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* The President addresses a gathering of members of the
Building and Construction Trades to discuss his jobs plan
pending before the Senate.

PUTTIRG PEOPLE BEFORE POLITICSE;
THE ECONOMIC CA8E POR THE PRESIDENT’S JOBE PLAN

* For sixteen months in a row the unemployment rate has been
over 7%. Sixteen months. This is 2 jobless recovery with
no relief in sight for literally millions of working
Americans, and vwe must do gomething now.

* There are over one million less private sector jobs now than
there were before the recession even began. Last year more
businesses failed than any time in memory. Last month we
lost another 22,000 jobs, including fifty nine thousand
construction 3Qb$,

* There are now 16 million Americans who are looking for the
wages and the dignity of full time work but canneot find it.

* We’re not willing to say to the seven point one per cent of
Americans who are unemploved, to the millions more who are
under-employed, to the tens of millions of our youth who are
about to enter the j0b market, that opportunity is over in
america, that this is as good as it gets.

WHY THE SENATE BHOULD PASS THE CLINTON JOBS PLAN
* Our injitiative will create half a million new jobs in the

next year and a half, and that would reduce the unemployment
rate half a percent,



This isn‘t about an economic theory. It’s about tens of
thousands of men and women doing jobs that need to be done:
constructing highwaye and mags transit systems, repairing
bridges and building waste water treatment facilities and
sewer systems. It’s about building parks for our children.
It’s about offering 700,000 jobs to yournky people to provide
the opportunity that a summer job affords.

Americans are tired of Congress in gridlock and an economy
that doesn’t produce jobs. The Senate should pass the
Clinton Jobs plan and get the economy moving again.
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¢ The President announced today a compromise recommendation to
the Senate leadership on the -jobs stimulus bill intended to break
the gridloeck. while the jobs bill has the support of a madority
of Senators, it has been stalled by a filibuster over the past
SBVEBY3]l wWeeks.

o The compromise would invelve the following:

~=0OVerall budget authority levéls in the kill would be
reduced by 25% from $16.2 billion to $12.2 billion.
However, the jobs created by the bill would be reduced by
only 18%.

~-Unemployment benefits, highway programs, summer jobs,
childhood immunization, Ryan White program for AIDs victims,
construction of wastewater treatment facilities, food
safety, and assistancs to small business would be fully
funded. In addition, the President would target 5200
million for grants to local governments to provide
agdditional poclice protection.

--The remaining programs would be subjected to an across-
the~board reduction of 44 percent. Programs in this
category include CDBG, technology, sducation, science and
housing prograns.

¢ The President is reluctant to approve any compromise that
reduces the overall number of jobs created by his sconomic
plan. But his interest is in breaking gridlock and
junpstarting the economy, and his offer to the Senate
1aad§r5nip is designed with both okijectives in mind.



Quastions and Answers [not for distribution)
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Does. the Administration have any Republican support for the
compromise proposal?

The President hasg recommended a course of action to the
Senate leadership in the hopes of moving forward his jobs
bill. The specifics of this proposal were not discussed in
advance with Republican members.

Is this proposal a first proposal in a series of
negotiations or does it represent a final offer?

Negotiations cannot be conducted with only one party. The
Republicans have not offered any alternatives to the
president’s jobs bill, Reluctantly, the President has
acknowledged the procedural difficulties faced in the Senate
and has offered a compromise position that achieves some but
not all of his economic cbjectives.

Will this proposal survive the Senate?

Tt is our hope that the preposal will be adopted as the
Mitchell/Byrd substitute and pass the Senate,

Why did the Administration exempt certain programs from the
across-the-board reduction?

The President was forced to make difficult choices amongst a
series of priorities. The programs selected for funding
included those where funding in fiscal 19%3 is most
desperately needed. We will continue to press for funding
of those programs subjected to the acroess-the-board
reduction as part of our long~-term investment strategy in
the fiscal 19%4 and subseguent appropriation bills.

What has the Administration been doing over the recess to
generate additional support for the jobs bill?

The President has spoken several times on the need for the
Zeglslatzon and the reasons for specific program increases.
Senior White House afflﬁlals, Cabinet members and others
have discussed the economic penefits of the proposal with a
number of Republican members and urged théir support.
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FULL FUNDING OF HEAD START:

[

Children who participate in Head Start do better in school and become more
productive as adults. By giving them the caring, stimulating environment they
need, Head Start:programs enable at-risk children to become problem-solvers
lnstead of problems. Thousands of parents and selected studies have testified
to the progran’s! success, but for years our government -- despite promises ~--
has failed to make Head 8tart available to all the children who need it. With
this initlative, one of sur country’s most cost~effective programs will become
far moras widely available and help change countless lives.

The administration’s goal is to move swiftly on a path towards full-funding for
an estimated 1.4 million eligible disadvantaged children.

In its stimulus package, the Administration is also proposing a Head Start
Summer Program to enroll up to 350,000 disadvantaged children this summer. In.
addition, the President’s proposal pays for related programs, such as Head
Start-related Chlld care feeding to pay for meals at Head Start centers and
Head Start related Medicaid to fund new entrants in the Medicaid program:
resulting from Head Start expansion.

FULL FUNDING QF WIC PROGRAM:

If our natieon is going to progper, our children will have to grow up healthy,
not hungry. This special supplemental food program for women, infants, and
children (WIC), helps make sure thsy deo.

The Administration aims to expand 1393 funding t¢ serve an additional
300,000 participants ¢his yvear {mostly children sges 1-4). By the end.
of 1996, all eligible children ages 1 to 4, including some 2 million
who were not served last vear, can be assisted with the proposed.
investment of $1 billion in 1997, $2.6 billion over four years.

EDUCATICON REFORMS AND INITIATIVES:

All American children need greater access to better education -~ not just to

make the American Dream more available, but to make the American economy more

ptoductive.
These initiatives will provide $2.7 billion in 1997, $6.2 billion over -
four years, bto support reforms and reauthorizations in elementary,
secondary, and postsecondary education, including state and local.
systemic reforms, a new SAFE Schools program, student assistance
program improvements, and support of Historically Black Colleges and
Universities.
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The President also proposes an expanded Chapter 1 Summer School progranm
this summer for educationally disadvantaged children.

EARNED INCOME TAX CREDIT (EITC):-
|

In America, no cone who works should have to raise a family in poverty. The

EITC currently provides refundable tax credits to low~income working families
with children. By expanding the EITC, we will assure that a family of four
will not be forced to live in poverty, if one of the parents works full-time at:
a minimum wage job.

TEMUNIZATIONS:.

The President’s plan to increase childhoed vaccinations te help fight against-
resurgence of preventable childhood disesses will immunize one million children
during the summer of 1993 and will ensure that the United States guarantees
immunization for all its children.

H
Ag a result, Americans will not have to face §10 in aveidahle health
care costs for every $1 we should have spent on vaceines. The
Mninistration proposes to award $300 million to support a community--
bagsed effort to finance vaccine purchases and education and cutreach
canpaigns.

This program will help to raise the Nation to the standards of child
immunizations set by other advanced countries, which we have fallen far behind.
Too many families are deterred by outrageocusly high costs from having their
¢hildren immunized. The President intends to end that problem.

The President will direct HHS Secretary Shalala to enter negotiations with drug
manufacturers to assure that states can purchase the vaccines they need at~
affordable prices. And the health care tasgk forece is preparing legislation
that will guarantee the immunization of every child.

JOB CORPES, YOUTH EMPLOYMENT AND TRAINING, AND APPRENTICESRIPS:

The Job Corps px&gram provides remedial education, cccupational skills
training, supportive and job placement services to severely disadvantaged youth
in its network of 110 residential centers. The President would provide
regsources to increase the size of the Job Corps program by 50% by the vear:
2001 increase the number of participants to 104,008; finance 50 new
residential centers; and repair and renovate existing centers.

A i
The Summer youth employment and training program (SYETP) offers economically
disadvantaged youth work experience in public and nonprofit agencies during the
sumneyr, This summer, the President would add 700,000 summer jobs. (ver the
succeeding four years, the proposal includes a $2 billion investment in this
program to provide Z million additienal summer youth jobs, including an
enriched program of work experience, basic skills training, testing,
counseling, and closer coordination with schools.

For high school youth whe do not plan to attend college, the President’s



proposal includes a nationwide system of school- and work-based learning
programs in order to reduce drop-out rates and help them make a successful
transition to meaningful careers in technical occupations.

I
1

PARENTING AND FAMILY SUPPORT:

These initiative$ stem from a simple reality: governments don’t raise children;
parents do. These proposals will empower parents with the skills and the tools
they need to help raise their children.

They will suppoert disadvantaged parents, including activities to help
then work with their children at home and parenting classes, with an
investment of $500 million in 1997, $900 million over four years.

|
CHILD SUPPORT ENFORCEMENT:
1

Of the over 10 million women living alone with their children, only half have
child support orders and only half of those women receive full payment. Child
support enforcement will be strengthened by streamlining paternity
establishment; using the IRS to collect seriously delinquent child support;
making sure that absent parents who can pay child support do; setting up a
national registry to track down deadbeat parents; requiring employees to report-
child support obligations on IRS W-4 forms; and improving medical support for
children.

L1l



MEMCRARDUM
8/6/93

TH:  Kathy Mays
Office of Domestic Policy

FR: Lisa.Mortman
Office of Maedia Affairs

RE: REGIONAL ROUNDTABLE WITH BRUCE REED ~-
TOMORROW, MAY 7, 11:00AM
BT T AR e prneee sy
:

Here is a list of reporters confirmed for tomorrow’s roundtable
with Bruce. I will clear them in and escort them up to your
office. Please thank Bruce for making the time available for us
~= w@ appreciate it very much.

Bill Hersey ~ AKron Beacon-Journal

Tom Brazaitis - Cleveland Plain Dealer
Roger Lowe - Columbus Dispabcoh

Tom Price - Dayton Daily News

Jack Torry - Toledo Blade

Randy Wynn - Thompson Newspapers

|
**T am still walting to hear who Crain‘’s will send. As soon ag 1
hear back from them, I will let you knowhs
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SUBJECT: Talking Points for Trip

%

For Internal Use Only
May 6, 1993
TO: Media Affairs Staff

Tom O’Donnell
Bruce Reedy~”

FR: Jeff Eller
Kim Hopper
RE: Haxt ¥Week POTUS TRIP

On Monday, Tuesday and Wednesday, the President will travel to New York and
the Midwest to talk about his economic plan. BAs you know, we are
arrainging press roundtables on Friday with reporters from those states to
“pre-set™ the nessage of the trip. Below are soms guidance points for
those roundtables and for the trip. Until the schedule is publicly
announced, you should consider the trips sites as subject to change.
However, the message remaing the same.

Monday, May 10: Cleveland, Ohio

* The President’s address will focus on hig egononmic vision for
America.

* The President has a balanced economic program that will c¢reate jobs,
cut government waste, control spending and invest in the future of America.
He is going outside of Washington to bring his economic plan to the people
who have the most at stake. .

1

* This economic plan is not about the Republicans, Bob Dole ox
partisan battles but about real people around the country who are hurting
economically. -

Tuesday, May 11: Chicaqo, Illinois



* The President’s speech will focus on standing up to the special
interests that are standing in the way of econormic progress. The President
is making the tough cholices for the future of the country.

* The President will fight 1o protect the national interests of
hardworking, middle-class Americans over the sgpecial interests who want to
protect the status~guo. The President understands that good jobs at good
wages will not be created by doing nothing. The econonic health of the
country and the futures of wany American are whalt’s at stake.

* The President will represent the interest of the people -~ the

national interests --~ over the power of the special interests. He will
represent the national interests over those who say do-nothing. The
President’s economic plan is a plan of action -- a plan that takee a new

approach to job training, diversificatien, technology and investments in
people.
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TALKINC POINTS: TOUGH CHOICES IN THE CLINTON ECONOMIC PLAN

May 5, 1993

UNPRECEDENTED CUTS

On February 17, the President presented the largest line—by-line deficit reduction
package in history. This was not like 1990, where the President at that time was dragged to
the table and;where tough choices were made only in conference or "summit." President
Clinton has gone out on a limb and made tough, painful choices. Look at how many tough
cuts and revenue raisers he proposed that no one has managed to do before:

The Energy Tax: The President proposed a broad-based energy tax on all types of

energy, based on the energy content of the fuel (measured in British Thermal Units or

BTUs). The new tax will raise $18.3 billion in 1997, when it is fully phased in. Our

major competitors rely substantially on energy taxation to raise revenues and conserve

energy. In most Western European countries, 60 to 70 percent of the cost of gasoline

is tax. [Energy Prices and Taxes, International Energy Agency, 4th Quarter 1992]

During the 70's and 80's there were some efforts in the U.S. to raise an import fee,

gasoline taxes or other oil product taxes to improve transport infrastructure, to enhance

national security or to reduce the deficit.

Reliance on cheap energy is greatly increasing our trade deficit, compromising our
sccurity and degrading our environment with harmful greenhouse gases. But
proposing an energy tax to accomplish these things takes guts ~~ because people don't
like taxes, because the energy tax history has been abysmal, and because the interests
that have traditionally blocked or gutted such measures are still out there. Indeed, we
arc facing a multi-million dollar, industry campaigns to defeat the proposed tax.

Medicare Savings: The President proposed 32 specific cuts in Medicare spending for
a total savings of $38 billion over four years. These proposals for controlling health
carc costs are short—term savings proposals that focus on providers rather than
beneficiaries.

The President's proposed Medicare savings focus on providers rather than on
beneficiaries. Those proposals take on doctors and hospitals, and it is always difficult
to reduce government health care costs. But rising costs are a major contributor to
increases in the deficit, and they must be controlled. The President is taking on that
challenge.



:
Social Security Savings: Up to 50 percent of Social Security benefits are currently
included in taxable income for those recipients with income and benefits exceeding
$25,000 for individuals, and $32,000 for couples. President Clinton proposed
including up to 85 pereent of such benefits in taxable income for those with income
and benefits exceeding the current thresholds.

This affects the 22 percemt highest~income Social Security recipients, who already pay
taxes on benefits. It takes guts for an elected official to make any proposal regarding
Social Security benefits, But President Clinton is committed to substantial defictt
reduction, and that requires taking on entitlement programs, Retirement programs,
particularly Social Security, make up 50 percent of entitiements. The President has
rejected proposals that would harm those who are most dependent on Social Secunity
benefits for their livelihood, However, he is asking that Social Security be treated like
other Tetirement programs for those who are most able to afford it. He belicves most
seniors are willing to accept this proposal to help our children and grandchildren in the
future, But he has taken on a very tough lobbying group in making this proposal.

H
i

OTHER EXAMPLES OF TOUGH CUTS

Rural Electrification Administration Cuts: Despite coming from a rural siate thai
benefits from the REA, President Clinton proposed maintaining ¢lectric and telephone
Ioan levels but eliminating loan subsidies on most REA loans ~— for an estimated
savings of $374 million over four years. REA has performed valuable service for this
country, but the Joan subsidies have outlived their usefulness. This proposal proves
that the President is willing to take on unjustified subsidies without regard to parochial
interests.

i

‘Background: Historically, this is the kindest cut of REA proposed in the last
12 vears. Reagan proposed eliminating the whole agency and Bush proposed
to cut loan levels as opposed to interest subsidies. Most likely we will be
compromising at roughly half the proposed cuts. Rural atility cooperatives
“argue that the proposed cuts are unfair because subsidies to other types of
utility providers were not cut.

Direct Lending for Student Aid: The President has proposed a phased-in switch to
direct lending from the current guaranteed student loan program for savings of $43
billion in outlays over five years. The Bush Administration threatened to veto the
reauthorization of the Higher Education Act last year over a pilot program to test
dircct lending. President Clinton is taking on powerful banks and others who want (o
continue to receive risk~free profits so that instead those funds can be used to reduce
the deficit, while students are given incentives to perform national service or other
meaningful work.



Cuts affecting Federal Employees: Before asking other Americans to participate in
deficit reduction, the President has first demanded that we reduce the cost of
government. He expects to save over $30 billion by

¢  ordering reductions in the Federal work force of at least 100,000

] freezing pay for federal workers for one year and then reducing annual raises
through 1997
® | ordering a id-percent cut in administrative costs

. reducing the White House staff by 25 percent

® reducing the number of automobiles and other privileges available ro high
* office holders v

'b‘“""w x
bviously, it's pot plcasant or casy Tequésting cuts that impact federal workers. But

N the President is asking everyone to sacrifice. T

Auction the FCC Spectrum: saving $4 billion over four years. As the New York
Times! pointed out on March 21, 1993, "the Clinton Administration s pushing hard to
auction off what is arguably the Federal Government's biggest remaining free-lunch
program for the rich: rights to the airwaves of the radio spectrum.®

Auction proposals have been around since the late 1950 and have been debated ever
since. Previous Administrations repeatedly tried and falled to enact auction legislation.
No one likes the idea of paying for something they used to get for free, and 2
powerful array of industrics has opposed this in the past. This year it is going to
happen.

Reduce Export-Import Bank Credits —- saving $153 million over four years. [will
receive info from OMB fomorrow morning]

Consolidate overseas broadeasting: saving $644 million over four years. {will
receive info from OMB tomorrow morning]

Restructuring the Space Station program: [will receive info from OMB
tomorrow morning]



CLOSING SPECIAL INTEREST TAX BREAKS

Deny lobbying deductions: saving 3700 million over four vears. Current law
perimits businesses -~ and only businesses ~~ to deduct expenses for lobbying the
Congress. In proposing to end that deduction, the President is taking on virtually
every major industry as well as practically every major lobbyist in Washington. No
President has ever made a serious effort to eliminate this deduction.

Cap the possessions tax credit for American corporations in Puerto Rico at 65%
of wages: saving $4.8 billion over four years. This provision of the tax code is
widely acknowledged to have been abused for years by cerfain multinational
corporations. For ten years people have been criticizing the flaws in this tax credit.
Other Presidents have proposed to limit it, but none have had the courage to follow
through. President Clinton is taking on the multinationals and intends to limit the
credit and thereby end the abuses. -

Background: In 1985, President Reagan's blueprint for tax reform was
submitted to the Congress proposing a replacement of the section 936 tax credit
with a wage credit {this is very similar to what the Clinton Administration is
 now proposing). The Reagan Treasury document noted the disproportionate tax
< benefits provided under section 936 to U.S. companics that contributed
< relatively Httle to the Puerto Rican economy. Before Congressional action on
r the tax reform bill, the Reagan administration withdrew its proposal, thus
failing to address the abuses it had identified.
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CHARGE: The Clinton Budget Program will hurt the American w«wv[MC
economy .

REBPONBE: Blll Clinton and his economic vision boosted the
nation's economy from Day One -~ literally. His victory in
the Novembar election spurred consumer confidence.

CLINTON VICTORY BOOSTED CONSUMER CONFIDENCE

“They all point to the same, cautiously positive economic indicators: recent increases
in consumers’ inflation~adjusied income; lower uncmployment; increased consumer
confidence following Clinton’s election; and an increase, in November and December,
in the government's chief economic forecasting gauge, the index of leading econoniic
indicators. [Seattle Tumes, 12731/92]

1 tim’zie: there was a fover in this country, I call it Clinton-mania, which Qvewheimeé
shag}pcrs during the Christmas season, particularly in the {ast week,’ says Alap
Millstein, the ascerbic publisher and editor of Fashion Network Report, an industry
publication.” [Sgattle Times, 12/31/92]

"Some economists say they feel that the political changes in Washington have added
to consumer confidence. "People tumed on the TV during the Clinton [economic)
summit and saw the best economic minds in the country trying to tackle our
problems,” says Jack Schultz, president of the Nationa! Retail Federation. Tt made

them feel things were going to get better.” [Christian Science Monitor, 12/30/92]

"Spurred by consumer confidence that took a tumn for the better after the presidential
election, Americans spent more and bought smarter than during any
Thanksgiving-to-Christmas season since 1988, economists say.” [Christian Science
Monitor, 12/30/92]

“Dealers said U.S. consumer confidence figures for December due out later in the day
could further boost the dollar, reflecting improved U.S. market sentiment following
Bill Clinton's presidential victory.” [Agence France Presse, 12/28/92)

"Today's figures on comsumer confidence from the Conference Board are expecied o
show a continued upward trend in December, following strong growth after
president-elect Bill Clinton's victory in November.® [Financial Times, 12/29/92]

*Prof. SOLOW: Well, T think the little blip we saw in consumer confidence was
probahly mostly a reaction to the election of Bill Clinton. People have expected him
- and I think stitl expeet him ~ to do a lot better than the Bush administration.”
[ABC News: Business World, 12/27/92]

"In one sense, President-elect Bill Clinton already has delivercd. Americans feel
significantly better about themselves, their country and their future than they did just
two months ago, according to polls and interviews with voters across the country.,



“I'm confident,' said Sue Barry, 52 of Montara, Calif. 'For the first time in 12 years [
have a hopetul view of the future.’

H

£
“Asked whether she thought the country would be better off a year from now under
Mr. {iizzzwn, Ms. Barry veplied, 'It's better off already.’ Consumer confidence is up,
more ' Americans believe that the country is on the nght track, and Mr. Clinton gets
high marks for his transition decisions. Forty~five percent of Americans now say the
nation is headed in 'the right divection,” while 32 percent say the nation is on the
‘wrong track, according to a recent NBC/Wall Street Journal poll.

"Just two months ago, between 70 and 80 percent of Americans answered 'wrong
frack’ gz{} 3 similar question.

"The first indications that the United States might be pulling out of a stubbomn
recession came before Election Day; most of the indicators that are exciting
cconomists these days alrcady were improving during President Bush's watch.” [Dallas

Morning News, 12/26/93]

"Then in November, My, Clinton’s White House win touched off 2 minisurge of
consumer confidence, filling hotels, restaurants and stores with pent-up spenders and
promiising New Yorkers some longer-term relief.” [Crain's New York Business,
12/21/92]

"Consumer confidence jumped in November after Clinton was elected, but Curtin said
Clinton must act fast to sustain that upward trend. [Gannoett News Service, 12/20/92]

"Economists had anticipated some rise in consumer confidence following the
November glection, figuring the incoming Clinton administration would inspire more
Americans to believe the future would improve. A key reason for Clinton's victory was
discontent over President Bush's handfing, of the economy, which in recent years has
beern marked by high-profile layoffs in a range of industries, stagnant incomes, heavy
debts and some of the slowest growth since the Great Depression.” [Associated Press,
12/30/92]

"Consumer confidence jumped for the second straight month in December, helped
along by continuing positive economic news and the afterglow of the Clinton

election.” {Newsday, 12/30/92]

"Without doubt, there has been a Clinton effect on the polls, just as there was a
Persian Gulf effect,” said Richard T. Curtin, director of the University of Michigan
Consumer Surveys, referring to the brief surge in consumer confidence and economic
growth in 1991, after the gulf war ended. 'People have a firm cxpectation that Clinton
will do something to stecr the economy to better times. It is the anticipation of the
change that has provided the initial stimulation, and it can wear off quickly." [New



York Times, 12/15/92]

“if, as many cconomists say, the ecopomy has shifted gears and 8 on a generally
steady path of 2% to 3% GDP growih {at an annual rate) cach quarter, the pace has
picked up for a number of reasons. Ameng them:

~ The election is over. People are no longer thinking about how bad things are and
can look to Clinton to do something about the cconomy. 'Just the change in
leadership is giving {consumer) confidence a fairly significant boost,’ says Kim Rupen,
economist at consultants MMS Intemational.” [USA Today, 12/14/92]

“Those views, on the eve of Clinton's economic summit in Little Rock, Ask., last
week, surfaced in 2 New York Times/CBS News poll of 499 senior executives in carly
December and in follow~up interviews with a dozen of them.

“The poll results and the interviews both revealed some enthusiasm for the new
president. While 53 percent of the executives voted for George Bush, a whopping 71
percent said he had not displayed as much concern for the economy as Clinton had
during the campaign.

“And 81 percent said the Clinton clection has mcreased consumer confidence and
spending.

“Clinton will speed up the cconomy initially because he has a lot of people feeling
good," said John R. Albers, chairman of the Dr Pepper-Seven~Up Companies, the
Dallas—based concern that makes the concentrate for the two soft drinks, A lot of
people, including myself, would have preferred Bush as a proactive president, but he
was not. Chinton is satisfactory, he is proactive, and we will see what happens.”™

[Houston Chronicle, 12/13/92]
i
"This is NPR, Laura Koy, newscaster,

"Some business leaders say President-ciect Bill Clinton has already belped the
economy. A new survey of exccutives shows 80 percent believe My, Clinton's ¢lection
has boosted consumer confidence and spending, Most of the business peopk: say they
voted for George Bush. The exccutives were unclear on deficit seduction.  Most said
the government should not raise the deficit to create jobs. But then 63 percent said in
the short run, it's more important for Mr, Clinton o create jobs than reduce the deficit,
and 62 percent did not believe that in the long run, the president-clect will be able to
do both——create jobs and cut the deficit. Mr. Clinton opens a two~day conference on
the economy tomorrow in Little Rock. Lanra Knoy, newscaster:” [NPR, Weekend
Edition, 12/13/92)

“Demetrios Giamnaros, a professor of economics at the University of Hartford, said the
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latest data indicate that people in the state were ready to spend their money again.
‘Consumer confidence is up, and | personally think it has a ot to do with the fact that
Bill Clinton was elected President,” Dr. Giannaros said. 'People seem to feel he is
going 10 take charge of the economy, and his leadership will comrect the economic
problems. If people have faith in the future, they are willing to spend some of their
money. If they are really afraid, they. won't.” [New York Times, 12/13/92]

. "Ed Kerschner [chicf investment strategist, PaincWebber] also sees stocks as attractive
relative to intercst rates, and he projects that they should offer an average normal’
return of 10 percent in the 1990s. "Research shows that consumer confidence drops
whenr an incurnbent wins and rscs when an incumbent loses, ssid Kerschner, ‘and,
contrary to conventional wisdom, Democrats are historically better for the market than
Republicans. The difference comes in the fisst year of an election cycle, when a
Republican market is up an average of 2 percent and a Democeratic market an average
of 12 percent during the post-clection year.™ [Business Wirg, 12/11/92}

. “fack Albertein (Economist): We're getting a bump in corsumer confidence as a result
of the election of Governor Clinton, The election has ended the uncertainty, and [
think it's convinced the American people that the new president was going to focus
OR-=Of LCOROMICS, o1 economic concerns, and so I think people are a little..." [NPR,
Morning Edition, 12/11/92]

CHARGE: Clinton's fiscal stimulus plan = pork bamel. Hig $16 billion "emergency jobs®
package 1§ a return to politics as usual. The package is loaded with special~interest spending
that will benefit politicians, not workers:

RESPONSE: President Clinton's plan is anything but politics as wsual. “He has
proposed the single largest deficit reduction package in American history —- $500 billion in
deficit reduction - and listed more than 150 specific spending cuts. On the other hand, the
Republicans hide behind budget~cutting rhetoric, while they try to cut backroom deals to
provide home state pork for their constiiuents.

For example, according to the April 19 issue of US News and World Report:

. While Slade Gorton called the stimulus plan an "irresponsible proposal™ on the
Senate floor, he was lobbying behind the scenes for "vital projecis” including
$30 million for four natural-gas buses for Seattle and $50 million for rail
mprovements.

His cxplanation: "1 don't want the money spent, but if it is, [ want to make sure
my state gets its fair share.”

* Bob Dole wrote to Senatc appropriators sequesting more than $25 million for
transportation projects. Mated it was his "preference” 1o pay for these within



the budget limits, but just in case that didn't happen, he supported these items.
Dole did say he was against Kansas pork requests, including playgrounds and
trolleys.

* While criticizing CDBG’s in the President’s package, Phil Gramm wrote
Seczcmry Cisneros for a fairer distribution formuia to fund more projects in his
region. "I have never been a fan of this program,” Gramm contcnds "But if
it's allocated, I want some of it to go to Texas"

* chmbizcans are playing the same old game supported hlghway and infrastructure
investment in the past; they should support it now.

Bob Dole supported the highway bill as "creating 4 million jobs". [News
. Conference Federal News Service 11/27/91]

Phil Gramm said: "How can having a highway bill be controversial? --a bill
» that would create tens of thousands of jobs." [Federal News Service 11/27/91]

Boh Michel said "thank heavens” for such a "job creator” bill, [11/27/91]

Newt Gingrich said that "the highway bill is undersold if yon look at the job
, creation of the construction jobs...it is a "net job creator” and that we had w0
_recognize the second and third-order job creation opportunities.” [Federal

News Service 12/18/91}

ON HEAD START, WIC, JOB CORPS:

Last vear, Dole co~sponsored a $2 billion measure t6 boost funds for Head Stant, Jobs
Corps, and WIC., "These programs... are among the best weapons we have in our fight
against poverty,” he declared. {San Francisco Chronicle, 8/31/92]

Iohn (:haffcc said, "1 believe we must go a little further in fiscal year 1993 if we
intend 1o provide full funding for WIC and Head Start... We know beyond a shadow
of a doubt that these programs are successful.” [Congressional Record, 5/19/92)

COMMUNITY DEVELOPMENT BLOCK GRANTS:

Phil Gramm proposed an amendment to increase CDBGO funds for Texas and other
states by changing the formula for distributing funds from a need-based one to a
population~based one. "I'm trying to right a terrible wrong in the aliocation of
money.t.. Texas gets cheated by the current formula,” he said. [AP, 6/27/90]

**Ij};;rmg votes vesterday, the Senate defeated 63-335 an amendment from Sen. Phil



Gramm that had the potential to kill the housing bill. 1t would have changed the
formula under which Community Development Biock Grants are distributed to states.
Under current law, the 33 billion for programs ranging from new senior centers (o
town road vpgrades is distributed to the states based on need. Need is determined by
such factors as poverty levels and the age of housing in 2 given community, Under
the Gramm amendment, distribution would have been based on population.

""What | am trying 10 do bere is come up with a formula that makes sense,’ said Mr.
Gramm, Texas Republican, who said since high-population states pay most of the
federal government's bills, they should receive most of the benefits.” [Washington
Times, 6/28/90]

i
CHARGE: Bottom line: most everyone will pay substantially higher taxes next year. The
non-partisan Tax Foundation has accounted for all the Clinton faxes and has calculated that
the average tax increase for a family of four will be §904.

RESPONSE: Wrong. Actually, the Tax Foundation says that the average per capita
tax increase is $326 ~- that is, for all income levels. The Republicans arrived at their
3904 figure for a family of four by simply multiplying the per capita figure by four.
In fact, a family of four would be more likely to have two wage-earners —- thus a
$452 tax hike - or less than $40 monthly,

Most importantly, of course, is that middle~income families would pay less than that.
The overall average is not as significant as the average within income groups.

CHARGE: "Despite sharing Ross Perot's concern about foreign lobbyists during the
campaign, the President's pick for the number three position at the U8, Trade Representatives
office is registered as a foreign agent for firms in Mexico, Canada, and Japan, and a lawyer
who worked for Mexico in its trade talks with the US. is expected to oversee the State  *
Department's trade office.”

RESPONSE: President Clinton's commitment to closing the revolving door is as
strong as ever. On January 20, just minutes after being swom into office, President
Clinton issued the most stringent ethics code of any administration in American
history:

The ethics code

» prohibits over 1000 top officials from lobbying their former agencies for
fivg_years after leaving govemnment. Current law himits such contact for
pNe year.

. imposes a lifelime ban on senior officials becoming registered foreign

: agents for foreign governments or political parties; and

* in addition, requires lower level trade negotiators o sign a pledge not 10
lobby for foreign governments or business entities for five years



following participation in a negotiation.

CHARGE: Despite making Paul Tsongas' support of (and his opposition to) an energy tax a
deciding factor in the New Hampshire primary, enactment of a broad-based cnergy tax is a
pillar of President Clinton's economie program.

RESPONSE: Unlike the Tsongas and Perot gasoline tax proposals, President Clinton's
encrgy tax is a part of the most progressive budget package ever proposed. 70% of
the revenues are paid by those making more than $100,000. Overall, the President's
plan would hold harmiess familics with incomes of $30,000 or less. The average
family's tax burden would increase by only about $17 per month.

Some reports indicate that middie class familics can save more than $1,000 in
morigage costs from lower interest rates resulting from the Clinton plan.

In aﬂézzzen, the President’s energy proposal will conserve resources, decrease
d&pcndcrzw on imported il and reduce pollution.

CHARGE: Dunng the general election, the Clinton campaign mocked the Bush campaign
claim that pa}'ing for his programs would entail taxing Americans making as little as $30,000
per year. As it turns out, that cstimate of the income level was too high.

RESPONSE: During the campaign Bush said, "To get to 150 billion, even with his
other plan governor Clinton would have to raise the tax rates on every individual with
over $36,600 a year in taxable income and that is a fact and we cannot let him do that
to the United States.” {Campaign rally, Wixom, MI, 9/26/92]

Absoéﬁcly not, Clinton stated that his income tax proposal would apply only to the
top 1+2%,. What he proposed in his budget was only on the top 1.2% ~~ families
mak;ng over $180,000. Almost 99% of Americans are untouched by increases in the
income tax —- just as Clinton promised.

Even when the deficit increased after the campaign by an additional $50 billion,
Clinton ensured that average families were touched as little as possible -~ no more
than $17 a month for an average family ~~ while millions of families will pay far less
when you count their reduced morigage costs as a result of reduced interest rates,

CHARGE: "What VAT 1ax7" Clinton first promised that he wasn't considering 5 VAT tax,
but other administration sources have acknowledged that it is being considered,

RESPONSE: President Clinton has never proposed a VAT tax.

CHARGE: "What revised deficit numbers?” During the campaign, Clinton said “the deficit”
had risen from $250 (o $400 billion. Now, he says he has to tax the middle class because he



didn't realize the deficit was increasing beyond his carlier estimates.

RESPONSE: When then candidate Clinton told Business Week in July, 1992 that the
deficit could hit $400 biliion, be was referring to the 1992 deficit -~ reforring to
pessifnisﬁc estimates relating to increased S&L costs and other factors.

Putting People First was based on January 1992 budget and deficit estimates of
the 1997 deficit. The 1997 deficit did get somewhat worse during the campaign, but
ot enough o have forced President Clinton to have had 1o raise encrgy taxes to hit
our current deficit targets,

But then in January 1993, just two weeks before President Clinton took office,
Bush Baégez Director Darman revealed that in fact, the 1997 deficit would be another
$70 -$100 billion higher than he had said it would be in August. The Congressional
Budget Office also agreed the deficit in 1997 would be a lot bigger -~ closer to $30
billion more. Our transition officials found the numbers showed we were $50 billion
higher. No one - 80 one ~ had the capacity to know what the Janvary 1993 CBO
and OMB numbers would be before they came out. Therefore, no matter whose
numbers you belicve, the facts are clear: the deficit is much higher than anyone could
have knows last summer.

CHARGE: "fWhaz timetable?™ During the campaign, Clinton promised a 100-~day period that
would be the most productive in histery, but now the administration Is backing off from the
100 Days framework.

RESPONSE: President Clinton has defivered. In only his first 100 days, he has
moved swiftly to implement his vision of change for America.

On Janvary 20, just minutes after being sworn into office, President Clinton
issued the most stringent ethics code of any administration in American history.

President Clinton — the first new President to submit a complete line~by-line
budget during his first year in office —— passed his economic program faster than any
other President in the 17 year history of the current congressional budget process.
[Wall Suset Journal, 4/1/93).

Within two weceks of taking office, Clinton signed the Family and Medica!
Leave Act -- breaking the gridlock that blocked the bill for seven years,

The President has also cut the White House staff, eliminated perks, cut
administrative costs of government, and climinated 100,000 federal positions.

¥
CHARGE: "What pork~barrel?” Although Clinton denies that there was any pork listed in
his stimulus Jegisiation, there are three obvious examples of pork: $1.4 million for drawings
I



of 28 significant structures and engincering achievements; $28 million for the District of
Columbia to reduce its debt; and $148 million for new computers and telecommunications
systems for the IRS.

RESPONSE: None of the swimming pools or beachfront parking lots or ice skating
warming huts the Republicans railed about were ever in President Clinton’s bill.

While Republicans played the politics of gridlock by complaining about alleged "pork”
that wasn't in the President's Jobs Bill, they neglected o mention that they had
previously supported many of the programs in the past. For example, Republicans had
supported highway and infrastructure investment in the past.

Bob Dole supported the highway bill as "creating 4 million jobs”. [News
Conference Federal News Service 11/27/91]

Phil Gramm said: "How can having a highway bill be controversial? --a bill
that would create tens of thousands of jobs.” [Federal News Service 11/27/91]

Bob: Michel said "thank heavens” for such a "job creator” bill. [11/27/91]

Newt Gingrich said that “"the highway bill is undersold if you look at the job
creation of the eonstruction jobs.. it is a "net job ereator” and that we had to
recognize the second and third-order job creation opporfunities.” [Federal
News Service 12/18/91]

Republicans had supporied Head Start, WIC, and Job Corps programs.

Last year, Dole co-sponsored a $2 billion measure 1o boost funds for Head

Start, Jobs Corps, and WIC. "These programs... are among the best weapons
, we have in our fight against poverty,” he declared, [San Francisco Chronicle,
L 8/31/82]

. John Chaffes said, "I believe we must go a little further in fiscal vear 1993 f

i we tntend to provide full funding for WIC and Head Start... We know beyond
a shadow of a doubt that these programs are successful.” [Congressional
Record, 5/19/92]

Even Phil Gramm had been fighting to bring more CDBG funding to Texas.

_Gramm proposed an amendment to increase CDBG funds for Texas and other
states by changing the fornla for distributing funds from a need-based one to
a population-based onc. “I'm trying to night a terrible wrong in the allocation
of money.... Texas gets cheated by the current formula,” be szid. [AP, 6/27/90]



GENE AND SHERYLL: IS THIS THE EQUIVALENT IRS
PROPOSAL? .
IN FACT, PRESIDENT CLINTON'S FUNDING FOR
ADDITIONAL IRS TAX COMPLIANCE EFFORTS WOULD
RAISE $633 MILLION OVER FIVE YEARS.

CHARGE: *What definition of income?” Although Clinton claims that families making
$30,000 will be held harmiess in his economic package, David Broder notes that the
President’s definition of income is "not what most people understand as income.”

RESPONSE: For more than twenty vears the Treasury Department has copsistently
used “family cconomic income” when i caloulates tax Impacts.

Opponents of the Clinton plan are trying to scare the public by making people
believe that the Administration is suddenly changing the way it calculates how much
you owe in taxes. That's not tree.

.i Those were the same Treasury calculations used in the Treasury for years w-
by Republican administrations. Only now is it challenged. If you look at the Reagan
- Administration's 1988 "Tax Proposals to the Congress for Faimess, Growth and
Simplicity” or their 1984 report "Tax Reform for Fairness, Simplicity, and Economic
Growth" - they both use the same concept of "family income” and have an appendix
that explained it in detail. Whatever differences there are between family income and
adjusted gross income, that difference is minimal for the average middle class family.

In any case, objective studics by the nation's top tax and accounting companies
compictely confinm our estimates. Coopers & Lybrand found that for a family of four
making $85,000 adjusted gross income, their tax rate would go up less than 311 per
month; Arthur Andersen showed that a family of three making $25000 would actually
receive a 3700 fax cut because the increase in the Eamned Income Tax Credit is much
larger than the energy tax,

H
CHARGE: "What Haitian refugees?” Although Clinton criticized Bush's Haitian policy as
"callous”, he continued the Bush policy on Haiti after taking office,

RESPONSE: WORTH RESPONDING TO?
CHARGE: "What war on drugs?” Although Clinton said he would wage a "real war on
crime and drugs,” after taking office he revoked the policy of random drug testing for White

House staff and he cut 121 positions from the Office of National Drug Control Policy.

RESPQNSE: First of all, every White House employee must pass a drug test upon
being hired.
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Regarding the Office of National Drug Control Policy, President Clinton is
planning to raise the "Drug Czar" position to the cabinet level.

Under Bush, the Office of Nationa! Drug Control Policy was a haven for
political patronage with more than 40 percent of its 109 positions allocated to GOP
loyalists. The 49 political appointments, including two people who did not even work
on drug-related issues, cost American taxpayers up to $2.6 million. [Orlando Sentinel,
6/28/92]

On April 28, 1993, President Clinton nominated Dr. Lee Brown to serve as its
new Dircctor. Brown has served as the top law enforcement officer in New York,
Atlanta and Houston, and he is the former President of the International Association of
Chiefs of Police. Brown is widely respected by law enforcement officials and
treatment professionals.

CHARGE: "What small business burden?... According to the National Federation of
Independent Business' analysis, the Clinton economic plan 'will restrict (small businesses')
ability to increase the size of their workforce."

RESPONSE: Unlike the Republicans, President Clinton has acted to alleviate some
of thc problems faced by small businesses, most notably with respect to the "credit
crunch” and the Small Business Administration's primary loan program.

]
On N_Iarch 10, 1993, President Clinton announced a policy to alleviate the "credit
crunch,” and in doing so, the President explained, "Today we are taking a step to
speed the economic recovery that will increase jobs by increasing access to credit for
the m:ain engine of our economy -- small and medium-sized businesses.”

Additionally, the President's stimulus package included $141 million in funding for the
SBA's loan guarantee program -- funding that would have made available about $2.5
billion in new small business loans. [LAT, 4/28/93] However, due to Republican
opposition, the economic stimulus package was rejected, and the SBA loan program
ran out of money on Apnl 27, 1993.

Incidentally, this is the same Section 7(a) program that sixteen Republican Senators
wrote to President Bush about in a July 9, 1992 letter that urged Bush to support the
7(a) program. Here's what Republican Senators, including Bob Dole, had to say about
a program they are now about to kill:

"We, the undersigned Republican Senators, are writing to express our strong
support for the Small Business Administration's 7(a) program.

"Small business entrepreneurs have led the way in creating new job
opportunities.... Two out of every three new jobs in the past decade have been
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created by small business.

"The SBA 7{a) program is an important source of long—term financing for the
nation's small business sector which simply is not available through

© conventional sources.... The SBA 7(a) program is one of the greatest success
stories of the past twelve years.”

CHARGE: "What balanced budget?” Although then—candidate Clinton pledged to present a
five—year plan to balance the budget, the President has claimed that his economic plan will
cut $140 billion from the deficit by 1997,

RESPONSE: The President's plan embodied in the congressional budget resolation
would achieve a total of $514 billion of deficit reduction over the next five years ——

the Jargest deficit reduction package in history. It reduces the deficit as a percent of
GDP from 5.2% of GDP in fiscal vear 1993 to 2.7% of GDP in fiscal year 1997.

CHARGE: "What staff cuts?" Although Clinton anaounced a 25 percent reduction in the
White House staff, figures from the Dffice of Personnel Management contend that an
additional 117 positions must be eliminated to meet that goal and figures from the Human
Resources Subcommitice of the House Government Operations Committee claim that an
additional 127 cuts are required.

RESPONSE: The Republicans want to play numbers games 1o hide what the facts say
about their twelve—year record of ballooning the White House staff to record sizes.
But the facts state ¢learly that President Clinton cut 350 positions from the White
House ~- a 25% cut. But President Clinton didn'’t stop there. He issued orders to:

,® cut senior staff pay by 6-10%;
iy reduce federal burcaucracy by 100,000 positinns;
.. require agencies to ftemize administrative costs, such as shipping and
‘ travel;
. cut administrative costs by 14% by 1997, and
i eliminate one-third of non-statutory federal advisory commissions.

: The President issued executive orders that;

. climinate 30% of the Executive Vehicle Fleet;

* enid home-to-office limousine service for executive officials (except,
due to national securily concemns, the National Security Adviser, his
deputy, and White House Chief of Staff);

» close executive dining rooms that do not recover costs; and

. tighten controls on the use of executive aircraft.

CHARGE: "What congressional reform?” Although Clinton called for a 25 percent

reduction in congressional staff and expenditures, he backed off from the issue, explaining
that Congress "did take a cut last year.
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RESPONSE: WORTH RESPONDING TOQ?

CHARGE: "What millionaires?" Although candidate Clinton promised to impose a
"millionaires surtax”, President Clinton imposed a surtax on incomes over $250,000 a year.

RESPONSE: That's right. Before asking the middie class t6 contribute to deficit
reduction, President Clinton found revenues by cutting government, cutling spending
and asking the wealthiest Americans t¢ pay their fair share,

CHARGE: "What promise to cut spending first?”
RESPONSE Before asking the American people to contribufe more to cut the deficit,
Prcs:dcnt Clinton issued orders that:
° cut White House staff by 28% ~— or 350 ;aﬁszizims,

. ® cut senior staff pay by 6-10%;
e reduce federal bureaucracy by 100,000 positions;
. require agencies to itemize administrative costs, such as shipping and
; travel;
. cut administrative costs by 3% a year; and
. eliminate onc—third of non-statutory federal advisory commissions.

The President issued executive orders that
® eliminate 50% of the Executive Vehicle Fleet;
end home-to-office limousineg service;
close executive dining rooms that 46 notl redover ¢osts; and
tighten controls on the use of executive aireraft.

L R AR

In his economic plan, President Clinton made tough cuts:

Rural Electrification Administration Cals: Despite coming from a rural
state that benefits from the REA, President Clinton proposed maintaining
electric and telephone loan levels but eliminating loan subsidies on most REA
loans -~ for an estimated savings of $374 million over four vears,

Eliminate HUD Special Purpese Granis —- saving $565 million over four
" years.

‘ Cut Low Priority Transportation Projects: saving $1.3 billion over four
z
years,

Consolidate overseas broadcasting: saving 3644 million over four years.

Cut 100,000 lederal employees: saving $7.9 billion over four years.
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Freeze ~~ and then reduce the COLA ~- for pay for federal employees:
saving $8.3 billion over four years. '

Assess examination fees for state~charted, FDIC~insured banks: saving $1
- billion over four years,

Auction the FCC spectrum: saving 34 billion over four years

* Reduce Export-Import Bank Credits - saving $153 million over four
years.

Reducing Earmarked Small Business Granots -~ saving $315 million over
. four years,

Cat University R&D: saving $1.2 billion over four YCars,

~ President Clinton also raised taxes on the rich, impraved collection of taxes on foreign
corporations and clased special interest tax toopholes before proposing the energy tax.

CHARGE: "What special interests?” Clinton said he would get rid of wasteful spending
programs and taxpayer subsidies, but he found only 11 programs that don't work or aren't
needed. Also, he disguiscs some tax increases as spending cuts.

RESPONSE: In addition to his specific proposals to make tough spending cuts,
President Clinton took on several special interests in his economic package. He
proposed the following crackdowns on special interest tax breaks:

Restrict deductions for business meals and entertainment to 50%: saving
$12.1 billion over four years.

" Deny lobbying deductions: saving $700 million over four years.

' Deny deduction for executive pay over $1 million: saving $500 million over
four years,

: Require Securities Dealers to value their Inventories at market value
-rather than  cost in computing taxable income: saving 33.8 billion over
' four years,

Cap the possessfons tax credit for American corporations in Puerto Rico at
65% of wages: ssving $4.8 billion over four vears.
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RESPONSES TO ATTACKS BY ARMEY ON THE FIRST
100 DAYS OF THE CLINTON PRESIDENCY

I "WHERE WE STARTED"

CHARGE: Amey argues that the economy and markets were strengthening before President
Clinton introduced in Economic Plan and sought to invoke allegedly unneeded emergency
spending measures. He claims, for example, that the 30-year fixed morntgage rates had fallen
to 7-1/8 percent before the Clinton Plan was introduced.

RESPONSE: Bill Clinton, more than anyone, deserves the credit for lowered interest
rates. In fact, the strong bond market rally began right after the November election.
Investors showed confidence in Bill Clinton's commitment to deficit reduction the
resulting substantial drop in long~term interest rates continued after the President
introduced his economic plan ~ the largest deficit reduction package ever
championed by a U.S. President.

11/06/92 2/19/93 4/23/93
Treasury issucs 3.06% 293% 2.84%
3 mo. bill 6.97 635 - 5.89
10 yr. note 7.76 7.13 6.79
Conventional mortgage rates 30 yr.
fixed (FHLMC series)

829 7.65 7.38

The press knows what Armey refuses to acknowledge: it has consistently linked the
overwhelmingly favorable bond market reaction to the Clinton program.

December, 1992. "The sharp rally in the bond market ... scems to show a surprising
comfort among market players with President-elect Bill Clinton, a Democrat who will
govern with a Democratic~controlled Congress.” [NYT, 12/7/92]

"The shift in mood in the last six to eight weeks is phenomenal...they [the market]
thought the economy was going down the drain and he was evil incarmate. Now they
think the economy is growing at a 4 percent rate [actual 4.7 percent] and that Clinton
is smart, practical and will do the right thing." [NYT, 12/7/92]

January, 1993. "U.S. Treasury prices roared ahead at the long end of the market
yesterday on growing hopes that the Clinton administration will take a tough line on
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tackling the budget deficit. ... The market opened markedly higher as investors and
dealers got their first chance to react 10 Sunday’s comments by Mr. Lloyd Bentsen, the
new Treasury secretary, which suggested the White House views cutting the deficit as
a top priority,” [Financial Times (London}, 1/26/93]

February, 1993, “The spectacular bond market rally accelerated yesterday, with
long~term Treasury bond yields plunging 1o another record low as investors rushed to
embrace President Clinton's economic package.” [WSI, 2724793, "Bond Rally Roars
Ahead on Clinton Proposals]

z
BACKGROUND: Bond prices are currently near the levels of late February and
carly March. Rates rose to a peak in late March on unfounded fears of inflation and
then fell back, Legislative opposition to the President's program in the form of the
Republican filibuster may have temporarily blocked an extension of the four-month
bond market rally following last November's election.

It shosld also be noted that the economy would be in much worse shape without these
foweréd interest rates. Alan Greenspan reportedly estimates that the economy has
gained $10 billion for each basis point the interest rate has fallen, for a total of $100
billion. :

IMPACT OF LOWERED RATES ON AVERAGE AMERICANS:

Big Savings On Buying or Refinancing a Home: a March, USA Today article
showed that many middle class families will save over $1000 in mortgage costs from
the reduced interest rates that have been brought about already from the seriousness of
the Clinton plan. [USA Today, 3/ /93 check cite]

If a family with 3 $100,000 morntgage at a 10 percent rate refinanced at a 7-1/2
pereent rate, monthly savings would total 3175, or 82,100 a year, [Treasury
Dept. Estimate]

Homeowners are taking advanlage of savings: Refinancing activily is up
significantly, Fifty-four percent, or 3125 billion, of the total loan volume for the first
quarter of 1993 was for refinancing. Less than 50 percent of loan volume was for
refinancing in the fourth quarter of 1992, About 375,000 Americans refinanced their
homes during the first quarter. [Morigage Bankers Association Weekly Survey and
Treasury Dept. Interpretations]



CHARGE: ,Ammey brags that the "unemployment rate in February 1993 was 7 percent,
having steaéziy declined from 7.7 percent six months earlier.”

RESP{}NSE The impact of this recovery on employment and jt}b growth is nothing
to brag about. Bill Clinton has been saying over and over again what all average
Americans know:

Unemployment has yet to fall below the 7 percent bamier~~it's been 7 percent or
higher for 16 consecutive months, And we have 1.1 million fewer private sector jobs
than we did at the start of the recession ~~ nearly three years ago. 16 million
Americans remain unemployed, involuntarily underemployed, or desiting work but too
discazgragzd to look for it

Even with the record growth at the end of Iast year, job growth is at a crawling pace.
We're in the 24th month of the recovery and jobs have increased only 0.8%. I we
were following the trend of typical past recoveries jobs would have grown by 74% by
now. We are still more than 3.6 million jobs behind a typical recovery and we
have recovered only half of the jobs we lost In the 199021 recession,

In addition to the slow job growth, real wages have remained stagnant. Average
American wotkers have seen their real wages go down in the last four yems.

CHARGE: Armey brags that the "deficit as a percentage of GDP stood af 6 percent in
1992."

RESPONSE: Indecd. The Bush administration leaves -~ and the Clinton
administration has the misfortune 1o inherit — a deficit at near~record levels,
surpassed in post-World War It history only by Ronald Reagan himself, If the
Clinton Economic Plan is implemented, we would halve the deficit as a percentage of
GDP by 1996.

. THE CLINTON BUDGET

CHARGE: The Clinton budget plan calls for a "Leviathan government, increasing Federal
spending by 3300 billion (or about 20 percent” in a scant five years.”

RESPONSE: This charge 15 disingenuous and misleading. Here are the facts.

. Spending grows mare slowly in the Clinton plan than it did under the Reagan
and Bush administrations. While spending under Reagan and Bush grew at 2.6
percent and 2.7 percent respectively, Federal spending under Clinton will
increase by only 1.6 percent per year. (all figures inflation-adjusted)
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. Apart from health care and interest on the Reagan-Bush debt, spending growth
is less than inflation —— meaning that government is shrinking in real
(inflation—adjusted) terms.

BACKGROUND: The projected growth of total Federal outlays under the Clinton
budget is 3.9 percent per year (from $1,467.6 billion in FY 1993 to $1,781.0 billion in
FY 1998). The gross domestic product deflator is projected to increase by 2.3 percent
per year over that period. In other words, real (inflation-adjusted) Federal spending
increases by only 1.6 percent per year.

In contrast, spending over the Reagan administration’s eight budget years (1981-89)
increased by 6.7 percent per year in nominal dollars, or 2.6 percent in inflation—
adjusted dollars. Spending over the Bush administration’s four budget years (1989-93)
increased by 6.4 percent per year in nominal dollars, or 2.7 percent per year in
inflation~adjusted dollars.

Finally, even the modest spending growth under the Clinton plan is driven by two
things: the cost of servicing the preexisting Federal debt, two-thirds of which was
accumulated by George Bush and Ronald Reagan and over which Bill Clinton has
absolutely no control (other than reassuring the financial markets and bringing down
interest rates, which we have done in spades); and the cost of providing Medicare and
Medicaid benefits under the preexisting law, which Bill Clinton is addressing through
a massive health care delivery reform program that is not yet reflected in the budget
numbers. Exclusive of interest on the debt, Medicare, and Medicaid, spending under
the Clinton budget plan increases by only 1.7 percent per year in nominal dollars, and
therefore actually shrinks by 0.6 percent per year in inflation-adjusted dollars.

CHARGE: "Clinton's budget contains roughly $300 billion in new taxes over five years.
This is the largest tax increase in this nation's history."

RESPONSE: Untrue. While Former President Ronald Reagan's 1982 tax was smaller
in current dollars, it was larger than the Clinton Administration’s proposal as a percent
of gross domestic product. This is a more accurate way 10 assess the true economic
impact of various Administration fiscal policies.

CHARGE: "..Under the Clinton plan, the burgeoning level of federal debt will not subside.
The Clinton budget calls for $1.7 trillion of additional debt through the year 1998."

RESPONSE: What Ammey does not acknowledge is that without the Clinton plan, the
national debt would be much higher! If George Bush's policies are not reversed, the
debt will rise much more than it will under the Clinton program. Because Ronald
Recagan and George Bush left Bill Clinton with a fiscal disaster, it will take enormous



effort to turn the deficit from its current upward trend to a downward trend. Over that
time, the debt will continue to grow. But there are no instant solutions, and so the
responsibility for that debt growth rests with Ronald Reagan and George Bush, not
Bili Clinton.

BACKGROUND: Under the Clinton program, the debt held by the public will
increase from $3.3 trillion in FY 1993 10 $4.5 trillion in FY 1998, an increase of $1.2
triliion. (Rep. Armey's number is based on the larges, but less economically
significant, gross debt -~ which does not recognize the difference berween debt held
inside and outside of the Federal government itself.) However, under the policies left
by the Bush administration, the debt would have increased to $4.9 trillion —— more
than 3400 billion more.

The heart of the issue i3 that the Bush administration [eft a budget in shambles, with
the deficit rising rapidly. Under Bush policies, the deficit would increase from $310
billion in 1993 to 5387 billion 1n 1998, The Clinton administration must make a
series of painful cholees just 1o stop the deficit from rising, much less to tum the trend
downward, Thus, from Rep. Armey's simplistic view of the world, President Clinton
is given instant responsibility for the deficits that Ronald Reagan and George Bush
took more than a decade fo build,

CHARGE: "The Clinton plan, even if fully adopted would leave America with a $240
billion deficit in 1998 and nearly a 3400 billion deficit by 2000

RESPONSE: Once again, without the Clinton budget program, the deficit would be
much: worse. However, even with the aggressive Clinton budget plan, the deficit will
not come under control until we limit the rate of growth of health care costs. The
administration recognizes -~ and in fact has emphasized -~ that fact of life, and is
proceeding with a massive effort.

BACKGROUND: As was noted above, even with the Clinton deficit reduction plan,
spending will be driven upward by (a) interest on the Reagan—Bush debt and (b} the
rising cost of health care under preexisting Federal Medicare and Mcdicaid law.
Between 1993 and 1998, interest costs are projected to grow at an average annual rate
of 6.2 percent, and medical care costs at 11.3 percent -- compared with 1.7 percent
for all other spending.  Obviously, without control of health care costs ~- and given
that the Reagan-Bush debt cannot be repudiated —— there is no chance to bring the
deficit down.

Without the Clinton budget program, the deficit would be even worse: $387 billion in
1998, and $476 billion by 2000 (instead of 3250 billion in 1998, and about $300
billion in 2000 under the Clinton plan).

¥



CHARGE: '"Five dollars of taxes for cvery dollar of spending reduction. From 1993
through 1998 the Clinton budget plan contains $300 billion in new taxes and $55 billion in
net spending ‘cuts.”

RESPONSE: This claim is simply wrong. It relies on Republican distortion of the
President's program. Over 1993 through 1998, spending cuts equal tax increases.
However, by the time the program is fully in place - that is, in 1998 —- spending
cuts gxceed tax increases by a healthy margin.

L Over 1994-98, there is $1.00 of spending cuts per dollar of tax increase.

o In 1998, there is $1.28 of spending cuts per dollar of tax increase.

® Over 1994-2003, there is $1.45 of spending cuts per dollar of tax increase:
] In 2003, there is $2.00 of spending cuts per dollar of tax increase.

BACKGROUND: The spending cut-tax increase ratio can be computed in literally
hundreds of ways. Among the key questions are: (a) how you count the income
taxation of Social Security benefits; (b) how you count interest savings; (c} how you
count user fees; and (d) over what time period you measure the results.

Social Security Benefits: We believe that the income taxation of Social Security
benefits should be counted as a spending cut. Only last February, at a Dole,
Domenici, Packwood Press conference —— Senate Finance member Packwood stated
clearly that this type of reduction in Social Security has been counted as a spending
cut by both the Bush and Reagan Administration. [Reuters Transcript Report, 2/23/93]
For years and years, we have heard that we have to cut what we spend on
entitlements, and that we must have the courage to take on Social Security. If the
Clinton plan had cut COLAs, it would have been regressive, but everyone would have
called that a "spending cut." Yet, we figured out a way to cut spending on Social
Security entitlements by affecting only the top 19% of beneficiaries. That is an
important, smart and fair way to reduce entitiements — whatever you call it.

Interest Savings: Most Republican critics want to either ignore our interest savings
or count them pro-rata against spending and taxes. This is silly. Any American
family can tell you that reducing your interest costs is a real spending cut.

I

User Fees: Another Republican hypocrisy is to count user fees as tax increases
instead;of spending cuts. Some 30 years ago, a Johnson-appointed commission laid
down budget guidelines for categorization of fees as either negative outlays or
receipts; all administrations, Republican and Democratic, have adhered to those
guidelines ever since. In fiscal year 1993, George Bush proposed almost $15 billion

worth of new user fees, and counted them as spending cuts. In the words of his own



budget document:

" Income to the Govemment arising from the excrcise of its sovereign
powers (mainly, but not exclusively, taxes) is classified as governmental
receipts, Income from the public that resulis from voluntary business—
like transactions is classified as offsetting collections, which offset
outlays rather than being included with the governmental receipts. (Part
two, page 15)

Delayed Impact of Spending Cuts: The Clinton plan precisely specifies every
spending cut needed to achieve its total of deficit reduction, and requests their
mzam enactment.  There are no decisions deferred, and no actions postponed.
However, spending cuts simply take longer to build up their savings than do tax
increases. The plan includes tax rate increases on the wealthiest Americans to be
effective immediately at the beginning of 1993, and those revenues flow quickly. On
the other hand, cutting a slow-spending Federal program might save little money in
the first vear, but much more in the long run. The administration's proposed
discretionary spending cuts, all to be enacted immediately, would save $3.6 billion in
FY 1994, but $21.3 billion in FY 1998 — almost six times more. The proposed
entitlement cuts, all but one of which (the exception would amend the Farm Bill when
it expires in 1995) would be enacted immediately, would save $5.7 billion in FY 1994,
but §33.0 billion in FY 1998 —- again, almost six times more.

Counting the income taxation of Social Security benefits as a tax increase, counting
debt service savings as spending cuts, and counting user fees according to the concepts
set forth by the Johnson commission on budget concepts, we reach the ratios and
figures cited above in bullet form in the response.

CHARGE: "New taxes and defense cuts account for 92 percent of the savings in the Clinton

RESPONSE: This is just more Republican new math. Over 1994-98, defense cuts
are 16.8 percent of gross deficit reduction; tax increases are 48.3 percent. [n 1998,
when the program is fully in effect, defense cuts are 18.5 percent; tax increases are
41.0 percent.

CHARGE: "Federal spending would be an estimated $75 billion higher from 1993 through
1995 under the Clinten deficit reduction plan than if Congress simply honored the 1990
budget agreement already in place.”

RESPONSE: Wrong. The President’s request exceeded the caps by under $19 billion
in 1994-93; the Congress chose to cut spending further and stay within the caps. In

7



the 1993 stimulus package, the President proposed only $20 billion of new spending,
more than $3 billion of which had already been authorized; the amount of new money
was less than the amount the Congress had saved below the spending cap last year.

CHARGE: "The package is loaded with special-interest spending that will benefit
politicians, not workers. Examples include: $15 million for a performing arts center in
Newark, New Jersey...$2.5 million to construct an alpine slide in Puerto Rico...”

RESPONSE: Absolutely false. First, the Clinton plan never included a single one of
the so~called "pork" items that Republicans are charging the community block grant
or other funds will be spent on. These allegations are totally baseless. Second, this
charge is ironic because Republicans usually joined with Democrats in believing that
we should give government closest to the people the flexibility to serve the needs of
their community. Now they mock the very bottom—up planning and flexibility they
fought for.

BACKGROUND: The President's stimulus proposal included $2.536 billion for an
expedited Community Development Block Grants (CDBG) program. The language in
the bill was extremely brief — about one page. It included no specific projects to be
undcrtilaken. The funds would be distributed according to the existing CDBG formula,
directly to large cities and through the States to smaller units of government. The
funds would be used at the discretion of the tocal governments themselves, though the
bill was amended in the Senate to give the Director of OMB the authority to withdraw
funding in any instance of abuse.

The National Conference of Mayors had assembled two volumes of public works
projects, called Ready To Go, that they claimed could be undertaken within a few
months if only Federal funds were made available. An enormous number of projects
were specified in the volume; the total cost was $12.9 billion in the 1992 volume, and
$7.2 billion in the 1993 book.

Republicans used this book to attack the President’s stimulus program. They went
through the projects specified in the book, picked out those that they believed were the
most politically vulnerable, and insinuated that those projects were specified in the
bill. Of course, the money in the bill would fund only a fraction of the projects listed
in the book, and the funds were intended to be used both for such public works
projccts; and other valid governmental purposes, such as rehiring or avoiding layoffs of
teachers and policemen.

Line items in the bill:

® $1.4 million for drawings of 28 significant structures and engineering
achievements.
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. $28 million for the District of Columbia to reduce its debt,
° $148 million for new computers and telecommunication systems for the IRS.

In w;fzzrasz to the earlier suggestions, these three items are in the bill. The first item is
part of the Historic Preservation program, which would fund architectural drawings of
historic structures that are about 1o be demolished so that such information could be
retained after the buildings themselves were gone. The grant to the District of
Columbia would supplement the annual Federal payment in licu of property taxes =
which has not increased for inflation. The third jtem would accelerate the IRS
computer modernization program, which will cut down processing time for taxpayers
and facilitate the collection of unpaid taxes. ’

NEW TAX BURDENS

CHARGE: "The Tax Man Cometh ~ If Bill Clinton's plan is adopted in full, ihe tax burden
for American businesses and workers will surge to a higher level over the next four years
than under any other President in history.”

RESPONSE: It should be pointed out that the deficits produced during the Reagan-
Bush years were the result of the lower taxes. The Reagan deficits averaged 4.4
percent of GDP while the Bush deficits averaged 4.7 percent. Deficits projected
during the Clinton years average 3.7 percent.

The real cost of government, however, is determined by how many resources it uses,
that it,:by how much it spends. As a percentage of GDP, President Clinton's average
federal expenditures of 23.0 percent are less than former President Reagan's 233
percent and the same as past President Bush's 23.0 percent.! Thus a proper response
to Rep. Armey’s allegation is that President Clinton will not only controf the growth in

. federal spending, but he will pay for it 100.

CHARGE: "Every American family of every income level will pay more taxes under
Clinton’s budget."

RESPONSE: Completely untrue, Under the Clinton plan, the bulk of new revenues
come from those who can most afford to pay. Income tax rates are raised only on the
top 1.2 percent wealthiest Americans ~~ individuals who make $115,000 per year and
cpuples that make $140,000.

! Historical information based on CBO "The Economic and
the Budget Outlook,” pg.l29.
Clinton data assumes CBO economics, budget resolution,
without stimulus, pricing by OMB
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Middle income people who make more than 330,000 will be affccted by the energy
tax, b:ai it will cost average families only $17 per month when it is fully phased in.

. ?c{}pic who make Jess than $30,000 per year will not be affected by the BTU tax
because of the offseiting increase in the Earned Income Tax Credit (EITC).

A family of fous, for example, with :amzd income of §25,000 will receive a net tax
- reduction due to increases in the EITC of nearly 350 per month. [Treasury Dept.
Estimate]

Objective studies by the nation's top tax and accounting companies completely confirm
our estimates.

L) Arthur Anderson showed that a family of three making $25,000, would actually
receive a $700 tax cut because the amount we increased the Eamned Income
Tax Credit is o much larger than the energy tax.

» Coopers & Lybrand found that for a family of four making $55,000 adjusted
gross income their tax rate would go up less than $11 a month,

BACKGROUND: The USA Today article published in March showed that many
middle class families will save over $1000 in morigage costs from the reduced interest
rates that have been brought about already from the seriousness of the Clinton plan. In
addnmn, the worst distribution table shows that the top 10% pay ’?i}% of all of
revenues in the Clinton plan.

}

CHARGE: [The typical middle income family will pay $471 per year more in energy taxes
under the Clinton proposal,”

RESPONSE: Completely untrue. A typical family of four with family economic
.income of ab{mz 348 {X}{Z w;ii ezaiv pay appwximately $17 per month for the energy

CHARGE: "The BTU tax, as originally designed, is roughly equivalent to an 8-to-12 cents
per gallon increase in the gasoline tax and a 4 percent increase in electric bills.”

RESPONSE: Wrong again. The BTU tax, as originally designed, is roughly

eguivalent to an 2,3 cents per gallon increase in the gasoline tax and a 3.3 percent
increase in electric bills.
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CHARGE: "We're all rich in Clinton's eves...but President Clinton uses a much broader
measure of income than most of us do. For example, Clinton includes in his income
calculations such items as pension buildup, insurance buildup, imputed rent on one’s home,
and so forth™" '

RESPONSE: lLet's put this bald-faced lie to rest once and for all. Here is the
bottom-~line fact: Regardless of which income concept is used by the President, the
top § percent of the highest income Americans will pay 70 percent of the new taxes.

BACKGROUND: Rep. Armey should know that the concept of family economic
income is not a new, Clinton invention. Those were the same Treasury calculations
used in the Treasury for years —- by Republican Administrations. Only now is it
challenged. If you look at the Reagan Administration's 1985 "Tax Proposals to the
Congress for Faimess, Growth and Simplicity” or their 1984 report “Tax Reform for
Fairness, Simplicity, and Economic Growth” ~— they both use the same concept of
“family income” and have an appendix that explained it in detail.

CHARGE: “The non-partisan Tax Foundation has calculated that the average tax increase
for a family of four will be $904.”

RESPONSE: Roughly 70% of tax paid under the proposal will be paid by families
with income of $100,000 or more, so the use of a per capita amount i3 both false and
misleading.

CHARGE: "The marriage tax: By raising marginal income tax rates, Clinton will discourage
the kind of responsible behavior that ke says he wants to promote.”

RESPONSE: The existing tax law contains an inhcrent penalty on certain married
couples. In most cases, the President's proposals do not increase this tax, and in many
cases result in a lessening of this so called "marriage penalty.”

The Document says that "a couple making $115,000 5 year could save $4,500 by not
getting married.” Under the current law, the marriage penaity for such families is
about $1,500 not $4,500. Moreover, it is wrong o ascribe this tax penalty fo the
Clinton proposal. In fact, for a couple making $115,000 per year in adjusted gross
income, there is no change from the current law.

L]
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CHARGE: '"Taxing Family Farms: One of America's most energy intensive industries is
farming. The total Clinton tax on American farmers is estimated at $1 billion per year.”

RESPONSE: Farmmers will be net beneficiaries of the Clinton Deficit Reduction
Program. USDA estimates that average farm costs would rise 0.7% if farmers did not
adjust their crop mix and farming practices; sinee they can and do adjust, the actual
impact will be less. In addition, the energy tax is designed to treat farmers fairly;
ethanol is not taxed, feed stocks used in producing fertilizers are not taxed, and other
fuels commonly used on farms are taxed at lower rates.

At the same time, farmers will benefit from many other aspects of the President's
package, including the small business investment tax credit, the extension of the 25%
deduction for health insurance, ¢hanges to the eamed income tax credit, and the
expected 100-basis point reduction i interest rates. On balance, we estimate that,
farmers will be net beneficiaries.

CHARGE: "Taxes on Seniors:”

Working Scniors: Armey says a widow with AGI of $24;{}={§i3 could see her tax burden
increase from $307 to $522, over 70 percent.

Middle Income Elderly: Armey says a retired couple filing a joint retum with 340,000 of
income and $10,000 of social security bencfits will pay $525 more in income tax under the
Clinton plan.

RESPONSE: Because of income thresholds ($25,000 for singles and $32,000 for
couples), only 20 percent of social security bencficiaries are taxed, and the Clinton
plan does not increase the number of taxed beneficiaries.

CHARGE: “Punitive Marginal Tax Rates: For the typical middle income senior citizen, the
Clirton tax "fairness” plan raises their marginal federal tax rate from 42 to 52 pereent. When
state and locat taxes are included, [the marginal rate would be 80 percent.”
RESPONSE: False. The typical middle-income senior citizen's marginal tax rate
will not rise t0 42 to 52 percent. These people will be subject to the same personal
income tax rates, 15 percent, 28 percent, as any other taxpayer, but simply will have
more of their income subject 1o tax. ‘
Fzzrthcfrm&rc, fess than 1 percent (only about 150,000 of the almost 40 million
beneficiaries) are even affected by both the taxation of benefit phase~in and the
retirement carnings test.
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CHARGE: . "Small Business: The Clinton tax and Medicare tax hikes are supposed io only
affect rich Americans, In fact, hundreds of thousands of small business owners will pay the
tax...The impact of higher taxes on small businesses will be to reduce, rather than expand,
profits, growth and employment.”

Iv.

RESPONSE: The Clinton Plan raises taxes on only the top 1.2 percent wealthiest
Americans. These individuals and couples varn more than 3115,000 and $140,000 in
taxable income respectively. Some of these wealthy individuals also own small
businesses,

The fact is, however, that only 3 percent of smull businesses report earned income of
more!than $150,000 per year. Furthermore, the Clinton Economic Plan helps small
business by providing a targeted small business investment tax credit and reducing
capital gains taxes by 50 percent on investments in small businesses held more than §
years! Under the Clinton Plan, small businesses will continue to be a vibrant source
of new job creation and growth for our economy.

PROJECTED ECONOMIC IMPACT OF THE CLINTON PLAN

CHARGE: "Clinton's five~year $300 billion tax hike will have a substantial contractionary
impact on the cconomy. [Republican members of the Joint Economic Committee have}
assessed the Clinton economic plan by using an simple economic model that tracks the tax
burden with economic growth and unemployment rates in the next year over the period 1960-
92." Using this model, they estimate that the Clinton tax plan would increase unemployment
by 0.6 percent and reduce economic growth by 1.1 percent by 1997,

RESPONSE: The Republican's model is simplistic, flawed and conflicts with the
estimates used by private forecasters. No serious economist would predict GDP

+ growth and changes in unemployment using only the share of taxes in GDP in the
previous year. The economy is far more complex. This "simple” mode} does not
capture the fall in bond rates as a result of the long—term deficit reduction in the plan.
It also does not account for shifts from consumption to investment.

Private forecasters who make a living assesing the impact of policy changes ~— such
as DRI, WEFA and Meyer and Associates -~ make radically different projections
about the impact of the Clinton plan. The private forecasters are in agreement; The
Clinton Plan is good for growth. (See attached Appendix.)

i3
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CHARGE: ' "The advent of a VAT Tax. ... A 1988 study of the five-year impact a 3 percent
VAT tax would have on the U.S. economy concluded it would reduce family income by
$1,000, destroy 2.1 million jobs, increase inflation by 1.5 percent, and ralsc interest rates by 2
percentage points.”

RESPONSE: The Clinton Administration has not proposed a VAT. The health care
tax force is looking at a range of financing options and we feel that it is our
responsibility to think carefully and consider all possible allcmanvcs before making
any decisions.

BACKGROUND: A 1992 non-partisan study from the Congressional Budget Office
(CBO) cites the benefits of a VAT as follows:

° A VAT is often called a "pro-growth tax” as it does not distort the allocation
of capital among its many uses. It does not tax the return to savings and new
investments. [Effects of Adopting A Value-Added Tax, CBO, Feb. 1992, pg
49]

® Refuting any negative effects, CBO states that even a 6 percent VAT which
raises $150 billion in annual revenue
- would have "only minor effects” on a $6 trillion economy. [Effects, pg S0]

® . Because a VAT is a tax on consumption, CBO predicts that a VAT would lead
to increased national savings and investment and long term capital stock
formation.

() A VAT treats labor and capital the same. Thercfore, as the recovery

progresses, businesses have the same incentives to invest in increasingly
productive equipment and to rehire laid-off workers.

® 1 A common misperception is that a VAT will lead to increased inflation which
. could result in highcr interest rates. As a tax on goods, a VAT will result in a
, one—time increase in price levels. It does not, however, lead to increased
. inflation. In fact, if a VAT were used to reduce the budget deficit, we could
reasonably expect to se¢ a further decline in interest rates.

CHARGE: Rep. Army quotes National Association of Manufacturers claims that the BTU
tax will reduce output by $38 billion, and the American Petroleum Institute claims that over
five years the BTU tax reduces total GDP by $170 billion.

RESPONSE: The BTU tax is one part of the President's Economic Plan and it is

misleading to view the economic impact of the BTU tax separately. Furthermore, the
major purposc of the BTU tax is to reduce the deficit. Deficit reduction has already
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RESPONSES TO ATTACKS BY PEROT

CHARGE 1: 80% of the savings in the Clinton Economic Plan come from taxes and 20%
from spending cuts. )

RESPONSE: This claim is simply wrong. It relies on Republican distortion of the
President’s program. Over 1993 through 1998, spending cuts equal tax increases.
However, by the time the program is fully in place —— that is, in 1998 ~~ spending
cuts gxceed tax increases by a healthy margin.

®  Over 1994-98, there is $1.00 of spending cuts per dollar of tax increase.

° In 1998, there is $1.28 of spending cuts per dollar of tax increase.

. Over 1994-2003, there is $1.45 of spending cuts per dollar of tax incrcasc:
. In 2003, there is $2.00 of spending cuts per dollar of tax increase.

BACKGROUND: The spending cut~tax increase ratio can be computed in literally
hundreds of ways. Among the key questions are: (a} how you count the income
taxation of Social Security benefits; (b) how you count interest savings; (¢) how you
count user fces; and (d) over what time period you measure the results.

Social Security Benefits: - We believe that the income taxation of Social Security
benefits should be counted as a spending cut. Only last February, at a Dole,
Domenici, Packwood Press conference ~— Senate Finance member. Packwood stated
clearly that this type of reduction in Social Security has been counted as a spending
cut by both the Bush and Reagan Administration. [Reuters Transcript Report, 2/23/93]
For years and years, we have heard that we have to cut what we spend on
entitlements, and that we must have the courage to take on Social Security. If the
Clinton plan had cut COLAs, it would have been regressive, but everyone would have
called that a "spending cut." Yet, we figured out a way to cut spending on Social
Security entitlements by affecting only the top 19% of beneficiaries. That is an
important, smart and fair way to reduce entitlements —— whatever you call it.

Interest Savings: Most Republican critics want to either ignore our interest savings
or count them pro-rata against spending and taxes. This is silly. Any American
family .can tell you that reducing your interest costs is a real spending cut.

User Fees: Another Republican hypocrisy is to count user fees as tax increases
instead of spending cuts. Some 30 ycarg,ago;'a'Johnson-appointcd commission laid
reccipts; all administrations, Republican and Democratic, have adhered to those
guidelines ever since. In fiscal year 1993, George Bush proposed almost $15 billion



. In the words of his own

worth of new user fees, and &
budget document:

Income to the Government arising from the exercise of it sovereign
powers (mainly, but not exclusively, taxes) is classified as governmental
receipts. Income from the public that resuits from voluntary business—
like transactions is classified as offsetting collections, which offset
outlays rather than being included with the governmental receipts. (Part
two, page 15)

Delayed Impact of Spending Cuts: The Clinton plan precisely specifies every
spending cut needed 16 achieve its total of deficit reduction, and requests their

© immediate enactment. There are no decisions deferred, and no actions postponed.
However, spending cuts simply take longer to build up their savings than do tax . .
increases. The plan includes tax rate increases on the wealthiest Americans to be
effective immediately at the beginning of 1993, and those revenues flow quickly. On
the other hand, cutting a slow-spending Federal program might save little money in

. the first year, but much more in the long run. The administration's proposed
discretionary spending cuts, sl 1o be enacted immediately, would save $3.6 billion in
FY 1994, but $21.3 billion in FY 1998 - almost gix times more. The proposed
entitlement cuts, all but one of which (the exception would amend the Farm Bill when
it expires in 1995) would be enacted immediately, would save $3.7 billion In FY 1994,
but $33.0 billion in FY 1998 ~- again, almost six times more.

Counting the income taxation of Social Security benefits as a ax increase, counting
debt service savings as Spcndmg cuts, and counting user fees according to the concepts
set forth by the Johnson commission on budget concepts, we reach the ratios and
ﬁguws cited above in bullet form in the response.

!

CHARGE 2* In 1994, this ratio is 10 to 1 —- $3.6 billion in taxes to $36 million in spending
Culs, -

RESPONSE: The ratio of taxes to spending in the early years of the Clinton budget
is higher than afier the plan takes full effect. However, Perof is using a Republican
"new math” number; the actual ratio for FY 1994 s only 4510 1.

But focusing on 1994 obscures the total impact of the packages; as we just said, by
the time the program i¢ fully in place ~~ that i, in 1998 »- spending cuts exceed tax
mcreases by a healthy margin.



CHARGE 31 After the first five years of the Clinton Plan, the national debt will rise $900
miilion to 85 trillion and continue on an upward rise.

RESPONSE: What Perot does not realize is that without the Clinton plan, the
national debt would be much higher! If George Bush's policies are not reversed, the
debt will rise much more than it will under the Clinton program. Because Ronald
Reagan and George Bush left Bill Clinton with a fiscal disaster, it will take enormous
effort to turn the deficit from its current upward trend to a downward trend. Over that
time, the debt will continue to grow. But there are no instant soiutions, and so the
responsibility for that debt growth rests with Ronald Reagan and George Bush, not
Bill Clinton.

Also, Perot is using the "gross debt,” which includes public and private debt, rather
than the more economically meaningful "debt held by the public” figure, which would
be $ 4.5 trillion. Without the Clinton plan, it would be $4.9 trillion.

BACKGROUND: Under the Clinton program, the debt held by the public will
increase from $3.3 trllion in FY 1993 {0 $4.5 trillion in FY 1998, an increase of 31.2
tritiion. However, under the policies left by the Bush admmistration, the debt would
have increased to $4.9 trillion —— more than 3400 billion more.

The heart of the issue is that the Bush administration left a budget in shambles, with
the deficit rising rapidly. Under Bush policies, the deficit would increase from $310
billion in 1993 10 $387 billion in 1998. The Clinton administration must make a
series of painful choices just to stop the deficit from rising, much less to tumn the trend
downward. Thus, Ross Perot's simplistic view of the world, President Clinton is given
instant responsibility for the deficits that Ronald Reagan and George Bush took more
than a decade to build.

CHARGE 4: The Clinton Plan adds $273 billion in now taxes.

RESPONSE: Wrong again. The Clinton plan increases taxes by $248 billion over
five years. But the Clinton plan also calls for the largest deficit reduction in US.
history. This is the first time a U.S. president has led the charge in sceking major
dcflcu reduction, in this case, almost $450 billion in net deficit reduction over five
| years. ,

CHARGE §: The Clinton Plan claims it will cut Defense by 20% but they couldn't tell you
how they were doing it.

RESPONSE: Wrong again. Our defense cuts arc fully specified in the April budget
document. The Clinton budget includes discretionary national defense outlays for
1993-7 of $1,357 billion. This is a reduction of $79 billion from the Bush plan of
$1,436 billion.



CHARGE 6: The "emergency” stimulus package Clinton called for included an Alpine Slide
in Puerto Rico.

RESPONSE: Absolutely false. First, the Clinton plan never included a single one of
the so~called "pork™ items that Perot and Republicans are charging the community
block grant or other funds will be spent on. Republicans have cited a long list of

i alleged abuses in "the stimulus bill" or "the package.” These allegations are totally
baseless.

BACKGROUND: The President's stimulus proposal included $2.536 billion for an
expedited Community Development Block Grants (CDBG) program. The language in
the bill was extremely brief —- about one page. It included no specific projects to be
undertaken. The funds would be distributed according to the existing CDBG formula,
directly to large cities and through the States to smaller units of government. The
funds would be used at the discretion of the local governments themselves, though the
bill was amended in the Senate to give the Director of OMB the authority to withdraw
fundi1:1g in any instance of abuse.

The National Conference of Mayors had assembled two volumes of public works

+ projects, called Ready To Go, that they claimed could be undertaken within a few
months if only Federal funds were made available. An enormous number of projects
were specified in the volume; the total cost was $12.9 billion in the 1992 volume, and
$7.2 billion in the 1993 book.

Republicans used this book to attack the President's stimulus program. They went
through the projects specified in the book, picked out those that they believed were the
most politically vulnerable, and insinuated that those projects were specified in the
bill. Of course, the money in the bill would fund only a fraction of the projects listed
in the book, and the funds were intended to be used both for such public works
" projects and other valid governmental purposes, such as rehiring or avoiding layoffs of
teachers and policemen.

Line items in the bill:

r
° $1.4 million for drawings of 28 significant structures and engineering
achievements.

. $28 million for the District of Columbia to reduce its debt.
° $148 million for new computers and telecommunication systems for the IRS.
In contrast to the carlier suggestions, these three items are in the bill. The first item is

part of the Historic Prescrvation program, which would fund architectural drawings of
historic structures that are about to be demolished so that such information could be



retained after the buoildings themselves were gone. The grant to the District of
Columbia would supplement the annual Federal payment in leu of property taxes —~
which has not increased for inflation. The third item would accelerate the IRS
computer modemization program, which will cut down processing time for taxpayers
and facilitate the collection of unpaid taxes,

CHARGE 7: Perot cites a New York Times ediforial [2/25/93] which attacks Senator
Levin's Lobbying Disclosure Act of 1993, The editorial charges that the Act erred in
requiring only total expenditures by Jobbyists rather than "2 much more telling member-by-
member Hsting of the cxpensive meals, vacations, plane rides and other goodies lobbyists dole
out in a forny of legalized bribery.” The editorial also castipates Clinton for backing this
"phony reform measure.”

RESPONSE: It is fronic that Perot relies on the New York ’I‘inﬁcs for his
information. President Clinton hag been working with Congress to strengthen the
Levin bill,

President Clinton supports a strong lobbying reform agenda. He proposes eliminating
the tax deductibility of special interest lobbying. No longer will the average taxpayer
have to subsidize this search for government benefits by high—priced lobbyists. The
President 8 also fighting to

. require for the first time registration and full disclosure of all paid lobbyists;

e - close loopholes, such as the "Jawyers' loophole”; and

. force lobbyists for.the first time to detail their contacts with congressional and
executive staff.

CHARGE 8: The Clinton plan's "job ¢reation” will cost 389,000 for cach new job created
and these jobs are nothing but busy work.

RESPONSE: This number is both wrong on its face and has no meaning.

Republicans created this pumber by taking the total cost of the program-and relating #t
to the number of jobs created in.pne.year. I the number of jobs in a particular year is
related to the amount spent in that year, the cost per job in 1993 is $46,309; in 1994,
it is $29,997 (considering jobs created from both direct spending and tax cuts).

Perot and Republicans are alse choosing o ignore the job-creation effects that the
plan would have in the private secior. The Council of Economic Advisors estimated
that the stimulus package would have ¢reated more than 500,000 jobs by the end of
1994 and that most of these jobs will be i1 the private sector. The pro-business
permanent and temporary investment tax credits, standing alone, would ¢reate some

H
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160,000 privétc-scclor jobs by the end of 1994,

BACKGROUND: Perot's approach is not a sensible way to look at the problem.
Generating a highway job requires more than a person's time; it also requires
construction equipment and asphalt. If we paid the workers half as much to stay home
we would get no roads; looking at the stimulus program more broadly, we also would
get no children immunized or educated, no public facilities repaired, and so on.

CHARGE 9: Perot claims that President Clinton misled the American people during the
campaign when Candidate Clinton emphatically denied Bush's charge that he would raise tax
rates on all people with incomes over $36,000. Perot claims that President Clinton has now
raised taxes on middle income people.

RESPONSE: During the campaign Bush said, "To get to 150 billion, even with his
other plan governor Clinton would have to raise the tax rates on every individual with
over $36,600 a ycar in taxable income and that is a fact." [Campaign rally, Wixom,
MI, 9/26/92]

Both Bush and Perot got it wrong. Under the Clinton plan, the bulk of new revenues
come from those who can most afford to pay. Income tax rates are raised only on the
top 1.2 percent wealthiest Americans —- individuals who make $115,000 per year and
couples that make $140,000. Middle income people who make more than $30,000
will be affected by the energy tax, but it will cost average families only $17 per
month when it is fully phased in. People who make less than $30,000 per year will
not be affected by the BTU tax because of the offsetting increase in the Eamed
Income Tax Credit.

Objective studies by the nation's top tax and accounting companies completely confirm
our estimates.

Arthur Anderson showed that a family of three making $25,000, would actually
receive a $700 tax cut because the amount we increased the Earned Income Tax Credit
is so much larger than the energy tax.

Coopers & Lybrand found that for a family of four making $55,000 adjusted gross
income their tax rate would go up less than $11 a month.

BACKGROUND: It should also be noted that objective study after objective study
has shown that the average family pays only around $15 more a month in higher
energy taxes and a USA Today article published in March showed that many middle
class families will save over $1000 in mortgage costs from the reduced interest rates
that have been brought about already from the seriousness of the Clinton plan. In
addition, the worst distribution table shows that the top 10% pay 70% of all of
revenues in the Clinton plan.



CHARGE 10: President Clinton falsely claims that he was forced to break his "promise” and
raisc taxes on the middle class because the deficit was worse than he thought during the
campaign; in fact, he knew how bad the deficit was all the time. He said in a July 1992
Busincss Weck article that the deficit would approach $400 billion.

RESPONSE: This is one of the most false claims that has been made about the
Prcsidcnt.

The unexpected increase in the deficit was the rise in FY1997 to $346 billion -~ more
thars $100 billion greater than when we first did our plan. When Clinton spoke to
Business Week he was not even talking about the deficit bascline in 1996 or 1997,
What he was referring (0 in that July 6, 1992 interview was that some were predicling
that the 1992 budget might rise to near $400 billion because of RTC costs and other
factors.

H

In fact, the February 1992 OMB budget had predicted the deficit for 1992 would be
$399.7 billion. When Congress did not deal with the RTC and fechnical changes were
made, the deficit for 1992 ended up being 3290 billion. Neither OMB por the CBO
had assumed in its projections that Congress would decide not to approve new funds
for the S&L cleanup. The wony of this is that it shows that no one can predict
whether the current deficit numbers are going 1o be correct.

The 1992 number was far lower than anyone expected, but the 1997 pumber that we
have 10 live with was more than $100 billion worse than Clinton ~~ OF anyone w-
could have known in July 1992.

BACKGROUND: This allegation also ignores the reality of the changes in the
economic outlook, and the composition of the President's program.

The Clinton program targets FY 1997 for $140 billion of deficit reduction. In fanuary
of 1993, after the election and evaluated on a consistent basis, CBO estimated that the
FY 1997 deficit would by 338 billion higher than it had previously expected; OMB
(still under George Bush) upped its projection by $50 billion. For sake of argument,
take the lower number, $38 billion.

i
The Clinton program contains two tax increases that affect the middle class: the BTU
{encrgy) tax, which raises 322 billion in FY 1997, and the increased income taxation
of Social Security benefits, which raises $7 billion. The total of the two middle-class
tax increases in FY 1997, therefore, 15 829 billion.

It follows that the Clinton program could have more than reached its target without the
middle-class tax increases ~~ but for the January deterioration in the budget deficit
outlook; the $38 hillion worsening of the projections exceeded the $29 billion of
middle~class tax increases. Relative to a $300 billion deficit, the $38 billion deficit



1cestimatc scems small; relative to the choices that have to be made to control the
deficit, $38 billion hurts badly. The Clinton Plan assumes the budget deficit for 1997
will be $346 million without the Plan.

CHARGE 11: The Clinton tax plan reaches down to people who earn $15,000 a year.

RESPONSE: False. The BTU tax affects everyone who consumes energy.
However, the Clinton plan increases the earned income tax credit (EITC) for low-
income working people, and energy conservation grants for low-income people. The
combined effect is to negate the impact of the tax, on average, for people with
incomes below $30,000. The effect will not be absolutely uniform; some people
(particularly working families with children) might receive net tax cuts, while others
may pay small net tax increases.

CHARGE 12: The Clinton Administration is considering a 5% Value-Added Tax.

RESPONSE: The Clinton Administration has not proposed a VAT. The health care
tax force is looking at a range of financing options and we feel that it is our
responsibility to think carefully and consider all possible alternatives before making
any decisions.

BACKGROUND: A 1992 non-partisan study from the Congressional Budget Office
(CBQ) cites the benefits of a VAT as follows:
4
. A VAT is often called a "pro—growth tax” as it does not distort the allocation
of capital among its many uses. It does not tax the return to savings and new
investments, [Effects of Adopting A Value-Added Tax, CBO, Feb. 1992, pg
49]

® Refuting any negative effects, CBO states that even a 6 percent VAT which
raiscs $150 billion in annual revenue
would have "only minor effects” on a $6 trillion economy. [Effects, pg 50]

®  Because a VAT is a tax on consumption, CBO predicts that a VAT would lead
to increased national savings and investment and long term capital stock
formation.

* A VAT treats labor and capital the same. Therefore, as the recovery

progresses, businesses have the same incentives to invest in increasingly
productive equipment and to rehire laid-off workers.

® A common misperception is that a VAT will lead to increased inflation which
could result in higher interest rates. As a tax on goods, a VAT will result in a
one-time increase in price levels. It does not, however, lead to increased



inflation. In fact, if a VAT were used to reduce the budget deficit, we could
reasonably expect to see a further decline in interest rates.

CHARGE 13: Perot cites the New York Times for many of his arguments, including his
charge that [? $90 billion?].

RESPONSE: 1t is ironic that Ross Perot is relying on the press to make his
arguments for him. During the campaign, Perot continually degraded the press. He
compared reporters to "teen-age boys" who have "less respect in this country than
Congress” and will "do anything for a 'gotcha’ story.” [Gannett News Service,
10/20/92] He told a New York Times reporter "I have to be real careful when you
ask a question.” [Reuters, 10/20/92] To one question, he replied: "That's press myth
No. 615." He slammed the media for creating "these fairy tales.” He accused
reporters of being interested only in getting raises and promotions by reporting
"gotcha" stories. [LLA Times, 10/5/92] And he said to the press, "I think you have an
enormous responsibility under the First Amendment that you don't discharge.”
[Reuters, 10/20/92]

CHARGE 14: Clinton broke his promise not to increase the income taxes of people earning
under $200,000.

RESPONSE: President Clinton's plan keeps his campaign promise to increase income
tax rates only for the wealthiest Americans. In fact, the plan increases income tax
rates for only the top 1.2 percent of the population.

CHARGE 15: There are good deficit reduction plans out there —~ Nunn-Domenici, Kasich
—— that do not require raising taxes.

RESPONSE: The Nunn-Domenici and Kasich plans do not specify how they will
achieve their deficit reduction.

The Nunn-Domenici plan calls for $2 trillion of deficit reduction over 10 years. This
includes substantial tax increases ($376 billion); it also covers $260 billion of
proposed new spending. Taking account of claimed interest savings, $1.5 trillion of
spcndiﬁg cuts are needed.

Nunn—Domenici propose an entitlement cap to achieve most of those savings. This is

a pure gimmick, a magic black box. But when you look within the magic black box,

almost 90% of all savings come from Medicare and Medicaid —— with dramatic cuts

incvitable in cuts to Medicare beneficiaries of all income. The Clinton-Gore plan

alrcady cuts $58 billion —- in specific line by line cuts from hospitals and doctors —-

over five years. Yet, the Nunn-Domenici plan calls in broad and vague terms at_least
v Y Y !



be in benefi ] d l Medi - ]
$2000 over a five year period, If we do that, on top of the Clinton cuts, without a
national health care plan, it would require severe cuts to Medicare recipients of all
incomes, that will cost people hundreds of dollars in benefits each year.

r
Certainly freezing entitlements at inflation and population growth sounds harmless, but
withihealth care often at three times the rate of inflation, limiting entitlements at
inflation is just a clouded way of saying we should simply reduce the deficit by
putting all of the burden on the elderly —— without doing anything to improve our
health care system.

The way to get entitlement costs down is to come up with a real solution —— a
national health care plan.

|
The only savings suggested in the Nunn-Domenici report is a brief list of
discretionary programs labeled, "Examples of Lower-Priority Programs to be reviewed
for Possible Termination or Reduction” (many of which are cut in the Clinton budget
plan). Assuming that all of those programs were terminated outright, the savings
would be $65.4 billion, or 4.4 percent of the total savings needed. There are $5.73 of

new faxes for every dollar of specified spending cuts in the Nunn-Domenici plan.

The Kasich budget plan is likewise nonspecific. $144 billion in spending cuts were
unspecified. There were also enormous Medicare cuts including increases in
copayments by the elderly regardless of income, speculative "managed care” savings in
Medicaid, and unrealistically high reductions in Federal employees in every form
(numbers of employees, salaries, benefits, and administrative costs).

According to the Center on Budget and Policy Priorities, the Kasich proposal would
achieve less long-term deficit reduction than the President’s plan. By 1998, the
Kasich plan's deficit would be $30 billion higher than under the President's plan.

The Kasich plan would hit hardest at older Americans. Although advertised as raising
premijums only on beneficiaries with incomes over $100,000, the plan also includes a
substantial new co-payment charge for Medicare beneficiaries at all income levels on
laboratory services or home health care. Also, the Center reports that the Kasich
proposal "largely shields the wealthy" from contributions to deficit reduction.

ROSS PEROT'S ECONOMIC PLAN: Would increase the motor fuel tax 10 cents per year
for five years and then maintain a total 50 cent gasoline tax ($157.8 billion). '

RESPONSE: Perot's motor fuels tax would hit low-income Americans twice as hard

as their high~income counterparts and with no compensating offsets. Low-income

familics spend more of their income on gasoline than their higher income counterparts.

10



Yet Perot would offer the working poor no offseiting relief.  While the Clinton
Aémngtm{zans propased BTU applies to everyone who uses energy, the Clinton
i}aégct pwposai will assist low-income families by increasing the earned income tax
credit and raising outlays for the Low Income Housing Encrgy Program.

BACKGROUND: The CBO estimates that a motor fuels tax would be highly
regressive. A gasoline tax equal in amount to the President's BTU tax would be 1
percent of cash income in the boitom income quintile, 0.7 percent in the second
quintile, 0.6 in the third, 0.5 in the fourth and only 0.2 in the top quintile. Although
the President's Biu tax has approximately the same income distributional effect as a
motor fuels tax, it is a significantly smaller amount than Perot's.

ROSS PEROT'S ECONOMIC PLAN: Would increase Medicare Part B SMI Premium
from 25 Percent to 35 Percent.

RESPONSE The Perot proposal to raise the Supplementary Medical Insurance
(SMI) premium from 25 percent to 35 percent wmﬁ{i ncrease aii ezxmiiecs prcmwm
costs by 40 percent. This change would cost ea rollge )

scar. Regardiess of their level of income, this Szzi}szazziza% z:zzsz mirease wt}ald piacc a
real burden on low-income retirees that need the current level of the subsidy while
only reducing, but not eliminating, the unnecessary subsidy (o the well~off retirces,

BACKGROUND: The $176 estimate is based on 1993 premiums of $36.60 per
menth. 1993 Annual Report of the Board of Trustees of the Federal SMI Trust Fund

pg. 64.
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