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. KEY POINTS ON OUR POSITIVE ECONOMIC AGENDA

I. Strengthen Foundation of American free enterprise through deficit
reduction, opening trade, strengthening Democracy
. Deficit already cut moré than in half from 3290 billion when we
took office according to both OMB (8117 B} and CBO ($115-
130 B) -~ now we will finish job and get to balance,

. Continue pursuing free and fair open trade as we did with
NAFTA and GATT
. Continue environmental pro-growth policies

2.  Equip all Americans with Tools and Security to Succeed in this Free
Enterprise System (invest in education, modernize schoois, technology,
training, standards, heailth insurance you can take from job to job).

. $35 billion more for education and training than GOP budget
. $1,500 HOPE Scholarship o help make 14 vears of education
the national norm

. $10,000 tax deduction for higher ed.

. . School construction
v Education Tech
. Double funding for dislocated workers
. Higher education standards for students and teachers
. Kassebaum-~Kennedy insurance -- so workers can take their

insurance from job to job.
. Pension Portability
3. Continue to Grow Together Not Apart: Ensure that all Americans are

growing together -- with opportunity -- not growing apart, fighting for a
smaller pie and subject to the politics of division.

¢ Since 1992, every family income quimile from the most well-off
t¢ the poorest has seen their real income increase,

. Ratse minimum wage to help 10 million working families

’ Empowerment Zones round 2

. Brownfields empowerment contractng
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WHAT A DIFFERENCE 4 YEARS MAKES
The Facts On The Economy Under President Clinton
. Julv 17, 1996

.WHAT A DIFFERENCE 4 YEARS MAKES:

Deficit Cut More [han In Half

In 1992, The deficit was $S290 billion -- the highest dollar level in history,

Today., CBO ($115-5130 billion; and OMB (8117 billion) agree that the deficit will be cut more than in

haif in 4 vears. The deficit is now smaller as a share of GDP than any major econamy in the world. 8o
796, OMB 7794, and GECD. 6496)

Unemplovment [s Down

+*

In 1992, The unempiovinent raie was above 7% during every month - over 7.5% during 5 months.
Four vears ago - in June 1992 - the uneroployment rate was 7.8 percent,

Today. In june 1996, the unemployment rate 15 3.3 percent ~ and has been below 6 percent for 22
consegutive monhs, Scurse: Boreas of Labor Statistics]

Jobs Are 5]

in 1992, lob growth was weak and had sutfered from one of the worst 4-vear perfods in history - worse
than any Administration since President Hoover during the Great Depression.  / took 74 months during
the Reagan Administranon for 13 million jobs w0 be created,

Tadav. The economy has created 10 million new jobs vnder President Clinton in just 41 months -~ that's
a faster annual rate of job growth than any Republican Administration since the 19205, (Soure: 85}

Private-Sector Croweh Is Up

-

1981.1992. The private sector of the economy grew 2.4 percent annually from 1981-1992,

Today. The private sector of the economy has grown L1 percent annually -- a steonger record of private

sector growsh than either the Bush or Reagan Administrations. [Souse: Based on datz tfrom the Deparament of Commerce,
Bures of Ezonomns Analvsisi

EXPERTS SAY PRESIDENT CLINTON DESERVES CREDIT FOR A STRONGER ECONOMY

Forfune. 10/3/94: “[President Clinton’s] economic plan heiped bring interest rates dowa, spurring
the recovery.” |

Paul Volcker, Federal Reserve Bpard Chairman (197919875, In Audaciry, Fall 1994: "The defich
has come down, and | give the Chinton Admanisuation and President Clinton himself a ot of credit
for that. [Hel did something about it fast. And 1 think we are seeing some benefits.”

Alan Greenspan, 2720196 The deficit reduction in President Clinton’s 1993 Economic Plan was “an
unguestioned factor in conwibuting to the improvement in economic activity that occurred thereafter.”

Lehnan Brothers. [/10/94: "Lower deficits. lower lopg-term rates and higher real growth was the overail
promise. With the data now rolling in for December 1993, it seems clear that President Clinton delivered

on all three counts...”
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CLINTONOMICS VS REAGANOMICS
The Facts On The Economy Under Presidem Clinton
July 17, 1696

PRESIDENT CLINTON'S ECONOMIC RECORD IS BETTER THAN REAGAN'S ON
NEARLY EVERY MAJOR ECONOMIC INDICATOR, “When Republicans claim that the Reagan
economy was swonger. they point o what they consider the Reagan “expansion vears." 1983 to 1989.
But, this is ¢lossic case of manipulating data by choosing a seiecied time period. The Republicans give
Reaganomics an “A" by dropping their two “F's” ¢1981 and 1982) and by claiming credit for someone
glse’s work {1989 happess w© be Bush's first vear in orfice),

Clinton

Reapan
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Mufor Economic Indicator

JOB GROWTH: Since President Clinton ook otfice, 10 suiilion new jobs have been creates
- thar's a 2.6% annuai rate of job growth vs, o 2.0% annual rate during the Reagan
Administration. [t 100k 41 momis for 10 suifion jobs 10 be created under Climon vs, 74
momhs wnder Reagan. 1Source: Bitea on sua hom v Butesy of Labor Stamiics, Cnrment Employmen Statisics surwr

PRIVATE-SECTOR JOB GROWTH: Since President Clinton ook office. nearly 9.3 milll
new private-sector iobs flave bren added -~ that's a 2.9% annual rate of job growth vs. 2 2.3%

annuai rate during the Resgan Admisistration. [Sewce: Basea on omis wrom Surtas of Labor Siakistics, Cumn
Emeuos ment Sintistics survev.d

PRIVATE.SECTOR ECONOMIC GROWTH: Since President Clinton took office, the
arivate sector of the economy has expanded 3.1% per vear compared to 3.0% per year during
the Reagan Administronon. {Seurse: Based on data ieom the Deparanent ot Commerce. Burcan of Economic Analvxi

BUDGET DEFICIT: By the end of this vear, the deficit will be less than haif what it wa# fc
sears ago: 8117 billion now vs. 3290 billion then. During the Reagan Administration, the
deficit doubled. exploding from 374 billion 1o $155 billion. (Seurce: OM8.)

MORTGAGE RATES: Since President Clinton wok otfie, tixed mortgage rates have

averaged 7.83% -- compared to an average rae of 10.8% during the Reagan Administration.
ihource: Deprrument of the Treasury, Otfice of Econame Patiev.|

BUSINESS INVESTMENT: Since President Clinton ook office. businesy invesmment has

increased 11.0% annualiv vs. a 4.1% annugily during the Reagan Adminisiration.  {Source: Sased
dats trom the Bvpariment et Commerce. Burcau of Economic Anatyzis]

HOMEOWNERSHIP: Since Fresident Clinton 100k office, the homeownershio rate has
inereased 10 a {5-vear high. Dunng the Reagan Adminmiration, the homeownership rate fell
fram 63.6% 16 63.9%.  iSeurme Based on geu tow e Depatmens of Commerce, Bureau of the Ceryusd

STOCK MARKET: Since President Climon twok office. the stock market has increased 14.
pereent per vear, after adjusting for intlation.  This s more than twice the annual rate during
the Reagaﬁ Admintstration: 6.6% per vear. [Sourcs: Dezparment of the Tressury. Office of Economic Poticy.|

INFLATION: Since President Clinton wok oftice, the inrlation rate has averaged 2.8% per

sear. During the Reagan Administration, (e average inflation rae was 4.2%.  iSource: Based on
Syt o e Burean of Labor Maustics.,)

WAGE GROWTH: Since President Clinton took office. real average hourly wages have

wereased slightiv, During the Reagan Admimistration, they Jfeff 2% v or 28 ¢cents. (Sovrce: 82
on daa srom e Gureau o Labor Satistics. 1adjusted to Decemper (995 dodary wuny the CPRULY

MANUFACTURING JOB GROWTH: Sinsz President Clinton mok otfice. 183.060 new
manuracturing jobs have been added vs. 778.000 manutacwuring jobs {ost during the Reagan
Administration. [Sewrce; Pased en data t'ronjsgc Burean or Labor Sumustcs, Surrent Frmployment Statistics survey |
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AMERICA’S ECONOMY IS BACK ON TOP - #1 IN THE WORLD
The Facts On The Economy Under Presidenmt Clinton
Juiv 17. 1996

. WHAT A DIFFERENCE 4 YEARS MAKES:

AMERICA’S ECONOMY s BACK ON ToP OF THE WORLD

* 1992: Trailed Japan. Germany, Denmark. and Switzeriand. In 1992, the Worid Economic Forum
found that Japan. Germanyv, Denmark. and Switzeriand ail had more competitive economies than the
United States. "

»  TODAY: Most Competitive Economy In The Worid. For the first time in ten vears. United States
was deciared the worid’s most competitive economy in 1994. The United States was ranked number one
again in 1995, beating Japan and Germany by an even larger margin than the vear before. And in 1996
-- on a comparable basis as previous repons -- America was ranked the world’s most competitive
geconomy vet agamn. [Source: World Economic Forum and IMD.)

THE WorLd's JoBS LEADER

+  1989-1992: Weaker Job Growth. From [989-1992. the six other major economies of the world created
over two-and-a-half times more jobs than the United States.

» TODAY: Strongest Job Growth. The United States has had the fastest rate of job growth among
major economies since 1992 and created more new jobs than the other six major economies combined.

Washington Post. 4/2/96: "[T]he U.S. economy has created more new jobs over the past several vears than ail
the other G-7 economies combined...Since Jfanuary 1993. 8.4 miilion new jobs. swelling the number of job
holders by 7.7 percent. No other G-7 ecenomy comes close to martching that performance.”

THE WORLD'S AUTOMORILE LEADER

+ 1992: Trailed Japan for 13th Year in A Row, In 1992 Japan produced 28 percent more automobiles
than America -- trailing for the |13th vear in a row.

- TODAY: #l in Auto Production. [n 1994 the United States surpassed Japan as the world leader in

automobile production -- the last time the United States was number one was back in 1979, And in
1995, America retained its status as the world’s largest car producer.

THE WoRLD'S LEADER ON DEFICIT REDUCTION

«  1992: Bigger Deficit Than Japan, Germany, and France. [n 1992 the United States had a larger
budget deficit as a share of the GDP than Japan. Germanv. and France.

TODAY: Lowest Deficit. The United States currentiyv has the iowest deficit as a share of GDP of any
major economy in the world.

THE WoORLD'S LEADER IN SEMICONDUCTORS

+ 1992: Trailed Japan for 7th Straight Year. [n 1992. the United States traiied Japan in semiconductor
production for the seventh consecutive vear.

»  TODAY: #! in Semiconductors. For the first time since 1985, America is leading the worid in-
semiconductor production. ,,_U



THE ECONOMY UNDER PRESIDENT CLINTON: THE BES
fuly 17. 1996

Smaliest Deficit As A Share Of The Economy [n Over Two Decade. OMB projects the deficit
be 1.6 percent of the economy this vear -~ smaller than any vear since 1974,

Lowest Combined Rate of Unempioyment and Inflation Since 1968,

Stronger Job Growth Than Any Republican-Administration Since the 1920s. More than 10
million new jobs added in 3 1/2 vears -- that's a fagter annual rate of job growth than any Republican
Administration since the Roaring 19205,

Highest Share Of Jobs In Private Sector Since Harding. Ninety-three percent of ail new jobs
have been created by the private sector -- that's higher than the average during any other
Adminisuwanon since Warren G, Harding was President 78 vears ago.

Lowest [nflation For An Administration Since Kennedy. [nflation has averaged just 2.8 percent

per vear -- that's the lowest rate of inflation for any Administration since John F. Kennedy was
President.

Stronger Manufaciuring Job Growth Than Any Repuidlican Administration Sisce Before the
Great Depression.  Since President Clinton took office, the economy has added 183.000 new
manuracturing jobs -« that's a fasier annual rate of manufacnuring job growth than any Republican
Administration since the before ihe Grear Depression,

Strongest Business Investment Growth For An Administration Sioce Kennedy. Business
investment has grown 11.0 percent annually -- that’s a faster rate of business invesument growth than
any other Adminisiration singe John F. Kennedy was President,

Lowest Mortgage Rates In 30 Years. Mortgage rates have averaged just 7.8 percent - that’s lower
than anv other Administrasion since Lyndon Johnson was President in the 1960s.

Strongest Stock Market Growth Since World War Il The stock market has increased 14.2 percer
per vear, in real terms -~ that's a faster rate than during any other Adminigtration since World War {1

Highest Homeownership Rate In I3 Years.

Strongest Construction Job Growth Since Truman. In just over I yegrs. the economy has added

890.600 new construction jobs -- that's the fastest annual rate of construction iob growth since Harry
S Truman was Pressdent.

MAJORITY LEADER DOLE. BARRON’S, AND DRI/McGRAW-HILL AGREE:
THE ECONOMY IS THE HEALTHIEST IT'S BEEN IN 30 YEARS

Majoriny Leader Robert Dole. 2/20/96: "It is also true. as some have said, that our economy is
ihe sirongest iU's been in 30 vears.”

Barron’s, 3/18/96: "Clinton also rightfully boasted that. 'our economy is the heaithiest that it has
been in thirty vears.™

DRUMcGraw-Hill, March 1996: "[Tlhe normal sconomic indicators suggest [the economyj is in
its best shape in decades.” : g




. " CLINTON "GLASS CEILING" OF ECONOMIC GROWTH

Q. Does the White House believe that the current rate of economic growth -- 2.3% -- Is the
best we can do? Ceriainly, the Republicans might be right that we should be able to grow
Jaster than this?

A: There are no limits on how fast the economy can grow -- as long as we look to the

long-term. If we do the right things to make America more productive. as the President
sard, the sky is the iimit.

. The 2.3 percent growth is used for budget estimates because we believe that it
is important to be conservative. Our economic forecasts are conservative for
budget purposes -- we should not return to the rosy scenarios ot the previous
Republican Administrations. '

The threshold question is: which vision of cconomic growth will deliver a more
productive America?

.- Wrong Way: The wrong way is to look for simple solutions, easy answers, and
. silver bullets.

. -- Right Way: The right way s to lower interest rates through lower deficits; more
good jobs through open trade: and more high-skilled, high-earning Americans
through more and better education. In particular, we 'should make a commitment
to high-performance standards. technological literacv, and an agenda to make 14
vears of education -- two years of college -- as universal as 12 years of education

1s today.
Follow:  How fast do you think we are capable of growing todav: 3.0? 3.5%?
Al I DON'T THINK ANYONE CAN TELL YOU EXACTLY WHAT iS OUR

LONG-TERM GROWTH POTENTIAL. What is important is that we know the
path 10 higher growth is making our people and our companies more productive and

embracing the long-term growth agenda President Clinton has proposed to make it
happen. '



TAXES '
SPECULATION ON ACROSS THE BOARD TAX CUTS

What do you think about repores the Senator Dole is considering a large tax aw proposal?

Senator Dele will have to decide for himself the policy he wants to propose, and
whether or net he will do it in a4 way that ¥fays truc to our conmmitment o balance the
budget.

v He Stiil Hasn’t Paid Fer His 5110 Billion Worth of New Proposals, So far, he has
offered up about $110 biition in new deficit spending (310 billion for school vouchers
and at least $100 billion for a Charity Tax Credit) and we are still waiting for
specifics on how he is going to pay for these two proposals.

ALL TAX QUESTIONS SHOULD THEN PIVOT BACK TO OUR TAX PROPOSALS
AND PRINCIPLES:

THE PRESIDENT WANTS TO CUT TAXES. BUT HE BELIEVES THERE ARE
RIGHT WAYS AND WRONG WAYS TO DO THIS,

THE RIGHT WAY TO CUT TAXES: The right way 1s to follow two key
principles:

13 Tax euts should be targeted to the middle class and towards things like
education, savings and child care - things that matter most for working
families und most for our country,

2} Tax cuts should be specifically paid for, and stay within rhe striet discipline
of our hipartisan cemmitment ¢o balance the budget

Example: The President’s HOPE Scholarship Tax Cut met these two
principles, 11 was targeted 10 a new nauonal standard for our nation and for
gconomic growth -- that all people should get two years of higher education --
and it was {ully paid for within the context of a balanced budget proposal. This
is the standard we have set for all tax cuts.

THE WRONG WAY TO CUT TAXES is a broad. across-the-board 1ax cut that is not
targeted © what familics and our economy most need and will drive up the defigit, drive up
interest rases for lead to unacceptable Medicare and education cuts.}

, The Republican head of the tax writing committeg, Chairman Archer has stated
that the 18% across-the-board <ut would cost arcund 5600 billion over seven
years, or $1 triflion over 10 vears. and that he has no idea how it could be paid for,
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Tax Revenues Following 1981 and 1993 Tax Plans

CLAIM: Spencer Abraham and other prominent Republicans such as Steve Forbes and Jack Kemp .

faisely assert that the 1981 1ax cut raised revenue and the 1993 plan did not raise revenue.
They claim thar tax revenues, after adjusting for inflation, increased 3.8 percent per year from
1981 to 1989, despite the fact that tax rates were cut, while tax revenue increased just 2.3
percent from 1990 to 1995, when the top tax rate increased 50 percent.

THE FACTS:

Both the notion that the 1981 tax cut raised revenues and the notion that the 1993 tax plan did
not raise revenue is clearly factuaily false according to any reasonable analysis,

Response to Notion #1: The 1981 tax cut resulted in a LOSS of individual income tax revenue,
helping to explode the deficit in the 1980s. The revenue increases in the 1980s came from payroll
taxes which were raised 6 times.

* 1981 tax cuts cost tax revenuc and helped explode the deficit. Afier passage of the 1981 supply-
side tax cuts. real individual income tax revenue fell for three consecutive vears. and did not
recover 1o their 1981 level until ]986. That is, for four entire vears after Reagan's 1981 tax cut.
real individual income tax revenue were below their 1981 level. even though it was in the middle of
an economic recovery, [Source: Department of the Treasury, (lax revenue adjusicd to 1995 CP1 dollars.|

» Individual tax revenues grew rapidly after 1986 tax reform. From 1981 to 1989, individual
income tax revenue grew i.7 percent annually -- not 3.8 percent -- but cven this is misleading.
From Reagan's 1981 tax cut to the tax reform of 1986. real individual income tax revenues grew
just 0.2 percent per vear. After tax reform -- from 1986-1989 -- they grew 4.1 percent per year.

«  During the 1980s, the Social Security payroll tax rate increased 6 times. To the degree that
overall tax revenues went up faster. it was due to increases in the Social Security payroll tax rate in
1981, 1932, 1984, 1985, 1986, and 1988 which increased Social Security tax revenues at a rate of
4.7 percent per vear from 1981 to 1989. Therefore, revenues went up 3.8 percent per year because
of real payroll tax revenues: individual income tax revenues rose just 0.2 percent annually from
1981 to 1986 and 4.1 percent per year from 1986 to 1989.

* 1981 Tax Cuts helped explode the deficit. This loss in tax revenue helped explode the deficit: in
Ronald Reagan's first three vears in office -- when the Republicans controlled both the White
House and the Senate -- the deficit nearly tripled. increasing from $74 billion in FY80 to $208
billion in FY83. By FY 86, the deficit had increased $221 billion. [source: Cnoy

Response to Notion #2: First of all, they are looking at 1990 to 1995 data to refute the President’s
1993 Economic Plan. Let’s look at what’s happened since the 1993 plan took effect: Inflation-
adjusted individual income tax revenues have increased 4.8 percent annually since the 1993 plan.
According 1o both the Congressional Budget Office and H&R Block. the 1993 Economic Plan did not
raise income 1ax revenue from 98.8 percent of working families -- it only raised rates on the top 1.2
percent. A small amount of the increase in revenue -- about $4 biliion a year -- comes from the -

wealthiest top 13 percent of social securily beneficiaries. [Source; *I'&R Block Analysis of the Income Tax Consequences of
the Revenue Heconciliation Bill of 1993." August 1993 and "GOP Tax [ssuc May Fade Away: Only 1.2% Of Filiers Will Face Increase. CBO Study Finds.”
Vashington Post. 1/13/94.]

s+ President Clinton’s 1993 Economic Plan has worked and has cut the deficit in half. Since
President Clinton took office, CBO projects that the deficit will be cut in half. dropping from $290
billion in FY 92 to about $130 billion in FY96. (Source: CBO. 5196

Y



. RESPONSE TO PRESIDENT CLINTON RAISED TAXES ON TYPICAL FAMILIES

* Typical family have seen & drop in their 1ax rate since 1992 -- and tax rates for
tvpreal family lower now than in 7 of 8 years under Reagan

. I3 million families saw tax cut benefitting 40 million total Americans because of
President Clinton’s expansion of the-Eamed Income Tax Credit

» H&R block has confirmed that only the top 1.2% of all tax payers saw rage
increase
* Because of the President’s 1993 Economic Plan, 8 million homeoweners have

teiinanced st lower rates « many over $1000 1 vear

’ The source of the Republican 1ax Ad claiming that taxes have been raised $1.300
for the wpical family has renounced the ad.
x Income [or two-sarner family is up $6.260 since 1992 {nominal) and
people only paid more taxes because they eamed more,

x Remember, even under Flat Tax: if you earn more, vou pay more.



CLAiM ON LARGEST TAX INCREASE IN HISTORY.

CLAIM: The 1993 Economic Plan contained the biggest tax increases in history.

THE FACTS: L

May 6, 1996

THIS 1S JUST NOT TRUE. The autached chant from the Wall Street Journal
identifies four tax changes that were Jarger as a percentage of the economy than
the 1993 plan.

x Wall Street Journal, 10726194 "Contary o Republican claims, the
1993 package ... is not ’the largest tax increase in history.’ The 1982
deficit reduction package of President Reagan and Sen. Robent Dole in 4
GOP-controlled Senate was a bigger tax bill, both in 1993 -adjusted
dollars and as a percentage of the overall economy.”

. Washington Post, 2/1/95: “The biggest tax increase in history did not
occur in the Omnibus Budget Reconciliation Act of 1993, The biggest
tax increase in post-World War 11 history occurred in 1982 under
President Ronald Reagan”

. New York Times, 11/3/9%: "It is not true that the $240 billion tax
- increase approved by Congress in 1993 at Mr. Clinuon’s behest is the
largest in American history. When adjusted for inflation -~ the only way
to make comparisons of dollar amounts from different vears -« a tax
increase engineered by Mr. Dole in 1982, when he was the chairman of
Senate Finance Committee, wag farger.”

The 1993 Economic Plan raised income tax rates on only the top 1.2% of
taxpavers -~ and expanded the Working Families Tax Credit, cutting taxes
for 15 million workers and their families.

. H&R Block confirms that the 1993 Economic Plan snly increased
income fax rates for the 1op 1.2 percent. while cutting taxes for "16.6%
of all taxpavers [who| benefit from the Earned Income Tax Credit

EXpansion.”  (Sowce: "HER Block Ansivais of the fncome Tas Conssquences of the Reverss
Raeoneilizion Bl of 19937 August 1993.]

. CBO found that "only a siiver of tax filers -- about 1.2 percent -- will
face a higher income tax bill on April 15 because of the Clinton

administration’s economic program.”  ["GOP Tax issue May Fade Awsy: Only 1,2% of
Filers Will Facs [ngrease, CBO Study Fimils” Washigion Post. 11394

The average federal income tax rate for the typical four-person family is
lower today than when President Clinton took office, and is lower than in 7
of the B vears when Ronaid Reagan was President. The average federal
personal income tax rate for the wypical four-persen famiy will be lower in 1995

than in 1992 and lower than in 7 of the 8 vears under Ronald Reagan. [Source:
Treasury Lopavitpent Efice of Ta Analysis, based on Census Bureau data, 4/18/95 |
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THE STOCK MARKET

DURING THE CLINTON ADMINISTRATION
July 19, 1996

Some Perspective On Recent Movements.-

*

Stock Market Is Up 68 Percent Under President Clinton. Since
President Clinton took office, the stock market has increased from 3,242
on January 20, 1993 to 5,431 (close on 7/19/96) -- an amazing 68
percent increase in three and a half years.

The Stock Market Has Increased Faster Under President Clinton
Than Under Any President Since World War 1. The stock market
has increased 14.2 percent per vear, in regl terms - that’s a faster rate
than during any other Administration since World War 1L

Since The Beginning Of This Year, The Stock Market Is Up More
Than 6 Percent. Since the beginning of 1996, the stock market has

increased from 5,117 to 5,431 {close on 7/19/96) - that’s a 6 percent
increase {even after including recent declines).

. Streng‘er Stock Market Growth Than
Any Administration Since World War

Average Annust Growth — n Bwal Terms
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Sowes: Dupariraant of Treagury




THE DOLE-GINGRICH ANTI-EDUCATION BUDGET OF 19958

IN 1995, MAJORITY LEADER BOB DOLE TEAMED UP WITH NEWT GINGRICH TO FIGHT
FOR THE MOST EXTREME EDUCATION BUDGET IN HISTORY. The 7395 (FY95)

Dole/Gingrich budget would have cur Education and Training by 331 billion over 7 years. (¢80, Anlysis o
HE 2301, 137693, FY06 Budget Resoiution Conferense Agmement: FY97 Budger Report Chan 841}

» 2.3 Million Students Denied Direct Student Loan Opportunities. The Gingrich-Dole budget wouk
have capped Direct Lending at 10% of loan volume, denying Direct Loan opporrunities to 2.5 miilion
students 1o 1350 colieges and ungversities. {Dole voned for HR 2491, the Republicen Sudger Reconciltation BUL, 11/17/95)

Bob Dole Wanted To Cut Student Loans Even More. During consideration of the Republican Budget
Resolution, the Senate passed an amendment to reduce the cut in student foans by $9.4 billion over 7 years
eliminating corporate tax breaks ~ but Bob Dole voted no. {CQ Atmssse. 1995 tvowe #2313

«  Incomse-Contingent Losus Effectively Eliminated. The Dole-Gingrich budger effectively eliminated the

abilire of students o repay their loans as a share of their income. (Dole vored for HR. 149, the Repubiican Budger
Reconesitaion BIL 117179381

s 386000 Students Denied Pell Grams. The Dole-Gingrich budget would have seriously underfunded

Pell grant program. deaving Pell grants to 380.000 deserving siudems in 1996 alone, compared to the
Pregident’s budge!l,  [Houss-Passed FY96 LaborkiHS Approprimions Sifl]

+  Bob Dole Voted Against 59 Billion Amendment to Prevent Pell Grants From Being Underfuaded. On
May 23. 1995, Dole voted to tble an amendment that would have restored $8.88 biliion over 7 vears for Pe
Grants in order to ensure that Peil Grants keep up with inflation. (Dol Seame voir #3306, S.CR. 13, 52895

«  106,000-200,000 Denied The Opportunity To Serve Their Communities While Earning Money
Toward College. In 1995, about 25.000 people participated in AmeriCorps. In 1996, neariy 25,000
participate in the program. The Dole-Gingrich budget would have eliminated AmerCorps, denying
{based on conservative estimates} 100.000-200.000 youth the opportunity to serve their communities
while gaming money toward college over the next few vears. {Vewed FY06 VAHUD Approps. Bill. 12/1895]

¢ 150,600 Children Denied Head Start. The Dole-Gingrich budget wouid have derded 158,000-180.0(

children comprehensive Head Start education. health. and social services in the vear 2002, [The Sense 8

Resolution - which Dol yomd for ~ assumed 3 frocte in Hosd Ssart fRanding, ot 1995 Jewsis, denving 150008 cppormnties in 2602, The House-possed
Labar#4H3 8iY cur Hend Sta 10 a funding leve! tiat would deny 180000 ¢hildren Head Start appornatioes in 2002, Source: Deparmment of Hedith um
Human Services. October 25, 1995

« 1 Million Denied Basic & Advaoced Skills Assistance. The Dole-CGingrich budget would have cut T

! by more than $1 billion -- | million students cut from the program in 1996, [Houscpassed Labor/HHS FY9%
Approgs. Biil]

Goals 2000 Education Reforms Eliminated - Cutting oil 9,000 schools currently using Fedeval

Funds to raise educational standards.  {iowcpssed FYSs LabosHHS Approps. Bifl] {Dole campaign tatemet Web Sits, *It wa
2 bad iden when | voted againat # in the Senas. it is 4 worse ides now.® T/A46)

«  Safe And Drug Free Schools Funding Slashed More Than In Half -~ Services Reduced For 23
Million School Children, The Dole-Gingrich budget would have cur the Safe and Drug-Free School

program by more than /2 in 1996, from $466 million to 5200 million. (Based on rouse-passed FY96 LaborFES
Approps. Bl Dode vord for 2 $1% cw in FYSS Rescission Bl President Chinton vewed, fune 1994

s 4 Million Yourh Depied Summer Johs Opportunities. The Republican budget would have
eliminated the Summer Jobs program., denying sbout 600.000 voung peopie work opportunities next
year and nearly 4 million over 7 years. (Fv95 Senme Budget Resolution, May 1995]
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BOB DOLE FAILS EVEN THE

MOST BASIC EDUCATION LEADERSHIP TEST

A QUICK HISTORY LESSON FOR BOB DOLE: Nothing Beb
Dole says about education in a 35 nninute campaign speech can erase
Senator Dole’s 35 years of anti-education votes, including:

»

1996:

1995:

1954

1993

1986:

1981:

1979:

[965:

1964:

Voting to provide S55 billion less funding for education and

training than the President’s baianced budger. (rFvs7 scome Budger
Reselutiond

Voting for and leading the fight {or the Dole-Gingrich budget

that cut education by 8§31 billion. rvos Budget Kesoiution, tonference sgreement, &,
Caom. Res. o7, FY 96 Budget Bxonciiaton Hill, 13716/95)]

Voting against Safe and Drug Free Schools, Head Start, Title 1,

Charter Schools, and Goals 2000 Higher Education Standards.

{8afe &k Drug Froe Sshocds: €O Aimsase. 1994 {3 55.8: Vaie #33{% Tile | and Chaner Schools: HR 8, Dotober &,
1964, Senzis vote #3243, Goals 2000: HR 1804, O R, March 36, 1994, Votz #86. Hesd St C0 Almmma: 1994,
Veag #34, HR1304, /584N

Voting against the creation of Direct Student Loans and National
Service. 1o Lending: CQ Almanac. 1993, (pai6) €Q Vot #190. HR 2264, pusscd S049, S7Z3N3,
Nationat Service: 73 Almangt 1993, pg. 403, CO Vote 231, HR 2010, pased 58.41, 823931}

Fighting to cut $1.5 biilion from Pell Grants scholarships and
cutting the maximum scholarship award for disadvanaged college
students from $2.400 to0 52,300, 0 awssc. 1988 (Vore #1093}

Voting for Reagan’s Pell Grant Cuts which set spending ilimits
below the operating cost of the program. (o amsac. 1981 fo. 430},

Voting against creation of the Department of Education.  (Seme
Yotk 16740, S, 215 43079]

Voting against creation of the first federal student loans -- | of
only 63 representatives 10 vote against the creation of the Higher
Education Act which guaranteed federal student ioans for
undergraduate college students. €0 e, 1965 ivowe 41681, 10725765

Voting against the creation of Head Start. (co amennc. 1984
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"CHECK THEIR RECORDS ON SCHOOL CHOICE:
 PRESIDENT CLINTON HAS BEEN A LEADER IN PROMOTING
COMPETITION, ACCOUNTABILITY AND PARENTAL CHOICE

! cﬁaéfmge every slate o give ali parents the right 1o choose which public school their children will
| aitend: and 1o fet teackers form new schoois with a charter they cun keep only if they do a good ;ob ',
i President Bill Clinton. State of the Union Address. January 23, 1996

. AS GOVERNOR, BILL CLINTON PROP()SEB*\AND WON PUBLIC SCHOOL CHOICE. .
Governor Bill Clinton proposed and signed the law in 1989 allowing parents o choose any public
schooi in aany schoo! district ~- making Arkansas among the first states to have such z law.

1. AS PRESIDENT, BILL CLINTON HAS REPEATEDLY ACTED TO PROMOTE CHARTER
SCHOOLS AND CHOICE -~ BOB DOLE REPEATEDLY OPPOSED HIM:

1. PRESIDENT CLINTON WON PASSAGE OF LEGISLATION TO HELP ESTABLISH
CHARTER SCHOOLS TO EXPAND PARENTAL CHOICE AND COMPETITION. As pa
of his 1993 proposal to reauthorize the Elementary and Secondary Education Act, President '
Clinton proposed providing start-up funds for teachers. parents. and others to stan charter schools
- mnovative public schools governed by teachers, parents and others that operate free of many
district and state regulations but are held accountable for results through performance-based
contracis, In 1995, President Clinton announged grants w0 provide start-up. funds for Charter
Schools in 1] states. including Mipnesow. Michigan, California, Texas. and Mass.

. = BOB DOLE VOTED NO: Bob Dole voted against the Improving America's Schools Act th:
created the Charter School program.  (Congressiomal Record 107594, Senste Vot 3211

2. PRESIDENT CLINTON MADE CHARTER 3CHOOLS A CLEAR OPTION FOR
SCHOOLS THAT DON'T PERFORM. The President’s proposal to reform and reawmhorize
Title | listed as a pogsible corrective action for low-performing high-poverty schools receiving
Title | "making sliermative governance artangements such as the creation of a charter school.”

=» BOB DOLE VOTED NO: Bob Dole vowed against the Improving America’s Schools Act th
reformed Title . which helps improve reading and math skills, (CR 10/8%4. Sense vom 321]

3. PRESIDENT CLINTON FOUGHT FOR AND SIGNED GOALS 2060 TO RAISKE
ACADEMIC STANDARDS AND INCREASE ACCOUNTABILITY AND CHOICE. 43
states -- including all but two Republican governors -- are uging Goals 2000 to raise

 achievement and choice. (oals 2000 funds can be used to support the development of charter

schools. and at least three suates are aiready doing so: Minnesota. Michigan, and Massachusetts.
tn Michigan, 8 charter schoois were funded in 1995 with Goals 2000 funds.

= BOB DOLE VOTED NO: Even as the Senate voted biparnisanly to pass it {63-22), Bob
Dole voted against Goais 2000: Educate America’s Act. un js04. 32691 "It was a bad idea
when | voted againgt it in the Senate, and it's still 2 worse idea now.” [New Yok Times. 37594

. 4 PRESIDENT CLINTON'S BALANCED BUDGET MORE THAN DOUBLES FUNDING
FOR CHARTER SCHOOLS to 340 ruilion in 1997, and incresses funding over the next 5

vears t fund start-up costs for up to 3.000 new charter schools.  (oMB, FYa7 Budge, 3961

=s BOB DOLE RESIGNED AND REPUBLICANS VOTED NO: The House-passed FY97
Labor-HHS appw;manons bill provides less than haif the sfunding requested for charer schoo
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6 QUESTIONS ON YOUCHERS
Why is the President opposed to school vouchers?

o The President's goal is to give true choice 1 all parents to send their children to
good schools with high standards, competent and inspired teachers, opportunities for
technology literacy. The President feels the best way (o do that is to support charter
schools, public school choice while supporting basic skills for disadvantaged students,
technology literacy, high performance tests for graduating from clementary school,
middle school and high school, and that we cught 10 provide choice and competition
among public schools that open their doors to all students,

o This plan would hunt the choice for millions of parents to go to quality schools by
draining the funds away from public schools that are needed to give all parents and
students choice of a first rate education. The Dole~Gingrich budget proposed $31
billion in education and training cuts —— the most anti-education budget in history —-
and now this private school initiative could drain another $10 billion away from
programs like Head Start, Pell Grants and Title | over six vears.

[« Want competition and cholce among schools that open doors their to all stedems
not just the ones they hand pick for any arbitrary reason.]

[® This is an unnecessarily divisive approach that allows schools to hand-pick winners
and losers, while the Church and State issues tend to lead to litigation that is long and
too often divisive.

[® Mo accountabsility]

[® No evidence that it works. The University of Wis;cz}usxn-Macizsan has found no
evidence of Hgher academic achievement, while there is evidence of schools ¢losing
and parents being stranded and the state being defrauded through the program. |

[Much will go to just subsidizing the 5.7 million who already go to private schools]

Follow up:

:

Why are private school vouchers are different from giving training vouchers

- or Pell Grants to private schools, the difference is that pablic school education in

this nation is not optional and is not charged for.

College is optional for students; all colleges charge tuition and all colleges can pick
and choose who they want to accept or deny, In that environmsent, we decided as a
nation to help all students out regardiess of whether they are going o public or pnivate
schools. Public elementary and secondary school is different. It is universal; it is
where our common values and sense of common citizenship is formed. Everyone is
accepted and no one has to pay. That is special and we should preserve the strength
of that system. When you have a Dole-Gingrich budget that cuts public education
and then calls for siphoning off $10 billion more in cuts to allow a few to pay less for
private schools, we weaken that system and weaken the ability of all students to
choose quality schools.
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" Is our position that school vouchers are unconstitutional?

& There is no clear cut answer there, but we know that it raises constitutional
questions and that if is guaraniced 1o Jead to years of unnecessary litigation and
division. :

The President talks about giving poor children the same choices in education as
the most well-off. They why is it okay for the President and Vice President to
send their danghters to elite private schools but then oppose Bob Dole's effort to
give millions of poor families the same choice?

# The President’s goal is to give all Americans as much choice as possible to go to
the best schools possible. The question is what is the best way to do that, Yet, the fact
is that the President feels the best way fo strengthen our sconomy and give every child
and every parent the choice to go a quality school is to strengthen the public schools
and not to siphon funds off public funds for private schools scholarships for a few ~-
especially when these schools have no public accountability and do not open their
doors to all students,

The President called Polly Williams a visionary -

® The President was an early forerunner of school choice and competition. He wrote
Polly Williams because he wanted to offer encouragement to the cxploration of the
few choice and competition ideas that existed at that time and he told her that he
would “have his staff analyze it.” After seriously studying different choice options,
then Governor Clinton came to the conclusions that the right way to promote parental
choice in education was through public school choice and charter schools ~ and not
private vouchers —— because he feared private school vouchers would siphon funds
away from public schools and lead to unnecessary division at a time when he thought
Americans should be puiling togsther. He has been consistent in the position and has
acted as President to promote this view by praising public school choice efforts and
finding new funds for charter school in two separate bills GOALS 2000 and Improve
America Schools Act ~— both of which gave funds to Minnesota and both of which
Dole voted against,

Has the Wisconsin proposal been successful?

The study by the University of Wisconsin shows no academic difference between
those who are'in the program and those who are not. (Study by Professor John Witte,
University of Wisconsin~Madison, Milwaukee Journal, February 10, 19%6).
Furthermore, us Clarence Page reported for the Chicapo Tribune, “two of the
seventeen private Milwaukee schools participating in the voucher program have gone
out of business, leaving students stranded and parents scrambling to find another
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schosl, Two more have been put on the critical list with severe fipancial troubles.”
Page aiso reports that 200 of 1476 students have dropped out and the director of one
school wrote $47,000 in bad checks. A state andit found that two schools have
exaggerated enrollments enough to overbill the state of Wisconsin by
$390,000.("Reality Cheek on School Vouchers,” Chicago Tribune, March 13, 1996
p.15



RESPONSE TO QUESTIONS ON WHAT ADMINISTRATION HAS DONE TO
APPEAL TO PEROT CONSTITUENCY

President Clinton has done more than any President to balance the budget:

Deficit cut in half $290B o $117B (OMB) or $115-130 (CBO)

"4 Consecutive years of deficit reduction under Clinton - first President

1o do so since 1840’s -- before Civil War
First President to offer CBO-certified balanced budget in 17 years.

Budget would be balanced today were it not for interest on debt created
during Reagan/Bush vears. '

President Clinton Reinvented Government -- feaner, cheaper, smarter.

1993 plan cut spending $255 billion - one of largest cuts in history

Spending as share of GDP down from 23.3% to 21.7% after going up
under Bush

Spending as share of GDP lower than at any time during Reagan or
Bush. ' g

Smallest government in 3 decades - cut by 230,000 workers

Closed 2.000 field offices, eliminating 16,000 pages of unneeded
regulations, proposed terminating over 400 programs and projects.

Working for meaningful political reform

Signed law applying laws of land to Congress
Signed lobbying reform.

Called on Congress in State of Union to pass McCain-Feingold |
campaign finance reform



SOCIAL SECURITY Q&A
July 15, 1996

Did the President open the door yesterday to supperting some experimental
version of allowing a portion of Social” Seczmty to be privatized as first a
demonstration project?

The President made clear three peints:

1. Importance of Bipartisan Process in Least Political Context Possible: The
President made clear that he supports a bipartisan independent process like existed in
1983 to consider the steps that needed to be taken to keep the Social Seeurity system
strong.  Unfortunately, the current Social Security Advisory Council scems to have
failed —- it reportedly could not reach consensus on a bipartisan plan to ensure the
program's {ong~term solvency.

2. Opposes Privatization or Anything that Would Put Older Americans at Serious
Risk: The President also made clear that he opposes complete privatization because it

~would not be dependable enough for many older Americans and would put them "at

serious risk."

3. Willing to Study Ideas -~ But Will Noi Support Implementing Ideas that
Change Social Security ~~ Without Careful Study, Testing and Review: We do
want to clarify that the President does not mean to propose experimenting with
privatizing a portion of Social Secunty system.

If you look at his statement it scems fo imply that he means that you don't want
sweeping changes or complete privatization votil you have experimented with
some partiai privatization that can be studied or fested. Are you saying that he
did not mean this or misspoke?

_» The President i5 not making any proposals, nor does he support any proposals for

any type of pnvatlza:zozz What he was saying was thai within the context of

artisg : process like the one in 1983, even new ideas shouid only be
conszdeztd that are carefully tested before implemented, and that if new ideas are to be
considered he would want careful study and even iesting before we take any risks with
a program that has worked so well for the American people.
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PRESIDENT CLINTOGN CUT THE DEFICIT MORE THAN IN HALF --
ON THE WAY TO BALANCING THE BUDGET
July 16, 1996

in today’s Mid-Session Review. the Office of Management and Budget projects the deficit will drop to
$117 billion this fiscal vear. down from it projection of $146 billion just four months ago - far less than
the 5290 billion deficit when Climon ook office in January 1993, .o

PRESIDENT CLINTON HAS MORE THAN KEPT HIS PROMISES

Deficit Cut More Than in Half. Both CBO (3115-3130 billion} and OMB {8117 billion) now
project the deficit to be more than cut from the record $290 billion when Clinton took office.

10 Million New Jobs, President Clinton promised his economic strategy would create 8 million jobs
in 4 years -- and it has now ¢reated 10 million jobs in 3 172 vears.

Smallest Gavernment in Three Decades. President Clinton promised to cut 100.000 unnecessary
positions from the bureasucracy -- and he has already reduced the federal workforce by 230.000.

DEFICIT CUT MORE THAN IN HALF

1942: Record Defleit. The deficit was 3290 bidlion -~ the bighest dollar {evel in history.

Today: Deficit Cut 60%. Both CBO and OMB agree that the deficit will be cut more than o half in 4

years, TBO projects the deficit will be between 3115 and 3130 biilion this year and OMB now
projects it will be $117 billion. (€8O w96, 058 706

+  Smallest Deficit in Over 20 Years as a Share of the Economy. OMB projects the deficit will be
1.6% of the economy -- Jower than any year since 1974,

«  Smallest Deficit Than Any Major Econamy In the World As A Share of GLIP, in 1992, the U5,
had a larger budget deficit as a share of the economy than Japan, Germany, and France. Today, the U.S
i1as the lowest deficit a5 a share of the economy of any major economy in the world, [OECD, 12495)

¢ President Clinton is the first President to cut the deficit 4 years in a row since the 1840s,

BALANCING THE BUDGET

-

President Clinton Is the First President in 17 Years To Submit a CBO-Certified Bulanced Budget.

Republican Budgets Wauld Not Balance Without President Clinton®s 1993 Deficht Reduction Plan,

Without the 1993 deficit reduction plan -- which every Republican voted agamst - the GOP bhudpet would
not gven come close o reachine balaneg jn 2002, Rather than repeal it Republicans depend on i,

CUTTING SPENDING

*

C

»

Government Spending Is Down, President’s Clinton’s 1993 plan cut spending by $255 billion - ane of
the largest cuts in history. Afler spending as a share of GDP increased from 22.1% 6 23.3% under
President Bush, spending as a share of the cconomy has now dechined from 23.3% 1o 21.7% of GDP and is
lower than af any tme during the previous fwo Administeations.  [OMB, Fiscal Year 1997 Budget: Supplement
and Historical Tables.)

UTTING THE SIZE OF GOVERNMENT

Smallest Workforee in 3 Decades. After ingreasing from when Reagan took office to when Bush left
office. the federal workforce has been cut by 230,000 workers under Presidemt Clinon 1o the smallest
leve! in three decades. Closing over 2 000 unnecessary field offices, eliminating 16.000 pages of
unneeded reguiations, and proposed terminating over 400 programs and projects,




CLAIM ON NOT DESERVING CREDIT FOR DEFICIT REDUCTION

CLAIM: President Clinton's policies are responsible for less than 40% of the deficit reduction
. berween fiscal 1993 and 1996.

THE FACTS:

f. Any way you slice xt, the President' 1993 &:anemlc Plan and the resulting impact on the
economy is responsible YL ing ity of the deficit reduction,

The deficit had quadrupled in the previous 12 years and was projected to be $455 biltion in FY2000
and to $579 billion in FY2Z002. Now, thanks 1o the President’s plan the deficit has been cut in haif and
come down four years in a row under on President for the first time since before the Civil War.

2. While Republicans are Petty, the Mosi Respected Republican Experis Acknowledge President’s
impact. After driving guadrupling the deficit under their watch [the first major explosion of the deficit
between 19811986 when the Republicans controlled the Senate and Dole was Finance Chairman) and
saying they were going 1o blame the President if anything went wrong in the economy, it is mther pesty and
pathetic for them now to be arguing about credit now. If you look at what the experts say — even the most
respected experts say —— including Republicans -~ nearly all acknowicdge that the President's deficit
reduction plan reduced the deficit, lowered interest rates, and spumed economic growth:

Volker: The Deficit has come down and I give the Clinton Administration and President Clinton
himself a lot of credit for that ... and I think we're secing the benefits,” Audacity, Fall, 1994]

. Alan Greenspan: "The deficht reduction {from 1993]...was an unquestioned factor in contributing 1o
the improvement in cconomic activity that occurred thereafier.” (22096

CBO, January 1994:" The dramatic improvement in the deficit since last January is largely the result of
the enactment of the Omuibus Budger Reconciliation act of 1993."

g cans g eing icpl: They were ready to give the President’s Plan 100% of the
b{ama fer hurting the economy and increasing the deficit, but are not willing to give it more than
40% of the credit for improving the economy and cotting the deficit. They claim the strong
economy i a coincidence!

s Representative Newt Gingrich: "The tax increase will kil jobs and lead 1o a recession, and the recession
will force people off of work and onio unemployment and will actually increcse the deficit.” [Atlanta
Joumal-Copstitution, 8/6/93}

* Senator Pele Domenici: "April Fool, America, This Chinton budget plar will not create jobs, will not grow
the economy, and will pot reduce the deficit.” {Dallas Morning Nows, 4/2/93)

o Representative John Kasich: *.We're going to find out whether we have higher deficits, we're going
find out whether we hove g slower economy, were going io find out what'’s going 1 happen 10 imterest rates,
and it's our ber that thix is a job kitler...” [GOP Press Conference, 8/3/931

. We will compare our records on deficit reduction and the economy any day.
President Clinton:
o President Clinton is the first President to cut the deficit 4 years in a row since before the Clvil War,
Smallest Deficit in Over 20 Years 15 a Share of the Economy.,
Smallest Deficit Of Any Major Economy In the World As A Share of GDP.
Republican Budgets Would Not Balance Without President Clinton’s 1993 Deficit Reduction Plan.

~7 i
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CLAIM ON DEMOCRATS DEMAGOGUING ON MEDICARE:

Q: Isn’t the President just demagoguing on Medtcare. Aren’t the differences really pretiv
smail now?

I

Republicans are still insist on excessive ‘Viéi}imre cuts that would move
medicare toward second class health care, :

. 45% larger cuts. The Republican budget reduces Medicare spending by
$168 biilion -- $51 billion or 44% more than CBO scored the President’s
balanced budget.

They are still raising costs on beneficiaries - but now they do it indir
through even larger cuts on hesith care providers, Rather than raising costs on
beneficiaries directly they now do it indirgctly through even deeper cuts in
payments to the hospitals and home health providers that serve beneficiaries,

~ jeopardizing quality and access to health services. '

- Extreme Cuts Threaten Viability of Many Hospitals, Their $168 billion
cut cauld mean hospitals get lower payments tomorrow than today--even in
noeninal terms--and will resudt in cost-shifting, undermine guality, and
threaten the financial viabikity of many rural and urban hospitals. .
According to the American Hospital Association, nearly 700 hospitals
derive 87%. or more of net patient revenues from Medicare & Medicaid.

. American Hospital Association and National Association of Children's

Hospitals are "graveiy concerned about the level of reductions

proposed” by Republicans in Medicare and Medicaid.  [May 10, 1996 lester w0
! Chairmen Roth. Archer, and Bliley from sen hospital associations.] b
More than dollars are at stake - their damaging structural changes would
ferce Medicare to "wither on the vine,”" The Republican budget still contains
the damaging structural changes that President Clinton vetoed last vear. These
changes would segment the Medicare population, leaving the Lradltwnai program
with fewer dollars and sicker benefictaries, ’

. Medical Savings Accounts. Republicans bave insisted on the immediate adoption
MSAs that appeal to the healthivst and wealthiest beneficiaries, leaving the sickest
and most costly beneficiaries in a weakened fee-for-yervice program. CBO
prajects that MSAs will herease Medicare costs by $4 billion over seven vears.

- Over-charging in private plans, Republican proposals permit physicians ©
charge beneficlaries ¢xtra -- through "balance billing” -~ in private Medigare
plans. increasing out-of-pocket costs for beneficiaries and slowly draining the
fee-{or-scrvice system of both doctors and dollars,

. Hard spending ¢ap. Republicans impose s hard cap on Medicare spending.
If costs increase faster than projected. spending would no longer kccp up -
leading 1w cuts exceeding $168 billion.

President Clinton’s budget shows that their deep cuts and damaging strueturai

changes are not necessary to balance the budget and guarantee the life of the

Medicare Trust Fund for 18 vears - just as long as the Republican proposal.
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Adgust 7, 19986

MEMORANDUM FOR THE PRESIDENT

THROUGH: LEON PANETTA

FROM: GEORGE STEPHANCPQULOS

GENE SPERLING

SUBJECT: Response to Dole’s Economic Plan

Allached are some of the documents produced in response to Dole’s announcement
of his economic plan.

I

it

IV,

Summary of Press and Economists’ Reaction to Dole’s Plan. As you will
see from the attached summary and clips, Dole's plan received harsh
criticism from newspapers and renowned economists nationwide. More than
30 major newspapers printed negative editorials on the day following Dole's
announcement. ,

8 Key Points To Keep In Mind On Bob Dole's New Supply-Side Tax Cut.
This document was produced the day before Dole’s announcement

" {Sunday) and given to reporters by the re-election campaign before they

antered the pre-brief for Dole's plan (Monday morning.) The impact of this
document - and accompanying phone calls to reporters -- was significant:
reporters were well informed of the tough questions to ask about the plan and
Dole’s hypocrisy, before the plan was even officially announced.

10 Unanswered Questions on Dole's Plan. Since the announcement of his
plan on Monday, we have worked with reporters to highlight the overwheiming
lack of specifics and answers to key substantive questions. This has been
effective, as reporters are hecoming more frustrated and skeptical with the
Dole campaign's inability to answer basic questions. Today the campaign is
officially giving out this dotument in San Diego at the Dole Campaign briefing
and to specific reporters here in Washington.

Imipact of President Clinton’s Tax Cuts For Education and Child-Rearing
on Typical Families. This document shows how millions of working families
will get a significant tax cut under your plan without balloening the deficit.
While many taxpayers will certainly do better under their plan - if it were
implemented and if it did not raise interest rates which would evaporate the
tax cut benefits — families with young children will do nearly as well under
your tax cut as the Dole tax cut, and families with children in college will on
the whole do better under vour tax cut.



NEWSPAPERS NATIONWIDE HAVE DISMISSED
BOB DOLE’S TAX PLAN:

New York Times Editorial: "Since Congress could barely muster the courage to
cut mohair subsidies, it could take until 3002, not 2002, to meet Mr. Dole’s
spending targets. If somehow Mr. Dole managed to defy Congressional history and
get his cuts, he would do irreparable harm to the economy.” [New York Times, ¥i6/v6]

New York Times Editorial: "The Hail Mary Tax Plan....There is still no
magical supply-side elixir. Mr. Dole is caught up in another supply side
fiction, that tax cuts will not open gaping holes in the budget.... Mr. Dole’s
economic adviser, John Taylor of Stanford University, once wrote that
predicting that a tax cut would be a large stimulus to employment and output
'would be contrary to the evidence.” The evidence has not changed, but it looks
like Bob Dole has." (New York Times. 8/4/96]

Washington Post Editorial: "The tax cuts will likely add to the deficit,
thereby reducing the savings rate on which investment depends while forcing
interest rates higher than they otherwise would be. Far from generating greater
growth, these factors would combine to suppress it." (washingion Post, 8/4/96],

Business Week: "Dole may offer huge tax cuts, but they could hurt long term
growth.... Indeed, the bulk of economic studies suggest that a tax cut such as
the one being discussed could send the deficit soaring and cut business
mvestment in the long run. Ultimately, the economy’s growth rate would fall
rather than rise,” (Business Week, 8/12/96]

Boston Globe Editorial: "For all Dole’s claims about the innovativeness of his

proposal, analysts said that it relies on two tried-and-troubled ideas -- spending

cuts like those balked at by the public last year, and an economic payoff largely
missing from the nation’s last experiment with substantial tax cuts under Ronald
Reagan." [Boston Globe, 8/6/96]

Boston Globe: "... a wide array of analysts criticized the proposal as, at best,
of only modest economic significance and, at worst, a recipe for political
disaster.” (Boston Glabe, 8/6/96)

Baltimore Sun Editorial: "Desperation is perhaps the kindest and gentlest
explanation for Bob Dole’s late-life conversion from deficit hawk to voodoo
doctor.... What is dubious about this whole business is that it rests on huge,
unspecified spending cuts, huge revenue growth that requires a leap of faith...
the question of the future is whether he can or even wants to fulfill an utterly
irresponsible campaign promise.”  (Battimore Sun, 8/6/96]



St. Louis Post-Dispaich Editorial: "Back To Voodoo Bconomics. Though

supply-side economics is a proven failure, Bob Dole wants to try it again.” s
Louis Post-Disparch. 816796}

Sacramento Bee Editorial: "Deja Voodoo... For Dole, this is not just an issue

of economics, #'s also an issue of credibility. On both counts, i's a mistake.”
iBavraments Bre, 58]

Chicago Tribune Editorial: "...without specifics on where spending cuts will
come be made and with Washington facing increasing spending on entitlements

. programs, tax cuts now would almost certainly lead to bigger deficits, not

smaller ones. ... Frankly, we liked the old Bob Dole better.” Chicaga Tribune, 8:6/56|

[

Chicage Tribune: ... few independent experts believe Dole’s [plan} could
WOrk.” [Chicags Tribuse, 86/56]

New York Daily News Editorial: "Who do vocdoo now? Like a drowning man
reaching for something -- anything -- to keep himself afloat, Bob Dole has
repudiated 35 years of fiscal rectitude in favor of a crackpot economic plan.
Reaching for a life preserver, he grabbed an anvil. An anvil called tax cuts. ...
It" sad this snake oil is being offered as the salvation of Dole’s foundering
presidential bid.... [Higher interest] would choke off the best job-creating

eronomy in a generation, one that has produced 10 midhion new jobs.”  iNew vor
Dy Nows, 868461 i .

Chicage Sun-Times Editorial: "The $548 billion tax cut would be paid for,
mostly, by deeper cuts in spending -- never mind that Congress has been
unable to agree on trims already proposed. In true 1980s supply-side rhetoric,
the proposal would capitalize on presumed economic growth stimulated by a tax
cut. That's an unproven assumption.”  (Chicago Sun-Times, 8/6/96}

Philadelphia Daily News Editorial: ".. Dole offered no hard choices vesterday.
Desert firsi, then spinach later -- the Reagan menu.” (pritadeipbis Daily News, 8167961

Detroit Free Press Editorial: "NO FREE LUNCHES:; Dole’s tax cut would be
economic irresponsibility... Mr. Dole would arrest this progress {on fiscal
responsibility], and return to the debt accumulation of the Reagan vears... Mr.
Dole may want to offer 2 free lunch, and plenty of candy for desert, but voters
already recognize bow unpalatable that menu 15,7 Dewvit Frse Pross, 1/6796)

Philadelphia Inguirer: 7. skeptics questioned whether the numbers add up.”
(Bhitateinhin bl REM6]



Miami Herald Editorial: "Dramatic - and risky.... There's pixie dust in his
proposals to cut taxes $548 billion and balance the budget by 2002.... Trailing
President Clinton by 20 points in come polls, Bob Dole yesterday reached back
15 years and embraced the supply-side shamans whose advice he wisely had
spurned earlier.... it’s also dramatically risky." (Miami Herald, 8/6/96]

Nwsweek: "...like Reagan’s, Dole’s plan risks ballooning the deficit." Newsweek.
8/12496]

San Francisco Chronicle Editorial: "This plan raises a great risk of reversing
hard-won battles against the deficit, which peaked at $290 billion a year in

1992.... there is no free lunch in a nation trillions of dollars in debt.” (san
Frincisco Chronicie, 8/6/96]

San Francisco Chronicle: "If Bob Dole’s economic plan were a movie, most
reviewers would be giving it two thumbs down..." (San Francisco Chrenicle, 8/6/96)

Bloomberg Business News: "Wall Street analysts and economists were skeptical
of Republican presidential candidate Bob Dole’s economic package, saying the
proposed tax cuts and projected growth rate could balloon the deficit and drive
up interest rates.” (Bloomberg, 8/5/96)

New York Post: "Most Wall Street insiders greeted the news of Bob Dole’s
tax-cut proposals with a great gaping yawn -- about as wide as President
Clinton’s lead in voter polls.... Economists question Dole’s math. "This is not a
realistic plan in that it fails to explain how we will pay for these tax cuts,” says
Stephen Roach, chief economist at Morgan Stanley... Investors expressed fear
that Dole’s tax cut proposals -- if implemented -- could widen the federal
budget deficit after strong efforts made in recent years to get it under control,
Bond investors in particular, are concerned that a growing federal deficit would
boost interest rates, driving down bond prices.” [New vork Post. 8/6/96]

Newsday Editorial: "Imprudent Politics. With his huge budget-unbalancing tax
cut, Dole undermines his solid-citizen image.... an act of desperation that
grossly -- and rather crassly -- underestimates the public’s ability to see through
clection year charades.... After a distinguished career as a prudent deficit-
conscious lawmaker, the former Senate leader has diminished himself
immeasurably with the supply-side witchcraft he once mocked. Dole now has
his own credibility gap and his own character issue...." [Newsday, 8B/6/96}

Des Moines Register Editorial: "His 'Dramatic’ economic plan 18 warmed over
fantasy.... it was about as dramatic as reheated [eftovers.” (Des Moines Register, 8/6/96]



Des Moines Register: "Economists, Democrats, and even some conservatives
criticized the plan."’ [Des Moines Register, 8/6/96) ‘ '

St. Petersburg Times Editorial: "Dole [has] unveiled a desperate tax-cut
gambit that represents the low point of his 1996 presidential campaign (at least
so far)... Stop running away from your record.... It amounts to a recipe for
destroying the painful progress the president and Congress have made toward
reducing the deficit over the past three years.... it is the very sort of supply-

side wishful thinking Dole has properly resisted in the past.” (s. pewersburg Times.
81/6/96)

Anizona Daily Star: "...a legion of skeptics questioned whether the math adds
up.... Nonetheless, a summary of the plan released to reporters was somewhat
thin on details. Spending reductions were vague, unlike line-by-line estimates
that House Republicans produce to back up their balanced-budget plans.
Significant financing for the tax cuts comes from projections of higher tax
revenue due to increased economic growth." (Arizona Daily Star, 8/6/96)

Minneapolis Star Tribune Editorial: "In the end then, Dole’s tax cuts
promoted as a means to reduce the deficit and cut interest rates, would almost
certainly mean just the opposite: larger deficits, higher interest rates, and a less
hopeful future for the families whose interests Dole professes to champion.... If
that’s what Dole means by finishing the job Reagan started, perhaps he's be
better off starting one of his own -- one with a higher quotient of economic
COMMON SENsSe."” (Minneapotis Star Tribune, 8/6/96]

Herald-Sun (Durham, NC) Headline: "Dole Unveils Economics Plan; Experts

Skeptical of Tax Cuts, Candidate’s Promises of Growth” (Henaid-Sun (Durham. NC).
8/6/96]

Portland Press Herald: "So, with the national economy prospering and inflation
under control, why id Bob Dole, the presumptive Republican nominee for
president, proposing a major tax cut? The answer is politics.... a number of
economists, including conservative experts, don’t believe it.... It 18 a reputation
for fiscal integrity that Dole earned the hard way. He should not abandon it
with ease." [Ponland Press Herald, 8/7/96)

Bergen (NJ} Record Editorial: "Bob Dole’s Tax Cut; Americans Can‘t. Afford
To Pay For the Deficit. Bob Dole’s massive tax cut proposal may be good
politics, but it’s cased on some very shaky economics..... Higher interest rates
would work against the very economic surge that Mr. Dole wants to set off.
they would also make it harder for businesses to expand and for people to
borrow money for new homes." (Bergen Record. 8/6/96]



e e e

Charleston Gazette Editorial: "The sad part is that Dole knows better. He
knows that it’s crazy to plan on tax cuts generating additional revenue, yet his
plan says that 27 percent of the cost of the cuts would be “paid for” by this
phantom boost.... Dele’s tax cut will make balancing the budget practically
unpossible. Dole is betraying his own deficit hawk natre 1o espouse this tax
cut. In the past, he ridiculed supply-siders, who say that tax cuts boost
economic activity and produce more revenue. Now he’s joining them in a
desperate attempt to energize his sleepy campaign.” [Chariesion Gazene, 81696}

Lexington Herald-Leader Editorial: "Grasping for a gimmick. Candidate Dole
has shed his deficit hawk ways... candidate Bob Dole has only a passing

acquaintance with the leader once known as Sen. Bob Dole.”  iLesisgion Henld-Leader,
RIGFH)

Tennessean Editorial: "Dole deals campaign some familiar voodoo. Deficit-
hawk converts to supply-sider... Dole’s pledge to cut everyone’s tncome tax
rate by 13% is audacious enough in its own right since it would be a giant leap
backward on deficit reduction. But coming from a leader with a 35-vear
reputation as a deficit hawk, the pledge also smacks of an election-year
conversion.... It's a shame 10 see him so desperate for votes that he'll abandon
his own principles,” rennesssn, 2i6/96)

Courier-Journal (Lonisville, KY): “Dole’s economic proposal under scrutiny;
Some question the assumptions underiving plan..” (Conserdoursst, 8/6:08]

Lansing State Journal Editorial: “Mega-tax cuts will only drive up deficits.
There is a shrill note of desperation in Bob Dole’s sweeping plan to cut
taxes.... Even spread over six years as Dole proposes, the $348 billion tax cut
will either stop the glide toward 2 balanced budget -- or put such a drag on it
that it will postpone the time when Washington spends only what it takes in....
Many economists are skeptical of trickle-down contrivances. Dole himselt has
scoffed at supply-siders, Desperation, desperation.”  (Lansieg Swte foumai, 86096]
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ECONOMISTS HAVE CRITICIZED BOB DOLE’S TAX PLAN:

THE CONCORD COALITION - Warren Rudman, Paul Tsongas, and

Pete Peterson: "Beware the ‘rosy scenarios’ and technical voodoo.”  (coacor
Coalition, New Yok Times Adventisetent, 3/4/06]

Robert- Reischauer, former Director of the Congressional Budget Office:
"{It’s] a tax cut that will blow an increasingly larger hole in our budget as the
years go by." [oNN. srsio) =

Robert Reischaver: "It would appear that Senator Dole’s economic advisers

have been feeding their calculators performance enhancing drugs.”  (washingea pos,
Bi&GE

Benjamin Friedman, Harvard University Economist: "It sounds great if you
believe in the footh fairy.” [os Angeies Times, #26/96] '

David Romer, University of California at Berkeley Economist: "My overail
reaction is 1t°s irresponsible and insulting to the voters.... Promising tax culs
with nothing concrete on the spending side is likely to make the deficit problem
worse and that’s bad for economic growth.™  (sas Fraacisss Cheonicte, 87695

Alan Auerbach, University of California at Berkeley Economist: "But Alan
Auerbach, a tax expert at the University of California at Berkeley, said he
doubted whether most middle income taxpayers would end up working harder
or investing more when offered a 1ax Cul.™  (San Franiseo Chionicle, 8/6/96]

Daniel Hammermesh, University of Texas Economist: "We're talking about
a very small response, far too small 0 make much of a difference in GDP....

This 18 warse than voodoo economics, This is d’hote economics.” ipusines wees.,
B12/961

Norman Ornstein, American Enterprise Instifute: "It takes a problem that is
a chronic problem and moves it closer 1o & Crisis. ™ pMinneapotis Se Tribwne, §/6/96)

Norman Ornstein: “It’s a risk 1o his credibility.... We’re alking abowt
something that might make Arthur Laffer blush,™ pinnespotis Sur Tribune, 8/696]

William Schoeider, American Enferprise Institute: "This destroys Bob
Dole’s eredibility on the deficit.. .. It is a radical solution to which there is no
problem.” (Chrsian Suience Monilos, 8767961

Sung Won Sohn, Chief Economist at Norwest Bank: "My concern is that if
anything the short-term impact could be very negative.”  jusa Tassy, 87598 ‘



Martha Phillips of the Concord Coalition: "This will not work. It will blow
a gigantic hole in the budget and it will set us back rather than lead us
forward.” [ABC News, 8/4/96] ‘

Allen Sinai, Global Economist at Lehman Brothers: "There’s no way you
can say that this program is a plus for raising the ong-run growth of the
€COROMY."  [Washingion Post, $/6/96}

Joel Prakken, Chairman of Macroeconomic Advisers: "Fanning this economy,
which grew this spring at an annual rate of 4.2 percent, with massive tax cuts,
Prakken said, could quickly ignite inflation, forcing up interest rates enough to
throtile economic growth, not stimulate .7 (5. Leuis PosDispasch, 21696}

Stephen Roach, Chief Economist at Morgan Stanley: "This is not a realistic
plan, in that it fails to explain how we will pay for these ax cuts.... [Dole] has

done nothing to address the effects this could have on deficits in coming years.”
[Binomberg, 8/3/96)

Robert Dederick, Chief Econamist at Nerthern Trust Bank: "Frankly, it
leaves me quite uncomfortable.... We have to be concerned about what this
could do 1o deficits and, a8 3 result, interest 1a1e8."  (Bivomberg. 875598

Tom Gallagher, Lehman Brothers: “If this were a budget document, vou'd be
preey skeptical...” (aoomberg, 815/96]

Digne Swonk, Economist at First Chicago: "[t’s an election year offering, 10
be financed 70 percent out of spending cuts that haven't been named vet...,

This is a tax cut that tends to bolster consumption, not mvestment. " [Chicsgo Sun-
Times, #/6796]

Joseph Isenberg, University of Chicago Tax Law Expert: "I's a lot of
supply-side dogma.” (Chicage SanTimes, 8/6/96]

Robert Reischaver: "It would require very deep cuts in programs the

American public balked at cutting last year when the cuts were much smaller”
iBeson Globe, 8/6196;

Mickey Levy, Chief Economist at Chase Securities: "Too much of this
proposed reduction in spending 1S unconvineing. " (New York Daily News, 8/6156)

&

Duavid Wyss, Chiefl Financial Economist of DRI/McGraw Hill;: "You're
sacrificing long term growth for the short ternL” (susiness week, 8712501



Ron Miller, Columbia University Economist: "They're pulling this out of a
hat.... Of course it’s possible on paper, but it’s just not credible -- the money is
not there. We heard it in the late 1970s and again in the early 1980s -- that’s
where our huge debt came from." MsNsc, 8/4196] .

Jack W. Germond and Jules Witcover: “But the question is where would the

money come from to pay for a reduction of $600 billion over six years....The
answer appears to be blue smoke and mirrors.” [National Journal, August 3. 1996}

Bill Barnbart of the Chicago Tribune: "The so-called supply-side assertion
that sharp cuts in income tax rates pay for themselves by stimulating economic
growth was so convincingly discredited in the 1980s that it’s amazing anyone
would propose it now.... there is no evidence in a complex economy that a
generalized, large tax cut would produce the effects supply-siders claim to

want. It could easily produce excessive consumption, inflation and debilitating
increases in interest rates" [Chicago Tribune, 8/5/96]

Byron Wien, Chief Strategist at Morgan Stanley: “I’'m not convinced, and I
think Dole is on the ropes and is coming up with a plan that is extreme,... |
don’t think it will add up, and I think it’s inconsistent to have some features of
this plan and try to balance the budget by 2002.... Do you think Bob Dole sat
down with spreadsheets and added this up? I don’t.... There isn’t enough
spending cuts to get there without more dramatic Cuts.” [Bloomberg, 8/5/96}

William C. Dudley, Director of U.S. Research at Goldman Sachs: "I would
say that at this point the credibility of the plan is not very high.... To cut taxes
and balance the budget, until you actually specify the spending cuts, and do so
in detail, the credibility is lacking." {Bloomberg, 8/5/96]

Kathy Jones, Director of Futures Research at Prudential Securities:
"[Market fears about Dole’s plan would grow] if it looks like there’s a ghost of

a chance that he’ll win or the Democrats respond with a similar package."”.
(Bloomberg, 8/5/96)

David Dunslow, University of Florida Senior Economist: "If this goes
through, long-term interest rates would go up, and it would probably prompt
the federal reserve to raise short-term rates... We would have to pay higher
mortgage rates for houses, higher rates for cars, and credit-card rates might rise
a bit." [Sun-Seminet {(Fort Lauderdale), 8/6/96)

James Annable, Chief Economist at First Chicago:” "My real objection is that
we’re getting the desert up front and setting aside the vegetables.... But if
you're going to cut taxes, cut spending first.” perald-Sun (Durham, NC), 8/6:96)



Neil Harl, lowa State University Economist: "We have been down this road
before... It’s a road of immense danger.” ioes Moiocs Register, 216/96]

David Lawrence, Drake University Economist: [t's not going (o work, The
Republicans have got a big problem with the economy and that problem is the
economy is too geod.” [Des "We have been down this road befors... It'’s a
road of imrnense danger.” [es Moines Register, 8/6/96)



6 KEY POINTS TO KEEP IN MIND ON
BOB DOLE’S NEW SUPPLY-SIDE TAX CUT
1. [Initial Reaction to Dole’s Retreat from Deficit Reduction Has Been Highly Unfavorable.

. *+  Marths Phillips, the Concord Coulition, "This will not work. It will blow a gigantic hole in the
deficit.” {ABC Mows, $4094)

CLINVON - GORE 96’

* Warren Rudman, Paul Tsonpas, and Pete Peterson: "Beware the ‘rosy scenarios’ and
technical voodos." [Concord Coslition, New York Times Advertissment, 84/96]

*  Sung Won Sohn, Chief Economist at Norwest Baok. "My concern is that if anything the shont-
terrn impact could be very negative.” [USA Today, K556}

2, Dole’s New Econemic Plan Relies On More Supply-Side Growth Assumptions than the
Reagan 1980 Campaign Tax Cut

. Wall Street Journal, 8/5/96: "[Tihe need for boldness has forced Mr. Dole to adopt more
optimistic assumptions about the revenue-generating impact of his pelicies than even Ronald
Reagan used in offering his own supply-side tax cuts during the 1980 campaign.”

. Dole says his plan assumes 27% of Us revenues from increased growth, The fact is it is closer
to 40%. Either way, it is more than the Reagan 1980 campaign tax cut proposal which relied on

less thas 20% of its revenues from increased economic growth (Mewsweek 9720180, New York Timses
SHMA0, Martin Anderson "Revolution,” 1988]

3. Republicans Have Previously Rejected Supply-Side Economics and Just Last Year Shut
Down the Government Over Using Conservative Economics.

«  Rep. Bill Archer, 6/3/96: "We Republicans are committed to a balanced budget by 2002. Itis
. difficult to see how we could cnact a massive fax cut that's being talked sbout for the Dole
campatgn.... We're not going back to dynamic scoring. We Republicans are committed to budget
analysis by the Congressional Budget Office.”  iSeeramento Bee, June 3, 1996)

+  Rep. Newt Gingrich, 11/15/95: “We’rc not open in any way to fudging the figures or getting to
a phony numboer.” Weshington Fost, 11115589

4. Conservative Economists Have Dismissed Supply-Side Gimmickry.

*  Robert E. Hall and John B. Taylor, Advisor to Bob Dole: "A prime selling point of the
supply-side policies put into place in 1981 was precisely this incentive argument. But acut in
income taxes also makes people better off, which depressed labor supply, The net effect of a
simple tax cut could therefore be quite small, . . A prediction of large stimulug o enployment
and output from tax cuts would be conirary to the evidence.” Qacrocconomtios: Theory, Prrformance. snd
Policy, Secand Edwion, 1988, p.373) :

5. Bob Dole Has Always Been Against Supply-Side........Until Now,

»  Semator Dole: "I've been through the supply-side years. I never believed in that either.” {Remarks
& ihe Naliona! Association of Business Boonemisis, Wi481)

6. President Clinton Has Proposed Responsible Tax Cuts Targeted At Education and
Child-Rearing and Fully-Paid For Within Balancing The Budget.

. +  San Francisca Chronicle: "Humay for College Tax Credit...the government could hardly make
a better investment in the nation’s future. ... And’the President deserves praise ~ not Dole’s
knee-jerk political sneering - for spelling out precisely how he would pay for the plan without
increasing the deficit ™ wan Lrnses Chnm ke a749081

o ———



EARLY REACTION TO THE BOB DOLE TAX PLAN
HAS BEEN LESS THAN FAVORABLE:

THE CONCORD COALITION ~ Warren Rudman, Paul Tsongas, and Pete Petersom:
"Beware the ‘rosy scenarios” and technical voodoo." (Cancord Costision, New York Times Advertisoment, $£496]

New Yark Times Editorial: "The Hail Mary Tax Plan.... There is still no magical supply-side
elixir. Mr. Dole is caught up in another supply side fiction, that tax cuts will not open gaping
boles in the budget.... Mr. Dole’s economic adviser, John Taylor of Stanford University, once
wrote that predicting that a tax cut would be a large stimulus to employment and output
"would be contrary to the evidence.” The evidence has not changed, but it looks like Bob Dole
has.” piew York Times, 84896]

Sung Won Sohn, Chief Economist at Norwest Bank. "But ‘My concern is that if anything
the short-term impact could be very negative.” ..[Financial Markets] would be skeptical of
Dole’s promise that spending cuts and better economic growth would offset lost tax revenue
and keep the deficit from growing...Fearing that the government would soon be borrowing
heavily to cover it deficits, traders would demand higher retumns for bond. The result;

higher interest rates and a weaker economy as home sales, business investment and other
activity slowed. And if the economy ran into such trouble, that could mean Dole’s long-term
objective of balancing the budget would never be achieved, economists wamn. One or two
years of slower-than-expected economic growth, or a recession, could push deficits up
sharply and put Dole years behind in balancing the budget”  [wsa ey, 5598

Martha Phillips of the Concord Coalition: "This will not work. It will blow a gigantic hole
in the budget and it will set us back rather than lead us forward.” jABC News, 8456)

Business Week: "Dole may offer huge tax cuts, but they could hurt long term
growth....Indeed, the bulk of economic studies suggest that a tax cut such as the one being
discussed could send the deficit soaring and cut business investment in the long run,
Ultimately, the economy’s growth rate would fall rather than rise,” [Business week, 271256}

Ron Miller, Columbia University Economist: "They’re pulling this out of a hat.... Of
course it’s possible on paper, but it’s just not credible - the money is not there. We heard it

in the late 1970s and again in the early 1980s -+ that’s where our huge debt came from.”
IMSNBC, B/4/95) :

Daniel Hammermesh, University of Texas Economist: "We're talking about a very small -
response, far too small to make much of a difference in GDP.... This is worse than voodoo
cconomics. This is doodoo cconomics.” (mesiness Week, 11296]

David Wyss, Chief Financial Economist of DRI/McGraw Hill: "You're sacrificing long
term growth for the short term.” musieess Week, #1206]

Jack W, Germond and Jules Witcover: "But the question is where would the money come
from to pay for a reduction of $600 billion over six years....The answer appears 1o be blue
smoke and mirrors.®  padonal Journat, Augest 3, 1996



BOB DOLE’S PLAN RELIES ON MORE SUPPLY-SIDE ASSUMPTIONS
THAN REAGAN’S SUPPLY-SIDE TAX PLAN

. REFUBLICANS ARE NOT BEING STRAIGHTFORWARD WHEN THEY SAY THAT BOB DOLE’'S
ECONOMIC PLAN USES ONLY LIMITED SUPPLY.SIDE ECONOMICS. Bob Dole’s economic plan
claims to rely on feadback estimates of 27 percent. The fact is, their feadback estimate is approximately 40
percent. Either way, Dole assumes a larger feedback than Ronald Reagan’s economic plan in 1980 that
assumed fesz shon 20 percent of his tax cut would be paid for by increased sconomic growth.

* Bob Dole’s Economic Plan Assumes That Inereased Economic Growth Would Pay For 27 Percent
Of His Plan’s Total Price Tag., Bob Dole is proposing a tax cut that he says will cost 8548 billion over
the next six years. His plan projects that increased ¢conomic growth will pay for $147 billion -~ or about
27 percent ~- of the cost of the plan,

+ Ronald Reapan’s Economic Plan Assumed That Increased Ecopomic Growth Would Pay For Less
Than 20 Percemt Of His Plan’s Total Price Tap: .

v Wall Street Journal, 8/5196: "[Tihe need for boldness has forced Mr. Dole to adopt more optimistic
assumptions about the revenue-generating fmpact of his policies than ¢ven Ronald Reagan used in
offering his own supply-side tax cuts during the 1980 campaign. Mr. Reagan's assumption then,
subsequently disdained by Mr. Dole himself throughout the 1980z, was that economic growth resulting
from zcross-the-board tax cuts would generate nearly one-fifth of the revenue needed to cover their
costs. The former Kansas senator’s plan assumes that an "income-growth effect,” both from tax
reductions and his other domestic proposals, would cover at least one-fourth the cost of the tax cuts.”

»  As Newsweek reported on September 22, 1980, the Reagan Economic Plan assumed that just
137 percent of its tax cut would pay for itselfz "By last week, Reagan and his aides were
. conceding that the 3531 billion in tax cuts they were proposing over the next five vears would
stimulate only enough grovah to produce 373 billion in new tax revenue.™ [Source: Newswrek, 3/22/80]

» A Sepate Budget Committee table from August 27, 1980 — printed in Martin Anderson’s
Revolution ~ shows that Reagae was assuming that just 17 percent of his tax cut would pay for
itself. The table shows that the Reagan Economic plan proposed tax cuts of $531 billion aver five
years and sssumed increased economiv growth would pay for just $92 billion of the tax cut « or 17
percent. {Seures; bartin Anderson, Revolution, p. 1353

* The Feedback Estimate in Boh Dole's Ecanomic Plan Is About 40 Percont For Two Reasons. The
first reason s that in addition to the $147 hillion, Dole’s plan assumes that revenue changes are about $23
billion higher than currently projected.  That means that in sum, Dole’s supply-side assumption s
approximately $170 billion. The second reason s that the tax cuts that Republicans claim are "growth”
tax cuts cost between $420 billion to $450 billion. {For example, the GOP don’t claim that the child tax
credit increases economic growth,) Therefore, Dole’s plan assumes a feedback of about 3170 billion ~ or
approximately 40 percent. :

EVEN THE CHIEF ARCHITECT OF DOLE’S ECONOMIC PLAN HAS STATED THAT TAX
CUTS WILL NOT BE A LARGE STIMULUS TO THE ECONOMY

* John Tayvlor, Chief Architect of Dole’s Economic Plan snd Professor of Economics At
Stanford Usiversity (with Robert Hall): "[Olne might expect that a cut in income taxes would
stimulate work by improving incentives, A prime selling point of the supply-side policies put into

. piace in 1981 was precisely this incentive argument. But a cut in income taxes also makes people
better «ff, which depressed labor supply. The net effect of a simple fax cut could therefore be quite
small.... 4 prediction of farge stimulus to emplovment and cutput from tax cuts would be conirary
1o the evidenoe® 1Source: Mactoreonumizs: Theory, Serformance, and Policy. 1988, o 373 ‘




“‘WHAT REPUBLICANS USED TO SAY ABOUT SUPPLY-SIDE TAX CUTS,
GIMMICKS, AND ROSY SCENARIOS BEFORE THEY GOT DESPERATE:

. CONSERVATIVE REPUBLICANS REJECTED SUPPLY-SIDE

. Rep. Bill Archer, 6/3/96: "We Republicans are committed to a balanced budget
by 2002. It is difficult to see how we could enact a massive tax cut that's being
talked about for the Dole campaign....We're not going back to dynamic scoring.
We Republicans are committed to budget analysis by the Congressional Budget
Office.”  {Saramento Bee, June 3, 1996 '

. Rep. John Kasich, 10/19/95: "We didn't use dynamic scoring, we didn’t use
smoke and MImors.” [National Press Club Debate with Atice Rivhin, October 10, 1996]

. Sen. Pete Domenici, 11/16/94: "...we never tried the dynamic syster, but we
understand there are very major flaws in it." PMacNeilicher NowsHow, 1171694

* . Sen, Spencer Abraham, 12/21/95: "Too ofien in the past, we relied on rosy
economic projections to make it appear as if we were taking action, whether it was
in deficit reduction or in any other area of Federal Government activity, only to
see those rosy scenartos unrealized. For that reason, if is in our interest to have a

budget office that scores our legislation on a conservative basis.” [Coogressional Record,
Dccember 21, 1995, . S19030)

e ]
. LAST YEAR, REPUBLICANS SHUT DOWN THE GOVERNMENT
OVER THEIR INSISTENCE OF USING CONSERVATIVE ECONOMICS:

» Rep. Newt Gingrich, 11720/95: "What will not happen under any circumstance is a
political deal where we make up a phony number for Washington political purposes to
buy off the pressure so we can ¢laim victory.” 1St tous Post-Dispaich, November 20, 1995]

’ Rep. Newt Gingrich, 11/15/95: "We're not open in any way to fudging the figures or
getting to a phony number.” {wessingion Post, 11/1595]

. Rep. John Kasich, 6/18/95: "[Wle're not going to use rosy scenarios. We're not

going 1o cook the books, and we're not going to get there on a hope and a prayer.”
(NOC Moet the Prgg, Juns 18, 1985

. Rep, Dick Armey, 11723/95: “We have no need for stooke and mirrors, we have no
use for econo-magicians, and we don’t date Rosy Scenario.” {Dalles Moming ews, Novernoer
23, 1995 :

’ Sen. Pete Domenici, 11714795 "[AJll we ask is that the president commit 0 a

seven-year balanced budget using real economics.” [Kasich & Domenici press sonfersace, Federal
Mews Service, Novewsber 14, 18583

» Rep. Bill Archer, 11/15/98: "We are muking the toughest choices, based on the
toughest forecast, That's what the American people want, They don't want a rosy
scenario and then wake up seven years from now and we don’t have a balanced

. budget.” {78 Sunday Casene Mad, Novemixr 19, 1993)
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: W&’I‘ CONSERVATIVE ECONOMISTS SAY ABOUT SUPPLY-SIDE TAX CUTS,
GIMMICKS, AND OVERLY OPTIMISTIC GROWTH ASSUMPTIONS

.~ Robert E. Hall and John B, Taylor, Senior Adviser to Bob Dole: "[Olne might expect that a
cut in income taxes would stimulate work by improving incentives. A prime selling. point of
the supply-side policies put into place in 1981 was precisely this incentive argument. But a cut
in income taxes alse makes people better off, which depressed labor supply. The net effect of
a simple tax cut could therefore be quite small. . . A prediction of large stimulus to
employment and output from tax cuts would be contrary fo the evidence.” (Macroecanomics: Theary,
Pedformancs, snd Policy, Seecud Bdiion, 198, p.373)

¢ Paul Volcker, former Federal Reserve Chairman, 1/10/95: “If Congress switches (o

dynamic scoring, I won’t believe any of the numbers anymore” [Orml testimony before a joint
hearing of the House and Senste Budget Committaes, Jaswary 18, 1993, p. 126]

. Paul Volcker, 1/10/98: "There can be no doubt, however, of the skepfical judgment that the
market as a whole will make about dynamic revenue estimetes resting on weak and highly
controversial assumptions about the effects of tax redugtion on productivity growth or the level
of economic activity a few years ahead.” [Testimony before the House and Senate Budget Committees,
fanuary 10, 1993, p. 78]

. Alan Greenspan, Federal Reserve Chairman, 1710/95: "Sheuld financial markets lose
confidence in the integrity of our budget scoring procedurss, the rise in inflation premiums and
interest rates could more than offset any statistical difference between so-called static and more
dynamic scoring.” [Testimony befors hearing of the House and Senate Budget Committess, January 10, 1995]

. Business Week Editorial, 12/12/94: “It [dynamic scoring] may be the most dangerous thing to
hit Washington since politicians discovered how to print money.” [Business Wesk, December 12,
1994, p. 126] :
. Rebert Reischauer, Former Director of the Congressional Budget Office, 1/15/95: "It
[dynamic scoring] could be used as a ticket to lic and cheat and exaggerate” (Caiuge Tribune, 115,
05}
. Martin Feldstein Professor of Economics at Harvard University and former Chair of the

Council of Economic Advisors under Renald Reagan: “The experience since 1981 has not
been kind to the claims of the new supply-side extremists that an across-the-board reduction in
tax rates would spur unprecedented growth, reduce inflation painlessly, increase tax revenue,
and stimulate a spectacular rise in personal saving. Each of those predictions has proven to be

Wrong.” (Amerizan Economic Beview, May (588, p. 19

. Herbert Stein, American Enterprise Institute and former Chair of the Council of
Economic Advisers under Richard Nixon: "We had one Ronatd Reagan; I'm not sure the
country can afford another one. . . [Supply-side economics] is just a fringe movement. All the
evidence 1§ against them, . . . [{ appeals partly because people want to believe it and partly
because they don't care if it isn’t tue. They don’t care about deficits” (he Washission Post Mach 12,

1596)
. William A. Niskanen, Chairman of the Cato Instituie and former member of the Council of
Economic Advisers under Ronald Reagan: "Supply-siders ...should consider why the reduction

. © intax rates has not {vet) increased economic growth.... What is left of supply-side cconomics?

..the experience since the tax law of 1981. refuted the irresponsible conjectures of some supply-
side’ polemicists that a general reduction in tax rates would substantially increase economic growth
and might increase tax revenues. (Respanomics: An Insider’s Account of the Poligies xnd the Peosle, 1982, 5318, 326}




bV&{I_-IAT BOB DOLE USED TO SAY ABOUT SUPPLY-SIDE GIMMICKS:

b« Senator Dole:s “1 never really understood all that supply-side business.” Washingion Pogt, 54552

- Senator Dole: "Pve been through the supply-side years. I never belicved in that either.” Remars
o the National Association of Business Bconomists, 313/61]

»  Senator Dole: "What I could never understand is why, if you just cut taxes, you'd have this
big, big revenve increase. You know, more jobs, more opportunity. And you didn't bave to make
hard choices about spending. That was the philosophy back in the Eighties, particularly with
Newt and the House Republicans. Don’t make any painful decisions. Just cut taxes. In the
Eighties, we said, "Everything’s going to be fine” Well...It wasn’t." Gentlemen's Ouodedy, &/95]

BOB DOQLE ON CNN’s LARRY KING LIVE, 11/4/92

Caller: fH]ave you changed your views on supply-side economics?

Sen. Dole: I never was in that camp, if you go back and look at the record.
used to icll the story that somebody told me — a gcsoé-news-%md-
news joke. The pood news is that a busload of supply-siders went
over the cliff. The bad news was that there were three empty
seats. So, you know...

. King: [laughs]  You were never a supply-sider.

Sen. Dole: ['m a traditional Re;:}abilm who believes that you ought to
restrain spending if you're going to cut taxes. T don’t think you
can just cut taxes alone and get gain without pain...

King: " And you have long argued....

Sen. Diole: . That’s been my...you know, my firmly-held belief.

W

* Senator Dole: Bupply.side economics was "something I've never understood,” and "it’s had
a fair chance fo work," and it failed. Dole concluded, "My view is that there isn’t an easy
way.” Mashinglon Post 11/0/47]

* _ Semator Dole: "1 waited 10 years now for growth to get us out of the deficit.” Reuers, 10/16/90)
+ Senator Dele: "I don’t have any quarrel with supply-siders; | just haven’t seen it work yet.

there aren’t any painless ways to (reduce the debt). You've got to do it the hard way."
[Colimbus Eispatch, 4H89Y

» Sen. Bob Dole, 15/1/93: "We have to talk 2% honestly as we can 1o the American people -~

. no rosy scenarios, no smoke and mirrors, no juggling the books.” e soines Regiser, Gober 1, 1993]




PRESIDENT CLINTON HAS RESPGN$IBLE, TARGETED TAX CUTS FOR
» ERUCATION AND CHILD-REARING — PAID FOR IN HIS BALANCED BUDGET

San Francisco Chronicles "Hurray for College Tax Credit...the government could hardly
. make a better investment in the nation’s future. ...And the President deserves praise -~ not

" | Dole’s knee-jerk political sneeting — for spelling out precisely how he would pay for the plan
without increasing the deficit.” (e Francisco Chronicte, 6586] '

TARGETED TAX CUTS FOR EDUCATION, SAVINGS, AND CHILD-REARING -~ WHILE
BALANCING THE BUDGET. These responsible tax reforms encourage investment in education and not
just physical capital, & they are fully paid for with spending cuts and closing corporate tax loopholes in a
budget certified by CBO to reach balance by 2002. CBO: "The President's budget proposes policies that
CRO estimates would balance the budget by 2002." (Testimony of CBO Direstor June O'Neill, Apel 17, 1996]

. $1,500 HOPE Scholarship Tax Cut For College Tuition. $1,500 refundable tax crédit for tuition in
the first year of college and for the second year if the student earns at least a B average in the first
year, This $1,500 tax credit wili make the average-priced community college free and provide a

«~ downpayment for more expensive schools for families with incomes up to $100,600.

. $10,000 Tuition ’fax Deduction for Education and Training at Any Age. Families with incomes up
to $100,000 could deduct up te $10,000 in wition, providing a tax cut of up to $2,800 per family. This
deduction could be taken for education and training at any time in order to encourage life-long lcaming.

*+ 35080 Child Tax Credit for Children Under 13. Phased in $500 per child tax credit for families
with incomes up to $75,000, providing tax relief to 19 million families with 37 million children.

-+ - Expanded IRAs for Education, Refirement, First-time Homeownership. Double the income

. limits for IRAs to make 20 million more families eligible for tax-deductible IRA contributions, and
aliow penalty-free IRA withdrawals for education, first home purchases, and major medical expenses
as well as retirement.
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Family Earoing $40,800 With Twe Children: Taxes Cut 51,000 {3500 per child tax eredit)

Ages 7 and 8
Family Earning £40,000 With Two Children: Taxes Cut $2,000 (3500 child tax credit and 31,500

Ages 6 and 19 (1st year collepe student} HOPE Scholarship)
Family Earning $40,600 With Two Children: Taxes Cut $1,250 ($300 child tax credit and Tuition

Ages § and 21 (college senior - S5680 tuition] Tax Dedaction)

Millious Of Families Have Already Saved Between $1,000 - $2,600 A Year
In Lower Mortgage Hates, Due In Large Part Te President Clinton’s Deficit Reduction Plan

Monzy Mapazine: "Following the President's early drive to lower the deficit, the Federal Reserve Board out
short-term rates while bond traders drove down long-tern rates....In all, the rate roliback allowed some 10
million homeowners to save as much as 325 billion by refinancing their foans, according to David Lereah, the
chicf economist at the Mortgage Bankers Association.” {aamey, August 1996

e York Times: “The Jow interest rates not only generated a boom in business investment but put more
money in the pockats of ordinary Americans, In 1993 alone, six million homeowners, most of them selidly
middie class, refinanced their morigages beaause of the lower rates....On a standard 38.year fixed-rate
wortpage of $100.000, for example, the monthly saving was $139 a moath, or $1,668 a year. (M1 2396
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. and find yourself constantly raising taxes.” [vac Mol News. 17283}

. CAN BOB DOLE REALLY CLAIM TO BE:
"ONE OF THE COUNTRY’S GREATEST TAX CUTTERS" 777

COUNTRY’S GREATEST TAX CUTTERS”. BUT MEMBERS OF HIS OWN PARTY
SAY THAT THIS ISN'T TRUE AND DOLE’S 35-YEAR RECORD AS A TAX HIKER
SHOWS HIM TO BE ANYTHING BUT A BIG TAX CUTTER:

.\‘ THE NEW DOLE FOR PRESIDENT WEB PAGE SAYS "BOB DOLE 1S ONE OF THE

«  Jack Kemp, 2/11/88: "Bob Dole never met g tax he didn’t hike." (5 Peaesburg Times, 2/11788]

»  Newt Gingrich, 11/19/84: Bob Dole is "the tax collector for the welfare state.” (#ashingion Pox,
11/1%/84}

«  Steve Forbes, 11/17/95: "The majority leader, for example, the Majority Leader has voted
for 16 tax increases in the last 14 years -- almost a trillion dollars worth, $15,000... $15,000
per family and that is the problem.” caw 111m3)

»  Steve Forbes, 2/29/96: “. Senator Dole has voted for 16 tax increases fotaling almost one
trillion dollars.... Raising taxes on Social Security -- some loophole closing, Raising taxes
on incomes of working Americans - some Joophole closings,.. You voted for tax increases
across the board... When no one’s looking, you vote for tax increases." [Cnw, 22956}

«  Lamar Alexander, 2/29/96: "Senator Dole... while T was keeping taxes low, you raised
taxes. Why don’t you say that, if you want to talk about records?" [cwN, 22909)

«  Bob Dele, 1225/83: "It’s not much fun to finally become chairman of the Finance Committee

BOBR DOLE CAN'T RUN AWAY FROM A 35 YEAR RECORD OF RAISING TAXES

. Dele authored the largest fax increase in history in 1982, According to the New York
Times (11/3/95): "It is not true that the $240 million tax increase approved by Congress
in 1993 at Mr. Clinton’s behest is the largest tax increase in American history. When
adjusted for inflation -- the only way o make camparisans of dollar amounis from
different years -- a tax increase engineered by Mr. Dole in 1982, when he was the
Chairman of the Senate Finance Committee, was larger.”

. Dele voted to iriple the gas tax in the 1980s, raising it by over 10 cents. Dole was
such a strong supporier of raising the gas tax that on December 23, 1982, he wrote his
colleagues in the Senate and said that "While an increase of 125 percent in the fuels tax
may appear to be onerous, it should be noted that this will only amount to a 4-percent
increase in gasoline prices..."

» Dole has voted to raise social sccurity payroll taxes for three decades. Dole’s votes
led 10 increases in social security payroll taxes in ning difierent years: 1969, 1971, 1973,
1978, 1984, 1986, 1988, and 1590. And Bob Dole has alse voted numerous times to
increase the Social Security wage base.

. Dole alse veted 1o increase taxes and fees on Medicare, He voted for a 10-percent

surtax on corporate and personsl incomes. And in the midst of the worst reccssion
. since the Great Depression, he voted to refroactively raise income taxes on families
receiving unemployment benefits,




1.

The Republican Budget — Supported By Bob Dole - [ncluded A Child Tax
Credit That Cost 3112 Billion Over Six Years. Who Is Dole Going To Deny
The Tax Credit To Sinee The One He Proposed Costs Only $75 Billion?

THESACTS

L)

that costs $75 billion over six yegars. The Dole plan says that "A 3500 credit for every child 18 years

of age and younger will be provided 1o low- and middle-income families... ” {Source: Bob Dole for President,
Fect Sheet: Rescoring the Amerscan Dreem, August 5, 1996]

However, the 3500 child tax credit for every child 18 years of age and vounger in the Republican

budget costs $122 billion over six years, {Sowse: Joint Tax Comminge, 11/1695. analysis of Resoncilistion Bl (R 2491
Comminre Report on the FY97 Budget Keselution, 694)

FOLLOW-UP QUESTION: The Dole Campaign Says That This [s Because of An
Interaction Effect With The 15% Tax Cut. How Can The Interaction Explain The

$47 8illion Drop In Cost When The Largest The I[nteraction Effect Could Be Is
15% -- Or $18 Billion?

The Dole campaign claims that the interaction between the child tax credit and 15% tax cut explains

the drop in the cost of the credit. But this gan.not be the only explanation: the most this ¢an reduce

the cost of the credit 13 13 percent -~ or $18 billion -- which is far less than the $47 billion Bob Dole
ASsernts.

For example, suppose a family of Tour had a tax bill of $1,008. With only the child s credit they
would get 3 tax break of $1,000. Since the credit is "nenrefundable”, with both tax cws. the family
would get the 3 percent ax cut -~ $150 «« and then the child tax credit of 3850, In this ~ the most
extreme possible case -~ the interaction reduces the cost of the credit by 13 percent.

Why Does His 15-Percent Across-The-Board Tax Cat Cost Only $406 Billion

Over Six Years? Even The Most Conservative Estimates Of His Proposal
Would Put The Cost At At Least $450 Billion.

LHEXACTS,

L]

Rep. Bill Archer, Chairman of the Ways and Means Committee. "puts the cost of a 15% cut at $90
buiilon 4 vear™ (Source: i54 Todav, 6396

Bob Dole's Fact Sheet, Restoring the American Dream, savs that this 13 pereent tax cut wall be phas:
in over three vears in three equal sieps. Taking the most conservative approach. this proposal would
should seem 10 cost ot least $450 biltion. 1f we 1ake Rep. Archer’s esumate of 590 billion per sear,
then, Dole's across-the-board lax cut should cost $30 billion in 1997 1t should cost 360 biltien
1998 and it should cost $90 billion per vear from 1999-2002. (f. iastead. we wok account of the fa

that the economy grows over time, the revenue Joss should be at feast $500 billion. (Souree: s vale 1ot
President. Fazi Bhest. Reslormg e Amersvan Drecm, Auzust 5, 1996]



Does Bob Dole Reatly Expect Us to Believe He Can Cut Another S156-$180
Biltion on Top of the $298 Billion in Discretionary Cuts Already in the
Republican Budget? Will Bob Dole Reaily Cut Non-Defense Discretionary
Spending By 40 Percent In Reai Terms? Would Cutting The Number of FBI
Agents or Air Safety Inspectors Be "On The Table"?

JHE XacTs:

The current Republican budget already contains 3298 billion in discretionary cuts, meagured from
CBO's Apri! Capped Bastline.  Dole now propeses another $150-%3180 billion in non-defense

discretionary cufs in addition 1o those in the budget. (Sources: FYD7 Budget Resoition Confereace Agreement and
CBU's Economec and Budget Cirlook, May 9%, 3150.8180 bilfion w $317 billion in nuts « 334 billion specirum - up 10 330 Billiea in
entitlemmnt savings from 1% across-tha-Dosrd cut.j

The $150-3180 billion in cuts Dole proposes — coupi;:ai with the current 3298 billion in cuts— require
about a 40 percent real cut in non-defense discretionary spending in 2002 compared 50 1995 Jevels,

For comparison, Republicans sre already having difficulty making the 4 percent real cut in this vear's
budget.

o

Senator Pete Domenici said of the discrettonary cuts Republicans curremily propose for
this year: “We are shortchanging investments., This can’t continue. We've got 1o find
SOINE WaY {0 INCrecse sppropriations.” {Sousce Wasngron Poxi July 12, 1996)

When politicians call for huge cuts in discretionary spending, they often claim they tan achieve them
without cutting things peopie care about. But discretionary spending includés environmental
protection, federal prisons, NIH, NASA, and agriculture, and excluding any of these items from cuts
only increases the depth of the cuts in the remaining areas.

Even if Dole could make these cuts without cutting these items, it would still Jeave another $298
tillien tn cuts in the budget resolution to be made in the remaining iterns, such as Head Start, Peil

Grants, the FAA, FBL, border patroly, food safety, veterans medical care, and Social Secarity
administration.

How Can Dole Take Both CBO's $254 Billion Bonus From Using Conservative

Estimates to Balance The Budget and His $147-3172 Billion Supply-Side Bonus
From Using Optimistic Estimates?

JHE FACTS:

The current Republican budget already assumes 4 32354 billion “fiscal dividend” {rom balanscing the
budget using CBO's conservative ceonomic assumptions, which CBO projects wiil lower mierest rates

and increase rea GDP, reducing inferest costs and INCreasing revenues. jSowe: VIO, bcumsms way Bmfvct
Cutipot. May 1984 p, 33

Dole then ke this dividend from using conservative assumptions at the same Time that he is takine -
S147-3172 billion bonus from using optimistic assumptions sbout the increased cconomic
1as revenues his tax cutg would produce. [Sowee: €8O, Eramamic gnd Budge Quefont, May |



What Happened To Bob Doie's $102 Billion Charity Tax Credit That He
Proposed On May 23, 19967 )

IHE XA

+  On May 23, 1996, Bob Dole said; “To this end, | will propose a charity tax credit, which over time
would ailow taxpayers to earmark a portion of their annual taxes to private and religious charities -
faith-based or not ~ that spend over 75 percent of their money on poverty relief. This eredit will be

up to 3500 tor individuals and up 1o §1.800 for couples.”  [Soume: Prepared Remarks by Bob Dole at the Cathobic
Press Associztion Anpurel Convontion, Phitadeishis, Peamsybvanin, Moy I3, 195%]

» The St Louis Posi-Dispateh veported that “Doie spokesman Nelson Warfield said Dole would not

introduce the legisiation as a senator, but it would be part of an economic package he would submit 5
elected president,” (Sowwe: St Louis Post-Diepatch, 52496]

- This proposat is ¥@T in Dole's Economie Plan announced August 5, 1996, [Source: Bob Daie for President.
Fact Shect: Resworing the Amercar Dream, August 5, 1996}

. Dole campaign officials said that this proposal weuié cost $17 billion a vear -~ or 3107 bithion aver

$IX years; private analysts put the revenue number far hifgher. [Soutce: Daitas Mornmg News, 31419 s wne
Aresy, LUHE, Washingon Port, 3728196}

Considering The Importance of This Issue, Why Would Bob Dole Make A
Proposal That Would Shorten The Life of The Medicare Trust Fund by Four
Months and Not Mention This Fact At All?

JHEFACTS:

President Clinton's 1993 Social Security provision helped push baek the date of insalvency of the
Medicare Trust Fund because all of the revenue raiged went into the trust fund. {Secer; Gomnlbus Budga:
Rewontilimion Act ol 1993, HE J364)

But, Dole's proposal to repeal the 1993 provision wonld cause the Medicare Trust Fond to lose 327

billion over the next six years, shortening the life of the Trust Fund by four months. 1Somce: beaits Care
Firmacing Administration, 6777861

Doie's Economic Plan does NOT mention this fact ai all.  [Souree: tiod Dole for Presiden, Fact Shont: Ruesioeng ive
Amerrean Oregm, fugust 3, 1996]



How Is Bob Dole Going To Pay For His "'Star Wars" Proposal? His Economic
Plan Does Not Provide Funds For His Missile Defense Proposal.

Jue Facrs

. On June 18, 1996, Bob Dole said that: "In my Administration... we will butld a defense for Califomia
and America against migsiies.” {Source: Tramseript of Bob Doie’s Remarks o Locikhecd Manin, 8/18%6)

. On June 25, 1996, Bob Dole siated that: "When 1 am Prasident, we will depioy an effective national

missile defense. We can afford it. We can do it. We should begin now.” [Sousce: Bob Dole's Wes Page;
herpJfaww doie986 comvnewsispeechestepjunz 506 haml |

» This proposal is YO included in Doie's Economic Plan announced August 3, 1996, {Source: Bob Date or
President, Fast Shees: Bratorog the American Dream, Auvgast 5. 1996}

» The Congressional Budget Office initiaily estimated that this would cost from $31 billion to 360
billion to bulld & ground-and-space-based missile defense system by 2010, {Soure: Associred Press. 377H96)

In early June, CBO then said that a limited, ground-based national missile defense system couid be

built for between 34 billion and 314 hillion by 2003, {Source: Christsan Science Momisr, 2916 Arsociated Press.
474796

e According 1o Defense Daily, Dole's missile defense plan would cost $14 billion over the next six
YGUrs. [Soutcs: Defense Dady, 531496}

What Happened To Bob Dole's §12 Billion Estate Tax Cut?
THE FacTsi

. On July 24, 1996, Bob Dole praposed an estate-tax exemption in East Prussia. Penngylvania: "[Wle're
going 1o give an estate tax relief to small businesses and women and ranchers and farmers and its
about time vou got o break, (Sovree: Trwnsenpe of Bob Dole's Remarks in Sasz Prssia, BA, 1/24596}

. As of this mement, Bob Dole's Web page still states that “As President. Bob Dole will.. cut the

gstate tax to ease the tax burden on family businesses.” [Soucer  Bob Dote’s Web Page:
www.dnleSh. comfagendalissucstaxtud stand humid

- This proposal 1s FQT in Dole's Economie Plan announced August $. 1596, {s;mm Bot Dole f52 Presicent,
Fact Sheet; Ramroring the Amerscan Dream, Aupust §, 19941

» The Dele-Gmgrich 1995 budget included an estate tax provision that cost 311 9 billion over the sext
. €ix years., {Source: Joim Tax Conmmines, 11/1493]
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10.

What Happened To Bob Dole's $7 Billion "Marriage Penaity” Relief and $1
Billion Home Office Deduction??

JBEFACKs:

As of this moment, Bob Dole’s Web page states that "As President, Bob Dole will... eliminate the
‘marriage penaity™ and "As President, Bob Dole will... restore a meaningful home office deduction
the tax code.” (Sourse; Hob Dolc's Web Page: woew dolod6. convagendaissuesasxcursstand bl and Bob Dole’s Web Page:
wiyw ofedS convagendefissuesdusinesssiand himtl

As Bob Dole said on July 24, 1996 at McKees Rocks, Pennsylvania; “T will restore a meaningfui
home office deduction in the tax code. More and more of America's small businesses--gspecially the
owned by women-are home-based. The home office tax deduction was severely lmited in 1993 by
Supreme Coust ruling that must be overturned by new legiglation.” (Source: Bob Dole's Web Page:
bevepdarerw diie 36 com/newaspeeches/spjul 2496 himi)

Thess proposais are NOT in Dole's Economic Plan announced August §, 1996, [Source: Bob Dote for
Prasiient, Fact Sheet: Resioring the Amevican Dream, August 5, 1996}

The Doic»ﬁingrich 1995 budget included marriage penalty relief that cost $6.9 billion over the next

six vears and a home office deduction that cost 1.1 billion aver the next six years. (Seurw. fois Tax
Commiter, §4716/95)

What Happened To Bob Dele's $3 Billion 100% Health Care Deduction For
The Self Employed?

JHE BACTS:

#*

As of this moment, Bob Dole's Web page states that “As President, Bob Dole will... [increase] the

deduction for bealth insurance for the self~employed from 30 percent to 100 percem (Soures: Bob Doic's
Web Page: www.doiss com/agendafumues/butiness/siand bunl §

As Gannert News Service reported on July 24, {996: "Dole would... give the seif-empioyed a 100
percent 1ax deduction for tealth insurance.” (Source: Gamnetr News Service, /24196

This proposal is NQT in Dole’s Economic Plan announced August 5. 1996, (Source: Boks Dole for Presisen.

Fagt Sheer Rewrormp the Amerncan Dream, Asgust 3, 1995.)

As a conservative rule of thumb, every 10 percent increase in the deductibility of heaith care costs for
the self employed causes a revenue foss of about $200 million. If Bob Dole phases the deduction in
2o that it reaches 100 percent by FY2002, it is estimared that it would cost $3 hillion over the next six
Yeuss. [Scurce: Bastd on revenee estimales from the Join Tax Cameniticr, 9018/95)


http:t!!JI.ln
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_ »PRESIDENT CLINTON HAS RESPONSIBLE, TARGETED TAX CUTS FOR
EDUCATION AND CHILD-REARING - PAID FOR IN HIS BALANCED BUDGET

San Francisee Chronicle: "Hurray for College Tax Credit...the government could hardly
. make a better investment in the nation’s future. ...And the President deserves praise - not

Daole’s knee-jerk political sneering - for spelling out precisely how he would pay for the plan
without increasing the deficit.™  [San Frensisco Chronicle, 6/4/06)

B

TARGETED TAX CUTS FOR EDUCATION, SAVINGS, AND CHILD-REARING -~ WHILE
BALANCING THE BUDGET. These responsible tax reforms encourage investment in education and not
just physical capital, & they are fully paid for with spending cuts and closing corporate tax loopholes in a
budget certified by CBO to reach balance by 2002, CBQ: "The President’s budget proposes policies that
CBO estimates would balance rthe budget by 2002 irestimeny of CBO Direeton Jome O'Neill, Apeil 17, 1996)

s $1,560 HOPE Scholarship Tax Cut For College Tuition. $1,500 refundable tax credit for wition
the first year of college and for the second year if the studemt earns at least a B average in the first
year. This $1,500 tax credit will make the average-priced corumuunity college free and provide a
downpayment for more expensive schools for families with incomes up to $100,000,

* 510,000 Tuition Tax Deduction for Education and Traiming at Any Age. Families with incomes up
to $100,000 couid deduct up to $10,000 in tuition, providing a tax cut of up to $2,800 per family. This
deduction could be taken for cducation and training at any time in order to encourage life-long leaming.

« 5500 Child Tax Credit for Children Under 13. Phased in 3500 per child tax credit for families
with incomes up to $75,000, providing tax relief to 19 million familics with 37 million children,

Expanded IRAs for Education, Refirement, First-time Homeownership, Double the income
. limits for IRAs to make 20 million more families eligible for tax-deductible IRA contributions, and

allow penalty-free IRA withdrawals for education, first home purchases, and mjor medical expenses
as well as retirement.

iy Ty 53.-/@‘;65:;33588&?6??&8‘25@5?:_ o el
Family Earning $40,000 With Two Children: Taxes Cut $1,000 {$5% per child tax ::mdzz)
Ages 2 and 8 )
Family Earning $40,000 With Two Children: Taxes Cut $2,008 (3500 child tax credit and $1,300
Ages 6 and 19 (1st year college studeut) HOPE Sehaiaz‘s%zzp}
Family Earning $40,000 With Two Children: Taxes Cut $1,250 ($500 child fax credit and Tuition
Ages 6 and 21 (college senior - $5000 tuition} : Tax Deduction}

Millions Of Families Have Already Saved Between 51,000 - $2,000 A Year
In Lower Mortgage Rates, Due In Large Part To President Clinton’s Deficit Reduction Plan

Money Muagazine: "Following the President’s early drive to lower the deficit, the Federal Reserve Board cut
short-term rates while bond traders drove down long-term rates...In all, the rate roliback ailowed some 10
million homeowners to save as much as $25 billion by refinancing their loans, according to David Lercah, the
. chief economist at the Mongage Bankers Associstion.” |Mosey, August 1996]

New York Times: "The low interest rates not only generated a boom in business investment but put mor
money in the pockets of ordinary Americans, In 1993 alone, six million homeownsrs, most of them sol’
smiddle class, refinanced their morigages because of the lower rates....On a standard 30-year fixed-rate
mortgage of $100,000, for example, the monthly saving wag $139 a month, or $1,668 a year, i»¥r




IMPACT OF CLINTON TAX CUTS FOR EDUCATION AND
CHILD-REARING ON TYPICAL FAMILIES

Family Earning:$40,000 leth 2.Young Children:: Taxes: Cut. $1 000
. [Farmly of four.with one 3-year old and one §-year old]

Federal Income Tax Under Current Law $3,390
Clinton $500 Tax Credit for Each Child -$1,000
Total Income Tax ‘ .. $2,390
Total Clinton Tax Cuts -$1,000

NOTE: Under the President’s expanded IRA proposal, this family could also make tax-deductible IRA contributions
and could withdraw savings penalty-free for education, to purchase a first home, or to pay for a major
medical expense. Parents could also deduct up to $10,000 for education and training tuition for themselves.
Assumes itemized deduction equal to 18% of income. ' '

- Famﬂy Earning $40,000 With 1} Young.Child and'1 College Freshman: Taxes Cut $2,000

1:.'.-“ ) - [Family of four with.one:3-year-old and-one 19-year.old college freshman]
- Federal Income Tax Under Current Law $3,390
' Clinton $500 Child Tax Credit -$500
. Clinton $1,500 HOPE Scholarship -$1,500
Total Income Tax $1.,390
Total Clinton Tax Cuts -$2,000

NOTE: Under the President's expanded IRA proposal, this family could also make tax-deductible IRA contributions
and could withdraw savings penalty-free for education, to purchase a first heme, or to pay for a major
medical expense. Parents could also deduct up to $10,000 for education and training tuition for 1hcmscives
Assumes itemized deduction equal to 18% of income,

Famlly Earmng $40, OOOaWRh I«You.ng Chxld and*1" College Senior: Taxes Cut $1,250
[Famﬂy of four with one 3-yéar old"and one 21- -year old college senior with $5,000 tuition}

Federal Income Tax Under Current Law $3,390
Clinton $500 Child Tax Credit -$500
Clinton Tuition Tax Deduction $£750
Total Income Tax $2,140
Total Clinton Tax Cuts -$1,250

NOTE: Under the President’s expanded [RA proposal, this family could also make tax-deductible IRA contributions
and could withdraw savings penalty-free for education, to purchase a {irst home, or to pay for a major
medical expense. Parents could also deduct up to $10.000 for education and training tuition for themselves.

. Assumes iternized deduction equal to 18% of income.




Family Earning 548,630 With 1 Young Child and 1 College Senior: Taxes Cut 51,950

. [Family of 4 with ] child in her 1st year of college and 1 college senior with $3.000 wition|
Federal Income Tax Under Current Law $4.452
Clinton $1,500 college tax credit -$1.500
Clinton $10,000 tuition tax deduction (33, 000 ition)  -$450
Total Income Tax $2,502
Total Clinton Tax Cuts -$1.950

NOTE: This family also would be eligible to save tax-free under the Prasident’s sxpanded IRA proposal and to
withdraw savings penalty-free for education, to purchase a frst home, or (o pay for a major medical

expense,  Hemized deduction assumed o be 18% of Income,

et s Wk IS ey s Lyhae e UYL

3;5 f }:‘mﬁyz Farning $35,000 With 1 Young: Cinié and. 1'College;Freshman: Taxes Cut $2,000

gat Tt {Fa{:}zﬁy of four withione’ 3-yéarsoldiand one’ 19-year:old:college: fres%maa]

Federal Income Tax Under Current Law £2,715
Clinton $500 Child Tax Credit ~$500
Clinton §1,500 HOPE Scholarship -$1,500
Total Income Tax $715
Total Clinten Tax Cuts 52,000
. NOTE: Under the President’s expanded [RA proposal, this family could also make tax-deductible IRA contributions

angd could withdraw savings penalty-free for education, to purchase a first home, or o pay for a major
medical expense,  Parents could also deduct up to $10,000 for education and training twition for themselves,
Assumes standard deduoction,

Family-Earning $35,000 With ! Young Child and:1" College Senior: Taxes Cut $1,250
[Family.of four with one 3-year old and one:21-year old.callége senior with $5,000 tuition]

ks

Federal Income Tax Under Current Law 52,715
Clinon $500 Child Tax Credit -$500
Chnton Tuition Tax Deduction $750
Total Income Tax 21,465
, Tetal Chnten Tax Cuts -£1,250

HOTE: Under the President’s expanded IRA preposal, this family could also make tax-deductibie IRA contributions
and could withdraw savings penalty-free for education, 1o purchase a figst home, or o pay for a major
medical expense,  Parents could alse deduct up to $10.000 for education and training tuition for themselves.
Assumes standard deduction.
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THE WHITE HOUSE
WASHINGTON
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MEMORANDUM FOR THE VICE PRESIDENT
FROM: GENE SPERLING
SUBJECT: " Medicare and Budget Tough Q. and A. for Mest the Press

Attached, please findd the following tough Q. and A. for your appearance on Meet the Press
thiy Sunday: ' ' '

Pages
13 Explanation of why Dole has to cut Medicare more, ol
and what CBO says the implication would be.
1. Overalt Tough Medicare questions framework. 2
I,  Means-testing framework. | X 3
V. Q. and A. on Medicare premiums. ' 4
V. Q. and A. on Secrctary Shalala’s recent comments - z 4
on Medicare Commission. ' '
Vi,  Q.and A. on $80 billion in "unspecified cuts" in our budget. - — 5
VII. Q. and A. on the size of cuts in "ndnaprioriiy areas” .
ander our budget.
VI, Q. and A. on our 1992 promise to cut spending 6
3% across-the-board in every agency.
CIX. Key facts and Q. and A. on our 1992 "Putfing People First" C 7%

investment promises.



. CBO ANALYSIS OF WHAT A
$300 BILLION MEDICARE CUT WOULD MEAN

«  Dele’s Plan Would Require Deeper Medicare Cuts, As Buginess Week and
D’Amato have said, to pay for his $550 billion risky tax scheme, common sense tells
you that Dole would have to cut Medicare much niore than he did last year to pay for
a tax cut less than half the size. 83% of cconomists smcycd by The Economist also
said that Dofe would have 1o cut Medicare and defense in order to pay for his plan,

. CBO_‘&:zaiysis of $300 Billion Medicare Cut. In August of this year, the'CBO
released an analysis of what a $300 billion Medicare cut would mean and said it
would have "draconian” effects. A $300 billion Medicare cut would be just $30
billion more than the $270 billion cut in the vetoed Republican budget. Here is what
CBO said a $300 biltion Medicare would meas:

L

The reduction in paymcnts in the traditional Medicare program would be
draconian.”

"[W}azaid lead to an actual reduction in hospxtai payments rather than a slowing
in the rate of growth...” X

"IBleneficiaries would probably find their awn costs rising substantiolly,”

"Access to particular providers and services plus the overall quality of care in
Medicare might be threatered...”

[Source: CBO, August 1996, Reducing the Deficit: Revernue and Spending Options.}

NOTE:

While CBO's $300 billion cut is over § years and last year's $270.billion cut
was over 7 years, it is completely fair to say the Dole plan would require at !east
& $300 billion cut over 6 years. It is fair becavse if Dole distributed the. ___ .
additionsl cuts needed to pay for his tax cut across entitlements in the same way
as in the current Repub!wa}z budget, he would have to cut Medicare by $305:
billion over 6 years {$168 in current plan plus an additional $137 blihon i cuts
for a total of $305 billion over 6 years),
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TOUGH MEDICARE

Headline:

We have a responsible balanced budget plan that strengthens the Medicare
Trust fund for 10 years without raising premivms and without damaging
structural changes in the Dole-Gingrich budget President Clinton vetoed -
that would have segmented Medicare, causing it to wither on the vine,. We

Record:

oppose cutting Medicare harshly in order (o pay for a risky tax scheme.

I. The Dole-Gingrich 1995 budget, would have cut hrftxiica:c by $27G
billion, 3 times the fasgest cut in history,

« s well-documented that they proposed $270 billion in Medicars cuts just
because that's what they needed in order to pay for their $245 billion tax
cut.  Helping the fund wes just s afterthought. And most of the money
from i.hr:zt Medicare cut did not go to Trust Fund.

*  Under the Dole-Gingrich budget, s coupls would be paying $268 more this
year for & dramatically weakened Medicare program,

« In the Senate version, Dole would have more than doubled the deductible
and raised it 50% in 1996 slone.

»  The American Nugsing Association, the Catholic Health Azsociation, and
&ARP, say the Republican plan would devastate Medicare, .

1. Ho ysocintion seid that 704 of the most vulnembie
hsspltais g{sz 2!3 of Zhw funds from Medicars & Medrmd would be af
risk if their plan had passed,

+  Their plan included damaging structural changes such a3 Medical Savings
Accounts,. other provisions that alfowed doctors to overcharge in the new
private plans, and hard smdmg cags tha1 wouldn’t sllow adjustments for
nexd or mugical costs.

[Optional] 2. For a short time, some Republicans cut their tax cut to $122 billion so

Dole Plan:

that they could fimit their Medicare redustions to §168 billion,

«  But that was still $50 billion mare than we proposed o extend the Trust
Fund for a decade.

+  And they still insisted on all their damaging structursl changes in the Dole
Gingrich budget that would have segmented Medicare, driving out {fie
healthiest and wealthiest beneficieries & leaving a weaker Medicare.

3. Bole’s plan calls for & $550 billion tax cut — 4 172 time more than the
current Republican budget and over twice as large as their tax cut when
they had a $270 billion Medicare cut. Common sense says that they
would iiave to out Mzdicam more (o pay far a twice as large tax cut —~

KEY POINT, If {fmir spending cuts are distributed in the same wey as
their recent budgets, Dole’s new plan would require over 5300 billion
in Medicare cuts. A recent CRO analysis says that $300 billion in
Medicare cuts would be “draconian™ and "actoal reduction in hospital
payments rather than a slowing in the wate of growth.”

Agenda:

1. Balance budget & protect Medicare trust fund for another 10 years.
We need a bi-partisan commission, but & has to really save Madicare,
not to pay for a huge, risky $550 billion tax cut.

End:

Balance the budget in a way that’s consistent with our values: protect
Medicare, and strengthen the Trust Fund for future generations « but doa't
cut more just to pay {or risky tax cuts,

Ponsible Russert
Cuestinys :

1. MediScare,

2. Isw't it true that you
are exaggerating the -
differences between
you and won't this
make 1t hander to do
the right thing after
the cloction?




MEANS-TESTING

Headdine:

We proposed falr and prudent entitlement reforms as part of onr
1993 plan that extended the Medicare Trust Fund into the 21st
century.

Record:

1. In 1993, we did ask the top 13% of Social Security recipients
1o contribute o Hittle more to help protect the Medicare Trust
Fund while 87% of Social Security regipients didn't pay 2
penny more, We also asked the top 1% to pay more
[Medicare payrolf taxes] in order to s%mngthm the Medicare
Trust Fund.

2. In our health care plan we wers willing to ask bigher-income
beneficiaries to a little more — but only in the vontext of
overall reform, and beneficiaries would have received
sdditional benefits incloding preseription drugs and long-term
care benefits in return for their incressed contribution. The

' ﬂcpubhm gggpnsai weuve mtsed memmg;g 268

3. On principle -~ we are opposed to Medicare premium increases
of any type to pay for reckiess fax cuts.

Agendar

1. First thing we should do is achieve a common ground balanced
budget plan that protects the Medicare Trust Fund for s
decade.

2. That gives us time to have a bi-partisan commission, but it has
te be to really save Medicare, a0t to pay for a huge, risky
$£550 billion tax scheme. We do aot want to allow Medicare -
to be & bank to pay for reckless tax cuts.

Dole/Kemp

I. If they had 1o pay for a 3550 billion tax schems, common

sense tells you that they will have to go beyond $270 billien in

Medicare cuts they needed just last year to pay for a $245
biltion tax cut.

2. In fact, if the Dole-Gingrich plan had passed, a couple would
be paying 3268 more this year for a dramatically weakened
Medicare programn.  Most Americans think that when you pay
more and get less, that's a cut. (Dole would have more than
doubled the deductible and raised it 50% n 1996 alone).

3, The ﬁm'crim Nursing Associglion, the Cathelic Health
Association, AARP, say the Republican plan would devastate

Medicare, The Amgrican Hospital Agsociatipn said that 700
hospitals were at risk of closing if their plan had passed.

4. Diole's crrent risky scheme would require even deeper cuts
than oalled for in the Dole-Gingrich budget. Business Week
and even thelr own campaign steering co-chair Al D’ Amato
says they would have to cut Medicare more to pay for it. And
while they say you can’t peot economists to agree on anything,
an indepondent analysis by The Economist found that §83%
agres they can’t pay their risky tax scheme without cutting

. Medicarc.

End;

Bridge 1o the 215t Centary. We have to balance the budget and
strengthen the Mediears Trust Fund 1 a way hat's conststent
with our values,

Potentinl Russert Ouestions

1. ¥You and the President have

attacked Dole for asicmg
higher income seniors to pay
more in premiums.

However, you included a
similar provision in the
heaith care bill. Isn't this
just snother atternpt ®© play
political games and frighten
the elderly?

. Politics agide, don't we have

1 start means-testing if we
are going to save
entitlements.




MEDICARE PREMIUMS

Isn't it true that the difference in the: Republican and vour Medicare premium pmpcsals Was oniy
about 84 to $7? [Meet the Presy claimed this last year.] _

The difference was always more than $4 to $7 when an "apples to apples™ comparison was

. made. (OMB vs. CBO baéciines)

But there is no 1 i iden I
beneficiaries today would be paving $11 20 Wr monwey are todgv ($5§‘20 v§
$42.50) and than mez would have been nav;_g unéer the ?res;ggg plan. That's $134 more

+  And that’s just this year. Over 7 years, Medicare beneficiaries would have had to pay
at least $1,700 more than under the President’s plan, [CBO estimates of the plans.)

That may not sound like & lot to some people, but it is a lot of mongy to the typical Medicare
beneficiary.  Three-quarters of Medicare beneficiades have incomes under $25,000.

And not & penny of their premium increase went to strengthen the Trust Fund - it went to
pay for tax cuts. [CAVEAT: Republicans ultimately dedicated all of the revenues from the
premium increase 1o the Trust Fund, but this was fustan sccounting gimmick. They can’t get
around the fact that they would not have had to cut Medicare $27¢ billion if they had not had
to pay for their excessive tax cut}

SECRETARY SHALALA'S RECENT COMMENTS ON MEDICARE COMMISSION

The Wasﬁz’ngmn Post rcpértgéf this week that Secretary Shalala proposed passing a $100 billion
Medicare cuts to extend the Trust Fund for ten years from now and then propesed a bipartisan
commission to address the Icmgar terrn Medicare financing issues. Do you suppcri her proposal?

There was no news.  She was merely restating our 2ang-siazx<img position.  We have said all along
that we should pass the common Medicare savings in our budgets, which vmzzid extend-the life of

- the Trust Fund for 10 years from now, and then establish a bipartisan process-to address the longer

term lssues that none of the current proposals would solve,

'{‘ha President has stated ¢l that we need a bi-partisan commission, but it has o be to really
save Medicare, not to pay for a huge, risky $550 billion tax scheme. We do not want to allow

Medicare 10 be a bank to pay for reckless tax cuts.




CLAIM ON $80 BILLION IN UNSPECIFIED BUDGET CUTS IN THE PRESIDENT'S BUDGET

Q:

You are out there caiiing for Bob Dole to explain how he will pay for his tax cut. But your own
budget has $80 billion in unspecified cuts -- & huge magic asterisk - because your budget only
symfws ali the cuts under OMB sssumplions not zmdcr CRO assumptions. What are you going o
cut in order to pay for your plan?

L

Our balanced budget plan provides all the detail required for the CBO to certify that it would

reach balance in 2002. We belicve our projections are gorrect. Every vear the deficit has been
lower than we projected and growth has i

And every time we have made a new proposal — such as our $1,500 college tax credit, school
construction, reading chatlenge and our plan to help move people from welfare to work « we .
have said how we would pay for it, line-by-line and dime-by-dime.

Blzt Smaior I}eie: 5 piazz contains billions of unpaid-for promises. ile N ingrich

at he ld “absolmtely” ask CBO to evaluate 1hg mle plsn, they have pot.
{When {}aschic and Gzpharéi asked CBO to evaluate it, CBO refused saying it did not anslyze
campaign proposals, but Gingrich could have introduced the Dole plan as his own and asked
CBO to gvaluate it.)

"CLAIM ON QUR BUDGET REQUIRING AS DEEP CUTS IN
DISCRETIONARY PROGRAMS AS DOLE'S PLAN

You say Dole’ s plan would require 40% real cuts in domestic discretionary programs, but isn’t it the
case that afler you get down protecting your priorities -~ such as education, the environment, and
faw enforcement -- you would have to cut the remaining areas by 30 to 40% as well.

*

No, that’s not the case. Dole’s plan contains twice as desp cuts in discretionary spcndmg as the
President’s balanced budget {CBO scored the President’s budget at $228 billion and Dole has
$468 billion - $305 billion from the GOP budget resolution and another $163 billion in the
Dole plan).

~ T mt e 4.-_‘1_4..1;
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It is true that after we protect education, environment, and law enforcement,~we-will have to
make significant cuts in some non-priority areas. But we’ve proven that we can do so through
reform and REGO.

Even afier we protect our priorities like education, the environment, and law enforcement, the
real cuts would be less than half as deep as in the Dole plan's across-the-board cuts, If Dole
wanted to protect some programs from cuts, he would have to cut the remaining programs much
deeper than 40% in 2002, For cxample, if he wanted to proteet some areas such as the FBI,
DEA, US attorneys and marshals, and the NIH and Centers for Discase Control, NASA and
FEMA, it could require a 37% in the remainine programs, such sg education and fraining, the
cnvironment, national parks INS border patrols, and FAA_air traffic controllers.




1992 PROMISE TO CUT SPENDING 3% ACROSS-THE-BOARD IN EVERY AGENCY

In 1993, you came on this show and promised to cut spmzimg 3% across-the-board in each agency.
Did you keep that promise?

+  We did better than that. We didn’t cut across-the-board, we took at careful look at each
program and cut or eliminated those that were unnecessary or low-priority and increased those
that were good investments, programs such as Head Start, WIC, technology, and training for
dislocated workers. We cut funding in real terms in 9 of the cabinet agencies, while increasing
Junding for the Justice Department and the VA

. Our 1993 Ecosnomic Plan cut spending $2§5 billion whiie investing in people, skills, a:zd
technology.

* REGO: and we've reinvented countless programs, for a total savings of $118 billion.

. Spending last year was already lower as a sham of the economy than any year under Reagan or
Bush.

«  Spending growth has been slower under this Administration than under either Reagan or Bush.

»  We've more than kept our promises: 10.5 million jobs, deficit cut 60%, cut nearly 250,000
fewer federal workers, 100,000 COPS, etc.

b33
i
|
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1992 PROMISES "AND PUTTING PEOPLE FIRST

Opening Line: In 1992, we promised 8 million jobs, cut the deficit in half, reward work,
open trade, make our communities safer with 100,000 new ceps on the street and bans on
assault weapons, while investing more in education. We have fulfilied these major
promises and often surpassed them. For example, we have cut the deficit more than in half,
created 10,5 million - not § million - new jobs, and cut the government by n&atiy .
ZS{} 000, not 100,000, An independent Knight-Ridder analysis found that we had fulfilled

o-thirds of our promises and that it would have been 79% success rate if several of my
Iegzs!zmvc proposals had not been blocked by Congress, |

Key Answey Pojnts:

+ ' Axn mdcpmdmt Knight-Ridder analysis found that we had fuifitled two-thirds of
our promises and that it would have been 79% success rate if several of my
legislative proposals bad not been blocked by Congress. :

« ' Deficit and Economy: We promised to cut the deficit in half and cut it by 60%; an
economy with § million new jobs. We have 10.5 million 30?}3

v Spending: Promised to cut 100,000 from the workforee, and we have brought it
‘down by near 250,000, the lowest since Ketmedy

*.  Trade: ‘We promised to open markets and wae opened - markm‘s in Japan and passed

two larpest trade agreements,

’, Reward Work: We raised the working family tax credit -- cutting {axes for 15
million people, raiging the minimam wage for 10 million end reforming the welfare
system as we promised. Empowerment Zones, Community fkveto;:ment Banks.

T JR—
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. Crime: 100,000 cops as promised, Brady bill aad assault weapans L -

. Education: Head Start up 29%, reformed student loans for millions; new national

service, new school-to-work programs;
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Attack 1t

Facts:

Attack 2:

Facts:

In 1922, you proposed a "Putting People First” Agenda that called far major
investments with little emphasis on the deficit. Yet, when you were elected you
really changed your emphasis. How do you explain the change?

The projéczzd deficits were higher when we took office than during the campaign
and this meant more careful targeting of some of our investments, but we have an
extremely strong record in fulfilling the promises in Putting People Frst.

An independent Knight-Ridder analysis found that we had fulfilled two-thirdy of
our promises and that it would have been 79% success rate if several of my
fegislative proposals had not been blocked by Congress,

Our promise for Putting People First, was o cut the deficit in half while investing
more in people, reward work and open trade. Consider our record:

[See above "Key Answer Points™}
Yet, isn’t it the case that on your main investing in peopic pzoposais you have been
reduced to small, incremental gaing?
vCeriainiy, the demands of deficit reduction forced us to target our new initiatives
carefully, but we have passed major legislation to give millions and millions of

people more spportunity and reward work and family,

Consider the followjng:

Family and Medical Leave 12 million utilized:
{(Wwe(’) Nutrition for Pregnant Women wenereased to over 7 million.
| and Chikdren - _

MNew National Service Larger than Peace Corp:-. Already 45,000
have participated . -,

New Student Loan Reform and Direct 10 miftion students have benefited from

Student Loans lower costs and over the next several
years millions will benefit from direct
loans pay as you can repayment pians.

EweTC Rewarding Work Tax Credit largest increase ever: cut taxes for 15

: ' million hard pressed families

?‘&w Schoo! Reform Over 8,000 schiools benefiting

New School-te-Work 40 States now have programs.

Empowerment Zones 105 Zones and Communities:

Commumty Policing 180,000 new cops on the way,




THE WHITE HOUSE
WASHINGTON

Octaber 24, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: GENE SPERLING
CHRIS JENNINGS

SUBIECT: Use of Validation on Medicare

Over the last two weeks, the Republicans have made a vigorous'effort to attack the use of
validation of the extremism of the Dole-Gingrich Medicare cuts. It is important to their critique

of us to establish that we are demuagapogues on Medicare, and the strength of our validation
undermines that aftack,

As the basic strength of our validation is unassailable - their argument has cemtered
around stating that we have slightly mischaracterized a sourse or validator. One would not
normaily think that the media would give much credence 1o such marginal complaints, but we
have three factors working against us: one, most of the press has been extremely criticat of the
Dole campaign’s tax cut and their misuse of facts, and are looking for ways to show that they are
evenhanded; second, most of the elite media does not iske the Dole plan seriously, and therefore
assumes that the "real”"Republican Medicare plan is $168 billion -- and therefore not far from
ours. Third, thers is still a general feeling that the more Medicare "pain” you call for the tnore
responsible you are, and therefore, any critiques of the Republican plan invelve us sr;:{mng
politically at the expense of the "responstbie” Republican proposals.

We feel there is no reason to back-off {fom our use of validation for our points - as you
will see below our side on cach of the disputed areas is very strong. Funthermore, other groups,
like the Catholic Health Association, called to thank us for citing their opposition (o the Dole-
CGingrich Medicare plan. Yet, in light of the environment we are in, it is worth being ¢lear on
. what has been disputed and what is beyond dispute.



' American Hospitnl Association:

Our Statement: The American Hospital Association says that 700 vulnerable hospital could
close under the Dole-Gingrich Medicsre outs. '

Complaint: The AHA never said explicitly said this. In response to pressure from Republicans,
the AHA stated that they had only said that "700 most vulnerable hospitals” dependent on
Medicare and Medicaid "were at risk” or “on the financial edge” and that

"some would cerainly be faced with closing their doors.”

Facts:

. Tie AHA ran newspaper agivemsemcms in 1995 stating than the E)alc«(}mgnch
Medwaz‘e budgei "N eded hos s in gural of ities could

. They further wrote that: "Particalarly hard hit will be communities with hospitals
serving & large proportion of Medicare and Medicaid patients... Almost 700 of the
most vuloerable hospitals derive two thirds or more of their net patient revenue
from Medicare and Medicaid.” :

. Further the;y wrote Dole personally on October 1995 stating that in terms of
hospital payments under their plan "[Rjeducations of that magaitude would result
not in a reduction in the rate of growth, but in a real cut”

Indeed, evén the most recent clarification the AHA gave hardly undercut our
statement . that 700 hospitals "could” close. They stated that they had never
estimated that alt 700 “at-risk” hospitals could close their doors, -

“some of the 700 hospitals would have to cut some services ke trauma carg, burn
units, and some things they do for the elderly would be severelv affected....other
programs would be trimmed, and in some nural and inner city arsas, there would be
hospitals faced with closing doors. We didn’t say that 700 hospitals would close
their door, but we did say that of those 701 hospitals that are on the financial edge,

some would certainly be faced with closing their doors.”
I'4

Best Statement for Future: According to the Amertean Hospital Assogiation, the Dole-Gingrich
budget would have put 700 of the most vulnerable hospitals at risk, with aceded rural and urban
hospitals being forced (o ¢lose their doors.™

*The Catholic Health Association and nearly every state hospital association in the notion stated
that these Medicare and Medicaid cuts would “jeopardize the ability of hospitals and health
systems to deltver quality care.”

Note: The AHA can be used as a validator that they wrote Dole in 1995 that his Medicare plan
would lead 10 a real cut in hospital payments.

[While overall, our statement seems valid and powerful, | [Genc] still should have been more
careful tn putting this in e debate materials and apologize for forcing us (o deal with dus at alt].



AARP: Republicans bé;ve also put great pressure on the AARP to dispute the Vice President’s
claim on Mect the Press that the AARP said that “their plan would devastate Medicare." This has
been more of a misunderstanding . than a factual dispute.

Our Statement: When asked aboul why our Medicare savings in our health security plan were
okay but the Dole-Gingrich budgst was too extreme, the Vice President used as validation that
the AARP had supported our plan and feit the Republican Medicare cuts were devastating. This
is essentially correct. The AARF was generally supportive of our health security plan [though
they stopped short of endorsing it] and supportive of the Mitchell plan, and they did call the
Republican budpet resolution “devastating” while later asking the President to veto thczr
reconciliation bill.

Complaiot: Republicans at first convinced the AARP that we were sayving that AARP supported
our carrent Medicare plan and felt the current Republican budget resclution ($168 billion) was .
devastating, Leon Pavetta and Chris clarified this with the AARP, and AARP reacted by simply
writing a letier seolding .both campaigns and asking that neither of us politicize them during the

campaign. Barbour, of course, immediately interpreted the letter as a victory for them and made
such a public statement.

Facts and Backgmuad When the Republican budget resolution first came out the AARP
responded harshly saying that their plan would “devastate” Medxcarc as the Vice-President stated
and that it would lead to hospital closing.

* In June, 1995, AARP wrote: “[The] Congressional Budget Resolution Could
Devastate Medicare Beneficlaries.” Dole voted for this budget resolution which
¢ut Medicare by $270 billion -- game as the vetoed budget. _

. It June, 1993, AARP wrote: “Spending cuts could Himit access 1o providers. [Mlany
haspitals across the country - particularly in rurad areas - would be forced o close.”

- In November, 1995, AARP wrote that the Dole-Gingrich $400 billion culs from Medicare
and Medicald “do nof meet the fairness tese”

» Their statement further stated that "Millions of American families depend on Medicare and
Medigaid for their basic health care coverage, for protection against the high cost of long-
term care and for financial security. These protections, for Americans of all aees, are pow
at nigk”

* On Medicaid euts: "Fradl, ofder Americans, most of whom are single, elderly women who
have worked hard all of stheir Tives, and chiildren feom low-income families would be
hardzst kit by these dmsiic cuts,

Future Statements: Tho AARD urped the President 1o veto their budger, stating that their
Medicare and Medicaid cuts “did not meet the faimess test,” put protections for all Americans a
risk” and included “deastic culs” in Medicaid, that would hit hardest "{rail, older Americans™ and
“children from jow-income families™

L}



The Concord Colition:

Our Statement: Appearing on Mect the Press two weeks ago, the Vice President included. the
Concord Coalition in a fist of sources that he said had stated that Dole’s plan would require
“extreme” Medicare cuts.

Complaint: While we had used the Concord Coalition to validate 40% cuts in domestic spending
and other groups to validate Medicare cuts, the Vice President’s statcments were in fact easily
supported by various comments by the Concord Coalition that Dole-Kemp could not possibly pay
for their tax cuts with only discretionary cuts. Sen. Rudman, however, is under considerable
pressure from Dole and Republicans because of their repeated harsh criticisms of their tax cut
plan and the Concord Coalition does support deeper Medicare cuts from both sides. They put out
a statement clarifying that-they have never said that the Dole plan would require extreme
Moedicare cuts. :

¥Facts: While i is trug that the Concord Coalition supports harsher Medicare cuts, their
staternents make clear that they do believe that the Dole plan would lead to deeper Medicare cuts
as the Vice President implied. While the Concord Coalition has not specifically said that the
Dole plan would require deeper Medicare cuts, they have explicitly indicated that Dole’s plan
san't work without deeper cuts in entitlements: '

. “Can’t we offset any revenue joss by cutting federal spending? Possibly, but not
by following the Dole Plan’s strategy, which promises to derive nearly all the
aeeded savings from unspecified cuts in "discretionary” outlays.”

. "The Dole plan’s] proposed outlay cuts are politically if not mathematically
impossible” _
» If Republican priorities werg protected, “"most public services 1o the young and

peor will have to be defunded entirely.”

. “The Dole people will maintain with straight faces from now until November that
the necessary cuts will be anonymous, painless reductions that will not affect you
or anyone vou know"

* "Congress would have to slash this [domestic discretionary] spending while ’
phasing in large tax cuts and while feaving the vast and still-growing senior-citizen
emitiement edifice (in Dole’s words) “off the table.” 1t’s hard 10 sce how leaders
ltke Dole and Jack Kenwp...could square thig circle.”

*» "Nole’s fact sheet on his economic plan speedically states that Medicare, Secial
Security, and Defense programs are "off-the-table.’ ... Exempting these three huge
areas puts an enormous burden on the remaining areas of the budget.”

Future Statensent: The Concord Coalition has stated that the Dole plan "will blow a gigantic
hole in the budget" lead to 34%-41% cuts in the area of the government that funds education,
environmen(, law cnforcement. Their budget is "politically, if not mathematically impossible™ and
if they protect all of their priorities "most public services to the young and poor will have to be
defunded cutirely." .



VALIDATION ON IMPACT OF
DOLE-GINGRICH MEDICARE CUTS

AARP: "Millions of American families depend on Medicare and Medicaid for their basic health
coverage, for protection against the high cost of long-term care and for financial security. These
proteciions, for Americans of all ages, are now at risk - Cutting $164 billion from Medicaid over
the next seven years is far more than the program can shoulder. ..i’s a shame that a veto is
necessary, but unfortunately, there is no other alternative. [aaxe, iisms;

. In June, 1995, AARP wrote: “[The] Congressiona! Budget Resaiutmn Could Devastate
- Medicare Beneficiaries,” {MRP 695}

. In June, 1995, AARP wrole: “Spandmg cuts couid limit access to providers. [Mlany h{}spﬁais
across the country -- particularly in rural areas -- would be forced to close.” (aarp, s95) -

.American Nurses Association: “The American Nurses Association is strongly opposed to surrent
proposals calling for deep cuis in the Medicare program and we urge Congress to act responsibly to
avert the dangerous consequences of such reckless legislation... it is simply not possible to curtail
the growth in Medicare outlays to this level. To do so will diminish both the quality and
accessibility of care for those who depend on Medicare.”  (ama, 1oa143)

Catholic Health Association, American Hospital Association, 47 State Hespital Associations,.
and Veluntary Hospitals of America: "This legislation...is not in the best interest of patients,
communitics, and the men and women whio care for them... the reductions in the conference report
-will jeopardize the ability of hospitals and health systems to deliver quality care, not just to those

who rely on Medicare and Medicaid, but to all Americans.”. (ameriea Hospital Associaion, Cathalic tealth
Association, 168 Yoluntary Hospitals al Amerdcn, and State Hompital Associstions fromr 47 states, Novembes 17, 1995

-
-

American Hospital Associntion: The Scnate Republicans budget "would result not in 2 reduction
in the rate of growth, but in a real cut. That means per beneficiary spending for hospital care grows
less than the rate of inflation....{these] reductions will seriously jeopardize the ability of the hospital

community to continug to provide high quality care, not only to seniors, bt 1o all our citizens.”
fAmerican Hosplul Association, lolier o Seamtor Dole, 11685

> The AHA ran acws;;apcr advcrtiscmm{s in 2995 staiirxg zi“zal the Dole-Gingrich Mcdica:e

doors, per md [AHA, sumaier, 29951

. "Particularly hard hit will be communities with hogpitals serving a large proportion of
Medicare and Medicaid patients....Alimost_700 of the mest vulperable hospitals derive two
thirds or more of their net patient revenue from Medicare and Medieaid.™ (ana, ves

Amcrican College of Physicians, the Amcerican Nurses Associntion and the National
Association of Public Hospitals: "Weighing all the elements of this bill {House and Senate
Republican Medicare proposals], the American College of Physicians, the American Nurses
Association and the National Association of Public Hospitals, believe that the total package will
beharmiul te patients, physicians, hospitals, and the health care system as s whole.. . This legislation
will reverse the gainy in the heulth siatus of the elderly that Medicare has achdeved in its 30 year
hisiory.., . The budget cuts in this puckuge....do nof save or preserve Medicare, they simply shift cosis
Srom governmeni to patients and providers”  {amedizas Colkge of fhysicians, 107795}


http:IAmcriC.lh
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" TWO ATTACHED VALIDATION LETTERS:

Frank Pepper Letter: As you know, Bob Dole has often used a letter from Claude
Pepper to support his position that he can be trusted to deal with entitlements like
Medicare and Social Security. Recently, Claude Pepper’s brother Frank, relcased a letter
he sent to Bob Dole criticizing him for using his brothers name to support Medicare cutg
that are excessive.

American Hospital Association on "Cuts™: Also attached is the lstier from the AHA 1o
Dole in which they specifically state that the impact on hospitals of their $270 billion
savings would be a "real cut" not a reduction in the rate of growth,
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FrankX Penpper

1020 Meryitt Drive
Tallashassee, Florids 2132301
gctobeyr 16, 1996

The Honcrakle Bob Dole
Dole for President

BlU First Street, N.E.
Washington, D. €. 20002

Dear Senétor Pole:

You nhave repeatedly referenced a note of gratitude from my late
brother, Claude Pepper, about yvour work on the 1983 Seocial Security
Commission. It sppears te me that you are doing so to support your
assertion that you would never d¢ anything to hurt Medicare or
other senior programe. Using my brother’s fine name, sterling
record of support for programs te benefit senlors, and his nenory
for this purpose is inappropriate. Claude was appreciative of your
and all the Social Security Commission menbers’ work; however, your
using his personal note about this experience and applying it teo
the current Medicare debate is wrong. !

If he were alive today, Claude Pepper would be the firset in line to
take action Lo truly strengthen the Medicare and Soccial Security
programs. You have not supported many of the provisions he would
regard as strengthening the program, such as incorporating long-
term care and dental care. Just as he rejected the YELDERCAREY
alternative to Medicare (which would have left millions of elderly
uninsured} that yeu are still praising, he would have strongly
rejected your past and current proposals for excessive cuts and
detrimental policy changes, such as Medical Savings Accounts, to
both the Medicare and Sccial Security programs. - I have t¢ believe
you understand this and find it surprising that you would engender
his name to provide sone sort of politically expedient cover for
the pelicy changes you are advocating for ths Medicare progranm.

My brother respectsd your decades of service o our nation,

However, I must ask you to please resist what must bhe advice from
political advisors to inappropriaztely use your relationship with

Claude.
incer J.y,jj
)?Widﬂjé* :
Frank Pepper

e President BILY Clinton



Amarican Hopital Assoctation

tibetey Place - Otz of e President Qnc Narh Prenkbia
$28 Seventh Sreet, KW, Clicego, fHincts 60605
Wassinguon, DC 20004.2302 ‘

October 16, 1995 i

The Honorable Bob Dole
United States Senste

141 Hart Senate Office Building
Washington, DC 20510

Dear Senator Dole:

You and your Senste éoiimgucs are about to make public policy decisions of wuly historie
proportions. Your debate and action on the Fiscal 1996 budget reconciilation bill,
particularly where Medicare is concerned, will affect the lives of all Americans,

That's why the American Hospital Association, on behalf of [t §,000 members in the
community delivering care every day, wants to make you aware of a report by Lewin-VHI, a
respeciad ressarch firm. It analyzes the effect of Medicare spending reductions on hospitals.

. The bill now before the U.S. Senate calls for reductions of $86 billion in hospital services.
The principal finding of thiz analysis is that reductions of that magnicide would result not in
2 reduction in the rate of growth, but in @ real cut. That means per beneficiary spmdzug for
‘mpix cars grows less than the rate of inflation.

lggpcatcdiy. the American people have besn nssured that the Medicare program would not
suffer real cuts. This 15 a promlse that muost be kept. Eighty six billion dollars in reductons
will seriously jeopardize the ability of the hospital community to continue 16 provide high
quality care, not only, to ssniors, but to all our cldzens. This is the potentizl impact of the
current Senate proposal.

In itz conclugion, Lewin-VHI, inc., states: "The potential for payment reductions 1o result in
real decline tn hospltal spending over the next seven vears should indicate 1o policymekers
tha need o carefully consider the impacts of potential Medicare changes on the different
cawegorizs of health care providers.”

. This is what the nation’s hospicals a3k of you and your colleagues in the critical days ahead.

Sincerely,

biudbondir— |



December 9, 1996
MEMORANDUM TO HILLARY RODHAM CLINTON

FROM: Chris Jennings

RE: Children's Health Care

ISSUE

Children who lack access to health care are more vulnerable to health problems.  Additionally
the lack of health insurance for children may impact health care costs for the entire health
care system. Today, an estinmated 10 million children are uninsured and millions more are
underinsured.

BACKGROUND

The General Accounting Office estimates that 10 million children (almost 15% of all children
under age 18) were without health insurance —~— the highest level of children uninsured since
1987. Millions more children are underinsured. These children have limited access to

preventive and primary care and may lack the insurance or other resources needed 1o access
care. ' o

Additionally the nuraber of children with private coverage has decreased. The decline in

 private health insurance among children may largely be attributed to an erosion in employer-~

sponsored health insurance due in part to the shift t0 more part~time work and more
outsourcing to smaller firms,

As private insurance coverage shrinks, Congress has expanded kids' health coverage through
Medicaid. State Medicaid expansions have extended coverage to millions of children, :
including children under the age of 6 whose family incomes are 133 percent above the federal

poverty level. Each year a new age group of kids is "phased in” so that by 2002, all poor
children under age 19 will be cligible for Medicaid, This will increase Mc{ixcaxi cligibles by
1 million children,

Despite greater reliance on Medicaid, many eligible uninsured children do not enroll in
Medicaid, According 10 a recent study by the Center on Budget and Policy Prioritics, a
varicty of factors influence children's enrollment in Medicaid including: the seope of
coverage under a state’s welfare program, the uninsured rate in the state, and steps a state has
taken 10 make the Medicaid program accessible to diverse populations.



The Democratic Leadership (Senator Daschle and Representative Gephardt) have a serious
interest in developing a health care initiative for children. Even before they had real policy
options, the Leadership included a proposal to expand coverage by requiring insurance
companies to offer lower~cost "kids—-only” policies. They included this proposal as part of
the "Families First Agenda,” akin to the GOP's 1994 "Contract with America.” White House
and HHS staff have provided technical assistance to Democratic staff to evaluate options.

OPTIONS

There are several options to improve access to health care for children. These options range
from expanding federal funding of health care services or coverage to promotling states’
development of child health initiatives to mczmraging the private sector to provide more
comprehensive coverage to children. Five of the major options are discussed below.

Option. 1: Create a healih subsidy for children. This option would require all insurance
companies that do business with the federal government to offer "kids—only” policics and
provide premiur subsidies o help families afford health care coverage.

Option Z: Provide tax incentlves to Improve coverage for children. Similar to option 1,
option 2 would expand access 1o health care coverage by making families eligible for tax
eredits for their children's "kids—only™ health care policies.

Option 3: Expand children's health coverage under Medicald. This option would employ
an effective outreach initiative 10 expand coverage to the estimated 3 million children
currently cligible for Medicaid who do not have coverage.

Option 4: Enhance partnerships with states to expand coverage for children. This
option would provide grants to states 1o support innovative programs to insure children.
Under this option, the federal government would provide matching funds to expand the
number of states participating in such programs and to increase the number of uninsured
children who have access to such programs. For example, the Children's Health Insurance
Program (CHIP) of Pennsylvania is a state-supported program aimed at providing
comprchensive health care services to children up to 14 years of age. The program is funded
by a two cents per pack state tax on cigareites.

Option 5: Expand access to community-based services. This option would make sure
kids receive needed health care through clinics and community health centers, Through a
public health approach, the federal government could enhance existing networks or create new
partnerships of providers to provide health services to underserved populations of kids. One
possibilily is to require the 650 federally funded community health centers around the country
to locate uninsured kids and notify their families that the centers are there to provide
 treatment at nominal cost.



RECENT REPORTS

In the past year, several reports on health care coverage for children have been released.
Following is a summary of four of thc most significant reports,

TAB 1. Health Insurance For Children: Private Insurance Coverage Continues to
Deterlorate, GAO, June 1996

This report demonstrates that the number of children without health insurance
coverage, 10 million children, was greater in 1994 than at any time in the last 8 years.
Additionally private health insurance for children decreased primarily among children
of poor famitics. Health care coverage remained relatively stable among non-poor
children.

This report also finds that Medicaid continues to be an important source of insurance
for children in working families. However, in 1994, approximately 3 million children
who were eligible for coverage under Medicald (30% of the total number of
uninsured) did not enroll in the program.

TAB 2. - Millions of Uninsured and Underinsured Children Are Eligible For
Maedicaid, Center on Budget and Policy Priarities, December 1996

This study finds that about 3 million children who may be eligible for Medicaid were
not enrolled in the program. A variety of factors influence children's cnrollment in
Medicaid including: the scope of coverage under a state's welfare program, the
uninsured rate in the state, and steps a state has taken to make the Medicaid program
accessible to diverse populations. The authors continue to report that welfare law
changes are likely to result in even lower Medicaid participation rates in the future, -
unless states revamp their Medicaid application procedures and outreach strategies.

This study concludes that the Medicaid program has the potential to provide health
care coverage to a large number of children who are uninsured or underinsured.

TAR 3. Uninsured Children of the South, Southern-Institute on Children and
Families, November 1596

This report finds that the number of uninsured children in the South is
disproportionately high. Of the 9.4 million uninsured children in the United States, a
total of 4.1 million (43%) live in the South cven though only 36% of all children live
in this region. More than 100,000 (20%) of all children in Arkansas are uninsured.

States vary in their use of Medicaid to expand health care coverage for uninsured
children. Arkansas is one of three states that has not expanded Medicaid eligibility
beyond Federal minimurs 10 cover children.  To reduce the number of uninsured
children in the South, the authors recommend that states: (1} raise Medicaid age and
income cligibility levels, (2) eliminate the Medicaid assets test for children, and (3)
use outreach to enroli eligible children in Medicaid.



TAB 4. Health Insurance for Children: State and Private Programs Create New
: Strategies to Insure Children, GAOQ, January 19%6

This report highlights six health insurance programs initiated by states and private
organizations (io five states; AL, PA, NY, FL, and MN]} to increase health care access
for children. By 1995, 14 states and at least 24 private—gector organizations had such
programs. The number of children enrolled in the six programs studied ranged from
more than 5,004 to more than 100,000 and focused primearily on low-income,
uninsured children not enrolled fn Medicaid. These programs were funded by various
nonfederal sources, such as dedicated state taxes and private donations.



POTENTIAL CHILDREN'S HEALTH INITIATIVES

Base Proposal: Premium Assistance to Families with Workers in
Transition

Our FY97 Budget proposal builds on the Kassebaum-Kennedy law by providing
premium assistance to temporarily unemployed workers and their families for up
to 6 months. Recipients have to have had employer-provided health insurance,
be receiving unemployment insurance, and have incomes below 240% of
poverty. It is a 4-year demonstration grant program to states, under which
states would have flexibility in using the funds, such us through COBRA, a
private insurance product, Medicaid buy-ins, or state high risk pools.

Cost and Number Benefiting: About $2 billion per year. Our FY97 Budget
assumed about $9 billion over 4 years. Our FY97 Budget proposal was
estimated to help about 3 million people each year, including 700,000 children.
Funding the program for 5 years would increase the number of adults and
children helped, but would cost about $3 billion in 2002,

Target the 3 Million Children Now Eligible But Not Receiving Medicaid

Under this proposal, we would try to enroll the 3 million children currently
eligibie but not enrolled in Medicaid through a variety of administrative and
legislative proposals. These proposals include changing the law to let states
more easily accelerate the OBRAS0 children's expansion, working with states
administratively to simplify their enrollment process and eligibility
requirements, and expanding outreach through agreements with states, schools,
providers, and federal grantees.

Cost and Number Benefiting: $500-$800 per child per year, so expanding
coverage to 1 million of the 3 million eligible but not enrolled cost the federal
government $500-$800 million a year. Additional costs from administrative
actions would show up in the baseline. The actual scoring could depend on the
timing and credibility of the proposal and/or agreements with states. There
would also be a cost to states.

Add State Options to Further Expand Coverage.
This proposal would allow states, at their option, to expand coverage to

children. For states who had voluntarily expanded their coverage of children up
to 133% of poverty, this proposal would allow states to develop Medicaid buy-



in programs for children of families up to 185% of poverty. This program
would be cost-effective for states because it would permit family contributions
to help offset costs and allows states to limit the number of children covered --
as was done in TENNCARE. This proposal would also allow, at the state's
option, to extend eligibility. from one month to 12 months, thus increasing the
number of children covered and the length for which their covered.

Cost and Number Benefiting: Unknown at this time, but states and health
plans would likely be very interested in pursuing this approach.

Grants to States to Develop Innovative Partnerships to Insure Children

This proposal builds on existing innovate state programs to insure children by
providing matching grants to states to provide insurance coverage to children.
States would have tremendous discretion.

Cost and Number Benefiting: Flexible. A $100 million per year federal
program could provide preventive service insurance for 2 million children or
traditional insurance coverage for 180,000 children. So, for example, a $550
million investment could provide traditional coverage to about 1 mallion
children. The proposal could be a demonstration program involving 5-10 states
or a national program.

Health Care to Children in Targeted Communities Through Health Centers

This proposal provide uninsured children in targeted high-need communities
with health services (not insurance) through school-based or school-linked
health centers and/or consolidated health centers, which have strong support on
the Hill, by providing targeted increases in their funding.

Cost and Number Benefiting: Flexible. Each $100 million a year could
provide services to 500,000 children though school based health centers or to 1
million people including 440,000 children though CHCs each year. Medicaid
would cover some of the services.

Set-Aside Funding to Expand Health Insurance or Services to Children
Through Medicaid, Grants to States, and/or Tax Credits.

This proposal would not specify the mechanism by which insurance and/or
health care services would be provided. Instead, the budget would set aside
between $1 billion and $2 billion each year to expand health care to children



through Medicaid, outreach, grants to states, health centers, and/or tax credits.
This proposal would make clear the President's strong commitment to expanding
children’s health care while providing additional time to develop the specific
proposal in coordination with Congress,

Cost and Number Benefiting: While the number of children benefiting varies
depending on the specific proposal, providing comprehensive health care
coverage through either Medicaid or grants to states will cost at least $500 per
child. Therefore, a $1-82 billion a year proposal could cover as many as 2-4
million additional children per year,



