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DRAFT 
MedjnfO Cos!-Colllilipmeni .nc! Cost-Shiftins I 

CBO and Cost-Shifting'During the 'he,lth reform le.islalive pro,"",,,, CEO clecid.a to include Ihe impacto 01 

\ cost-~iftins from Medicare price ..durna",: For 0 health reform proposal financca 

. t"",ugh Medic",. price reductions, ClfO would, .'>.<ume th.t 25% of ~,. Medicare 


. reductions are "cost-shifted" on to private payer$ .. If one £Ic("eph: ellO a.rguments.
0
this shifting raises private insurance prcl'nh.u,!",1; by 25%. Increased private insumnce 
premiums require .dditlonal fede,.' ;ubsidies to help cover individuals eligible for 
. Bubsidies. Thus, other.things being equal,. $100 Medicare price reduction will result 
in a $2.5 increase in pri..,3.tc prelr.iums. Since rrumy employers pay some or all of 
lhei~ empk)yee'5 health insural.)ce premiums. increa$~d premiums translate into lower 
w.g~s which, in: turn, result in lower federal tax revenue;. Although we are not 
privy to ellO', ostimatiru: process, based on a 25 % cw;t-,li;ft we estimate that a ~lOO 
Medicare price reduction tran.lates into roughly $8 01 lost lederal tax revenue. 

• 
The implications 01 the decision !Ire broader than health reform if CBO scores il.O): 

Medican..~ pri<::e reduction as having a negative r~venut;dmpac:t. Informal 
communication with ellO ~ugg..ts that they "'''Y nol score cost-shifting impacts if 
Medic.are I"C9.udions arc pt'oposed as part of a "norma.!"' defIcit reduction pflcKage 
(although no logical argument i. "f!"ed). 

Inconsis1:em;ies in CBO~$ Scoring ApproacJl 

• CBO 'Stores cost-shifting impacts for hospital t.lnd phY5idan prkt: r~d1,.lctions only. 
. . 

.. It sbtnds to reaSon that a threshold effect might g'(,wem C'o$iH;h1fting-is there some 
doll.r omount th.t trlgSers cost-,hifting? CllO sceros cost-shifting with no thre.hold 
effect. ello would likely acknowledge a threshold effect, but assert that their 25% 
assu\71ption .ccounts lor both the threshold and the rate. 

• It there is a threshold effec.t, logic dictates th",t it !:lhould be· proportiomli to revenue 
and provider specific. In scoring co~t-shifting +mpact.$. CBO Mould bl! able to offer 
~ome evidtmce that providers co:.t-shift when some ~t:u:.tiun of their revenues arc 
threatened. Mvn.~v~:."~ hospital price reductions ~hi.luld n(lt trigger physician ('()st
shifting. and vict;;~vcrsa. 

• To uur knowledge, only Medicare pric~ reductions have been tr~,Jt<;d as having 
cost·shifting effects ..Presumably, any feder.l ,'eduction in Medicaid spending tl,nt 
('ou~d bu ir\terpreted as ~ price reductiun '~H.llq also cosl-~hifting impacts. Por 

• IAn cX1uTlple of l'1 M;:dlc.lTC price rt!ductiC'n is t(i rcom;(' th~ tm~pit<ll mnr~ct'b;,~kcL index used t<> 

\lp<i~t¢ Mcdi~orc pAymentS to hosphil);; unct'! PPS ~jr tv luwet the Mcdk:ate ~-c..momk inde,); {1sed to 
update Medic3rc pliyskia:n ie:es. In conIJl'I~t. the d~d"iuT'i to if1lpos("; (t'lp()Yl'nent:> on bl:!nlt!iidarlfolS (N 
eert4in serviC'?$ would Xlot b4' c¢t'l5idetf'd • prite ~duct\\lt\. .. . , 

I 
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ex~m!,lc, how WQuid CSC score •. cnp on fedcralll,1odicaid payments? Th. 
impllc.~oru; of federal Medicaid cost-contulm"""t effort. may need Iv be pursued 
with CliO os well. . 

• Finally~ providcf$ supposedly C',b5t~shift to fe,ca.pture t'evenut!:s lost from taring ror 
the uninsured and revenues i!)st from public insurers pnyh"lS h~RS than costs. Thus 
eBO must also aSsume reductions in private premiums for many health reform 
proposed that n=sulls in increases 'in the number of ultinsured. We net>o to more fully 
explore cao's assumptions regarding inc.rcases in the number of uninsured. 

Comments on CBO Cost-Shifting Assumption. 

Mo.lof the <ost-.hifting research perlnins to hospital!', is dated (i.e, dot. from the 
early 1980.), and h.. prc>duced mixed results. To Ih. extCl'lt c".!>-shiltu'g is lound. 
this rcsClItch e~timate& the shift t<,l be very incomplete.2- " 

• 


The: research ignores fundam~ntaJ changf:t~ in the private insurtll1ce market over the 

last five yeaTs. Private insurers have become much more (O$t conscious, thereby' 

reducing the opportunity to cost-~hilt.. For .xample, as 01 1992. 54% of t". 

population with priv~tc insurance was enrolled in managed cart! pJanSi.J Th~ 

percentage of tradi~i(')na1. fee--f~r~sc~ice insuram.:e plans with some f~ml of utiHzatit?n 

rt!view has incre",,~d from 41,.,,; in 1987·to 95% in 1990.' , 


TIlere is considerable evidence that hospitals deliver Cllrc ineffielently. ' and the lIlost 
recent rC~t:arch jndk~t\!5 that hOf'pitbl5 subject to fiscal pressure respond by 
{:()l"ltrolling cost per case rather than by cost~$hHting.(· 

Given the jndividual physician's smaller- morket pnwcr and given th(\t" as of 1993, 
75% of physkians partjdpatcd in private managed care plnn.~/ the opportunities for 
pilyskilms to cost-shilt app~ar limited. Moreover, the Physician Payment Review 

tZuekt'm"oiJnu, s. ~Cofn.n,C!ci~l1muters and Al;·p,ftYI'.r R~lIlutior\: U;vidc.t\a;! on Ho:o>pitals' Respt'nses 
tn Firu.nl!iil! Nt"t';(t~JJlymlll of Hr;,]!h Ecpnornic', 1981: 16;'. . 

lEmploY'~e fiene£!a Rese.m~h Trt~titutf:, 1994. n\C EifC(l!vcm.'S:i of H~{\lth CJlN:' C('J",t M.!In.e:ge.mmt 
5trnt(:&ic.-:: 1\ ReV!!:""" of the llvid~Il(':(':, EaRl blltlC Briel No. 1;~, October 199-i, 

tHuy. C.W,. H,e. Curtis. tlnd T, ru,.., 1991, "C:himgr: II.m.i GNw!h in Manased C""r~," JIFlI.lth 
,e.ftf1!r5. 10 (Winter): 18-36.. . 

~cc lor example CIHIMlin. M.R.". tt nt, (l~S1) HD\lClt 1n.!I?propri.i!te U~C1 E'It;pl~ln Ct!tlgntphk 
Vi:\daIJol'\s in the Use (;If He.alth \Art! Sd'vl..:es? A S,tud), of Th:r(!t! Pro~utes~ lAMA 2.'iS(18}: ,1Ij~3~7 . 

• 
tHaJley,J.,S Zuckcrn1:i1n, Md L. luzoN., t994, "}iol'j'litllh.:'.R,,:sp¢J\$es to Pianci;] Prcs.sutC:" 

(manu:;:cript unJer re,,:i;:no.> ~i l:4¢ic;,l !.:;Ptr), ' 

- 'IgI~hll,r" J. 1994. "Hc.dth Policy lU!plo>rc".Phy!>.idon!' J'nd I~ Gro....th 01 Managed Carc,"~ 
En~!U1d ["mIIAI' Qf Msdi,irut, 331, {O~tobtr 21, 1994): 1167-1.111. 

2 


1! (Hi I;:: 00 III 
SZ:ZO S6/CO/tO 



10 : FEB 17'95 20;47 NO.OOS P.ll 

DRt:\Ff 

• Commission staff reported iI' the September 1994 meeth'g that private payer vi.it fees 
or" moving closer to Medicare visit fee levels ••gain sU8~e.tin~ limited opportunities . 
to «)sk.hift. " 

Fi .... lly. both CEO and the HCFA Oflice of th" Actu.ry .ssume vl,Jurne respolues to 
Medicare prke reductions:. Pm cxample~ physician:> are assl.lmed to n..:>t.'()ver 50% of 
any Medicai'C price reduction through increases in service volume. Given the wEi,lk ~ 
evidenc~ for cClst-shifli.ttg, it seems excessive to assume both a volume offset withil\ 
M¢dkar~ ar.d. that pro ..... icle1'$ pass..on 25% of the reduction to private payers. 

r.k.....!o&eU,er. we believe Ih"t the empirical evidence docs not support COO', . 
• s.'Umption of cost-shifting. 'If hospitals have engaged in cost-shiitIng In the past they 
have don~ so as much to maximize operating m3:.c;ins as to survive. Cha~ in the 
insurance market make it ""likely they will be able to'cost.shift in Ihe future, Indeed 
a 'ttpOtl sponsored by the American Hospital Associ.tio,,· concludes that 
opportunities to cost-shift are post. There is no sound ~mpirk.l analyses sugsestlng 
that l'hysiciilns cost-shift, and the available evidence sugges!' they do not. 

• 

'Lcwlll-YHT, Inl; (1994) "An.t1ysb uf Mdicll.!~ pp~ Uj.ter<ltin$; MilrgiM Ul'Idc:r lhe WtI)'s and Meam• Committee H(:llllth Care Reform Propo!>al' , Prepared 1M Amcrl,att HQI"plt"l A~~.ot::l.t!un, 

. 3 
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• M,djeare Co.H:On!ajnmen! and CQst.SbiUlngJl 

Congressional Budge! Office (CDO) 

• 	 rn a 1994 report, o.ntitl<!d "Responses to. Uncomp.".otcd Care and Public
Program Control. on Spending: nO. Hospitals "Cost Shim," CBO .tgues ih.1 
hospitals cost-shi!! and projects Ihat furth .. altemp!s to. conlrol public-sector 
spec.dillg would probably produce addition.l cost-shifting to the privat" .ectur. 

• 	 CBCI presen!s data comparing sources of ,revenue to costs, and de~onstrates 
Ib.1 government programs Me underpaYing bospitals. In contrast, privale 
payers are paying well abov" cost.' (Based on 1991 data) . 

J3ymCUt to 
Cost J("ti,Q 

Medicorc 0.88 
Medicaid 0.82 
Other Gov't Poyers 1.00 
Uncompensoted Care n.t). 
Private In$vTeJ'!; 1.30 

• cao notes that p~ticnts treated by fAt.iliti~ that wt!r~ lea$t able to cost-shift -..• because of patient mix or market (o1\dl1iom~ -- could be adversely uffected. For 
example. hospitals with. lru:ge share "f uninsured or publicly insured patients 
Ihight be less able to cover thei~ tuuehnbursed (.o~ts. both because tho!';: costs 
arc a large, share of IMir tot.l costs and b.e.usc they have a smaller pool 01 
privately insured patients. . 

Prospeclive rayment Commi..ion (ProPAC) 

• In its J\u'\c 1994 rep(wt~ ProPAC as~t!Tt"i ttt4'lt hospital cost-shift to ..nmpensate 
for the ln~!Ocs they incur 0:\ one set of pnticn,t5 by increasing revenueS rc~cived 
hom others. 

• 	 Pr"PAC note!> that be-tween 1980 and 19!J2, gains fn,m'l private payers as a 
percE'l'Itag:e of costs almost exactly matched totalltJ~!>\!'$ fr~.,m Medicare.. 
Medicaid and other govemmcnt programs, 

• 	 Pl'oPAC claim!! that the variance in payrntnt to cost ratios is evidence. of cost~ 
shifting (usinS 1992 dOl.)', 

• 
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Medicar. 0.89 
Medicaid 0.91 
Other Gov'! Pay.r~ 0.98 
Un~Ol'l"!p(:nsated Care 0.19 
Private h1!ttrers - 1.31 

Lewin-VHl 

• 	 III it. "An.l}"'is of Medicare l'PS Operating Margins Under the Ways .nd. 
Means Committ"" Health Cire Reform Proposal," lewin-Viii finds that 
hospHa]s hilve historically offset Medicar. 10,""<" by increasing tho amounts 
they charge to private payers, :However, tht:- report points out 1hc;t itS . 

purchasors of care become lucre prkc Sc-.n5it1VC and a gr<Jwing numbt:!T of 
patit!nt,s are enl'ollE'd ill 11",anagcd care plan5T hospitals will encounter 
i!·H::r(!.:!sing: difficulty in rost~5hifling to privOlte payers.

I 	 . 

• EndnQtes 
1. 'The U!:>~ 1)f ,os~~pE'r-(,<lse as the metric for judgjng: the adequacy of payment it> 
quesljomhlo. Reported \i,'spital costs are not no(c"arily jw;tilied .,,<1 may refle<:t 
inefficient sE'1'vice delivery. . 

. 	 . 
2. Upt1l''l Ckl$Cr cxarnin;ation however. the d.ntll suggC!;ts an inconsistency in 
Proi'AC's dr,gUtnenL De.~pit~ the fact that b~twe<m 1990 IUtd 1993 Medic~re's . 
p(lymfmt~to·cost ratio Wi.'S r.:laUv~iy constant ;lOd Medicaid's raUl,.) l1ctual1y incrt;!asad 
substantiaUy. the private: payer plylneJlHll~c(')S.t ratio increased .3 percent. ' 

'. . 	 , 

• 
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E x E C ~ T I V E OFF ICE :) F THE ? RES IDE N ~ 

TO: 	 Gene B. Sperling 

Jacob J, Lew 
Office of Mgmt and Budget, LA 

Paul A. Deegan 



E X E CUT I V E OFF ICE 	 PRE SID E N T 

24-Feb-1995 12:21pm 

TO: 	 Jacob ,J, Lew 

FROM: 	 Charles E. Kieffer 
Office of Mgmt and Budget, LA 

cc: 	 Martha Foley 

ST;BJECT: 	 leg branch mark up 

,
The Leg Branch did approve a $21 million rescission today (less 
than l%J. It is interesting that virtual:y none of the rescission 
came from the. House and Senate accounts. It is rr.ostly cuts to 
GAO, G?C and the Botanic Gardens. 



THE: WHITE HOUSE 

WASH' NGTON 

MEMORANl)UM 

TO: Gene Sperling 

FROM: Mike Lux 

DATE: March 1, 1995 

RE: BBA Update 

lllfce thIngs: 

1. I have called through the following seniors organi7.3.tiollS 10 urge them to go to 
Dusch Ie's 2: 15 p.m. meeting, stressing how important it is to the While House thaI they 
attend: 

- AARP 

- AFL-CIO Retirees 

- AFSCME Retiree, 

. National Committee 10 Preserve Social Security and Medicare 

. National Council of SenIOr Citizens 

~ Natio[lu[ Council on the Aging 

~ NEA Retirees 

~ Older Women's League 

- SEll! Retirees 


2. I had a good call wlking strategy wl!h Loveless of AFSCME. They 'He doing;\ 
series of conference calls with both local activists and their national coalition to make 
sure people arc working this hard, tJoing local press, getting calls !O radio talk shows. etc. 
1 also asked him 10 Ic,1Il on National Council of Senior Citizens since they ,1nd other 
unions are their major fundcrs, which he was more than happy to do. 

3, I have also done a round of calls to farm groups to gel them working radio talk 
shows and ot;lcr fornwts'. . 



• MEMORANDUM 

To: Gene Sperling 
Jennifer Klein 
Nancy-Ann Min 
Jack Lew 
Janet Murguia 

From: Chrl~ Jennings 

Da~e: March 7, 1995 

Re: Medicare Materials 

Attached you will find 1) the final cleared Administration letter on Medicare Select; 2) 
talking points that I believe are consistent with our previous discussions should Bruce 
Vladcck be pulled inlo a conversation on Medicare Extenders during tomorrow's mark-up; 
and 3) Os & As On the Medicare Secondary Payer issue that may come up (our latest 

• 
information is tha1 Republicans do.ll!lt intend on incorporating GAO's recommended changes 
during the mark-up, but that a question on it may come up) . 

I think all of the above materials arc fine, but want to make sure that you're all okay with it. 
Please call or e-mail me with any comments. 11lank you. 

.. 

• 
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Tl-lr SECAETAPY or ~EA{.1., ANO MUMAN SERVICE$. 
W""$ .... l\jCll,:oi,O c. ~O~Oj 

March 7.1995 

The Honorable 8ill Archer 

Chairman, Committee on Ways and Means 

House of Representatives 

Washin9ton, D.C. 20515 


Dear Mr. Chairman: 

This letter expresses the Adminis.trat1Qt'1·s views on H.R. 483 .. as 
reported by the Subcommitte~ on Health. H.R. 4SJ vould'make the 
Medicare SELECT demonstration program permanent 'and extend it to 
all States. 

OUr exparil~nce with the. Medicare SELECT demonstration should be 

• 
part of the effort to improve current and future managed care 
choices under Medicare. We have previous~y made availahle the 
case study portion of the Medicare SELECT evaluation. Other 
pieces of ~he evaluation are still in process; these include a 
survey of SELECT plan enrollee satisfaction and an analysis of 
SELECT enrollee utilization experience~ Preliminary results will 
not be available until the later part of this summer. We believe 
that Congress vould benefit from a review of the full evaluation 
results before beqinninq the deliberations on Medicare SELECT as 
a permanent program. 

The case study portion of the Medicare SELECT evaluation has 
already raised a number ot questions abeut the Medicare SELECT 
demonstration. As manaqed care options under Medicare are 
expanded, 1"0: want to ensure that our beneficiaries are guaranteed 
Choice and appropriate eonsumer protections~ In addition, many 
of the SELECT plans consist solely ot diecountinq arrangements to 
hospitals. We vould be concerned if the discounting arrangements 
under Medicare SELECT were to be expanded to Medicare 
Supplementary Insurance (part B) services. D1scountinq 
arrangements. particularly for part B servi'ce.s t may spur 
providers to compensate for lost revenues through increased 
service volume. Consequent'ly, we are concernod that'such an 
expansion ~ould lead to increased utilization of part B serVices, 
rather than contribute to the efficiency of the Medicare program 
through managed care. We would therefore oppose such a chanqe . 

• , 
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~ . Page 2 - The Honorable Bill Archer 

Given that the Medicare SELECT demonstration is under an expiring 
authority with an impending deadline, the Administration supports 
a temporary extension of the 15-state demonstration." Such an 
extension ~ould provide sufficient time to examine what we h~ve 
learned from the demonstration and to make needed changes to 
SELECT based on our findings, 

We are committed"to working with "the Conqress to improve and 
extend"the available choices to Medicare beneficiaries so that 
they have the full range of managed care options enjoyed by the 
general ins~red .population. . 

We are advised by the Offioe of Management and Budget that there 
is no objection to the presentation of this report from the 
standpoint of t,he Administra.t~ ogram, 

inCr ("),l 

~r:xf,. J.'-:,\..;j-ha-lc.-. ' 
E 

~ 

~ 
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• o The President's F'i 1996':t.Udgot propoee$ to extend four 
current law Medicare provisions. . 

+ 	 The budget contains n2 new Medicare.savings proposals. 

o 	 These extenders are provisions that are in effect now but 
are schaduled to expire unless-they are axtended~ 

+ 	 Without extension, there will be an upward' spike in the , 
Medicaro spendinq nasean". 

o 	 These extenders do help reduce Medicare spending. But they 
are not new Medicare cuts, rather these are policies that 
are currently part of tho Medicare program. 

~ 	 Inclusion of these extendor provisions in the 'budget 
will lower the p>:ojected F'i96. outlays by $140 million, 
and the total FY96 th>:ough FYlOOO outlays by $9.8 bill. 

a 	 The President does not fntend to propose any new Medicare 
savings proposals outside the context of h~alth care reform. 

• + We are concerned that new Medicare cuts outside of 
health care reform will impose new costs on 
beneficiaries and/or reduce provider payments inducing 
them to refuse to take Medicare beneficiaries I both 
"ithout ..providing additional health security to thoBe 
on Medicare, 	 . 

The President's budget uses tho sa~inqe from the Medicare" 	 extenders for deficit reduction and explicitly not to 
finance the president's middle-class tax cut. 

+ 	 The Administration's proposed tax cuts of $6J.3 billion 
f.rom 1996 - 2000 are fin.nced by. $80.5 billion in 
reductions to discretionary prO<Jrams·. In addition. 
S.6.2 billion in savings from the second phase of 
reinventin9 government, $37.4 billion trom mandatory 
programs, as well es other. initiatives will· produce 
ano~her $80.6 billion in deficit savings ovor the ne.xt 
five years. 

o 	 Spocifically, tha extenders cover: 

+ 	 Medicare Secondary Payor protections which allow the 
Medicare program to collect payments from primary 

• 	
insurance sources. These expire after FY 199B . 

+ 	 A provision that maintains the Part B premium at 25 
percant of program costa. ,This expires after 1998. 
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e, 

page 2 
extending current Medicare policies 

+ 	 A provision that makes permanent the savings from a 
two-year temporary freeze on payments for skilled 
nursing facilities (just like all other freezes in 
lIedicare have worked). This-'expires" after FY95. 

+ A similar provision 'with re9ard to home health 
services. 

e 


e 
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• 	 HSP COURT DEClSION 

QUlIS'l'rOIl! 

On February 23, the GAO testified b&tore the Ways and Msans 
Health Subcommittee that a recent decision by the Federal Appeals 
Court would have the effe'ct at limiting recoveries for :mistaken 
payments by Medicare tor services for which Medicare should have 
bQen the secondary payer. This dec1sion-waa-Lillowed to stand by 
the supreme Court. which decided not to hear .the case. The 
decision would limit recoVeriss Of mistaken payments under the 
Medicare S"condary Payer (MSP) Data Match project. GAO testified 
that the Co"m1ttee nesded to ,"odHy thelawto',permit recoveries 
to be achieved, as projected under the provisions when they were 
enacted. DOGS tho Administration havQ a position on this issue? 

ANSWER: 

o 	 The AdlTlinistratlon believes, in liqht at the recent Supreme 
countls action, that changes in the law may be necessary to 
permit these recoveries and secure the savings for the 
Medicare program that Congress originally intended. 

• o However, the ltatter is comple.x and' s'ince the Supreme court I G 

decision was only handed down recently we are still 
analyzing what changes are necessary to achieve this Qnd. 
Therefnret we are not prepared to take a position at this 
time. 

BMKGROtlNI" 

The Court 1 s decision would affect t~o aGpect~ of the recovery 
process. 

o 	 First, it would require Medicare to com~~y with Utimely 
filinq1t requirements imposed by ,the insurers on other 
claimants. This would restrict the amount of time allowed 
tor M~dicare to tile tor recoveries. 

o 	 S~cond, it would not permit Medicare to file claims for 
rGcova:riee with Ifthird party administrators U (TPAs). which 
administer self-insured plans for employers. This would 
r0guire Medicare ~o seek recoveries directly from employers, 
a much less efficient process . 

• 
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• MEMORANDUM 

TO: Distribution' March 31, 1995 
FR: Chris Jennings 
RE: Talking Poinls/Background for Social Security 

Trustees Report 

ce: Carol Rasco, Laura Tyson 


Attached is Ihe final draft of talking poinls, Q'. and A's, and background information on the 
Monday, April 3rd release of the Social Security Trustees' Report, This jnformation was 
produced by and cleared through tbe DPClNEC budget aed policy review process: 

• As you know, the report will provide an unaJysis of the financial health of the Social Security 
and Medicare Trust Fund, Since the Republicans have been and will continue to focus their 
attention on the Medicare program, tbe background materials that we are providing for your 
use primarily focus on the Medicare Trust Fund issue. On the last page, you will find talking 
points explicitly related to the report's findings On tbe Social Security program. 

We hope you find this information to he useful. If you have any questions, please call 
Jennifer Klein (6-2599) or myself at 6-5560. 

• 
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MEDICARE TRUST FllND TALKING POINTS 

• The Medicare HI Trust Fund shows modest improvement due to the actions taken in 
OBRA 1993 and a stronger-than-expected economy in 1994. Just 2 years ago, Trust 
Fund depletion was projected for 1999, now it has been delayed to 2002. Even with 
these improvements, however, the Trustees foresee fmancial problems for the 
Medicare HI Trust Fund. 

• The financial problems faced by the Medicare ill Trust Fund reflect the problems 
affecting the entire heatth care system, The Administration looks forward to working 
with the Congress on developing lasting solutions to the Medicare fiscal problems in 
the context of heond-based health care reform. 

We need to do broad-based health reform because: • 
Severe and arbitrary CI,lts focused solely on Medicare will create major market 
distortions that will produce additional problems for the rest of our health care 
delivery system. 

For. example, (in the absence of reform) as the number of uninsured continues 
to grow, significant cuts in Medicare would severely strain, if not decimate, 
many of OUf fragjle 'health care delivery systems in rural and inner-city 
communities.. 

lIt addition, large Medicare culS arc likely to result in cost-Shifting to many" 
1imall businesses and individuals -- to those Americans who are already paying 
the highest health insurance premiums in the nation, 

• 




• 	 POSSIBLE Q&As 

Q: 	 Why Isn't the President proposing a specific health care refonn Inltlatlv. andlor 
wh.n will he submit one? 

A: 	 The President remains committed to national health care reform. What we1ve learned 
is tbat any broad-based bealth care reform solution must be done on a bipartisan 
basis. The President bas Invited the Republicans to work witb him on developing sucb 
a plan. We stand willing and ready to work witb them. 

Q: 	 Congre!;slonal Republicans state Ibat they are going to solve the problems of Ibe 
Medicare HI Trust Fund through legislative Initiatives, Is tbis believable? 

• 
A: It certainly is ironic that while Congressional Republicans lalk aboul placing Ibe 

Medicare HI Trusl Fund on snond financial footing. bolh Iheir "Conlract" and tax bill 
now On the House floor ealls for tax cuts for the wealthy Ihat would further weaken 
the Medicare HI Trust Fund. 

• (Avoid going into mOre detail, but if you must, do SO on background): 

The Republicans propnse 10 roll back Ibe limiled laxation of Social Security benefils 
for the 13 percent of beneficiaries with the hjghest incomes. Since these revenues 
from higher income beneficiaries are deposited directly lnto the HI Trust Fund, this '. 

further undermines the Trust Fund, 

Q: 	 Would passage of tbe Health Securily Acl have solved tbe loog-tenn tinancial 
problems of the Medicare HI Trust Fund? 

A: 	 The Health Security Act would have strengthened the Medicare HI Trust Fund (as 
would any responsible broad-based health care rdonn). 

• 




• 
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BACKGROUND ON MEDICARE TRUSTEES REPORT • 
On Monday, April 3, 1995, the Trustees reports for the Medicare nuSt Funds will be 

released. The reports will conclude that the Medicare HI Trust Fund wi!! be exhausted in 
2002. This date represents an improvement over last year's report which predicted that the 
Trust Fund would be exhausted in 2001. (The conclusion is based on the Trustees' 
intermediate set of assumptions ~- not too optimistic nor too pessimistic). 

Problematic findings 

• 	 From 1996 on, the Medicare HI Trust Fund is predicted to payout more in benefits 
each year than it receives in revenues. 

• 	 The financial problems faced by the Medieare HI Trust Fund are not new. In the 
1982-84 period, the Trust Fund would have similarly failed the actuarial short-term 
solvency test (ten years SOlvency). Those problems were addressed with temporary 
solutions: The Trust Fund!s short-range financial problems re-emerged in the eariy 
19905. 

While the short term (up to 10 years) solvency of the Trust Fund is the immediate 
focus of the Trustees Report, longer term projections (contained in this and previous 
years' leports) show the Trust Fund in serious long-term deficit. Right now, about 4 
workers support every Medicare beneficiary. By the middle of the next century, Ihis 
ratio will drop to about 2 workers for each beneficiary. 

Moderating influences 

• 	 Actions proposed by the Administration and enacted in OBRA 1993 extended the Hfe 
of the Medicare HI Trust Fund. These include: 

Depositing tax revenues from the increased income taxation of Social Security 
benefits into the Medieare HI Trust Fund. 
Repealing the wage cap for the Medicare HI payroll tax. 
Imposing constraints on the growth of Medicare payments to providers, 

Together, these actions postponed the date when the Trust Fund would be exhausted by about. " 
3 years, 

• 	 Hospiwl cost inflation in recent years has been lower than expected, This has 
improved the financial situation of the Medicare HI Trust Fund. In 1994. strongcr
than-expected economic growth also contributed to the health of the Trust Fund. 

The Trustees afe proposing that the Quadrennial Advisory Council for the Medicare 
Program be fe-established in order to recommend effective solutions to the Medicare 
problems. 
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• 	 SOCIAL SECURITY TALKING POINTS 

• The 1995 Report indicates the financial status of the combined Old-Age and Survivors 
and Disability Trust fund (OASDI) is virtually the same reported last year. The fund 
continues to be in surplus, collecting more in taxes than needed to pay today'. 
benefits. 

• The cash-flow surpluses are projected to continue through 2013, and the truSt fund 
will be depleted in 2030, one year later than projected last year. Thus, social security 
is cum,ntly in good financial shape and benefits can be paid well into the next century 
without any changes in the progrtUU. 

• 	 The program is in deficit when looked at over 7S years (estimated to be 2.17 percent 
of payroll this year -- virtually the same as last year's estimate of 2.13 percent). 

• The Quadrennial Social Security Advisory Council is scheduled to report this summer 
with specific recommendations to deal with the program's long-term deficit. 

• 

• 
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DRAFT 

EFFECI'S OF REPUBUCAN MEDICARE CUTS 

Republicans have proposed to cut Medicare funding by $300 billion between • 
now and 2002 -- a 24% cut in 2002 .Ione, 

• 	 Medicare managed care cannot produce the magnitude of savings being proposed 
by the Republicans. For example. Senator Gregg predicts that managed care 
could save $35 - $45 billion between J 996 and 2000, although there is no 
evidence that managed care can produce Medicare savings of this magnitude. 
But even this overly optimistic projection produces less than onc~third of the 
CUI" being proposed by Republicans, . 

Claims that substantial savings can be achieved through Medicare 
managed actually rely on capping federal contribulions or on 
charging beneficiaries more to stay in fce-for-service -Medicare. 

.. 	 CEO testified in January that expanding enrollment in managed care 
plans under the current system would be unlikely to reduce federal 
costs, and that the necessary Changes to the eXisting payment system 
would be "difficult to specify," 

II- Even with an improved payment methodology. the savings. to 
Medicare would be only small percentage of cuts being proposed by 
Republicans. 

• 	 Even if the level of savings suggested by Senator Gregg (extended through 
20(2) for Medicare managed care could be realized. the proposed cuts would 
have serious impacts on beneficiaries and providerS. If tne remaining cuts were 
aHocatcd SO that beneficiaries bore 50% of the burden and health care providers 
bore the remaining 50%: 

Elderly and disabled beneficiaries who were enrolled in Medicare 
between 1996 and 2002 would nave to pay about $2,980 mOre for 
Medicare. In 2002 alone, they would be required to p<ly ubout $775 
mon~:. 

In 2002 alone, a $32 bHlioll cut in Medicare payment;.; 10 hospitals. 
physicians and other health care providers would be needed. 

• 	 Cuts of this magnitude would cause serious financial distress 10 the natl()Jl':-; 
medical system. Hospitals and other providen; would still bear tne growing 
burden of uncompensated care, 

There arc now 40 million uninsured Americans, and this number win 
continue to grow. 



• 	 These unprecedented Medicare (.':uts, combin¢ with the growing uncompensated 
care burden> will force providers to shift costs to business, And because their 
disadvantage in the insurance market, small business wiH bear the brunt of this 
cost shift. 

• 	 Republicans arc talking about combined Medicare and Medicaid cuts 
of almost $500 billion dollars -- and, by n=ssity, a substantial 
ponion of the cuts will come from payments to health care proviilers. 
Providers, in turn. wiH try to offset these cuts by raising their rates 
for private patients, Even if only one-quarter of these cuts arc 
passed on to private payers, busjnesses and' famines will be forced to 
pay $125 billion more for health care between now and 2002, 

• 	 Reducing Medicare payments would disproportionately hann rurat hospitals. 

• 	 Nearly 10 million Medicare beneficiaries (25% of the total) live in 
rural America where there is often only a single hospital in their 
county_ These roral hospitals tend to be small and to primarily serve 
Medicare patients. 

Significant reductions in Medicare revenues will cause many of these 
hospitals! whictralready arc in financial distress, to dose or to tum 
to local taxpayers to increase what arc often sub.<itantial local 
subsidies, 

Rural residents are more likely than urban residents to be uninsured, 
so offsctling the effects of Medicare cuts by shifting CoStS to private 
payers is more difficult for small rural hospitals, 

Rural hospitals are often the largest employer in their communities; 
closing these hospitals will result in job Joss a.nd physicians leaving 
these communities. 

In the last Congress. bills sponsored by both Republicans and Democrats • 
contained large Medicare cuts. However, unlike CUtr/?'nt Republican proposals! 
the bills last year reinvested 1heir savings into the health care syStem through 
subsidies to expand insurance coverage, Reinvesting the savings would have 
reduced Ihe uncompensated care burden On providers and businesses and 
mitigated many of the adverse effects of Medicare cuts. 

• 	 Despite the current rhetoric! Medicare expenditure growth is comparable In the 
growth in private health insurance. 

Under Administration estimates, Medicare spending per pcrstln is 
projected to grow over the next five years at about the same ralc as 
private health insurance spending. Under CBO estimales, Medicare 
spending per person is projected to grow only about 1 % faster than 
prJvatc health insurance, 

So, unless Medicare Ctm control OOSl~ subs1<ll1tially betlcr than the 
private sector, beneficiaries and providers would be forced to 
shuu1dcr the burden of the huge cuts being propo!icd by Republicans 
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WASHINGTON 
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May I, 1995 

The HonornbJe Newt Gingrich 
Speaker 
United States House of Representatives 
Washington, D.C. 20515 

Dear Mr. Speaker: 

The President has asked me to respond to your letter of April 28, 1995. As the 
Administration has shown over the last two and a half years, we are committed to reducing 
the deficit and achleving meaningful health care reform. We continue to seek progress on 
both of these fronts, while also malting our tax system fairer and our system of investing in 
education and children even stronger. 

When this President took office on January 20, 1993, he inherited an escalating deficit 
and a Medicare Trust Fund thar was projected to be insolvent in 1999. Twenty-seven days 
later, he proposed, and then helped pass, a historic deficit reduction plan that included 
several serious policies to strengthen the Trust Fund. Indeed, these proposals. pushed out the 
insolvency date by three full years. 

last year, the President spoke directiy to the nation about the need to reform our 
health care system and made clear that further federal health savings needed to take place in 
the context of serious health care reform. In December 1994, the President wrote the 
Congressional leadership and made clear that he would work with Republicans to control 
health care spending in the context of serious health care reform. The President repeated this 
offer in his 1995 State of the U mon speech. 

Despite these repeated calls for significant action on health care reform, the reply 
from the·Republican, has been silence. Indeed, the only proposal in the Contract with 
America that specifically addresses the Medicare Trust Fund would explicitly weaken it by 
$27 billion over seven years and undo some of the progress made in 1993. 

Moreover. the over 5300 billion in Medicare CUts over seven years - the largest 

Medicare cut in history _. you are reported to be considering wouid be completely 

unnecessary if you did not have to pay for a seven-year $345 billion tax cut that goes 

predominantly to well-off Americans. No amount ofaccounting gimmicks. s'parOle 

acCOUnlS. dUll/ budget resoiUlioflS or reconciliarions can hide lhe reality that you are 
essentially calling for the largest Medicare cut in history to pay for rax cutS for the well-off. 

The President has long stated that making significant cuts in Medicare and Medicaid 

outside the context of health care reform wil! not work. Such dramatic cuts could lead to 




"\•
less coverage and lower quality, much higher costs to poor and middle income Medicare 
recipients who cannot afford them, a coercive Medicare program, and cost·shifting that could 
lead to a hidden tax on the health premiums of average Americans: That is why it is 
essential to deal with the Medicare Trusi Fund in the context of health Care reform that 
protects the integrity of the program, expands not reduces coverage, and protects choice as 
well as quality and affordability. 

The Medicare Trust Fund is an important issue that needs to be addressed in a 
bipartisan way in the context of larger health care reform. To do that, you must first meet 
the requirements of the budget law that Congress pass a budget resolution. The April 15 
deadline has passed, and the American people are still waiting to see the new Republican 
majority fulfill this responsibility. If you really want to work together on the Medicare Trust 
Fund, you must first pass a budget plan thal fully specifies how you plan to balance the 
budget and pay for the proposed tax cuts. 

We hope that you will work hard to respond to these issues. The Administration and 
the American people continue to await your proposals. 

E. Panetta 
Chief of Staff 
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MEMORANDUM 

To: 	 Laura Tyson 

Carol Rasco 


From: Chris Iennin~ 
Date: 	 May 11, 1995 

Re: 	 Kasich and Domenici Budget Proposals 

cc: 	 Gene Sperling 

Bill Galston 

Nancy-Ann Min 

lennifer Klein 


Attached, for your infonnation, is the final set of Medicare state by stat~ analysis: for 
both the Kasich and Domenici budget proposals, You will find three pages of information: 
the first is a beneficiary breakout by state; the second is the state by state analysiS of the 
Kasich proposal: the third is the analogous state by state analysis of the Domenid proposal. 

• As you will notc1 the analysis provides both aggregate donar loss breakouts, 'as well as 
per beneficiary impact breakout for both 2002, and the total seven year period. 

Because tbe leadership, George, and Gene thought that 2. .ets of analysis might be 
""nfusing, we are only circulating Informallon on Ihe Kasleb proposal. Therefore, I 
advise that you be careful with any circulation of the Domenlcl Medicare analysis. 

I hope you find the Information useful. If you have any questions. please call me at 
6-5560. 

• 
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• NOTes: Ba$ed on tlistorieat state share ¢t Medieare enrollees. tn;)n(ied fOt'Warn with gfowttl in the states' share Col en;Qllfles• 
• Tal. may nQ\ add due to rounding 



~ Oftflt Kukh Medicant Propoul By Stu'\. ' 
LoMet: b)' Stat. tinder the Ptopoul 
{Fl:seal )'O#f'S) 

• 


• 

Vl;'!rialion in the Ql$ts lief benelloimy across sU!\es reflect!; ladon; $!XfI 3S: (1) IYncLCQ pAUern dltfcl!:/fOOs. 

(2) ~t differoJ'tQn.; f,1) dlffumrn;:es in !wallh $\lIlliS a'lU the !1OOlber of Vi:ry Old pef:$O!'Slfl a staW.. 

ancl (4) djffe.cJ\QCs in 1J;O $Upply of Mallh cale {lfo\lido~, 


• 	 NOTES: Assumes thllt lIlCll1a$(ll;'! in tlencfic;lary oLit"<lj'pockel costs ic_g .• pwmiuims and coinsornnoo) JlH! CQtJllt to 50% of !he Ictal euts. 
Based 0(\ hi!>la~J ,tne share of Mcd:C3rf.' mt,by$- & cl"lfOllmet'l\. Il:ertded forward with grOWlh irr 1M stala,' share of outlays I. enrollment. 

!1Mimnles basM on Medlcare outlays by loclJtion <)f scnnce <lq.!wry. n'lIS, cerla'n stale es\imates may be olful;led by 
pad-year (eSidel"lCY mid stale bomer ;-:..~si!l{J \0 OOttiin can:: (e_g,. Fk!odn & MinrmSOla). 
Sla\o ll~ crossing makes the District of CoIumbill esllfNi~(!s LnreliatJlfJ. 
T_cctmh;;.al roeslimlllM 0' me aggfe9l1le sa"'~"lgs may f'USull VI a i-year lela( l)f $262 biloon. 

http:T_cctmh;;.al
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Effoeta OftM Domenk:1 MtKI~ Ptopoul On StateI 
LOllHI' by Statb Undft th. Pfopot;aI 
(Fl:sc$f yOllI1l; 

• 


VariatiOl1 Iii th¢ <.XIslS par beneflClat) across sIdles mflecl5 fa.ctom such as: 0) prvdlce patWm d>~$, 


(2, <XIS! differences: {'3j (hfforetlcoo m heal:h stat.Js and ff'Ie 1llJl'llW of very !JIG pi.lrsons in a stJte: 


• and (4) differences WI the lIupply ot tleanh Qre providllri. 

NOTES: Assumes that IncrMSeti In beflel«:iary out-<rtilOC!<el CO$I:$ (1l_9 .. pllllnh!imt and Ulinsurllnce) arc equall" 50% 01 ff'Ie lotal CI.tt$. 


BasmI on historical statu sharo 01 MedlCl'lre outIar.; t ertro.~. tre'lUOOlorwurd wIIh grow(h in Ihe s\lrte5' share of ou1i;;lyw. A emcUmcllJ, 

EslimatesDascd or; Medleafe <XitIay$ by toea1ion (It semce deli¥efy. ThW'.l, rertam slaw estimates may 00 affede<1 by 


pllfl.year /(lsidancy and Slate oorow crossing to otrtain cme' {e.g•• Florida do Miorw:sotaj. 

Slate bott'HH CfOUing makes U:le OiWict o! Columbia (l$lrma'les I.Il'1reliatltlL 
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THE WHITE HOUSE 

WASHINGTON 

May 19, 1995 

The Honomul. Bob Livingston 
Chairman 
Committee on Appropriations 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

The President has asked me to respond to your letter expressing concern about his intention 
to veto H.R. 1158 if it is approved by the Congress in its present form. 

As you know, the President feels very strongly that the legislation cuts needed investments in 
education, national service, the environment, and other critical areas for our future, rather 
lban cutting funds for unnecessary pork barrel projects. He also objects to the langu.ge in 
the bill regarding timber sales. Pat Griffin has sent you recommended changes that would 
make it possible for the President to sign this important legislation. 

Clearly, the conference agneement does not address the President's concerns. 

• 	 .It slashes vital education programs and other key investments in our people well 
below the levels agreed to in the Dole-Daschl. bipartisan leadership compromise, 
which was the level acceptable to the President. Indeed, for the programs restored by 

. Dole-Daschle, the conference cut more lban 80 percent of the funds restored. 

For example, it entirely elimiflates the funds restored for the School-to-Work 
program, Goals 2000, Natiooal Service, Safe and Drug Free Schools, Higher 
Education. and Public Housing Modernization. In the cases of Goals 2000 and Safe 
and Drug Free Schools, the cuts substantially exceed the Dole-Daschle resto.mtions. 
In fa.ct, the National'Service cut is doubled, compared to the Senate bill. . 

The Senate-passed education cut i. nearly tripled in the conference report, and the cut 
in Environmental ProteCtion Agency programs is larger than in either the House or 
Senate 	bit!. 

These cuts simply are not acceptable to the President. 

• 	 The conference agreement makes these cuts instead of cutting unnecessary spending, 
especially pork barrel spending, some of which was actually targeted by the Senate 
bilL 

http:langu.ge
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• 	 The conference agreemenl retains language on timber sales to which \be President 
objects and which we have said consistently we oppose. 

Your assertion !bat the President's position has not been clear throughout the conference 
process has absolutely no basis in fal:t. His strong public statements: \be Administration's 
written communications, and my own and Pat Griffin's discussions with you, Chairman 
Hatfield, and staff bave made plain the following: 

• 	 The President would have vetoed Ibe House-passec!' bill, which was adopted on a vote 
of 227-200. 

• 	 Despite his reservations, Ibe President was willing to accept \be Senate bill - adnpted 
99.(l by the Senate - because il included the Dole-Oascble bipartisan leadership 
amendment, which restored significant amounts of the investments cut by \be bill as 
reported by lbe Committee. The Administmtion worked very closely with the 
bipartisan leadership of Ibe Senate to craft' that compromise. 

• 	 The conferees needed to agree to the Senate-passed bill or something very close to it 
in order for the President to sign it. 

The President's position on these issues has been stated time and again. I am mystified as to 
how you could have mistaken it. 

• 	 On Maieh 14, a Statement of Administration Policy stated that the Administmtion 
·strongly opposes' the House bill and Ihat "the Director of lbe Office of Management 
and Budget would recommend Ihat he veto the bill. " 

• 	 On March 29, a Statement of Administration Policy stated Ibal the Administmtion 
'must strongly oppose many provisions of" the bilI adnpted by the Senate 
Appropriations Committee "and, therefore, finds the bill unacceptable." This was 
before Ibe negotiation and adnption of Ibe Dole-Daschle amendment. 

• 	 On April 7, the day after the Senate passed its bill, the President, in a speech in 
Dallas, said, "The House passed a rescission pacJcage wilb completely unacceptable 
cuts in 	education, child nutrition, environment, ho'uslng and national service." The 
President went on to praise the negotiations that led to the Senate adoption of Dole
Daschl. and stated, "The rescission package that passed the Senate last nighl gives us 
o model about how we should proceed.. .l win sign the,Senate bill if Ihe House and 
the Senale will send il to me. " 
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• 	 On April 28, OMS DiIector RivUn wrote. letter to the conferee:. ex"",ssing the 
Administration's views on what the final conference agreement should contain. It 
stated that the President would veto a bill "containing the objectionable provisions 
conlained in th. House version of the bill, ' and stated that be would sign the Senate 
bill, although it strongly urged improvements even from the Senate version of the bill. 

• 	 On May 8 and on May 9, I met with you and Chairn!3n Hatfield respectively. I 
speciftealJy listed the key investments identified in the April 28 conferees letter and 
reminded you of the areas that needed to be at or elose to the Dole-Dascble levels. I 
also made it clear that th. President opposed the timber language in the legislation. 

• 	 On May 9, as you indicated in your letter. Pat Griffin told your Comntlttee's chief 
clerk that we could not accepl specific rescission proposals put forward by your staff 
except in the context of a broader proposal. We anticipated-. proposal in response, 
but received none. 

• 	 On May 11, I spoke separately by telephone with you and Chairman Hatfield, as the 
conference was meeting, to express the Administration's deep concern that the 
conference was beaded in the wrong direction on the legislation. I told you then that 
the President would not support a version of the bill that be did not fmd acceptable. 
Pat Griffm had conversations around the same time, and later, prior to the end of the 
conference, with House and Senate staff to reinforce these points. 

Regarding your assertion that the President was late in proposing offsets, please note that the 
rescission of highway demonstration projectS was proposed in the President', 1995 and 1996 
budgets; proposals to rescind spending on Federal buildings and IIlIvel were contained in the 
Senate-passed version of this bill; the foreign aid rescission was included in Ute President's 
1996 budget; and the proposal to close the billionaine expatriates' tax loophole was inclUded 
in the President's 1996 budget. Obviously, these are not new proposals. 

As you know, the President feels very strongly thai this legislation is important to Ute ( 
country. It is he, after all, who requested many of its key provision •. He appreciates Ute 
inclusion in tlte conference report of Itis requests for FEMA, which would assist California, 
your own state of Louisiana. and other states; for tbe Justice Department and other agencies· 
in the wake of Ihe Oklahoma City explosion; and for assistance that i. vital to the Middle 
East peace pIOcess. It is unfortunate that the conferenCe veered so far from the Senate biB to 
a set of priorities that is wrong for the country and, for that reason~ unacceptable to the . 
President. If the House and Senate adopt the conference report and force a veto, the 
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President hopes that the Congress will go back to work immediately, make the changes he i. 
recommending, and pas. a bill that be can sign. 

I look forward to working with you as this process movC$ forward. 
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May 31, 1995 

MEMORANDUM TO GENE SPERLING 

FROM: Andrew Mayock 

RE: Presidential Statements on Balancing the Budget and Deficit Reduction 

I conducted a Nexis search with the objective of searching for any statements by the President 
which could be interpreted as being inconsistent, indifferent or disinterested in further deficit 
reduction or a balanced budget. The research covers January 1993 to the present, and a 
summary of the results follow. 

The President has been extremely consistent in strongly advocating deficit reduction and a 
balanced budget. His emphasis has been mainly on deficit reduction as opposed to balancing 
the budget. However, when he discusses the long-term budget, he always refers to balancing 
it. The following quotes reflect his slightly changing mantra. Each quote represent tens, if 
not hundreds, of similar quotes uttered over the prior two and a half years. 
REPRESENTATIVE STATEMENTS OF THE PRESIDENT'S COMMITMENT TO 
DEFICIT REUUCTION AND BALANCING THE BUDGET: 

We need to bring this deficit down to zero. But we can't do it overnight without collapsing 
the economy. We must do it over a period of years. [n order to do that we must cut more. 
But to really bring the budget in balance, we must gain control of health care costs through 
reform of the system. 

In fact, if it were not for the interest we have to pay on the debt run up between 1980 and 
1992, our government's budget would be in balance today. 

My administration has reduced the deficit by $600 billion with no help from the Republicans. 

Slight variations on this line appear, but the President has not strayed to anything directly 
sounding like acquiescence of continued budget deficits or apathy to a balanced budget. 
However, I did find indirect statements which might be used to show a lack of commitment 
by the President to reaching a balanced budget. STATEMENTS THAT COULD BE USED 
TO CHARACTERIZE THE PRSEIDENT AS LACKING OF COMMITMENT TO 
BALANCING THE BUDGET: 

• 	 "I just wanted to say that when 1 became President...1 decided we were going to have 
to cut more spending and raise more revenue that I had thought to get the deficit down 
to a point in which it was manageable." July 20,'1993 



• 	 "It is true that I think that we have cut the deficit in a four~year period about as much 
as we should we these new numbers." March 9, 1993 

• 	 "[NJow that the vote on the balanced budget amendment has passed. it is time for the 
Congress to go forward to write a disciplined budget that brings the deficit down." 
March 3, 1995 

"But I tell you this: we have to reduce the deficit further ... The United States will continue to 
reduce the deficit. We'll reduce it more." Date unknown. 



• • ,. 

• 	 "It is true that I think that we have cut the deficit in a four ..year period about as much 
as we should we these new numbers." March 9, 1993 

• 	 "[Nlow that the vote on the balanced budget amendment has passed, it is time for the 
Congress to go forward to write a disciplined budget that brings the deficit down. II
March 3, 1995 

"But I teH you this: we have 10 reduce the deficit further...The United States will continue to 
reduce the deficit We'll reduce it more, If Date unknown, 
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consistent with my commitment to bring the deficit down, Government spending 
went down, b~t growth in the private sector was over 4 percent. which is very, 
very brisk, indeed. 

These are numbers on line with our projections for growth, and they're 
enough to keep the deficit moving down and job creation moving up. This is a 
very important thing: f!:',ore jobs, more growth, lower deficit. Those are the 
things that 1 campaigned to the American people on. We have tried to face 
this difficult issue. After! deqade and more in which the kmerican debt 
quadrupletil in which thQ annu!l def1qit tripled. by next year our doficit will 
~o a ___smaller percent'9t 9f pur MID.\al income than that of any other advanced 
economy with which WI compete. And I Am very proud of that. 

I say that as a prelude to discussing the health care issue, because it was 
not easy to pass the economic plan. I remind you, it passed by only one vote 
twice in both Houses. As the vice President often reminds me, every time he 
votes in the Senate we win. (Laughter) The more you think about that. the 
funnier it gets. I hope I don't have to see him vote too often. (Laughter} 
It was not easy to do that, people said, well, the sky would fall, this would 
happen, that would happen, The truth is, the economic program, just as we 
said, raised income tax rates for the top 1.2 percent of our country, that 
this year. about one in six working Americans will get a tax cut because 
theY're working, they have children, and theY're hovering just above the 
pOverty line. And we want to encourage them to work, not go on welfare. We 
want to reward their struggles to be good parents and good workers at the same 
time. 

There are real, new incentives there for small businesses to reinvest in 
their businesses and lower their taxes -- 90 percent of the small businesses 
eligible for tax cuts under this program -- real incentives for people to 
invest in the new technologies of the 21st century and relentless budget cuts. 
We elimina~e 100 Government programs in our plan. We cut 300 more so we can 
invest mox's in education and technology and in the £1,lture of this country. 
These are important. ' 

But I want to say, we are on this course because this administ.ration took 
on a tough fight, won it by a narrow margin, ano gave the country a chance to 
grow again and get out of the paralysis that had been gripping us, 

Now we face such a fight in health care. And we have difficult decisions 
to make. people say to me all the time. -Why do you just keep tsking on these 
things? Why don't you just stay with the economic program and tell everybody 
how well you did and let it go and work on that? Why take on tough issue 
after tough issue after tough issue?" I'll tell you why. Because, first of 
all, in the end, aa a country, we cannot go forward econ~~ically and come 
together unless we recognize that all these issue~l are related one to another, 
And secondly. we will never have a sense of fairness snd security which is 
necessary for us to be strong as a people until we deal with our thorniest 
difficulties: whether it's crime and violence or the problems with the tatters 
in our health care system. So I ask you to think about that today, 

Change has always been difficu:'':.:. And over the ~aat six decades, every 
President, or moat Presidents, at least since Franklin Roosevelt, have sought 
to de something about the heal~h care problem, Roosevelt and Truman, Johnson 
and Carter and Richard Nixon all tried to find a way to provide for universal 
cc-verage so that everybody could have health care security, 1\nd always along 
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And I tell you that I think we have reached that limit. We have cut 
defense all we can. I imagine most people in this room and most people back 
home in your civic clubs and your churches and synagogues and other places 
think we ought to do more to bring this Government spending down and like the 
fact that we're reducing the deficit. But I also would ask for your support 
fer a reasonable defense budget. We, after all. still have -there are no 
nuclear missiles pointed at us from the soviet Union, hut there are other 
countries trying to develop nuclear programs. And we have to maintain our 
c~~itments in Asia and in Europe, 

So I would adk yOU to support what we're doing to bring the deficit dpwnl 
but !jay, l.Q9k, there b a limit; we do Mv, II. national defen!!" W9 do h.ve 
obligations b6re. And we do have to retr.in workers. and we do hAv, to h'lp 
mov, tb", t,cbn91oqiga from g,fenpe to commercial technologi,s. 80 we n,ed 
to sp,nd PPm' money on that. 

Secondly, let me say, there's some things that are specific to the SEA I 
want to emphasize. since Erskine Bowles has been the Director of the SBA, 
we've increaaed our lending program by $ 3 billion, and theY've introduced a 
one-page applicacion that takes 2 days to process. That alone was worth me 
appointing him, wasn't it? [Laughter) 

I also want to say a word about this health care debate which is going on 
ir. Washington which is doubtless not only important to you but oocasionally 
must be somewhat confusing because it's an extremely complex subject. First, 
let me say that people say, "Well, Clinton>s bill's 13 hundred pages long; 
nothing that complicated should ever be passed by congress by definition. 
They'd mess up a one-car parade.n I've heard it many times. 

You sh,;.uld know that if that bill passed in its entirety, it would replace 
even more pages of Federal law now in existence, that is. that a lot of this 
so-called complexity deals with issues not of direct concern to you but of 
indirect coneern to you like, well, how are we going to deal with the major 
wedical schools; and how are they going to get their funding; and what about 
the public health clinics of the country; what about the people that live way 
out there in rural areas who have no aecess to health care unless there'S nOt 
a clinic? 

But fundamentally, when r asked Erskine Bowles to come into this debate 
early, and I Said, "Look, the big-ge-nt bone of contention to providing health 
coverage for all Americans will be what are the obligations directly or 
indirectly of small business, because that'S where the problems in affording 
coverage are, So make su~e we design something that provides enough 
protection for small business so that we continue to grow jobs, not shrink 
jobs." 'It's also true that the biggest problems in health care come to small 
business, pay:.:..r.g on average 35 percent more for,health care premiums than 
large~ bUSlnesses do, and being Subject to a lot of problems Ofmmy wife and I 
ha.ve a friend that she grew up with, and she and her husband and their 
children have become great £riends of ours over the last 20 years. He only 

.has four employees in his small business. And he prov~des coverage for all of 
them. And one of these young men, has been with him a long time, has a child 
with Down's syndrome. And this fellow -- it's time really for him to move or.: 
and to broaden his horizons and to do something else in his life, and he 
simply can't do it because no othe~ business 'can afford to hire him because 
he'S had a sick child under the present system. 
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do it by another teenager. These kids have got to be reached. We've got to 
reach these kids so they don't do that. before they become terrible problems. 
That's what I think we have to do. 

Mr. Donovan. Thank you. As you make your way back over here, Mr. 
Preaident, we'll get ready for our next question, which will come to you from 
Bristol, Tenne~see. 

Mr. Hawkins. Mr. President, I'm here with this gentleman, and he has a 
question about the national debt. 

The Economy 

Q. My question has to do with the national debt and the deficit that seems 
to be climbing and increasing a1: the ~ime. I know you referred to this in 
your opening remarks, but we're concerned about Social Security and about who 
has to pay this debt and inflation that might have some bearings upon it. My 
questions are, should we really be concerned? And what is being done in a 
substantial way to deal with this? And when will this be resolved and no 
longer be a problem? 

The President. Let me say firat, with regard to Social Security, right now 
the Social Security tax brings ~n more w~ney ~han is necessary to payout in 
Social Security every year, And Social Security should be stable for quite a 
long while now. I don't think you have to worry about that. 

Secondly. does the deficit matter? Yoa. it does. It matters when we have 
to take 15 cents of every dollar you pay in taxes to pay in interost on the 
debt. That's money we can't apend on education or health caro or jobs or 
something else. And it ean weaken our economy. becauue we have to horrow 
mon'ey sometimes from O'V1)rse.s. 

Now, if we keep going, right now. ths real way to look at the deficit i~. 
what is the percentege of our d.fi~it a~ a percentage of our national income? 
If you look at it that way and compare it to all tho other major econODdes of 
the world, our deficit now, we've gotten it low enough so that it's smaller as 
a pereont,llgo of our national income than any of the countries we compete with, 
major Qcon~eo. except one,' except Japan. And if we keep going. ~'ll get it 
down bQlow that. We have to keep dri~ing it doWrt. 

The only way to get it to zero in to go back to the very first question I 
Wau asked. The only way to get it to zoro, because we're cutting defonse all 
we can. and that gentleman made ~~ I don't think we can cut it any more. And 
I'm very concerned. I don't want the Congress to cut defense any more th~ iu 
in our pliiln in this budget seunion. We're cutting defense already. We're 
cutting domestic spending that'e diacretionary for tho first time since 19&9. 
The only thing that's going up in this budget is that health care cootn are 
still going up 'at 2 and 3 times the rate of inflation. So tho only way we can 
get tho deficit down to Z6ro now is to bring health caro costs in line with . 
in£lation. And that's what I'm trying hard to do. And I hope we can do that. 

But as long as the deficit is going down instead of up, which it in now, it 
W±ll be a smaller and smaller percentage of ou~ income, and our economy will 
bo stronger, And X think you can be confidant that wa~rB going in the right 
direction. And that's the important tbing. We're going in the right 
direction not the wrong direction. 
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we can come back to this later - and thai is that with all of our cuts and with the revenue increases, 
health care is still going up al 9 percent a year. Until we bring health care costs in line with innation,. , 
we can't get down to zero. When we do, we can get down to zero and balance Ihls budget. That's why 
health care reform is so important.1 

I 

But look at the difference here. Now, let me just show you one other thing. Even though I did decide to 

ask for a modest tax increase on the middle class, let me just say exactly what this is. , 
I 

Here is a deficit reduction plan. For every $ 10, $ 5 comes in spending cuts, $ 4 comes from people with 
incomes above $ 100,000; that's the top 6 percent. Of this $ 4, seven-eighths of that comes from people with 
incomes above $ 200,000. And then!$ 1, I in 10, comes from people with incomes between $ 30,000 and $ 
100,000. Families with incomes belo~ $ 30,000 are held harmless. 

So I think it is a fair and balanced lpackage. Now, this portion, the portion the middle class pays, if 
anything neal' what the Senate bill does passes, will be about $ 50 a year for a family of four with an income 
of, let's say, between $ 40,000 and $150,000 a year, or about a buck a week. And all this money -- all this 
money goes into a trust fund for 5 years to pay down the deficit. It has to be used for that. And if we miss 
our targets of paying down the deficit, that is, if we miss my line back here any year, I have to come back in 
and give new cuts, new ways to meet, the deficit reduction. 

Now, what does this mean for the average American? It means that, as we have made progress on this, 
we've got the lowest interest rales in 20 years. So millions of people are refinancing their homes, refinancing 
their business loans. They're going to take out lower college loans, car loans, consumer loans. Millions of 
Americans will save far more in interest rates than they will pay in this modest tax package, even upper 
income people. I 

Let me just make a couple more points. Ninety-four percent of the small businesses in this country will 
pay no income tax increase and will h'ave the opportunity to get a tax cut if they simply invest more money 
back in their business and create jobs,! because we more than double the expensing provision for small 
business. I 

I 
One final thing that's important. I just got back from this G-7 meeting, the meeting of the world's great 

industrial powers. For 10 years, at every meeting the United States didn't have much influence because we 
were attacked' over having such a big deficit and being greedy, taking money from all around the world to 
pay for it. This year, for the first time in a decade, we were complimented. not criticized. and thaI's why -
the progress of this economic plan is ~hy at this meeting we were able to get an agreement to lower tariffs 
on our manufactured products. It means hundreds of thousands of jobs for Americans if we can get all the 
countries in the world to agree to cha~ge the trade agreement, like the big countries have. And we've got a 
new trade deal with Japan where the Japanese for the first time agreed to dramatically reduce the trade deficit. 

Economic Summit I, 
Mr. King. By the way, did you expect that going there? 

I 
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Mr. King. [ haven't seen it yet. but'they teU me it's unbelievable. 
The President. Unbelievable. Rene Russo was good. too, and I'd only seen her in that Mel Gibson movie, 

I 
Mr. King. You are a movie buff, right? 

I 
The Presidtmt. I love the movies. ,t love the movies, , 
Mr. King. What's it like when you ,order them here in the White House? 
The Presid,mt. Well, ),(lU know, they send in movies on a regular basis, SQ J get to see a lot of movies bere. 

Normally, wllat we do is on Friday night - I nonnaHy work pretty late on Friday night, till 7, i:30 p.m. Last 
Friday I worked tiU 8:30 p,m. And then we gather up whoever is still working late in the White House, and 
Hillary and I and. when Chelsea's here. Chelsea would come down and watch the movie, We Hke that. 

Economic Program I 
Mr. King. We're ready to go back to more phone calls for President Clinton. Again, when ),ou come on the 

line. please make the question or com~ent right to the point. And before we take our next call, I alsD want 
to give bim a cbance to expound on the lady who did call. I think he looked a little ~~ when the lady who 
said ~~ ! 

I 
The President, She said, well, jf t~t deficit is down, wby do you need to raiS(! any taxes. K~p in 

mind, we went from a S I to $ 4 trillion nationa1 debt - that's the annual deficits added up - in only 12 
years. from 1980 to 1991. And we need to gel tbat deficit down to zero as quickly as we can wlthoui 
collapsing the economy, You can't do it overnight, but we have to do it over a period of years. . ' 

And as we do it, thaI's less money le have to spend on interest on the debt and more money we can invest 
in creating jobs, business incemives, a

1
nd education and training and new lechnologies. and building roads and 

bridges and airports and things (bat mob- a country rich and competitive in this world, -So even though we're 
getting a break on tbe deficit,. we're getting a break on the deficit because tbe financial markets are 
responding to our efforts to bring the deficit down. And so we can't hack up. We don't want to overdo il,
because that will slow the economy down, if you take too much money out at one time. But if we do it too 
little, then the interest rates will go Upl and we'll be in trouble on dUff score again. 

I 
Mr. King. Montreal, Quebec, Canada. Hello. 

Gays in the Military j 
1 

[A participant asked why Ihe Presjden~ did 1'101 act on the issue of gays in the miHtary the same way President 
Truman had concerning desegregation ,of the military.j 

. , 
The President. Well. first of aiL let's talk about what I did do, and then 1'l1lell you why the argument you 

made is not lUlalogous 
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and a malaise is beginning to set in -oUr cQwttry. like the Carter era, Please understand, Mr. President, San 
Diegans just don't have any more mo'ney to contribute to the coffers of Government. My question is, can YOu 
name one country that has ever taxes and spent itself back into prosperity? Thank you. 

i 
The President. The answer to your 'question IS, I can't. But you can't faidy chamctenze my program as 

that. I have cut more spending than iny predecessor did. My budget calls for $ 250 bllllon¥plus in spending 
cuts net. The first thing I did was cut the White House staff by 25 percent, even though I've already re<::eived 
more mail in 2 t12 months than camel to the White House in all of 1992. If any of you have wrinen, and I 
haven't answered, that's why. [Laughter] I cut the administrative expenses of the Federal Government 14 
percent aCross~m(?board. I froze Federal employee pay in the first year and cut back their raises for 4 years,, . 
There have been massive spending cuts in this budget. So that's just a big myth that there hasn't been. I 
also worked hard 10 pass: a budget resOlution that would make It clear that we coudn't raise any taxes unless 

" ,
we cut spell dmg_ 

l\"ow, le1 me address the middle cJa~s tax cut specifically. N~mber one, after me election. after the election, 
the previous administration lUlnOl,mced that the Government deficit was going to be $ SO billion a year bigger 
ill 3 of the next 4 years, a year, afi~r the election. Therefore. I concluded that l could not in good conscience 
give anybody an across-the~board tax )cut in the first year of illY Presidency. t still think there should be an 
evening-up of the tal( burden. I 

Secondly, it became clear to me t~t tbe best thing J could do for the middle class was to bring interest 
rates down and to tty to get control of our budget So I proposed a pian of budget cuts first and tax 
increasesthnt nre highly progressive. And let me: just mention a '\:Quple things that yOll may not know, having 
heard the press about the tax program; I presented 10 the Congress" While it does raise about $ 250 billion 
over a 5-l'ear period, it also provides significant relief to small business. Expensing provisions in the Tax 
Code, for example, are raised from $ ,10,000 to $ 2S,OOO a year. That will lower a lot of people's tax bilk 
For people with incomes under $ 30,000, we increased the earned-income tax credit so much Ihat they will 
not be affected by this tax increase in:any way, And over 70. percent of the money that will be raised in this 
program will come from people with incomes net above $ 100,000. 

So it's a progressive program; the ~urdefl is broadly spread. If we can bring the deficit down. we'll keep 
interest rates down. 1'd just remind you folks thai JUSt since the election, when we announced our intention 
to seriously reduce the deficit, interest: rates dropped dramatically. This year, 74 percent of people under 35 
in a bipartisan poll said they thought they had a pretty good chance to buy their own home. Last year, the 
figure was 41 percent. That's because the interest rates are down, That will put another.$ lOO billion batk in 
the economy. I 

, 
Now. I've got 4 years. Give me 4 yean to'try to deli'ler on the middle clftss tftX cut. But the first 

thing we need to do is drive the deficit down with cuU find $Ome prudent revenue increases. Most of 
the people paying the taxes arc people whose taxes were lowered while- ttlelr incomes inerease-d In the 
1980'5, And I think U's very importimt to get the budget back in balance. 

I 
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Investing in new technologies to try t9 create those jobs for their people. II we don't do it, we're going 10 be 
left behind. So we have 10 target so~e investments. But this budget has over 200 very spccinc budget cuts 
over the last budget adopted in the p~vious administration. And if you look -- it's 5 year budget, that's what 
the law requires us to do, to adopt S-year budgets -- we've got more spending cuts than tax increases, and we 
should, 

Mr. Imus, Is it important what the ratio is? And if it is, what should it be, do you think? 1 mean, because 
that's the ~~ ),OU know, that's kind of ,the way we relate to it. 

The President. Well, the issue is how many cuts can you get without pulling the economy into a 
r«ession. What dO' you have to cut'j bow man)' cuts can you get without unfairly cutting the elderly? 
The same pwplt who say we don't have enougb cuts arc also often saying we shouldn't cut what we're 
cutting. And tht truth is, If )'01.1 w.~t to get 10 a balanced budget through spending reductions, the only 
way to do it now is to get control o~ health tare costs l and that. basically, in the later part of this 
decade. if we can adopt a national health system Bnd .... you know, Hillary has been working on that 
with bundrtds of others - and we can bring ibe GOVCrhMent's deficit down to uro, but you can'l do 
that ovtrnight. And the biggest part of our deficit growth now is in health <:are costs and interest on 
the debt. . 

l 
• 1 

We're not spending a bigger percentage of our income 011 Social Security - our national income -- than we 
were 10 years ago, We're spending a

l 
smaller percentage of our income on federal aid in education than we 

were 1(} or 12 years ago, What's bapPened now is we started cutting defense. but bealth care increases 
overcame the defense cuts. So what I'm frying to do is to cut everything I can now, get health care costs 
under ccmtrol and look towards, not onl)' cutting the deficit but bringing it down to UfO over a multi-year 
period, You just can't do this ovemi&l!t. 

I . 
You know, we took tbe national debt from $ I iriHion to.$ 4 trillion in 12 years with a $: JOO-plus billion a 

year deficit when I (ook office, You 4all'tjust eliminate thai overnight without having serious economic 
dislocations.. You've got to do it in a di&;:iplined way and take it down. 

Mr. Imus, There's already been some compromise with some 'members of your own party in Congress, Do 
you anticipate any more of that, or is it ~~ 

The President. Well, I think there h<:tve been rome changes (hat make it better. After nil. we put this plan 
on the table only 30 days after I had taken office, and I invlled people (0 comment on if but to k;cep its 
essential features intact. That is. we had to have the spending cuts before I would agree to tax increases. 
The tax increases had to be largely progressive; that is, they ought to be on people al higher income levels 
whose tax rates went down in the 198(Vs while their incomes went lip, that we ought to have a earned ineome 
lax <::redit. That's taxpayer jargon for giving a tax break to working~class people with children. particularly 
who would be especially hard hit by ~e energy lax, and that affects people with incomes up to about $: 
29,000 a year, where they'll get an offset on their income tax to.make up for the energy lax. And there ought 
to be some incen!ives (or investment i~ the American economy, eilher mine or some others. And we 
emphasize small business, and we emphasize new plants and equipmenr for big business. And those lhings 
are: all going to be in the ultimate tax package. So I feel good about it. I think that, you know, the 

1 
1 
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Americans are losing their health insurance. So there are severe problems in 
this economy that we have to address to create che jobs. Let me just mention 
a couple of things that we're trying to do, particularly to focus on small 
business. ; 

We have announced a Govlrnmentwide program with every Agency that regulates 
our financial institutionsl to try to end the credit crunch on small business 
and give banks the flexibility they need to ~ake good loans to worthy 
customers in the anmll-bus'iness sector and to drastically, and I mean 
drastically, cut the paperWork required to access Government programs and to 
comply with the regulatory: requirements. 

, 
We have proposed a program that would give small businessea ~~ 90 percent 

of the employers employing; 40 percent of the people but providing way over 
half the new jobs -- a permanent investment tax credit BO that they'll always 
have more incentives to plow money back into che business., 

We have taken steps to pass a budget which will contain billions of dollars 
in funds to help to deal with these terrible, terrible economic problems 
caused by defense cutbacks: and baBe closings by not only retraining workers at 
very high levels but also providing joint ventures in new technQlogies so that 
defense contractors will have a fighting chance to get into technologies that 
have both civilian and defense uses, or entirely civilian uses, to create the 
jobs of the future. 1 

These are just Borne of the things chat have to be done to keep our eye on 
the ball. The purpose of bringing the deficit down is to ~ke the economy 
work, which means we've got to both bring the deficit down and focus on ~hese 
investments. We've got to!change the nature of Federal spendir.g~ less 
consu~ption, more investme~c. 

And finally, in order to get that done, we're going to have to face the 
health care crisis in America. It is projected that if we do nothing to 
change Go".rernment spending Ipatterns on health care, listen to this, in 5 
years, adding no new benefits -- adding no new benefits ~- in 5 years, your 
tax bill for paying for Medicare and Medicaid will 90 from $ 210 billion to $ 
350 billion, a 67 percent increase in 5 years with no new benefits, because of 
the explo!~ion of health care costs and the explos~on in the number of psople 
who will be forced onto the public health care rolls as people cannot afford 
anymore to insure their employees. . 

I 
This i~ a devastating blow to our efforts to reduce the deficit. If you 

want us to bring the budget into balanco, you must insist that after W6 pass 
this budget. we move on toifind a way to bring health cORta in line with 
inflation and provide a basic package of health care to all of our people. 
Every oth'~:r country in the Iworld. except the United States, has figured out a 
way to do that. Let It'.e t:ell you what will happen if we don't. By the end of. 
the decade we'll be spending 20 percent of every dollar, 20 cents on the 
dollar, on health care. And none of or competitors will be over a dime, and 
we will be in a serious :;"ole :..r.. terrr.$ of trying to be competitive. We also 
cannot balance the budget. I 

I 
The flip side of that is if by working in partnership with providers, 

employers, and employee groaps, we can bring health costs in line with 
inflation without sacrificing quality, we can emphasize preventive and primary 
care, we i 

I 

[ 
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Middle East Peace Talks 

Q. Did you discuss with the French President at all the Middle Eaat peace 
process? And are you opti~stic, for the next round of talks, that Syria 
comes to an agreement with'Iarael? 

President Clinton. We ~ve not discussed the Middle East yet, We will over 
lunch. Yes, I am hopeful. 

Health Care Reform 

Q, Mr, President, may ljaak, regarding your health care reform, now that 
you're so deeply involved in trying to find more budget cuts, what ia your 
expectation for when you wOUld start seeing some savings from health reform? 
And should Americans expect that they will have to settle for reduced core 
benefits unless they can pay more, of course .~-

I 
President Clinton. No. 	 I 


i

Q. -- for aome Bort of 	reduced services in order to achieve these savings? 
President Clinton. No, t don't necessarily accept that, Of eourse, we have 

400 people working on thiS,now and consulting widely with all the people 
involved in the health care issue . 

• 
Let me answer your first question pointedly, I believe, under all the 

SCenarlO$ I have seen thatir think are possible, we would see immediate 
savings in the private sector if we were to adOpt a comprehensive health care 
reform package, That is, private employers and employees would 'see the rate 
of their insurance premiumlincreases drop rather dramatically and there would 
be really significant savings immediately in the private gec~or. 

I
Because those savings in the public sector would have to be used co provide 

some insurance at least talthe unemployed uninsured, who are about 30 percent 
of the total population of uninsured -- at least to them -- it might take 4 
years or so before we waul4 start seeing significant taxpayer savings. But 
interestingly enough, that'is about the time we need it. That is:, if you look 
at all thll soenarioB, the deficit can be brought down under o\U" plan for -4 
yearG~ and then if health care costs are not brought under control. it will 
start up again in thu latter part of this deo'ade. SO W8 certainly believe 
that tho health caro plan would bring the deficit down virtually to cero over 
the next 8 to 10 years. f 

Now, will people have to accept a lower quality of health care? I just 
dispute that entirely. We',re already spending 30 percent more of our income 
than any country in the world,· I don't think ~hat - 

Steel SubS::'dies I 
Q. Yesterday the t;nited lstates imposed some tithes, additional tithes on 

some products of st~el, The argument is that the subsidies are unfair. But 
the other side says that the subsidies are not unfair, what is the middle 
ground? What do you thitik can be negotiated? And, also, 7 would like to hear 
the response of President Mitterrand. 

I 
I 

I 
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deficit reduction. And I believe it will produce far more than we even 
estimate. They have to decide to get the budget resolution passed by 
category. But I assure you that we will be very specific before the process is 
over. 

It is true that I think that we have cut the deficit in a 4-year period 
about as much, as we shoufd with these new numbers. But that doesn't mean we 
don't need more specifics, because we have to define how we're going to cut. 
And since I also strongly believe we have to increase our investments in 
education and training and in new technologies and in the things which will 
make our economy grow, it means we need all the suggestions we can get about 
other places we can cut the budget, and we will need to do that until the 
budget is finally passed. 

So I strongly support that. The Vice President, as you know, is heading 
the performance review audit of the entire Federal Government. And the more 
specific suggestions we can come up with that everyone agrees with, the fewer 
controversial and potentially damaging cuts we'll have. 

Let me just make the economic argument. Our deficit reduction package -
and Senator after Senator said today, you know, that this is the most credible 
budget I've seen in 15 or 17 or however many years -- it is producing the 
desired results: low interest rates, stock market back up and doing well. 

We have to deal with that against a backdrop of a Europe that's had slow 
growth, Japan with some serious economic problems and no political consensus 
about what to do about it in Japan. So we want to do what our Buropean and 
Japanese friends have been telling us for years we should do, get our deficit 
under control. But we want to do it at a moderate pace so that we don't throw 
the United States back into recession and further complicate the economic 
problems of Burope, which will be helped by a growing American economy. So I 
think we've struck the right balance, and that was the point I was making to 
them. ' 

Middle East Peace Talks 

Q. President Clinton, concerning the Middle East, you said that your 
country intends to play the role of a full partner in the peace process. How 
do you intend to translate this? And what would you tell Israeli Prime 
Minister Rabin when you receive him next week so that to resume the talks, 
especially concerning the Palestinian deportees? 

President Clinton. Well, I think that what we mean by a full partnership 
was evidenced by the fact that the Secretary of State's first trip abroad was 
to the Middle East and that he made aggressive efforts there to try to get the 
talks back on track and to involve as many parties as possible. In terms of 
what I will tell Prime Minister Rabin when he comes back, I won't say anything 
I haven't said in public about the deportee issue or anything else. We are 
working together. I feel comfortable and confident that he very much wants 
the peace process back on track, and I will support that. 

Civil Aircraft Agreement 

Q. What specific revisions do you want in the agreement on civil aircraft? 
And are you prepared to abrogate last year'S agreement? 
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HEADLINE: Remarks and a Question-and~Answer Seo&ion With the National 
Governoru' Association in :Saston, Massachusetts 

SODY: 
The President. Thank you. Thank you very much. Thank you very much, 

Governor Campbell. Governor Dean, Governor Weld, thank you for hoating the 
Governoru in your latest expression of bipartisan support, showing up at the 
Democratic Governors' party last night. 7hat's broadening your base here. 

r want: t¢ join I'l'.any others here in saying a word of beet wishes to GQvernor 
Edgar aa he continues his recovery and to Bay to all of you who are leaving 
the GCV(!l~nors conference chis year who served with me, how much I wish you 
well and how much I enjoyed serving with you over the years, 

I always look forward co this day every year. I feel that I have in many 
ways come home whenever I come bac~ here. There are many ways in which I miss 
being a Governor. because Governors are so much less isolated from real life 
than Preaidents. Neighbors stop you on the street and talk about their jobs 
and businesses. about their children and their parencs, and the things that we 
in washington call issues take on a very human face. And I must say I have 
worked hard to try to find ways to keep the human face on the issues with 
which we all deal, 

It wao as a Governor that I learned snd lived the idea that the purpose of 
public life is actually to get people together to solve problems, not to 
posture for the next election with rhetoric. In my time in tho NGA I wao 
proud to work in a bipartisan fashion on iooueo of education and walfare 
r.fQ~, on trade and economic development 6nd. ye., on bipartisan ougg6stions 
wa Governors had for reducing the Federal deficit. 

I ran for President because I did not want us to go into the 2~st century
without l) vision of how we could restore our economy and unite our people, 
make Gov(!t'nment: 'NOrk for ordinary Americans again beca.use I thought th-l'lt our 
politics was too burdened by partisan rhetoric and too little concerned with 
practical progress, In the last year and a half I have set about to implement 
the vision that r brought to that campaign, one that grew directly out of the 
experiences! had with ~ost of you around this table. We worked to get our 
eoonomic house in order, to reverse the trend of exploding deficits and 
declinin~, investments in Amen.oa. 

The economic plan the congress adopted last year contained $ 255 billion in 
spending cuts, ~ax cuts for 15 billion working families, made 90 percent of 
the srr~ll businesses in American eligible for tax cuts. increased taxes on ~he 
wealthiest 1.5 percent of 'our people, reduced the Federal payroll by a quar~er 
million, and will give us -- along with this year's budget which eliminated 
over 100 Goverr.men~ programs, cuts 200 ochers. and takes the payroll deduccion 
to 272,000, meaning that in 1999 the Federal Oovernmenc will be below 2 
million 
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:.lay 31, 1995 

MBMORANDu'M TO THE PRESIDENT 

FROM SECRETARY REICH AND AMBASSADOR KAN70R 

Subject:: Possible Public Statements 

Here 'are two attempts at a statement both covering much of the 
same ground. (However, we didn't have enough time to perfect a 
single version if you were to get this today.) The point is to 
challenge Republicans on the line item veto, and underscore the 
principles behind your veto and your upcoming counter-budget, 



THE UNITED STATES TRADE REPAESENTATIVE 
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WashIngton, O.C. 2050e 


May 31, 1995 

MEMORANDUM TO THE PRESIDENT 

FROM AMBASSADOR XICHAEL KANTOR 

SUBJECT: Po?sible Public Statement 

We face an enormous challenge to create an economy which ensures 
the highest standard of living in the world for U.S. citizens, 
founded upon the talents of the American people. Within ten 
years, Americans· must be the best ed~cated. well trained t and 
most secure people i~ history. This .Administration has started 
down that road,' insisting on limited government, unlimited 
opportunity, and on responsibility. 

However, those in control of Congress, by advocating misplaced 
budget priorities, and calling for more tax breaks for those who 
need help the least, continuing u~necessary subsidies for 
corporations and ~he funding of wasteful projec~s, will insure 
our decline, not private investment in our future. 

The Republican majority's package of recisions or retroactive 
cuts fail to address the major economic challenge facing the 
country, which is jobs, growth, and raising our standard of 
living. I have supported an alternative recision bill which 
reduces the deficit by as much as they propose, b'J.t does so in a 
way that: protects American's future, competitiveness, and 
productivity. 1 will veto any proposal which represents this 
kind of misplaced priorities. 

I have always advocated that the ?resident have the power to 
exercise a line'-icem veto to ensure a de:=ermined approach to 
limiting government, while we create unlimited opportunity. The 
li~e-item veto has passed both Houses of Congress. but politics 
has prevented the majority :rorr, sencii:1g the bill to :ny desi<. r 
challenge the Republican Congress' to send me the bill ~~ I will 
sign it immediately. 

The Bud·;;Jet resolution has just passed both Houses of the 
Congress. This resolution reflects priorities which will insure 
that Americans will not be more productive, that their businesses 
will be less compe':itive, and t:hat their s~andard of living will 
:::ot get better. These proposals make t.he situation worse. They 
would cut education and training, t'aise taxes on working people, 
give tax breaks to those 
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who are well off and do not need the help, fund !!white elephant tl 
projects which we cannot afford, and continue unnecessary and 
expensive subsidies to corporations. 

The $ta~dards by which we must judge any budget proposal should 
first i~sist that the main priority is jobs and incomes. We must 
make all Americans more productive, and we will not sacrifice Qur 
absolute commitment to make all Americans the best educated and 
nost productive workers in the world. 

Second. we must protect the health, security, and safety of the 
American people. We should not lower those standards in order to 
fund tax breaks which have no value. 

Third, we can achieve limited government and promote unlimited 
opportunity, but only if we have the determination and disci?line 
to reach a balanced budget. A balanced budget is not· an end in 
itself. but it is a means to grow jobs, unleash private 
investment, create more money for private business expansion, and 
to er.sure that we will not mortgage the future of O'..1r children. 

This administration has been able to cut the budget deficit in 
half in just 2B months, The Federal Government· has 100 thousand 
less employees than when I came into office, and at the e~d of my 
term we will have the smallest Federal Gover~ment since President 
Kennedy was in office. Ur.employment is down, and 6.3 million new 
jobs have been created. Almost every one of these jobs is i;--. the 
private sector; and for the first ti~e in a decade American 
workers are the most productive in the world. 

We cannot let hollow rhetoric or misguided iniciatives to reverse 
the progress we have made or to st:and in the way of a new century 
of expansion and opportunity, 



_fi'%DEm%~&~ ctl ~J-r/fjl{ 
To. The President 

Froal: HK, lUt 

Date: June ~, 1995 

REI Possible publio statement, this,week 

tiThe Context tor a Balanced Budget: Hy pt'inoip.les and lilY 

plan" 


The Republican rescission and their budget resolutions do 
not address the major eaonomic ohallenge faoinq this nation, 
which is to restore jobs and incomes. That is why % am vetoing 
the rescission, aDd why r oppose their budqets. X have offered an 
~lternative resoission hill Which reduces the deficit by as muoh 
as they propose, but does so in a way t~t meets this, ~hallenge. 
In coming weeks r will offer an alternative budget which balances 

. 	the 1>udqet within ten years, but, aqain, 40e8 so in 'a way that 
meets the challenge. ~o4ay'X want to share witb you the 
prinoiples that are guiding my decisions. 

1. The problem ot jobs and incomes. The staqnation and 
decline ot median wages over 15 years. The. wideninq income gap, 
and its main causes (70 percent driven by the new premium placed 
on education and training, the rest by the declining real value 
of the minimum wage, deolining unionism and the policies of 
previous Republican administrations). . 

2. The Republican proposals worsen the situation. They want 
to aut, e4uca. tion and traininq, block the minimum waqe, raise 
taxes on workinq people through cutting BITe, cut child care, and 
give tax breaks to the wel~-off and' to corporations. 

, 
3. What must be done instead: 

~a) Hake all Americans more productive (Head start, WIC, 
education and job skills, tax deducation for education and 
training., job training and placement tor welfare recipients). You 
won't allow RepUblicans to sacrifice any of this~ It anythinq, 
you want to invest even more than you proposed in 1996~ 

(b) Make work pay (EITe, minimum wage). We must bring up the 
bottom, so that people can be financially independent. 
Republicans are heading in opposite direction. (Keep the minimum 
wage in the budget debate, even thouqh it has tiny budget 
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implications; .It must be understood as linked with the EITO .as 
dual means of keepinq the workinq poor out of poverty.) 

(ol Enhance the knowledqe base of tbe nation (research and 
development}. 

(d) Provide health security to the nation's most vulnerable 
(unemployed workers, kids, people with pre-existinq conditions). 
Slow the growth in Medicare and Medicaid in such way that middle
class elderly and the poor are not hurt. Republicans are doinq it 
wrong. We'll work with them. 

4. And W8 can accomplish these tbiuqs, while still reachinq 
4 balanced bU4qet, if we: 

(a) cut oorporate welfare (subsidies and tax breaks with no 
publio value,. Washinqton lobbyists bave unjust+y enriched 
oertain oompanies and industries. Billions of dollars can be 
saved, to be dedicated to makinq all Amerieans more productive~ 
The economy wins, as do all our citizens. 

(b) cut. pork (fancy court houses, unnecessary infrastructure 
projeots, unwarranted expenditures Qf all kindS). 

(a) Reject tax breaks for the well-off (Republican capital 
qains proposal, their proposal to eliminate the Alternative 
"inimum Tax ~or corporations -- another bow to corporate welfare 
-- their accelerated,depreoiation, which essentially eliminates 
the corporate income tax). ~hsy don't need it. Average working 
Americans need help getting aheAd. 

5. My rescission plan reflects these priorities, as will my 
plan to balance the budget. But in order to accomplish any of 
this, it is necessary that I have the.ability to veto wasteful 
legislation wbich is tacked on to important legislation. To take 
one recent e¥ampl., tax avoidanoe by billionaires who make their 
money in America but set up homes abroad. 

I challenge the Republican Conqress to send me the line-item 
veto bill- as soon as they return from recess. X will sign it into 
law immediately. If tbey refuse to send it to me it will be 
because they don't really want to cut corporate welfare, cut 
pork, o~ lose their tax breaks for tbe wealthy and privileged. 
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" t, lUll """'Wi'ftinq to4ar v1thcut lII:I' approval' H... 1158, • bill 
provld1nq for amI~on6y auppl...ntal appropriations an4 
re.abdon. fo&' fiscal rea&" 19,a. ", ' " 

, ' , 

'A~ ; have stated, lII:I' die.qn_llt v,lth the COnqns. ClVllr 
thls bl11 '18 not about dericit reduotlonl'it 18 about priorities.
The csonruua, wt deaply lnto 1mportant inveata~ta -- nOtably,
lnveataanta for edUcation, national, 881'Yloe, an4 the environment 
- WhUe 19"crinq, literally '!:IUu'oha of dollar. in fundlnq for 
hlqhvay damon.trlltlon projaota'and 'pederal build1n"e that they
could have cut.' ' , 

, '. ICy M1111niatraUon Auina firioly, ocllllllt:t1Dd. to daUclt ' 
reduction, an4 haa provldlDd. altarnative propoaal. to the Conqres8
that vould cut even moro in riacal yaa&' 1995 apendlnq than i8 " ' 
inoluded in the oonreronoa veraion or H.a. 11S8. , ' 

The MIIIiniatrotlon,etron"ly an4 oon.l.tantly oppo.ed the 
'House veralon of,·thla bl11 toecaua. it would have WIIIaollP8Irily , 
out valuabla, proven,~oqram. thAt educate our Childran, invest 
ln the future, an4 proteot our health, and aatetr., We vorked 
010aa1y with the,Sanate -- ap.oitioallywlth the a1perttean ' 
t.aadIl1.'8hip' --, to ioproVII the bill. Rql.'attably, th18 bill dooa ' 
not'ra8tora th8 moat qrelJ:lou8 reduotion8 propoalDd. I:Iy tha', Rouee. 

The AdAiniatration continual to object to langvage which 
would ovarrlda,ax1atlnq anvironaantal leve in,en,effort to 

, lnor....e duer .alvalJ.. Inor"linq t1:mllar .alvage eel 1mprovlnq 
toreat haalth are "oala that'lII:I' MIIIlntatration ahar.. with 
conqr.... OVtr thl l ••t 8ix montha, the Adminlatratton haa put
1n motlon'adminiatrative reforms that ara apa.dinlJ .alvaqe'tiaber
aalea 1n full oompliance with axi.tinlJ anvironmental lawa. I 
Ul'lJa t~ Conqra•• to work with my Admini.tration to rewrite,tha
ti1llloer n1va",e lan'il""lJe to re.ponel to our conoern.'- ' 


,In 41.approvinq R.B. 1158, I nev8rthala•• oommand the ' 

Conqr8.a for approving •••antial,.upplamantal tundln; tor ' 
,dbutG" 1'IIU.f aot1v1tiae of the Fe<:leral lmG'ganoy Mana"oment 
Agenoy, for the radaral ra.ponaa to ,the bomI:Iin; in.Oklahoma City,
for inoraaaad anti-l:errori.. afforta, and tor providinq elect 
~li.f to Jordan 1n order to oontribute to further ~oqr••• 
toward II Kiddie Zaatp.aca aettl..ant. ' I ul:'Ifa the Conqr8s. to 
approve a blll that containa thi. supplemental fundinlJ. alon'1 
with the reoo~nd.el're.tol.'ationa and off.eta that tho ' 
Admlni.tration ha.,tranamittad. 
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