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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE: WHITE: HOUSE 

WASHINGTON 

September II, 1995 

ERSKINE BOWLES 
DON BAER 
BUDGET WORKlNG GROUP 

MICHAEL WALDMAN MJ 
BUDGET - NEXT PHASES 

The "phony war" on the budget is now over. We have less need 10 fin a vacuum with 
pre-programmed events. The next phase of communications activities - and Presidential 
scheduling .~ must be developed with overall strategy concretely in mind. 

l. Setting the !Jtage for "success~u We need to lay down It marker ~ for what wm 
be a success, Otherwise. a deal risks looking like a comprornise~for~its-w()wn..sake. rather than 
a vIctory for the President or his principles. We recommend pubJicly laying out one (or 
more) markers. These markers must be attainab1e let's not write a test that weill flunk.n 

Tests for success could include (not all of these!): 

~ "No education cuts"; or 

~ "No Medicare beneficiary increases"; or 

- ~Health care must be part of the budget"; or 

- ~No tax hikes on working families" (EITe); or 

- "Minimum wage" 


2. The veto phase. The vetoing of the appropriations bills, if it comes to that, win be 
the major opportunity to display strength to the' general public and fealty to the attentive 
Democratic Party constituencies. When the President vetoed the rescisslons bHl -~ his fust 
veto -- the public impact was muted by the extensive previewing of the action and the efforts 
to negotiate, Issues to decide include: 

- Assuming we veto something. do we veto at once, or as they wme to us, or one a 
day? 
- What reasons do we emphasize for each? In other words, if the President vetoes 
VA~HUD, should he just focus on the environment (in terms of rhetoric, who he's 
standing with, erc_), or Am'eriCorps as well? 

3. RecDnciliation. This phase presumably involves. us watching the GOP try to get a 
reconciliation bill -- with ilS difficult l\i[edicare, lax and other issues ~~ to the PresJdent's desk. 



Perhaps this i. the time to truly be hovering aloft ... or perhaps for hammering wedges. We 
probably canlt know now, IsSues: 

• If we want to fill time with something other than rhetoric-heavy budget speeches, we 
should have. filII bolster of executive lICIions and newsworthy yalue:; nits. 
• Should the President get out of Washington as much as possible? 
w Should he focus on Medicare or education or some other marker that bas been laid 
down - and if so, to do what? 
• If we decide that the best course i. to say and do vel}' little, we need the scheduling 
di~cipIine to keep things off the schedule. 



THE WHITE HOUSE 


WASHINGTON• September 11, 1995 

EDUCATION CONFERENCE CALL WITH SUPERINTEl''DENTS 

DATE: September 12, 1995 
TillIE: 1:45 - 2:15 PM 
LOCATION: Roosevelt Room 
FROM: Gene Sperling/Jason Goldberg 

Kris Balderston 

I. PURPOSE 

To continue highlighting the impact of the drastic Republican budget cuts on edueation. 

Following up on your speech in CarbondaJe, Illinois., this event win return the focus to how 
the Congressional budget cuts will hurt primal)' and secondary schools. This c~nference can 
~HI be an opportunity to talk to six large city school superintendents about the !mpact of the 

• 
cuts on their communities . 


II. BACKGROUND 

The Senate Appropriations Subcommittee on Labor/HHS/Education will have their mark-up 
on Wednesday, September 13',' The Full Senate Committee is expe<:ted to mark-up the 
appropriations on Thursday, September 14. The Senate is not likely (0 consider the 
appropriations on the floor until late next week. 

On August 3, 1995, the House approved the Labor/HHSIEducation Appropriations Bill. 
providing S12 billion dollars less in )996 than your request. That is the largest gap between 
your appropriations requests and House action on any of the 13 appropriation bills. Of the 
$12 billion gap, $S blUion-ts in specific education funding. 

We expect that [he Senate will attempt to pOSition itself as more moderate and "reasonable" 
than the house, bot (heir cuts will still be extreme. 'The Senate appropriators have agreed 10 
add $).8 billion over the House level for the bill in tOtal. The Chair of the Subcommittee. 
Senator Specter has stated thai most of these additional funds win go to education. Even 
with increases, the bill will be woefully underfunded. including elimination of $ummer Jobs 
and cuts in I-lead Start Even in programs such as GOALS 2000. Safe and Drug Free 
Schools, Pel! Grams, Perkins, Loans, and Title I, where some funding is expected to be 

• restored, the programs will still be reduced substantially below your budget. 



TIle Congressional Budget Resolution euts education and training by $36 billion •• $76 billion dollars 
• lhan your balanced budget. 

INVESTING IN PRIMARY AND SECONDARY EDUCATION 
VS.CUTTING PRIMARY AND SECONDARY EDUCATION 

: INVESTMENTS PRESIDENT CUHTON'S BAlANCED BUDGET REPUBUCAN CUTS 

HEAD START • 	 Increases funding by $400 million, adding · Funds Head Start $500 million 
• 32,000 new Head Start children next fass than the President's 

year., irequest. , 
• 	 SelVice:; for 50,000 more children by • Up to 2:30,000 children would 

2002. be denied Head Start In 2002. 

GoALS 2000 • 	 increases funding to $750 million next ,. Eliminated. 

$eho01 fl:efonn 
 year, enabling commun.ities ID he4p ail 

children meet higher standards. 
• 	 Helps states reform education for more 


than 8 mlUion children in 11.000 sChools 

neld ye.r. 


SAFE AND Funds at $500 milliofl per year. Cuts program by 60% to· · 
ORUG~FREE , 	 Safer, more drug-free learning $200 million. 

SCHOOLS 
 environments for 39 million children in · Deprives ov'er 23 million 


. 
 14,575 out of 15,000 schoo! dl5triCts, students of services next year. 
,•· 

I I ImofOving .. Increases funding by $300 million. · Reduces funding by $1.1 

Basic and 
 reducing Class size, and helping as many billion, denying learning 
Advanced Skills- as 300,000 more children master basic opportunities for 1.1 million 

and advanced skills next year. children next year. 

,SUMMER Joss Funds 615,000 jobs for young people 	 Eliminates job opportunities, · 	 · · next year. 	 for almost 4 million youth overI,, , the next 7 y••rs. 

ALL INCREASES EDUCATION, TRAINING. £l!!li EDUCA TtON AND- 1EDUCATION AND AIO TO STUDENTS BY $40 TRAINING BY $36 BILLION 
, AND BILLION WHILE BAlANCING THE INCLUOING $10 BILLION IN 

,TRAINING BUOGET IN 10 YEARS. 	 LOAN 6ENEFITS TO 
I, STUDENTS WHILE 

BALANCING THE BUDGET 
IN 7 YEARS. 

, 

I,i 	
, 

, 

OM!} Analysis Qflhc f'tesident'5 fV 1996 Request '>"s. Republican Cllts Im;ludcd in t."le 

IIo"sl;" LabarlllUSf[cdvcalion Appropriati()!IS mil Passed on AVErts! J. 1995, 1Itld the R<::publican GudStl Ruojutio/l 


• 




• 
III. PARTICIPANTS 

Secretary of Education Dick Riley 

Supcrintenden~ (listed in sQSf:lking order) 
1. Octavio "O.V:· Visiedo, Superintendent. Dade County, FL 
2. John "Jack" Bierwirth, Superintendent, Portland, OR 
3. Dr. N. "Gerry" House, Superintendent, Memphis,.TN 

4, Robert C. Jasna, Superintendent, Milwaukee, WI 

S. David Hornbeck, Superintendent, Philadelphia, PA 
6. Albert Thompson, Superintendent, Buffalo, NY 

Backgtound information on each Superintendent attached 

IV. SEQUENCE OF EVENTS 

• You will oPen the conference call with a brief statement 

• You will ask Secretary Riley to make a brief statement. 

You \Vin call on each of the participantS to make brief comments. Each participant 

• 
is prepared (in under 2 minutes) to highlight a specific area in which the impact of 
the Republican cuts to their communities is especially severe. 

l. Octavio ·'O.V." Visiedo, Superintendent, Dade County, FL 
Topic 	 Forced reducfions in staff due to Title [Cuts 

2. John "Jack" Bierwirth, Superintend~nt. Portland, OR 
Topic: Impact of culs 10 Head Start 

3. Dr. K "Gerry" House, Superintendenl. Memphis, TN 
Topic: 	 Safe and Drug Free School Programs and School 

Lunche.~ . 

4. Robert 	C, Jasna. Superintendent, Milwaukee, WI 
Topic." 	 Class Size and Key Role of Voc~Ed Progmms 

5. David Hornbeck, Superintendent, Philadelphia, l'A 
Topic: 	 Goals 2000 and Reforming the S'chQols 

6. Albert Thompson, Superintendent, Buffalo, NY 
Topic: 	 importance of Federal Funds 10 Local School systems 

• • You will have the opportunity to ask follow-up questions and make additional 
comments. 

http:Memphis,.TN
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PRESIDENT WILLIAM J. CLINTON 


TALKING POINTS FOR CONFERENCE CALL WITH SUPERINT~;NDENTS 


THE ROOSEVELT ROOM, THE WHITE HOUSE 

SEPTEMBER 12, 1995 

• 	 Welcome. I'm glad you are joining me today on this conference call to discuss the 
importance of continuing our national commitment to educatjon, 

• 	 [Option: comments Olt Senate Job-Training Bill]. 

• 	 Focus on Education Cuts. We speak today as America goes back to school. 'Over the last 
week. ! have met with CEOs from major corporations such as IBM and TRW, with mayors 
and county executives from cities big and small, with college students yesterday from 10 
different universities and five states, and today with AmeriCorps National Service 
participants. Every wbere I go ...everyone I talk with ... I hear the same message: It is 
wrong for our economy to be growing while 'hard working people's incomes are not, And 
education is the answer, We must give our children the tools to Jearn and aU Americans a 
chance to build stronger lives. My balanced budget ,hows that we can gel rid of the deficit 
and still afford to invest in education and training. 'We must put our children first -- we 
cannot afford to do les,. 

• 
• Education is an oR.-going commitment to our future. It starts before our children go to 

school with Head Stan to prepare our children to learn. J[ continues throughout primary 
and secondary education by setting higher standards and refonning our schools with GOALS 
2000. It means decreasing Class sizes through programs like Tille I so that <?ur children are 
afforded more individual attention. It means keeping our children, classrooms, school-halls, 
and neighborhoods safe through Safe and Drug Free School programs. 

• 	 Uut let me make one point clear; these arcn't bureaucratic programs we arc talking 
about. these are the futures of our children. 

It is very easy to cut programs called GOALS 2000 and Title I here in Washington, but 
those who would slash education and training need to know what their cuts mean in 
real terms. For instance: 

Four schools in Portlimd, Oregon, helping 9th and 10th graders reach high 
standards in math and science will Jose their funding. 

450 leaciting assislants and oliter slafr who help kids improve basic reading, 
writing, and math skills, will have to be laid off in Miami, I<1orida 

And Ihe examples go on and on, hurting children all acros, Ih<; country. 

• 
• CEO. Voice Support For GOALS 2000: Listen 10 what Joe Gonnan. CEO of TRW said 

last week when he was here: "GOALS 2000 is critically important. Far more imponant 
than the dollars involved, It provides incentives to the statcs" ,to change themselves within 
their educational systems." Listen to what Lew Gerstner from J8M said: "GOALS 
2000", is the fragile beginning of the establishment of a culture of measurement standards 
and accouotabiHty in our COUillry. We must go way beyond Goals 2000. But, if we lose 
GOALS 2000, it is an incredibly negative setback for this country. >! 



• 
• I would now like to cal! on Secrelary Riley 10 say a few words. 

• I would now like to hear from you abollt your school systems and what the budget cuts 
mean to ehildren, teachers, and schools in your communities. 

1 Octavio 110.V. II Visiedo, Superintendent, Dade County, FL 
Topic: Forced reductions in staff due to Title [ Cuts 

2 John "Jack'l Bierwirth, Superintendent, PortJand, OR 
rapic: Impaci of culs to Head Start 

3 Dr. N "Gerry" House, Superintendent, Memphis, TN 
Topic: Safe and Drug Free School Programs amI School Lunches 

4 Robert C. Josna, Superintendent, Milwaukee, WI 
Topic: Class Size and Key Role of Voc-Ed Programs 

S David Hornbeek, Superintendent, Philadelphia, PA 
Topic: Goals 2000 amI Refonning the Schools 

6 Albert Thompson, Superintendent, Buffalo, NY 
Topic: Impartance of Federal FumIs 10 Local School Systems 

• 

• 




V. MEDIA

• Open press with regionai "satellites to each locality, 

VI.REMARKS 


Talking points are attached. 


• 

• 




Background on Superintendents 


• 
(Usted in Speaking Order Along With Topic) 

1. Octavia (!10.V.") Visiedo" Superintendent, Dade County, FL 

Topic: Forced Reductions in Staff Due to Title I Cuts 

Background. Visiedo was one of 10.000 unaccompanied children who escaped Castro for 
, freedom in the U,S, in 1961. OV received hi. education degree from the University of Miami 

and staJ1ed his career with the school system in 1971 as a bus aid~ and worked up to teacher. 
assistant principal. and Superintendent of th.e fourth largest school system, 

Impact of Cuts. During the last five years, O. V. has helped 'he Dade County School System 
through its wors' financial crisi., without laying off personnel. Under the Republican budget ' 
cuts, the school distric, would be forced to reduce the workforee by 465 staffers. Program cuts 
include: a 58 percent reduction in funding for the Safe and Drug Free School Grant to Dade 
County eliminating 18 positions: a $1.4 million cut in vocational education funds in the county; 
and it reduction in funding for their magnet school program, 

2. John llJackll Bierwirth, Superintendent of Schools! Portland, OR 

• 
Topic: The Importance of Maintaining Head Start 

Background. Mr. Bierwirth is 48 years old and has a B.A. from Yale and a PhD from the 
University of Massachusetts. He came to Portland to head the progressive school system in 
1992 after t\\'o stints in districts in New York State, Previously. Mr. Bierwirth was the chief 
of staff to the late Congressman Allard Lowenstem. Bierwirth 1S very supportive of the 'state's 
pre-K Head Start Program. 

Impact of Cuts. As the result of recent state education budget cuts, the Portland school 
system has had to cur one·third of its budget or $l30 million from the general' operating fund 
over five years. An addit.onal loss of over $5 million in federal funds would have a 
devastating impact on the city school system, Among the cuts: (I) a cut of $1,4 million in the 
Tille I program that will result in the loss of teachers and educational assistants and 
supplementary educational programs to 1500 low achieving cnildren in 62 city scnools; (2) a 
reduction of 43 percent in Ihe Safe and Dntg Free Schools Program which will essentially 
eliminate drug assessment program for one-third of the kids that need it and the elimination of 
oru:~third of the system's drug prevention programs~ and (3) in a city where tW,o-lhlrds of aU 
meals are fed to poor children. the state will experience an II percent shortfall in schooJ 
nutrition funds. 

• 




3. Dr. N. IIG{!['ry" House, Superintendent, Memphis, TN 

• Topic: Effect of Reductions In the Safe and Drug Free Sdtool Programs and Sdtool 
Lunches 

i 
Background. Gerry House started running the nation's 15th largest scltool system in 
Memphis in 1992. Previously she was a principal and teacher in Chapel Hill. NC. She has 

'been very active in a number of natio,na1 education groups. 
, 

Impact of Cuts. The Memphis school system would he hard hit in three major areas by 
. 	Congressional budget cuts. First•. the city would los. $4.3 million in Title I funding that helps 

to improve the basic and advanced skills in math and reading. Approximately 6.500 children 
would be affected by these reductions. Reductions of $4.9 million in federal school lundt 
programs would greatly impact the 64 percent of the school pupulation that currently are 
eligible to receive free of reduced price meals. 

4. Robert C. Jasna, Superintendent of the Milwaukee Sdtool System 

Topic: 	 The Effect of the Reductions on Class Size and the Key Role of Vae-Ed 
Programs . 

• 
Background. Mr. lasna just came on board as the new superintendent on July 1st but he has 
worked in me system for 33 years as a teacher and administrator. Mr. Jas~ has played a 
major role in creating district-wide School-to-Work programs that begin ali e~rly as elementary 
school. 

• 
Impact of Cuts. The Milwaukee School System would see their Title 1 programs reduced by 
17 percent or $7 million - funds that were previously used to decrease student/teacher ratios 
and bring the public schools into the 20th ce~ry with technological changes. The school 
system would also see a 50 percent cut in the funding for the Safe and Drug Free Schoots 
Program - a reduction of $513.000 (two of their elementary programs were ~ationally , 
recognized at a White House ceremony in June.) Finally. S332,OOO in cuts in vocational 
rehabilitation and School to Work would force me city to eliminate youth apprenHceship 
programs in five city high schoob, ~ew programs in financial services and 'graphics for 
students would certainly be eliminated, 

• 




•• 
, " 

S. David Hornbeck, Superintendent. Philadelphia, PA 

• Topic: Goals 2000 and Reforming the Schools 

Background. Mr, Hornbeck is an ordained Presbyterian minister, a lawyer, and the primary 
architect of Kentucky's sweeping 1990 refonn legislation, As the head of the fifth largest 
school system in the nation. Mr. Hornbook designed a (our,year comprehensive refonn plan 
for Philadeiphia called "Children Achievlng A He is also a senior education advisor to the • 

Business Roundtable. 

impact of Cuts. Philadelphia was one of the first localities to use its Goals 2000 funds to 
reform the schools. They are very concerned that their reform effor! will be held back due (0 . 

cuts, The House proposed cuts of 17 percent in-Tille I will translate into the loss of 100 
teachers and 200 c1assrocm as.istant, to 80 schools serving 48,000 children. 

6. Albert Thompson. Superintendent of the, Buffalo School System. 

Topic: The Importance of Federal Funds to Local School systems 

Background. You met Mr. Thompson on August 3rd during the "Condition of Education 
Roundtable" in the Cabinet Room. Mr Thompson, has work on education issues for the last'30 
years and is very active in his community. He has carved out an invaluable 'relationship , 
between {he school district and the business community -- nearly 85 percent of aU schools in 

• the district currently have a partnership with business. \ 

Impact of Cuts. Under me Republican Budget, the Buffalo School System is expecting cuts of 
. $3.8 million in the first year of Title 1 reductions. This would cut 96 teachers and affect 2,410 
students. In the area of vocational education. the city will get $231,000 less next year cutting 
6 teachers and 144 students. 

• , 
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Statement by Laura Tyson 
Republican Proposal for Medical Savings Account • 

September 12, 1995 

Today, a press conference was held by Republicans to extol the benefits of Medical 
Savings Accounts (MSAs) for Medicare beneficiaries. Although they continue to withold 
detailed specines of their MSA proposal, we have serious concerns about its applicability to 
the Medicare program. An MSA for the Medicare program is likely to increase premiums for 
millions of beneficiaries who opt to stay in the current Medicare program. 

• 

MSAs may be attractive initially to younger, healthier and wealthier beneficiaries -
but this type of self-selection would likely bonefit the while :raising cost. for the majority of 
Medicare bendiciaries. This is because MSAs lead to- what is known as adverse selection -
a process whereby insurance companies are able to attract the least expensive a~d healthy 
beneficiaries end avoid the mOre expensive, mOre vulnerable population. The population that 
remains in the traditional Medicare program would be a smaller ,and sicker group of
beneficiaries, As 3 result, the cost per person and their accompanying premiums would rise. 
Another adverse selection probJem would arise if beneficiairies who chose thc limited. 
catastrophic-oriented MSA benefit opted to go back into the traditional program when they 
became sick. 

Apparentl}' some Republicans are considering addressing these serious adverse 
selection problems by prohibiting beneficiaries who chose MSAs to opt back into the more 
traditional program to seek better coverage. With such a "lock-in" provision, jf a ¥cdicare 
beneficiary gets sicker than he or she expects, they would be trapped in their MSA 
catastrophic b:alth care plan. We do not believe that this is the type of choice that most 
Medicare bendiciaries would ~ant ' 

• 
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September 17,1995 

MEMORANDUM FOR \VHITE HOUSE STAFF 

FROM: GENE SPERLING 

SUBJECT: Speaker Gingrich's misleading statements about Medicare 

Speaker Gingrich has said that it is imponant that the American people be told the 
truth about ~edica.re. But the fact is that many of his comments and argume~ts about 
Medicare have been seriously misleading and often outrighf wrong, Furthermore, while 
anyone can misspeak. he has consrantly repealed [hese misleading claims and they are at the 
heart of much of his case for Wlprecedented Medicare savings. 

Below are six examples of central arguments on Medicare that the Speaker has made 
that are fundamentally misleading. 

http:edica.re
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EXAMPLE HI. SPEAKER GINGRICH HAS REPEATEDLY SAID OR STRONGLY 
IMPLIED THE REPUBLICAN MEDICARE CUTS WOULD BE USED to 
STRENGTHEN THE MEDICARE PROGRAM AND THE PART A TRUST FUND, 
AND NOT TO REDUCE THE DEFICIT OR PAY FOR TAX CUTS. 

"[W]e have decided that we're taking Medicare into a separate box. Every 
penny saved in Medicare should go to Aledicare. Every change shoutd be 
made about Medicare. It should not be entangled in the budget debate." 

-- Newt Gingrich, April 28, 1995 

tilt's not tied into the budget, It's nol lied into getting /0 balance by 2002. 
Now, it is lied into meeting the lrust fund requirements, making sure that the 
system is affordable, gening us to a point where the baby boomers someday 
will be able to retire VYithout bankruptcy," 

.. Newt Gingnch, April 28, 1995 

Speaker Gingrich "promised to remove Medicare from deficit reduction 
demands ~~ and to use any savings achieved by restrUcturing Medicare solely to 
save the Medicare trust fund itself from looming bankruptcy." 

-- The New York Times, May 3, 1995 

FACT: 	 REPUBLICANS RAISE MEDICARE PART B PREMIUMS THAT DO 
NOT GO INTO THE TRUST FUNO: 

• 	 Despite the constant comments by Republicans that the entire reason for 
Medicare savings is to shore up the Medicare trust fund, this is not true. The 
truth is not one penny of the premium increases in the Republican budget 
plan just unveiled will go to the Medicare trust fund. Instead. the premium 
increases go into general revenues. While a growing program can have a 
negative impact on general revenues und therefore deficit reduction. such 
groYlth can be countered by any reduction in spending or general revenues. 
For example, if peopJe feel that Medicare Part B growth is having too large of 
an impact on the defidt, one cun cure that by other steps. affecting general 
revenues -~ such as lowering the size of a large tax cut 



., , 

,, 
EXAM:rLlC #2: SPEAKER GINGRICH HAS REPEATEDLY STATED THAT 
REPUBLICAN MEDICARE CUTS ARE DRIVEN BY THE NEEDS OF THE 
MEDICARE TRUST FUND AND NOT THE NEED TO BALANCE THE BUDGET. 

"Everything we're dOing in Medicare is driven by the aClUaries' estimate of 
what it fakes to build a savable system; ir~ nol driven by a budget need. We 
are in fact prepared to reshape all the other spending in the budget to fit the 
Medicare situation ... including defense. We're prepared to look at everything. 
[ mean. I've always said everything's on the table. II ' 

•• Ne..1 Gingrjcb, May 5, 1995 

"So we want to focus on Medicare as Medicare. Forget the budget pressure. 
Let's find out what nwnber saves Medicare. We'll plug that into the budget. 
We're not going to find out what number the budget needs and try /0 reshape 
Medicare to that effecl," 

- Nem Gingrich. Meet the Press, Mav. 7, 1995. 

FACT: 	 MEDICARE SAnNGS ARE INTEGRAL TO THEIR PLAN TO 
BALANCE THE BUDGET AND ACHIEVE A LARGE TAX CUT: 

• 	 The clear fact is that the $270 billion in Medicare savings make up about 25% 
of the savings called for in their budget plan. CSO must certify that their 
proposals produce these savings levels before Congress can consider the tax cut 
that Speaker Gingrich has called the "crown jewel" of his program. The 
Republican budget plan does not come close to reaching balance without their 
deep Medicare cuts. Indeed, Speaker Gingrich's spokesperson, Tony Blankley 
candidly admitted, "At the end of the process, whatever solution, are reached 
on .Medicare will be pan of the budget's bottom line. II [Washington Pas!. May 
2, ]995] 



EXAMPLE 3: SPEAKER GINGRICH HAS CONTINUALLY CREATED THE 
IMPRESSION THAT THE CRISIS WITH THE MEDICARE TRUST FUND AROSE 
WITH THE RELEASE OF THE 1995 TRUSTEES REPORT. 

. 
" ... House Speaker Gingrich Tuesday asked President Clinton in a letter to send 
to each beneficiary a copy of the 1995 Medicare trustees' report saying the 
program would go broke in seven years. 'It is because of this impending 
bankruptcy that Republicans in Congress are committed to bold. and decisive 
action to preserve, strengthen and protect Medicare ...... 

-- Congress Daily, July 26, 1995 , 
"[w]e would need to reform Medicare because it goes broke. Medicare Part A, 
which is the hospital part, is a trust ftmd. That trust ftmd. llCcoYding to the 
Clinton AdministratIon trustees, goes broke starting next year and is bankn.tpt 
in 2002." 

-- Interview with Charlie Rose, July 6, 1995 

,, 
FACT: 	 THE ONLY TmNG NEW ABOUT THE 1995 TRUSTEES REPORT 

WAS THAT THE TRUST FUND HAD 1:\:lPROVED BY A YEAR: 

• 	 The truth is that Medicare trust fund solvency issues are not new. )f the 
Speaker had looked at the 1993 and 1994 trustees reports, he would have 
known that when the President took office in 1993 the truSt fund was suppose 
to be insolvent in 1999, 

• 	 The President laid down a plan in 1993 to strengthen the trust fund, and 
Secretary Bentsen and other top Administration officials repeatedly told the 
Congress of the need to pass the President'S plan in order to strengthen the trust 
fund, Gingrich not only ignored the issue of the trust fund, he led the 
Republicans in all voting against these savings, In 1994. when the 
Administration stressed that health care reform was needed to strengthen the 
trust fund t Gingrich and others again ignored the issue, 

• 	 Indeed. the only provision in the Contract with America relating to the 
Medicare trust fund made it worse, The Contract called for repeal of the 
increase In tbe Social Security benefits tax for high~income seniors ~~ a 
provision that helped improve the financial status of the trust fund. If the 
provision in the Contract is enacted, the trust fund will go insolvent 8 months , 
sooner, 



• 	 The truth is cbat tb. sudden concern witb tbe Medicare trust fund ha. 
b.en driven by tb. target. in the Republicans' budget plan. Speaker 
Gingrich never e<pressed concern about the trust fund until 1995 when he was 
developing his plan to balance the budget - even when the truSt fund was in 
grearer danger than it is now. Indeed. the only thing new in the 1995 
Medicare trustees repon was that the trust fund's solvency improved by one 
year. , 
Speaker Gingrich has refused to explain his inconsistency on this issue: 

"Dole and Gingrich insisted yesterday that Medicare was in crisis, holding aloft 
a recent report by the Medicare trustees that the portion of Medicare that pays 
for hospital «pense, ",ill run out of money in 2002. But they abruptly walked 
out of the "news conftrence after increasingly skeptical reporters pointed out 
that the trustees' report 'his year was more positive than last year. The House 
Republican taX-cut bill also worsens the solvency of the Medicare trust fund by 
repealing a tax Clinton passed in 1993 to shore it up,' 

-- Newsda,V. May 3, 1995 



• 

EXAMPLE #4. SPEAKER GINGRICH HAS SAID THAT MEDICARE COSTS 
SHOULD GROW AT THE SAME RATE AS COSTS IN THE PRIVATE SECTOR. 

"Well, if you have a government progtam which is going up at 10-112 percent 
a year and you have private sector health care that is going up at one 
percent ... it does seem to mean you start asking some questions about why is it 
that trus centralized govenunent bureaucracy has a 10-112 percent a year 
increase when in the private sector you1re getting one, two, three~ four percent 
increases?" 

-, Meet the Press, Sunday, May 7, 1995 

, 
FACT: cno RECOGNIZES THAT THE CURRENT PRIVATE SECTOR 

GROWTH HATE PER PERSON IS ABOUT 7% _. NOT i% AS 
SPEAKER GINGRICH HAS SJ;GGESTED: 

• 	 According to CBO, "[t)he growth of private health insurance premiums will 
average about 7 percent a year between 1995 and 2005." [CBO, The Ecanamic 
and Budget Out/oak: An Update. August 1995, p. 84.] And tlie Medicare 
beneficiary population tends to have greater health care needs than people with 
private insurance. 

• 	 The truth is the Republican budget plan would lower the grOV.1~ of Medicare 
spending per person significantly below the private sector growth rate. The 
Republican $270 biilion Medicare cut would constrain Medicare to an 
unrealistic 4,9% per beneficiary growth rate ~~ weB below the ~.l% private 
sector growth rate. 



- . 
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EXAMPLI, #5. SPEAKER GINGRICH CLAIMS THAT MEDICARE CURRENTLY 
GIVES PEOPLE NO CHOICE AND IS PLAGUED WITH PROBLEMS. 

'''We are going to rethink Medicare from the ground up. _, ... The current highly 
centralized bureaucratic structure offering one menu for everybody in a 
monopolistic manner is the opposite of how America works. And so we need 
to start from the senior citizens, ","'lth their help. thinking through how we get 
to a better Medicare system that actually works more effectively. that gives 
them greater choices, but that is also financially more honest." ' 

Newt Gingrich, Jnnuary 30, 1995 

FACT: . 	 THE TRUTH IS MEDICARE CURRENTLY PROVIDES THE VAST 
MAJORITY OF SENIORS WITH MULTIPLE OPTIONS. 

• 	 Most Medicare beneficiaries choose to receive their health care services 
through the traditional fceMfor-services delivery system. which allows them to 
choose their own health care provider and hospitaL But millions oj other 
beneficiaries currenlly choose 10 enroll in managed care plans such as HM:Os 
or competitive medical plans tha.t have contracts with the Medicare program. 
A beneficiary enrolling in a managed care plan often has coverage for services 
not offered under Medicare, such as prescription drugs, {Source: 
Congressional Research Service. Medicare SELECT, April 19, 1995.] , 

• 	 The truth is that Medicare is one of the most popular and successful programs 
ever created. Medicare is extremely popular among the American people 
because it has so successfully reduced the crushing financial bufdens faced by 
seniors and their families, :, 



NIEMORANDI)M FOR Tl11: PRESIDENT 

THE VICE PRESIDENT 


FROM: ERSKINE UOWLES 

SUIlJECT: Impact of the Republican !lIH1gct Culs on Rural America 

The HudgcI Working Group, working closely with DClllocmtic Members of Conbfl.!SS and, Ih(!jr slam, is 
planning thr:!c days of "rural impa(;l" budget events for October 1 0, 11. and 12. 

The events were plnllilcd bcc:ll1sC the Budget Working Group believ\.:s that Wl: have a real 'opening hen:; 
the I{epublil':lll ClllS to rLifal America are dms\ic and seven.::. Focusing on [ural cuts also gives llS the 
OPPOrlllllilY to uilite MCl11b",rs of Congress and Adlllini:;lmliol1 officials afOlllld olle theme. Ik it 
Mcdic:ln,.:, agricullllrc, cducntion, the environment, t<l:>:I.:S, transportation. Of housing, the Republic,11l tnrgets 
rural America and hits il hard. 

Your p<lrlicipatiun in rural events this week has shown our deep commitment 10 rural America. and il has 
enabicd us tn plal1lhrcc days worth of Administration. Congressional. Siale <lnd local elected officials. and 
outside gronps events. 

I'I~INCII)AL EVENTS 

The week will center on three events: 

Chier of Stall' Panetta, Sccretmy Glickman, Senator Daschh.:, Congressman Gerhardt, 
Congressman Stenilolll1, lind numerous other Members orCongl'es~ will release 'our analysis 01' 
the sIHte-by-state imp:lct oCthe Rcpllblic:lnliudget Clits Oil rllr<ll /\meriGl (Wednesday, Odobe)" 
II). ' 

I'residential conference call with rural hospital administr:lIors in key districts (Thursday, October 
12). 

Vice I'resident/Secretary Glickman fural radio i!\!O key clistricts (Thursday, Octuber 12). 

I 
I 
~____________________________~_____J 



A,\lI'UFICATION EVENTS 

MMe thall 100 Administrations. ofllt:ials will p:micipate in ru~al impact CWltlS tn more limn i 10 
rural communities ~~ an unprecedented !evd oramplilkalion anivity (October 10,11,:100 12), 

. • 	 9 Cahinet I:vcnts 

63 SulrC:loinct..:.vcnts 

'24 RcgilmnJ Atimini,mmor ev¢ms 
';0 USDA Sfale Dln,:clo~ en:f1ts 

Congress/on;11 Me:~b..:;s will jo~n Acmia:stration oflicials at mOTe than 20 CVt:nts 
Cpngrcssiur,al ~-1ett! bers will join t\dmitt;stratlon officials at more than I no hi.ltcllitc tilld mdi!) 
in!erv!cIIIs. 


:\dmhi:;:rarllm events in 110 Hlra~ cO)lHmmitics 

l\d·ni,li;;:;'atit)ll tev::n(s in !ll\m: Inan 40 SI.:.nts 

}\,Li,;. ;is~rnt:t>l1 cv..:IltS in tin rerCl'l1t or uur li.lrgdcd nledia nlurkch. 


M1 )fC [bn 1:;{ l);:mocr<11ic ciI.':c:cd oBlciills have also comm ;t\cd tn dill..:!' Juinlng Ad:);i:'is; ra1 ion 
ntliciais <I, ~VCIl:S, 01: hos!ing their own CHinls, 

!-4 Governor:;: \.:venls 


29 Mayo~ Ch':lIts 


E!;;-ckd Onlci:lls events in more than 140 cl1it!S 




• October 7, 1995 

To: ams Ieugo, Barry Toiv, Alan Cohen 

From: Gene Sperling 

Subject: Medicare Lock Bo" Answers 

Q: HOUSE REPUBUCANS SAY THAT THE MEDICARE CUTS ARE NOT TO PAY 
FOR A TAX CUT AND TO PROVE IT THEY ARE GOING TO VOTE ON 
MEDICARE CUTS SEPARATELY TO SHOW THAT IT IS FOR MEDICARE 
ALONE?R 

A: Here are the facts no One can dispute: they could lower their Medicare cut by $150 
billion -- take away every penny of extra premium increase. extra deductible -- by 
simply lowering their tax: cut by $150 billion. ·No accounting gimmick; nO separate 
account can hide that fact. 

The Republicans a are like a person who cuts $5000 in health care for their family for 

• 
a 55000 Las Vegas vacation~ and when he is caught~ denies he is cut1~ng health care to 
pay for a vacation. because he promises to put that $5000 in a special trust account to , 
pay for food and rent. Anyway you slice it, if that guy didn', have to pey for a $5,000 
Las Vegas vacation, he wouldn', have to cut $5,000 in health care for his family. And 
anyway you slice it) if the Republicans didn't have to pay for a $245 billion tax cut 
going largely to the wealthy, they would not have to cut an extra $270 billion of 
Medicare. ($150 billion more than is needed to secure the Trust FundI . 

. 
Q: BUT REPUBLlCAl'!S IN TIlE SENATE SAY THAT THEY ARE CUTTING 
MEDICARE PART B AND PUTTING ALL OF THAT INTO THE MEDICARE 
TRUST FUND. DOESN'T THAT ANSWER YOUR CHARGE? 

A: [Repeat] Here are the facts no one can dispute: they could lower their Medicare cut 
by $l50 billion -- take away every penny of extra premium increase, extra deductible 
-- by simply lowering their tax cut by $150 billion. NQ accounting gihJrnick; no 
separate account can hide that fact. ' 

Indecd~ they are admitting that about $150 billion of their Medicare go 'to the general 
fund that is used for paying for a ta:r; cut -- not paying for the Medicare Trust Fund. 
Then they say that they will transfer that $150 billion from general fund to the 
Medi"are Trust Fund. Well they could do the same good for 'he Trus' Fund by 

• 
lowering taxes by $150 billion so that they could lower their extreme Medicare cut by 
$150 billion. ' 

, 
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• 	 October 9, 1995 

MEMORANDUM FOR GENE 

FROM: PAULlNE 

SUBJECT: The Medicare eligibility age and African American men 

Peter Orszag and I came up with the following two accurate descriptions of the impact of 
raising the Medicare eligibility age for African American men: 

I) 	 Based on the most recent data, for the 20 year-old African American man with 
the average life span, raising the Medicare eligibility age to 67 means he will 
never receive Medicare. (Based on estimates from the U.S. National Center 
for Health Statistics, 1994.) 

• 
[Note that the median life span -- when half the 20 year-old African American 
men are expected to die -- was about 68 in 1991, above the average age of 67.] 

2) 	 Based on the most recent dala, the typical 20 year-old African American male 
will lose 66% of his time on Medicare if the Medicare eligibility age is 
increased. By contrast, the typical white 20 year.old person will.lose 14% of 
their time on Medicare. (Calculations based on estimates from the U.S. 
National Center for Health Statistics, 1994.) 

[This is because the median or typical African American has a life span of 68 
years and will therefore lose two of his three years on Medicare, while white 
people have a life span of 79 years and will therefore only.lose 2 of their 14 
years on Medicare.] 	 , 

Both are technically accurate statements but Peter feels much more comfortable' with the 
second one because: 

• 	 African American men almost live long enough now to receive Medicare at 67 
(their average life expectancy is 66.9 years) and they're living longer each year 
so the average age will probably be above 67 in 2022. 

• 	 He is concerned that people may get the wrong impression and will restate it as 
"raising the Medicare eligibility age wipes out Medicare for Afri~an American 

• 
men." This was a concern that other government analysts voiced, but they 
could not suggest a better way to discuss this legitimate issue. 
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, RAISING THE MEDICARE ELIGIBILITY AGE 
9ctober 9, 1995 

• 
The Senate Republican Medicare plan would gradually raise the Medicare eligibility age from 
65 to 67, beginning in 2003. MilIions of Americans would hl.lVe to work longer and pay 
more taxes to get fewer years of Medicare, while others who could nut continue to work or 
could not get private health insurance would have to go without health insurance. 

Background on the proposal. The Senate Republican Medicare plan would gradually raise 
the Medicare eligibility age from 6S to 67, beginning in 2003. The increase would match the 
scheduled gradual increase in the Social Security normal retirement age. For 35 year·olds 
working today, raising the eligibility age will mean paying taxes for two additional years and 
receiving two fewer years of benefits, For 45 year~olds, it means one more year of paying 
taxes for one fewer years of benefits, [Gene ~ these are the ages that HHS gave me and 
which I get based on the Green Book, but Glen at TreaslJry sent me conflict information so J 
will recheck them again.1 

Raising the Medicare eligibility age differs fundamentally from raising the,sodal 
Securitynormal retirement age. Social Security provides early retirees with partial benefits 
beginning at age 62. The Republican Medicare pian would n01 allow people into Medicare at 
age 65, even if they purchased the coverage themselves. 

• Raising the Medicare eligibility age will increase the number of uninsured., Most people 
retire and begin receiving Social Security at age 62, and often must wait until he or she 
qualifies for Medicare at age 65 to receive health insurance: 	 ' 

• 	 Almost 18 percent of non~working 60-64 year·olds lack health insurance' 
(AARP based on CPS datal Many people who are iaid off in their ';Os and 
60s cannot buy health insurance at any price. 

*' 	 Over half of all 65 and 66 year,old retirees report thai they have no employer
provided health benefits. And this number is increasing rapidly. Abolll 20% of 
aU 6S and 66 year~olds rely entirely on Medicare for tbeir health iflsurance. 
Thus. without Medicare, many will have to buy expensive individual coverage 
or go without health insurance, [U.s. Dept. of Labor based on the CPS, 
March and September 1994, April 1993.] 

While 	Amerkans art living long-erf many cannot work longer. Over 33 million workers 
are employed in physically demanding occupations (BLS, unpublished tabulations). and 
therefore may not be able to continue to work after age 65. At least 25% of people retiring 
before age 65 :;top working primarity for health reasons. (Social Security }Julie/in 52, p, 66.) 
The age at which people stop working has been declining for decades, and most people now 
begin receiving Social SecuritY at age 62. (SOCial S'ccurity Bulletin, Annual Statistical 

• 
Supplement, 1994.) 	 . 

DRAFT - :>tOT FOR CITATlO:>t 
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Raising the Medicare eligibility age would especially hurt women and minorities • 

• 	 Women and minorities are less likely than wbite men to have emPIOyJr..provided 
health c.are coverage. Only 17 perrent of female retirees and only 17 percent of n<)n~ 
white retirees ages 55 and over are currently covered under a previous employer's 
health plan, (U.s. Dept. of Labor, "Retirement Benefits of American Workers/' 
September 1995.) 

• 	 Afrit;an American men especially will lose much of their Medicare benefits because 
they have a shorter life expectancy. Based on the most recent data. the typical 20 
year~oJd African American male will lose 66% of his: time on Medicarb if the 
Medicare eligibility age is increased. By contrast. the typical white 20' year-old person 
will lose 14% of their lime on Medicare. (Calculations based on the U.S. National 
Center for Health Statistics, 1994.) 

OR 

Based on the most recent dat~ for the 20 year-old African American man with the 
average life span, raising tbe Medicare eligibility age to 67 means he will never 
receive Medicare. (Based on estimates from the U.s. National Center Jor Health 
Statistics, 1994.) 

Raising the Medicare eligibility age will raise out..of,.pocket (osts for health insul'auce. 
Private individual health insurance comparable to Medicare is Hkely to exceed $5,000 a year. 
(CPS March 1994,) The Labor Department estimates tbat couples age 65 and 66 combined 
would pay about $7.000 a year more either directly from buying private health insurance or 
higher premiums from former employers. or indirectly from continuing to work or reentering 
the labor force at lower wages due io the higher health care costs 10 employers_. SUdl <:05tS 

would be prohibitive for many Medicare beneficiaries, About 75% of all Medicare 
beneficiaries have incomes below $25,000. About 200h. of the people aged 65 and 66 who 
rely entirely on Medicare are living below the poverty line ~~ less than $7.500. (CPS, March 
and September 1994, April 1993,) 

Raising the Medic-al'e eligibility age will incl'ease (osts to employers, It would place an 
additional burden on employers who hve to pay for additional years of insurance for oider 
and retired workers, About 1.6 million retirees receive health benefits through 'an employer 
sponsored plan, either directly or through a spouse. (CPS, April 1993, September 1994.) 
VirtuaHy all of these plans are integrated with Medicare and will likely have to be 
restructured or terminated. causing huge disruptions and contentious legal issues. According' 
to the chair of the Corporate Health Care Coalition, employers would immedialely have to 
disclose their additional liabilities in financial reports, [NY1: "Retirees' Group Attacks G.O,P, 
Health Plan," 10/6/95.1 

• 	 DRAFT - NOT FOR CITATION 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFiCE OF MANAGEMENT AND BUDGET 

WASHlNGTON, D.C. 20503 
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TO: 	 Leon Panetta 
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Bob Rubin 
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Carol Rasco 
Bruce Reed 
Chris Jennings
Pat Griffin, 
Barbara Chow 
John Angell 

Martha Foley 

George Stephanopoulos 


Gene spewrl~~)! 61
FROM: Larry Haas '/.7

/QP 

Attached is a draft of the Senate Re'concilia.tion letter; 
addressed to the senate Leadership and to the Chairman and 
Ranking Member of the senate Budget Committee. 

I know that some of you didnft have the time you wanted'to review 
the House letter from Alice, which went to the Hill early 
yesterday, but we remain on a very tight time frame. The senate 
Budget Committee plans to act on reconciliation as early as 1 
p.m~( tomorrow~ That means, unfortunately, that r need' 
everyone's comments on the Senate letter by the end of today, say 
7 p.m. We need time to incorporate your comments and suggestions 
into the final letter. ' 

On"the other hand, this letter closely mirrors the House letter,· 
which you have already seen. Consequently, I wouldn/t expect
that your review of the Senate letter would take long. ' 

If the Senate Budget Committee's schedule slips, we will let you
know immediately and ease up on the schedule. That's about the 
best we can do. 

Please fax your marked up copy to me at 5-7298 or hand-aeliver it 
to OEOB, Room 253 -- or call me (S-7254) or Chuck Konig~berq .(5
4790) with general comments. 

Thanks for all your help+ 



. '\'. 

Honorable Pete V. Domenicl 
Chairman 
Committee on the Budget 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

I am writing to transmit the Administration's views on the actions that Senate 
committees have taken to comply with their budget reconciliation instructions. 

You should have no doubt about the President's position: If rewneiliation legislation 
were sent 10 him with the extreme spending cuts and huge Ial< cuts called for. in tbe budget 
resolution, he would veto the bill. The President has stressed the imporlance of finding 
common ground with Congress on a budget plan that will best serve the interests of the 
American people. 

As you know, the President shares the goal with congressional leaders of balancing 
the budget. But, as the President and his senior advisors have rePO>tedly noted, the 
Administration has profound differences with the overall approach that Congress has adopted 
to reach that goal: 

• The President's plan: The plan, wbicb tbe President announced iii, June, would . 
protect Medicare until 2006 and retain Medicaid as an entitlement; invest in education 
and training and other priorities; and provide for a targeted tax cut to' help 
middle-income Americans raise their children, save for the future, and pay for 
postserondary education. . 

To reach balance within 10 years, the President would eliminate wasteful spending, 
streamline programs, and end unnceded subsidies; take the first, serious steps toward 
health care reform; reform welfare to reward work; cut non-defense discretionary 
spending (other than the President's investments) 22 percent in real terms in 2002; 
and target tax relief to those who really need it . 

• The Republican piau: The Republican plan - as reflected in the committee'. 
reconciliation provisions and earlier congressional budget actions - would reach 
balance in seven years, and, at the same time, provide a huge tax cut' whose benefits 
would flow disproportionately to those who do not need them. . 



I 
To·reach balance under those circumstances, the Republican plan would cut deeply 
into such mandatory programs as Medicare, Medicald, student loans, food stamps, 
and foster care, and would raise taxes on millions of working familieS by slashing the 
Earned Income Tax Credit (BITC). By extending the discretionary caps at GOP-
proposed levels, the Republican plan would force deep cuts in virtually all \ 
discretionary programs, including education and trnining, science and:technology, and 
other investments that would help raise average living standards. 

The President believes strongly that, while his approach reflects the common ground 
that Americans share, the Republican plan reflects an extreme and unwise approach that will 
hurt average Americans and help special interests. He has repeatedly urged Congress to 
work with him on a more reasonable path that will help raise average living standards in the 
future. 

The Republican llU\iority, however, has shown little inclination to move to a more 
responsible path. The Finance Committee, for instance, has passed deep, unwarranted cuts 
in Medicare that would raise costs for beneficiaries and sharply cut payments to providers, 
jeopardizing access to, and the quality of, care. In addition, Finance would!convCrl 
Medicald into a block grant and limit its annual growth. Given such a low rate'of growth, 
states would face untenable choices: cutting provider payment rates, cutting .benefits, or 
dropping coverage for beneficiaries. Furthermore, Finance would end standards needed to 
protect residents of nursing homes and not ensure coverage for some of the most vulnerable 
Americans - poor adolescent children. 

The Republican tax plan hurts working Americans. The Finance Committee would 
raise taxes on 11 million working families by cutting the ElTC. And it would make unwise 
cbanges to pension fund asset reversions -- making it easy for companies to withdraw 
nexcess· pension assets -- threatening the retirement benefits of workers and increasing the 
exposure of the Pension Benefit Guaranty Corporation, which guarantees these benefits. 
Coincidentally, the Governmental Affairs Committee would raise Federai employee 
retirement contributions - which is tantamount to raising employees' taxes. 

We also understand that the majority will place the Senate-passed welfare reform bill 
in the reC'.onciliation bill. When added to food program and EITC cuts elsewhere in 
reconciliation, the total low-income program cuts are excessive. While we1fare clearly needs 
reform, its primary purpose should be to move penple from welfare to work, not reduce the 
deficit. The cost of excesSive program cuts in human terms -- to working families, families 
with small children, low-income immigrants, disabled children, and the elderly receiving 
Supplemental Security Income -- would be grave, The Administration propose.'l a more 
acceptable level of cuts, coupJed with strong programmatic refonns. 

Other committees are making cuts in programs that would adversely affect millions of 
students and their families; children; the p<xIr of all ages; farmers; and the environment. 

The Senate Labor and Human Resources Committee would raise college loan costs to 
middle- and low-income students and parents, and tax colleges and universities, In 

. particular, the Committee wou1d cap the Direct Student Loan Program, re~ersing the 
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program's llignificant progress and ending the participation of over 600 schools and hundreds 
of thousands of students. These actions hun middle- and low-income families, make student 
loan programs less efficient, perpetuate unnecessary red tape and burden on schools, and 
deny 10 students and schools the free-market choice of guaranteed or direct loans. 

The Agriculture Committee would cut farm spending over three times more than the 
President, reducing farm income and jeopardizing recent record gains in U.S. farm exports. 
Also, it would cut food stamps too much -- even more than the Senate welfare bill 
threatening the nutritional safety net for children, the elderly, and working families. 

The Energy and Natural Resources Committee would open the Aretic:National 
Wildlife Refuge (ANWR) 10 oil and gas drilling, threab>ning a rare, pristine !'COsystern, in 
hopes of generating $1.3 billion in federal revenues - a revenue estimate based on wishful • 

thinking and outdated analysis. Moreover, the potential for long-term damage to this 
biologically-rich wilderness is simply too great. The Administration, instead~ supports 
efforts to protect the refuge's coastal plain permanently.. . 

I 
Alnoady, the President has made it clear that he will veto any reconciliation bill that 

includes Medicare and Medicald cuts of the size that the budget resolution calls for. Also, as 
I wrote to the Energy and Natural Resources Committee on September 21, the President will 
veto any reconciliation bill that opens ANWR to oil and gas drilling. But our serious 
concerns do not end with the specific veto threats that we have issued. For !he wide army of 
reasons discussed in this letter, this bill remains unacceptable to the Administration and to 
the American penple. 

This nation was founded on the dream that all families should be given the 
opportunity to improve their lives and the future of their children. The Republican plan 
undermines that dream and promotes the wrong set of priorities for the nattoin, 

Attached is a more detailed review of our concerns. 

Although we have major differences with Congress at this point. we hope to work 
with you ~) find a common path 10 balance the budget in a way that will improve the 
standard of living of all Americans. 

Sincerely) . 

Alice M, Rivlin 
Director 

Attachment. 

Identical leiters sent to Honorable 1. lames Exon 

Honorable Robert Dole, and Honorable Thomas Daschle : 
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CONCERNS WITH SENATE RECONCILIATION PROVISlpNS 

SENATE AGRICULTURE 

Fann polley 

The Administrntion objects to the $13.4 billion cut in farm program spending over 
seven years - well over the $4.2 billion in seven·year savings in the President's balanced 
budget plan. Cuts of the Senate's magnitude would unae<:eptably reduce U.S. farm income 
and damage U.S. agricultural export opportunities in the world economy. 

The bill does not direct funding !O those who most need it, and would punch holes in 
the safety net for family farmers; while it would significantly protect large,scale farming, it 
would not significantly protect small·scale farming. 

•
Moreover, farmers would no longer have to participate in the Federal Crop Insurance 

Program as a condition of receiving farm program benefits, potentially undoing the major 
reforms only recently achieved in that program. 

I 

The bill would cut international trnde promotion and market development assistance. 
It would cut the Export Enhancement Program by 20 peroent a year, and the Market 
Promotion Program by 32 percent a year, diminishing our ability to compete in international 
markets -- in stark contrast to our competitors who continue to subsidize their farmers 
substantially. ~ 

In addition, the bill would cut incentives for voluntarily accomplishing conservation 
goals~ It would cut the Conservation Reserve Program in half (costing about IS million 
acres of resource protection), compared to the Administration's baseline. It would prohibit 
the Wetland Reserve Program from offering permanent easements, thus requiring USDA to 
pay multiple times for the same piece of land in order to protect wildlife and water quality~ 
Especially at a time when regulatory controls for wetlands protection are under attack, 
Congress should not cut incentive-based programs so drastically. 

Food Stamps and Child Nutrition 

The committee's proposal includes the Senate welfare bill's food stamp provisions and 
other prov\sions~ All told, the committee would cut food stamps by $31 billion .. $4 billion 
more than the Senate welfare bilL The President'. balanced budget plan includes a 
preferable funding level, saving $19 billion over seven years but preserving uniform, national 
eligibility for most of tilose now entitled to the program. We must preserve the national 
nutrition safety net. which assists about 27 million low-income children, elderly and working 
families. ' 

The Administration strongly opposes the food stamps block grant opti,on, which the 
Senate welfare bill includes, By not requiring that all assistance go for food~ the Senate 
would endanger the national program and move toward abdicating the federal role in 
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combating hunger. Especially if Congress creates an AFDC block grant, we must preserve a 
national food stamp entitlement program;. national nutrition program helps put food on the 
table for low-income families who may lose their cash assistance. Nevertheless, most of the 
Senate's proposed changes to nutrition programs improved upon those in the House welfare 
bill. The Senate, for instance, rejected block grants for child nutrition programs and WIe. 

The Administration strongly believes that all food stamp spending should go for food 
assistance, not just 80 pencenl, as the Senate block grant option would permit. Federal 
nutrition programs have produeed measurably better health among the many people who get 
food assistance. National nutrition standards and a funding mechanism that lets the programs 
expand to meet greater needs In times of national or regional economic hardship are essential 
to feasible welfare reform. 

SENATE ARMED SERVICES 

The Administration is pleased that the Senate chose not to break faith with our service 
men and women by changing the method for computing military retirement pay, hut instead 
chose to allow Increased sales from the National Defense Stockpile to offset defense 
mandatory program Increases. 

The committee also proposeS to sell the Naval Petroleum Reserves, as. the President 
proposed. The Administration urges Congress not 10 rush the sale, enabling the federal 
government to receive full market value for the assets. 

SENATE IlANKING. HOUSING, AND URBAN AFFAIR& 
. 

Banking Insurance Fund (BlF)/Savings Association Insurance Fund (SAlF) 

The Administration strongly supports the Committee's action to deal with the financial 
problems racing the Savings Association Insurance Fund (SAIF). The legislation, however, 
should unambiguously accomplish SAIF's merger with the Bank Insurance Fund (BIF), and 
not depend on future congressional aetion to change or abolish the thrift charter. While 
issues surrounding the thrift charter are very impostant, they should not interfere with 
enactment ()f a comprehensive financial solution that includes· merging the deposit insurance 
funds. The Administration also is concerned that CBO may estimate that future . 
congressional action to trigger the fund merger carries a cost, creating a budgetary obstacle 
to the merger. I , 

HUn Rental Subsidy Annual Acljustmenl Factor 

The Administration is concerned about the equity of limiting the 1 percentage point 
cut in HUD', annual adjustment factor for subsidized rents to only one form of Section 8 
rental assistance ~- tenant-based certificates. The Administration prefers the House approach 
- consistent with the Administration', 1995 and 1996 budget proposals -- of extending this 
reduced ~~justment to all forms of Section 8 subsidies, including tenant-based certificates and 
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subsidies attached 10 projects. Congress enacted this approach for one year only as pan of 

the 1995 V AIHUD Appropriation Act, and will Jilrely enact it again in the 1996 

Appropriation. 


SENATE COMMERCE, SCIENCE, AND :tRANSPORTATION 

SpectnIm Auction 

The AdministIation applauds the Committee for including legislation'to raise funds 

from spec.1nlm auction, and believes the Committee's spectrum language is preferable to the' 
 ...
House Committee's. Unlike the House Committee's, the Senate provision provides for 

paying (fi'Om auction proceeds) the costs thaI federai agencies bear in migrating fi'Om one 

portion 01' the telecommunications spec.trum to another. This provision could be particularly 

important for the Departments of Defense aud Justice and the Federai Aviation 

Administration. We should not require agencies to absorb these costs in their discretionary 
appropriations. ,: 

Rail Inlrastmcture 

The Administration objects to the Committee's decision to spend $70 million over 
seven years to make available up to $100 million a year in guaranteed loans under the 
Federai Railroad Administration's Section 511 program. Railroads are financially healthy 
and have access 10 substantial fmaneing through the private capital markets, In this era of 
declining discretionary budgets, subsidized loans to private, profitable corporations are 
objectionable. 

The Administration also objects to spending $75 million to revive th~ l.ocal Rail 

Freight Assistance program. The Administration proposed to terminate this program in the 

1996 Budget, and both House and Senate appropriators chose to eliminate it as well. The 

federai government should not be in the business of handing out grants to private 

COrporatil:nlS. 

SENATE: ENERGY AND NATh'RAI, RESOURCES 

Arctic National Wildlife Refuge 
I 

As noted above, the President will veto any reeonciliation bill that opens the Arctic 
National Wildlife Refuge (ANWR) to oil and gas drilling. Exploration and development 
activities would bring physical disturbances to the area, unacceptable risks of oil spills and 
pollution. and long-term effects that would harm wildlife for decades. Moreover, the 
estimate that ANWR will generate $1.3 billion in fed.rai revenues from oil' and gas leasing is 
wishful thinking, based on projected oil prices in the year 2000 of about $30 per barrel -
even though the Energy Information Agency now predicts prices will only be about $19 per 
barrel. The estimate also fails to consider new geological information showing lower 
recoverable oil estimates and Alaska's claims that its Statehood Act entitles:;t to 90 percent 
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of all revenues - not 50 percent, as Ibe estimate assumes; 

H.rdroek MIning Refonn 

The Administration is concerned Ibat Ibe Committee's proposal to refoim the 
antiquated 1872 hardrock mining law would, in fact, leave it largely intact. Most notably, 
the proposal essentially retains the notorious patenting provision whereby Ibe government 
transfers billion. of dollars of publicly-owned minerals at relatively little charge to private 
interesl.'i. The proposed "net" royalty on proceeds from minerals production on federal lands 
has excessive deductions, and would raise only a small amount of money to compensate 
taltpayers or fund the cleanup of abandoned mines that are degmding water supplies and 
otherwise harming the environment. 

The Administration is concerned that.the Committee's proposal to refurm the 
antiquated 1872 hardrock mining law WOUld, in fact, leave it largely intact. Most notably, 
Ibe propo~lI retains the notorious patenting provision whereby Ibe government transfers 
billions of dollars of publicly-owned minerals at little or no charge to private' interests. The 
proposed "net" royalty on proceeds from minerais production on federal lands has numerous 
deductions and escape mechanisms, and would raise little jf any money to compensate 
taltpayers or fund the cleanup of abandoned mines that are degrading water supplies and 
otherwise harming the environment. Moreover, the proposal actually weakens the existing 
claim holding fue by enlarging Ihe 'small miner' exemption to cover the vast majority of 
existing claimants. ' 

Strategic Petroleum Rese ...... (SPR) 
, 

The Administration opposes selling an additional 32 million barrels of SPR oil, 
beyond the seven million proposed in the President's 1996 Budget and included in the 1996 
Interior Appropriations Conference Report. This proposal ignores the crucial energy security 
policy underlying the SPR. Because Ihe U.S. likely will grow even more reliant on Persian 
Gulf oil in the near future. we must not use our first line of defense against oil import 
disruption to balance the budget. The Administration has proposed modest sales of SPR oil 
and the reinvestment of a1] proceeds into SPR facilities. 

USEC Privatization 

The Administration is pleased that both the House and Senate bills advance prospects 
for selling the United States Enrichment Corporation (USEC). Generally, the Administration 
prefers the Senate version, although we oppose Senate provisions that would transfer 
exclusive rigbl.'i to gasrous diffusion technology from the Energy Department to USEC. In 
addition, Ihe Senate treatment of Russian umnium provides a fmmework to baJance 
antidumping concerns witb tbe national security goal of purchasing Russian high enriched 
umnium (HED). BUI, 10 effectively implement the HEU deal, the initial limit on using 
Russian uranium in the U.S; should be raised to 4 million pounds in 1998 (vs. 2 million 
pounds) and raised by 2 million pounds per year. , , 
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Addltlonal Concerns 

The Commil1ee also has chosen to use the reeonciliation bin as a catch-all for various 
objectionable policies, many of them having nothing to do with balancing the budget, They 
include: 

• 011 and Gas Royalties -- The proposal includes a number of provisions that would 
make royalty collection far mOte difficuU and costly for the federal government 

• Ward VaUey {CAl Land Transfer - The proposal to transfer this low-level 
radioactive waste storage site to the State of California (Which the Administration 
supports in concept) includes no environmental conditions -- ignoring the important, 
common sense recommendations of some of the nation' s leading scientists who have 
analyzed Ward Valley environmental and safety issues. 

• Communication Site Fees -- The proposal would implement a reviSed fee structure 
for radio and television communications site users on National Forest 'and Bureau of 
Land Management (BLM) lands, preventing both agencies from implementing a fair 
market value fee schedule that they (1) developed over the past three years to ensure 
taxpayers a fair return on the use of public resources. It would shrink and delay 
revenues to the Treasury, and to states and counties where the sites are located, 

• Aircraft Services -- The proposal would raise federal procurement costs by 
requiring the Interior Secretary to sell many of the aviation assets that Interior uses 
(e":opt for large firefighting aircraft). Interior now contracts 85-90 percent of its 
aviation needs with private firms. The aircraft that Interior owns and flies meet 
special needs, such as wildlife fire-fighting and scientific research, or are simply 
cheaper for the Department to own because they are used so often, 

• 1982 Redarnntion Ref.no Act (RRA) -- The proposal would allow large 
landowners to prepay, at a discounted rate, the highly subsidized d,#, they owe the 
U.S. for their share of capital costs of Bureau of Reclamation irrigation projects, 
These landowners would no longer Mve to pay the full water delivery costs for any 
acreage above 960 acres that they irrigate with water from Reclamation projects. . 
Congress should not provide an expensive. unjustified new break to large landowners 
who have already benefited substantially by their subsidized borrowing from the 
federal government. 

• Collbran Project Transfer (CO) -- The proposal would transfer this Bureau of 
Reclamation irrigation and hydropower project to the non-federal Collbran Water 
Conservancy District in the last quarter of fiscal 2000. By delaying the transfer, but 
not adjusting the price tag or covering the power debt, taxpayers would provide an 
unwarranted triple subsidy to the project's water district conservancy. 
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~TEFINANCE 

Medicare 

The Administration strongly opposes the magnitude of the proposed Medicare cuts .. 

$270 billion over seven years. While Republicans say the cuts are needed to "save" the 

Medicare Part A Trust Fund, only a fraction of the savings actually would go to the Part A 

trust fund. Most of the cuts .. shout $150 billion over seven years .. are in Part B, none of 

which would strengthen the Part A trust fund. These Medicare cuts are designed to finance 

the GOP tax cut. 


Further, the Republican plan imposes almost $70 billion in new financial burdens on .. 
beneficiaries. Most of it comes from setting the Part B premium to cover 31.5 percent of 
program costs. This increase is excessive and does nothing to strengthen the Part A trust 
fund. The GOP plan also more than triples the Part B premiums for some higher-income 
beneficiaries. For all beneficiaries, the Part B deductible would more than double by 2002. 
The GOP plan then compounds these direct new burdens on beneficiaries by imposing many 
hidden cuts that will force them, over time, to pay much more for their health care services. 

For example, the Senate's new 'Medicare Choice' option actually gives beneficiaries 

less choice. Though it promises to give beneficiaries free choice between traditional 

Medicare and all the options under Medicare Choice, the legislation applies distinctly uneven 

rules to Medicare and Medicare Choice, I11lIking the former much less attractive to providers 

than the latter. These incentives, along with a provision that applies the "failsafe" 

mechanism of more cuts only to the traditional program, would reduce providers' willingness 

to serve b(~neficlaries in traditional Medicare. This will restrict beneficiary choice, not 

enhance it. Medicare Choice, as structured in the GOP plan, also would promote adverse 

risk selection that could increase costs for the traditional program. The Administration does 

not support efforts to use Medicare b<ineficiari.. to experiment with untested concepts that 

could wealten the program. 


Medicaid 

Th" Administration strongly opposes both the magnitude of proposed Medicaid cuts .

which would cut federal payments to states by $182 billion, or 20 pereent, below current law 

-- and the conversion of Medicaid into a block grant. By 2002, the cuts would amount to a 

30 percent reduction below CBO~s estimate of the cost to maintain current services, To 

reach these savings, per capita hea1th care spending growth under Medicaid would have to 

fall to an "verage of 1.4 pereent a year over the next seven years; by contrast, per capita 

spending in the private Sector is projected to grow by 7.1 percent a y~ over this period. 

Given such a low rate of growth. states would face untenable choices: cutting provider 

payment rateS, cutting benefits I or dropping coverage for beneficiaries. Furthermore, in 

converting'Medicaid into a drastically smaller block grant program. the Committee bill 

reduces the guarantee of coverage on which millions of low·income families have depended. 


The bill also repeals protection for low~income Medicare beneficiaries under 

Medicaid. Currently, an estimated 5 million individuals are eligible for Medicaid assistance 
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with their Medicare premiums, deduetibles, and other cost sharing. The need was so great 

that congressional Democrats and Republicans supported creating the QualifiOd Medicare 


. Beneficiary (QMB) program. President Reagan signed legislation to create tJie program; 
President Bush signed a bill to expand it. 

The bill repeals federal nursing home quality standards and directs states to adopt 
whatever standards they choose. With an enormous cut in federal financial assistance, states 
may not be able to afford to develop and enforce standards to ensure a high quality of care 
and quality of life. 

The Administration is concerned that the Committee bill repeals the Vaccines for 
Children Program (VFC), a 100 pereent federally-funded entitlement for Medicaid-eligible, 
uninsured, under-insured, and Indian children. Although the bill requires states to cover 
immunizations for Medicaid-eligible children; thousands of uninsured, under-insured, and 
Indian children would lose coverage. Further, in converting Medicaid into a·drastically 
reduced block grant, federal funding dedicated to immunizing children would fall, threatening 
our efforts to insure that 90 percent of all children under age 2 are properly immunized for 
the initial, and most crucial, doses of vaccine. 

Earned Income Tax Credit (EITC) 

The Administration strongly Objects to the Committee's proposal to cut the BITC by 
$43.5 billion over seven years, raising taxes on 17 million households. These changes 
represent U,e antithesis of welfare "reform": They would make work pay less. penalizing 
those who play by the rules. About half of the savings would come from rolling back OBRA 
'93 expansions -- ehding the credit for childless workers, and repealing the scheduled 1996 
increase for families with two children. The other half would come from reducing the 
income level at which the BITC is phased out, counting child support and non-taxed social 
security toward the phaseout, and modifying the limitation on asset income. 

i 
The Administration believes strongly that Congress should not raise taxes on working 

families to finance tax breaks for the well-off. It should limit its changes to the compliance 
improvements that the Administration has proposed. 

Tax Cuts 

The Administration strongly opposes the Committee tax cut; it is fiscally irresponsible 
and would make the tax law more compiex, encourage tax shelters. and provide a 
disproportionate share of benefits to high-income families. At a time when Congress seeks 
to save almost $1 trillion to balance the budget, adding another $245 billion to the delicit 
through lower taxes forces more drastic cuts in public services and benefits for lower- and 
middle-income families. Without lhis big a tax cut, Congress would not need the drastic cuts 
io Medicare in the budget resoJution, including the increase in premiums for the elderly at all 
income lev~~ls. ' 

The tax cuts provide large benefits to those who need them the least. ,The vinual 

elimination of the corporate alternative minimum tax (AMT) will enable many prolitable 
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, ,• 
corporations to avoid paying any income tax at all. The capital gains cut is overly generous, 
disproportionately benefits upper-income families, will make the tax law more complex 
through the indexing provision, and will encourage tax shelters. Overall, xX P'lrtellt of 
benefits from the Finance !all bill will accrue to families with incomes over $100,000 (the 
top 12 peroent of families). 

Pension Reversion 

Th" Administration strongly opposes the "pension reversion" provision that would 
permit companies to withdraw "excess" pension assets. As the Pension Benefit Guaranty 
Corporation's board members stated in an Oetoher 17 letter to Chairman Roth, the Senate 
provision would "result in the removal of billions of dollars from the pension system, 
endangering workers' retirement income for the purpose of paying current expenses. This 
would increase the risk of loss for workers t retirees and the pension insurance system. 
Despite the nominal restrictions imposed on the withdrawals, me proposal would effectively 
allow companies to remove assets from retirement plans and use these funds 'for any 
purpose ... ." 

Such reversions also risk a repeat of me.pension raids of the 1980s, when reversions' 
helped fuel corporate takeovers and buyouts. This short-sighted provision risks undermining 
our private retirement system. 

Child Support Enforcement 

The Administration has significant concerns about a Committee proposal to mandate 
that, to recoup administrative expenses, States collect an amount equal 10 a $25 application 
fee and a 10 percent fee on all non-AFDC child support collections. Such a fee, amounting 
to a cut in income, would unduly burden Jow- and moderate-income families; possibly 
forcing some back on AFDe. I 

Welfare Refonn 

AFDC. Job Training and Child Care.. The Committee included the.Senate-passed 
welfare reform bill in its reconciliation package. The Senate bill is vastly pr~ferable to the 
House welfare bUl, but the inclusion of welfare reform legislation in reconcil~ation raises 
important issues: 

• Without sufficient child care funding, welfare reform wiH prove an enormous 
unfunded mandate on states. The Administration recommends that Congress improve 
the final bill by adding more child care money, not less, . 

o Congress should require states to provide a permanent maintenance of financial 
effort. 

I 
• Congress should expand the mechanisms, such as contingency and loan funds, that 
help states cope with economic downturns, making them more consistent with 
estimated need. From 1989·93, AFDC caseloads grew by 32 percent 'and AFDC 
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spending by $8 billion. But the Senate welfare bill', contingency fund provides only 
S I billion over seven years. 

Supp/emelUlJ/ Securlry income. Both the House and Senate bills go too far in the 
changes they would makl: to the 5Sl children's disability program. In general, the 
Administration favors the Senate provisions over the House bill's deep cots, which go far 
beyond what's needed to correct the program's recent growth. The House bill would 
eventually prevent nearly a million disabled applicants who could be eligible under current 
rules from receiving cash assistlllloo. We support the bipartisan Senate decision to continue 
'to provide 5S! cash benefits for all eligible children. But we strongly urge Congress to 
reduce hardship to disabled children now on 5S1 by exemptiog them from these, stricter 
eligibility rules. If Congress applies these rules to corrent 581 recipients, however, the ,,
Administration recommends only applying them to children eligible as a result of maladaptive 
behavior. 

The Administration also recommends the deletion of a Senate provision that would 
gredually raise the age requirements to elderly pour applying for SS! from 65 to 67, 
parallelling the rising age requirements for Social Security. The apparent corsistency of this 
change masks an important difference between these two programs: Social Security recipients 
can retire early and get benetits, and most do so, but no early eligibility age exists for SS!. 
The Senate added this provision at the last minute without adequate public scrutiny and 
debate; Congress should drop it. : 

, 
Benefits to Immigrants. Both the House and Senate bills go too far In cutting benefits 

ta legal immigrants, and shifting costs to states with high numbers of immigrants. The 
Administration supports holding sponsors who bring immigrants into this country more 
r.sponsib\<: for their well·being, but Congress should make these changes equitably. The 
House bill bans benefits for over a million immigrants who are now enrolled in SSt, 
Medicaid. or food stamps. The Senate bill's benefit restrictions distinguish between 
immigrants with and without sponsors. This is a more sensible approach than the House bilL 
The Senate bill, however, should include the immigrant exemptions of the H!"use bilL 

, 
, 

The Administration strongly opposes the Senate provision that would discriminate 
against U.S. citizens by denying berietits to legal immigrants even after they; became 
naturalized citizens. We cannot have two categories of citizens. Equally objectionable is the 
Senate provision that would establish a class system for American citizenship by requiring 
sponsors' income to exceed 200 percent ofpoveny. Working families who are U.S. citizens 
should not have to pass a wealth test to be reunited with a family member. In addition, 
fairness dictates that Congress adopt the House provisions that exempt froro benefit cut-offs 
those over age 75 and those too disabled to complete the naturalization process. 

Severa! further changes could make the legislation more acceptable to the 
Administmtion, Immigrants who become disabled after entering the country' should be able 
to get 5S!. Benefit restrictions should not apply to discretionary programs and such 
mandatory programs as student loans and the social services block grant; the administrative 
burdens on these programs of verifying everyone's citizenship is significant.~and the budget 
savings are negligible. In addition, refugees and others who came to the U.S. to avoid 
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persecution should get adequate time to naturalize before being subject to benefit restrictions. 
Finally, the Administration has serious reservations about the bill's application of these 
provisions to Medicaid. 

SENATE GOVERNMENTAL AffAIRS 

Civil Service Retirement 

The Admi,nistration is concerned about the Committee's proposal to ~se employee 
retirement contributions, which is tantamount to raising employees' taxes, We should not 
raise taxes on federai employees at a time when we are reducing the number 'of them and 
asking those that remain to provide the American people with a government that works better 
and cos", less. 

Also, the Administration is concerned about a Committee propOsal to delay the cost of 
living adju:;trnent (COLA), from January to April for federal civilian retirees. Unlike private 
and military retirees, most current federal civilian retirees are not covered by Social 
Security, making them entirely dependent on their retirement benefits to maintain an adequate 
standard of living, I 

SENATE JUDICIARY 

Patent and Trademark Office (PJ'O) f.... 

The Administration is concerned about the Committee's proposal to extend the patent 
surcharge fund, and to deny PTO rull access to its rees without discretionary appropriations. 

Congress has not appropriated the full amount of fee revenues that PTO collects for 
its own use. This withholding of fees increases patent pendency and delays the deployment 
of new technology to the marketplace. The President's budget supports the elimination of 
the patent surcharge fund beginning in fiscal 1999 and the PTa's full access, without 
appropriation, to all fees. 

SEriJ\.TE LAllQR AND HUMAN RESOURCES 

Student Loans 

The Committee would get over 60 percent of its $10.8 billion in savings by cutting 
educational assistance to students and parents, and taxing colleges and universities. The 
Administration strongly opposes all of these provisions. 

The President's direct lending program has been a great success, saving money and 
increasing access to education. Thus, the Administration strongly opposes the Committee's 
proposal to cap it. The program is easier for institutions to administer than the guaranteed 
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loan program and gives students more flexible repayment options, including )neome· 
contingent repayment. By capping the program at 20 percent of tolal federal student loan 
volume, the Committee would eliminate up to half the institutions tbat are participating (1) 
in this streamlined loan program. It also would prohibit other institutions from participatiog, 
inclUding those that have already applied. 

The Administration strongly opposes the Committee's proposed end to the federal 
subsidy of interest payments that Stafford loan recipients receive during the 6·month "grace 
period"; Ulese students' costs eould rise as much as $700. In addition, the Administration 
strongly opposes the Committee's increase in the PLUS loan interest rate as well as its tax of 
O.8S percent of total federal loan volume on institutions of higher education, which would 
penalize institutions in which a high proportion of students take out loans.' 

The Committee proposes large cuts in the funding needed to administer financial 
managemt'nt and to avoid fraud and abuse in the guaranteed loan program. These cuts would 
seriously weaken the Education Department's ability to insure that taxpayer Tunds are 
properly used and accounted for. 

SENATE YETERANS' AFFAIRS 

GlblU 

The Administration is concerned about the Committee's proposed increase in the GJ 
bill contribution rale, which would effectively cuI the base pay of most firsl~y= enlistees'by 
3.5 percent. The GI bill is a valuable recruiting tool of Ihe Services; an increase in the 
required contribution could have an adverse effect on military recruitment. ' 

o 
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• 	
THE WHITE HOUSE 

WASHINGTON 

November 2, 1995 

MEMORANDUM FOR THE PRESIDENT 

FROM: 	 ERSKINE BOWLES 

LAURA TYSON 

GENE SPERLING 

THE BUDGET WORKING GROUP 


SUBJECT: 	 Budget Working Group. Report For November 2, 1995 

• 	 Rapid Response to House Vote on Environmental Riden. At this morning's Working 
Group meeting, it was decided that a rapid-response statement from you should be released 
in the event that the House voted to eliminate the special interest environmental riders. Ten 
minutes after the vote, Mike McCurry released your statement on enviroru:nental riders. 

• The AP wires ran a quote from your statement, saying. the riders are "a step in the 
right direction" but the Republican budget "still dismantles vital protections to keep 
our nation healthy, safe and secure." I 

• 	 Direct Lending. Secretary Riley's press conference today with Senators Biden, Harkin, 
Kennedy, Levin. Murray. Robb, and Simon was well attended by the media. including AP. 
Gannett. McNeil-Lehrer, and the Chronicle of Higher Education. The Secretary stated that 
"Panisan politics and special interests are winning out over common sense and the best 
interests of students. schools and taxpayers." 

The Secretary concluded by reading from a letter from you to him where you 
explicitly directed Congress not to "send me a bill that limits th~ ability of schools 
to choose whether to be in Direct Lending." 

The AP wires quoted from your letter: "Those who propose to end direct lending 
are putting the interests of middlemen and special interests abov~ the interests of 
students." I 

• 	 Medicaid Reporters Briefing. Chris Jennings and Admin. Bruce Vladec~ of HCF A held a 
press rowldtable today attended by wire services, trades. and national press (see attached 

• 
list). Points emphasized include the changes in the GOP state-by-state m~dicaid fonnula 
(attached), nursing home refonns. and spousal i~poverishment. 

• 	 Health Care Radio. Chris Jennings was interviewed today during the m~ming drive-time 
on 7 radio stations. including the number one talk stations in Manchester. New Hampshire. 
Cedar Rapids. Iowa. and Dayton. Ohio. 	 I . 



• THE WHITE HOUSE 

Offi.. of the P..... Secretary 

For Immediate Release November 2, 1995 

STATEMENT BY THE PRESIDENT ON ENVIRONMENTAL RIDERS, 

Today'. vote on the 17 special interest environmental riders is a step in the right 
direction. but we still bave a long way to go if we are to stop Congress' assault on public 
health and the environment. 

• 
Even with the elimination of the riders, the Republican budget still dismantle. vital 

protections that keep our nation healthy, safe, and secure. It still cUIS funding for 
enforcement of environmental laws in half. America cannot protect the environment if we 
gut enforcement of anti-pollution laws. 

As important as todayls vote was, Congress' responsibUity does not end here. Now, 
Congressional Republicans mUst tJlke the next steps and change their bill to fully proteel 
public health and the environment. As we balance the budget in the interest of our 
children. we must not leave them a world that is more polluted and less livable. 

30-J0-30 

• 




• THE WHITE HOUSE 

WASHINGTON 

November 2, 1995 

The Honorable Richard W, Riley 

Secretary of Education 

Washington, D.C. 20202 


Dear Secretary Riley, 
• 

As the Congress moves to Conference on reconciliation. I wanted to,
reaffirm to you my position on Direct Lending. 

,
I strongly oppose the Congressional majority's efforts to eliminate 
or cap the Direct Lending program. 

, 

• 
Our goal should be to do everything in our power to promote 
opportunity for all Americans by making it more feasible for more 
families and students to realize the dream of a college education . 

Direct Lending works to promote the goal of opportunity; This 
program is already saving taxpayers billions of dollars, while 
getting college students their funds faster. with les~ ,government 
red tape, better services,' and less administrative costs for 
colleges and universities. By allowing students co pay·back their 
loans as a small percentage of income over time, the Direct Lending 
program also allows students to choose the occupation of their 
choice and improves their ability to repay the money they borrow 
and CUt the default rate. 

Those who propose to end Direct ,Lending are putting the interests 
of middlemen and special interests above the interests of students. 
The best solution to ~he current dispute is for us in Washington to 
give schools across the nation the freedom to choose the student 
lending program that works best for them. We shoulq let the mark~t 
work by letting the consumer decide. 

Every school should have the option to join Direct Lending. Let's 
r.ot take that choice away by Congressional mandate. So let me be 
clear to Congress: do not send me a bill that limits the ability of, 
schools to choose whether to be in Direct Lending. 

Si:J.cerely, 

.~ 




UNITED STATES NIt--WS.DEPARTMENT OF EDUCATION 

FOR IMMEDIATE RELEASE Contact: Jane Glickmin (202) 401·1307 
November 2. 1995 Stephanie Babyak (202) 401·2311 

STL1>El"TS. SCHOOLS TO 8E DROPPED FROM DffiECT LENDING 
UJl,1>ER COl"GRESSIOSAL 8UDGET PLAN 

Congress is preparing to kick out thousands of college students and hundreds of 
. 

schools from (he new direct loan program. Appro:timately 2 million college students at more 

than 1.350 schools have direct loans. 

Under. direct lending. studems bypass the maze of lenders and other middlemen that 

comprise the old guaranteed loan system and borrow directly from the federal government 

through their campus financial aid office. Elimmating these middlemen sav,es taxpayers 

billions of dOUars. And students 'are given the option of paying back their loarts as a 
I 

percentage of their income. so that they can repay the loans more easily. ; 
,• 
. 

"Congress is pitting students agaInst special interests," said U .S. S~tetary of 

Education Richard W. Riley, "Partisan poiitics and special interests are winning out over 

common sense and the best interests. of students. schools and taxpayers. Returning to the old 

loan program means wasted time and hassLe for smdents when they take out their loans, but 

it also means preserving billions of dollars in profits for all the middlemen that make up the 

old system." 

Recently, Congress changed the accounting rules to show that direct lending costs 

more, However. respected economists disagree. For example, Lawrence 'Lindsey, a Bush 

appointee to the Federal Reserve Board. said,. "As long as it is necessary to provide a profit 

to induce lenders 1-0 guarantee student loans. direct lending will be cheaper." 

• ·MORE
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Riley said studenlS and parenlS like the program because it's faster: and easier. They 

• 	 work dir""t1y with the school's student aid office instead of shopping around for a lender and 

waiting for the bank to process the paperwork and forward it to the school. As a rC.iult, loan 

monev is available within davs rather than weeks. And direct lending offers flexible .. 	 ,. 
repayment options, incLuding one based on income. which glves borrowc:s greater control 

over their finances and career choices, and decreases the likelihood of defaulting. 

Independent surveys of aid administrators have found that schools,like direct lending's 

streamlined and simple processing system. It involves less paperwork, and tess time and 

money tracking loans with lenders. Direct lending improves cash flow "I'd allows schools to 

structure the loan program to fit their particular needs and capabilities. Most of all, it frees 

schools to offer better service to students. 

• 

Here's what schools have to say about direct lending: 


"It is rare that the federal government creates a program that both saves money and , 
improves service to its constituents. Direct lending is such a program." said Jerome Suppie, 
president, Southwest Texas State University. 	 ' 

And Karen Fooks, financial aid director, University of FlOrida, said, "I don't even 
want to think about going back to the gua:ranteed~loan system, The whoie idea of going back 
is a nightmare ... 

The House and Senate are expected to conference this week to hammer out the 
I 

differences between their versions of the budget reconciliation bHL The House voted to kill ' 

direct lending altogether. wnich would force ail schools and students now In the program to 

rever1 to the less efficient and more cumbersome bank-run loan progra'1l- The Senate 

impo!ied a 20 percent cap on direct lending. which means that about half the students with 
, 	 ' 

direct loans 	would have to return to the old system, 

• 	
Direct loans currently account for nearly 40 percent of total student ioan volume • 

N#N 

NOTE TO 	EDITORS:, State-specific news releases. detailing schools and students 
panicipating in direct lending. are available on request. 
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• 
REPUBUCAN MEDICAID BLOCK GRANTS 


• 	 The House and Senate-passed bills eliminate the Medicaid program and replace it 
with a new block grant. They cut Federal spending on the prograh. by $170 billion, 
an amount. at least 10 Urnes more than any Medicaid cut ever 'enacted. 

• 	 The S170 bilUon cut would reduce Federal support for the Medicaid program and the 
36 million Americans it serves, by nearly 20 percent between 1996 aod 2002. By 
2002, the cut will amount to a 29 perant reduction below the baseUne In Federal 
support to States. ' 

• The Republicans claim they would like the public sector health programs to grow ill 

• 
rates similar to the private sa:tor. However, the unprecedented S170 billion cut 
advocated by the Congressional Majority translates into a per recipient growth rate of 
less than 2 percent over the 1996-2002 budget window. lbe 2 perunt per capita 
growtli rate their plan provides Is 70 percent below the per person private bealth 
losurance growtb rate assumed by the Congressional Budget Office (CBO). 

• 	 One fact Is clear. Every state Is a loser wben the Medicaid program Is block 
granted and cut by S170 bUUon, but many states lose much more than othen. 
This fad is clearly illustrated by the attached stale-by-state break--out of the S170 
billion Medicaid cut. 

• 	 For example, the fitst chart sbows that under the new Senate bloc1c grant proposals, 
state cuts range from 4 percent to 51 percent In the year 2002. 

•. 	 The second chart shows how California, which was alrcady projected to lose a 
staggering S13 billion between 1996 aod 2002 under the old Senate formula, would 
aow lose an additional $4.1 billion doUars under the new Senate Republican plan. 
Conversely, the new Senate formula still slashes the State of Texas by over $7 billion, 
but the cut is less than the S12 billion cut they would have received under the old 
Senate 	formula. 

• 	 This information helps explain why there is such a dispute withili the Congress and in 
the states over the Medicaid formula. 

• 
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THE WHITE HOUSE 

WASHINGTON 

November 11, 1995 

MEMORANDUM TO THE PRESiDENT 

From: Gene Sperling, Chris Jennings, Nancy-Ann Min 

SUbject: Medicare 31.5% Pan B Premium Proposal 

• 

CU~'T STATUS: In the Republican reconciliation plan, around $50 billion is raised 
over seven years through setting the Medicare ptemium at 31.5% of Part B program costs. 
The Republican leadership correctly undetstands tbnt if this reconciliation proposal does not 
become law by mid-November, tbey will not be able to program the computers in time to 
implement this increase for January I, 19%. The Republican leadersbip therefore fe:us 'bnt if 
they cannot pass tbis aspect of tbeir reconciliation bill soon, a lower premium will be put in 
place for 'he beginning of 19% and Republicans will face the politically difficult task of 
raising premiums by $11 a month in the middle of the year. The ainlon balanced budget 
plan calls for a 25% Pan B premium contribution and we havc opposed any attemp' to allow 
tbe Republicans to pass their increase in reconciliation -- and certainly by throwing it in a 
continuing resolution. 

SUMMARY: REPUBLICAN 31.5% PROPOSAL: The Republicans argue that their 
proposal 10 impose a 31.5% Pan B premium contribution simply extends current policy, since 
the $46.10 that is in place for 1995 amounts to 31.5% of Part B program costs. Yet, the 
31.5% would be a clear increase above cuneot law -- and indeed far higher than any 
percentage since at Least 1981. As discussed below, the fact that the current Part B Premium 
OI!'ounrs to 31,5% is a historical accident, and does not reflect the policy choice of any 
Congress 10 have Medicare Part 8 premiums at a 31.5% level. 

Indeed, the 1990 Congress set the $46.10 amount for 1995 because they feared that 
soaring medical costs and manipulation of the health care baseline by a Republican OMB 
would lead lha 25% contribution level to be too high. As it turned out, Ibis attempt 10 
protect Medicare beneficiaries backfired. When health care COSt grew less than projected in 
1990, the $46.10 amount that was set into law caused recipients to pay more than 25% --
as the $46.10 monthly premium ended up amounting to 31.5% of program costs. 

• 
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• 
Yet, starting in January 1, 1996, the Part B premium under both current law and the 

Clinton balanced budget proposal reverts to 25%. Because the $46.10 monthly premium for 
1995 accidentally amounted to a level bigher than 25%, the reversion to 25% leads premiums 
for 1996 to nctua1ly drop for tbis One year from $46.10 to $42.so. AI; the ReRublicaD level 
would change current law by ",ising it to 31.5%, it would make premiums $53.50 -- $11 
above curront law per month, or $132 a year and $264 per couple. 

BACKGROUND AND HISTORY ON PART B PREMIUM CONTRIBUIlONS: Over 
the last two decades, ODe of the primary policy goals for Democratic lawmakers bas been to 
prevent Medicare premiums from increasing so much that they reduced the real, inflation
adjusted purchasing power of Social Security benefits. AI; you know. Social Security benefits 
have. cost-·()f-living- adjustment (COlA) to protect against inflation. 
AI; Medicare premiums are deducted right out of tbe Social Security checks, if Medicare 
premiums rise more than the CPl. Medicare premium increases can have the effect of 
reducing the real value of Social Security benefits. 

• 

When Medicare first began, premiums were set as high as 50% of program costs. 
Yet, with high rates of medical inflation, premium increases grew too high and in 1972, 
Congress abandoned the 50% level, and instead linked premiums to the CPl. In 1981, 
President Reagan and Congress temporarily adjusted the underlying law to return to a specific 
percentage of Part B progmm costs - only this time it was to a 25% level. Changing to a 
25% contribution level did allow for increased revenues for reducing tb. deficit. Because of 
that, Administrations and Congresses have been able to contribute to duficit redoctlon simply 
by extending the 25% level - sinee without such exteodurs it would revert back to being 
linked to the CPI, whicb raises less revenues for the general fund than a 25% contribution 
level. During the 1980s, Reagan Or Congressional Republicans did try to mise the premium 
percentage to over 30% on several occasions, but each time it was defeated. 

In 1990, however, when Democrats wer. constructing the 5-year budget deal with 
Presideot Bush. they reared that Republican OMS officials might seek to raise premiums by 
manipulating the health care baseline. Therefore, Democratic lawmakers temporarily 
ahandoned the 25% percentage level and decided it was ..fer to lock in specific dollar 
amounts for each of the live years in the 1990 agreement. For 1995, tbe amount selected was 
$46.10 and as mentioned above, this turned out to be higher than proiectad -- 31.5%. Ye~ ir 
is crucial to note that "31.5%ft was never legislated by any Congress, and that intent 0/ the 
(egi.Ilation was in reaction 10 fears lhal a 25% level would be too hard on beneficiaries. 

In 1993, when we were putting togetber OBRA 1993. the Democrats did not fear that 
the Ointon OMS would manipulate the baseline to raise Medicare premiums -- and as they 
had seen that using set amounts had not worked -- they returned to a 25% level for the 
years in our plan that went beyond the 1990 agreement. Therefore, there were set dollar 
amount from 1991-1995, and a retum to the 25% ratio for the remaining three years of 
OBRA 1993 - 1996, 1997 and 1998. After that - unless there are extenders -- the law 
returns to linking Part B premiums to increases in the CPI. 

• 2 



• 
What the Qinton balanced bud!!,t plan does is extend this 25% for the entire period 

of the balanced bud~ plan. Even though we ate extending the traditional 25'J!> premium 
policy, 	this "extender" actually gives us some Part B savings after 1998 because without our 
25% provision, the law would revert back to only increasing premiums by Ihe CPI in 1999. 

In sum, despite the Republicans efforts 10 suggest that having a 31.5% ptenrium 
contribution is not raising premiums - it just isn't so. The fact that tbe premium for 1995 
amounted to 31.5% was an accident. Indeed, while there. may have been times in the 1970. 
where set premium amounts were higher than 25%, the Republican proposal would be 
legislating the highest set percentage for Medicare premiums sil!ce 1972 and would affect all 
seniors regardless of incomes., 

cc; 	 Leon Panetta 

EtSkine &wles 

Alice Rivlin 

Laura Tyson 

Carol Rasco 

Gear!!, Stephanopoulos 

Pat Oriffm 

Jen Klein 

• 

• 	 3 



PRESIDENT WILLIAM J. CLINTON 

TALKING POINTS FOR HEALTH CARE CONFERENCE CALL 


NOVEMBER 13, 1995 


OPENING REMARKS: 

• 	 I'd Hke to thank you for joining me on this conference cali to talk about the impact of 
the Republican Medicare and Medicaid cuts. I am so sorry that 1 \Vas not able to 
come to Lawrence Memorial Hospital today, but I know that you understand. 

• 	 This is a critical moment of decision for our country. The issue is not whether we 
will balance .he budget. but how. I do wanl to balance 'he budget My balanced 
budget proposal wou}d eliminate the deficit and remforce our most important values: 
by meeting our obligations to our pnrems.and children. and by giving all Americans 
the opponunity to make the most of their oVtn lives,' My proposal would secure the 
Medicare Trust Fund. while strengthening -- not gutting -- our Medicare program, 

• 	 The Republicans have made their intentions clear since last spring, They said then 
thaI they would force us to accept their extreme budget or risk shutting down the 
government and pushing America into default. Now they are implementing that 
strategy by attaching their budget conditions to legisJa1ion needed to keep the 
government running and able to pay its bills, 

• The bill I vetoed today would, in effect. obligate us to pass the Republican 
congressional budget plan \"lith its huge cuts in Medicare and Medicaid. 
education and technology, the environment, and with its tax increases on 
working families, 

In the bill to keep the government running, they would raise Medicare 
premiums by 256

/0 for every single older American who uses Medicare ~~ $264 
a year for ,the typical couple. beginning January I. I have made it dear: I 
want to work with the Republicans. but 'not irtbey continue to insist on raising 
Medicare premiums as the cost of keeping the gQverrunent running, 

• 	 This is a back-door etTon on the part of the congressional Republicans to impose their 
priorities on the American people. It's not the right thing to do. I cannot. and ( win 
not. accept it. 

• 	 As you know, I believe that the Republican budget ~~ by taking $440 billion out of 
Medi{;are and Medicaid ~~ would have particularly harmful consequences for our 
health care system. l1tese cuts will mean that over 8 million Americans could lose 
Medicaid coverage. and that people on rv1edicare will be forced to pay more. They 
will threaten hospirnls and nursing homes in both rural and urban areas. And they 
will have devastating effects on the communities that depend on these institutions . 

• • I'd now like to hear from you ubout how these budget cuts will affect you and your 
communities. (See nttached list of panicipnnK) 



-• 
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CONFERENCE CALL PARTICIPANTS 

1. 	 Charles Johnson. President, La\\'rence Memorial Hospital 

Medford, MA . 


TOPIC: Overall impact of cuts on his hospital and community. 

2. 	 Philo ("Fi-Io") Halt President, Central Vermont Medical Center 
Berlin. VT 

TOPfC: Impact of cuts on vulnerable rural hospItals and the communities that depend 
on them. 

3. 	 Barbara Corey) Coordinator, North Quabbin Community Coalition (Senior Activist) 
Petersham. MA 

TOPIc.- Impact of cuts on low-income elderly and on future generations who will 
need Medicare and Medicaid. 

4. 	 Alan Solomont. President. The ADS Group (Nursing Homes) 

Andover, MA 


• TOPIC: Impact of t\·1cdicaid cuts on nursing home employees. 

5. 	 Donald ("Dan") McDowelL President. ;v1aine Medical Center 
Portland, ME 

TOPIC Impact of cuts on hospitals tbat are already struggling to adapt to managed 
can!. 

6. 	 Leslie MacLeod. President. Huggins Hospital 

Woit<:boro, NH 


TOPIC The importance of Medicare for our nation's older Americans. 

7, 	 Dr, Mitcbell R.bkin, President, Beth Israel Hospital 

Boston, MA 


TOPIC: Impact of Medicare cuts on medical education and impact of disproportionate 
share payment cuts 00 hospitals. 

• 
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• CLOSING REMARKS: 


Thank you all very much. What we've heard shows how important it is that we save 

Medicare and Medicaid. What is at stake here is nothing less than the quality of our 
health care system. and the well-being and security of American families and 
communities. 

• 


• 
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November 17, 199$ 

NOTE FOR: Gene Sperling 

Prom: Jack Lev 

! 
Attached are the-numbers wo w~re talking about. Differences 

arc comparison to eRO and inflated baseline. 
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THE WHITE HOUSE 

WASHINGTON 

November 21, 1995 

TO: Leon Panetta 
Pat Griffin 

FRO!-! : Todd Stern 

I assume no reply at. this point. 

" 



, .j'
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Dear Mr. President: 

Some are halding us Freshmen Members of the Republican House Caucus respunsible for ihe 
actions of the last several days, Permit us to share our perspective on this important issue . 

. 
It is unionunate that 800.000 non-essemiai federal employees were furloughed. But We believe 
very strongly that it would be a tragedy of historic proportions if we were 10 back down now 
on our commitment to balance the federal budget in seven years. Twelve months ago, the votetS 
of this nation sent a powerful message that we needed to change the way Washington does 
business, They wanted to put the federal government on a diet. aud they wanted us to balance 
TIlEIR budget. 

There is a misguided helief that the current debate surrounding the balanced budget issue is 
about politics. Balancing the federal budget, Mr. President. is about principle. This is not 
about the re-election of the Freshmen Class, it's about preserving the future of our countty. In 
fact, we believe it goes deeper than that. What is at stake here is preserving the basic coocept 
of self-government. If we cannot balance our budget when we are the sale surviving 
super-power, when we're at peace in the world, when we have a relatively strong economy with 
low unemployment, then when will we? 

We want to resolve this. The American people want us to work together. We have been 
granted an historic oppununiry. Our children would not hold us hannle.. if we squaudered it. 
This is a moment of truth. TIlls is when "We The Peopte" show whether we have the courage 
and moral character to stop stealing from our children and grandchildren. Furore generations 
are counting on us to show some leadership and courage. Let us agree on the destination. WI: 
can then have a healthy debate about the road map. 

Respectfully. 



. ~.'.. , 
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THE WHITE HOUSE 

WASHINGTON 

November 24, 1995 

The Honorable Bob Dole 
Majority Leader 
U,S. Senate 
Washington. D.C. 20510 

Dear Me. Majority Leader: 

In the coming days, we have a vital opportunity to work together to balance the 
budget in a way that reflects the values and priorities of the American people, OUf first 
responsihility should be to implement policies that are good for Ameri<:u,' We believe that 
the right policy for the American people is one that balances the budget while protecting 
Medicare, Medicaid, education, and the environment, and targeting tax relief to the middle 
class W~ without any new lax increuse on working families, The President's balanced budget 
plan shows how we con eliminate the deficit and protect these values. 

As you know, the President believes that your sevcn~year balanced budget plan fails 
to protect Medicare, Medicaid, education, the environment and tax fairness, and thercfore, 
he will vcto it However, he is committed to working with you in good faith to reach 
comrnon ground. We are willing to work hard to see if we can reach balance in seven 
years, but as our agreement makes clear, we cannot agree to any plan unless it protects our 
commitment !o health care, education, the environment and tax fairness. It is disappointing 
that your letter of November 22 does not contain a single word about these priorities, which 
are enshrined in [he continuing resolution agreement 

The agreement calls for doing two things together: balancing the budget in seven 
years and protecting the key priorities the President has laid out. Right now, neither of our 
balanced budget plans satisfies both objectives. Now we must work together in a good 
faith effort to sec if it is posgiblc to meet all of the commitments contained in the 
cOIHinuing resolution. 

Since neither of our budgets satisfies hoth conditions, each of us could take the 
position Ihut we cannot begin talks umil the other side shows in detail how it can meet til! 
of the demands of the other. BUI such u position is unrcasonubk and unproductive. 
Likewise. we Gan spend the next several days exchanging letters and posturing in public. or 
we can engage in the serious work of negotiating a balanced budget thm is fair to nil 
Americans. Nuw is the time for all of us to work through the budget. issue by Issue. in the 
careful and tlwrough way demanded by matters of great national importance, 

Listed bdow arc some of the principles that will have 10 be addressed to the 
Presidcnt's satisfaction before he can sign a balanced budget rhm. We could requcst that 
you show liS your legislative plan for meeting each one of these pnnciplcs hefore \VC e\'cn 
sit down to talk. We both know. ho\vcver, (hal this would only lead 10 gridlock. 



The Honorable Bob Dole 
November 24, 1995 
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Instead, we list these principles so that there is clarity as to what some of our primary 
concerns are. We hope that we will be able to have serious working sessions to see if we 
can meet these principles and reach balance in seven years. 

1. 	 Continue Medicare's guarantee of high quality medical care for senior citizens 
and people with disabilities by ensuring trust fund solve~cy and protecting 
beneficiaries. 

• 	 Ensure the viability of the Medicare Trust Fund for at least 10 years. 
• 	 Protect Medicare beneficiaries from premium increases beyond current law' 

and from programmatic changes that would drive up their overall health 
costs. 

• 	 Keep Medicare first-class medical care by ensuring that resources available 
[or each Medicare beneficiary keep pace with growth in private health care 
costs. 

• 	 Ensure the viability of hospitals and other critical health care providers in 
undcrserved rural and urban areas. 

2. 	 Ensure lldequate funding for Mcdicaid by: 

• 	 Maintaining Medicaid as a national guarantee of specified and adequate 
benefits for low-income families with children, Americans with disabilities 
and elderly Americans. 

• 	 Maintaining the quality of health care received by nursing home residents. 

3. 	 Maintain tax fairness. 

• 	 No tax increases on families or individuals with an income less than $30,000 
a year. 

• 	 Concentrate any tax relief on the middle class. 
• 	 No special tax breaks for special interests. 
• 	 No changes ill tax policy that undermine protection of employee pensIOn 

funds. 

4. 	 Maintain real funding Icvels over thc life of the budget plan in educntion and 
other investmcnts critical to protecting future generations. 

Ensure that both children and workers have the resourccs for training and 
technology they need to succeed in the 21 st century workforce. 

• 	 Allow all colleges to choose the student loan program that bC5t fits their 
students' needs and maintain real resources for student loans and 
scholarships. 
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5. 	 Ensure funding levels required to sustain progress achieved in environmental 
protection. enforcement, and public health. 

• 	 Eliminate all extraneous provisions in the budget that reduce environmental 
protection. 

6. 	 Reform welfare to provide adequate ineentivC!5 and resources to move people 
from welfare to work. " 

.. 	 Maintain basic nationaJ commitment to protect child nutrition by continuing 
adequate funding for school lunches, 

.. 	 Preserve a national nutritional safety net of specified and adequate benefits 
for food stamps. 

7. 	 Preserve an Agriculture program (hat continues to ensure the strength of 
America's farm sector and family farms. 

8. 	 Continue Ilcfcnsc funding levels that support the armed forces and defense 
programs necessary in the post~Cold War environment. 

9. 	 Maintain our commitment to providing our vctcrans with benefits to which they 
are entitled. 

We look forward Lo serious negotiations to reach a balanced budget that reflects the values 
and priorities of the Americun peopie. 

__---s~'i~nc~er~e~IY::::::~~:>--------~~ 

Identical letter sent to: 

I-Iollse Spc<lkcr N~\\'I Gingrich 
Housc Budget COllunittcc Chairman John Kasich 
Sl!llatc Budgd Committee Chairman Pcte Domenici 
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November 27, 1995 

MEMORANDUM FOR 	 lAURA TYSON 

GENE SPERUNG 


FROM: 	 PAUL DIMOND 

SUBJECT: 	 BUDGET NEGOTIATION STRATEGY 

CC: 	 BOCUlTER 

MARK MAZUR 


I offer tltree additional suggestions for thinking about (0) narrowing the gap; (b) a scaled

• 
down tax package; and (c) not worrying so much about nun-discretionary defense spending 
that is not part of porus priorities. I close with a brief discussion of alternative ways to 
think about how these negotiations that might set the Presiden. up for 1996. 

A. NalTOwing the Gap 

• Changes in AliSumptions called for by ~.! experience 
1. Growth Rates 	 $50 B 
2. Corpomte Profits 	 $50 B 
3. Medicare/Medicaid Inflation 	 $100 B 
4. ,05% CPl AdjU!:tment $100 B 


.. Non-tax Mandatory $100 B 

• Tax Package (see 	B belOW) $100 B 
• Cbanges in RcvenueS/Expenditures resulting from "Reinvention" initiatives 

L FCC Auction of Spectrum (including Digital Broadcast - 
(Net of $5 B for Ed Tech Revolving Fund) $25 B 

2. Federal empioyee downsizing due to empowering states, communities and 
individuals -- e.g. In of HUD, ETA. AeF, statistics, R&D, infrastructure 

$25 B 
''''. 	 3. Reorganize government corporations, Sales to Federal Employees, or otber 

"Privatization" and credit refonn -- c.g., Air Traffic Control, N.O.A.H, FHA, 
NASA, Labs (DoE and N.I.H), Student I.<lans 

S50 B 

• Non-Defense Discretionary Spending (see C below) $200 B 

• Total 	 $800 B 
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• B. Tax Package 

Mark Mazur wiJ1 be working up alternative options here. As an example consider the: 
following components, based on income targeting and non-refundabiHty (except for EITC) 
• 	 IGdsCare (witli a IGdsSave component) @ SSOO/child ages 0-5 
• 	 IGdsSave @ 250/child ages 6-17, with $500 bonus for graduation 
• 	 Skill grants for Dislocated Workers who can't find new job with current skills 
• 	 EITC only for taxpayers with dependent children 
• 	 Capital Gains and Targeted Urban Package (including phase-in and bolding periods 

for capital gains; special provision for qualified investments and investment funds over 
five-ltear period in CDFI eligible communities; ,1Ild more targeted, efficient, flexible 
and effeetive and less costly successors to UHTC and TJTC to persons in and 
communities in genuine need) 

This could be structured to cost around $150 B (or virtually whatever amount you want) over 
seven years in net revenue losses. I think it wouid enable the President and the Republicans 
to claim a mutual victory on the major components of the Middle Qass Bill of Rights, a 
targeted tax cut to assist working famities, and a targeted tax cut to encourage investment in 
economic ~h generally and in communities in genuine need in particular. 

C. Non-Defense Discretionary Defense Spending 

• 
This seems to me the place where you have to make a basic policy decision: stick to the 
President's highest investment priorities for this year and next (i.e., education) and USe the 
lowered discretionary caps as a lever to totally transform Ihe federal government in the 
outyears as the price we ali must bear for balancing the budget. Let me give you one specifiC 
example: HUD takes the largest percentage hit of any agency in the FY96 Appropriation bills 
hul is willing to have the President sign the HUD-VA bill at the ievel of funding proposed 
by the Republican Congress, This is because HUD is ulicady wiUing to examine how it 
could redefine its mission and transform its entire, moue of operations to fit the new budget 
realities, I use HUD as an example because I think it fairty represents how wc'-- and aU of 
the agencies _.- must be willing to rethink mission, prioriTies and operations in the new 
environment for the budget and the role of the federal government. 

D. 1996 

As you know, i believe that we should be prepared to usc sllch a focussed negotiating 
strategy now as a platfonn to launch the President's camp~ign to equip individuals, families. 
communities and states with tbe tools they need to take' greater responsibility for prospering 
ill the years ahead. This "balanced budget" strategy would free the President to get well 

"ahead of tbe curve on the entire issue of the role and size of the federal government. By 
focussing now on defending only the specific priorities sct by the President. he will be freed 
in 1996 to lead the transfonnation of our mid-20th cCJllury industr!al era federal govenunent 
into a more limited, focussed and responsive federal enterprise for the 21st century. Such 

• 
reorganization could be done agency-by-agency as with HUD.as a part the FY96 Budget 
process! as part of a major proposal for reorganizing till of the federal agencies and functions. 
as part of a combined proposal for sweeping tax and regUlatory reform. andlor as part of a 
very focussed empowerment agenda. If you are intcrc.<>rcd in seeing what the options might 
look like for the environment, R&D, infrastructure and t~c'\cs, for example, let me know, 
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> 

Fa" nUll\ber:_(",Qwd;4...\..DLL.!..<a~_____________ 
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. 

Comments: ______________________ 
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Note! The information eontaincQ in this faosimile messa98 is 
CONFIDENTIAL and intended for tne recipient ONLY. If there is a 
problem vith the transmission, plaase contact the sender as Goon 
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Number of pa9cs including 
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D...mbor ll, 1995 

Presldem William J. Clinton 
The Whitt: Hou$C 
Washington, D,C . .20500 

We lite writing'" ••press aur strong .uppon for the Medicaid per-eapitn'cal' structUle in your 
se'Ven~year budget. We have fought agaiMt Medicaid block grants and cuts: in the Senate. and 
"'. ore glad you acknowledge the ImpolfMoc ofaur posilion. 

We !iUp~U:Hl a bala.r.ccd budget. We. afe glad you agree with us that we can halance the budget 
withoul undermining the health ofchildren. pregnant women, the: dis!J.bl~. tr.nd the: e1dccly. 

Thn -".wings level 0($$4 bution over sevt'n yea.n; lnduded. in )'Our budget win require rigorous 
effkie-odes and economies in the proSf8J'Yl. HO'N,t!!ver, .'lfttr con.trultin.s ""';th many M@dic.aid 
Directors and service providers aerou the COWltry. we believe a reduction of this level is 
possiblu to achie'll'e without dramatic limits on eligibility or cuts to essential services. States will 
need fh:xibjlity to achieve thcse savings. and you hove taken steps toward granting it in your bilL 

We were encouraged that your MC<1icaid proposal does not pH Medicaid populations against one 
anothe:r in a fight over a limited pot uffcderal resources. 

We were further enc:ouf'Ilged to heat Chief or Staff Pl1nena reloy your commitmen1 \tl veto un)' 
hllrlgd not cnnt"iniojlt a fund"mentt.l guarantcc le> Medicaid for eligible Americans. 

We commend you on the courage )'01.1 have cx:erci~ in ma.kin~ these con'lmitments lO 
Americans eligible for Medicaid. There is a holtom tine when it COmes to peoplc's he.illth~ do 
not aUow (he CUrTent Congres$ionalleadership to further reduce our commitmcnt to Medicaid 
bcneficiatid. 
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President Clinton December 13, 1995 

'............"" 


Your current proposalls fair and rea.~nabte. and is ct\nsis\cnt with what we have advoclilted on 
the Sen.te floor. We urS' you in Ih. strongest possible tcnns to hold rasl 10 these commitments 
ill fwlher negotiations, We an:; prepared 1.0 utTer any as:d»lanCe you may need in this ~prd. 

Sincerely, 

i ' 
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NEWS from' u.s. Senator 

ATTY URRAY 
-------------------W.... hin,gto,. 0 Democrat 

!:!m1AS: Rex Camey~hel Drak~ 
(l02) 224-0229 

For Immediate Release: 
December 20. 199~ 

MU RRA Y. DEMOCRATS UaCE CLINTON TO HOLD FIRM ON MEDICAlD 

(Washing.nn. D.C.) _. U.S. Sen. Palty MUmlY (D-Wash.) today sent • Ie ..... to Pret,dent Clinton 

li~ed by A11 46 DCl'llocrattc $t:nators. urging him lO resist R.epubUean tanS for deep ems in the 

M.rli""ld progr.m. Murray worked with U.s. Sen. Bob Graham (D-FIa.) on th.l.-. 

"We canno' all"w this n.tloo·, ~hllclren to 'Ill' lIItough the cracks cfllli. bUdget nosotiation," 

'Mutray said, "The proposals we have ma.de !IIO far pr(\V~ we can bnhmce the budget wIthout 

hurting children, This lette: !>hows the Presichmt that M 10ns as he stand., firm in his protection 

ofchlldtCll Md others who rely nil Medicaid, he: will have the backihg of the Senate Democrats." 

Murray said getting. &1I 46 Demoetattl is Gigniiieant he~,uJ$I) it is mOn) than enough to sU8tUin .. 

Veto Dy the /'Testdent. !f tile KcpubuC&IIS msist on deep cuts in Medicaid, Clinton can veto llIe 

propo..l with the knowledge thll1 it wen't bC ovmidden In the Senate. 

In the budge, put forward by Clinton last week, $54 billion was the amount ofsaving. from the 
• 

Medicaid program over so'eo years. RepublicallS had previously advocated a .. much .. 5183 

billion in C\l\.!J over tho !ilatne period oftirne. M\1tn.y's lettet mentions the: $54 billiOil amount, 

4tld urges Clinton to "hold fast" tQ his commitm~nts. 

"Wo commend yO\! an the (;OlJ.fi&ge you h4ve cXOfciSC<i in making these commltrnenta to 

Amcncan.:i t:ligihll' (or Mcoic.cid," the Senators 'NTOtc. "There ia Abottom line when it comes to 

-people's health; do not anow the current COn~s"'l(lnal1e;\dflrship to further reduee our 

(;ommitm.... nl·· to chit4tt.n. 
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