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ClY:On 
~~( ;~:'i,;I .:~ ~\.!! ~,,~' r:.. ~:Ui\~'!J~?CC .Su~mcrs" wrote the pT~sident
• , i;' ').: • ,:._ :itt-... ,"." elect ".l"pqvalc memorandum wargarmng the

c·PI:J"!D'A"t' C{U:t8'~"- ,DHtCI!!1~~Q)j~~g~t's eco~omj~-g~als, The two.
,~\ a -; ~if~. ".' .:n~~I,1)~~,12.Y ,~rc..~1,~\V t~p,·~~FutJcs:,to·L.!o~J

, - " 1-·.l _Bentsen at the Tteasury-;trgucd thal-n dcficlt~ 
',_, ',L" "." _',:«,_:~,-~t '" ..,: ~rcduction":ihigd \vi1ich;stabilizedJhc growthiof\ "t" ~f' '"".",,' '"'t''''' .-~,,,, " .. ,,-,. .. \ ~.:, ~_ i~:. ~:)" " ~ ~',~', .:- 'r1", ~"',~~_l?t ~q:l~!! g!P~t,~·'pfdht;·,cconoll1Y (a ,figure. 

d In Dcccmbcr.l992, two of Bill Clinton's top 
economic' advisors, Roger Altman' unu 

EIght smarlways:(o'make real 
: '. ~'"I"l' :..1'.'" ,,IF''I'''''''d)''r:~''t,: ."~'V' ~m'mauS",o e;J~1

reduction-and t1iake 
-y 11 -, ~ ,~ '~f J , ~"i... ~~~'"',. 1, 

., ':.' 'smart mVl!stments 
, ! ' . "'i' ., :';~l~, , , , '/:: " i;~{ ('::' , :<;

[,l' •." '" . ',' '/;,<f,by Charles Petersr. "'~"''''''; 

>r~,t' ~,~I 'J:;,~': ,,!~t;~, ,:,':" 
. :f.. ! 
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,hat turnc~. out tp:~e'~S.90',billio~r.was,,"th,~: 
_}£a~~:amb!nuus dC!!C~1;~<;tfgct.th~.t\\S ~_eft;f1jW,

,blc:'::Guess what !urgeline President se,t!It;,d 
on? Nmsurprisingly" $500 billion,' .. 

.'~ -".~het) ;;g~!lgress rmally passed the plan by 
'the lan"dSlidc margins of twa votes in' the 
c!ig.iJ~S ~~~tqn~, ~ote ,in .~':',Sc~ate thi~ s~m~mcr. 
.th~ pr~sl~~nr~J.t ~hc tiustmg~: ~~,t;J9.w;:ve,c,an 
truly s.Ychange ~as C0tTl" t,o Aplenc~,; ,((It~,
ton 'announced at op'c rally at'thc State ~a'pilol 
:)~~'J?Y o.!&~~~~etown 9f Charh!s'tbri; ~f?sr~i{.., 
glma..' 'c , ., iI>, '-, .!t"·')J"'ll\"'i'" '/ 

9r 'has ,~t?" EyeD, by,,'the presidcnt!s ,m~~'s 
oWfl. udmissiof}. what Clinton'·got t~js yca~'w;,iS' 

, th~ blir'c.!Il_ill,imum, the COllgrcssiop~r.B~'@get...,,,,... ) , ,, - H.~. ." Office;s,Qwn,figures, too, indicate that the pub-
lic debt will actually grow from'52.5 l pCrccot'of 
the gross drnncstie product in'1993'to 54.6"pcr-I , 

.... cent by 1998 and stiH higher thqrc~fte~;'meallI 
log that the SSOO billion wasn't enough twoc

I gin wit Ii: So despite the President's chcerful' 
word~, trt.(e .'change won't .corl"lc lm.tif\Y':ls~!ryg~I 
tOil clears Out the kudzu of stubborn subsidies, I 
untouched benefits for the wctl~off. ::uld) tax 
loopholcs:.ttiilt'cscapcd pruning this 'y~ur. " \,' . 

Jlllhat spirit, the Momhiy would like to,sug
'gcst howlC!inton and Congress can ,free up 
mO~ley ,to eu.t i~-c deficit and h<;)p pay fijf pro
grams,that arc really needed. Thcy ,were <In,the 
right track wh'en they expanded"the Eamed' [nI come Tax 'Credit and mise" the top income tax 

I ratc-,,-stcp-,," which put money in' the p<.)fkCls 
,I Charles Pnus is ,dilf)r in ,h1f!j i.lfThe Wa~hingloo Moothly. Rt:° 

,IUH":1i 'L\<iYIIL'!"" wm (}!tid,,,,,, by X/ch'n Rn;<!'Il/t"hL 
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of. thciworking.poo"r while making ,the rich o.'J:.t~~Jf~d_s?'S9~s.ig~r. tPJ~: ,.sIYlbs~fX'!!1~~ 
\ pay.their falr'share: Oniy·4,442·\Vcst .virginia 

famllic's~wiU Ray higher income taxes' while' 
105;000' fatntlics'will 'get tax,'oreaks' r,'<.\1sn1uJI 
economiC srinlilltls pitckage'ori iL1; Owll~I;~: ',:1 

'~'Jhjs ,ls:?ill~~thc'~~i's~~p;lt.lijlc c;~ln(~~ -~~~ 
l~h~ ~o 'p~sli' a' fey! ~9('9t!t c:os~-:cuttJ~g i~as
dlfough-C(~hgtJss ~~ freeziiig· tfcdc'r;il paY' and 
ending 'Iu(jicrol~s ~fubsidi'es~api(ol Hid has':, ", 'NevertheJcs's?ihe;~e'II:~'o~~cct~ilNdlc'rai 
,_, ""," ,>,~." • •,r)",,' ".""""'" "". ""~'''''lr- """I,,~I "'("1'

~§i;s~ed~, W~.,hopc '.~~e P.r~~j9.~n.I,pres§c,~_ 911: ~mpl?Y.:i~..u'1j~~~ '.~a~tc~., ~ ,~_2, l1cr~c~~"pay 
~~f.?pts .t~e jdcas.h~~ha~n',t.\already, '!,~~ th:t .111!~'~9~11(~l3},9mi?~.'i~)??1:~,Y\ tiig:p~W~ 
eon~s'wil1,scc thejwisdom' in,tnking money. '; lcm ,Wilh atl {'caem! 'salaries.(wllit.:h ;€Iint'm 

.,. -.' - ,'" ",.-"., •• ~.,,- '--""-:""""./"'.f'«'''''' " 
from:burel.ll,lCrats, \~~n~off:cntt,:ler:'e,~~J4nkJcs, ' ,~as_.;99~ ~c!1w~~!~.g~?JI_§ ,~a! t~ey:w~ .has~ 
u~d sr::c~la~~rs to 'p~y for r;buIi9lt'.lg~our r~.ds "on'Jo2:~es9~pt~on,sJ~r:uf?It:?~.{!he ,1q;.t~~~,cP)i 
nnd' bi'Jdges/ provJdmg ulUversal he'.thh,- care; .sci ves,. not' on;thc .Job"tney)really:oo: ~That 
and investing in;educu,tio",lo' crcpte a i]?ettel- rimaf!.s\jh~~res~nsib}lities Of~? file d~rk. :with 
~;orkforcc. If ". ~ -, -; ':-" ' , - '.' ' :- 'c. ,~f ., 'f!linipl£u ~Iiierary: f1air,~~a(l'lJegin t(i.Sou~~d' t_dd! 

-- 'Take just<li:te exinple:' EriCli y'eill-, the Unit~) -. likei:hjliu<s-!C.\t?s'ar~s;~The·governnl-c'ntr'lhcn 
cd '~,t~tc~ ~~'ittftsj8qo,OQn rie~::,1~g.kl.\T~,i,.! takes -t,hcSC"c'i!t_oh)!deted· de~nption~rtli~ cijm:
grnilt~' withOutfhiJesting 'in rodirilentury;train~:;'':pimi~;1 who'road tHc!r{imo~saY :Wh'af'U tonipa:.
itiii iri\E'n'glisii~"Ti1c'se':pc~plC', ',o~cc",{n-'Hlc-
. 1., -',<.'" · ...'''Id'···· T" 'h'" I" ""-r··'I. 

~erk.forc~. cou .. J~fr:rS.tert.. t"' e c,r,o!lp"IT.IY'" ~ 
e:y~ry~q9Y' B,y.~.!~erc ~tllo.r.edeml .~911~Y, to 
teach thcm fEnglisn, and churches ,in New 

. •. , . " , • 

Yo~ arc_l!ol~ing Ioucries for. ~mited'spqces,in 
~oluntecr cl~,scs, As BiJga A~ramova, a 35
year-old 'Russmn refugee, told,The'New York 
TImes at h,cr third,time'through l'uch Q.!IottCfy, 
!C~y'futtire is on~ho)d. Without E~gjish,.I can
nO{ hegin~n:ncw Jjrcf'l'do'nol;w~nt'to depend 
,on welfare, ~at isis~efuL'" ~.", ~ ,.'- ~ 
: . Sci f§r the' 'qcf:c}t ,~h!ckcn~ ,on ~th si~s of 
t~c a,is!c. 'an~, fiJi Clint~n, ~ere {tIe ~lIts that 
would giv~ pc5plc like Ms, Abra,t.l~p\ra.}l
chance:, . 
'-",~ ., "'. 

'_ ~ ,Frtlcze.jeder:al sftf!1ries. Sayi,ngF $29 
billion bv /998. 

, - . . 
, One {If Ehoton's most courageous st.1.nds 
this ycar,fsadJy lost in the fallout from 
Cristophc's tarmac coining and the succession 
of Nannygalcs, was targeting the 2 miUion· 
strong federal civilian workforce (total pay
rol1:4107 billion) for a pay freeze, Too tough 

m.akc. aI} ~vct~ge..ol~;$3?,27~!';jn ,lh~ '~'§;L~~d 
~5.~,ln !y~~,~i~g~?~:',pay~~~n go:'as:pigh.,as 
SIX fJgurcs~plus;tort'top"bureaucrats,rMc~m,,:, 
whtle,' the~nverage privaret sector worker 

. iTH;K~~:$2~i7~8.;and ':r!Jy dO.~ceni't~f:private 
,workers'make as hlgh",ttlsalury!as tit'ethird 'of 
Civil ~fvlliil~ldo~': v{, (I J, ,!~, ~ , " ~'; \":,it .t,/J~.'ft; ~' 

r.lbIC"j~ti i~ the;pnvaaFiCCtor ~ouJd'pily..:Bui ."'" ,·"-""1·'><1~,,, -.t:I!'I,:~,'''''/"O', ~"';_>;;·I";r.-·-~
~~f1f~~S~;:;]~~\s,~nP.':t<c.~i\!Ptrein~m~ ~~}1fY,}I:e 
PX\v~te .~~I~q~.s o,Il..,wh!-9,h '::'Lf!1~<,l!~P}!l,tY,.I~ 
baSCd'-The fciIS nlso.w;inled·an additio'nal $(&
• - , -, ., _, , ~I!' '''. i. , ," ,~ir., .. , l"'''' "'H'~"'''' 

p~U!on!!l ,~J,OS~i~y, p'<}y~'~ t9,PfiX::-VQr~,~.r:s ~·hg.... 
liyc i~·,c.qs..tly ytt!es ",1~~,~~n t~?_s~.,\1{~~)!Y~ 
in,cheapcr. ones, .Whlle'tt makes xcnse to·pay 
workers'who live in,.Los-Angeles:or Ney.r"York 
City rhore'iorget by;1hcre-ought\to'be'corrC~ 
sponding locality pay cuts for civil servants 
who I;ve'in·placcsAike Arkansn:nir Tcnl)csscc 
where 'fcdcrul! s-<iJaries"(~'et 'by ·Washington 
stanilards)'lllaKe'thc'IOc';lj' fcdl?f.il '<ldmi~istrator 
2~~,!C:: ~~j~.';l,ti~p~t~i:lqf?~ ,;~~~~.kc ,pr7,~!dc.'F.
Moreover, In a clas:Hc tiureaucmlIc con, tile 

, ' '.\',. ;'z./"· .' .", '~j' 

t~;; N.~,J~x!n~J.11¢;ir)g~~~~r~us bc!i9n~<;.·?l!~.,~r 
the locahty calculatIOn In order to,dnve up,the ... . .., .. " . '- , .. ~ "- \'.'., '" 
locaJ,ily ratse.. the,justifi~<!tion for ~hich woulq 
often disappear entirely,if the l:enclit packugc 
were taken into account ~ ~ 

Clinlon'rightlY'proposcd kiUing'lhc··2.2 per~ 
cent raisc, llnd though he should have tried to 
focus locality raises 'in the c.xpcn'sive cities 
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where !hey arc really needed, he did try 10 de- billion, Add in mililary expectations anti the total 
Jay lhe scheme. Thi~ wo'uld have saved $28_7 exceeds $1 trillion. '111.11'$ just at the fcderal1ev
billion over five ycars~6 percent of Clin- el-states. cities. and towns are facing an aggrc
ton's djs~rc~Lon-,~ry sayings ,in his ~rigin31 gate liability of $160 billion to $450 billion. 
budgef!-:But :he .gotJroUcd!, wito lcmployec's' - ,I ~ A'majqr'cause ofithls federal'shortfall 'bi' ,that 
unionS.' rail:oudiiig' iaw~hlCersi;nio;aulhoriiing ~ civil servants<can~relire,wi9't full benefit:;. al.age, 55 
the,)sp~nditlg: Yet th~'re'sf\.~til:lhope: "nlc~mon'ey' ufl~r, ~O:y,e~~~fis~.ryjce:/~'!t'.$:v.:~y,362.. 8~~}£~: 
to ipay, fOfflhe fdouble:hnrrelcd5nilses.has ItQibc <:r.~~c.lrl~ ,psn.slR~e.~~rl~'em }g~!~~".~II~~"~!l 
spccificallyt u~prop~i_at!~"~by.. Con,~res,s~by?Jan~ _, Q"tCIr ~f!I.7~:;~en'.~S~~!1~~~ C~~W.~fl}::~~I ~~t;: .~f; 
oruy:)~e!PI'C;:,)lde,!lt Ol:lsry,1 ,to, press.19r,a rollback l~,~,2fJ~Y~~, Vf}H~~.'!l!e~a.~;~Nt ,I,ilT"~~~r.s<;rl!:.fo~H 
atlt1,golagain,f~!>lhe jugo!~r!inll99~4:"IThis is.big. ~~s,;.~~..?s,.a ,~'iW!.~tpt:~~2t,,~r ~~hHlry~~~~~ 
~oney, g~ing to people ;Who a~i~9~t~~,p~!.d .~r:g <!!.f,n,~!~~.!,~~tp~~;,~~~~, ~?q.~~.:~c~~' <.~?t~-~!!;ta!1:: 
h?,vJ,:.c:;n~~~~~~~p,ly, ~~t;l,~~~r:e~!~. \~u~)l':.hat cor~ ~4 W;\:;~~,r~~~es ,~~';~::'0/9f£?~,~p!~t--~~I~
p?rat:::,~~rlca qff~_~s !~, et,!}pl?y~~, "'" _, . • o:,"e~~~,,~p~:;\~lp~~]l?r:~g~J?'1,I~1~~~ov;:::n:nt;.~ 

, Ana ,white-AI 'G(lic's' reCOfrllIlendation to pensIOn. Soclill·~u!lty. und possibly .. tlurd pen·
elinlinatc' 2S2,OOO'jobs'I'is'.promising,'· thrtit 'SlJust sion rrom a'111id·iife job, 'There'sinothing :wrong 
'12~pe~cerii:of ihkworkiJrcc,' Whcn'Conr:\!l was v.:!th,lhat,'of coorselso long as the rest orus aren't 
OIl' th~ vergc"of disasterJin';illc'cighlie'i;:' ii dJt'61" . footing\th.c~bllJ :r9rj()v~riylgenerous ,pensions' ana 
percent 'and g~ini&f llliU-k-et'sh::lre)l Union-Carli-ide cost~of;-liv~pgt adjustmehts}.that; grow,Jaste~(th~n 
has1cuti22':perccnttuhJ:is :plilO11iog;m'orc';! in' inHu.tion;J~~t raisi~~L~~ $i.vili~ re,ti~!.w~t.agc !~ 
1992, itlwas:t1le best performer in pow.']ones In- ~2 ,~,?u!d ~~ $?i~~l~IQ!1.Qy~c;!'fi~~ )J!1N';'f!!\ 'I',\~; 
dustriahi.:rjsit:g~·pt!rc.ent. LOsiELg 20,perccn(of " ~OLAs In goyern_men.t p~nsio.n~ ...'?'.e\Y,:;~n.~ 
federql'ervptQyees;h~alie;s <:r.,ad~~~!onal ,$9 ;~illion ' P,i?T.W9.':' ~~,~,I.,\ ~pv~.:re",af~;.anp.r:,j5~t?9. J"ll.e!)tt~e ' 
~!Y5!!l~"J"I:~!e:f!;0l!f.a~e l!~~'Z'. i.~v£~~~n~~ts, t~:,P~!' cm,latrx:W!!.;~la~!'j:~t ~r~QgJ$~~<~IJ~~.!~!.~V).e!~;~~.
X~,~!!!!I~ o~·~<:t~;v~al.:,!g ~?~c~, !5'>.vt,?!k., s(!,~,,?,,:!~, ,a,1)HI}V~s;,.~.'-'m::mg !.~l~ ~~r«~~!~~!?ffl~yve: ~H!W,,~!~ 
p!!l,O r~r, ~!lp!ta.! g~~~Ii,,\o,!,p,ag~ ~,4" [SY~ .,"I\1Y11;, pry~c:.tu~e:i};·h::U~::,~~gd~~(,~ppUI~<:!~, ~'hqfd;a~o~t;!
'nfon~!io~-,"J~ri ~1~ae~a.m,}uJY'/August).9~~. ,1.9,8~) !>~t~! ~~~~c~~~,,~"t rt?t:~fp[ogr~lJ'(~<?n:
"Building 'Amefi2a 'To"LiiS'i ,.1 Matlliew' Millcr' ullued to fund generous'COLAs.!!:nciw'tt'$2·bil:' 
j~nil!arYiFe'bfi.;a'rY' 1992;';an\1' ';How' 'to c'iit r ih~ 'lion"a~Yiiir ta~d:fc(.!eral:c1

inplt\"vee"1i'nd'mili
"-...;,' Bureuutracy,in Halt');:Scot(Skllger:{Jun~ t'990;i' t~rY 'retirees"canv': td'look'ori:~hcjCOr:As not-a." 

~.I!i'; 'kiils;/'ihe"civi! iervice:retii'ermeiit ag~'JIO' 'a~temporafy helping h;ind~innnflinjon-ary,~timc~"" 
62,fSaviilgs:-"$S biliio'n'b:i 1998: Defer cost oj but as an'entitlement' ;,{,J d, ""-f>stli..~~",· '<';::';li\O", 
living adjtis~meiJts.(Col:A's) for. federal 'and r.-Insleaillof'uiljusting GpMs:downward,whel! 
military pfmsion'ers until age 62 imd means test inflation'fell or giying,them oniy,!o people whose 
tltem thel-cafre'r., Sa-r'ings: at ieasl,$6;S ·billion ovsf3:11 im;ornc)s, Iow,:eOJ.,As;oo.'aJ!le pcnnanent 
by,1998, It i 1'" \1 .... 'I: ': ,;., .•; ,;".};tl .-,! ,~eu!urSi J,;r ~t;.P.uBlic.~sect~r.>TI:e diff~rl!!!~e'·,be;
;' ,,;\n,9i.qer ,b~u~!!al!cr~tic ,scrun is,the s~eet de3) I~e~n the govemf!1~nt an~L~h~ Prlvute .~!or .i?n 
rct!rep; ~ed~.r.a! !:l0v~n:men~.~.n}pl~yc~~ an:J m!li.~ !1ll~.;:.V~1: In ,19?J, ~l,l_ f?i~~."e,f\lP'IQY~~,?IW. 50 
tury .rellfceSlen.lo), from government p,ensions percen.! of 5tatc and loc.il cmplovees had thiS bcn
w'hiCh' the 'Pre~ide~t~ avoide'd Ihis"yca~, Th,;i;'~ efit. How inany pohte s~'ctDr w~rkern\had {t? lust 
..milz,ng~'~o~·~idc'ring-tl'iejl$60"bmio'n ~\,'e3r 5Pefcc~;.' . I' "; f~ ,'t.,' ' .• ', 

Wasli!ngtori';;~nds"o;l fe1c.tefh1 ~tiremciitli.~ more COLAs have gune wrong for two rca$on~, 
lnah the 'government 5pcnds-tryear'on'~igher roil:" J~irst" they ~arc cCimpounded '~itcrv year: piling 
qttlon. con~um'cr &ufety:' 1'id,to F~ilie~rw)tli f:)e~ COLA on lOp of COLA. Secorid: tbey' are,'a~p'
pc'ndent C~hildrcn.<fciod slamps;"AIDS-research: plied indiscriminately to aU retirees in.'ltead of 
and· low-income hoU~ing,combined, Alldithe big protccting the marginal pcnsio~er from inflation. 
troublc is ahead, Thc government's "uitfunded Deferring COLAs until age 62-:-hardiy on~r
pcn~ion liahility'.',..;-the amount by which planned ous........:..would save,$6,j hHlion over, five yellrs, 
p.e~s:io,n .bt:r'!,efi}s ~ulstrip ,workc:r~( contribu- Means testing the COLAs. for well off pcm;:iofl
tionso;--in, t~.c, fedcra~ civil ~rvice alone is $600 cis would save even morc' money 'while pmlec~

I 
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iog' those! ontthc margin. [Sce "A Pens.ion lor 
Troublc;"Matt~ew (?;ooper,luly/August 1989.j, 
!" .,.. MeansJtest.SociabSectirity COLAs .. 8al'

ing!O:.$8.2S billhm by}199S. ,.:-' '-'" 
. We are,de'tighted thatlClinton' and Congress 

agreed'to tax:85.percenr of Social'Security bene
fits,' bdt'lliis;is-just the first step toward a sane 
SociallSecurity system. j Because of increase:;', in 
the Social Security tax' in ,thc'eighties. poor 
workers,s<lw,rtheir taX burden)). rise by ,about 213 
percent whil~,the;systF:m funded ,t~c,reliremcnl" 
of ,the RockcfcUcrs and silvcr-haireJ Rotarians 
at two .to.:l~, times. the amOunt they ,paid in. 
Though w,c,.¥-'ould prefer ,that the ,working poor 
and lower middle class rcccivc;breaks\und. that 
the aff1uc:n(~y taxes,on .IOO'pc:rccnt.o( benefits 
(and,r'ould r~aJly prefer a me~.ns test to strip the 
rich ,o(Socif!l Security, bet.lcfiJs altogether,if 
their income' is.more.than $100,000 alyear). 
there are sig~s,o( support'fOl~ means testing CO~ 
LAs f~(. S,oci.al ~ecurity.• .; ,',.-, , ; .. ',' 

'.On the,night the Senate pussed the Clinton 
package. Seri,atof.Alan Simpson went on ABCs 

•! 
· "Nightline::lro diseuss ,tile.vote. There,~guest 

host 8rubam;Walters pr~<;sed Simpsoo'on,issnes\ I?Jhere. the Republicans, might join ranks with· 
Democrats i':l,the coming year. ~n:'ou're,gol!ig tu 
help on cntitlements?'tWalters, asked Simpson,

• who answered:,~'Sure.·But Al'Gore,rnlked 10 meI 
just after ,tl!e,electiQn ,nnd he" was',!alking,about 
spmething we a!1 ought,to talk about.- We have 
to do something with cost-of-HYing allowances 
for people~ 'iwc have to start means tcsting, we 
have·to d.o these thin~.and we nave to do it to
get~er',,1his ,is where you join ~ands and go over 
a cliff., "'I .;. .' • . 

I 

. Il's a leap-worth taking, and We hope Simpson 
is serious O;bout federal retiree pensions and 
about Social Security, According to the CRO, 
freezing Scxiial~urity COLAs .across Ihe m;ard 
for just one year ~O\1!d saVe a whopping $46 bil
lion by J998. Howevel~.wc believe in protecting 
tne person ,who's living on thc edge ant! genuine
ly needs a. ~OLA to keep.up with the cosl of liv
ing. Why nQl,pay Ibe full COLA for peoplc mak
ing less than, say. $20,000 it year, anu take it. . 
away from'those wHh more than S50.000 of .. hou:-:ehold'I~-come? According to data analyzed 

'by Phillip Longman and Ncll Howe for The AI
lantic in 1992, 20 percent of Social Security's 

I 

outiays-or·$S5 billion-:..go to households mak
ing more th:m S50,OOn. Take the COLA away 
from them and you save roughly $8.25,bHlion by 
1998, assumingJ percent inflation. "i- d' ./.'1, 
," ,Done with care.,this reclines divislons resulting 
from the fact that in the cightie$, Socinl Secmity. 
Medicare, and federal pension bcnefits.paid to 
households ,making over $200,OOO:'duublcd. 
Meanwhile, hnuschold:-: with lncomes less~than 
SlO,OOO josh7 ,perccilt of their fedeml benefits. 
The vote to tax 85 pcn::ent ofbericfits--and~Simp
son's remarks~hows thal there is a rcalistic,pos~ 
sibility we,can stopwa~ting money on Pcoplt; who 
are"lJren<,iy u,ffiU!!.nLlISec, 'The ,w'-2 Step.;'; JUliiCs 
Bennet,'Junc;(9Q Lk:t, :'; .~:.t· . \ •., ;~;;.~ L"'" <", 

l')<- Limit the. home mortgage deductitm.to a'set 
penenliJge.1Savings/$2/ billion by 1998•. !' 

'i Ho~e oWl!Crship IS so flitleh U, p<.ut of,the post
wM.American'world that youid.think only.an &l~ 
die, Haskell affecting U' Socialist pose ·would ,sug
gest the great picket-fenced mi_ddlc.c,lass is ripping 
the country off. But hom,cowncrl> can ,deduct 
mortgage interest expenses from their taxablc;irr 
come-::-even though homes d? not,prod.ucc,_any 
taxable income. The case for such deductions is 
based.;;n !the :'001: unreasonable' assumption that 
the·y.cncourage home,ownership and· improve~ 
ment,'ThaJ's! true, of· course. bul the. sile of Ihe 
current:dedu~tion,is generous by};:m)l!~tandard, In 
fact.:although no\othcr.kind,of consumer interest 
has been,deductible'since 1991, heme mortgages 
amt;'l!nt'to:u $50 billion yearly, subsidy fm,m all 
taxpayers to homeowners. 

Capping,fhe deduction at just $12.000 for sin
gle fifers.and,$20,OOO.per,joint relurn would 
quickly raise $21 billion, nod these limit$ arc 
higher than· what 95 percent of homeown_ers 
claim. ~f these caps ·were adopted, the CRO 
says, ·only mortgages of $250.0{}O or more 
would lose any of the deduction. and only 4 per
cent of new mortg<Iges in 1992 were in that high 
priced range. This,way .. only.lhose peoplc well
off enough to consider lUXUry homes or vncation 
houses. would be affectcd at nIL 
~ ·CancelllJe·.~pace .~ta'ion and lhe Super

cl111ider, Savings: $16.5 billiim by 1998. 
There's more nibbling going on around ,these 

two behemoth projccts Ihan at a lobbyist-spon
sored coeklniJ bulTet, bUT the cleat ansWer is \0 
be done with them both. The space statiO!) has 
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already soaked up $~ billion with no objective 
or end in "ight,olf NASA can't talkJo its own 
satellites. now can they host a permanent ,slumber 
party in space? The same goes for thc Supercomd~ 
cr,' the darling 'of DO~'t-TllX-But~Spend-in~Texas 
Senator.;: Phi! GramlTl'_and Kay Bailcy.HUlChisol1_ 
While Clinton reduced the size of the projects 
dmlkcd in rhetOric about i'smaller, 'more focuseu 
missions,"'lhere'ill'C t~ many prohlems b:tck here 
on Earth 10 justify ~h~ting'bilH()ns into sp..1ce'nnu 
inlo research about railioaelivc dccav_ , ." '. , 

,)II-'Freeze Medit'ar~ payments t~ "().vpilal.~ jor 
om: year; l()wer."subsidies to high illCHme recipi
ents,' Ntrip surgeon... 'ojtheir raises for Meaicarcw 

fUl1ded paJie;It,~" Sal-'iags: $22 iiillilln by J998. 
We are wary of pmposing,too much on Mcdi~ 

care because we hope the Chnton' health' plan, 
which will surely involve a restructuring of t-."lcrli-. 
care.~wil! give thc'rich and poor equal ;}ei;css:to 
the same level of care: Still, there ;ire it few m()l1~ 
cy~saving,steplnhat eould immediately be tuken, 

First"for all thc'squawking.:aoout the $56 bil~ 
lion"in Medicarc':'-cllis': thil>.~year, only the p~ 
grum's autumatic'gmwth was'somewhat limited: 
Frcczing"pllymcnts' to~hospitals ,produces' $15 
billion .in savings over five' yearstJJnd ·wouhl 
force' hospitals' to·be more 'cfficient."Housc Re
publicans'sc!):-;ibly proposed me:t'n:- lesling ',the 
Me(.hcare 'dcductible ,for beneficiaries' making 
over $100,000 to make them'pay the firsfS2.000 
of hospital costs 'instead 'of the CUI:rcnt S6~7,

'_''''' _•• -'1- "")" ,",' , _. , ,

Alw, cutung SubsIdles on MedIcare s supple~ 
mental insur,\Uce for couples making $125,000 
and phasing'the subsj~y,out for those making 
over S200,OOO would bring in $6 billion.. 

, One glaring mistake ought til be corrcctctl 
right away, In ,the 'budget' deal. Climon <.lnt! 
Congrcs~ rai::;cd'the s:<!vernment subsidy In one 
of the riches( sectionslof'iioeil.!ty: 'surgcnnii, -By 
il'lcluding ::;ufj;cons in't!le 8,9 percent mise iil the 
fcc schedule-mean' U.S. ·surgical, income is 
now $223,800, comrmred to'$lll ,500 for family 
doctors-the Dcmocnits caved to a rrllljor spi::.;. 
cial interest I-low's that for shared sacrifice? 

)to Rai.~e the estate iax and close tlfe !mgef~ 
of~dcatlt·loophole. Savings: about $8() billiou 
by 20110. i' 

As we have poinlL'ti out in recent i&«:ues of the 
mag'lljnc, the new way tJ get ricll quick in this coun
try is to inherit There's a $200 billion annuallnmsfcr, 

of v.wtb going on bef\yecn Nlby boomers and their 
parents, who are dyirig ofI. And 91 pcrcent'of cstates 
now go untaxed. Otanhrmg that and closing the angcl~ 
of-<lealh~!oophole which exempts capital h'3Jn.s, Ia.'(.on 
stock sold after it's inherited :would rm:'>C, by WIOO eg.. 

timates, S80,billion by the )'L"llt 2fXXJ. (See :'Bmthcr, 
Cnn You. Spare My BMW?" l?avjd Segal, -April 
f993, and '!The Sccret·SQlution to the Deficit," Paul 
Glm'!ris, Janll1;ll)'/Februnty 191-)1.1, 

:. Give capital:gains tax breaks ttl invest
mentsin'newjobs.·Savings:'billiolls, . ",,"" 

-The'rilOre'businesscs and govcmmcllls down~ 
size to, make themselves. efficient,-the more pc()ple 
wlll be out ofwort:.'This could have the terrible re
sult Of cutting the number of'cusloincrs these new, 
le311"corporatioDs will ihave":"';',md ,tbe nuolber of 
laxpayers for the'govetllmcnt~uilless'ncw plants 
nnd busineSses mi operiing to take up the slack:' " 

While CODgn-SS I"isscd'a break: for'small busi
nCS-.<i capital'gllins heldifor over five years; ifs illi~ 
pcr.Itive that Clinton keep his crunpaign-pmniisc-lo 
rcw:uil.'peOpJe who:invest'in job-producing stOcks 
nnd startups: ,!.Cross,the ,board; Now;- the ,tax :cocle 
makes. no distinction between 'tbelhivcstoriwho 
L.'lkes a risk ,by investing in a new conlpany 'mKl whO 
sells, say, five years 'mid !-o'O many'newjOb.~: Imer:md 
the speculatOr who buys 10:000 ~ 'of'AT&T on 
Mondaiand sclt~'thein'on Tuesduy,IThelfirst man 
dcserves'ri, tax break:'tfic "speculator.\ whD$C'in~.trid~ 
out ttading'CocourngcS company managers to maxi~ 
mire shOrt'tetm profits at,the eipensc of-tbe'jong.. -,.- .. 
tctlll1goodiofthe'Company (and; in Itic big piciuic~" 
of'the eConomy); shouldn't get:i brcak:Now, in
vcstorS'pay 28~perccri.t capital gains "regardless of 
whether iI's a job--pruducct or a speculation; making 
short termers pay the same higher rate on their stOCk 
deals th.,t they pay on ordinury'iucotl'IC will ~ve bil
lions.-And it targeted cut!wmtencoumgc investors to 
pUI~thcir money where it COtllllS: Invcslmcnls'U,at 
mean new jobs.lSec "No Dollars,'Common Scnsc," 
Charles Pcten;, December 1992.J ' ~" ~ 
. 'Our suggestions; added to what 'C:linton and 
Congress'did thi<:. year, come \0 about $610 billion 
by 1998, They aRk something of Ihe middle as 
well as the rich; wilho'ut both,' nothing can be. seri~ 
ously accomplished_ lbat said, we would not put 
all of these savings toward deficit reduction, 'A 
third of it. about $200 billion. should go to making 
good public investments in road$, education, 'and 
heaJ!h car~. Now Ih(1r:~ ren) chJ.lnge. '3 
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THE WHITE: HOUSE: 


WASHINGTON 


August 6, 1993 

MEMORANDUM FOR GENE SPERLING 

FROM: PAUL DIMOND 

StIBJECT: FOUR IDEAS 

1. ADDITIONAL SPENDING CUTS. The cursory review of Domestic 
Agency programs provided by OMB to me several months ago 
demonstrated ,that there was substantial room for more cuts -- if 
we have a clear policy focus. I believe that the Administration 
can get very serious about submitting substantial additional 
spending cuts to Congress this fall -- if the current FY95 Budget 
and Performance Reviews have a much sharper policy focus~ Stated 
another waYf ,Budget Review and Performance Reviews without policy 
direction may be able to cut fat, but they won't be able to cut 
entire programs that are wrong-headed and inconsistent with where 
the President wants to lead the country. The FY95 Budget and 
Performance Reviews therefore provide the only chance for the new 
Administration to get rid of what prior Congresses and previous 
Administrations have piled on the budget. Now tha~ the House has 
asked us to submit more spending cuts, the Administration has an 
open invitation to do what it otherwise might not have been able 
to do: put Congressional pork and entire programs that are 
inconsistent with the President's vision right on the table. all 
alone, before the full glare of the nation. That certainly 
provides our best opportunity to get rid of programs and cut 
spending that are counterproductive, don't work, or the country 
doesn't have the luxury have to af£ord~ 

2. ADDITIONAL' INVESTMENTS.. The spending cut feeding frenzy also 
means that we will have to become more creative in how to fund 
new investments to put people first! my suggestion is to create, 
forthwith, an elite working group to look at the potential for 
using the capital budget corner of the Credit Reform Act to 
finance new investments in education, training, lifelong 
learning~ worker transition assistance, and infrastructure~ As 
with the direct student loan program, all such investments will 
be scored for. budget purposes based on the current value of any 
subsidy and the default rate on repayment of the loans -- not on 
the amount of) the loan. Imagine if we financed same substantial 
portion of the DOL~ DoEd, EMS, and infrastructure programs on the 
basis of a stream of future repayments of current federal 
investment: we could reduce current spending substantially. while 
increasing current investments! GeneT this is a bargain that we 
cannot afford to ignore. That, of course~ is also the ultimate 
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charm of the direct student aid portion of the National Service: 
we just need to see how far we can extend the principle~ 
Remember, also, the current CBO Director is the primary proponent 
of this approach to budgeting and to real investment in our 
future; and there are other experts within CBO and OMS who could 
help us take,8 very close look at the full potential of this 
approach~ 

3. A HORSETRADE: FINANCING HEALTH CARE AND WELFARE REFORM WITH A 
CUT IN CAPITAL GAINS TAX FOR INCREASE IN CIGARETTE TAX AND. AS 
APPROPRIATE, THE ESTABLISHMENT OF A BTU TAX. Move basic health 
care plan costs entirely off of company payrolls (with a co
payment requirement) and increase our international cost 
competitiveness; give a shot to current tax collections from 
sales of investments and provide greater incentives for new 
investment; and move to a tax on consumption that promotes 
health and the environment. Enough said? Worth a shot? A 
different, hi-partisan coalition? Change the whole political 
dynamic? 

4. TENNIS AND POLITICS. As you know, I played tennis with 
Senators Breaux and Mitchell last week. Although I hardly 
brought my best game to the court~ I didn't embarrass myself 
despite the heat. Both Senators are sufficiently talented that 
we could get 'some good exercise -- and build a close relationship 
-- if you joined me in taking them on for a regular home and home 
series on the White House court and the Senate court. Similarly, 
I am informed by reliable sources that there are Republican 
Senators who might like to join us for a game of tennis: this 
COuld provide an opening to establish SOme beachheads for 
bipartisan action off the court. too. In your role as political 
head of the NEC~ I th1nk this offers an opportunity to get your 
game in shape that you can't refuse. You will have to negotiate 
use of the Court so that we won't be subject to bumping: that 
would be a political embarrassment of the first order. 

, 

I


I'll be in Ann Arbor through Monday. Give a holler if you need 
me. 

co Bob Rubin,. Bruce Reed 


