Congress to enact insur-
ance raforms to ensble more Americans to
muaintsin  health ingurance ceverage when
they change jobs, and stop insurance compa-
nies from denying coverage for pre-existing
canditions. The budget proposes that plans
make coverage available to all groups of
businesses, regardless of the health status
of any group members. ingurers wonld have
to provide an open enrollment perisd of
at least 30 days for all new smployess
{whether or net they were previcusly insured},
and insurers could not individuaily underwrite
new enrollees-—ig.. their premiums weuld
have to match other enrollees’ with similar
demographic characieristics.

Ts intrease affordability, the Presidents
insurance reforms phase oot the use of claims
experience. duration of coverage, and health
status n detgrmining rates for small busi-
nesses. To put the self-emploved on 3 more
equal footing with other businesses, the re-
forms pradually raise the self-emoloved tax
deduction for health insurance premiums fram
30 1w 50 percent. And te heip pive smail

businesses the purchasing clout thet larger
businesses have, the budget proposes $25
miilion 2 vear in grants that Siotes can
use for techmical assistance and for setting
up voluntary purchasing cooperatives.

Health Inserance for the Temporarily
Uaemployed -

The budget gives premium subsidies to
individunls who lose their heaith insarance -
when they lose their jobs, o pay for private
insurance coverage for up to six montha
States would receive funding to design and
administer the program, whith would provide
coverage for about 3.8 million Americans
a year. During the four-year period for which
this program is authorized, a Commission
would study and provide recommendations
io the Administtation and Congress as 16
making it permanent. .

PROMOTING PUBLIC HEALTH

The budget continues cur Nation's critical
investment in basic hiomedical researelh, an
investment that plants the seeds for lifesaving
advances in medicine. The budget proposes
$12.4 billien for NIH, 5 8487 million inerense
over 1886 and n 20 persent increage since
1993. Further, the budget advances sur efforts
is eradicate, once and for all, the dreaded
disease of polic. And it supperts childhond
immuritzations, which have proven their cost-
effectiveness timne and again,

The budget continuves the President's smmgw!
commitgment to HIV/AIDE prevention and
treatment. It increases funds to preveny HIV
transmission by $34 million over 1596 levels.
it increases Ryan White funding by $312
million over 1596 to ensure that our mest
hard-hit cities, States. and local clinies can
assist thoge with AIDS: [t incresses funding
for potentially life-projonging theragies, inelud-
ing some of the newly-discovered drugs that
show so much promise in treating AIDS.
It inecreases support for drug irestmetitee
one of the most effective forms of HIV
prevention. And it increases AIDS research
funding a: NIH in- the continuing sesrch
far efective treatments, vaccines, and & cure.

The budpet alse gives substance abuss
treatmens andg preventisn a 7 percent i
crease, neiping expand efforts against drugs.
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And it increases sﬁppnn; for the [ndian

- Health Service [[HS} by eight percent--keep.

l.

ing our Nation's commritment to Native Ameri-
cans and connnuing efforts to promote Tribal
administration of I1HS programs.

Biomedical and Behavioral Research:
The budget continues the Adminjstration’s
long-standing commitment to biomedical and
behavioral research, which advances the
henith and well-being of all Americans. The
$12.4 billion proposal for the NIH invests in
research directed to areas of high need and
promise, as well as in basic biomedical ro.
search that would lay the foundation for future
innovations that improve heaith and prevent
disease. The budget includes increases for
HIV/AIDS. reiated research, braast cancer re
search, high performance computing, preven.
tion research, gene therapy. and developman.
tal and reproductive biology. The Office of
AIDS Research will continue to coordinate all
of NIz AIDS research. The budger also
includes funding for z mew NIH Clinical Re-
search Center, which wounid give NIH 3 state.
of-the-art research f{acility in which research.
ers would bring the latest discoveries directly
to patients’ bedsides. NIF's highest priority
continues to be financing investigator-initiated
research project grants.

Ryan White HIVIAIDS  Treatment
Grants: The budget proposes $807 million for
activities authorized wunder the Ryan White
CARE Act, an increase of 332 million over
19896, This level would fund grants to cities
disproportionately affected hy the HIV epi.
demie; o States to provide medical and
suppert services: o community-based organi-
zations o provide HIV early intervention serv-
ires; and to support pediatric AIDS demonstra.
tion activities. In addition. the Administration
has sought muore funds for State AIDS drug
assistance programs funded under Title 11 of
the Rvan White programe-i1g finance newiv.
digeevered life-prolonging  ALDS  therapies,
seme of which are beginning (o receive Food
and Brug Administrasion approval. Under thiz
Administraton, funding for Rean White granss
has risen by 88 persenc. The budger for 1997
would invresse Byan White funding by 132
percent since 1993,

HIV Frevention: The budger proposes 3818
million for Cemers Jor Disesse Uontrol and

Preventign (CDC) HIV prevention sctivities, a
$34 million increase over 1996, At the historis
White Houge Conference on HIV and AIDS,
the President made his commitment to HIV
prevention clear: "We have to reduce the num-
ber of new infections each and every year until
there are no more new infections.” A portion
of these funds would address the linkages be-
fween substance abuse and HIV infeetion,

Indion Health Serviee: The budget pro-
poses $2.4 billion for the IHS, a 3186 million
mcrease. (HS dinieal serviceswoften the only
souree of medical care on isolated reservation
landg—-grow by $138 million, maintaining cur
cerymitment to Native Americans. The budget
allows the Tribes to c¢ontinue taking greater
regpansibility for managing their own hospitais
and clnicw it increases the “contract support
costs” that help underwrite Tribal actinities by
31 persent, to $201 million. In addition. the
budget proposes 2 mafor new initiative to
bring water and sewer lnes (o those Natlive
Americans still without adequate access to
these basic necessities. This initiative would
ensure that about 4,000 more Native Amernican
homes receive watler and sewer lines—s step
which has been critical ¢o improving public
heaith,

Substance Abuse Treatment and Preven-
¢iom: The budpet increases support for State
substance ahnse treswment and prevention ac-
sivities by 367 mallion, to 813 billen The
budget reiterates support for Performance
Partnerships, which would give States meore
flexibility o betier design and coordinate their
substance asbuse preventicn and treatment pro-
grams, and better 1arget resources to jocal pre-
ority areas. in addition, it increases funds for
substance abuse demoenstration and rraining
aetivities by $140 million, o 3352 million. The
budget establishes a $20 millicrn Substance
Abuse Managed Care Initiative that. with the
rapid growth of managed care. would help to
establish service guidelines and deswm guality
assurance, monitoring., and evaluanon  sys-
temsz. This strong support for substance ahuse
aetiviries would enable hundreds of thousands
of pregnant women. high risk vouth. and other
under-served Americans 16 recewve drug treat-
ment and prevention services.
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Special Supplemental Nutrition Pro-
gram for Women, Infants, and Children
(WIC): WIC reaches over seven million
women, infants, and children a vear, providing
autrition assistance, nutrition education and
counseling, and health angd immunization re
fervals. As a resuit of unding incredses under
President Clinten, WIC  participation  bas
grown by nearly 25 percent in the past three
vears. The budget proposes §3.9 willion, to
serve 7.5 millien individusls by the end of
1997, fulfilling the President’s goal of fully
funding WIC in four years.

r  Immunizations: The budget proposes $957
million in spending on immunizations, includ-
ing the Vaccines {or Childeen program. Feor
many dissases, the Administration is ahead of
schedule to meet the gonl of immunizing 80
percent of two-year-old children by 1986 The

muost recent figures show that, from Apnl 1994
! to December 1995, 50 percent oy maore of all

two-vear-eld children wers tromunized against
diphthena, tetanus, pertussis, and hemophilus
influenza type B. Further, rates for immuniza-
tion against measles. mumps, rubella and polio
are approaching the 1998 goals. Nevertheless,
the Nation must maintain s efforts in order

to lock in these gamns and meet the goals for
the remaining immunizations.

" The budget also includes a major 547

mitlion inigative in the Department of Health

and Human DBervices (HHS) o eradicate

coliowproventahle through  immunizationge
througnout the world, (This HHS funding
comes in additiDl te pobis-eradication efforts
that the Agency for Internaticnal Development
supperts.) Polio is _already gone fram the
Westarn Hemsphbere. This shows that, like
smallpox, polio can be wiped from the face
of the earth. sparing all children from this
crippling disease and saving the United States
the bundreds of millions of dellars we now
spend to mmunize sgainst b

Infectious Disease: The budget proposes
388 million for G0t cooperative efforts with
States to address infectious disease, an in-
crease of 325 milbion. It would support training
and applied ressarch, and States’ disease sur-
veiilanee capability, All Amencang face threats
from the onset of infections disease problems,
such as drug resistant bacteria, and emerging
viruses., such s the hantavirus., CDC works
with State health departments to monitor and
prevent such problems and to contain out-
breaks. :
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This Administration has snergized State
and local sfforss to raise the educationsd
achievement of .every child and to creste
safe learning environments. It aiso bas werked
with Congress to improve the largest Federal
education programs for disadvantaged chil-
dren, focusing them moere on results and
iess on process.

Goals 2000: This Adwinistration initiative,
enacted in 1994, supports State efforts to raise
acndemic achievement for all stadents, Goals
2000 heips States apnd communities focus on
results. It builds on the Nstispal Education
Goalg, first articulated by the Nation's gov-
ernors {led by then-Governor Bill Clinten}) and
President Bush in 1983, whith provide clear
targets but encourage States to develop their
own means o ackieve them.

Btates and Jocmiities receive funds o set
their own  challenging academic standards
for ail children, then design their curriculum,
teacher training, educstienal technology, in-
siruction methods, and  assessment  tools
around them. Geals 2000 also heips Statea
and schools involye parents in the education
of their children. Currestly, nearly all States
participate in the program.

The budget praposes 5491 million for the
program, 32 pergent mword than in 1995,
Linder it, every State and over 12,008 schools
could receive grants,

Charter Schools: Charter schools are pub-
lic schouls that pareats, teachers, and commu-
nities create, and that States free from most
rufes and regulations and hold accountabie for
raiging  student achievement. Begun as a
grasaroots rmovement in 1391, and supported
by Federal start-up funds since 1995, pubhic
charter schopls now number 258 nationwide,

somne of them already showing resulta in high-
er student test seores and lower dropwout rates.
The budget proposes $40 miliion for public
charter schoois in 1997, and incresses over the
next five vears te fund start-up costs for up
to 3,000 such new schools,

Title i-Education for the Disadvan-
faged: Title | provides funds to raise the edu-
cational achtevement of disadvantaged chil-
dren. In 1994, the President proposed and
Congress adopted changes 1o focus Title { re
sources better on aress with the largest con-
centrations of low-inrome children; set the
same high standards for those children as for
all others; and hold schooly accountable for
progress toward achisving those standards,
Schools now have much more flexibility in
using these funds, The budget includes $7.7
billion, six percent more than in 1985,

Education Technology: Technelogy can ex-
pand lexrning opportunities for all students
and help raiss student achiovement. Yet many
school districts lack the pecessary resources

to integrate technology fully ints their schosl
currisuia,

The President has launched a  national
mission te ensure that all children are techno-
logically fiteraste by the dawn of the 2ist
Century, with communication, math, science,
and critical thinking skills egsential w succeed
iy the Information Age Specifically, the Pragi
dent proposes a Technology Literacy Challenge
Fund., with four pgoais: (1} heiping States
put enough computers in every classaroom:
{2} connecting these computers to the Informa.
tion Supsehighway; (3} giving teszchers the
training they need io integrate technology
into teaching, and (4) festering the develop-
ment of high guality, widsly available edu.

inereasing yeuar after yvear,

seience teaching and learming,

HOW STATES USE GOALS 2000 TO ADVANCE THEIR REFORMS

in Marviond. scores on tons designed is measure progress toward the State's standards are

In Michigan. 13 Upper Peninsuls school distnets sre warking with Bay Mills Communiey Cols
tege and Lake Supener Univermiv i train teachers 39 use lchnology te improve math and

[n Harrison County, Kentiseky, Goals 2008 is belping train parents os voluniesr instructions
nides and reaching oul 3o parvais through cable television programs and homework hotlines.
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temsi. The partnerships epable the private
cactor to transitate new knowledge into novel
technologies that benefit its bontem line and
goviety at large.

Seience and Techovlogy Highlights

Under the 1998 budget resclution, Congress
would cut suppert ta S&T programs by
abosst 30 percent by the year 20021 At
a time when increased global competition
threatens 115, markets, and when Japan
has proposed doubling its investments in
S&T. the President believes we cannot afford
such deep cuts. In his budget negotiations
with the biparvisan congresgional leadership,
the President has repestedly reaffirmed his
rommitment Lo ecobomic prosperity, education,
hieaith, the envirenment, and natichal security.
S&T investments sre cntical to these puals
The budgst fuifills his commitments by

inereasing Total Funding for Seience
and Technology: Thiz budget marks the
fourth straight year that the President has
proposed increases in S&T investments. Table
10-1 shows the protosal to invest roughly $73
hillion in research and development (R&ID)),

over $1 billion more than in 1996.7 in kespmp

with previous efforts, the budget aise providas
an increasing share for civiian R&D invest-
mants, with those investments at 47 percent
of the total. Table 10-2 lists selected S&T
highlighis.

Boosiing Funding for Basic Research
und Health Research: The budget proposes
%14 billien for basic research, a 3278 milkion
incresse over 1996, including a four perrent
increase for the National Screnwe Foundation,
(ivenn the importance of basic and appiled
health sciencs rasesrch, the budger boosts
funding at the National Institutes of Health
by four percent,

Strengthening  Universitv-based  Re-
search: University-based research iz kay ‘o
Ameriea’s future; simultaneously, it provides

LA merean Astomrstsy for the Adssnosmens afl Seience, 1555,
fResearch ehd devepmment \RADD ¢ ¢ sndetvaorented messurs
of hvestmens i $&7,

" new knowledge and new technology, and tt

trains the next generation of scientists and en-
gineers. The budget proposes $13 billion for
university-hased rezearch, an increasa of $1568
millien over 18996, {t aiso proposes $22 billien
for morit-reviewed research (six percent more
than in 1996}, which comyprises 31 percent of
the R&D budget.

Inpesting in Innovation to Create New
Jobe and Indusiries: Under this Administra-
tion, many of the new ishs have been high-
tech, high-wage jobs in industries iike bio-

techoology and computing—joba that dido't

exist a2 decade or two sgo. The budget main.
tains a strong investment in tochnology to S
ter these high-priority civilisn 3&7T industries
and jobs. Funding continues or expands for
high-periormance camputing research; for the
Advanced Technology Program, which works
with industry o develsp high-nisk, high-payeff.
technologies; for 3 Manufacturing Extension
Program to help small business battle foreign
competition by adopting modern techoologies
and production techniques; and for other pro-
grams.

Increasing Environmental Research:
S&T investments arg critical for enbencing en.
vironmental quality,. While we are making
progress on many pollution fronts, emerpng
giohal envirorimental problems pose new rinka.
The budget maintains vital research to provide
safe foed, clean air, and pure water. It sup.
ports resesrch into new environmental tech.
nologies to provide better envircnmental pro-
teetion at lower cost, while penerating jobs and
exporte. It supports programs to  ingrease
energy sfficiency and the development of re-.
newable energy sources that eut demand for
foreign oil, and partnerships with industry to
develop cars that use less fuel. The budget
invests in programs that preserve bivlogical di-
versity snd helip us understand and prepars
for changipg climate conditions. and natural
disagters, Thesge investinents aiso provide a
sound scientific basis for rational rule-making
on, and the cost-effective implementation of,
environmental repuiations. {For more details,
see Chapter 9.3
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FROM: ERSKINE BOWLES
LAURA TYSON

| GENE SPERLING
SUBJECT: Budget Working Group

Qver the last four weeks we have jointly directed a Budget Working Group
is to promote your balanced budget and point out the differences between your bwd
priorities and the Republican proposals, '

T

_ EPach White House office has loaned a senior staff member 1o this effort, as have several of
. the Cabinet Agencies. The Working Group as » whole meets daily, as do sub-groups on QQ(
Medicare, Education and Training, the Environment, Technology, and Taxes.

The Budget Working Group has been responsible for marketing your budget priorities on
the local, regional, and national level. This effort includes: rapid responss fo the
appropriations votes, issuing daily talking points, mobilizing outside groups and validators,
providing information to friendly Members of Congress, saturating the media markets of
pivotal Members, and planning events and media for yourself, the Vice-President, Mrs,
Clinton, and Cabinet officials.

The net result has been a series of positive news stories at the national and local level,
highlighting the impact of the extreme GOP cuts, in sharp contrast with your more
reasonable approach.

This document summarizes some of the major accompltshments of the Budget h%’m'king
Ciroup 1o date.

i
b
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Medicare Vouchers: Realizing that Republicans had left themselves highly
vulnerable on Medicare plans, the Budget Working Group began its activities in mid-
July with an attack on the Republican Medicare voucher proposals. We prepared and
distributed materials to Members of Congress and the press, arguing that under the
GOP voucher proposal, beneficiaries face a simple, cruel choice: choose to pay more
or choose to get less. ‘

Strategy. Following the Robert Pear story in the New York Times on Monday,
July 17, which suggested that the GOP Medicare proposal would raise costs for
millions of beneficiaries, we built a strategy around Judy Feder’s July 18
testimony before the House Comumerce Cornmitiee and HCFA Administrator
Bruce Viadeck’s July 20 testimony before the House Ways and Means Health
Subcommitize. Both were very critical of Republican voucher proposals,
focusing on: {1} how the Republicans would constrain spending far below the
private sector; and (2) how much more beneficiaries would pay under the
Republican plan to stay in a plan that allowed them to choose their own doctor.

Amplification. Democratic Senators held a press conference following
Administrator Viadeck’s testimony and talking points were widely distributed to
Democrats on the hill. Members of the Cabinet and Sub-Cabinet conducted
print and radio interviews into 50 targeted markets. Secretary Shaiala Dr.
Tyson, Alice Rivlin, and Gene Sperling interviewed with the major national
newspapers.,

Mzdia Coverage. Our attack received significant positive press coverage,
mcluding: the New York Times, the Washingion Post, the Wall Street Journal,
USA Today, and AP. Oun Friday, July 21, CNN aired a story in their hourly
news-reg! on the heat the Republicans-are feeling over Medicars cuts. |

Medicare 30th Anniversary Eveni. This event was designed fo show Democrats on
the Hill that we would stand with them in the coming weeks and make Medicare a
major issue in the Budget battle. This event also provided a major forum for you to
highlight the Republican increases in Medicare premiums and out-of-pocket costs to
seqiors on the 30th anniversary of the bill,

Media Coverage. Your speech received extensive positive converge on the
evening newscasts on NBL, 48C, €8BS, CNN, and CNBL. Two of the three
networks quoted you saying, “we cannot afford {o bankrupt older Americans in
the name of tax cuts for the wealthiest Americans.”

The New York Times printed an op-ed the dav of your speech, warning that on
the 30th anmversary of Medicare, the Republican plan to cut 3270 billion over
seven years by piving vouchers to beneficiaries "could cause serious damage.”



Amplification. Cabinet and senior White House staff were booked into targeted
radio in more than 40 local media markets. Cabinet and senior White House
staff also conducted press calls to national press, focusing aftention on your
message about the Republican movement from the 30 year common ground of
protecting the health security of older Americans. Your speech was mailed to
150 editorial boards and older American and health care trade press.

Medicare 30th Anniversary Radio Address {taped Friday, July 28). Realizing that
a "news hook” was needed for the radic address, we acted on an idea suggested by
Alan Cohen at Treasury and directed HHS and Treasury to compute the number of

Americans who would be forced into poverty under the latest draft of the Republican
Medicare proposal. ‘

- The 500,000 poverty number was inserted into your remarks and your radic address
with the First Lady received extensive press coverage, leading CN¥ news all day
Saturday, and producing favorable stories in bath the Washingfon Post and the New
York Times] - the 500,000 number was featured prominently in each of the stories,

Amplification,

Your radio address was mailed to top 150 editorial boards, African-American,
Hispanic, women’s and older American press. We issued a press paper
detailing the number of seniors who will be forced into poverty under the
Bepublican plan. Regional radio and print interviews were conducted with the
seniors attending the radic address, into their hometowns.

’ State-by-State Data on Medicare: State-by-State analyses of the Republican

Maedicare and Medicaid cuts were released on Friday, July 28, coinciding with your
radio address,

Ampfification. Chief of Siaff Panetta briefed reporters on the state-by-state
data, Friday afiernoon, July 28. Analyses were sent to radio stations, 4.
boards, and television outiets in all 50 states. Cabinet and sub-Cabinet officials
conducted numerous radio and print interviews ipto targeted markets.

Press releases/statements were released by: State Democratic Legislative
Leadership in CA, FL, IL, lows, MI, M, NB, NJ, NY, BA, OK; the govermors
n: WVA, MD, FL, DE, CO, and Lt. Governors in CA, M, RI.

e
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Medicure Education: Seceing the need to provide reporters with basic education on
the status of the Medicare Trust Fund, Administration actions, and the Republican
plan, we organized a series of reporter briefings by Dr. Tyson and Judy Feder (HHS)
with agsistance from Chris Jennings, and Gene Sperling.

These briefings, based on the "White House Medicare Briefing Document," which you
have read, explains:

{) What the Pagt A Trusi Fund 1s and how it differs from the Part B

Trust Fund; :
(2) The history of the solvency of the Part A Trust Fund,;
{3} What you have done {0 improve the solvency of the Trust Fund; and
{4) How the proposed Republicans cuts arg not necessary 10 extend the

solvency of the Trust Fund.

- To date, we have conducted 17 Medicare briefings ~ 5 for pational media and 12
for regional reporters - using the county-by-county data as a hook for regional
reporters.  Lorrie McHugh, April Mellody, Peggy Lewis, Josh Silverman and Laura
Schwatz from the Press Office played an instrumental role in putting these briefings
topether.

Network Corespondents

Bureau Chieis _
National Newspaper Writers (Toner, Pearl, Oliphant, Dowd, etfe.}
Pundits (Clift, Broder, etc) :

Rustbelt Tong

Big Fast Tong

Business Writers Tong

Banking, Finance, and taxes Tong

Economic Tong

Shanahan Tong

Loubsdorf Tong

Radic Tong

CNN Bureau

County-by-County Data: County-by-county data on Medicare was released on
Monday, August 7 to coincide with the series of Medicare education briefings for
reporters, ad the Gingrich Medicare event in Atlanta, also held that day. The county-
by-county data has exceeded all of our expeciations in terms of media coverage -
each of the state-wide AP wires broadeasted the county data and stories were printed’
in literally hundreds of local papers.

- +
Ampiification. Press releases on the county numbers by county executives in
the following states: Ohio, lowa, Wisconsin, Michigan, Florida, Virginia,
Washington, [Uinois, CA, Minn., MD, Kentucky, Georgia, Deleware, PA,
Oregon,
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Regional Media. We have also set up a recess regional media sirategy focusing
primanly on Medicare. The attached grid indicates the hundreds of media calls being
placed. - ,

Trustees Op-Ed: Jennifer Klein from the First Lady’s office pieced together Ian
excellent op-ed by Secretaries Rubin, Shalala, and Reich for placement later this week,

TION

. State-by-State Data on GOP Education Cuts: With significant coordination by Ken -~

Apfel at OMB, and help from NEC, DoEd, and DOL , a state-by.state analysis was
prepared for release Friday, July 21, 1995, Over 50 reporters were targeted for calls
by Cabinet and Senior White House Staff. 30 Separate press releases were prepared
for ¢ach state. When the Commiites did not finish within the news cycle, we decided
to hold this report for releasec Monday, July 24, in conjunction with your Boys’ Nation
Speech.

Waiting for your Monday speech proved 1o be a major positive. While national media
coverage of the speech centered mostly on your re-engagement in the budget debate,
(Your threat, "I will continue t© act, alone if necessary,” was heavily reported),
regional coverage paid significant atiention to the education numbers.

Amplification. We released a press document highlighting the Republican
movernent from the common ground on the issues of Education, Health Care
For Seniors, Helping Working Families, and Enviromnent/Public Safety.
George Stephanopoulos and Dr. Tyson hosted a breakfagt with Network
Correspondents the momning of the speech. Director Rivilin, Dr. Tyson, and
(George Siephanopoulos briefed columnists. Director Riviia and Dr, Tyson
briefed business journalists. Your speech was mailed to wp 150 editorial
boards, African-American, Hispanic, women’s and older American press.

Nearly 2000 copies of the report were distributed to education groups, members
of Congress, state and local officials and regional media. Over 30 calls by
senior Administration officials were made o regional media and editonal
boards. Statements were issued by elected officials in nearly 25 states.
Regional media conference calls wére conducted by Secretaries Reich and Riley
and by White House gtaff. The following Governors issued releases on how the
Education/Labor/HHS appropriations bill wall impact their state: Caperton,
Nelson, Beb Miller, Romer, Glendening, Carper, Knowles, Camahan, Gray
David (Lt. Gov. CA), Lt. Gov. of VA--Beyer



Education Committee Chairs in the state legistatures from the following states
sent out press releases on how the Education/Labor/HHS appropriations bill will
impact their state: Arkansas, Kentucky, Louisiana, Mississippi, Missouri, New
York, Oklahoma, California., Massachusetts, and Oregon.

The Democratic Legislative Leadership in the following states issued releases: -
Ohio, Minnesota, and Michigan, Vermont, Connecticut,

Media Coverage. The state repors received good press coverage -~ the data
was picked up by the AP Newswire and stories appeared in several regional
papers.

American Federation of Teachers (Friday, July 28) The Republicans handed us a

- gift, by choosing to call for the elimination of Direct Lending on the same day as vour '

speech. Your quotes on Direct Lending were picked up by the news wires and the
inside-Washington press {(Post, Congress Today, Hotline, etc,)

Amplification. Your speech was mailed to 150 editorial boards. The
Department of Education issued several press releases on Direct Lending and
Deputy Secretary Kunin held several conference calls with reporters. A dozen
African American college presidents wrote op-eds blasting the GOP cuts, OMB
Director Rivlin released a letter blasting the Republicans for trying to repeal
Direct Lending. :

Meseting with Congressional Democrats and Education Practitioners. Your
meeting in the Cabinet Room on August 3 with Congressional Demograts and 10
education practitioners on the day of the House vote on Labor/HHS/Education
appropriations served to reinforce your commitment to education and your concerns
regarding the bill approved by the House later that day. :

Ampiification. The people chosen to participate were so strategically to
pressure on key Members of Congress as they cast their votes on Labor/HHS,
Media Affairs set-up pnint, TV and radio interviews in targeted congressional
markets (Buffalo, Cleveland, Pittsburgh, Worcester, Madison and Baitimore)
wilh the participants.

Medin Coverage. This event received heavy coverage from CNN all day as a
lead-in to stories on the House vow. Newspaper and television stories appeared
in all of participants’ home media markets, Your quotes from the pool stray
were in the New York Times and Washington Post. !

fmpact. While the bill was eventually approved, it should be noted that none of
the targeied Members representing individuals we invited to the event ended up
voting in favor of final passage.

L*y]
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III. ENVIRONMENT

. . GO¥P Agti-Eavironment Riders (Rapid Response ~ Part 1), On Friday, July 29,
the House considered the VA/HUD Appropriations bill. An amendment fo retain the
Environmental Protection Agency’s jurisdiction to enforce clean air azad clean water
rules was passed (212-2135}

Following the floor vote, the Budget Working Group mobilized and had the Vice
President brief reporters on the GOP Environmental cuts, The Vice President did &
White House i}:iefing and was quoted in 2 very positive ABC News story. His quotes
also appeared in the first few paragraphs of stories ia the Washington Post and New
York Times.

+  GOP Anti-Environment Riders (Quick Response - Part 2). On Tuesday evening,
August 2, the House voted to restore the anti-environment riders to the Va/HUD
appropriations bill. The Budget Working Group mobilized quickly, and prepared a
hard hitting statement for you to read to reporters in the White House briefing room
the following moming,

i You statement wag picked up by all CNN, ABC NBC, and CBS, and

the Washingion Past. New York Times Los Angeles Times, Boston
Herald_ Chica ribune, and nume local and repgioral

. NEWSDADSYS.

. Environment Speech and Issuance of Executive Order. After two weeks of
planning by the Budget Working Group {and negotiations with the various offices
involved), an Executive order was prepared for you to defiver a strong rebuttal fo the
GOP environmental roll-back.

v Your healthsafety, and envirgnment event in Baltimore on August &

was by zll agcountis a suceess. receiving very positive coverage on
NBC CBS. CNN. FOX_and in hundreds of maior datly newspapers

and regional print and radio,

v NBC news ran a & minute story deseribing how the Reoublican cuts
would drasticallv rollback vears of environmental progress Regional
clips are attached.

Prior to the event, we put Carol Browner in the press briefing toom to explain the
affect of the Executive Order. Carst and her Communications Director Loretta Ucelll
I : played an exceptional role developing and implementing our Environemtal message.

7



Time, Busirness Week, and the Washington Post are expected to run articles in the sext
two weeks on the influence of special interests on the Republican budget cuts.

in conjunction with your event, Governors and Legislative Leaders and Committee
Chairs put out press releases on the environmental impact of the Republican cuts,

We released Environmental State-by-State impact numbers.

IV. COMPREHENSIVE STATE-BY-STATE ANALYSES

¥

V1L

We prepared a booklet for the House Recess highlighting the state-by-state impact of
the Republican cuts on Older Americans, Students, and Working Families. As of
8/14/95, this book has been distributed 1o more than 10,000 persons and media outlets -

from the White House. The DNC has also reproduced the book and sent’it 1o

thousands of local supporters on the ground in states across the country. Groups are
also wsing the book daily in their attacks on the GOP cuts. Bouok is available via the
internet and through various forms of electronic media.

PEROT

In preparation for Perot’s United We Stand convention in Dallas, we released a report
to the press comparing the Administration’s record with Perot’s campaign promises.

MEDICAID

We are preparing a Medicaid document similar to the White House Medicare Briefing
Document that we have been using to educate the press.

VILCITY-BY-CITY DATA

Analysis of impact of GOP outs on 50 major cities should be completed this week.
We are looking at several options for timing the release {possibly in conjunction with
the Mayors’ meetings in Seartle on August 28, or as part of the back to school rollout,

VIILBACK TO SCHQOL

¥

A memoe was seat to you on Monday, August 14, outlining our back to sthool plans,
including two weeks of ramp up activity by Cabinet and groups, and I week of White
House events (Sepiember 11). A sub-group met today to finslize plans and begin
implementation.



IX. GOP MEDICARE PLAN

Planning continues for the last two weeks of September. We are working on strategy
to counter GOP release of Medicare plan set for September 21.

YALIDATORS

Attached is a comprehensive grid indicating our strategy for validation
outreach on Medicare. This grid, the product of the tireless efforts of
Susan Brophy (Legislative Affairs), Emily Bromberg (Intergovernmental
Affairs), Marilyn Yager (Public Liaison), Kris Balderston (Cabinet), and
Leslie Thornton (Validators), we have laid out a plan for massive regional

‘media outreach over the next few weeks on Medmare

This plan includes: Cabinet, Sub-Cabinet, Regional Administrators,
Groups, and Intergovernmental Officiais.
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Balanced Budget Amsndsant / f/%ﬂ“‘"j 56{7

A balanced budget amendmest would hold sericus implications
£ax the Department of defanze in two najor/ ways.

Tha ffirst problem ia achievin d budget by fiscal
year 1398, All Americans woul PP ' But ¢his would
naceasitate cutting an utmtm 9 o (astimate -
needs OMB refinamant) fxom tmml. amd.i.nq over tha naxt five
YOAXS.

o8 Ma can’t ocut back on i.n’e:#mat pnynm::.

o0 ﬁm::ial ssourity aquis m ohther sntitlament gutas are
politically untouchabls.

If history is & guide,. all the cuts will be concentrated in
discrationary spanding, Dafenss is half of discretionary
spanding, Cutting §525 billion from discraetionary spanding
would ispose as a2 nminimum a $463 billion cut ia defenso

spanding.
A _S465-billioncut-.in defanes spanding over 3 years wonld

< CTipple national securi

o0 This would cut one out of avery 3 dollars wae pisn to
spand on defense over the next 5 years.

20 This would be 4 times ths ancunt saved through the Bottom
Up Reviaw.

oo It would nsceasitate fizing or discbarging over 600,000
individusls,

oo It woulid pose a corippling blow to the high taahnolﬂ
alemonts of our sconomy &nd our most advanced resas
and development activity,

Tha sacond major predblam possd by & balanced budget asandment
is its Limplementation onca it iz enscted. The smaliast
changes in the aconomy would znocessitate swssping progras
cuts.

o0 A one psroent incrasse in the prise lotersst zrate would
oreata an irmediate first year lncresse in the defiocit of
85 hillion, and a 8114 billion ilnpreass in tha daficit
over five years. (This needs updating by OMA.)

e A ona perosnt fall in GNP would orxrests & firsteyoss
incrasse in the deficit of $8 billlion, which would grow
to 8248 nillion over fiva yesrxs,
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oo Entitlaments zare in lsryge Zeasurs sheltersd from such
changes bacause their banafiits ars linked to changos in

tha sgononmy .,
80 Iatarsst paysmaents can’t ba deferzed ;::r scalad back,

0 Therafore, the outs would ba concantrated in
discrstionary spanding, with defsase spending carrying at
A minimum over hall of ths guts,

o A halxnosd budget asendment would regquize cuts not only in tha
izzadiate fizcal ysar dut ovezr ths auogseding 4 years as wall,
As such, within & few month’s notice the Dafense Departmant
could bes ragquired to out out H7-10 billion immaediately and
8170190 billion over a ﬂ:n yaasr pariod,

o Dob programs are massged m:: long periods:

¢¢ It takes 18 yenrs of smou.aq ud ;::opa: susignnents Lo
prapare & battalion cmnd&r. R

os  The average sajor pwwmﬁ gwqrm uquixu 8 yeazs of
devslopmant and htaz&ag.

co Producticn lines are ut: ap miizz&putinq stable
productian rates,

oo We must ordar spars parts 3 years shead of anticipatad
uss in order to lasurs zeadineas of forces.

9 He cax’t Just turn on and off &fmn programs 4uat because of
relativaly small changes in the acomonmy,

o Tha Department of Defensae ia not opposed to balanced budgata.
Dol has suffarsd mJore from daflicits than any other ares of
fadoral spending bsosuso Ded bas alwsys baan includad in any
daficlit reductiocn plan atd bas besn virtually the only seyment
that has complisd with ng rsductions. But a balaaced
hudget acsadmant, za asily and ruthlsssly applisd, could
be arippling to Defense. C : ‘ ‘
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MEMORANDUM FOR THE PRESIDENT

FROM:

LAURA D. TYS@N’&{. ks L ¥7im‘§“"u"‘”’"
1

SUBJECT: THE SBHORT-RUN MACROECONOMIC CONTEXT POR FY19%9s

BUDGET DECZIBIONS

During the next three months, the Administration will be

making critical policy choices for the FYi996 budget. These
decisions will be guided by several economic and political
considerations. Ong of these considerations will be an
assassment of the macroeconomic environment we are likely to face
during the next two years and how our budgetary decisions might
affect it, for better or weorse. In conjunction with the OMB, the
CEA prepared the following evaluation of current and likely
racrogconomic developments between now and 19986 £o serve as
background in our budget discussions.

The macroaconomic prospects over ths next two years look sound.

-

Although the currvent expansion is middle~aged by historical
standards, most forecasts {including those of the
Administration, CBO, the Federal Reserve and the Blue Chip
Consensus) predict continued growth through the next two
years, albkelt at a slower rate, along with a nodest increass
in the inflation rate. The probability of a recession
eccurring during the next two years is small. Although
growth is likely to slow noticeably from its pace so far
this year, most forecasters predict that growth over the
next two years will be sufficient to preciude a significant
increase in the unemployment rate and to achieve the eight~
million job target by election day, 19%6.

The sconomy has closed the gap.

A variety of aconomic indicators suggast that the econony is
currently operating very close to its potential output
level--that is, the level of output beyond which
inflationary pressures will intensify. HNHorsover, nost
economists believe that the sconowy’s potential output level
grows at ahout 2.5 percent per vear (based on labor [orce
and productivity trends). According to this logic, if
growth does not moderate to this range in the coming year, a
more dramatic uptick ln the inflation rate than that already
embodied in most forecasts is likely.



2

Cutput growth in excess of 2.5 percent is not sustainable in
the long run unless trend productivity growth increases in
response to greater private and public investment. The
strong productivity growth realized over the last two vears
is comparable to the productivity growth realized during the
economy’s last cyclical expansion in the 1980s. On the
basis of the available evidence, it would be premature to
conclude that the economy’s trend productiviiy growth has
actually increased during the last two years.

Most forecasters in fact predict that the sconomy’s growth
rate during 1594 and 1955 will average about 2.7 percent,
slightly above the economy’s long-run potential growth rate,
before settling onto its potential ocutput path. This should
be understocd as an optimistic forecast because it predicts
that the economy will "glide" inteo its long-term potential
growth rather than overshoot it on the upside and then cycle
into a recession, overshooting it on the downside as well.

Risks to the outlock for 1994 and beyond,

4

During the next two years, the economy is likely to run
close to its potential and inflationary pressures are likely
to intensify. This in turn increases the risk that the
Federal Reserve will err on the side of excessive caution,
raising short-term interest rates so high that growth
falters. A possible Fed overrsaction of this sort and a
possible spike in 0il prices are the two main risks to the
forecast of continued growth. Either eventuality could slow
the economy considerably and, if severe enough, might even
cause a recession. A sharp increase in short-term interest
rates by an inflation~shy PFederal Reserve has been the
mechanism whereby most previous expansions of the American
econony during the postwar period have ended.

The yield curve is still wery steep.

Long-term intersst rates have increased more or less in line
with short-tern interest rates all year--and the resl long-
term interest rate is high (betwsen four and five percent,
depending on what measure of inflationary expectations ons
assumes). Both observations have led some to conclude that
long-term rates might ease somewhat in the medium term. But
as long-term rates continue To rise here and around the
world, the prospects of easing look increasingly weak,
especially as growth and the attendant demand for long~term
funds pick up asround the warlid.
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The rest of the world is yrowing faster than anticipated.

+  Forecasts for growth in the rest of the world have been
revised upward in recent months, and the prospects for a
self-reinforcing cycle of broad-based glabal growth have
improved. On the positive side, this will boost U.S. export
growth; on the negative side, this will intensify the global
demand for long-term capital and keep long-term interest
rateg high.

¥iscal policy is neutral.

- On its current path, fiscal policy is essentially neutral
through the end of the decade,

A deficit-neubtral tax cut will have no pacreeconomic effect.

> A deficit~neutral tax cut-~that is one financed by
ocffgetiing tax increases or spending cuts designed to leave
the deficit unchangad-~will have no discernible
macroeconomic effect in either the short run or the long
run.

CONCLUSBIONS

Under current and projected macroeconomic conditions for the
next two years, it would be gconomically unwise--as well as
politically unwise~~to propose a temporary “unfunded® fiscal
stimulug for FY1996, whether in the form of a temporary tax cutbt
or a temporary spending increase. Such a proposal would
jeopardize the Administration’s hard-won reputation for fiscal
responsibility, would encourage the Federal Reserve to act more
strongly against the dangers of excessive growth and inflation,
and might well encourage long~term interest rates to rise still
further.

In comtrast, the likely short-run macroeconcmic effects of
additional deficit reduction in the FY1996 budget package are
more uncertain. In the best case scenario, the announcement of a
credible deficit reduction proposal could exercise downward
pressure on long~term interest rates, ameliorate fears of
continued inflationary pressures, exercise a moderating influence
on Fed decision makers, and provide an additional boost to
private-sactor confidence. Such beneficial short-term
developments in turn could foster a higher rate of private
investment, which along with more public investment , remains the
sclution to ocur long-term productivity problem. Moreover, if we
are as lucky as we were with cur OBRA budget package, all of
these beneficial effects could begin to take shape as soon as our
package was announced, well hefore it was actually voted upon and
implemented,
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However, in the worst case scenario--in which financial
markets do not respond adequately and Fed policy continues teo
restrict growth--an additional dose of deficit reduction
beginning in FY19%6 could actually have the perverse effect of
slowing an already sloving economy. By thamselves, both spending
cuts and revenus increases to reduce the deficit tend to reduce
the economy’s growth in the short-run. Only in the happy and
uncertain eventuality that short~term andj/or long~term interest
rates fall enough to offsst these direct contractionary effects,
will the sconomy®s growth rate be unafiected,

As already noted, in 1996, the currenit expansion will be
guite old by historical standards. Moreover, the danger that the
Federal Reserve will err on the side of excessive contraction in
the coning year cannot be discounted; indeed, the historical
record on this score is hardly a source of optimism. And given
the lags in the effects of monetary policy, a contractionary Fed
policy in 1995 raises the odds that 1996 will be a slow-growth
year. Under these circumstances, it may be unwise to add an
additional dose of fiscal contraction in that vear. At the very
least, it would seem prudent to limit the size of any additional
deficit reduction undertaken in 1996 so that its direct
contractionary effects would be insignificant. Such a course
need not be inconsistent with the announcement of a significant
multi-year deficit reduction package in our FY1996 budget
proposal, as long as the lion’s share of the package’s spending
cuts (and/or revenue increases) take effect in FY1597 and beyond.

Finally, it is important to emphasize that the foregoing
analysis should not be interpreted as endorsing or criticizing a
decision to propose such a package in our FY1996 budget
submission. The likely macroeconomic conditions over the next
two years are only one of many competing economic and political
considerations on which such a declsion dapands.



‘ EXECUTIVE OFFICE OF THE PRESIDENT %’Q_\SM
LN g COUNGL OF ECONOMIC ADVISERS
e 2 WASHINGTON, G.C. 20500

oAy
T

THE CHARMAN
Becember 7, 18%4

HEMORANDUM FOR THE PRESIDENT 3y

. o-"'"w

FROM: LAURA D. TYSONTXHi'w .1 e

Subject: Some Thoughts on Additional Deflicit Reduction and
Our Budgetl Strategy

In determining how much additional deficit reduction should
ke incorporated in our 19%6 budget for the 19886-2000 period and
bevond, several scononic considerations should be taken into
account.

1. According to the Administration‘s new economic forecast, the
deficit line is somewhat worss than predicted by our sarlier
forecasts, both in absslute terms and relative to GDP. Clontrary
tc our esarlier forecasts, the deficibt/GOP ratio rises to the 2.7~
2.8 percent range during the next five~year pericd, rather than
remaining in the 2.4 percent range. By comparison, the deficit-
GDP ratic averaged 4.4 percent in the eight years of the Reagan
Presidency and nearly § percent under the Bush Presidency.

The deterioration in cur deficit projection is almost
entirely the result of a sizeable increase in our forecast for
short~term interest rates compared to our previocus forecasts.

The CEA, the Treasury, and the OMB8~~the agencies responsible for
the official Administration forecast--believe that our new
interest rate forecast is a credible one and that any forecast
predicting significantly lower interest rates would err on the
side of excessive "rosiness".

t.-«
2. As I not&d in an earlier Octobar mamarandum, the macroscononic
prospects over the next two calendar y&ars remain favorable.
Although growth is likely to slow neoticeably from its pace this
year, our forecast predicts that it will be sufficient to
preclude a significant increase in the urnemployment rate over the
next two years and to achieve the eight-million job target by
election day 1996,

It should be emphasized, however, that this forecast is an
optimistic one, .kecause it predicts that the economy will Y"glide®
onte its long-term potential growth path of 2.5 percent rather
than overshoot it on the downside., Given the unexpected strength
of the econonmy in the last quarter of this year, the risks are
now considerably greater than they were in October that this
perfect landing scenario--which is embodied in our new forecast--

3
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will not bhe realized., Consequently, it is likely that some
private forecasters will predict a minl cycle, with growth
dipping to the 2.0 percent range or lower by late 1995 or early
1996, before recovering later that year. As an lillustration, in
its most recent December forecast, DRI predicts growth of only 1
percent for the second half of 198% and 1.7 percent during 1996,
These growth rates are too low %o prevent an increase in the -
unenployment rate. '

3. On our current budget path, assuming no additional deficit
reduction between 1996 and 2000, fiscal policy ig essentialily
neutral through the remainder of the decade. Therefore, any .
additional deficit reduction weuld by itself exercise a
contractionary effect on aggregate demand angd growth. Of coursae,
this effect could ke offget If the Federal Reserve responded with
short~term interest rate reductions or if the financial markets
responded with long~term intersst rate reductions. In either
case, hoth the magnitude and the timing of such reductions would
determine the extent to which they coffset the direct
contractionary effects of deficit reduction. Only in the happy
and uncertain eventuality that short-term and/or long-term
interest rates fell enough to offset these effects would the
econony’s growth rate be unaffacted.

It is important to keep in mind, however, that the laggad
effects of Fed interest rate hikes this year and early next year
are likely to exercise their maximum braking force on growth late
next year and through early 1986. This is exactly the time when
any additienal spending cuts scheduled for FY1996 would exercise
their contractionary effect, reinforcing the slowdown resulting
from previous Fe? actions, and giving the eccnomy a double hit.

5. Over the next two years, the course of Federal Reserve policy
is not likely to be much affected by our budget plan--first, for
the obvicus reasoen that our plan is not likely to be the one the
Congress passes; and second, because the Fed’'s actions dering
this period are likely to be directed at holding the line on .
infiation, the course of which is not likely teo be much affected
by our plans for additional deficit reduction beginning in FY189%6
ar bevond. Qver the longer term, however, continusd deficit
reduction would allow for a shift in the mix of pacroeconomic

policy toward less monetary restraint, lower short-term interest
rates, and more investment.

5. In the bhest-case scenario, the announcement of additional’
credible deficit reduction would also exercise dovnward pressure
on laong-term interest rates during the next two years, and this,
in turn would have a beneficial effect on investment and growth.
But this best-case scenario seems less likely in 1995 and 1996
than in 1993 for two reasons. First, the financial markets, like
“the Federal Reserve, are not likely to view our budget plan as
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.the one that will be enacted by the Congress. Seceond, according
to most observers, including the CEA,. the dramatic increase in
long-term rates this year~-which 1s a global phenomenon--is
primarily the result of faster than anticipated growth both in
the United 8tates and in the rest of the werld., Unless our 1596
budgat package had a perceptible effect on growth prospects
either at home or abroad, it would net have much effect on the
course of long-term interest rates in the foreseeable future.
And if the risk of a substantial slowdown late next yesr is
realized, long<term interest rates will moderate anyway.

None of this is to deny that a credible plan for long-run
deficit reduction in the 1896 budget would have a nederating
effect on the course of long-term interest rates over tine.
Rather, the point is that the announcement of such a plan is not
likely t& have a perceptible effect on long~term interest rates
in the next year or itvo.

6. Although for the reasons just noted, the announcement of
additional deficit raduction in our 1996 budget is not likely to
have much effect on financial markets or the course of monetary
pelicy during the next tweo yvears, the announcement of an
irresponsible package could have damaging sffects. The
Administration has a reputation for credibility on the deficit
with both the Federal Regserve and the financial markets., If we
act irrvesponsibly--for example, by adopting rosy scenarios in our
forecasts or by promising tax cuts that are not financed by
offasetting spending cuts--we could lose our hard-earned
credibility very quickly. This could be gquite dapaging to our
ability to use the threat of a potential vete to calm the markets
in the face of concerns about irresponsible budget actions by the
Republicans. 1
7. The Administration will have to find a credible way to respond
to both the balanced budget amendment and :£o the report of the
Kerrey Commission. Submitting a budget that simply holds the
deficit in FY1996 to,its FY1995 level, along with a cpmmitment to
do the same in our FY1959%7 budget submission, is not likely to be
an adequate response. Moreover, with our new deficit
projections, even the task of holding the line on the 1996
deficit will not be an casy one. For example, a total of $35
billion in spending cuts would be required to achieve this task
and cover $10 billion in lost revenues resulting from a middle-
income tax cut that went into effect in the summer of 1995. As
thig simple example illustrates, while it may be possible to find
the spending cuts required to pay for middle~income tax relief
and to hold the line on the deficit--or to reduce it still
further over the next five years--timing the spending cuts to
mateh the revenue losses and mest a particular time path for the
deficit will be much harder to do.

. & credible Administration response to the Kerrey Commission

+n
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report and to the likely imposition of an entitlement cap in the
Republican budget submisszion requires some proposed actions in
the area of entitlement spending (excluding Social Security which
has apparently been ruled off limits by the political dynamics of
the 1994 election.) Moreover, the simple arithmetic of
entitlement growth over the next decade shows that the nain
problem is projected growth in federal health care spending on
Medicare and Medicaid.

Administration officials have repeatedly said that our plans
for additional deficit reduction would involve adiusting federal
programs on health to realize additional savings. In addition,
you have sald that you want to use savings from existing federal
health programs in part to finance new health care reforms.

Taken together, the realities of the entitlement problem and
the Administration’s previous comments suggest that our 1996
budget should contain some credible actions to restrain the
growth of federal health spending over time, with some of the
anticipated proceeds channelled to possible health care
initiatives in the private sector--such as subsidies for children
or tax cradits for the purchase of health insurance--and the
remainder devoted te gradual deficit reduction. One possible set
of proposals nmight include: proposing extension of all of the
OBRA1993 Medicare actions; introducing competitive bidding
procedures for public service health contracts; turning the
Medicaid program.over to the states with greater flexibility in
program operations in exchange for slower growth in federal
spending; adjusting Medicare rules to make it more cost-effective
and attractive for patients to join HMOs; means~testing the
Premium B contribution for Medicare recipients; and appointing a
Health Care Commission charged with the task of developing
specific recommendations for achieving a targetted reduction in
the baseline growth rate of federal health care spending on all
programs~~Medicare, Medicaid, Veterans, Defena&, Public Health,
and Tax expenditures for Employer~based health insurance. The
xmpandan‘;nsolvency of the Medicare Trust Fund by 2001 is a
conpelling metivation for establishing such a commission now,
just as the impending insclvency of the Social Security Trust
Fund wags a compelling motivation for the astabli&hment of the
successful Greenspan commission. :

9. Bold actions to curb the growth of entitlement spending over
the long run will maintain our commitment to deficit reducticen,
without subjecting the economy to the short-run contractionary
risk of significant cuts in 1396, and will have a moderating
influence on interest rates with beneficial effects on sconomic
growth over time.



