
July 1, 1994 

MEMORANDUM TO WHITE HOUSE STAFF 

From: Gene Sperling 

SUbject: Econom,ic Talking Points 

As part of the effort to get out the economic message, we put out the following 
materials for the House and Senate Democrats, I have also induded at the top a very good 
G-7 One pager that Laura Tyson, Larry Summers. David Sherman did On why the US is 
leading world growth. 

The materials !therefore include: 

• One Pager'On US Economy allhe G-7: 

• Message Points: a talking point document that reflects some of the preliminary 
thoughts that people working on the economic message have had. 

• I Page Summary Sheet: A One-Pager on BudgetlEconomic Accomplishments for 
the basic facts One would need for any speech or talk. 

• New Developments: This documents lists some facts that have not been in previous 
talking points that might be of interest. For example. it has a vcry positive Business 
Week Poll that shows growing optimism (90%) among business leaders, a Study 
showing state revenues going up due to growth not taxes, and some proof that good 
jobs are being created. 

, 
• 3 Page Qillck Summary of Economic Accomplishments: This lays out in bullet­
form a mOre 'expanded list of positive economic news, 

• Facts on Taxes: This document that gives the facts on why only the top 1,2% pay 
lace higher income tax rates, with these facts being validated by H&R Block and other 
sources. 

• 'Key Eeonomic Statistics: This is has a more in-depth list of economic facts on the 
main economic indicators that may be useful in defending the Administration's 
economic record. 

• Val/dating Quotes. This documents is has quotes from sources like Alan 
Greenspan, lehman Brotbers t Business Week, Robert Reischauer that give the 
Administration credit for the: improvement in either the economy or the budget. 



THE U.S. ECONOMY ON THE EVE OF THE G-7 SUMMIT: 

LEADING THE WAY TO RENEWAL 


The U.S. economy continues on a path 01 investment-led growth and low innatian. and is 
,cuing the pace tor the 0·7 as we approach the Summit. We're pleused thaLled by our 
cominmng, solid economic expansion, the other G-7 nations are moving into recovery <1:> well. 

• 	 Leading the way in growth. Since last year's Tokyo summit. real GDP in the U.S. has 
grown by 4.2 percent. This represents the best performance for the G~7 economies aunng 
Ihis period. In fact. it accounted for 75 percent of total G~7 growth for 199)~94. We expect 
to continue settmg the pace for the rest of 1994 anci into 1995. 

• 	 Leading the way in Job creation. OUf record here tS the best in the G~7 as well, and by a 
wide margin. In fact. we've created 3.1 million private sector Jobs since we look oltlce. 
nearly aU of the job creation In the industriaiized world. 

• 	 Leading the way in export growth. U,S. exports Hl volume terms. are projected 10 ri:,;e by 
eight ru:rcent this year. faster than in any other G~7 country and double the G~7 average. 

• 	 Leading the way in deficit reduction. We are now on course to have tile lowest budget 
deficit relative to GDP in the G-7 in 1995 

• 	 Leading the way in private investment. The C .S. has the fastest growth rate for private 
investment of any G-7 country. Spending on busmess equipmem 1$ at a postwar [ugh. 

• 	 Keeping inflation under control. The U.S. inflation rate ~.nce Tokyo is the lowest in 20 
~, Annualized rate for the first five months of 1994 was 2.3 percent. 

• 	 Showing soJid productivity gains. Productivity gro~th in the U.s. is now more rapid than 
in Europe. Japan. and Canada, 



GENERAL ECONOMIC TALKING POINTS 


!. DRIFT IN THE FACE OF ECONOMIC CHANGE WEAKENED OUR ECONOMIC 
PROSPECfS; 

• For over a decade, the paSt two Administrations chose drift and avoidance in an era 
of economic change and challenge. To ensure that America's middle class was 
strengthened during this period. the American people needed leadership that confronted 
its challenges, a solid foundation for private sector growth. and investment in giving 
its people (he tools they needed to prosper in a neW world economy. 

• During the 1980s. OUf Administrations borrowed too much from OUT people and 
invested too little: in our future, While taxes for the most well-off Americans were 
lowered. the deficit skyrocketed and at the same time we invested too little in the 
things that increase the productivity of our nation and the weB-being of our people. 
As a result. too many middle class families found themselves running harder just to 
stay in place. and there was too little opportUnit~' for others to work their way into a 
growing middle class. 

2. ECONOMIC RENEWAL REQUIRES US TO PUT OUR HOUSE IN ORDER AND 
GIVE OUR PEOPLE TIlE TOOLS TO EMBRACE CHANGE A1'1D MAINTAIN 
GOOD JOBS AND STRONG FAMIliES: 

A: PUTTING OUR HOUSE IN ORDER; After skyrocketing deficits for 12 years. this 
President and the Democrats in Congress had the courage to make the tough choices 
necessary to bring the deficit down, start fixing the things broken in government, while 
investing marc in our people. Together we took the following steps: 

• Hlstorie Spending Cuts aDd Deficit Reduction: As part of the largest deficit, 
reduction package in history, the President and Democrats in Congress cut $255 binion 
in spending -- one of the largest spending cut packages in history. 

• CUi 272,000 Positions: Cut 272,000 position:; from the federal bureaucracy over tbe 
next five years so that the size of the federal bureaucracy will go to its lowest level 
since the Kennedy Administration. 

• Improved Tax Fairness Achieved: While the deficit reduction plan relied on S25S 
billion in spending cuts. when taxes were !1lised, we asked only those in the top 1 % to 
face higher income tax rates -- with every penny going to deficit redDelion. At the 
same time we made Over 90% of smail businesses eligible for tax cuts and rewarded 
work by giving 15 million working families a tax cut. 
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8. POSITIVE RESULTS: Opponents of the 5-year economic pian passed by tbe President 
and Democrats in qmgress predicted doom and gloom if Congress acted responsibly and 
passed the President,'s economic plan. The facts speak for themselves: 

• The Dencit Reduction Plan is Working; As a result of the passage of the 
economic plan. the deficit is coming down for three consecutive years for the first 
time since Harry Truman was in the White House. Because of the passage of the 
economic plan, our deficit will now be the lowest as a percentage of natlonal income 
of any of the major industrial countries in the world. 

• Stronger Economy: After one of the slowest four year periods of job gro\Vlh since 
the Great Depression, the economyt under the Ginton Administration, is now enjoying 
a solid growth with strong private sector jobs creation and low inflation. 

• Jobs: [n tbe fIrst 16 months of this new Administration, the economy has created 
over 3 million private sector jobs -- nearly twO and a half times more [han were 
created in the economy during the entire Bush Administration. 

• Sound Economic Elements: Core inflation is the lowest in 21 years~ consumer 
confidence is at a four year high~ business investment in equipment is the highest its 
been since WWH as a percentage of GOP, and more businesses were incorporated in 
1993 sinCe they started keeping records in 1946. 

c: EQUIP OUR PEOPLE TO EMBRACE CHANGE, MAINTAIN STRONG JOBS 
AND SfRONG FAMILIES: More needs to be done. While ove, half the new jobs being 
created are good. hish wage jobs. too many an: still temporary. low-paying jobs and too 
many families feel they are struggiing to make ends meet. The only answer is to invest in our 
people throughout their lives to give them tbe tools they need to pro,pe'. 

• Educatlon: That is why we passed a GOALS 2000 legislation to spur education 
reform. a new school-to-work legislation to provide more avenUes for young people 
who don~ get four year college degrees. and a new college loan legislation that will 
make loans ch ..per for millions of young people, while giving students more choice 
including the option to borrow to invest in your education and then pay pack as a 

. smail percentage of your income. 
I 

• Change and Jobs: We must be committed to creating more jobs in this changing 
. economy and ensuring tbat OUr people are equipped to prospe'. We must pass the new 

world trade agreement that will create hundreds of thousands of jobs. while also 
passing a new fe-employment and job training program that will help people get the 
training and the skills they need 10 gain employment, change jobs. and get ahead in 
t~ new economy, 
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• Rewarding Work: Re-employmem is onJy one significant piece of the President 
and the Democratic Congress' plan to pass a strong pro-work agenda that rewards and 
honorS work. The President has introduced a bold health care reform plan that wiH 
guarantee that people have health insurance they can depend on -- that they can never 
lose. whether they get sick or change jobs. And that is why he insists On welfare 
reform that ends welfare as we know it. and rewards work instead of idleness.. 

3 




ONE PAGE SUMMARY ON ECONOMY/BUDGET 


SPENDING CUTS:, 

.' The economic plan included $255 billion in spending cuts. one of the largest spending cut 
packages in history. 

• The economic plan reduces the federal workforce and bureaucracy by 272,000 -- bringing 
it down to its lowest level since the Kennedy Administration. 

,, 
DEFICIT REDUCTION: 
• The deficit is proj~cted to decline for three years in a row for the first time since Harry 
Truman was in office. 

• The deficit is projected to be cut nearly in half from where it was projeCted to be by the 
end of the economic, pian, 

TAXES: 
• H&R Block and GBO confirm that the income fax rate increases will fall on only the top 
1,2%, (families with $180,000 adjusted gross income and over) while 98$% of American 
taxpayers paid the same or less taxes. 

• Over 1.5 million families who work and make less than $27.000 received a tax cut to 
reward work, The pian made over 90% of smal! businesses eligible [or tax cuts, 

INVESTMENTS IN PEOPLE: 
• Even with deficit reduction, significant investments were made in the American people. In 
1993, funds for trnining displaced workers were doubled, Head Start was increased by over 
$500 minion, WIe was put on a fun-funding path, GOALS 2000 school refonn legislation 
and a new sehooHo-work legislation passed. A new eoUeg. Loan legislation was passed that 
will make loans cheaper, while giving students more choice including the option to borrow to 
invest in their education and then pay pack'as a small percentage of their income. 
The Earned Income Ta, C<dit is up $21 biUion, benefiting 15 minion working families, To 
give people real security for change, however. we must pass health care and re-employment. 

JOBS AND EMPLOYMENT: 
• In the first third of the Clinton Administration'S first tenn. over 3 million privates sector 
jobs created -- ncarly two and half times more than were created in the entire Bush 
Administration. When President Ointon came into officel the unemployment rate was 7.7%. 
Nnw it has gooe down to 6,0%, 

STRONG ECONOMIC ELEMENTS: 
• Core inflation over the last 12 months is 2.8%. the lowest in 21 years. Consumer 
confidence is at its highest in four years. busjness investment in equipment is at its highest 
level since WWll, and businesses were incorporated in 1993 at a record level. 



NEW DEVELOPMENTS 

Below are recem or relevant facts or studies (hat have not appeared in the previous 
talking points and may be of some interest, 

I. GROWTH THROUGH THE EXPANDING THE PRIVATE SECTOR NOT 
EXPANDING THE PUBLIC SECTOR: 

• Private Sector Growth and Decreases in Government Purchases: Growth is 
being generated by the private sector, while Ihere is a decrease in government 
purchases. ~hHe the recent revision of the first quarter GDP numbers for 1994 
showed growth increasing by 3.4%, it also showed government spending down by 
),5%, Commenting on {his trend a month earlier, tlte New York Times stated: 

"For rhe first time since the late 1940s. the economy is growing strongly 
despite a sustained drop in purchasing by Federal, state and local governmenrs. 
The private sector is the only engine of gro'Nth in this recovery, unlike every 
other recovery in the last: four decades. in which government spending 
accounted for al least part of Ihe expansion."(tl!:w York Tjmes. May 17, 1994 
p.Ol) 

• Pri••te Sector Job Growth: This same trend holds .rue for the job growth as well, 
While 46%, of jobs during the Bush Administration were created in the private sector, 
over 93% of the jobs created in the economy during the Clinton Administration have 
been in the private sector. 

• Cuttillg Fede .... l Government p••itions: Those who voted for the 1993 economic 
plan. voted for cutting over 272,000 federal positions, which will bring the federal 
workforce to the lowest level since the Kennedy Administration, 

2. SUMMARY OF BUSINESS WEEK/HARRIS EXECUTIVE POLL, 7/4/94: 
The most recent Business WeekIHams Executive Poll demonstrates broad-based, growing 
optimism about the future of the economy among business executives around the country. 

• 90% of the executives surveyed were optimistic about the outlook of the U.S. 
economy in the next year. up from 83% in December 1993. 

• 44% of the business leaders believe that the rate of growth of the gross domestic 
product will increase more in the next 12 months than it did in the last 12 months. In 
comparison. six months ago only 25% of the executives expeCted higher growth in the 
next 12 months. 



• Only half of the executives polled expect long-term interest rates to increase Over 
the next 12 monchs. compared with two-thirds of [he respondents six months ago. 

• 81% of the executives believe that unemployment will either stay the same or fall 
over the next year. N'eady half the executives plan 10 increase the number of full­
time employees in their company over tbe next year. 

• Dramntically, over 90% of the business leaders expect sales in the next year to be 
higher than saJes in the past year and 69% plan to increase investment in plants and 
equipment. 

• 94% reported making a profit in 1993 and over 80% of tnose say they e'peet 
increased profits in 1994, 

3. QUAUTY JOBS: 

• In 1992 about 5C% of all the new jobs created were with tempotary help agencies. 
In contrast. during President Qinton's first year temp jobs accounted for only 13.1% 
of all the new jobs treated. (Business Week, June 20, 1994 p,32» 

4. JOB PROSPECTS: 

• A<eording to Manpower Inc:s third-quarter survey of 15,000 companies, 29% of 
U.S. businesses plan to hire workers this summer, the most bullish forecast since 1989, 

• In a recent Business Week poll, nearly half of the senior business executives 
surveyed reported that they plan to increase the number of tull-time employees in the 
next 12 months, while only 21% foresee a decrease in the number of full-time 
workers they employ, 

5. STATE TAX REVENUES UP mROUGH GROWTIJ -- NOT NEW TAXES: A new 
study by the Center of the Study of the States found strong revenue growth for stateS in 1993 
and 1994 due almost entirely to economi,c growth and not new taxes. This additional revenue 
takes pressure off local governments to raise taxes. In 1992, by contrast, almost aU of the 
increase in revenues came from legislated tax increases. 

Total Due to T.. Legislation 

1992 7,g 6.8 

1993 5,g 0,1 

1994 6,7 0.4 


Source: Center for the Study of the States 
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QUICK SUMMARY OF ECONOMIC ACCOMPLISHMENTS 

When President Clinton came into office. the delici/ had been going up for 12 years, 
trade agreements were stalled. job growrh was at historic lows. consumer confidence was 
shaky. Since President ClintoN came inro office. rhe deficit is down, inflation is down. tfade 
barriers are down, vrhile private sector jobs are up 3 million, growth is strong and steady; 
consumer confidence is at 4 year highs, and ,,·ew businesses are being incorporated ar record 
highs. 

DEF1CIT REDUcnON: 

• The deficit is projected to decline for three years in a row for the first time since 
Harry Truman was in office. 

• The deficit is projected to be Cut nearly in half from where it was projected to be by 
the end of the economio plan. 

• As a percentage of national income. the United States's defjelt is now projected to 
be the lowest ,of any major industrial economy. 

, 
• By 1998, the deficit will be $200 billion lower than where it would have been 
without Oin!on deficit reduction plan, 

• Because the economic plan relied on conservative numbers instead of rosy 
scenarios, the Congressional Budget Office has projected the deficit to be even lower 
than projected by Clinron Administralion. 

SPENDING CUTS: 

• Emnomi. plan included $255 billion in spending cuts, one of the largest spending 
cut packages in history, 

• The economic plan reduces the federal workforce and bureaucracy by 272.000 
positions -- bringing it down to its lowest level since the Kennedy Administration. 

• Cut 300 different programs, two years in a row, Including every major entitiement 
program, 

• Caned for eliminating over 100 domestic programs. 



• 

TA.XES; 

• H&R Block and CBO confirm that the income tax rate increases will fall on only 
the top 1.2% (families making over $180.000 in adjusted gross income)l while 98.8% 
of American' taxpayers paid the same 01' less taxes, 

• Over 80% of the new taxes were on famities making over $200,000 , 

, , 


• Over 15 million families who work and make less than $27,000 received a tax, cut 
to reward worle 

• The plan made over 90% of small businesses eligible for tax cuts. 

ECONOMIC GROWTH: 

Jobs: 

• In the firSt third of the Ointan Administration's first term. over 3 million private 
sector jobs were Cf'f!J\{ed -- nearly two and half times more than were created in the 
entire Bush Administration. 

• When the Clinton Administration came into office. (he economy has created seven 
more private sector jobs per month than under the Bush Administratjon. 

• One thiro into President aintoD's term, the economy has created over 3 million 
jobs, well ahead of the 8 million jobs he promised 

• In 1993, over tw'O rniHion jobs were created -- Qver 60% of them were good. 
managerial, professional or technical jobs paying 46% (or 5675 per week) above the 
average job. 

Unemployment Rate: 

When President Qinton came into office, the unemployment fate was 7,7%. Now it 
has gone dOWll to 6.0%, 

Inn.lIon: 

• Core inflatjon over the last 12 months is 2,8%. the lowest in 21 years. The overall 
cpr over the last 12 months is 2.3%, the second lowest rate since 1965. 

Business Incorporations: 

• In 1993, there were more new business corporations than any time since Dunn & 
Bradstreet started keeping records, nearly 50 years ago at the end of World War II. 



, 
Strongest in 20 Yean: 

i 

• Federal qtairman Alan Greenspan said that the economy was in the strongeSt shape 
in two decades, and that the deficit reduction passed in 1993 had contributed (0 this 
stronger econOm 'i. 

Consumer Confidence: , 

• Consumer confidence went up to 92.0. the largest increase in four years. It is up 
approximately 50% since the Congress passed Ihe Clinton economic plan. 

Investment: 

• Business investment tn productive equipment is the highest percentage of our 
narional in~mc as since World War H. 

• After goi~g down -3.5%. in 1991, and up 6.9% in 1992. business investment in 
productive equipment was up 16.3% in 1993 and up 16.8% in the first quarter of 
1994. ' 

INVESTMENT IN PEOPLE: 

I 
• Despite s~vere deficit reduction constraints. important new economic legislation was 
passed and signifi(at}t increases were made in key investments in people.. . 

• In 1993. funds for training displaced workers is doubled, going to over $1 billion 
for the first time. 

• Head Sta~ was increased by over $500 miUion; 

•• W1C was;put on a full-funding path. and increased funding by $350 million. 

• Earned Income Tax Credit is up 521 billion for 15 million families. 

• GOALS 2000 legislation passed to spur education reform, whiJe a new school-to­
work legislation passed to provide more avenues for young people who don" get four 
year college degrees. 

• New coUege Loan legislation was passed that will make loans cheaper, while giving 
students more choice induding the option to borrow to invest in your education and 
then pay pack as a small percentage of ones income, 
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THE FACTS ON T.iXES 

The President's economic pian shifted federal pnorities while bnngmg the deficit down 
:n a fair and balanced manner, The pian inciuded over $2.50 biilion In spending CUtS and 
:-zcariy as much deficit reduction from revenue increases. The plan caUed for toug.h choices. 
;nduding a ~,3 cents per gaiton gas tax~ :equiring: the: top 12.5% of SOCial Security recipIentS 
(0 include mOre of their benefits as taxable income. and a 1% fatC increase on !ess than l % 
of major corporations. 

Yet. the A~inistration stated that the taX rates were only raised on the top 1.2% of 
working households -- wbile 98.8% . saw no tax rate increase. and intleed 15 million 
households were eligible tor an expanded Earned Income Tax credit. While much 
misinformation was put Conn last year, it is imponant to assess the facts. Attached are somc 
l<cy faCts. with some of the source matenals attached. 

THE PRESIDENT'S PLAN REDUCED THE DEFICIT IN THE MOST FAIR WAY 
POSSIBLE: BY RAISING RATES ON ONLY THE TOP 1.2% - HOUSEHOLDS 
MAKING OVER'$l80.000. 

• As the W..hjnilon Post reponed, tbe Congressional Budget Office has found ·oaly 
• sliver of tax file,. - 1.2% will. face higher income 'ax bill on' April 15 ))c:(:ausc 
of the Ointon Administration's economic program. aa:oniing to the Congressional 
Budget OffiCe," The "inanne ,ax applies ooIy to taxable income in ex..... of...gross 
income of roughly $185.000: ("GOP Tax lssuc: May Fade Away: Only 1.2% of P"dcrs 
will face Increase. CBO srudy Finds: WashjDilQD Ppst 1/13/94 pA8) 

• AS Newsweek Columnist Jane Bryant Quinn writes: 'What with all that hooting and 
hollering over President Ointon's income tax iaw. you might believe that your tax has 
probably gone up. Relax. The tax increase on 1993 rerums bit only l.2 percent of 
taxpayers, all of them in the highest brackets. They're infiuential. so when 'hey hoUer 
they get heard. Bul they can afford the higher 13te anti their payments will help to 
slow the rise in tbe mammoth federal deficit. For everyone else, so little is new that 
Pt'Cparing your own taxes should be. breeze." (Man:b 15. 1994) 

GAS PRICES ARE LOWER TODAY THAN WHEN THE BUDGET WAS BEING 
CONSIDERED: The American AutOmobile Association reponed that even aftcr the 4.3 
cents • gallon tax' increase. gas prices Win be down on Memorial Day by 2.7 centS from the 
year before, 



\fIDDLE CLASS ;WORKING fAMIUES ARE HELD HARMLESS: NO I:-ICOME 
TAX RATE mCREASES: 98.S% OF ALL AMERlCA:"S WILL NOT SEE THEIR 
TAX RATES INCREASE. 

I 
• H&.R Block have coniirmed .hat: 

• income I::L,( rates are raised only on the "lOp i.:% of aU ta~payen" 

• there is "no income tar increase for middle-income "W2l'~;(ers .. incame ttU 

rates are unchanged on midtJIe incomes - - 82.2% of aU tax payers" 

• there is a lax cut for the Oihe, "16.6% of aU taxpayers (whol benefit from 
Earned Income Tax Credit [,pansian" 

~H&R Block Anaiysis of the [ncomc Tax Consequences of the Revenue 
Reconciliation Bill at 1993" pp. 21-24. 

• Delaine &. Touche's anaIvs;. showed ,he change for working families in 1993 based 
on changes in ,ax "'tes. The analysis found the following changes: 

[neame AQI Iarablc Income Cbapp; 

550.000 $30.100 SO 
5100.000 573,600 SO 
Sl50.000 $116.346 $0 
$200.000 $166.166 $1,308 
5500.000 5441.746 S21,99O 
$1.000,000 5886.746 560.260 

"Dcioine &. Touche [ncome Tax Rate Analvs••, Pn:scn' and Proposed L1w Tax Rate 
Scenarios; Typical TaxpayctS. -- New Top 1993 Rates:' 

• 

l5 MILLION FAMIUES - OVER 15'11> OF ALL TAXPAYERS WHO WORK­
WILL RECElYEA TAX CREDrrTO REWARD WORK: 

, 

• Tho Pn:sidcnt'. plan expanded 'he Earned Income Tax Credit so lhat 15 miUion 
more families and households will get a tax CUI to ensure tb. ~idcnt·. commitmcm 

. tbat if y<>U work full-time and have a child at bome. you should not have to mise thai 
child in povcny. According to H&R Block. 16% of all taxpayers will get a lax cut 
due to the Earned Income Tax Credit, 

. 

• This expansion helps working fumilies with low-incomes get ahead. and is a fust 
building block in the President'S plan to reward work over welfare. , 



OVER 90% OF SMALL BUSINESSES ARE EUGIBLE fOR TAX CL'TS: 

Onl',' about 4% of :·...-ners or smail businesses make over 5180,000 in adiusted £roSS . . ­
income: and therefore: are affected by the increase in [he highest tJ.X fmcs. wnilc: ovcr 
90% of smail businesses wlil be eiigible: for tax reductions tllrOugh increases in 
expensing and a new capttal gains tax CUt lilrgctec to small business. AS the Wall 
Street Journal ~'rites: "onlv 4% of those: taxpayers who report some: business income. . . 
dn their tax rerurns -- and that includes panncrs in law firms and investment bankers 
as well as owners of smail manuiacrunng companies ...- make: sufficient money to be 
hit by tbe higher tax rates." "Foes of Clintons Tax Boost Proposals Mislead Public 
and Finns '!" the Small BUSiness AspectS." Wall Stroelloumal. July 20. 1993 

• Small ~inesses are now allowed 10 expense 75% more due to the: President'S 
economic plan -- going from 510.000 to $17.500. 

• There is a new caoital 2ains tax cut t3ntetcd to CXlJansion and creation of small 
businesses. lnvcstorS wno~invest for more~than 5 y~ In small businesses can get a 
50% cut in their capital gains rate. 

• The plan' also continued the 23% deduction for health premiums for the seif­
employed. The Prosidenl IS now proposing a 100% deduction in his health care plan. 

TAXES ON 11IE TOP 1.2'1'. HAVE NOT IlAD A NEGATIVE EFFECf ON TIlE 
ECONOMY: While .U agree lhat the deficit reduction package has helped stn:ngth<:n our 
lo.g-telm economic prospects. some had warned that the modest increase on taxes on thO$C 
in the tOP I% of individual and corporate filers could have a negative impact on the 
economy. Most analystS now reject this view, 

• Acconling to tb. WID Strut JOlUJlal: "JUS! how much will the Clinlon taX 


increase on the most weU..oQff Amencans hun the economic recovery? 

Although the tax rise will take some Zesl out of consumer spending. 

mainstream economists say It poses no serious threat to the economy." ("Higher 

Taxes Unlikely to Hurt Recovery: Economists Sec Minor Impact on Consumer 

Spending." Wall Street Journal, December 2:2. 1993) 


• AtalnilDfI to Bpsin... Wuk: Back in August. wben ~ident Qinton's five 

year, $240 billion taX inausc passed. the Senate critics pn:dicted the 

worst ... Wen•• funny 'hing happeoed on ,be way '0 AImageddon. The economy 

wbieh was growing at an anemic 1.3% annual rate before the taX hike became 

law, expanded al more than twice .hat ral. during th. second half of 1993. 

Wbat's more. economists figute growth rtaebed 4% or mot<: in tbe fourth 

quarter. And in tbe six months since Clinton sigued 'he measun: nearly a 

million new jobs have been created. while personal consumption has come 

close to 4% ... jt suggests that fears about the inc:rcasc of a modest tax inc::rease 

were OVerblown." ("The Tax Hike Won~ DendI the Recovery," by Howard 

Glcckman. Business Week, J3Duary 31. 1m) 




KEY ECONOMIC STATISTICS 

June 29, 1994 


, 
J 

I. UNEMPLOYMENT: 

• UNEMPLOYMENT RATE IS DOWN: The unemployment rate declined from 6.4% 
in April to 6.0% in May, It has nOw declined from 7.7% in January 1993 to 6.0% 
for May, 1994. , 

2, JOB CREATION:, , 
• mE ECO~VOMY HAS CREATED ALMOST TWO AND HALF TIMES MORE 
PRiVATE SECTOR JOBS IN 16 MONms TlfAN WERE CREATED UNDER ALL 
FOUR YEARS OF mE PREVIOUS ADMINISTRATION: Under the iour year period 
of the previous Administration only 1.311 million private sector jobs were created 
(1/89-1/93). In the finit 15 months of the Clinton Administration, 3.115 million 
privat,c sector jobs were created, 

- While 93% of the iobs created during the Clinton Administrationls tenure 
have been in the private sector, only 54% of the jobs created during the 
previous four years were in the private sector, 

- MORE TlfAN SEVEN TIMES MORE PRiVATE SECTOR JOBS PER 
MONm: The economy has created 195,000 private sector jobs per month in 
the fitst 15 months of the Clinton Administration -- mon: than seven times the 
27,000 private sector jobs per month created in [he previous four years. 

• MORE JOBS OVERALL IN 16 MONTlfS (3.357 MlLLION) TlfAN IN mE 
PREVIOUS FOUR YEARS COMBlNED (2.444 MIUION): 

• MORE TlfAN A MILLION JOBS IN mE FIRST FIVE MONTHS OF 1994: AHEAD 
OF SCHEDULE FOR 8 MlLLION JOBS IN FOUR YEARS: The economy has now 
created mon: than i,237,000 million total johs in ,he first five months of tbe year, 
96% (1,186,000) in the private sector. More than two million jobs were created in 
1993. The cumnt pace --247,000 johs a month -- puts the economy well ahead of 
schedule to create "2 million more in '94" and ahead of schedule to create 8 million 
johs by the end of 1996. 

• MANUFACTURING JOBS ROSE SIX TIMES IN mE P,~ST EIGHT MONmS; 
After serious declines for several years, manufacturing jobs wert up in six of the past 
eight months. They are now up 56,000 OVer the last eight months. 
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• CONSTRUC1l0N EMPLOYME,\7' HAS INCREASED FOR ELEVEN STRAIGHT 
MONmS; Construction employment has increased for eleven straight months. After 
declining by:664,OOO jobs during the Bush Administration. construction jobs are up 
386,000 jobs since January 1993. 

, 
• AuTO JOBS ARE UP: Auto employment has increased 46,000 over the Inst 12 
months from 820,000 to 866,000. 

I 
3: HIGH QUALITY JOBS ARE BEING CREATED 

• in 1993, Over half of the new jobs created were professional, managerial or 
technical jobs paying 46% above the average wage, 

• In 1992 about 50% of all ,h. new jobs created were with temporary help agencies, 
Ln contrast, during PresJdent Clinton's first year temp jobs accounted for only 13.1% 
of all the new jobs created, 

4. BUSINESS PEOPLE ARE OPTIMISTIC ABour FUTURE JOB CREATION: 

• [n a recent Business Week poll, nearly half of the senior business executives 
surveyed reported thCit they plan to increase the number of full-time employees in the 
next 12 months, while only 27% foresee a decrease in the number of full-time 
workers they employ" 86% believe that unemployment will eIther stay the same or 
d..:line. 

• In addition, the Manpower Inc.', third-quarter survey of 15,000 companies shows 
that 29% of U,S. businesses plan to hire workers this summer, the mOSt bullish 
forecast since 1989. 

5. MORE BUSINESSES BEING CREATED & FEWER ARE FAILJNG: Dunn and 
Bradstreet stated that "In 1993, the United States posted the greatest number of yearly 
business incorporations since Dunn & Bradstreet began reporting this data in 1946." In 
addition, business failures also declined by 11,4% in 1993. 

, 
, , 
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6. INFlATION REMAINS LOW: 

• While we :are vigilant in watching for intlation. the signs so far remain positive, 

• Core CPI (excluding food and energy prices), over the past 12 months rose 2.8% ­
the lowest annual increase in over 21 years. The overnH CPI has been 2.3% over the 
last 12 months. the second lowest since the 1966, 

• Top private forcc?:sters still sec rnoderatellow inflation, and have even decreased 
their inflation forecasts, The June Blue Chip Forecast projects inflation to be down 
from 3.0 percent in 1993 to 2.7 percent in 1994 and.t 3.3 percent in 1995. 

• The American Automobile Association reported that even after the 4.3 cents a 
gallon tax increase. gas prices will be down on Memorial Day by 2.7 cents from the 
year before. 

• The Producer Price Index was negative (-0.4%) over the last 12 months and the 
core PPI was just 0.4% -- dose to the smallest increase since the government started 
measuring this series in 1974) when price controls were in place. 

• Average prices of finished goods leaving America's factory gates are lower. in 
absolute tenns. than a year ago. 

S. BUSINESS CONFIDENCE IN THE ECONOMY: 
I 

• Faunae Magazjne. finds CEDs of both large and smaU companies are more 
optimistic about the furure than they bave been in nearly a decade. More than 80% of 
small business and major CEOs report that theIr own sales arc uP. and 40% say they 
plan to hire new employees. 

• The most recent Business WeekIHarris Executive Poll published in the July 4, 1994 
demonstrates broad-based, growing optimism about the future of the economy among 
business executives around the country. The poll showed that: 

! 
• 90% of the executives surveyed were optimistiC about the outlook of the U.s. 
economy in the next year. up from 83% in December 1993. 

• 44% of tbe business leaders believe that the ratC of growth of the gross domestic 
product wUl increase more in the next 12 months than it did in the last 12 months. In 
comparison, six months ago only 25% of tbe executive, expected higher growth in 
future 12 months. 
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• Nearly half the executives plan to increase the number of full-time employees in 
their company over the next year. In addition, 87% of the executives believe that 
unemploym~nt will either stay the same or fall over the next year. 

• DramalicaHy, over 90% of the business Icaders expect sales in the next year to be 
hjgher than sales in the paSt year and 69% plan to increase investment in plants and 
equipment. 

• 94% reported making a profit in 1993 and over 80% of those say they expecI 
iIlC'l'ea5ed profits in 1994. 

6. CONSUMER CONFIDENCE: 

• Consumd, confidence is up to 92.0 on the Conference Board tndex for June, the 
highest in four years. Indeed. consumer confidence is up over 50% since the pat)Sage 
of the econOrnic growth plan in AUgust. 1993. 

• People are starting to become more upbeat about job prospects. According to the 
consumer confidence survey from the University of Michigan t the number of people 
believing tMt jobs were hard to get has declined from 41.6% to 29.1%. 

• A USNCNN/Gallup Poll released May 25, 1994 found thar more people now 
believe they are better off economically than at any time since September 1990. 

7. BUSINESS INVESTMENT: 

• Investment spending for equipment in 1994 is now at the highest level relative to 
GOP in the postwar period. 

• In the fIrst quarter of 1994, investment in equipment was also up a strong 16.1% at 
an annual rate. Business investment in equipment from the end of 1992 to the end of 
1993 was the highest in 20 years. 

• Since the beginning of 1993, real business spending on equipment is up 17.8%. 
Total capital spending leached $592 billion in 1993 (in infl.ation-adjusted dollars), • 
near record 12% of the gross domestic product. 

• Capital spending win remain strong in the future, The most reunt Business 
WeekIHarris polJ of business leadcrs reports that nearly 70% of the executives plan to 
increase the amount of investment in plant and equipment over the next year. 
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• Factory capacity growth so far in 1994 is the fastest since 1985, According 10 

economists a~ Dean Witter Reynolds Inc., u.s. companies have announced pians for 
more than ~ new plants and 70 plant expansions·already this year. 

• A Commerce Depanment report on June 9, 1994 revealed that US businesses plan 
to lift real investmtut on new plant and equipment by 8,9% in 1994, 

• Federal Reserve Data reveals that "businesses are increasing their borrowing from 
banks to help finance expansion plans, adding fuel to the economy" and that business 

, loans at the nation's banks rose $20 billion between September and March 2.3, 
according to the Federal Reserve. CFirms tncrcase Bank: Financing for Expansion," 
Wall Street Journal. April 8, 1994) 

8, BLUE CHIP FORECAST: 

• The:: Blue Chip Forecast for Iune showed solid growth with low inflation for the 
next two years. 

• The Blue Chip forecast for June predicts growth of 3.7% in 1994 and 2.8% In 

1995. 

• The Blue Chip inflation forecast is lower. While inflation was 3.0 in 1993, it is 
projected to be down to 2.7% in 1994, and up to only 3.3% in 1995. 

9. I;lITEREST RATES: 
, 

• Deficit reduction plan heJped lower interest rates and which fueled the interest--: 
sensitive pans of the economy and helped jump-start and solidify economic recovery. 

• Over 5 mimon families were able to refinance their homes at average savings of 
over $1000 a year. and most arc still reaping those savings even as interest rates have 
moved up, because they refinanced at fixed rates . 

. 

• Longterm interest rates today are still far below the 9.9% average of the Busb­
Reagan Administrations, while mortgage rates are well below the 11.06% average of 
the Reagan-:Bush era. 

10, HOUSING STARTS: 

• Housing starts are up 29.0% since January, 1993 after declining -38.5% during the 
Bush Administration. Housing permits are up 22% over the last year. 
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11. AUTO SALES: 

• Auto sal.. up almost 17% in the first quarter: Sales of neW C3r> and light trucks 
are "booming" -- up almost 17% for the first quarter of 1994 over the firnt quarter of 
1993. and sales hit a seasonal adjusted rate of 15.9 million units in March. Sales have 
dropped. back in April and May, but afC still above year-earlier levels. Earlier in 
1994, Chrysler reported its highest monthly vehicle sales in its 69-year history and 
Ford and General Motors had their highest light .ruck sales ever. 

• Auto jobs have increased by 46,000 over the last 12 months. 

12. PRODUCTIVITY: 

• Producth:ity growth in the Qinton recovery has been strong a strong 2,6%, far 
higher than ~he L6% annual average under the Bush-Reagan Administrations. 
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COMMEl'<'TARY ON ECONOMIC PlAN 

, 
Alan Greenspan, Chairman, Board of Governors of tb. Federal Reserve System, 1/31/94: 

"The actions taken last year to reduce the federal budget deficit have been instrumental in 
creating the basis for declining jnfiatjon expectatlons and casing pressures on Jong-term 
interest rates. Although we may not all agree on the specifics of the deficit reduction 
measures, the financial markets arc apparently inferring that, on balance, the federal 
government will be competing less vigorously for private saving in rhe years ahead. Partly 
because of these structural adjustments, the foundations of the economic e.tpansion are 
looking increasingly well-entrenched." , 
"The outlook. as a 'result of subdued inflation and stilt low long-term interest rates, is the best 
we've seen in decades." ::!/22i94 

"The outlook for the U.s. economy is as bright as it has been in decades. Economic activity 
has strengthened, unemployment is down, and price trends are subdued. In addition, unlike 
some cartier periods, business spending on new plant and equipment has been an important 
contributor to growth, This strength in investment will enhance economic efficiency and lay 
the foundation for the production gains that will bolster the economic welfare of OUI nation." 
(Testimony to the House Budget Committee, 6/22/94) 

Robert D. Relscbauer, Director, Congressional Budget Omce, 1/21/94: 

"The deficit picrure is significantly brighter than it appeared One year ago when the 
Congressional Budget Office projected that the deficit would soar above $350 billion by fiscal 
year 1998. CBO now projects that the federal budget deficit will rail from $223 billion in. the 
current fiscal year to below 5170 billion in 1996, then creep up to $200 billion in 1999. 1M 
dramatic improvement since last January is largely the result of the en.actment in August of a 
major package of tax increases and spending-cuts--fhe Omnibus Budget Reconciliation Act 
of 1993." 

uhman Brothe..., 1/10/94: 

"To President Clinton IS credit, early last year he rejected an either/or construction for u.s. 
growth verSl,lS deficit reduction. Clinton's blueprint for economic revival had as irs 
centerpiece a multi-year program of deficit reduction. but it promised higher growth in the 
short run. A move to restrain deficit spending, he wagered, would both lower u.s. long-term 
interest rates and energize Us. interest sensitive sectors. Lawer deficits, lower long-term 
tates and higher real growth was the overall promise. - With the di1i4 now rolling in for 
December 1993, it seems clear that President Clinron delivered on all three COWJlS over the 
second half of the year." 



Slebphen Roach. Senior E<onomist al Morgan Stanley (Wall Sireet Journal. 616194): 

"The forces of moderation are now intact. We could grow at 2,5% to 3.0% for two or three 
years or longer without a major glitch." , 

Business Week, 217194:, 

"Both Clinton and the economy head into 1994 on the momentum from a strong showing at 
the end of 1993, Lower long-term interest rates, for which the White House can take partial 
credit. helped to rev up spending for cars, homes, and durable goods generally, boosting 
factory orders and production, while heller growth In jobs and incomes kept people happy. 
The good news for the first quarter is that the fundamentals that lifted the economy at the end 
of last' year remain in place, ready to support joh growth this quarter." 

Business Week. 714194: 

"Indeed a new Business WeekIHarri, polI'shows that top managers are far from fearful of th. 
economic future. Fully 90% of the 401 senior executives surveyed were opfimistic about the 
outlook for the U,S. economy in the next year~ up from 83% in a similar query last 
December. Likewise only half of the executives polled expect tong-tenn interest rares to 
increase over the next 12 months compares with two-thirds of the respondents six months 
ago." 

u.s. News & World Report, 2114194: 

"The danger is that Washington's ideologica~ clamor will drown out a quiet economic truth: 
lAst year's budIJet package changed fiscal policy significantly, and the economy is already 
responding. 'Th. yield on a iO-year Treasury note averaged just 5.9 percent in 1993, 
compared with the 6.7 percent forecast by CBO one year ago and consumer spending 
moderated to 2.7 percent down from 3 percent that CBO had predicted. Clinton's budget for 
fiscal 1995 will project a deficit afroughly $178 billion - a dramatic improvement over the 
$230 billion shortfall that economists predicted just one year ago. Clinton will propose 
freezing or cutting budgets at 10 of 14 cabinet agencies and eliminating perhaps US sepamle 
federal programs." 

David Stockman as Reported by David Broder, 218194: 

"The most upbeat analysis of what lies ahead for America, under hi, (President Clinton's) 
policies, comes from none other'than David Stockman, the: architect of the Reagan 
administration budgets that the Democrats loved to hate. Stockman, now a New York. 
investment banker," showed up in Washington last week with an economic forecast that he 
acknowledged is brighter and shinier even than those he produced as Reagan'S budget director 
in the early '80s. which Democrats derided as "Rosy Scenario." At a conference here, 
Stockman drew a picture of: Steady economic growth through the end of the decade, with 
little or no threat of inflation. A budget deficit sinking to a "comfortable" and infinitesimal 



fraction of the nation's 3IUlual economic output. Health care COStS under COntrol. especially if 
Congress passes a Slripped-down version of tne Clinton plan." 

Allen Sinai of Lehman Brothers as Reported by the Washington Post, 3/2/94 

"This is the healthiest the American economy has been in 30 years." 

Washington Post, 2114/94
• 

"Slowly, but successfully, the American economy seems at last [0 have worked through the 
past two decades' accumulated policy errors and resulting disasterS. For the firSt time in 
years, official Washington's midwinter forecasts speak of strong performance ahead. One 
reason for it is the decline in the federal deficit. an achievement being loudly celebrated by 
the Clinton administration""But there more, and the optimism goes wen beyond the White 
House. The most cautious of observers. Federal Reserve Board Chairman Alan Greenspan, 
concedes that the foundations of economic growth ~are iooking increasingly well-entrenched. 
Robert Reischauer of the Congressional Budget Office, whom one senator described as 
"somewhat of a dark messenger in the pasts, sees years of steady growth ahead. Mr. 
Greenspan points out that core inflation rate is now lower than at any time since the early 
1970s .... Next year the CBO calculates. the budget deficit will be smaller in proportion to the 
size of the economy than in any year since 1979. As a result of those two things. interest 
rates are low, and business investment is rising powerfuUy," 
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THE STRENGTHENING ECONOMY 

SUMMARY 

ECONOMIC RENEWAL: Passage of the President's economic plan has put our economy on 
a stronger footing and spurred a period of economic renewal by replacing a shaky economy 
with a scHd recovery, led by investment in business and housing and resulting in strong job 
creation. Even with recent fluctuations in the markets. the fundamentals remain strong enough 
,hat in the first week of April. the Blue Chip forecasts increased growth projections for both 
1994 and 1995, without changing their projections for inflation. 

This deficit reduction plan at last took away the built in expectations of ever spiraling 
deficits helping to lower interest rates and kick-stan the economy. This progress belped: 

• Create twice as many private sector jobs in 14 months (2.3 million) as were created 
in the four previous years combjned 

• Keep core inflation in 1993 to its lowest in 20 years. Currently, oll prices remain 
low. productivity IS up. and unit labor costs and impon prices are modest -- all 
pointing to low inflation for the foreseeable future, 

• Produce three years of declining deficits for the first time since Harry Truman; a 
deficit that is projected to be cut nearly in half. and, as a percentage of GDP, the 1995 
deficit is projected to be the lowest since 1979 and the lowest of any major world 
economy. 

• Consumer confidence to be the strongest it has been in (our years or five years 
according to the two major reports. 

• Lower interest rates in 1993 enable over 5 minion Americans to refinance their 
homes at savings of $1000-$2000 • year. 

• Business investment in 1993 to grow at the fastest pace since 1972. 

This combination of steady growth and low inflation has led many of the top 
economists and financial experts from Alan Greenspan to Alan Sinai to now say the economy 
is in its soundest shape in 20-30 years. Lower interest rates in 1993 helped kick-start the 
economy. Now that the economic engine is: running, interest rates are rising, but not due: to a 
growing public deficit t but instead to a growing private sector that is demanding more credit 
'0 grow and expand. 

Indeed. the Blue Chip Forecasts have shown rhat the growth forecasr for 1994 rose In 

April from 3.6 to 3.7 percent and is up 0. 7 percentage points since January 1994) while still 
projecting inflation to decline from JO percent in 1993 to 2,8 percent in 1994, Perhaps) just 
os significan,ly, the April Blue Chip Forecas' for growth also increased for 1995 from 28 to 
2.9 while inflation projections for 1995 remained 013.3%. Another poll of 56 top 



economists surveyed by eSBe and USA Today a.nd released April 11. found that 84% of 
Ihose surveyed felt that inflation would nor be a problem in 1994 and 73% projected that it 
would nol be a problem for 1995. Even though SOme analysts expect Jong-tenn interest rates 
to moderate, 11 is worth noting that interest ratcs are still a full point lower today in a penod 
of strong growth than 'hey were at the bottom of the recession. and mot1gage rates are lower 
than at any time between 1973 and 1992. 

Most of all, Ihe signs in the economy sliII give the same simple message: steady 
sustainable growth and healthy job creation with low inflation. 



I. JOB CREATION 

• The economy has created 2.5 million jobs in the first 14 months of Ihe Clinton 
Administration -- 90% (2.3 million) in the pn\'(Jie sector, 

• The economy has created twice as many priwlte jobs il1 the first 14 months of the 
Clinton Administration as wert creaJed under in the prew'ous Jour years combined, 

• Under the four year period of the previous Administration a total of only 
1.002 million private sector jobs were created (1/89-1/93). In tne first 14 
months of the Clinton Administration. 2.3 million private sector jobs were 
created . 

• While over 90% of the jobs under Clinton were created in Ihe private sector. 
more than half of the jobs created in the las! four years were in the public 
sector: Even when both public and private sector jobs arc combined. the 
economy has now created 2.5 total milHoD jobs in 14 months -- far more than 
the 2.~59 million in the previous four years combined. 

• Eight times more private secter jobs per month: the economy has created lfi4.000 
private Sector jobs per month in the first 14 monthS of the Ointon Administration, 
eight times more than the 21,000 private sector jobs per month created under the Bush 
Adminislration, 

.2 Million More in 94': Two million jobs v.:ere created in 1993. In the first three 
months of 1994, the economy created 208,000 jobs per month -- ahead of the pace 
needed to create 2 million more in 1994, This also puts the Administration On track to. . 
create 8 miHion jobs over four years. 

• Manufacturing Jobs Up: Manufacturing jobs have been up fot six straight months 
-- after steady iosses for 5 years -- an increase of over 88,000, The return of more 
norma! weather conditions contributed to a 74,000 increase jn construction jobs in 
March. 

2. UNEMPLOYMENT RATE IS DOWN 

• under thejcurrent standard, the unemployment rate has declined from 7.7% in 
January 1993 to 6.5% in March 1994. 

, 

3. INFlATION IS AT HISTORIC LOWS, 

- Core CPI (eXCluding food and energy prices), over the past 12 months rose 2.8% 
the lowest annual increase since 1966. 

- Core PPI inflation over the year was just OA%, the smallest increase since the 
government started measuring this series in 1974. when price controls. were in ph::.ce, 

- The April Blue Chip Forecasl projects inflation to be down from 3.0 percent in 1993 
to 2.8 percent in 1994 aod at 3.3 percent in 1995. Anotber poll of 56 top economists 
surveyed by CNBC and USA Today and released April ll. found tnat 84% of .hose 



surveyed felt that inflation would nO( be a problem in 1994 and 73% projected that it 
would not be aproblem for 1995. 

4. BUSINESS INVESTMENT 

, 
• Over the past year, real business spending on equipment is up 18.4% - the real 
investment spending for equipment is now at the highest level relative to GDP in Ihc 
postwar period. 

• A Commerce Department report on April 7, 1994 revealed 1hat US businesses pian 
to lift investment on new plant and equipment by 8% in 1994, 

• Federal Reserve Data reveals that "businesses arc increasing their borrOWing from 
banks to help finance expansion plans, adding fuel to the economy" and that business 
loans at the nation's banks rose $2Q billion between September and March 23, 
according to the Federal Reserve. (" Firms [ncrease Bank Fjnancing for Expansion." 
Wall Street Journal, April 8. 1994) 

5. AUTO SALES: 

Auto Sales up 20%: Sales of new cars and light trucks "boomed" in March. rising 
20% from a year ago and hitting a ,eason.1 adjusted rate of 15.9 million. Chrysler 
reported its highest monthly vehicle sales in its 69-year history and Ford and General 
Motors had their highest light truck sates ever. 

6. DURABLE GOODS: 

• In the fourth quaner of 1993, real spending on household durable goods was more 
than 11% higher than its level a year earlier. This was the highest annual increase 
nearly in a decade. 

7. HOUSING: 

• Bad weather slowed housing stans at the beginning of 1994. but Single-family 
housing starts in December were at their highest level since 1978. 

8. CONSUMER CONFIDENCE IS PICKING UP 

- The Conference Board's Consumer Confidence index is up to its highest level in 
nearly four years and the University of Michigan report was at roughly a five year 
high. 

9. RETAIL SALES 

- Indexes by Salomon Brothers and Alex Brown & Sons showed that March retail 
sales for major stores "soared" 11 % from a year earlier. (Big Retailers Report a Surge 
in March Sales, :\Yoll Street lournal, April 5, 1994) 

- Retail sale. have been up 10 of the last II months, and were up 7% in 1993. 



COMMENTARY ON PRESIDENT CLINTON'S ECONOMIC PlAN 

Alan G ....n'pan, Chairman, Soard of Go.ernors of the Federal Reserve System, 1/31194: 

HThe actions taken last year to reduce 1he federal budget deficit have been instrumental in 
creating the basis for declining inflation expectations and easing pressures on long-term 
interest rates. Although we may not aU agree on the specifics of the deficit reduction 
measures, the financial markets are apparently inferring that, on balance, the federal 
government will be ~ompeting less vigorously for private saving in the years ahead, Panty 
because of these structural adjustments. the foundations of the economic expansion are 
looking increasingly well-entrenched," 

"The outlook, as a result of subdued inflation and still low long-term interest rates, is the best 
we've seen in decades." 2122/94, 

Robert D. Relscbauer, Director, Congressional Budget om.., 1127/94: 
, 

"The deficit picture i.s Significantly brighter than it appeared one year ago when the 
Congressional Budget Office projected that the deficit would soar above $350 billion by fis...l 
year 1998, CSO now projects that the federal budget deficit will faU from $223 billion in the 
current fiscal year to below $170 billion in 1996, ,hen creep up to $200 billion in 1999, The 
dramatic improvement since last January is largely the result of the enactment in August of a 
major package of tax increases and spending-cuts--the Omnibus Budget ReconciHation Act 
of 1993," 

Lebman Brothers, 1110194: 
, 

To President Clinton's credit, early last year he rejected an either/or construction for U.S. 
growth versus deficit reduction. ainton's blueprint for economic revival had as its 
centerpiece a mulli-year program of deficit reduction. but it p{omistd higher growth in the 
short run. A move 10 restrain deficit spending. he wagered. would both lower U.S. long-tenn 
interest rates and energize U.S. interest sensitive sectors. Lower deficits, lowet long-term 
rates and higher real growth was tbe overall promise. With the data now rolling in for 
December 1993. it seems clear that President Ointon delivered On all three counts over the 
second half of the year." 



Business Week, 2.7194: 

"Both Oioton and the economy head into 1994 on the momentum from a strong showing at 
the end of 1993. Lower long-leon interest tates, for which the White House can take panjal 
credil. helped 10 rev up spending (or cars, homes, and durable goods generally, boosting 
factory orders and production. whi1e bener growth in jobs and incomes kept people happy. 
The good news for the first quarter is that the fundamentals that lifted the economy at the end 
of last year remain in place, ready to suppOrt job growth Ihis quarter." 

u.s. News & World Report, 2/14/94: 

The danger is that Washington's ideological clamor will drown out a quiet economic truth: 
lAst year's budget package changed fiscal policy significantly, and the ecolWmy is already 
respmtding. The yield on 3: lO-year Treasury note averaged just 5.9 percenl in 1993, 
compared with the 6.7 percent forecast by CBO one year ago and consumer spending 
moderated to 2.7 percent down from 3 percent that CBO had predicted. CHnton's budget for 
fiscal 1995 will project a deficit of roughly $178 billion - a dramatic improvement over the 
$230 billion shortfall that economists predicted just one year ago. Clinton will propose 
freezing or cutting budgets at 10 of 14 cabinet agencies and eliminating perhaps 115 separate 
federal programs." 

David Stockman as Reported hy David Broder. 2/8194: 

"The most upbeat analysis of what lies ahead for America, under his (President Clinton'S) 
policies. comes from none other than David Stockmant the architect of the Reagan 
administration budgets that the Democrats loved to hate. Stockman, now a New York 
investment banker, showed up in Washington last week with an economic forecast that he 
acknowledged is brighter and shinier even than those he produc~ as Reagan's budget director 
in the early '80s, which Democrats derided as "Rosy Scenario." At a conference here. 
Stockman drew a picture 0(: Steady economic growth through Ihe end of the decade. with 
little or no threat of inflation. A budget deficit Sinking to a )'comfortable" and infinitesimal 
fraction of the nation's annual economic output. Health care costs under contro', especialiy if 
Congress passes a stripped-down version of the Clinton plan." 

Allen Sinai of l.A!hman Brothers as Reported by Ibe Washington Post, 312194 

"This is the healthiest the American economy has been in 30 years." \ 

David Shulman or Salomon Broth ... as Reported by Ihe Washington Post, 312194 

"The economic recovery is now moving from Wall Street to Main Street. There wiU be less 
money flowing inio the financial economy, and more flowing into the real recovery." 



PROGRESS ON GETTING OUR FISCAL HOUSE IN ORDER 

FISCAL RESPONSIBILITY HAD LAID A FOUNDATION FOR ECONOMIC 
GROWTH: After being in office less than one month, the President presenlCd to Congress a 
major economic plan to reduce the deficit, spur job creation and business expansion and 
invest more in our people. By August. the Congress passed the President's plan including 
$500 bUlion in deficit reduction -- including the largest deficif reduction plan in history. 

• The plan cut spending by $255 billion -- including a 12% real cut - in 
discretionary spending over -5 years. 

• Over 300 programs were cut in the first year of the plan, and tbere were reduction 
in nearly tv'ery entitlement -- amounting to ovec $80 bUlion in entidement savings. 

THE BUDGET JUST PRESENTED -- IMPLEMENTING THE SECOND YEAR OF 
THE PRESIDENT'S PlAN -- IS ONE OF THE TOUGHEST EVER PRESENTED TO 
THE CONGRESS: 

• It cuts spending in 60% of all major spending accounts: ~- 379 programs cut out 
of 626 programs. 

• It calls for completely eliminating 115 programs 

• 10 of 14 major Departments are cut in real terms, and 7 of 14 arc cut even if you 
do tIDt take inflation into account. 

THE ECONOMIC PlAN IS WORKING TO BRING DOWN THE DEFICIT: 

• For a change, the deficit is coming in lower than projected -- after going up almost 
unstopped for 12 years. It is now projected to go dovm three years in a row -- for the 
first time since Truman was in the White House, 

• It reduces the deficit by $126 billion in FY1995 alone -- a 40% cut from what it 
would have been without our plan., 

I 
• The plan reduces the deficit by $200 billion.!n FYl998 -- less than half of what 
the deficit would have been without passage of the President's plan. The Presidentls 
plan CUls the deficit in half in three years as a percentage of OUT national income. 

• The Congressional Budget Office has found the President's budget plan will lower 
the deficit even more than OMB projects, 

• As • percentage of GDP, the deficit is now projecred to be lower than any of the 
worJdls major economies, according to the OECD, 
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INVESTMENTS IN THE CliNTON BUDGET 
I 

Although the Clinton budget redu«. the deficit by 40% by FYI995 and maintains the 
real decrease -- a ;'hard freeze" -- of discretionary spending. the budget still makes billions 
of dollars in additional spending cuts s.o that America can make the investments it needs in 
education, training/ law enforcement! defense conversion, children and Other top priorities. 
Comparing what was being done in key programs in 1993 versus what is proposed in the 
1995 budget, it can be seen that the Administration is pursuing bold increases in key 
investments while bringing the deficit down dramatically. , 

The increase. between 1993 and 1995, if the Clinton Budget is implemented, 
would be the fOllowing: 

EDUCATION REFORM: $700 million more for Goals 2000; 
I 
I 

HEAD START: $1.25 billion mon; for Head Start; 

CO~IMUNITY POLICING: S15 billion mOre for community policing; , 
, 

AILlS: nearly doubling funding for Ryan White, from $348 million to 
$672 million;, , 

W~RKER TRAINING: 2.5 times more for worker training, from 
$602 million to $1.5 billion; 

, 
HOMELESSNESS: more than 2 times more for the homeless, from 
$572 million to $1.25 billion; 

TECHNOWGY, nearly triple the funding for our top technology program, 
NIST, from $381 million to $935 million., 

I 

NATIONAL SERVICE: more than ten times more on national service; ,, 
, 

WIC: $700 million mOle for WIC, keeping it at a full funding pace;, 
I 

HOUSING VOUCHERS: more than doubling of housing voucherS, from 
$1.3 billion to $2.7 billion; 

i 

ENERGY CONSERVATION: nearly doubling energy conservation R&D 
from $349 million to 5659 million. 



April 9, 1994 

To: David Kusnct (cc: Don BacT) 
From: Gene Sperling 
Subject: Economics and Jefferson Speech 

Here is a start. Let me know what you need on Sunday. 1111 be in most of the day. 

1. Foundation: 

We could not repair the damage without first ensuring that we were working from a 
stable economic foundation. 

We started with a comprehensive strategy to ensure that we gave the private sector the 
foundation they needed to invest morc, compete better and create more jobs. , 

OUf goal was to bring down the deficit in a fair and effective way, that would still 
allow us the wisdom to cut what was needed, while investing more in things like 
education and training that we need to help our people embrace change. 

2. Tough and Real Plan; Fair Taxes 

Last year, over 200 members of Congress and some 50 Senators made a brave vote for 
economic change -- even though it cut 340 programs, included reductions in every 
entitlement and even though it asked more in taxes from the most-well off 1.2% of 
our taxpayers. 

Certainly, this plan did call for some tough choices. As we said last year, the top 
12.5% of Social Security recipients would see a little more of their benefits subject to 
tax, and gas' prices were raise 4 cents a gallon. 

But overall, we said, that for nearly 99% of Americans, your income tax rate would 
not rise, and it was true when we said it, and everyone can see in black and white that 
it is true today. Only the top 1 % of taxpayers and the top 1 % of corporations are 
seeing their income tax rates increased. 

Indeed, what more people are learning is that small businesses got a 75% increase in 
what they could write off; a new capital gains tax cut and a 25% deduction for health 
care for the self-employed -- which we want to make 100% in our health care plan. 
And across America, more people are learning that while just over 1 % of households 
saw their tax rates rise, 15 million families are now eligible for a tax credit that 
rewards work over welfare and ensures that no one who works full time should have 
to raise their child in poverty. 



,, 
3. The Economic ~.yoff: 

A year after Congress first passed OUf first budget resolution, few doubt that the cuts 
were real, the tax increases were fair, and that this was a positive step getting our 
deficit on a downward path and our economy on a upward path. 

This year, the budget -- the second year of OUf five year plan -- calls for cutting 379 
out of 636 major accounts while reducing the deficit for the third straight year -- the 
first time since Harry Truman. And as a percentage of our national income, it will cut 
the deficit in half and give us the lowest deficit proportionally of any major economy 
in the world. 

This deficit reduction plan at last took away the built in expectations of ever spiraling 
deficits. This progress helped keep core inflation to its lowest in 20 years. And the 
lower intere~t rates it helped bring about in 1993 allowed over 5 million Americans to 
refinance their homes at savings of $1000-$2000 a year, while allowing business 
investment to grow at the fastest pace since 1972. 

This combiriation of steady growth and low inflation has lead many of the top 
economists and financial experts to now say the economy is in the soundest shape its 
been in 2()-3() years. 

Interest rates have gone up somewhat recently, but we should not forget two important 
facts. First, increases in interest rates arc due not to a growing deficit, but largely to 
growth in the private sector where more companies and Americans are demanding 
more credit so that they can expand and grow. Two, interest rates arc still a full point 
lower today in a period of strong growth than they were at the bottom of the 
recession, and mortgage rates are lower than at any time between 1973 and 1992. 

Most of all, the signs in the economy still give the same simple message: steady 
sustainable growth and job creation with low inflation . 

• We have now created more 2.5 million jobs -- 90% or 2.3 million of them arc in 
the private sector. That is more than twice as many private sector jobs in 14 months as 
our economy created in the previous 4 years combined. Two million jobs in 1993 and 
we are on line to create two million more in 1994. 

~ By the current standard, the unemployment rate has dropped from 7.7% to 6.5% -­
still too high but important progress . 

• Investment is still strong. Business investment in equipment is at the highest pace in 
history, and fixed business investment is almost at a historic pace . 

• There arc still no signs of significant increases in inflation. Indeed, productivity is 
up, oil prices are still low, and over the last 12 months, inflation is at its lowest pace 
since the 1960. 
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'I1lE FACTS ON TAXES 

The PreSident's economic plan shifted federal priorities while bringing the deficit down . 
in fair and balanced manner. The plan included over $250 billion in spending cuts and nearly 
as much deficit reduction from revenue increases. The plan called for tough choices, including 
a 4.3 cents a gallon gas tax, requiring the tOP 12.5% of Social Security recipients to include 
more of their benefits as tuable income, and a 1 % rate increase on less than 1% of major 
corporations. 

Yet, the Administration stated that the tax rates were only raised on the top 1.2% of 

working households -- while 98.8% saw no tax rat. increase, and indeed IS miUion 

households were eligible for an expanded Earned Income Tax credit. While much 

misinformation was put forth last year, it is important to assess the facts. Allllehcd are SOme 

key faCts. with some of the source materials atlllehcd. 


TIlE PRESIDENT'S PLAN REDUCED TIlE DEFICIT IN THE MOST FAIR WAY 
POSSIIILE: BY RAISING RATES ONLY ON THE TOP 1.2% -- HOUSEHOLDS 

. MAKING OVER 5180,000, 

• As the w.sbjngton I'Jm reponed, the Congressional Budget Office has found 'only 
• sliver of tax filets - 1.2% wiU face higher income tax bill on April 15 because of 
the OiDIon Administration's economic program. according to the Congressional Budget 
Office." The 'income tax applies only to taxable income in excess of...gross income of 
roughly $IS5,000: rOOp Tax Issue May Fade Away: Only L2% of Filers will face 
!ncrcase, CBO study Finds." W/lShjngtDn Post 1113/94 pAS) 

• As Newsweek Columnist lane Brvant Quinn writes: "What with aU that hooting and 
hollering over President Clinton's income taX law, you might believe tbat your tax has 
probably gone up. Relax. The tax increase on 1993 rerums hit only 1.2 percent of 
taxpayers, all of them in the highest brackets. They're influential, so wben they holler 
they get heard. But they can afford the higher rate and their payments will help to 
slow the rise in the mammoth federal deficit. For everyone .l.e, so little is new that 
preparing your own taxes should he a breeze: (March 15, 1994) 



I 

I 

MIDDLE CLASS WORKING FAMIlJES ARE HELD HARMLESS: NO INCOME 
TAX RATE INCREASES: 98.8% OF ALL AMERICANS WILL NOT SEE THEIR 
TAX RATES INCREASE. 

• H&R Block have commned that: 

• income tax rates are raised only on the 'top 1.:!% of all taxpayers" 
, 

• tnerc is llna income tax 'increase for middle-income. rs;sxpayers. .. income tax 
raUS are wu:hanged on midtlle incomes -- 822% of all tax payers" 

• tllm is a tax cut jar the other "](;'6% a/all taxpayers [who] benefit from 
Earned Income Tax Credit Expansion." 

"H&R Block Analysis of the income Tax Consequences of the Revenue 
~nciliation Bill of 1993" ?p. 21-24 

• Deloitte & Touche's analysis showed the change for working families in 1993 based 
on changes in tax rates. The Touche-Ross analysis found the following changes: 

IncOme AQI Iaxablc Income 

$SO,OOO $30,100 $0 
$100,000 $7.3.600 $0 
$159.000 S116.346 SO 
$200,000 $166,166 $1,308 
$500,000 $441,746 $21,990 
$1,000.000 $886.746 $60,260 

I 

"Deloitte & Touche incorac Tax Rate AnalysiS, Present and Proposed Law Tax Rate 
Scenarios, Typical Taxpayers -- New Top 1993 Rates." 

15 MlLlJON FAMliJES -- OVER 15% OF ALL TAXPAYERS -- WHO WORK 
WILL RECEIVE A TAX CREDIT TO REWARD WORK.: 

. , 

• The President's plan expanded the Earned Income Tax Credit so that 15 million 
more families and households will get a tax cut to ensure Ihe President's committnent 
thai if you work full-lime and bave a child at honte, you should nOI have to raise that 
child in poverty. Acc:ording to H&R Block, 16% of aU taxpaym will gCl a tax cut 
due to lhe Earned income Tax Credit. , 

.This expansion helps working families with low-incomes get ahead, and is a first 
building block in the Presidenl'S plan to ",ward work over welfare. , 



OVER 90% OF SMALL BUSIJIiESSES ARE EUGIBLE FOR TAX CUTS: 

Only· about 4% of owners of small businesses make over S180.OOO in adjU$led gross 
income: and therefore arc affected by the increase in the highest taX rates, while over 
90% of small businesses will be eligible for tax reductions through increases in 
expensing and a new capital gains taX cut targeted to small business. As the Wall 
Street Journal writes: "only 4% of those taxpayers who report some business income 
on their taX returns -- and that includes panners in law ftrlllS and investments bankers 
as well as owners of small manufacturing companies -- make sufficient money to he 
hit by the higher taX rates." "Foes of Clinton'S Tax Boost Proposals Mislead Public 
and Firms on the Small Business Aspects." Wall Street Journal. July 20. 1993 

• Small businesses arc now allowed to expense 75% more due to the President's 
economic plan -- going from $10,000 to SI1.S00. 

• There is a new capital gains tax cut targeted to expansion and creation of smail 
businesses., Investors who invest for more than 5 years in small businesses can get a 
50% cut in their capital gains we. 

• The plan also continued the 25% deduction for health premiums ior the seif­
employed. The President is now proposing a 100% deduction in his health care plan. 

TAXES ON TIlE TOP l.l% HAVE NOT HAD A NEGATIVE EFFECT ON TIlE 
ECONOMY: While .11 agree that the deficit reduction package has helped strengthen our 
long-tenn economic prospects, some had warned that the modest increase on taxes on those 
in the rop I % of individual and corporate filers could have. negative impact on the 
economy. Most analyStS now reject this view . 

• Aceording to Ihe Wall Street Journal: "Just how much will the Ginlon tax 
inc:reasc on the: most well-off Americans hun the economic recovery? 
Although the tax rise will take some zest Out of consumer spending. 
mainstream economistS say it poses no serious threat to the economy." ("Higher 
Taxes Unlikely to HUI! Recovety: E<:cnomists See Minor Impact on Consumer 
Spe.nding." Wall Street Journal, Decemher 22, 1993) 

•
• According 10 Busin... Week; Back in AUgust. When President Clinton's five 
y.ar, $240 billion taX increase passed. the Senate critics predicted the 
worst. ..Well, a funny thing happened on the way to Armageddon. The economy 
which was growing at an anemic 1.3% annual rate before the tax hike became 
law, expanded .t more than twice that rate during the second half of 1993. 
. What's more, economists figure growth reached 4% or more in the fourth

• quancr. Acd in the six months since Clinton signed the measure nearly a 
million new jobs have been crearcd, while personal consumption has come 
cloSe to 4%....il suggestS that fears .bout the increase of • modest tax increase 
were overblown." ("The Tax Hike Won·, Derail 'he Recovery," by Howard 
Glcckman, Busin.t;ss"Wl<. January 31, 1994) 



ATIACHED MATERIALS 


L "GOP Tax ISsue May Fade Away: Only 1.2% of Filers will race Increase, COO study 
Finds" Wasbington Post 1113/94 pAS) 

2. "H&R Block Analysis of tbe Income Tax Consequences of the Revenue Reconci!iation Bill 
of 1993"pp. 21-24 

3. "Deloitte & Touche Income Tax Rat<: Analysis. Presem and Proposed Law Tax Rate 
Scenarios. Typical Taxpayers - New Top 1993 Rates: 

~, "Foes of Olnton's Tax BOOS! Proposais Mislead Public and Firms on the Small Business 
Aspects." Wall StICet lourna!. luly 20. 1993 

• 

S. "Taxes Unlike!y to Hurl Reeav"I)" Economists See Minor Impact on Consumer Spending." 
Wall Street jll\1lll.l. December 22, 1993) 

6 "The Tax Hike Wonl Derail tbe Recovel)', by Howard G1eekman. Business Week. January 
31. 1994) 



GOP Tax Issue May Fade Away 

Only J.2 Percent ofJ.ilen; Will Face Increa,'I!, CRO Study Findy 

By ThOlTlmi it Ecl"..dl 
W""",,,,, .. I""~'.oII"'''''' 

Dnlv It slt~r of 1l1li: filers-aboul 1.2 p('ff'f'nl­
will (itee It hiAAer incOfI'I(" tax bill 00 Al>fil 15 bt-­
uuse of!~ Clinton ad'Dinistratimt's €t'ooomit flro­
f,l:ram, acc-oromg to lhe ConWt"ssionai 8ud~t Offke 
ill II !>fuay lilrely to damage Repubbcan pians to use 
the tltll is<>ue in !tIt 1994 eJtctions. 

In addititm. lholK' V.Wing higher IDeO1m' i:l~l'S are 
~iplt: in tht· uJlPt·r tt',OCAt"!; o111w I",oml:' dn.tribu· 
lillll- Vlltt"f'l III Ihi~ l('vf'1 of int..om~ tt'nd 10 bt~ Re· 

publinm ilnd do not need additional motivation to 
""sl GOP baUots, 

RepUblican pollst('r Ed ('JO("a.s ha~ ;lntued that 
Repuhlicans snould usc tht' pt"fif'lti lc-arung up to rhe 
April J5 tu filing deadline to dirNt anti-lax feelinlU 
:among voters toward Ptesidt'nl Clinton. 

""Otle must realize that an <wt>rwllf'lmmg majority 
or '¥ntt'rs lOtiO bdttve that tht- f'lre5inNU raiSf'd their 
LIM'S, "00 as Aptil15 nears and Ibeir animosity 1md 

anJtef towards tax inneases grows. \1 is likdy that 
tbeir anger will bt' directe-d al Clinton." GJJeas wrote 
in a pol! analysis last month. 

Coeas Mid yt'stfrd"y thaI he r('maiM undaunted 
by fhe ello fiRUrt:!\, "In PQl:ling. trutn is: willi! the 
people pen:etve,~ he ~...d. "'With 11 pt'fceptW)ft that 
68 ~nl belieYI!' Btil Clinton ral~ theIr 111)(%, 
that it'Iler wtl! be pomted toward Bill Clinton." 

Got" said the 68 fH'!Kent fijture E'merged in ~ 
pull he conducted for a clteflt hi.' dedmC"d to irlt'fltify. 
A july 1993 poll fer NRC Nt'~ found (nat 82 Pl'r· 
("tnt 01 the res:pontif!nts believed their personal tn" 
enmp taxes would likely be raiseri by the Clinton 
pt.()1l:rllm. 

Clintot'!'" I'(onomie pro~ram ri'liSol-d J::lsoline Ulet'S 
b" ~.:I rl'n1!\ per J,taU()fl. bul in many :lft";\S Ihf. retail 
pri«: nil!'> tallMl by that mueh Of mOn", and the JiAS 
lax in(r~iI-.c hAA I'ml r(~ult('d in ::lny subsA;mti;\1 pro- . 
1l'!>C • 

l11f. im'nrnt> tax hilw :lpplu"> only tn tfmst> ,mnt 
filt:rs wllh lilxablt' lIlt'Ofllt' IJl e)({'t·ss oj' 

$140.000-or Rross income (If roughly $lS5.00R 
The rate DfI tllUIm' income bet~ $140.000 and 
$250.000 went up In 1993 from 31 to 36 f*rcent. 
The rate on taxable income over $250,OOO-wbtdt 
translates to ~fOSS income over rouJ!'hly 
$310,OOO-fOliC to 3i,Hl percent. 

There are about 1.3 million tax filers who faU into 
these high·income brackets out of a. total of about 
t 15 million tax titers, . 

There 15 not specific poll data available for this 
small fraction of the electorate. but identification 
with lhe Re'pUb!ic;m Party increases $leadily as ir;. 
come fist'S, WIWe Democrats nave about a s.. to 
1.point advantage in panisan identiflauoo among 
all voters. the GOP has a to. to ls.,omt edge 
among voters wltb incomes in ftCeSS of 175,000. 

Both Goe.. and Bill Mclntwff. """"'" Rcopub. 
Itc.an pollster. (loted that one of the linchpins of the 
GOP coalition has been the abitity to capitalite on 
the electorate's beliet that Demac:rats arc more 
likely to raist thcir tues than Republicans. 

Mrlnlurlf ;ngued lhat the tax iwJe is ".ritical to 
Republiran jdentifjcation,~ and :!Otr.uegkally, it is 
crucial that Republicans do "whatever we CAn do as. 
a part)' 10 further" the image of the GOP "as the 
party of lower spendinR and rower taltes," He noted 
that Democrats have: repeatedly attAcked Repub­
lican candidates as mem~rs of;t; JI¥ly prepared to 
cut Social Security benefits. even when there IS 00 
:I~ri'ic evidence to back up the (harRe. 

Goras arR'ued that Republicans should use voter 
"DRt'r :111 taxes to rounter wiultever favorable Rain!t 
the DemocratS achieve as news. of Ihe imprO\·;IIR 
et':onomy begins to sink into the: elector:ut>: "'The 
relll question in the nut few months will bt> whit"h 
perception of the president sticks witb the yott'r!<: 
Ihe 8iJ1 Clinton that led the cooatry into:t rf'ill et"G­

nomic rt'roYery. or f~ BUI Ointnn th.lt caused tfit 
pain of this year's ta. bill and broke hi" ntmp;1IRfl 
promise to reduce taxes on the middle d<ls.<;.~ 

Sionwr pol/i1f1[ omuJst Share" Word,.." (o"/rioufl'd 
Iq Ibir tl'fJOrl. 
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Higher Taxes Unlikely to Hurt Recovery 

Economists See Minor Impact on Consumer Spending 

,,'0(( lh'::mrll" '" Tm: W ~'..\.. 51'1":(;1' J"n">~!. 

Just how muCl! win {he Clinton tax 
mcrease: or. ttte most well-off Amencans 
nurt the e«inomlC recovery? 

Allilough ttle tax nse W1!1 take: $Orne 
zest out of consurntr spending. r.1am· 
stream economIstS sar 11 poses no senous 
threat \0 We rtmvt!1'. They say that 
unlike former Pmldent Bush s tax 10­
(Teases. wIlIch tnt a i!OWI.ng econom~·. 

Pre$1der~ Clinton's taX nse comes dunng 
1n ex,...lsWn, The ad.ded taxes on ttw 
wealthy. ''1ey sa)!, will damp ttungs, but a.t 
a ume ""lien me e<:()tlomy ean aosorb the 
setback. 

A dissenung VIew comes from sup­
PlY-Side etllnOll'HSts. whO arrue tnt tax on 
the neh WlU lead to rower llWtstment and 
producuvlty, trends l~at. aver tlmf'. would 
~:;lxe lite :.: .S, less ("),npeml\'~, 

rhe taX nse didn't pass (:on~ until 
August, but (he Income-tax Increases ar(! 
rt!trol(;Uvt! to Jan. 1. 1~: me mcreases 
applY to ooupJes ",1.th taxable income over 
sao.!.iI.iO, after deducuons, and indiViduals 
With income over S1l5,OOO. talOng account 
of aU the lncome and other- tax. Increases. 
lhe Congres5Ionat Budget amC! estunates 
that lanulies malOng more than SZOO.OOIl 
annuaD:!' Will be SOtled W)th an averaife of 
li.4'ie I1I01'a In taxeS. or UU1OO, The fear lS 
that When wealthy people sit down to do 
their taxes next YUt. they WII! be s~ 
I/) tind GUt how much thev ~'t and SUG' 
denly stGp speruluUi - nurUflli a :~very 
that's finaJly pullng momentum, 

"Ttie April tax -payment date may have 
a 5hock effect," warns Kun Karl. cruel 
e-conomlst for WErA Group In suourban 
Philadelphia. ManbaUan and Beverly Hills 
are two mas w~ a lute gn:tt.Il) of 
:aXllayers will be hit. 

But economiSts tton'( think the ~y 
Will be set baek lar. rOT one thlng. !.he 
!'lumber or }ieOl)!e hit by the taX in' 
cruse IS qUI(t sn-.au. only Lj mtUiOn 
taxpayers - !Dat'.s about 1.Z:: - are af­
fected tl}' lhe Increase on the wealthy, So. 
while thOse wnting- the cheeks may fetl a 

Biggest Tax Burdens 
Alta$: rut fIaRUtSt by me tax Inc:east 

caJllDmll IBevertv MIlIs.lr;s 35,463 
: ~ s.ama: YOI'IQ, Sln'D 141ltyi 

~ 11I1l1011 iCTllcaqo SUburbS) 1',114'caao._IBtlGQ...11. o.ne.,
Stamford} 

Isoca I ".022i- --_ 
S. ftdr:IG"'(~ __N",R"-li 

, Matyttm; iPmOi"nAe_ ~l 13.1106 

j MIdUplt 18l00m1~!d TawnslllPl 12,531 

burden. the nation as a whole will be 
relatively unscathed. 

Furttlermort. tne tax rise. expected to 
raue about $20 bilUon annna.lly :0 !lelP' 
lower the bUdget nefictt, is equal to 
only !M~ 01 all Personal income, Mean· 
while, the expected dn;lp In the defitit 
has helped lOWer tntemt rates.. a change 
that leaves many people - including the 
W!!aittly - wuh more money to spt'1'Id O. 
lO"IeSt. 

Besides. lbe wellthy tend to dip IntO 
saVIngS to help pay for a rurher tax bU!. 
lIIllike the less afnuent woo immediately 
cut spending and. slew the economy. Don· 
ald Ratajczak, head of economic forecast­
m( at GtorgSa Slate linivtrsttY. esumates 
that welJ-off ~ will tap their sav~ 
inp: to pay for halt of the added taxes. 
paYJn( for the mt tly eutting purchases, 

"YOUmuid!i't pia a better fT011P!O put 
th±! tax 00," Mr. Rat.a.Jt;.U says. "They 
praDab!y didn't vote for Clinton and there 
are not enough of them to severely cnmp 
the expansion, " AM President Clinton. In 
an effort to limit the nepU\fe effects of the 
taX:. has gi'Ven Amtrieans three" years to 

pay for the increase. mterest-tret. 
;.Jr. RatajCIaI(S fort<:Ut for gn?'II11\ 18 

the fIrst quarter lS a J.2':C alUlual rate antt 
{or tlie secona Quartet. a 2,1'" rate. He 
estnnates that if there were no new tax on 
the ~thy, growth WGUid be at a J.S'!'< rate 
in the nTSt quaner and 3m, In th(! second. 
For tbe- year. he predu::f.$ that the added 

" taxes ',\1J1 bring gTOVr'th to 2,~" doWTI from 
3,2'.'1:, assurrung' aU otner lattors - mctoo· 
in, the lower Interest rates - 'IItn' un· 
changed, 

MO$l talnomis.ts esUmate uw the tax 
will do !be most datnige in the f1rst half of 
nmyear u wealthy consurnm cut speru1. 
inc to belp c::usruon the blow or a birtrer tax 
bttl. ""The economy wUl only be &t1ectec1 ;n 
a noticeable way m the first h8J.f of the 
year." says Mr. Karl. whO 6Umates that 

I -:;e economvW1U ImlW at an annuai tale Ot 
:;,7':'1 tor the ilrsl quamr, rath.(!r tnanJ.u·:'",. 
it there were no laX mcrease. 

But suppty-sLders set! tnlnp d.mer­
ently. "This, is going to have a ootTl:)$l've. 
C01'l'O$IV! effw" on the ~y. says . 
u:wrtnet Kl.KUqw. t:utf eronotnut at Bear 
Sttams &I CO. in New YOrk, 

ruth people have a high propensitY' (or 
sa~ngs and investment. and Mr. KudlOw 
$ars tnat will be cmnped by t.'ll! new tax. 

The mutt. he argues, will be lower 
produ(';th1ty. Mr. Kudlaw estimates that 
the pcrn!ntiaJ long·term growth tale ot the 
economy WIll be-lowered to 2..Z5c:t annual!y, 
rrom<l.~, 

"The tax: Increase lS also coming a5 
A.sla Ina LaUn Amenc.a are icwerinr their 
t.ax rates and 50 Wlll be bei:Ommr IMre 
com:peunve WHh Amenta." :'I-fr. KwUnv.. 
.says. 

Tbere nave been some obVIous benetlts 
from Utt tax bOOst. Lower lutenSl f<:t:o:'$ 
have prompted tflOusanll5 of pe<lplt to 
refinance their homes. cut mon:pre pay· 
ments and use the extra money to 00;.' 
cars. furniture and aoollances. fn that 
sense. !he tax Increase IS ·'a wash for the 
nation as i wtIale.·· says Roger Snnner, 
dtrectcr of U.s. fortUSunt tor Data Re­
sources tnc, in lningron. Mass. 
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Commentary/by Howard Glecltman 

THE TAl HIKE WON'T DERAIL THE RECOVERY 

Back in August., when President. 
Clinton's ~v~year. 1240 billion 
tax increase passed the Senate. 

critles predicted the worst. "Make no 
mistake," warned Senator Orrin G, 
Hatch tR-Utah). "these highM' rates 
will cost jobs." 

Well. • furu\y thing happened OIl Ih. 
way to Armageddon. The economy. 
which was growing at an anemic 1.3% 
annual tate before the taX 
hik& beeame law. expanded at 
more than twtee that raUl 
during the seeond halL 
What's more. eeonnmists fis:. 
ure growth reaeh-ed 4% or 
morn in the fO\U'th quarter. 
And in the six months since 
Clinton sign«! the _, 

nearly a million new jobs 
have been created. while per­
sonal consumption has grown 
by dose to 4%. 

Doe:8 aU this mean that the 
road to economic nirvana is 
paved with tax bikes? Even 
seU-promoting Clintoniw 
don't beliew that. But it does 
suggest that fear$ about the 
tmpaet of a modest tax in­
crease were overblown. ' 

The 1993 law _ ",.,... 

rate rates.. boosted the gaso­
liM t.ax by Ii nickel a gallon. 
and whacked the wealthiest 
1'" with a hefty rate ~ 
But the biggest hits were ret­
rnaetive to Jan. 1. 1995.. The upshot? 
"If there Wll$ going to be a dnmai:ie 
impaet. we would have seen it.,'" say:s
Peter R, Merrill. Ii senior taX ec0no­
mist at Price Waterhouse, 
..............~ So what went right? 
The main reason the tu bill faded in 
maeroe£onomie importanee Wa! its 
sm.a.U size. The measure's roughly $20 
billion .a year in individual tax hike" 
fllnount to less than O.51l. of personal 
_ That _ ~ dwarfed by big· , 

gel' changes in the eeonomy-nmneiy. 
the cyclical upturn after nearly tour 
yean in the dc1dnims. and the elw'p 
drop in imere:st rates. 

Mormver. the tax rise may be even 
_ than wlvertised. Analysts such 
as Harvard UnivGty eoonomist Mar­
tin is. Feldstein ...". that the .....",.. 
will fail to raise much nM!nue because 
,.""n _ will dud< hlgber levies 

-'UII:'!III"":,,me to CllPital ..... or ,. with"'-"""'" 
gage Joel Prakken. an 
eeottOmist at Lautenee H. Meyet' &; 
Associates. e:st.ir:o.ates that this gam.et­
"""""'" wiJl _ the 'l\'easury Dept.'.
_pared ........ by 20%, 

0. K.. Ihe lAW. _ insist. it didn~ 
bave much impact in ~. But just 
W1Iit und1 t..h.iJ year, when bigbe:r taus 
show- up in withholding and people file 
their '93 returns. 

Uthe tax law burt Joo Lunchbuek... 
this argument might have merit.. But. 
the tarpts of the m~ are more 
"'Ilblstieate<i, Hall of _ who make 
more than .~,OOO pay estimated tax­
es each quarter and would have felt its 
_ .. early .. last s.o_. For 
them. writ.iIlg a bigger check on Apr. 
15 ·won't come as a big shock." .says 
Randall Weiss. an economist at De­

Ioitul & T<lU<he, 
una... 1NI lID. That said, 
was the tax inc:rease a good
tbint? To the degree that it 
took money out of citi:en.s' 
pockets and trimmed private 
savings. the answer is no, 
But. if the measure helped. 
forge • deficit-reduction plan 
that the bond markets found 
credible. it probably deserves 
some eredi:t for 1993's falling 
interest. ntte& The rate drop 
may even offset much of the 
short'nul drag of the ... blko 
iwdt. And the budget deal 
may bave helped pemmde 
the Federal Reserve to Slay 
off the monetary brakes last 
summer, 

The 1993 budget paokage 
would have been Unproved if 
the plan bad included more 
spending cuts and fewer taX­
es. But with the Democrats, 
in t:Ontroi of the White House 
and Congress. any b~t 

m.easure had to include bigher t.a.xet 
on ~ rich. A!J it happened. this one 
(,":lUlU.! just as the ~ started. gain­
ing monumtum on its own-the best 
Possible time to hike tatf.I:'J. Just ask 
Ronald Reagan. who signed a much 
bigger- tax inerease in 1982-and 
wat.ehed the eeonomy grow nonst.op 
for six years. 

http:nonst.op

