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; Q&A FOR BUDGET RELATED ISSUES

LONG-TERM ENTITLEMENTS:

-

i
Q: Can we admit now, that we have a ferrible problem with our long-term

H

entitiements and that the only way we are going to selve it is to cat benefits or raise

taxes or both, and that we need leadership to say se?
|

L8 Isn't it true if you want {o huave a hig agends; real reform, real doliars freed
for cducation and welfare to work, you are going to have to cot leng-term
entitlerments and make the CPl more accurate?

Q: {f long-ferm entitlements arc such important issues, why didn't you go before
the nation during the Inangural and will you discuss them in the State of the

Unianr? *

’2‘1’!R¥§E[P0¥i\¥’i‘ STRUCTURE:

1y Reeord: 63% cut, lowest of any major econonty in the world: political
courage: cost us in 1994 but good for the nation

l
2} Completely Committed {0 Historic Opportunity to Get Real hipartisan
balanced budget deal in 2002: Focus on irnmediate goal. Walk hefore yourun, |
will stress need for fong-term, but best first thing we can do for the Jong-term is 1o

get a balanced budget deal now.

3} Show [eadership on lang-term enfitlements by creating the conditivas for
hipartisan process that will actually get something done and net just do
speeches, Will take great strategic leadership. I will do that.

_f . I beheve that the first step must be to got astone agreement, but is
i cormmtted 1o working on the second step as well! 1o pull the nation
together tn a bipartisan process -- not with preordained answers,
but with an open mind and a willingness (o work together.
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G{EARANTE;E BUDGET IS SOUND:

:

l
'Can you assure us that we will get a CBO balanced budget, with no triggers,

backloading, accounting shifts or sther gimmicks: a real undisputed
balanced budget?

A

1
|

I'm not going to reveal the details of my plan today -- you will sec what our
Ebudgct plan will entail on February 6th — but here is what I will tell you today:
{
Best Predictor of future behavior is your recovd: If you want to know if my
plans are real, whether they will work, then ook at cur record. 'We've cut the
ideficiz 63%:; lower than prajected cvery year; lowest of any major economy in the
world: huge political risk that hurt us in 1994 but paid off for the American
cconomy.
j
Our Plan will be real, tough and credible:
f

1}y balance in 2002,

2) extend the life of the Medicare trust fund to 2667,

3) protect eur values and prioritics;

i
[l on backlouding, remind them thiy owr deficit reduction efforls have been front-
loaded: we have done 63% of the work in the first 4 years]

j
Follow-ups on,Budget:

Follow on Triggers:

{):

z‘&\:

’%’i?iii you present 8 CBO budget or will it be an OMR budget with triggers:

REPEAT ESSENTIAL ANSWERS ABOVE - stand by record

I

I'm saying that we will present a salid, strong budget that 3¢ halanced based on
szmmd assumptions that have proved accurate four years in a row

; B

[If CBO shows differences, we will show the precise steps we wall take to
ensure that the budget is balanced under either set of assumptions. |




Sccond follow-up:

O Se you are saying that vou will again resort to the type of triggery that mest
budget experts do not find credible?

A: 7 l'm saying that we will present a s0lid, strong budget that is balanced based
on sound assumptions that have proved accurate four years in a raw

I CBO shows differences, we will show the precise steps we will take to
cnsure that the budget is balanced under either set of assumptions. |

183 I you budget is so credible, why does it go up in the next year FY 19972

i

First, my Administration holds a candle 1o 50 one on brnging the deficit
down year after vear, Qur Administration is the only Administration singe
before the Civil War to cut the deficlt or improve our fiscal situation four
years in 4 row i on¢ single term.

Second, every vear sinee 1 have been in office, the deficit has gone down
more than prajected and growth has been ligher than projected.

Finally, while it is e that everyone's budget -- Pemocrats and
Republicans, OMB aad CBO - sce the budgot going up one year for
technical reasons « our budget will show it going down ssoothly (o zero
after that.

{Technical reasons include that in FY1397 we will maif ouwt one more mownith of
veferans and §51 checks than In most normad years, and seame Fower receipis than
expecred from S&L loan sales]

|

]
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2. ECONOMIC GROWTH

A

Al

3 CPI:

il

Is 2.5% growth good enough? Can we grow faster?
. I believe we can grow faster, if we take the steps we need 1o invest in the
productivity and potential of our people -- that means we need 1o continue
to cut the deficit to lower interest rales and spur long-term investeent - to
continue (0 invest in education throughout thetr Hves, which makes our
workers more productive, But for budgetary purposes, we have
consistently adopied conservative forceasts. These forecasts arc used 1o
project Federal revenues and outlays, and for such purposes we like to err
on the side of being conservative,

Evervone agrees that the UPl is overstated. The tssue is who is going to show
fendorship, Why don't you just state what we all Know which is that the CP

is overstated, and that it roust be fixed to balance the budget and help Social
Security and other benefits?

. First, I am deeply committed to the cost of living adjustment, because |
does not want o see people’s standard of living eroded.

=l Second, we are committed o gotling the most accurate cost-of-living
measure.

Third, we want {0 make sure that whatever s dong, it reflects the best
‘ broadbused agreement possible among the wechnical experts -- and 1s not
i. done for political or budget expediency.

e

Follow-up an CPI:

{Q:

But evervone agrees that there ix significant sversiatement. Why shouldn't
vou show some leadership and suy that if is oversiated and needs to be cut?

Repeat Essential of three above:

You are right that many economists feel that it is overstated, but there is real
di';wgrcz:mem about how much and what ts the right way to fix i1, So it makes
sense to give people time to study abl of the recommendutions, wd to start 1o see
if i{imc 15 & way a broadbased agreement can be reached among non-pelitical,
technical experts on the cost of living.

i
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ENTITLEMENT COMMISSION

O Arc you going fo appeint an entitlement commission?

. i have said that we need bipartisan processes for both long-lerm Medicare

i_ reform and long-term Social Securily reform. The exact structure, timing

E and process of appointments are all important details that T would have to

] diseuss with my team and would only propose after close consultation
wiih both sides on the Hill, However, we should not let this tssue interfere

i with the shott-term need for a bipartisan process w reform Medicare and
extend the life of the Trust Fund,

MEDICARE:

Q: Seme have charged that you demagogued the issue of Medicare during the
campaign, Now are you going fo show the nreeessary leadership to save the
program?

A: . We have always presented sound, prudent plans 1o reform and protect

Medicare. Last year, our plan was scored st $116 billion in savings. ]
disagreed with the Republican plan that included $270 billion in excessive
cufs and when | fearcd their fax cut of 15% could lead to even higher cuts
in Medicare.
. Now, the Republican’s plan has come down -« $138 hillion over 6 vears ««
s0 I'm lpoking forward o working in good fatth with both Congressional
| Democrats and Republicans to enact reforms which will extend the Trust
! Fund w 2007
. Cuy current plan is 2 serlous and real plan. 115 a plan that 18 good
health care policy, demonstrates our commitment to real reform, and
meets Republicans halfway.

Owr present plan meets four key principles:

1.} Protects our belief in Medicare as a program that protects our
values, and one that does not have excessive cuts that hurt hospitals,
put undue burdens on beneficiaries or weakea the core

integrity of the program. ’

. 2. Extends the life of the Medicare Trust Fund 1o a decade from
now,



i

3.} Maodernizes the progran by offering new private plan choices,
market-oriented reforms, and investing in new provention benefits for
heneficiaries.

4.3 Hard, salid number of Medicare savings that will contribuie to
deficit reduction and will be tough, but sound and beyond dispute.
It will be parl of a balanced budget plan that will resch balance i 2002

H

Follow: How cewme your Medicare cuts arc so much deeper this year, only
menths after yon criticized the Republicans for proposing deep cuts? Have
you flip-flapped on this issue?

»!

|

No. Our additional savings come from a range of policy changes, bat the
most notable increase in savings comes from managed care and home
health care, Recent evidence reveals that we can achieve tiore savings i
these arcas without nndermining the quality of services,

We helieve the latest Medicare proposat 1s sound policy ind moves
towards a compromise, meeting the Republicans halfway,

It also reflects the same principles that | have always advocated for
Medicare, We have consistently supported a plan that would modernize
the program, protect begeficiaries, and extend the life of the Trust Pund.

Your Medicare propasat has drawa criticism frem both Republicans and
Demoerats. Some Republicans say that it does not ge far enough in
addressing Medicare’s long-term problems while some Demoerats have

complained that your plan will dispropor{ionately hurt HMOs. lHow do you
respond?

Qur current plan is a sericus and real plan. It is good health care policy,

demonstrales our comumiiment (¢ real reflorm, and gwels the most recent
Republican plan hatfway.

Most of the responses have been encouraging. Several key Republicans,
including John Kasich and Bill Ascher, have praised our effertas o
“tremendous move.” {LUSA Today, 1/24/97] They have also said that it s a
plan that “brightons the prospects of gotting a budget agreement,”
['Washington PPost, 1722} Se Pm very encouraged and 1 ook forward 1o
working in good Laith with both Congressional Democrats and
Republicans and exiending the Trust Pund to 2007,



Every credible study has confirmed that we are significantly overpaying
Medicare managed care {CBO analysis, PPRC study, Mathematica
Research Study). In faet, these experts claim that we overcompensaie
managed care far beyond what our proposal suggests.

Moreover, our proposal does not even implement this reform until 2004,
giving managed care plans more than enough time to prepare for this
change. On a vational basis, the Medicare Trust Fund is losing money
in Medicare managed care beneficlaries.  As more beneficiaries choose
1o enroll in managed care plans, we will continue 10 Jose money.
Ciearly, the Medicare program cannot sustain thig loss.

While some reports say that we are overcompensating Medicare managed
care in particular areas of the county, there are also concerns about
insufficient reimbursement to managed care. How do you respond to this
cgiticism?

F

I will be proposing to have a *floor” payment rate o rural parts of the
country that will represent an increase in what they are now receiving. My
Administration is working on a pehey (o reduce the disparity between ngh
payment aid low payment areas. | look forward 1o working closely with
the Congress on this important issue.

You have included a home health care transfer gimmick in the
budget? How can you possibly dcfend if?

Let's be clear: our $138 billion number does not melude homne health care
transfor. The $138 billion is the et reduetion from the baschine that adds
ta deficit reduction.

The policy you mentioned was in our budget last year, and it was in the
House Republican budget in 199§ that every Republican i the House
voled for, and was policy prior to the 1980s,

Our overatl policy 1o shife 100 home health visits o not moke our
Medicare hospial frust fund responsible for i makes senser it protects the
Medicare Trust Fund 1l 2007 while not putting harmful culs on hospitals
that would hurt quality or put cxeessive burdens on beneficiaries -- while
balancing the hudget m 2602,
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Bagkground -

Originally designed as a post-acute care benefit for beneficiaries who had been hospitalizeg,
home health hag increasingly become a chronic care benefit, not linked to hospitalization. My
preposal restores the original split of hoine health care bengfits so that the first 108 home health
visiis following a 3-day hospitahzation would be reimbursed by Part A and oll other visity --
including those not following hospitalization - would be reimbursed by Pant B.

|

O Follow: If home health transfer is not a gimmick then why don’t you include

it as part of the Part B premium?

A . I have always been concerncd about cut-ni-packet costs for Medicare
heneficiaries. Older Americans spend, on average, 20 percent of their
income on health care and three-fourths have inconses lower than $25,000.
We have to be careful that as we reform the Medicare program, we do not

: place undue burden on low-income seniors.
H

Q: Wil you tell zentors -- at least high income sensors - that we can't be giving

thers this huge subsidy while we are passing debt on to vur children?

Al . Our plan incluades sound and prudent savings to strengthen the Trust

Fund, increase choices and competition, and extends the life of the Trust
Fand 1o 2007.

§ Fam encouraged by Chairman Archer’s and Chairman Kasich's
| comments on our Medicare reform plan and 1 look forward to working

in good faith with both Congressional Denwcrats and Republicans to
! protect Medicare,
. { am not phitlosophically against asking the highest income seniors to pay a

little more - in fact, in 1993, we asked high-income seniors to pay more
for their Part A benefits; so Pm willing o mnke those tough choices. But
we have also found that we can presend a strong and credible budgaet
. without haviag 10 start opening the door o preminm iNCrouses on
i Medicare recipients.
1§ 5 Fallow Up: But it's been reperied that you are moving towards accepting a
m{mnswtcsteé preminm increase,
Ar . I would have to carefully evaluate any proposal to increase premiuins on
Medicare beneficiaries. 1's important to renember that older Americans,
~ on average, spend on average one-fifth of their income en health e, |
want 10 make sure we don’t place any undoe burdens on sentors.

g
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6.  CHILDREN'S HEALTH COVERAGE:

Q:

What is your views of the Daschle and Kennedy plans to cover uninsured
children. Do you suppert these fferts and will they be tu our budget?

. After health care bill did not pass, | stated that we realized we as a nation,
i we had (¢ move in a more carelul, bipartisan step-by-siep fashion to get

] more Americans covered,

I

. Covering more children is a crucial step, because there are nearly 10

million children without health care, und [ applaud Seastor Daschle and
Rennedy for addressing this issue -~ and | applaud Republicans like
Senator Chaffer who have also kept up the interest in covering more
people.

[ car't go into the details of our budget, but | can iell you there will be
steps in there to cover morc children. [t won't be the exact same methods
propused by same of the others you have mentioned, but | hope we will be
able to work with both Demeocratic und Republican leaders to help more
children get health care coverage in a sound and sensible way,

7. MEDICAID:

1

Per capita cap? Seure liberal groups and governors arc upset?

Can't o into details right now, but our Medicaid budget will meet the following
four principles:

1) Protect the individual guarantee -~ critical for families with some one with
disability meluded; nursing homes, poorest claldren,

3 . ) . ‘
23 .Constrain long-term budget constraint: must have some safleguards against
entithcments exploding 1a outyears.

!
3} Reach out to cover move children who are cligible {or Medicmd

43 Give states {lexibility, while protecting quality.
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Q:

Follaw: How can vou sign on to additional Medicaid cuts when CBO has
projected that the Medicaid baseline will fall below what you and ihe
Republicans proposed last vear?

H
i

That is precisely the reason why our proposed savings for this year are fie
below the savings last year’s Medicaid proposal.

Even though the baseline is prajected to fall this year, however, we must
take precauitons to ensure that the Medicaid program docs not begin to
grow again at an unreasonable rate, as i did in the 19885, Our per caplia
cap pelicy will provide adequate safeguards for future years, and will
protect faxpayers as well as the Federal treasury.

TAXES/CAPITAL GAINS

)

LAl

Are you willing to forgo 2 tax cut to get balanced budget plan?

We achieved huge deficit reduction in 1993 and still gave tax cut to 15
enitlion hard-pressed working fumilies.

i behieve strongly that we can reach balance and give these targeted tax
cuis for hard working families to help them raise their ehildren, pay for
college and save for their futures, and § am commiited 1o getting that done
while balancing the budget. [Such tax cuts are giving & hit of a dividend to
average working familics from the progress made on the deficis so Tar ]

Are you snow considering a capital gains ax cut as 2 way of getting
yvour cducation tax culs or o get the Republicans to agree to u balanced
budget? )

Nothiog New: Have Propesed Targeted Capital Gains Tax Cut; [ said
nething new on capital gains. | am, of course, as I said, not philosophically
apposed to all capital gains because | have passed a small business
expansion capilal gains tay cut in 1993, and currently am proposing a
$30G0,000 capital gains exemplion for sales of primary residences.

Nothing New: Restated Opgosition 1o Expensive Proposals that Nat
Contribute to Economic Growth: | have steongly opposed in the past
proposals that | {elt were poor tax palicy, beganse as T nwentiened they did
pot contabule (0 cconemic growth or very ¢Rpensive relroactivity.
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I Stand by My Prioritics: Understands Republicans Have Their
Prioritics and Both Stdes Must Be Fiexible Ensugh to Listen to the
Other: | belicve that my budget is the right one with the right priorities
anc that the right tax cut package is one that focuses on targeted middie
class tax cuts and includes a $500,000 capital gains exemption for
homeowners. | understand that the Republicans have thetr prioritics and
that if we get 1o the negotinling table, obviously both sides will have to
have the flexibility o at least listen to the priortics of the other.

I have stated with all tax idcas that "we have to know bow is it going to
be paid for and what are we goiong to withont." In other words, for any
proposal we have to loak at how valuable it is to the nation, how it will be
paid and what priorities will have 1o be sacrificed to poy {ur something, |
have proposed what think is best for the country. T want them to propose
and then we will have to work it au,

Follow up: But didn't you specifically say that you were flexible to consider
an across the board eapital gains tax cut?

My message is that we have proposed what [ thinks is best for the country,
and I wani Republicans to do the same. Something that (s not in my
budget, I may strongly oppose being mehsded n a final deal -~ others |
mght be willing to consider in the context of negottations. | am simply
saying that both sides have 1o be flexible, and nof draw too many lnes in
the sand il we are going-to have fratful negotiations,

Will a capital gains tax cot be parct of a deal?

We belicve in our largeted tax cuts, and that is what we will be fighting
for.

That does include a capial gains ax eut for homeowners that says the firgt
$5G0,000 of capita! gain from sale of o primary residence will not be
taxed. -

In 1993, 1 passed smadl buginess capital gains tax cul for new snvestiment
beld for § years or more,

Bud we belteve in our tex cuts and we have so plans o support anything
else.


http:going.1O

15,

'
.
|

BALANCED BUDGET AMENDMENT:

Q:  lsa't the Domoeratic aliernative of excluding Social Sccurity in n balanced
budget amendment inconsistent with the fact that you include Social Sceurity
in showing your balanced budget caleulstions?

A [Summary] | believe this is an historic moment to just balance the budyger; We don't
need to-change the constitution, give people an exeusc fo not make tough voles later, risk
exacerbating o recesston, and put power to make cuts and budget choices in the hands of
judges. We need to balanced the budget now and what we need is the will — 5ot changes
to our Constitution,

. Unified budget was $290 hillion 1n FY 1992, and all apree that getting to zero by
2002 would be a historic accomplishment, and 1 is right 1o measure getting 1o
?}aiazmc in that way. ‘

. But I can certainly understand while those who care about Social Security would
be concerned that if you had a constitutional amendment that mandated exact
balance each and cvery year regardless of circumstances, situations could arise
where judges could impound Social Security checks, reduce benefits to comply
with this constitutional mandate, and that there could be some dangers 1o Social
Sceurity in the outycars and that people would want to provide pratections agalnst
that.

H

I%{}Ciz‘iih SECURITY

0 In the wake of the Social Secarity Advisory Report, you have ocither ruled fo
nor rufed out the privatization recommendations. Where do yau stand on
the issue of allowing workers to invest privately in the market u portion of
their contributions?

A . First and foremost, Social Security ought to e addressed within a
bipartisan process - as in 1983, This process should be ailowed 10 study a
range of options, but we will not support implementing ideas that change
Soctal Securly without careful study and review.

v There are somg concerns that would have to be addressed and fully
" analyzed, particularly in the volatility of cquities, before one made any
such decision, and the overriding concern is to make sure that we have a
protected and safe Social Security system well into the future.

12



JrT———————— R N

1. EDUCATION TAX CUTS/HOPE SCHOLARSHIP

Q:

You made your education tax proposals onc of the centerpicces of the
election. But many Republicans have expressed strong concerns about their
effects. Aren’t you concerned that one of the major elements of your agendy
may not pass?

No, In fact, my idea of higher education tax cuts has received substantial
support from both Republicans as well as Democrats. And ' very
confident that these proposals will pass the Congress because they are
good for America. They will increase enrollment, expand college access,
and make college more affordable. But { want 1o work with members on
both sides of the aisle (o ensure that our tox propesals are structured in the
best possible way.

It’s also important (o remember that over the past 13 years, the cost of
tuition at public colleges bas increased from 9% of the typical family's
ineotne o 14%,. Govenunent 1s not geing 10 (el schools they must lower
thedr costs or never raise their tuitions again. But what we can do is
provide middie-class families with a $1,500 tax cut o help make sure that
eost 1s not a barrier (o 14 years of education, and & 310,000 deduction for
higher education and training so 1l Americans will have the (ools
necessary o compete in the 21st century.

Wan't the Hope Scholarship fead to tuition increases linrting the poorest

kids?

»

[ want fo send the message that two years of ¢ollege should be as
automatic as | 1th or 12th grade today.

Our overall package -~ the 31500 tax cut for college tuttion, the §10,000
tax deduction for bigher education and tralaing, eur increases in direct
lending and natienal service and the largest increase in Pell Grants in two
decades -- are all important in making college more affordable and
promating a natonal ethic of volunteerizm and community.

Someone always argues that these tax cuts will have a siegative impaet ard
with colleges compeling more and more with cach other, they will take
advantage of these cuts. In {acl, with the average community college
being “free,” states will be under enormous pressure 1o Keep Lition cost
down. States will face competilion o keep costs of four-vear collepes
down - or face losing studends to competing colleges.
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