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I 
I'HESIDENT CLINTON I'HOI'OSES FIHST BALANCE)} BU)}GET IN 30 YEAHS 

I 
Im'c~ts in Education, Child Carc, Health, Rcsc:nch, Other Priorities; 

t Reserves Rudget Surplus to "Save Social Security First" 
I 

Speaking from the East Room of the White House, President Clinton today proposed a 
balanced Federal budget for 1999, marking the first balanced budget in 30 years and bringing an era 
of exploding deficits to an end. 

By rcaching balunce, the President's budget represents a remarkable turnaround in the 
Nation's fiscal policy over the last live years. It brings to an end three decades of fiscal chaos, a 
period in which Americans had lost confidence in their Government and the ability of their leaders 
to do the people'~ business. 

I 
"We arc !,lot only balancing the budget for the first time in a generation, we are reaching 

balance three years ahead of the schedule we announced last summer with the Balanced l3udget 
Act," the Presideill said. "If we maintain our fiscal discipline, wc may very well reach balance this , 
year M-four years ahead of schedule." 

I 
The Pn:sident's $1.7 trillion budget for 1999 is not just balanced, it is balanced the right way. 

It not only ends the deficit, it rcflccts the values that Americans hold dear MMthc values ofopportunity, 
responsibility, and conullUllity. The budget reflects the President's commitment to continue helping 
working families with their basic needs MMta raise their children, send them to college. and pay for 
heal th care. 

The budget invests in education and training and in research to raise the standard of living 
for average Americans. It invests in the environment and in law enforcement to raise the quality of 
life across the Nation. It invests in communities at home while providing the resources to maintain 
a strong defensd and conduct the international relations that have become so important to the 

. 'fi INallan suture. . 

Reflccting the President's call to "save Social Security first," the budget proposcs a reserve 
for the projcctcd budget surpluses for 1999 and beyond, pending a solution to tlw longMtcrl11 
financing chalicllgc facing Social SecurilY. 

I . 



\Vilhin tight constraints, the President proposes major initiatives to build on his investmems 
in high·priority nreas --from helping working h1mllies with child cafe to nHowing Americans from 
55 to 65 to buy in~o Medicare; from helping States and school districts reduce class size by recruiting 
and preparing IOQ,OOO morc teachers and building more classrooms to addressing global warming. 
The budget pays for ev(;!y initiative dollar by dollar. 

I 

Challenging times demand innnvative solutions, and this budget nw_eJs)he challenge by 
proposing three Inew investment funds for America ·-1'01' research, the environment, and 
tr::msportation ¥¥tpnt will focus attention on these critical priorities, Together, the funds provide 
$75.5 billion. tl $4.7 billion increase over tbe 1998 level for tbe programs they contain. Because the 
funds rely on budget offsets to help finance the spending, they~ in enect. apply pny-tls-you~go 
principles to discretionary spending. 

The fUlldJ are: 

• 	 The Research Fund for Antc:ica. which includes u broad range of investments 
in kI1owlcdgc, including progrnms of the Natiol1ill institutes of Health, the 
Centers for Disease Control and Prevelltion, the Nation,nl SCIence 
Foundation, the National Aeronautics and Spncc Administration, the Energy 
Department, the Commerce Department's National Institute of Standards and 
Technology, Agriculture Department research programs, the multi-agency 
Climate Change Technology Initiative, and olher programs. The budget 
finances this Fund, in part, through n.--eeipts from tobacco legislation and 
savings in mandatory programs. 

• 	 The Environmental Resources Fund for America, which encompasses. the 
multi-agency Clcnn Water Initiative; the new Land, Water. and Facility 
Restoration Initiative of the Interior and Agriculture Departments; the 
Agriculture Dl!partment's Wilier ,and wuslcv....ater program for rural 
communitics~ and the Environmental Protection Agency's programs fo!' 
deMing up hazardous waste sites (within the Superfund) mId upgrading clean 
water and safe drinking \vatcr inf!"'J.strucHirc. The budget finances the Fund, 
in part, through an extension of Fedcmllaxes that Sllpport the Superfund. 

• 	 The Transportation Fund for America, which includes the Transportation 
Department's highway, highv,ta)' safety, and trrtnsit programs; the Flight 2000 
free flight demonstralion program; and the Federal Aviation Administration's 
programs, including Airp.ort Grants. The budget finances the Fund, in part, 
through a new Federal aviation user rce. 

Tht; budget continues the President's efforts to reduce the size and scope of 
Government This budget is the smallest Federal budget, as 11 share of the economy, in 25 
years. To date, the Administration has cut the civilian Federal workforce by over 316,000 
employees, giving us the smallest workforce in 35 yc~m; and, as a share of total civilian 
employnlcn(, ,the smallest since i 93 J, 



But tJl(: Administration set out to do more than cut Governmcnt Undl!l' the 
leadership o( the Vice President's Naliofh11 Performance Review, it sought to make 
Government \vork. to create a Government that is more eHicicnt and effective, to create a 
,Government 'focus~d on its customers, thc American people. The Administration has 
reinvented putts ofdepartments and agencies, Now, it proposes to turn q,gencics around from 
top to bottom: For 1999, the Vice President willlettu an cflort to improve the pcrf'ornmnec 
of agencies that interact most with the American people, .-.~,", .~. 

, 
Under the 1993 Government Pcrfonnancc and Results Act, Cabinet departments and 

agencies have prepared individual perfonmmce plans that theY will send to Congress with 
the performance goals they plan to meet in 1999, These plans, in tum, forn) the basis for the 
first Governmcnl~wide performance plan, which the Administration is sending Congress 
along with thiS budget. 

investing i11 /?lilwatiol1 and Training: Nothing is morc impOrlJl1t to America's 
future than education. II has become the dividing linc between those who arc rnoving ahead 
and those who are lagging behind. That is why the President has devoted so much effort to 
ensure that \'le have a world-class system of edllcation and training' in place for Ant!.!rieans 
ofall ages. Over the last five years, the President has worked hard to ensure that every boy 
and girl is prepared to learn. thal schools focus on high standards and achievcmcnt, that 
anyone who wants to go to college can get the financial help to attend, and that those who 
need it second chance at education and training or a chance to improve or learn skills can do 
so. 

I 

l1H: budget signiliculltly increases funds to help children, especially in the POO;'C$I 

communities: reach challenging academic standards and makes further progress in 
implcmenting voluntary l1<1tional tcsts, It proposes to pay for 100,000 more teachers and 
build more classrooms in order to reduce class size. For higher education and training, the 
budget increases Pell Grants and other college scholarships from the record levels already 
achieved; expands College Work~Study to a record onc million students; streamlines student , 
loan programs and cuts student ICes; and expands access to job placement services, training, 
and related services fordisloeatcd 'workers and others. Now that anyonc who wants to atlend 
coltcge can fihd the means through Hope scholarships. PcU Grants, and othcr assistance that 
the Adminisr'ration hUB worked so hard to enact, the President wants to provide the same 
universal op~{)nunity for job training and re.1raining to those who need it. 

Supporting Working Families: Over the last !lye years, the Presidcnt has worked 
hard to help working families. Working with Congrc."s, the Administration has cut ta.xcs for 

.. 15 million \Jorking families. provided a tux credit to help families raise their chiidren, 
cllSllred that125 million Americans a year can change jobs without losing their health 
insurancc. made it casier for the sclf~cmploycd and those with prc~cxisting conditions lo gel 
health insllra~cc> provided health care coverage Cor up to five million uninsured children, , 
raised the mi:limulH wage. and provided guaranteed time off for workers who need to care 
lor a newborn or nddrc."is the heahh needs OrB fhmily 1ll~ll1hcr. , 



, 

! 

Now: with his new Child Care Initiative, the President is determined to provide tht! 
help that fa~ljJies need when it comes to finding safe, high~quality~ affordable chitd care. 
Parents should know that, when they go to work, their children arc in safe. healthy 
cnvironm.;nts, The President also proposes to address the problems faced by a particular 
group ofworldng families --legal immigrants, In signing the 1996 welfare reform law, the 
President said that he would try to restore the cuts in benefits for legal immi.,glJlllts that were 
not only har~h and unnecessary but that had 110thing to do with the flmdamcn1a! goal of 
welfare reform --10 move people from welfare to work while protecting children. Tbe budget 
restores Foo~ Stamps 10 730,000 legal immigrants ar.d let States provide health insurance, 
to the children of legal immigraL1~s. 

I 

Strenktluming /Jealth Care: This past year, the President improved the health care 
of millions of Americans. Working with Congress, the Administration strengthened 
IV1edicare by; extending thc life of the trust fund until at least 2010 \vhile investing in 
preventive oencfils. introducing more choice of health plans, and strengthening the 
expanding a~dY of activities to combat fraud and abuse. 1n addition, the Administration 
extended health ca~c coverage to up 10 five million uninsured children, created the Advisory 
Commission, on Consumer Protection and Quality in the Health Care Industry, and Intt;r 
endorsed thc;CommissJon's Health Care Consumer Bill of Rights. 

With ~his budget~ the President proposes to build on these achievements on a host of 
important fr~l1ts. The President wants to work with Congress to enact national bipartisan 
tobacco legislation; nothing is more potentially impOl1ant to the health of our people, 
particularly tpildren. The budget also proposes to expand health care coverage for some of 
the most vu{~cmblc Americans aged 55 to 65, to enrol! more eligible children in Medicaid, 
to provide for unprecedented levels of investment in health research, to expand access to 
powerful AtOS therapies, to expand access to cancer clinical trials, to increase funds for 
substance abJse treatment and prevention, and to help reduce health-related disparities across 
racial and etl~nic groups. ' 

i 
Protehtiflg the Eflvirollment: Last year was a remarkable one for the environment. 

and the President is determined to build on the progress, Led by the Vice President, the 
Administr.uibn reached an historic international agreement in Kyoto that calls for cuts in 
greenhouse gits emissions, The Administration also issued new, more protective air quality 
standards 10 beller safeguard public health; strengthened our citizens' right to know about 
toxic chcmic~l releases; continued to protect our natural trea.'Hlrcs, such as Y cllows(one 
National Park and Florida's Everglades;, and made further progress toward the President's 
goal of deaning up 900 hazardous waste sites under the Superfund by the cnd of the year 
2001. . 

i 
The bGdget proposes an Euvironmentl[ Resources Fund for America that will SUpp0l1 

increases for: many key environmental programs, It provides for more construction, 
rnaintenal1(;e,~and land acquisition for national parks, forests, refuges, and other public lands; 
for a new etJort to improve the quality of our water; for improvements to community 
drinking water and wastcw~iter fncilities; and for continuing the Administration's efforts to 

I 

I 



, 
clean up abartdoned hazardous waste sites. The budget includes a five-year $6 billion 
progrum to prevent global wanning, and more resources (0 protect endangered species, 
control pollution, and preserve the global environment 

Jm'L'!~/illg illJIIJrastructure: The President proposes a Transportation Fund for 
America. reflecting his commitment to provide the resources to ensure tflat our lransportatton 
infrastructure remains safe, integrated, and efficient enough to serve our."g~owing needs. 
Investment in infrastructure is good for America because it helps grow 'the economy, 
improve safety and public health, strengthen OUf competitiveness abroad, support our 
!latiumll security, and increase the mobility, access, and choice for Americans who need to 
travel. ' 

The President believes th~1t we must huild upon our vastnetwol'k of roads, high\-vays, 
and bridges to meet the demands of the next century for a system that links our various 
modes of travel, that is cleaner and safer, and [hat helps bring together and support our urban 
and rund communities. The budget maintains the Administration's record support for 
trl)nsportutioll, and the Fund includes aU of the Transportutton Department's highway, 
highway satelty, transit, and air transportation programs. 

/lrdlIJotillg Research: Scientific and technological advances have created a world 
vastly diflcrenl from the one our grandparents knew. They have helped generate huge leaps 
in the speed' and economy of transportation, enormous increases in farm productivity. , . 
lightning~rast flows of infonnalion and services across national borders, and advances in 
treating and preventing diseases and protecting the environment. 

,,,, 
Because the President is committed to America's continued leadership in science and 

technology, the budget proposes a Research Fund for America. ftom which muny important 
Fcdcrnl investments w1l1 now, It includes record increases for the National Institutes of 
Health, highdr funding for the National Science Foundatiol1, new resources to address global 
climate change, and a wide variety of investments in basic and applied research, These 
investments ure vital; they help the Nation to create new knowledge, train more workers, 
spur new j~bs ·and industries, address our henlth cure challenges, strengthen Ollr 

understanding ofenvironmental problems, better educate our children. and maintain a strong 
national defense. 

Eujhrci',g tile Law: The President's anti·crime strategy is working. Serious crime 
is down five'years in a rowand, in 1996, the Nation witnessed the largest drop in violent 
crime in 35 years. ,13ut, because crime renulins unacceptably high~ the President belicves that 
we must go fUl'ther. 

The budget exp;)nds the Administration's community polking (COl'S) program, 
which is alrcady putting 83,000 more police on the streets toward the President's goal of 
100,000 by the year 2000. '111C budget also proposes a new Community Prosecutors 
Initiative to l~clp prosecutors prevent crimes from occurring. rather than simply prosecuting 
criminals: afi,cr the fact. And it provides the necessary funds to prevent violence against 
women. tn help States and indian Tribes build prisons, und to address the growing law 

! 
I 



I 
enforcement ~risis on Indian lands, To boost the Administralion's efforts to control illegal 
immigration,;the budget provides the reSourCeS to slrengthen bordcr"cnforeement in the 
South and West, to remove illegal aliens, and to expand effort .. 10 verify whether newly hired 
non-citizens aTe eligible for jobs. To combat drug usc, particularly among young people, the 
budget expands programs that stress treatment and prevention, law entorcement, 
international assistance, tmt! interdiction. It builds on the Administration'sThrtbvatiy'c Drug 
Courts initiative, proposes School Drug Prevention Coordinators for schools, supports local 
efforts that target drug~usillg offenders. expands drug testing, and strengthens the 
Administration's efforts to make ports and borders mOre secure from drugs while disrupting 
drug trafficking organi7.alions overseas. 

SlrtJllgtltellillg tlte AmL'rican Community: Most Americans are enjoying the fruilS 
of our strong economy. But while many urban and rural areas are doing better, too many 
others have grown disconnected from our values of opportunity, responsibility, and 
community. Working with State and local governments and the private sector. the President 
is dctennlned, to help bring distressed orcns back 10 life, to rcpbce despair with hope. 

The budget expands the President's national service progmm, giving more AmericallS 
the chance to serve their country and help solve problems n1 the local level while earning 
money for college. llle budget proposes to create more Empowerment Zones and Enterprise 
Communities that offer tax incentives and direct spending to encourage the kind of privatI.! 
investment th~t creates jobs, and to provide mOre capital for lending through the President's 
Community Development Financial Institutions program. -nlC budget also expands 
opportunitie:dbr homeownership, provides more funds to enforce the Nation's civil rights 
laws, maintains the Administration's GovcrnmenHo-Government commitment to Native 
Americans~ and strengtbens the partnership tbat the President has hegun whh the District of 
Columbia. 

Atlll{1ltCillg United Slates Leadership in the World: Because America continues to 
have a trcm~ndous stake in world attuirs, the budget proposes the necessary funds to 
maintain national security, to conduct Our diplomacy, 10 promote democracy and free 
markets abroad, and to increase exports. Last year, the Administration worked with 
Congress to increase international affairs spending. But, Congress faces an unfinished , 
agenda 10 prqvide financial support for, and fulfill" America's obligations to, a number or 
international prganizations Ihal benefit our economy and serve other objectives, including 
the Internatio14'11 Monetarv Fund (1M F), the United Nations system, and the multilateral . ­
development banks. , 

Congress should -continue to support the decisive action of the IMF as well as our 
h:adcrsbip in:tbal institution by providing the supplemclltary conting.:n! IMF ltmdir:.g tbat 
the Administration has sought and replenishing the lMF's basic l1mmcial resources. 
Congress also should give the President traditional trade negotiating authority to help fuel 
our surging dpons into the next century. To enhance I1nlional security, the budget main1nlns 
largc~scalc fUhding to support the Middle East peace proccss, continues assistance to Bosnin 
to earry out the Dayton Accords, supports NATO expansion, and increases aid to the New 



, 
Independent Smtes ofllie former Soviet Union 10 support the development of democracy and 
free markets. The budget also proposes a major initiative to provide critical, targeted 
assistance to ~African countries that are \Illdcnuking difficult economic reforms, increases 
cQnntcNmrcotics 3idto Latin American countries, uud supports the Sunuhit of the Americas. 

!
I ,_~",~':rl' 

. Sllppbrtillg tire WorldJs Strollgest Military Force: Our military serves as the 
backbone of ~ur national security strategy, and the President is committed it) mnintain a 
strong and capable military that protects our freedoms and our globallclldership role as we 
approach the ~lst Century. 

The budget continues the Administration's plan to co~nplete the careful resizing of 
our military forces, to fully support military readiness, to strengthen quality oflife programs 
for our nrmc9 forces, and to provide increased fllnding to modernize our forces as new 
technologies become available aftcr the turn of the centllry. The budget reflects the 
recommendations of the Quadrenllial Defense- Review tind of the Defense Departmcnt's 
recenl Defense Reform Initiative to achieve a Icaner, morc efficient. and more eost~encetivc 
organization by improving management and business practices. To implement these 
improvcmcnts, the Defense Department will send lcgislation Lo Congress in conjunction wilh 
this budget, il1cluding a request for two more rounds of base closures and rcallgn:nellls. 

I'RESIJ)ENT CLINTON'S I'Y 19991lALANCIm BU[)GET 

TilE FIRST IlALANCIW IIUllm:T IN 30 YEARS 


Summary Document: February 2, 1998 


TilE FIRST IlALANCE[) IlUI)GlcT IN TlmEI, J)ECAJ)ES. The President's FY99 
budget maintains our fiscal discipline white investing in the critical needs of our people. 
In only the second year of the historic balanced budget agreement that included $900 
billion in net lO~ycar deficit savings and nearly Imlf a trillion dollars in entitlement 
savings over 10 year~. the President's plan reaches balance three years earlier. Alli!.i! 
docs so by paying for every iniliativc dollar by dQllar consistent with the 1227 Balaqced, 

MAINTAINING OUR FISCAL IJISCII'LINE ANI> INVESTING IN OUR PEOPLE. 
This budget builds on the President's record of fiscal discipline, In J992, the defich W:IS 

$290 billion, Job growth was weak, and the unemployment mtc was 7.5 percent. The 
Prl.!sidcm·s 1993 Economic Plan helped cut the deficit 92 pc:x:cnt, from $290 biHion in 1992 
to $23 billion In 1997 ~-its lowest level since 1974. This yctir, (lur d..:llCit is projected to be 
$10 billion, ,"~d heading lower. The economy has produced over 14 million new jobs; and 
the llllcmp\(lYlllcnt rate is as low as it has becn in 24 years, , 

• Tilis hudget implements the hisiurie bal.-need budget agreement rca~hcd, 



l:t~t year with Congress. This is the secono yenr of the budget agreement wlllcn 
included $900 billion in net lO-ycar deficit savings and nearly half a trillion 
dollars in entitlement savings over 10 years . 

.. 
.. 	 In n historic shift, this budget delivers surpluses over the next ten years of 

$1.1 trilliun in sorpluses --rescrved pending Social SecurityJl,.cform. 

.. 	 Everythjng is paid for dol/ar by dollar consistent with tbe 1997 Halanecd 
Budget Agreement and President Clinlon1s suceessful record of fiscal 
di~ciplinc. 

SOCIAL SECURITY FII~ST 

• 	 O~er the next two years, President Clinton is firmlY committed Co , 	 . 
st~engthcning SOcilil Security for the 21 sl century. He therefore proposes {but 
we should not spend any of the projcctcd budget surpluses on anything dsc until 
w~ have reformed Social Security, This proposal, which continues the fiscally 
responsible policies that have becn thc holll1mrk of this Administration, is 
in!cnded to reserve the surpluses in case lhey are needed for Social Security 
refonn. ' , 

INVESTING- IN TilE. FlffURE. The President's budget maintains our critical priorities 
by increasing our investments in health care, education nnd training, the environmem and 
science and technology. II also establishes important new initiatives, which are all p,tid lor. 
to help prepa~ America for the 2lst ctr'lwry. 

Edllcatiou/l'rai1tillgICl,Utl Care: 
II" Class Size. Aims 10 Reduce cltlSS size to 18 in grades 1·3 by funding 

100,000 new teuchers by 2005. 
• I 	Head Shirt. Increnses Head Start funding by $305 million for rY99; Head 

Start has increased 68%, from $2.8 billion in FY93 to S4.7 billion ill 
FY99, In addition. the number of slots in Early HC<ld Start is 
doubled over the next 5 years, 

• I Aftcr..school Programs. To provide aficl'·school care for 500,000 children 
per year, the budget includes an $800 million five~yeur investment to expand 
the 21 st Century Community Learning Center prograltL 

• 	 $7.5 Billion Child Care Block Gno. Over 5 Vc~'rs. Doubles the number 
of IQw~ineomc f.amiHes who receive child tarc subsidies to more than 2 
million by the year 2003. 
• 	 Child Care and Early Learning. Establishes an Early l..ciwning 

Fund willt $3 billion over five yc.1rs to provide grants to communities to 
promote early childhood development and improve child care quality for 
young children, 

Education O['Iwrtunity f..Ames. $L5 billion over five years fur 



competitive grants to about 50 urban and rural districts who adopt a school 
reform ngenda to increase student learning and implement accountability 
measures. 

'" 	 ()islo.c.\tcd \Vorkcrs:. 1ncreases funding in FY99 by $100 milliou to $L5 
billion ··neady tripling the funding since FY93. Provides services to nearly 
700,000 disl<x:aled workers. ._'.-,­

lIeallll Ctlre: 
• Consumer Bill of Rights. Protects patients by guaranteeing access to 
needed health care specialists, access: to emergency room services, an 
assurance that medical fC{;ords are con1idcn1ial. and access !o a menningful 

appeals process for to resolve differences with health plans and health care 
providers. 
.. Hiomcdical Research. Provides unprccedIJ:ntcd increases of mmt:: than 
$1.1 billion of biomedical rcscnrch with an emplwsis on cancer research 
• Ryan 'White AlOS program. Invests $165 million mort: in tht: to find 
ways to prevent and treat diseases --increasing funding 241 o/u since FY 1993, 

"I EXllllnding Medicare Coverage. Provides !leW options: for Americans ages , 
55 {Q 65 to obtain health insurance by buying into Medicare through 
H premium that er~sures that this policy is selfwfimmccd. 

I 
BIlI';ronment: 

• ' 	 Initiative To Cut Greenhouse Gas Emissions. A dramatic new $6.3 
I program of tax cuts and R&D aimed at cuUing greenhouse gas emissions. 

Package contains $3.6 billion in tax cuts for energy efficient purchases and 
renewable energy, and $2.7 billion in additional R&D spending. 

• Clean \Vater Initiative. Targets the 40% of the nation's waterways 
still unsafe for fishing and swimming by a'ssisting states and communities 
in implementing programs and incentives to adopt practices that protect 
WH(cr quality. 

Commullity l:.~mpowerm(;!l1t: 
.. ! Welfarc~to-Work Housing Vouchers. Includes $283 million for 50,000
I new vouchers for people who need housing assistance to rnake transition 

from welfare to employment. 
.. j flexible Funding for Second~Rotind Empowerment Zones. Provides 

1 	 $150 million over ten years in mandatory funding for second-round urb~.m 
and rural EZs. Funds could be used for economic development and housing 
projects, project-based rental assistance, job tmining and o{her social. 
serVIces, 

• , 	CI)Fl Expansion. The Administration is requesting U $45 million incn;<LSe 

in CD!'! funding (from $80 million to $125 million). The increased 
funding also would be used in part to acceicmlc development of a 



secondary market for CDFI loans. 
.. Community Empowerment Fund. $400 million community 

cmpo\\'Cnnent fund that will help local governments attract more businesses 
t and jobs to poor and undcTserved neighborhoods hy encouraging the 
I standardization of economic development lending, a first step in crenting a 

secondary market for such loans, It will provide capital ttrbl1sinesscs who 
recognize the potential and the possibilities of the inner cities. 

Drug,f i 
• i COPS. Funds 17,000 more police, helping to move towards the President's 

go.1 of 100,000 new police by the yea,. 2000,.1 $1 Billion Incrclise in Anti~Drug Budget. Budget proposes to increase 
I funding to $16.9 billion in FY99 consisting ofincrcascs in drllg treatment, , 

prevention, domestic law enforcement, interdiction, and international 
I programs_

-1- Comnlu'nity }'rosccutonj. Budget provides grants or S100 l11i!;;on for 
hundreds or communities to hire as many as 1,000 new pros~cutor::i, 

.. I .luvcniJc Crime Strutcgy. Calls on Congress to pass a $245 billion 
! comprehensive anti-g~Ulg and youth violence strategy including prevellting 

under 21 s from buying guns, new prosecutors IJnd probation officers. tough, 
t new scnlenccs on drug dealers. funding to keep schools open J~lter ~iOd 

promote anti-truancy initiatives and curfews, 

I 
TAX CUTS TARGETlCD TO TilE NEEDS OF WORKING FAMILmS: 

, 
l11C President's budget provides about $24.6 billion of tux cuts over fivc ycars to: 

. .. 	 Making Child Carc Morc Affordable, (I) The Child and Dependent Carc. Tas 
Cptdjl. would be increased for 3 million working families. wiping out income tax 
liability for most families with incomes below 200% ofthc. poverty line (about , 
3,5.000 ror a family of four) who have maximum allowable child care expenses, 
(2) A 25% /ax credit for building, operating or contracting costs is also created 
tb encourage businesses to provide child care for their employees. 
I 	 • 

Climate Cbange Initiative ~-(n('re:asing Energy Efficiency muJ ItUIH'ovillg 
the Environment: (I) Tax credits 0[$3,000 to $4,000 for fucl efficient cars; (2) 
tax credits of up to $2000 ior rooftop solar systems and new energy efficient 
h~OlllCS; (3) a five-year extension of the tax credit for electricity produced by 
v~"ind and biomass. 

• 
i~romoting Exp:mded Retirement Sayings: (I) A three-year lax credit of,np 
to $2,000 for smull businesses that establish pensioIi plans; (2) a new, simplified 
ddincd benefit plan ror snwll businesses and (3) and enhancing workers' nhility 
to make contributions to IRAs by payroll deduction. 

.. Expanding Education Incentivcs: (1) School Construction --federal tux cn.:dils 



I 
I 

(0 pay interest on nearly $22 billion in bonds to build and modcmizc over 5,.000 
ptlblic scbools; (2) Employer-Provided Educational Assistance --Extends and 
ekpands this tax exclusion. 

I, • , 
}~xpanding and Improving the Supply of Available Low-Income Ifousing. 
Calls for increasing the per capita cap on the credit 40% 'Wh!'ch will mean, 
150,000 to !80,000 additional rental housing units in the next fiye years. 

I 
.--+----~""""""""""""~""

PRESII)ENT CLINTON'S RECORD I 
, 	 ON DEFICIT REDUCTION 

• 	 CUT THE DEFICIT BY 92 PERCENT. President Clinton has reduced tile budget 
deficit liy 92 percent ··from $290 billion in FY 1992 to $22 billion in FY 1997, This 
year the'budgci deficit is projccted to be $10 billion and heading lower. [B<ls::d 011 <latH 
from OM,B, FY 1999 Budget. February 1991t] 

• 	 LOWEST I>EFICIT SINCE 1970 AND FlllST J>ROI'OSEIl 11ALANCEIl 
nUIlG ET SINCE 1969. The deficit has fallen from 4,7 percent of GDP in FY 1992 
to 0.3 r~rcent tn F"{ 1997 --the 100vcst for any year since 1970, (Based on data from 0:'1[3, 
F)' 1999 Budget. rebnt:lry 1998.] 

• 	 LOWEST IlEFICIT OF ANY MAJOR ECONOMY EXCEI'T FOR CANADA, 
The tot~l U.S. deficit in 1997 as a percentage of the economy was lower than for uny 
other major country except for Canada. IOECD, Economic Om/ovk, December 199n 

: , 
• 	 MAKING GOVERNMENT MORE EFFICIE:'!T. Federal employment has t.llel1 

by 318,qOO from its 1993 base- and is at its lowes{ level in three decades. fOased Oil data 
from OMB, FY 1999 Budget. fcbn..ary 199ft] 

I 
AS A RESULT OF PRESIDENT CLINTON'S EFFORTS TO mmUCE Tim 
()fWJCIT, E'(;ONOMIC PERFORMANCE HAS IMPROVED DRAMATICALLY: 

,,,, 
• 	 LOWER INTEREST RATES LEADING TO INVESTMENT 1l00M. President 

Clinton '5 1993 E~onomic Plan cut the deficit and helped cut long-term interest rates 
and stfCl1gthen the: economy. Under President Clinton, the 30-year interest rate has 
averaged 6.9 pcn.:cnt --dmvn from 8.2 perccnt undcr President Bush and 10.3 percent 
under President Reagan, And with lower interest rutes, businesses have invcstcd in 
thc future: business investment has grown by 11 percent per year under President 
Clinton -"faster than any Administration since John, F. Kennedy was Presidc:I1L 
flJascd:on da!il from the BurcrHl or Economic Analysis, Department or Commerce,] 

,, 
• 	 [':MIJ~OYMENT BOOM. Since January 1993, the economy has added more Own 

14 million new jobs --includifH.!. nearly 2 million new jobs in manufacturing and 
i 	 ­



I 

I 
I 
I 

construction combined: [Based on data from (he Bureau of Labor Statistics, Department of 
Labor.J 

• 	 THE LOWEST COM8INED HATE OF UNEMl'LOYMENT AND 
INFl;ATlON SINCE 1967. In 1997, the combined rate of unemployment nnd 
inflation wi!! the lowest in 30 years. And under Presidcm CJinton,thc_~omhlncd rate 
of un~mploymenl and intlation has been tbe lowest since Lyndon Johnson was 
President. rOased on datn from the Bureau of Labor S:atisi!cs, Dcpar:mem ofl.abor.} 

I 

I 
EXPEHTS IACHEE THAT ECONOMIC PEHFOHMANCE HAS BEEN 
HEMAHKABLE:, 

'lnlul.ss Week: "Clinton's 1993 budget cuts, which reduced projected red ink by 

more ithan $400 billion over five years, sparked a major drop in interest rates that 

helpe~ boost investment in all [he equipment and systems that brought fonh the 


" New ;\ge economy of technological innova.tion and rising productivity." [5119197] 

i 

Alan (;re<:uspan, Federal Reserve Chairman, 2120!96: Tbe deficit reduction in 
the P~esident's 1993 Economic Plan was "an unquestioned factor in contributing 
to the' improvement in economic activlty that occurred thereafter." 

THE FACTS ON GOVERNMENT SPENDING 

UNDER PRESIDENT CLINTON 


. 

i 
SPENI>lNG IS LOWER TODAY THAN U:'iDER REAGAN OR BUSH: 

I 
I 

• 	 FEDERAL SI'ENJ)lNG WAS LOWEH IN 1997 ··AN)) IS EXl'ECTED TO 
REMAIN LOWER IN 1998 ··THAN IN ANY YEAR SINCE 1974, Federal "'''lays 
as a share orGDP in 1997 were 20,1 percent -·Iower than in any year since 1974. And 
current projections suggest a slight decrease in outlays as. a percent of GOP during 1998, 
Outlays as a share of GOP under President Clinton have been a smaller share of GDP 
than under Reagan or Bush. [Based on <lata from OMB, FY 1999 Budget, rcbrunry 1998.: 

.. SI'!,NllING GROWTH LOWER UNDER CLINTON THAN ONDER REAGAN OR 
BUSH 

i Fooc!';!\ outlays Real growth in Federal ou:h.ys 
I (%ofGDP) {percent per year) , 
I 0.5CLINTON 20.1 

119971I 
2.6llUStl I 22.5, 

[l992}I..... 
I 

http:lnlul.ss


j1{EAGAN 22,5 
[19881 

[J?f1scd on datu rrom OMB, F), 199:; Burlg!:l. Fcbrl,;ary 1998.J. . 	 . . 
• 	 SINCE I'ASSAGE OF I'RESIIlENT CLINTON'S 1993IJEFICIT I~EIJUCTION 

I'ACKAGE, EXPECTEf) GOVERNMEl'IT SI'ENIlING HETW"E'fN 1993 ANI) 
2002 liAS FALLEN (lY MORE THAN SI.8 TRILLION. Compared 10 the spending 
path President Clinlon inherited in 1993. total spending in 2002 is now projected to fall,
by 19 percent. IBased 011 data from OMB, Fl' /999 Budge/, February 1998.J 

I 
• 	 GROWTII IN TOTAL FEf)ERAL SI'ENUING liAS HEEN LOWER UNIlICR 

CLlNT~N TIIAN UNf)ER REAGAN OR HUSH. Renl Federal outlays have grown 
by OJ percent per year under President Clinton --lower than under President Bush (2,6 
percent per year) or President Reagnn (2.6 percent per year). !Based on daLl from OMS, F'I 
1999 B'ldgel, February 1998.], 

• 	 Will LIe' MAINTAI:'IING CRUCIAL INVlcSTMENTS IN (,IWI'I"le, R~:Al, 
I)ISCRETIONAHY SI'ENf)[NG liAS FALLEN UNf)ER I'IU<;SIIJENT CLINTON 
-A llE1TEH RECORl) THAN UNDER REAGAN OR BUSH. Real discretionary 
outlay:; have/allen two percent per year under President Clinton --under PresidclH Bush 
or Rcag,u'l real discretionary outlays incteased one percent a ycar.[BHscd (In uma fi"oll1 OMB, 
FY 1998IJw:lgcI. February 1997.] 

• 	 NON-IlICFENSE f)JSCRETIONARY SPENI)(NG IS NOW A SMALLER SIIARE 
OF nm .:CONOMY THAN IN II OF nm 12 YEAHS UNIJER REAGAN OR 
BUSH. I Non~dcfensc discretionary olltlays are now lower than in 11 uf tbe 12 
Reagan~Bush years, Non-defense discretionary outlays are expected to equal 3,4 percent 
ofGDP ih 199&. During aU the Rcngan-13ush years. this rutlO dropped this low only once 
in 1989, !IU;m:d on data from 0:\18, FY 19991Judgi:l. FcbfLIary 199tq 

SOCIAL SECURITY 
, 

I 


THE SOCIAL SECURITY SYSTEM. Since jtS inception in 1935. the Social Security 
system has proven to be nn outstanding success in providing security for the retired and 
disabled, as \vcU as their nupilies. The ,clderly poverty rate has f.'1l1en from more than 35 
percent in 1959 to just 10,8 percent in 1996. H currently provides benefits to about 45 
million Americans, and keeps roughly 15 million of them ont of poverty. And Social 
Security bel}clits represent mOre than 75 percent of i:ICO:nC for elderly households in the 
bottom 40 percent of the inCOllte distribution. 

THE LONG~l{UN CHALLENGE, The Social Security system. however, is expected to 
fncc incre,lsi'ng strains, because the retirement of the baby boomers means Ihat Ihc number 
of retirees is1expcctcd to grow much faster than the number of workers. There arc currently I . 	 . 



, 

just over 3 'Jorkers who contribute for every Social Security beneficiary. By 2030, it is 
expected lhat~thcrc will be only 2 workers for every Social Security beneficiary, According 
to the intcrm~dialc projection orthe Social Security Trustees Report, the retirement orthe 
baby boomers is expected to cause the Social Security Trust Fund to ~tart falling by 2019, 
and to be depIcted by 2029 --after which the Social Security system would be able to finance 
only 75 percent of current law benefits. .~"'"-:, 

('RESIDENT CLINTON'S AI'I'IWACH TO SOCIAL SIiCURITY RIiFORM. 
President Clinton is strongly committed to strengthening Social Security over the next two 
years. His plan includes: 

(1) Putting Our FisClllllousc in Order. Before we could begin to address the long-run 
problems in Social Security, we first had to put our fiscal house in order. Under President 
Clinton's h:adership, we have now done that. The budget deficit has fallen from $290 billion 
in 1992 to $22 billion last year, and President Clinton's FY 1999 budget will produce 
balance by next year. 

(2) Surpluscs Rcscn'cd Pcndin~ SOCill1 Security Rcform. As the President emphasized 
in his State orthe Union address, the projected budget surpluses should be reserved pending 
Social Securi'ty reform. Until we address the critical challenge of strengthening the Social 
Security system and ensuring retirement and disability security for America's hard-working 
families, the iAdministration believes that we should not use the projected surpluses for 
anything else. , 


I 

(3) Bipartisan Rcgional Conferences in 1998. The President believes 1998 should be 

used to engage Amcricans in an inclusive national debate about Social Security reform. 
He challcnges ewry American to attend a conference or forum on the issue --or to organizc 
and host one if there aren't any planned in H given area. The President has asked the AARP 
and the Concord Coalition to convene bipartisan and balanced regional conferences. The 
President or Vice President will attend three to four of these conferences, and will also be 
hosting a conference on private retirement savings in July. The President and Vice President 
also encourage other groups to organize conferences. The national dialogue should allow 
all Americans to express their views, and hear the views or others. 

(4) White libuse Confcrence. At the end orlhe year, the President will host a bipartisan 
White House Conrerence on Social Security as a culmination of the various conferences, 
forums, and discussions held throughout the year. The purpose of the White House 
conference is to bring together the lessons learned from the national dialogue. 

(5) Ilipartisllll Ncgotiations in ."lIlultn' 1999. Following the White I-louse conference at 
the end of the year, the President and his team will begin negotiations in January 1999 with 
the bipartisan Congrcssionallcadership over Social Security reform. The President is firmly 
committed to strengthening the Social Security system. 



PRESIDENT CLINTON'S FY 1999 BALANCED BUDGET 

TAX RELIEF FOR WORKING FAMILIES 


A RECORD OF TAX RELIEF FOR WORKING FAMILIES. Il<;gillning with the tax 
cut for 15 million working families in 1993, President Clinton has delivered tax relief 10 
make it casicf for working families to raise their children and send them to'cOllege: The new 
$500 Child ~ax Credit the President pushed for and signed into law last year will help 27 
million working families .. The President's $1,500 HOPE Scholarship advances his goal of, 
making access to two years of college universal. His Lifetime Learning Tax Credit will help 
7.1 million c~lIcgc juniors and seniors, graduate students and working Americans upgrade 
their skills anlel education. Because of this strong record, the typical working family of four 
making the n~cdial1 income now faces the lightest federal tax burden in decades: 

I . 

Conside~ a middle income family offour making about S53,720 this year. When 
President Clinton took offlc.e, thisjiunily paid J6.8 cents on each dollar ofincome to (he 
federal government to cover income and payroll taxes. Since then, this tax hllrdell has 
fallen, so Ihat this year, the typical middle~il1come family wifl pay J5.5 cents on each 
dollar ofincome to Ihe federal governmenl -~the loweSI federal lax rale in 20 years. And 
Ihis burden will jedl evenfllrther nexl year, as il reaches 15.1 percent. 

Thc budget tal{cs (hc ncxt stcp :lI1d provides $24,6 billion over five yea.'s ~IIHJ $56 hillion 
over tcn ycars in tax relief to: 

MAKING CIIILD CARE MORE AFFORDABU~ 

• 	 The Child :md Dependent Care Tax Credit would be increased for 3 million \vorking 
families, ~iring out incomc lax liability for most families with incomes below 200% of 
the poverty linc (about $35,000 for a family of four) who have maximum allowable child 
carc·expenses. These faniilies will receive an average annual tax cut of$330 al a cost 
of$5.2 billion over five years, 

• 	 New BuLncss T:1X Credits. The budget also invests one~halrbillion dollars over five 
years in:a 25 percent tax credit (up to $150,000) for annual building, acquisition, 
operational or contracting costs to encourage businesses to provide child care for their 
employe~s. 

I 
INCREASING ENERGY EFFICIENCYAND IMPROVE TilE ENVIRONMEN7: The 
budget contains $3.6 billion over the next 5 years in tax cuts for energy efficient purchases 
and renewable energy: 

• 	 Tax Credits For Fuel Efficient Cars. The tax package includes tax credits 01'$3,000 
and $4,QOO for consumers who purchasc advanccd~technology. highly fuel cfficicnt 
vehicles --expected to total $660 million over the next five years. 

• 	 Tax Crcdits For Rooftop Solar Systcms. Another tax provision provides a 15 percent 



credit (up 'to $2,000) for purchases of rooftop solar equipment --to provide incenlivC5 for 
meeting the Million Solar Roofs goal. 

.. 	 Other T:u Credits For Energy Etlicicncy. TIle tax cuts also inclupe a 20 Jx:rcent eredit 
(subjcct to il cap) for purchasing cncrgy«efficicnt building equipment, a credit of up to 
$2,000 ror purchasing cncrgy~cmcient new homes, an extension ofthe·\vtnd find biolllass 
tax credit, and a IQ percent investment credit for the purchnse of combined heal and 
power systems, 

PROMOTING EXPANDED RETIREMENT SAYINGS. 
I 

.. 	 PayroU ~leductjQn IRAs, Contributions of up to $2,000 made to an IRA through a 
payroll d~duction would be excluded from the employee's income ror tax purposes. 

.. 	 Tax Credit for Small Businc!lscs. To encourage olmd help small businesses eSlablish 
pension plans for their employees, the budget also includes a three ycaf tax credit. For 
tI~e firs! Y~'lf of tile plan. the cl'edit wou!d he 50 pcrccr::t of ~IP to $2,000 in administrative 
and rctirc,ll1Cnt education cxpenses associated with D!lew defincd benciit plan (including 
the new SMART plan described below), 40l{k). SIMPLE or other pension pla:l or 
payroll deduction iRA arrangement: For each of the second and third years, the credit· 
would bc~50 percent of up to $1 ,000 in such costs. The payroll deduction IRA \Inn the 
tax err.;dil. cost $508 million over live years and $945 million over tcn years. 

I 
I 

~ 	 A New Simplified Defined Uencfit Plan for Small Uusincsses. The budget also 
includes u new simpUncd defined benefit plan ror small businesses. This new pension 
choice. tho SMART plan, is designed to bc casy to administer and to provide H 

guaranteed pension benefit to all eHgibtc employees. The proposal costs $304 million 
over five yeal's and $555 million over ten years, 

EXPANDING EDUCATION INCENTlYES. 

Scbool Construction. To spur con::;truction and rehabititation of our public schools, the 
President proposes Federal tax credits to pay interest on nearly $22 billion in bonds fit a cost 
of$5 billion over five yeal's and $11,6 billion over ten years. Two types of bonds would be 
authorized: 1) School Modernization Bonds ~special 15 year bonds with halflargcted to the 
100 school districts wi1h the largest number of low~illCOtnc children and the other lmlf 
allocated to states; 2} Qlli'ilified Zone Academy Bonds --bonds enacled lasl yenT, thm 
encourage public school«husiness partnerships in high poverty areas, would be expanded, 

Employer J'~ovidcd Education Assist.1UCC. Thl.! budget also extends and expands (he tax 
exclusion for employer-provided educational fC>SiSlflllce. The current exclusion for assistance 
with undergraduate education is extended for one year 10 cover courses that begin before 
June), 200 f. The tax exclusion is also expanded to assistance with graduate education., 
This proposal costs $1 billion ovcr both five and ten YC3fS, 

I 



INCREASIN,G TilE LOW INCOME /lOUSING TAX CREDIT. To expand and improve 
the supply ofavailable low income housing, the budget raises the allocation of tax credits 
to states. CurrentIy, the amount of credits a state can U\vuro annually is limited to $1.25 per 
Ct"1pita, '(be lifcsident proposes to raise that limit to $1.75 per capita b>vginning in 1999 at a , 
cost 0[$1.6 billion over five years Dnd $6,7 billion over ten years. This increase wilt lead 
to an additiorial 150,000 10 1RO,OOO units of affordable housing over fivcye'ars. 

I 

c"XTENDlNGKEY TAX INCENTIVES TO IlELP CLE4N VI' DlSTRb"'SSED 
COMMUNITIES, MOVE PEOPLE FROM WELFARE TO WORK AND E"ICOURAGE 
RESEARCHAND EXPERIMENTATiON: 

.. Expensing of llrownficlds Remediation Costs. The b\ldgel would make 
permanent this tax incentive th~l allows certain environmental remediation costs to 
be immediately deducted. 
• \\:,ork Opportunify Tax Credit. Set to expire on June 30, 1998, thc"budget 
extcnds this credit to cover employees who begin work before May 1, 2000. 
.. Wclfarc~t()-Work T:IX" Credit: Designed to encourage employers to hire 
long-term family asslst<l!1CC n.:cipicnts, this important credit would be extended for 
one year and would cover cmployees who begin work before May 1,2000. 

.. R & E Tax Credit. To cncourage research and experimentation, thLs credit 
would be extended for one year through June 30, 1999. 

TAX CUTS, ARE PAID FOR WITU REDUCTIONS IN UNWARRANTED TAX 
BENEFITS. For example, Ifte htu/get proposes Ilwtfirms aI/nellIe their I!xp{)fl profils 
between domestic lInd/orcigll smlrCt! illcome ilt proportioll to lilcir aelil'il)' inlhe Ul1iJed 
Stlltt!.'i awl abroad. 10 ra;.w! $6.6 billioll over Ji~'e years, The hrulgel ("so jlmposes 10 
modify reserve rilles for a/wllity C(mtracl,l' and mmlify corpomle vWlIetilife iJl.\,til'lwce 
fulel' 1o mort! closely reflect tlte tlcillal economics. 

, 

i PRI1SIIlEN'r CU1WO:-l'S FY 1999IlALA:-ICEIJ !lUlJGET 
I1I)!)eATION: PR~:I'AIU:-lG oun CIIILIJREN FOR TIlE 21ST CENTURY 

I 


I 

MAINTAINING OUR COMMITMENT TO MAKING I1lJUCATION OUR 
NUMBER ONE PRIORITY. Bui!ding on the historic balanced budget agreement 
in 1997 which secured the largest education investmenl in 30 years and the largest 
invcstrhcnt in higher education since the OJ. BiB in 1945, the President's FY 1999 . . 
budget' includes the following; 

.. Small Classes with Qu!tHficd Teachers to lml)rovc f~cading in Grades J-3. 
PresiUcnt Clinton is proposing a $12.4 billion initiative over 7 years ($7.3 billion 
over.5 years) to help local schools provide small classes with qualilkd lC:1Chcls 111 ihe 
earlyi grades. This Initialive will help ensure that every child receives persona! 

•, • 



attention, learns to read indcpo.:ndcntly, and gets a solid foundation for Hlrther 
learning. The new initiative will reduce clnss size from a nationwide average of22 
in grades 1~3 to an average of 18, providing funds to help local school districts hire 
an (ldditionalJOO,OOO well~prcparcd teachers. The initiative will also provide funds. . 
to states lind local school districts 10 test new teachers, develop rnore rigorous teacher 
testing and <:crtification r~qtlir~mcnts, and train tcachers in ,effective rending 
instruction practices, School districts wil! be accountable for demonstrating gains 
in reading achievement. These steps will help ensure that first through third grade 
students are receiving hjgh~quatity reading instruction in smaller classes from 
competent teachers. 

• Modern School Uuildings to I mprove Student Learning. For students to leIlnl,, 
schools must be well-equipped and be able to accommodate smaller class sizcs. To 
oddress these and other critical needs, President Clinton is proposing federal tax 
credits to pay interest on nearly $22 billion in bonds to build and renovate public 
schools. This initiative provides more than double the asslsHlnce of tbc 
Admi~istmtion's carlier school cotl..;;trnction proposal, which covered half the imcrcs; 
on an estimated $20 billion in bonds. The tax credits will cost the Treasury $5 
billiOll over 5 yeats, and more dum $10 billion over len years. Of the $22 billion in 
bond ~uthorilY, nearly $20 billion for ~ new School Modernization Bonds. Halfof 
this bond authority will be alldeated (0 the 100 school districts with the largest 
!lumb~r oflow~[ncome children, ~H)d the other half will be allocated to the states. 

i 
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• Education Opportunity Zones! lIe11)ing Students in Puor Communities Rc:u.:h 
High Standards. This irxiliative will strengthen public schools and help students 
master the basic and adva[)ecd skills where {he need is greatest: in high-poverty 
urban and rural eOllununitlcs where low c:xpectations, too many poorly prepared 
teachers, and overwhelmed school systems create significant bnrriers to high 
achievement. The Educntioll Department will select approxlmatciy Ii fly 
high~povcrty urban and rurtl.] school districts with: (I) a demonstrated commitment 
to use high standards and tests as tools to identify and provide help to students, 
t~achers and schools who need it; (2) a strategy to prevent students from falling 
behind by ensuring quality tcaching, challenging curricula, and extended learning 
time;'(3) programs to end social promotion and turn around failing schools; and (4) , 
c:vidence of improved student achievement, Added investments in these 
communities will accelerate their progress and provide models of successful. 
stand~rds~based reform for the nation. The President's initiative will invest $200. 
miHion in FY99, and $1.5 billion over 5 years, in mising achievement and sharing 
lessons lcumcd with school districts around the country, 

, 
• Aftcr~Schuol Learning Opportunities. The FY99 Budget includes a five-year. $1 

billiO:n investment in school-community partnerships that create or expand before 
~and after-school programs. The Department of Education's 21st Centu!}' Lenrning 
Cent~r Program, funded at $40 million in FY98, would be exp~lI1d,,"(l to $200 million 

I 



per year. With n local matching requirement --aided by a $55 million g~ft from the 
C.S, Mott Foundation ~~1his initiative will leverage a lotal 01'$2 billion overall 1'0:­,
after-school programs. 

! 
... 	 Reduce and Eliminate Sludcnt Loan Fees. Saving studCnls $3 billion over five 

yearsJthc budget will phase out the fees that students pay on necd·bascd loans (about 
60 pcrccrH of all studclilloans), and will reduce fees on other loans by 25 percent. 
Until '1993, students lost up to 8 percent ortheir loans in fees to intermediaries <'1I1d 
to the rcderal government. Already reduced 10 4 percent as a result of reforms 
enacted in 1993, the Administration's ncw plan would reduce fees on all loans to 3 
percent in 1999, nnd on nced-ba'iCd loans to 2 percent in 2001, I percent in 2002. and 
elimin..'lted completely ill 2003. 

" WurK~Study. The Budget includes a $70 million incrca5c in funding for the Federal 
WorkwStudy program, bringing the total number of participants to just over one 
million in lhe 1999·2000 school year ~~fCaching that g0<31 one year earlier thall 
phmncd. niis represents a neady 50 percent funding in'crease since 1996 . 

• Educ'ation Technology. The PrcsidCnl's FY 1999 budget includcs an incrcnsc of', 
$137,million over the 1998 level 10 ensure that all children h:lVC o:c..:ess to :hc 
lntenlct, That teachers know how 10 usc technology effectively, a!H.l to broadcll 
access to high qualily learning opportunities for adults using the Internet and other 
new technologies,, 

- Tc~~cher Tn'ining in Technology. 'llltS program will ensufC that all new teachers 
entering the workforce can integrate technology effectively illto the curriculum 
a!ld can understand nc\v styles nflcaching and learning ellabled by technology., 
, 

Lcnrnlng Anytimi!-t Anywhere Inilillti\'C. This initiative makes it caSler for 
A'mericans who live in remote, rural areas, have a disability, or have competing 
rrimily and work demands to have access 10 individualized tlp~to~date affordable 
education and lraining. 

.. 	E:lrlJ Intervention to Promote College AHcndancc. President Clinton will soon 
anllouncc a ]ong·tcrm effort to bring college opportunity to children in high-poVCl1y 
areas' by providing their famiIies with early lnfomlation about financial aid and 
appropriate academic preparation, as welt as mentoring and other support services 
to heh) the children stay on track through high scbool graduation nnd into college. 

ACCESS TO HEALTH INSURANCE FOR PEOPLE AGES 55 TO 65 

IlACKGROUND 



Americans ages 55 to 65 face special problems of access and affordability. They 
face greater risks of health problems, with twice the chances of heart disease, 
strokt:s', and cancer as people aged 45 to 54. As people approach 65, many retire 
or shift1to pan-time work or self-employment as a bridge to retirement, sometimes 
involuntarily. "Displaced workers aged 55 to 65 are much less"likely than younger 
workers to be re-employed or re-insured through a new employer. As.a· rt:sult, more 

t • ~- .' 
of them rely on the individual health insurance market. Without the benefits of 
having their costs averaged with younger people, as with employer-based insurance, 
these people often face high premiums. 

Such abcess problems will increase, due to two trends: declines in retiree health 
coverage and the aging of the baby boom generation. Recently, businesses have cut 
back Ol~ offering health coverage to pre-65-year-old retirees; only 40 percent of largc 
firms now do so. In several small but notable cases, businesses have dropped 
retirees' health benefits after workers have retired. These "broken promise" retirees 
lack access 10 employer continuation coverage and could have problems finding 
affordable individual insurance. Finally, the number of people 55 to 65 years old 
will ris~ from 22 million to 35 million by 2010 - or by 60 percent. , 

I , 
POLICY DESCRIPTION 

I 

The President has proposed three policy options to improve access to affordable 
health insurance for targeted groups of Americans ages 55 to 65. 

1. Medicare Buy-In for People Ages 62 to 65 

The centerpiece of this initiative is the Medicare buy-in for people ages 62 10 65. 


Eligibility: People ages 62 to 65 who do not have access to employer 

sponsored or Federal health insurance may participate. 

I)rcmium Payments: Participants would pay two, geographically 

adjusted premiums: 


Prc-65 premiuui: The pre-65 premium would be paid monthly 
between enrollment and when the participant turns age 65. It is 
the part of the full premium ,that represents the average Medicare' 
costs for people in this age group. For 1999, it would be around 
$300 per month and would be updated annually. 

Post-65 premium: The post-65 premium would be paid monthly 
beginning at age 65 until the beneficiary turns age 85. It is the 
part of the premiulll that represents the extra costs if participants 
are sicker than average. For 1999, it would be around $16 per 
month for each year of participation (about $48 per month for a 
person who buys in from age 62 to 65). At the time of 
enrollment, participants would be told their post-65 premIUm. 



The post-65 premium would be re-estimated for future 
participants to ensure that it reflects actual experience. This 
premi~m would be added to their Part B Medicare premium. 

This two-part payment plan acts like a mortgage: It makes the up-front 
premium affordable but requires participants to pay ba<;.k;Jhe Medicare 
"loan" with interest. 

Enrollment: Eligible people would apply at Social Security offices. 
They would bring proof of their age and eligibility for Medicare when 
they turn 65. They would do this within 63 days of either turning 62 or 
losing access to employer-based or Federal insurance (63 days is the 
maximum time period that a person can be uninsured and still be 
protected by Health Insurance Portability and Accountability Act). 

Applicability of Medicare Rules: Benefits and most protections would 
be, for paying participants, the same as those of Medicare beneficiaries. 
Participants would have the choice of fee-far-service or managed care. 
No Medicaid assistance would be offered to participants far premiums or 
cost sharing. Medigap policy protections would apply, but the open 
enrollment provision remains at age 65. 

Disenrollment: People could stop buying into Medicare at any time. 
People who disenroll would pay the post-65 premium as though they had 
been enrolled for a full year (e.g., a person who buys in for 3 months in 
1999 would pay the post-65 premium as though they participated for 12 
months). This is intended to act as a disincentive for temporary 
enrollment. People may only enroll once; for example, a participant may 
not disenroll at age 63 and re-enroll at age 64. 

Medicare Trust Fund Impact: According to the l-ICFA Actuaries (who 
also monitor the status of the Trust Funds for the Medicare Trustees), 
this initiative will not decrease the life of Medicare's Trust Funds. 
Premium collections will be allocated to the Trust Funds in proportion 
to spending from those Funds for participants. The Medicare Part B 
premium and managed care rates for regular Medicare beneficiaries will 
be calculated independently of the buy-in. 

2. Medicare Buy-In for Displaced Workers Ages 55 and Over 

In addition to people ages 62 to 65, a targeted group of 55 to 61 year olds could 
buy into Medicare. The Medicare buy-in would be the same as above, with the 
following exceptions. 

Eligibility: People would be eligible if they are between ages 55 and 61 



and: (I) lost their job because their firm closed, downsized, or moved, 
or thcir position was climinated (dcfined as being eligible for 
unemployment insurance) after January I, 1998; (2) had health insurance 
oo,their pn:vious job for al least onc year (certified.,.through the process 
created under HIPAA to guarantee continuation coverage); and (3) do not 
have access to employer sponsored, COBRA, or~..pedcral health 
insurance, Spouses of these eligible people may also buy into Medicare, 

Premium Payments: Participants would pay one, geographically 
adjusted premium, with no Medicare "loan", This premium represents 
the average Medicare costs for people in this age group (one premium for 
age 55 to 59, another for 60 to 61) plus an add-on to compensate for 
some of the extra costs of participants who may be sicker than avcrage, 
For 1999, the premium would be $400 per month and would be updated 
annually, . 

Discnrolhncnt: Like people ages 62 to 65, eligible displaced workers 
and their spouses must enroll in the buy-in within 63 days of becoming 
eligible, Participants continue to pay premiums until they voluntarily 
diseoroll, gain access to employer-based insurance or turn 62 and becomc 
digibh.: foJ' the more general Medicare buy-in. Oncc they disenroll, they 
may only re-enroll if they mc(;l the eligibility J'uh.:s again (e.g., arc 
displaced again). 

I 
3. ~mllloJ'cr Buy-In (COBRA Contimmtion Covcrage) for Certain Retirees 

The Prcsident would also help retirees whose former employer unexpectedly , 
drops their retiree heallh insurance, leaving them uncovered and with few places 
to turn. 

I 
Eligibility: Tennination of retiree health benefits (i.e., they wcre covered 
but their employer ended that coverage) for retirees agc 55 to 64 and 
their dependents would become a COBRA qualifying event. 

Prcmium Paymcnts: Participants would pay 125 percent of the active 
employees' premium .. This premium is higher than what mOSl other 
COBRA participants pay (102 percent) to hclp offset the additional costs 
of participants. 

Enrolhncnt: Participants would enroll through their formcr employer, 
following the same rules as other COBRA eligibles. 

Discnrollmcnt: Retirees would be eligible until they tun~ 65 years old. 
Dependents would be eligiblc for othcr related periods of cligibility as 



I 

other COBRA enrollees, 

Federal Budget Impact: There is no Federal budget impact because 
costs would be paid for by the private sector, prinlflrily through retiree 
premium contributions, 

, .._.......-,
, 
, 

Medicare Anti-Fraud, Waste and Abuse Initiatives 

ThJ Medicare buy-in would produce somc costs primarily because Medicare is , 
"loaning': participants part of the premium at ages 62 to 65. Even though in the 
long-run the buy-in for 62 to 65 year aIds is self-financing, the President has 
proposed a set of anti-fraud, waste and abuse provisions to offset the up-front 
"loan" and any costs of the displaced workers' buy-in. These policies also arc 
part of the President's ongoing effort to root out fraud and waste in Medicare. 
Five of the President's anti-fraud, waste and abuse initiatives produce scorable 
budget savings. 

Eliminating Excessive Medicare Reimbursement for Drugs. A recent 
report by the HHS Inspector General found that Medicare currently pays 
hundreds of millions of dollars more for 22 of the most common and 
costly drugs than would be paid if market prices were used. For more 
than one-third of these drugs, Medicare pays more than double the actual 
acquisition costs, and in one case pays as high as ten times the amount. 
This proposal would ensure that Medicare payments be provider's actual 
acquisition cost of the drug without mark-ups_ 

Eliminating Overpayments for Epogen. A 1997 I-II-IS Inspector 
General report found that Medicare overpays for Epogen (a drug used for 
kidney dialysis patients). This policy would change Medicare 
reimbursement to reHect current market prices (from $10 per 1,000 units 
administered to $9). 

Eliminating Abuse of Medicare's OutpatienfMental Health Benefits. 
The HHS Inspector General has found abuses in Medicare's outpatient 
mental health benefit - specifically, that Medicare is sometimes billed 
for services in inpatient or residential settings. This proposal would 
eliminate this abuse by'requiring that these services are only rro~ided in 
the appropriate treatment setting. 

Ensuring Medicare noes Not Pay For Claims Owed By Private 
Insurers. Too often, Medicare pays claims that are owed by private 
insurers because Medicare has 110 way of knowing the private insurer is 
the primary payer. This proposal would require insurers to repon any 
Medicare beneficiaries they cover. Also, Medicare would. be allowed to 
recoup double the amount owed hy insurers· who purpose!y let Medicare 



pay claims that they should have paid, and impose fines for failure [0 

report no~fault or liability settlements for which !v1edicare should have 
been reimbursed. 

•
Enable Medicare to Negotiate Single, SimpUflcd Payments n}r 
Certain Routine Surgical Procedures. This propo~Rkwould expantl 
HCFA'5 current "Centers of Excellence" demonstration that enables 
Medicare to pay for hospital and physician services for certain high~cost 
surgical procedures through a single, negotiated payment. This lets 
Medicare receive volume discounts and. in return, enables hospitals to 
increase their market sh~lrc, gain clinical expertise, and improve quality. 

A series of other anti-fraud. waste and abuse actions arc proposed as well (sec 
"Ten~Point Plan, »announced by the President on January 24, 1998). 

CHILOREN'S HEALTH OUTREACH 

BACKGROUNn 

Last year. the Prcsident, with bipartisan Congressional support, signed into luI.\<" the 
IJrgcst single eXpa(\SlOJ1 ofchildren's health insurance in 30 year::;, The Children's 
Health Insurance Pl'Ogral11 (CHIP) provides funds for covcmgc of millions of 
wo~king.nH11ilicsl uninsured children. These ihmilies typically have too much 
jnc~mc to qualify for Medicaid but too little 10 afford health insurance, But. to 
ensure the success of this program, an aggressive campaign to enroll eligible, 
uninsured children is needed. . 

I 

In addition. over 3 million children arc uninsured but eligible for Medicaid today., . 
Educating families about their options and enrolling them in Medicaid has always 
been difficult, but it has recently become even more challenging. The number of 
chiJdrcn enrolled in Medicaid leveled off in 1995 and, according to the Census. 
dropped by 6 percent in 1996. While some orlhis decline may be due to the lower 
Humber of children in poverty, ,mother reason lor this decrease may be families' 
misunderstanding oftbeir children's continued eligibility for Medicaid that the 
we!farc reform explicitly gllaranteed. 

"OLICY IlESCRII'TlON 

To give States the tools and funding to lind and enroll uninslired childrCl), the 
President's 1999 Budge! invests $900 million over 5 years in children's health 
outreach policies, 

• .~und fOl" outreach. In welfare reform, a special $.500 million pool was 



created to fund efforts to improve Medicaid enrollment offamilies affected 
by welfare reform. 
The President's 1999 Budget includes a proposal that would expand tile 
us~of this fund. Slates would be able to receive a 90 pgrcent matching rate 
for most outreach activities for all uninsured children, not just those who 
would have been eligible for welfare. The Federal fund~JQ,.C};'lVer the extra 
matching (above Medicaid's regular matching amount) would come from 
this fund. In addition, the proposal would remove the sunset of the fund 
in 2000 and add another $25 million to assist States with increased 
outreach activities. This outreach fund would provide States with the 
resources to simplify enrollment systems, launch ad campaigns, educate 
community volunteers. and conduct other outreach campaigns to find and 
help enrollllninslired children. 

• 	 Allowing immcdiatc Mcdicaid coveragc through schools, child C:lI"C 

rcsourcc and referral ccnters, and othcr sites. 'l.'he Balanced Budget Act 
(OBA) of 1997 gave States a new option in Medicaid to grant 
"presumptive eligibility" to children. Certain children may receive 
immediate Medicaid coverage on a temporary basis while waiting for a full 
Medicaid eligibility determination. 

The President's 1999 Budget proposes to make this presumptive eligibility 
option more Oexible and attractive to States. First, it would broaden the 
definition of who can determine presumptive eligibility ta include sites 
such as schools, child care resource and referral centers, child support 
enforcement agencies and CHIP eligibility workers. These people arc on 
the front lines in caring for children and could hcJp educate and enroll them 
in Medicaid. Second, it would eliminate the requirement that States 
subtract the costs of presumptive eligibility from their CHIP allotments. 
Instead, these costs would be matched as a regular Medicaid State plan 
optian. Both of these changes would give States greater incentives and 
flexibility for using this option. 

In addition, the Department of J·lealth and 1·luman Services (HI·IS) has identified 
a number of ideas and options for States ta simplify enrollment and integrate 
Medicaid and CHIP. This includes encouraging "out~stationing" of eligibility 
wo:rkers; using mail~in, simple applications; and lIsing a joint application form for 
both Medicaid and CHIP. (see leller to State Health Officials from HHS, dated

I 	 . 
January 23, I 998Jor delail~)., 

CANCER CLINICAL TRIALS FOR MEDICARE BENICFICIARIES 

I 
BACKGROUND 



More than 40 percent of Americans will be diagnosed with cancer during their 
lifetime and more than 20 percent will die from i1. Less th~m three percent of 
cancer patients participate in clinical trials. Moreover, Amerlc<llls over the age of 
65 lnake up half of all cancer patients, and arc 10 limes mors-dikely to get cancer 
than younger Americans, Many scientists believe that higher participation In 
dink:al triuls. could lead to faster development of therapies forinore of those in 
ncca, as it ortcn takes between three and five years to enrol! enough participants 
in a' cancer clinical trial to makc the results scientifically legitimate and slatislicatly 
mc~ningful. Older Americans and people with disabilities covered by Medicare 
frequently cannot par1icipate in cut1tng~edge cancer ciinical trials because the 
program docs not pay for such trcutrncnts until they me established as standurd 
therapies.,, 
I'OLICY IllcSCRIPTION , 

The President has proposed a demonstratiun thar would help Medicare 
beneficiaries access these cutting-edge cancer ircatmcnts . 

., 	 Thrcc~Ycar DemonstmUon rrogram fol' Mcdic:lrc Hencficiarics. The 
proposal would establish a thrt'C-year $750 million demonstration program 
for Medicare beneficiaries to cover the patient care costs associated wilh 
certain cancer trcatnH!Iit clinictlJ tnais (research studies with patients) . 

., 	 Coven Certain Cancer CJinic;li 'I'ri:lls. Studies sponsored by tile 
National Institutes of Health (NIH) would qmtlify, 111is includes: 

Trials conducted by NCI programs that overse\! and coordinate 
extramural clinical cancer research; 

Trials conducted by Cooperative Groups pro?r~ilns; 

NCI-sponsored trials at NC1-dcsignatcd Cancer centers; 

NCI grants supporting clinical investigators; (Iud 

Clinical trials 1'or cancer conducted at other KI H institute::., 

After one year, the proposal also allows for amendments and/or additions to this 
sct of tria!s hy the Secretary of Health and Human Services within the same 
fu~ding constmints. vlith the advke of the Institute ofMcJidne~s National Cancer 
Policy"'Homd, ' 

! 

,. 	 Jru.':ludc.'S Report to Congress l?oJlowing Thrcc~Ycar f)cmonstrution. 
The proPOS>1! includes a review and evaluation or the demonstration by !he 
S.."Cretary of Health and Human Services, in cOllsulultioll with the Institute: 



of Medicine's National Cancer Policy I3oard, to consider whether to extend 
and/or expand the demonstration, no latcr than 30 months aftcr cnactment. 

• 	 No Impact on the Medicare Trust Fund. The demonstration would be 
adl~linistered by the Hcahh Care Financing Ad1~inistration, which 
administers Medicare, but would be fundcd by $750 IWUi9;1l in receipts 
from tobacco lcgislation. It would thercfore have no effect the financial 
condition on the Medicare Trust Fund. 

• 	 Builds on thc Hipartisan Legislation in the Congress. Senator Mack 
and Senator Rockefeller and Representative Nancy Johnson have taken 

I' 	 leadership in this area by proposing similar legislation that would provide 
cancer clinical trial coverage for Medicare beneficiaries. 

FUNDS FOR AMERICA 

The 1999 Presidcnt's budget meets the challenge of investing in our future by 
proposing three new investmcnt funds for America --for rescarch, thc environment, 
and transportation --to direct resources to these critical priorities. 

• 	 The Research Fund for America includes a broad range of 
investments in knowledge, including research programs of the 
National Institutes of Health; the Centers for Disease Control; the 
National Science F<;HlIldation; the National A~ronauties and Space 
Administration; the Energy, Agriculture, and Education 
Departments; the Commerce Department's National Institute of 
Standards and Technology; the Department of Agriculture; a 
multi-agency Climate Change Tcchnology Initiative; and other 
programs. 

• 	 The Environmcntal H.csources Fund for America encompasses 
the multi-agency Clean Water and Watershed Restoration 
Initiative; the new Land, Water, and Faci!ity Restoration Initiative; 
the Agriculture Department's water and wastewater program for 
rural communities; and the Environmental Protection Agency's 
programs for cleaning up hazardous waste sites (within thc 
Superfund) and for cnsuring ckan watcr and safe drinking water. 

• 	 Thc Transportlltion Fund for America includes the 
Transportation Department's highway, highway safety, and transit 
programs; the Flight 2000 fn.:e night demonstration program; and 
FAA programs, including Airport Grants. , 

Tobether, these deficit-ncutral funds provide $75.5 billion in 1999, a $4.7 billion 



increase .over 1998 levels. all ofwhich is requested US discretionary appropriations. 
The financing of1hesc Funds applies tbe prlnciple of pay~as~you~go in the Budget 
Enforcement Act --wbich applies to mandatory spending --to discretionary 
spending as well. All three funds are deficit neutral, and arc financed with a 
combination of transfers within the discretionary cnps ~Imt sp(.:cific mandatory 
savings and revenUe proposals. For 1999, the Funds nrc financed as [oHows: 

j, ""''''~,", 

• The Research Fund for Amcricn is tinanccd through funds. 
available under the discretionary caps, receipts from tobacco 
legislation, and savings from VA tobacco reform. 

• 	 The Em'ironmentul Resources Funu for Amcl'icn is financed 
through funds available under the discretionary cups and a renewed 
Federal tax to support the Superfund. 

• 	 The TmnsporhltioJl Fund fol' America is financed through funds 
available under the discretionary caps. 

, 

Thb usc of mandatory offsets for discretionary spending is permissible undel' 
cur~ent scorckeeping rules and precedents. Mandatory offsets were used in both 
the! FY 1996 (the sale of the U.S. Enrichment Corporation and debt collection 
reform) and FY 1997 (speelrum receipts and rdorm of the biUlk insurance fundS) 
appropriations processes to fund important discretionary programs. Altcmatively, 
Copgress may choose to specifically authorize mandatory offsets lor the purposes 
of these new lnvcstmcn~ Funds_ The Administration intends to work witb the 
Congress to determine the bes.t approach. 

ENVIRONMENT AN)) NATURAL RESOURCES 

The 1999 budget requests $3 J.5 billion in discretionary spending for high-priority 
cn~'lronmental ilnd natural resource programs. $1.4 billion, or five percent, more 

. tha,n the 1998 enaclcd level. The budget includes a major initimive to begin 
addressing climate change through higher research spending and ncw tax 
inc'clllives to spur energy efficiency and develop low-carbon technologies TIle 
budget also proposes an innovative, deficit-neutral financing mechanism lor many 
key environmental restoration programs --the Environmental Resources Fund for 
A~crica --that supports two additional initiatives: water quality. and land/facility 
rcstormiQu. 

~ 	 Clim;dc Change Technology Initi~Hive. The budget provides a five-year, 
56.3 billion package of tax incentives and research spending to reduce the 
Nation's emissions of greenhouse gascs~ The 1999 incrcm;e i:-> $0.9 
billion, roughly doubling the 1998 enacted level, as a down~paymcllt on the 



Presiden.t's fivc~ycar commitment Approximately $2.7 billion of the $6.3 
billion packnge is R&D spending to develop more fuel-emcient 
automobiles and trucks, energy-savhlg technologies. for commerci3t 
buildings and homes, more energy-efficient industrial processes, nnd 

•
renewable energy sources such as biomass, wind, photovoltaics, and fuel 
cells. The remaining $3.6 billion of Ihe $6.3 billio[l.,p.ackage arc tax 
incentives to stimulate the adoption of more efficient technologies in 
buildings, vehicles j and power generation. 
for highly fuel-efficient vl!hiclcs, a lax credit 0[$4,000 would be avnilnblc 
in the year 2003 for vehicles that get three tin~es the base fuel economy for 
their class, A tax credit of$3,000 would be available in the year 2000 for 
vehicles: that get two times the base fud economy for their class, Bolh tax 
credIts would phase alit over time (the S3,000 credit by 2006; the $4.000 
eredit by 20 I OJ, 

• 	 Environmcntal Resourccs Fund ftlr Amerka. 'nlC budget proposes the 
Environmcntal Resources Fund for America, a mechanism to usc PA YGO 
offsets to pay for increases in high priority discrelionary environmental 
pn)grams, Tbe Fuml provides $7.7 billion, 14 percent above 1998, lor key 
environmental n:storntioll programs. The Fund includes: 

Land, Water, and Facility ReSfOrafionifliliafive: The budget proposcs on 
increase of$92 rnillion, eight percent morc than in 1998 (and $961 million, 
16 percen!. over 5 years) for construction and maintenance for national 
parks, foresls, refuges, puhlic lands. and lndian schools, In addition, the , 

" initiative includes a 43 percent increase in [and acquisition spending over 
the next five years from the Land and Water Cons.erv<ttion Fund (LWCF) 
and a 12 perct.:nt inCrCH$C ove-r five years from the Historic Pn.:scrvalion 
Fund. The LWeI' request in 1999 is at the 1998 cnacled level of$270 
million, excluding the $699 million in one-time priority land acquisition 
funding in the 1997 budget agreement. 

Clean WaJer tl!ICIIValershed Restoration Initiative: The budget includes 
$2.2 billion. <1 $56S million or 35 percent increase over f998, for a 
multi-agency initiative to restore and protect the Nalion's waterways by 
preventing polluted rtmoff, protecting public health, and ensuring 
conllnunity~b<lsed watcrslil:d managen~ent. Within tllb; total, the budget 
proposes $143 million, the full amount authorized, for California 
liay-Delta watershed restoration activities and $282 million, 24 percent 
more than in 1998, to continue the Administration's support for restoring 
the Everglades. 

Water Qualily In!ras/tuc'ure: The budget proposes $1.85 billion in 
capitalization grants for Drinking Water State Revolving Funds (SRFs), 
which mll.kc low-interest loans to help municipalities address water qmtlity, 



Of this amount. the budget includes $1.1 billion in grants for the Clean 
Water SRFs and $775 million for the Safe Drinking Water Act SRFs. The 
funding leve[s for the two SRFs make progress tow-Jrd the 
Administration's goal or providing sufficient capitnl for the funds to 
provide $2.5 billion a year in fimmcial nsslstance to n~i!1icipalilics over the 
long nIH, 

USDA Water 20011: 11,e badget provides raads for usri1\'s Water 2000 
initiative ~-to bring sare drinking water to rural Americans \\':ith some of the 
Nat~olt"s most serious problems of water availability, dependability, and 
quality ·~withilt its $1 J billion ror rural water and wastewater grunls and 
loans. 

Superfund Cleanups: The budget proposes $2, I billion for Superfund, a 
40 percent incrcilse over 1998. These funds will help meetlhe President's 
pledge to double the paee ofSurcrfbnd cleanups, bringing the total number 
of cleanups to 900 by the elld of 200 I. 

• 	 EPAls Ollcr:tting J'rogram. The budget proposes $3.6 billion, an eight 
percent increase over 1998, for EPA's opernting progmn1. which includes 
most of EPA's research, rc:gulntory, partnership grants (with SHI\C-S and 
Tribes), and enforcement progrnms. The program represents the backbone 
of the Nillion's; efforts to protect public heallh and the environment through 
sound science, standurd setting, enforcement, and other means, ellsuring 
tbat our watcr is pure, our air elcHn, and our food safe. 

• 	 Brownfield:; Redevelopmcnt InitiMivc, The budget proposes to extend 
the President's Brownficlds initiative, which promotes cleanup ~md 
redevelopment of nbandolteJ land ~.usual1y in inner cities --contaminated 
from previous industrial usc. EPA would receive $91 million (+$3 million 
over 1998) ror gr.mts to communities for site assessment and 
redevelopment plannIng. and for revolving loan funds to finance clean up 
efforts at the local leveL HUD would receive $50 million, $25 million 
rnore thiln in 1998, to leverage Slate, local. and private funds for 
redeveloping eleancd~up sites and crerHingjobs. The b\ldget also proposes 
to extend the targeted tax inccntives to spur ilrownfic!ds cleanup. 

~ 	 Endangered Species Aet. The budget provides $) 13 million, a $36 
minion inereasc over 199&, tor DOl's endangered species program, mainly 
for thc Administration's new rerOmlS to encourage private landowners to 
protect species. The budget nlso includes $40 million, a $10 million 
increase over 1998, for the National Oceanic and Atmospheric 
Administration's endangered species program, mainly focused 011 habitat 
conservation planning. 

.. 	 Multilateral nnd Bilnter:!1 En\'ironmentl.ll Assistance. The budget 

http:En\'ironmentl.ll


proposes $322 million, threc pcrccnt more tha:1 in 1998, for bilateral .and 
multiluteral environmental assistullce, Bilateral assiswncc includes U,S, 
Agency for International Devc!opment (USAID) activities to address topics 
suoh as biodiversity, and to imp!cmenl USAID's Jive-year, $1 billion 
commitment to. help developing countries address climate change, 
Muhilatcrnl assistance funds U.S. voluntary contribut'kms to the UN 
environmental system and other international environmental activities. 

• 	 Global Environment Facility (GICF). The budgct provides $300 million 
for U.S. obligations to the GEF, which is the world's leading instituriop for 
protecting the global envIrOnment from climate change, extinction of 
valuable species, and the oceans' fish popufalion. This proposal includes 
$193 million ror U.s, contrihutions previously due and $107 million for an 
inttial contribution to replenish the GEF between 1999 and 2002, 

• 	 Pederal Facilities Cleanup Ilnd Complhmce. The budget provides 56, I 
billion, an increase of $275 million over 1998, for the Department or 
Energy's Environmental Management program for cleaning up Federal 
h1Cili.tlcS eOl1laminaled with radio<1Clive or hazardous waste left over from 
over 40 yenrs of research, production, and testing ofnudcar weapons. '1l1t: 
budget also includes $4.4 billion for Department of Defense clean-up 
activities on mililnry bases, a decrease of $450 million from 1998 largely 
due 10 the completion ofoncwtime projccts and dean-ups at closed military 
bases. 

CLIMATE CHANGE TECIINOLOGY INITIATIVlc, 
I 

I 


La~t Ifill, the President announced a nine-point pli.l:l to begin addressing clinmw 
clmngc, including a five-year, $5 billion package of tax incentives and R&D 
.s~nding 10 spur encrgy efficiency and help develop low-carbon energy sources. 
With the historic agreement in Kyoto in December to reduce greenhouse gas 
em,issions, the President is now proposing a $6.3 billion initiative over 5 years 
~$2.7 billion in increascd spending and $3,6 billion in tax incentives. For 1999, 
the: budget includes $473 million in increased spending on climate-change mInted 
technologies ($1.292 billion \IS, $819 million in 1998) and $421 million in tux 
incentives. The total first-year initiutive is $894 million, and covers the followi!lg 
meas: 

BUILI)INGS 

Accelerate Hw deployment"fexisting techllologies timmgh better labeling 
ofhighly efficient technologies and ~Ipplianccs, through the Partnership for 
Advanced Technologies in i-lousing (PATH), and through. lax credits for 
the purchase of certain highly efficient building equipment and for the 



purchase of highly-efficicnt new homes. PATH will be a cooperative 
effort by HUn, DOE, and EPA to work Wilh the building, industry and 
communities to develop and deploy the best available housing technologies 
nnd practices. ~ 

The [ax cuts include a 20 percent credit (subject {o a cup)1'or purchasing 
energy·efficient building equipment, II credit of lip to $2,000 for 
purchasing energy~efficient new homes, [til extension of the \',Iind and 
biomass tax credit, and a 10 percent investment credit for the purchase of 
combined heat and power systems. 

• 	 Milliolt Solar Roofs. Last June the Prcs:dcnt annOUllced an initintive to 
Cl1COUl1lgt: the Installation of one million solar hot WillCt aJ~d photovoltaic 
installations on buildings over the next 10 ycar~. DOE will fund 
cost-rl!dllction R&D fol' rooft<lp soluf systems, and will establish 
partnerships with col'nmunities ~lnd buildcrs. In addition, the budget 
includes a 1S percent tax credit (up to $2,000) for purchases of rooftop 
solar equipment --to provide inccntives for meeting the Million Solar 
Roofs goal. 

• 	 DOE is also increasing ib' re!ieaTcli on btlildmg systems modeling and on 
major components such as advanced hcat-pumps, coolirtg systems, 
furnaces, and lighting, 

I 
INIlUSTRV 

• 	 DOE will illteHsify ill' partl1crsltips willi ilUllIslri on technology roadmaps 
and plans to reduce energy consumption and secure early reductions in 
greenhouse gas emissions. Partnerships currently exist with tile aluminum, 
steel, glass, paper and forest products, metal casting. ~md chemicals 
Industries. Cost~shared R&D with industry teams and consortia will b::: 
enhanced, and complementary efforts will be undertaken by EPA, USDA, 
and DOC (N[ST), leading to voluntnry, industl), greenhouSG gas reductions. 

• 	 Combiul!d /teal aud pOIVer is o.n advanced lorm oj' cogeneration that 
integrates power generation with the: provision of uscrlll thermal energy in 
u fuclory or building. This initiative com,bincs R&D with a 10 percent tax 
credit for investments.· 

• 	 Fluorine recovery lax credits. Tax credits arc proposed for ceriain 
investments to remove or recycle fluorine and fluoro~j'bon compounds 
that arc potent greenhouse gases. 

TRANSI'ORTATION 

., 	 Tlte Partnersitip flU it New Geltemti(JIt Of Vehicles (P,I\/GVj IS a 



government-industry effort to develop a safe, clean, and affordable car that 
gets up 80 miles per gallon. Production prototypes arc planned for 2004. 
DOE is the largest player, followed by EPA, DOC, NSF, and DOT. In 
1929, the combin¢d request for PNGY-related work in those agencies is 
$277 million, up from $227 appropriated in 1918. The budget also 
proposes tax credits to encourage the purchase .o{....tnis type of 
highly-efficient vehicle. 

• 	 Tax Credits For Fuel E.jficiellt Cars. The budget includes tax credits of 
$3,000 and $4,000 for consumers who purchase advanced-technology, 
highly fuel efficient vehicles --expected to total $660 million over the Ilext 
five years. 

• 	 Partnerships/or Light ami Heavy Truck.\'; Similar government-industry 
efforts are proposed to develop more efficient diesel engines for both light 
trucks and heavy trucks. 

• 	 Sustaillable Trallsportation promotes alternatives to single-occupancy 
vehiCle travel, modeled after the approach adopted by Portland, Oregon. 
Programs in EPA and DOE will be coordinated with existing and planned 
DOT programs, and a tax law amendment is proposed to equalize treatment 
of employee parking and transit benefits. 

ELECTRICITY 

I 
• 	 Reltewable eltergy. DOE will expand research partnerships in 

technologies such as wind, photovoltaics, geothermal, biomass, and 
hydropower to accelerate price reductions and improve performance. The 
1999 budget proposes a $100 million increase for solar and renewable 
energy R&D --a 37 percent increase over 1998 --and a 5-year extension is 
proposed for the tax credit for electricity produced from wind and biomass. 

• 	 Electricity Restructuring. DOE and EPA will work with States and 
utilities to ensure that the restructuring does not impede the adoption of 
renewable en·ergy technologies. 

• 	 Nuclear power-plaltt ~ife extellsion. DOE will initiate an R&D effort 
addressing the critical technology needs to allow currently-operating 
nuclear power plants to safely extend their operating lifetimes by 10 to 20 
years, which will make the transition to other low-carbon energy sources, 
such as solar and renewable energy, much easier. 

• 	 IUllovatil'e coal combustion teclmologies. In 1999, DOE will initiate a 
research program all innovative new approaches to coal combustion that 
offer the possibility of much lower carbon emissions· than existing 



technologies, 

CARIlON REMOVAL ANlJ SEQUESTRATION_ 

• 	 Sequestra/iou R&D. Research is being funded on biological and physical 
methods or removing carbon dioxide (COl) both frm11 cOlllbu~tion gases 
and from the atmosphere . . 

CROSSCV1"I'lNG ANALYSIS ANO RESEARCH 

• 	 Emi.Isiuus credits, il/cell/ives, (lml trat/illg. EPA will cvaluatt; options for 
a domestic trading system and early reduction progrnm in induslry, based 
on industry consultations. . 

Progmm amI science (lssessnu.w/,\·, DOE will lead efforts to n$sess the 
implications of new research results produced by the Global Change 
Research Program. 

RESEARCH ANO IlEVELOPM leNT 

The 1999 budget provides a total of$78.2 billion for research and development 
(R&D) investments -a three percent increase over 1998. Civilian R&D comprises 
48 rcrcent of this total, continUtllg a gradu:tl increase in cmphasis on non~dc!bnse 
R&D, The budget provides $16,7 hill ion for basic rescmch and $16A hillion for 
applied ··increuscs of cight and five percent, respectively, ovcr the 1991.: levels. 
The budget provides $14.5 billion for university-based research, or six percent 
more than in 1998. The centerpiece of the Administration's continuing 
commitment is the proposed Research Fund for America (RFA), from which many 
ofthc research doUu:s will nuw How. 

IUCSK>\RCIl FUND FOR AMEIUCA 

• 	 Reflecting the President's commitment to ensuring longMtcrm stability and 
growth for civilian research programs, the budget proposes n Research 
Fund for America that will support a wide range or Federal science and 
technology activities. The budget proposes $31 billion for the Fund, 
representing an eight-percent increase for these activities over the 1998 
level. By 2003, the Fund will grow hy 32 percent. 

, 
IIIGIILlGIITS IlY AGIeNCY 

.. 	 Depm'lmcnt of Dcfense (Dol). The budget provides $37 billion for DoD 
research al!d development --3 one-percent decrease. from 1998, Highlights 
include the Dual Use Applications Program and the Commercial 
Operations and Support S'lvings Initiative, which promote development of 
dual-usc technologies .mtl adapt COSi.sllving commercial technology ror 

I 



military uses. The budget also supports Advanced Concept Technology 
Demonstrations, whieh harness technology and innovation for military usc, 
at less cost. 

• 	 Na"tionallnstitutcs of Ilclllth (Nil I). The budget pren/ides a $1.15 billion 
increase for NIH, the largest ever, to a proposed $14.8 billion agency 
funding level that will support greater research on diabetcs,b~ain disorders, 
drug demand reduction, genetic medicine, disease prevention strategies, 
and the development of an AIDS vaccine. Within this level, the budget 
provides a 10 percent increase in cancer research at NIH, highlighting 
renewed efforts to prevent, detect, and, ultimately, cure cancer. From 1999 
to 2003, the NIH budget will grow by nearly 50 percent and cancer 
research at NIH will grow by 65 percent. 

• I Nlltional Aeronautics lind Space Administnltion (NASA). The budget 
provides $13.5 billion for NASA in 1999 --a one-percent decrease from 
1998 --and supports various ongoing activities, including: $2.1 billion for 
Space Sciencc --a thrcc pcrccnt increase over 1998, leading to more robotic 
exploration of the solar system; $1.4 billion for Earth Science (formerly 
Mission to Planet Earth), which explores the influence of natural processes 
and human activities on the environment; $389 million for Advanced 
Space Transportation Technology, including funds for the X-33 and X-34 
reusable launch vehicle technology demonstrations; $786 million for 
NASA's Aeronautics Research and Technology programs, including 
Aviation Safety R&D; and $760 million in future-year funds to suppon 
launch vehicles that would lower NASA's launch costs. The budget also 
includes $2.3 billion for the International Space Station. 

• 	 Department of I~nerg)! (DoE). The budget provides $7.2 billion in R&D 
funding for D~E --an cleven percent increase over 1998. The budget 
includes resources for science research and nuclear fusion programs, for 
constructing the National Spallation Neutron Source, for the international 

, partncrship on the Large Hadron Collider, and for DoE research under the 
,I Climate Change Tcchnology Initiative. 

• 	 Natiomll Science Found~ltion. The budget provides $3.7 billion, 10 
percent more than in 1.998, for NSF, whose broad mission is to promote 
science and engineering research and education across all fields and 
disciplines. The $344 million increase is NSF's largest ever. 

• 	 Depal'fmcnt of Agriculture (USDA). The budget provides $1.4 billion 
for R&D at USDA and includes support for the Agricultural Research 
Service, the Economic Research Scrvice, and Cooperative Statc Research, 
and Forest Servic.e programs. The budget also requests $130 million (+25 
percent) for USDA's high-priority National Research Initiative, and 



proposes a new Food Genome Initiative expanding efforts to understand 
the genomes of important plants, animals and microbes, 

• 	 I)epartment of the Interior (DOl). The budget p~ovides S807 mil!lOl~ 
for Interior's U.S. Geological Survey ~~a 6 percent increase over 199H ~-:or 
natural resource and environmental sciences in clean water;.nacuml hazards 
reductions, and wildlife biology and habitat 

• 	 I>cpartmcnt of Commerce (DoC}. The budget provides $1, 1 billion for 
R&D at DoC --essentially equal 10 the 1998 level --and includes funding 
for the National Institute of Standards and Technology (NIST) Advanced 
Technology Program, construction of an Advzmced Measurement 
Laboratory on the NIST campus in Gaithcrsbtlrg, Maryland, and Oceanic 
and Atmospheric Research activities.. 

.. 	 I~cpurtmcnt of Vetcr.ms Affairs (V A). The budget provides. $0.3 billion 
to VA's. research program to conduct basic clinical I epidemiological, and 
behavioral siudics across the entire spectrum of scientific disciplines. 
Research will lOcus On aging. chronic diseuses, mental illness, substance 
abuse, sensory loss, Imuma, iv,.'nltb systems, special populutions (inc!uding 
Persian Gulf veterans), and military oecllp~ltion nnd cHvironll1cntnl 
exposures.. 

MULTI-AGENCY 1l'iITIA TlVE IIIGIILlGHTS 

., 	 Climate Change Technology Iniliativc. The budget includes 1:1 five-year 
R&D program to reduce the Nation's emissions of greenhotlsc gases, Lcd 
by the Department of Energy and the Environmental Protection Agency, 
the effort also includes activities of the National Institute of Stnndnrds. and 
Technology and the Departments of Agriculture nnd Housing and Urban 
Development. The budget proposes a combirled $2.7 bil!ion increase over 
five years for these agencies for R&D on energy efficiency. renewable 
energy, and carbon-reduction technologies. TIle budget also proposes $3.6 
billion ill tax in~ct1tives over five years to stimulate. the adl1plion ofmolC 
eflicient technologies in buildings, industrial proc!)Sses. vehicles, and 
power gcncmtion. 

• 	 US Globlll Change Research }'rogram. The budget provides $1.9 billion 
-essentially equal 10 the 199X level --to incn.:asc llll(!crsumding of chmaw 
change and variability, atmospheric chemistry, and ecosystems. 

• 	 Large Scale Networking and High €nd Computing. The budget 
provides $850 million for this R&D e!Tort, originally culled High 
PcrfonTh1.ncc Computing .and Coml1'lunictltiol1s, wbicb tbc Admin:Jtrution 
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has restructured to focus on ckarcr goals, milestones, and performance 
measures. As part of this effort, the budgct includes $110 million for the 
Next Generation Internet lnitiativc. 

• 	 Partnership for a New Genel"aiion of Vehicles (PNGV). The budge! 
provides $277 million' --a 22-pcrccnt increase over.~.J..9J8 ~~ror tbis 
cost-shared, industry partnership, Federal funding focuses mainly on 
development of production protolypc vehicles three times more filC] 

efficient than lOOay's cars, with no sacrifice in comfort, performance. or 
pnce, 

, 
OTIIER HlGIILIGIITS 

• 	 US/Mexico Foundation. <llIe budget provides $5 miUion 10 enhance U.S. 
and Mexican scicnce and technology strengths by Sl,lpporliilg rcsearch, 
training, and human resouree development directed at problems common 
to both countries. 

• Global Learning and Observations to Hcncfit lhe Envirmllm:nC 
(GLOBE). The budget provides $14 million for GLOBE. nil intcmationnl 
K~ J2 education ~tnd science partnership linking schools and sciclltists to 
make and interpret eovironmental measuremenls and share information 
over the rnternet. 

• 	 Education Rc.'SC<lrch InititlHve. The budget provides $50 million pcr yenf 
for five years for a partnership between the Education Department and tbe 
National Science POllndalion to support research focused on the best 
approaches to raising student achievcment through, fhr cxmnple, learning 
technologies, and innovatlve approaches to reading und mathem.atics 
instruction that take advantage of the lntest research findings in cognitive 
research, and research 011 bruin dcvelopment tll young children. 

HEALTII Rl(SEARCII 

IN TilE RESEARCH FUI'iI) FOR AMERICA 


IIACKGROUNl) 

Recent progress in biomedical n~s(!arch h(l~ cnsured that many of the diseases 
Americans faced a generation ago can now he prevented or treated, Smallpox has 
been eradicated from thc entire world and polio is gone from the Western 
H<;mispherc. There arc new therapies for f\ome of the rnost devastating diseases. 
stich :IS AIDS. These Sllccc~ses would not have occurred withoUl a strong 
sustained support of biomedical research. Even more breakthroughs are in sight, 

I 



For example, new knowledge about both genetics and the structure of tumors may 
enable scientists to pinpoint more effective treatments for prostate, breast. and 
ov.:trian cancer. There are also new opportunities to learn mOJ'e about preventing 
diseuses. Fin;llly, there arc new possibilities to determine how to translate cutting 
edge discQycrles into prtlctical, improved care, , 

l'OLleY J)ESCRIPTlO:'< 

., ' 

To build on this progress and new possibilities, the "21 Sf Century Research Fund" 
coritains an unprecedented, mul1i~)'car commitment to improve health care 
research. It contains new funding for investments in biomcdicul research, 
prc~ention research, and research to improve hea:th outcomcs. In 1999 a!onc j this 
FllIld contains:

• 
I 

An: lIistorlc $1.15 Dimon Investment in Ilionlcdieal Rescurch. To build on the 
progress in biomedical resc;:!rch, the Fund contains a historic upwji'ont investment 
in biomedical research - ~1. $1,15 billion increm;e in FY 1999 - ttlld proposes an 
increase in NIH funding of nearly 50 percent over the ncxt five years. Under the 
President's proposal, the NIH will devote over .$20 billion to biomedical research 
In 2003. This increases fundinu at all of the In::titutcs nl NIH, including a 65 
pCfccnt increase in cancer rcsear~h funding. . 

$25 Million Increase in New I'revention ReSeHfi'h, The Fund also 
includes u new Prevention Research Program tIt CDC to identify 
interventions that prevent diseases. 

S25 Minion Iru,;rCiisc In Quulity and Health Outcomes Research. 
Rcsc<H'ch at the Agency or Health Care Potiey and Research (AHCPR) 
bridges the gap bet\vcen whut scientists know Hnd the health cure 
Americans receive. In fY 1999, loull funding for AHCPR would increase 
by $25 milHon to u total or $17l million, Ftmdiflg for he[thh cafe Quality 
improvement, whkl~ will address the scicnliiic rcm:arch recommendations 
of the President's Quality Commission. would double trom $15 million to 
$}O million, 

• 	 $300 Million Incrense In Vcteran's Rcscnreh. The Budget provides 
$300 million to VA's reseurch program to conduct basic clinical. 
cpidcmiQlogic{ll, und behaviorJl studies ncross the entire speclrum of 
sciellilfic disciplines. FY 1999 research will' focus on aging, cluonic 
discl:\scs, menta! illness, substance abuse, sensory loss. truuma, heul~h 
systems. Spccitll pop~llations (including Persian Gutf veterans), and 
miliUl.ry occupation find environmental exposures, 

I{I,STOIU NG HENgFITS TO 

VllLNERAllLE GROUPS OF LEGAL IMMIGRANTS 
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i 
'The President believes that legal immigrants should have the same opportunity, 
aJ)d bear the same responsibility, as other members of society. Upon signing the 
1996 welfare law, he pledged to work toward reversing the harsh, unllccessai'y cuts 
in benefits to legal immigrants that had nothing to do with mo\ihfg'pcop[c from 
welfare to work. As part arIas! year's Balanced Budget Act (BBA), the President 
\Vo~keJ with Congress to restore Medicaid and Supplemental Security Income 
(SSI) to hundreds of thousands of disabled and elderly legal immigrants. In the 
1999 budget the President proposes to restore Food Slamp benefits to vulnerable 
groups of legal immigrants and to provide States the option to provide health 
assistance to immigrant children. 

FOO)) STAMP IlIcNEFITS 

The 1999 budget proposes to restore Food Stamp benefits for vulnerable groups 
of legal immigrants. ,The President's proposals would provide Food Stamp 
beliefits to an additional 730,000 legal immigrants in 1999 at a cost of$2.5 billion, 
over 5 years. Specifically, benefits would be restored for: 

Families with children. This provision restores eligibility to families with 
children without regard to the immigrant's date of entry into the U.S. It 
will assist hundreds of thousands of families with citizen children and legal 
immigrant parents who arc now depending upon only a partial Food Slamp 
benefit for the citizen children. Restoration of benefits to families with 
children will ensure lhnt children receive the nutrition they need to become 
healthy, productive members of our society. 

• 	 Immigrants with disabilities and elderly immigrants age 65 and Qlder. This 
provision parallels the action taken in the BBA for SSI and Medicaid. 
Consequently it applies to those who entered before welfare reform was 
enacted. Immigrants who have already come to the U.S. should not be 
penalized when they have played by t,he rules. 

• 	 Refugees and asylees, The current Jaw exemption for refugees, asykl!s, 
and those whose deportation has been withheld would be extended from 5 
to 7 years. The Nation admits refugees and asylees for humanitarian 
reasons and many need more time 10 naturalize than the current exemption 
provides. This provision parallels the action taken in the BilA for SSI and 
Medicaid. 

• 	 \ Hmong, immigrants frotll Laos who came to the U.S. after the Victnntl1 
war. This pro\'ision recognizes the unique history and special needs of this 
group. 



• 	 Certain Native Americans Ijylne aloog the Canadian ilOd Mexican bQrdcr~, 
This proviSion also parallels a similar provision for SSI and Mcdic:lid in 
the BBA that corrects an oversight in 1he welfare reronn law. 

The Administration's proposal would first require immigral'lt's to seek assisulfice 

fronl those who sponsored the immigrant into the ~ountry. Recent immigrants 

whose sponsors signed the new legally binding aft1davits o(s~r;port would be 
ineligible for Food Stamps unless the sponsor became destitute. When support 
is unavailable from an immigrant's sponsor. the Nation should provide n safety net 
for'vulnemble groups of immigmrlts who are legal, permanent residents of our 
country. 

ilEALTil COVERAGE 

Thd 1999 budget also proposes to provit!c States the option to provide health cure , 
coverage through Medicaid and the Children's Health Insurance Program (CHIP) 
for ;legal ilnmigmnt children. This provision gives States the option to provide 
health coverage through Medicaid and CHIP to legal immigrant children regardless 
of \yhcn they entered the country. States currently have the optiotl to cover legal 
imliligrant children who entered the country before the 1996 W>Jlfarc law was 
cna~lcJ_ The 1999 hudget extends this option to allow stoics to -cover imm:granl 
children who entered the country after thc 1996 welfare law was enacted. 
Fo; this purpose, the budget provides an additional $230 million over five years , 
in Medicaid. State spending would he matched at Medicaid matching rates, The 
budget would also allow states to cover immigrnnt crnldrcn through their currenl 
CHIP ;1i1otmcnL To gIve States flexibility, States can chose to cover immigrant 
children through either Medicaid or CHIP, or through both programs. 

I 
This policy .provides access (0 needed medical care for low-income, It.:gal 
immigrant children who become seriously ill or who have an a~cident. This policy 
would also provide access to preventative health care services for a very vulnerable 
populmion, The President's proposal does not undermine the central gonl of 
welfare reform ~~which is to move adults from wclfhrc to work ~-bUl, would 
instead allow ij~unjgr<lnt children to get the best possible .start in life. 

IIIV/A IDS 

The 1999 budget continues the Administration's strong record of support for 
HIV/AIDS throughout the governmcm: 

I 

I 
IIIIS J)lSClmTlONARY AIDS FUNlllNG UP 8 1'J':RCEN'f 

, 

Th~ budget provides $3.8 bi!lion for discretionary mV/AIDS activities at the 

• 



Department of Health and Human Services, an increase of8 percent over 1998 and , 
an ~3 percent increase over FY 1993. T?tai funding for HHS HIV/AIDS activities, 
which includes both mandatory --Medicaid, Medicare and Social Security --and , 
dis~retionafY activities --NIH and Ryan White --is $9.7 Qillion, an H percent 
increase over 1998 and an 85 percent increase over the 1993 level of $5.2 bill ion. , 
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RYAN WIIITE AIDS TREATMENT GRANTS UP 14 PERCENT 

The budget includes $1.315 billion for Ryan White AIDS Treatment 
Grants, a $165 million (14 percent) increase over 1998 and a 241 percent increase 
over the 1993 level. Included in this amount is a $386 million set-aside for grants 
to State AIDS Drug Assistance Programs (a 35 percent increase over the 1998 
level of$286 million, and a 642 percent increase since the set-aside began in 1996, 
which will hctp ensure that low-income people with HIV/AIDS have access to 
powerful combination therapy drugs: 

HUD 1I0USING OPI'ORTUNITIES FOR PlcOPLE WITH AIDS (HOPWA) 
UP I U I'ICRCENT 

The budget includes $225 million for HOPWA, a $21 million (10 
percent) increase over the 1998 level of $204 million and $125 million (125 
percent) over the 1993 level of$100 million. 

, 

NIH AIDS RESEAllCII UP 7.7 plmCENT 
I 

! Thc budget includes $1.731 billion luI' AIDS n:search activities at the 
NIH, a 7.7 percent increase over 1998 and a 62 percent increase over 1993. In 
May 1997, the President challenged the scicntitic community to develop an AI OS 
vaccine within the next ten years. As a leader in biomedical research, NIH will 
spe~rhead the scientific community's efforts to meet the President's challenge. 

, 
CDC illY AND STD PREVENTION ACTIVITIES INCREASE!) BY $15 
MILLION 

, The budget includes $15 million in new resources at CDC for HIV 
prevention (+$5 million) and other sexually transmitted disease activities (+$10 , 
million), as part of the President's initiative to address racial health disparities. 
Thd budget has increased resources for CDC HIV Prevention activities by 28, 
pcrbcnt since 1993. , 


I 
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EXECUTIVE OFFICE OF THE PRESIOENi 

OFFICE Of" MANAGEMENT AND BUDGET 


WAS, ... INGTON. u c. 20503 


March 6, 1997 

MEMORANDUM TO SYLVIA MATHEWS 
RAHM EMANUEL 
GENE SPERLING 
BRUCE REED 
JOHN HII.LEY 
DONBAER 
ANN LEWIS 

;/) y. 
FROM: Larry Haas ,,/'/ ?

:.:'.> ,I 

RE: 	 The title ofour balanced budget plan 

cc: 	 Frank Rain.s 
lack Lew 

Okay, here's the challenge: to create an appropriate title for the President', balanced 
budget plan •• that is, the official statutory language •• that we are preparing to ,end to Capitol 
Hill. 

Last yeaL :we titled our plan the "Balanced Budget Act of 1996 for Economic Growth and 
Fairness." ' 

This yeac, Frank has suggested, HThe Balanced Budget and Preparation for a New Century 
Act of 1997.u 

. 
Frank asked that I shop that title around with all ofyou. In addition. I have included the 

following possibilities from OMS's staff: 

L AmeriL·s Freedom from Debt Act. 
, 

2. Balan9ng the Budget for the Next Century Act. 

I 
3. The Economic Growth and Freedom from Debt Act of 1997., 


: 

4. The Economic Growth, Fairness. and Freedom from Debt Act of 1997. 



S. The Balanced Budget Act of 1997.,, 
, 

6. The Deficit Reduction and Economic Growth Act of 1997, 

7. The Responsible Budget and Bridge to the Future Act. 

8. The Sustained Economic Growth and Fairness Act. 

9. The Sustained Deficit Reductio~ Economic Growth, and Fairness Act. 

Could you all get back to me as early as possible on Thursday, March 6, with your input? 
Believe it or not, this is a rather important unresolved issue; we can't finish our drafting until we 
have a title. 

I'm at 5-3814. Please call me with your thoughts or send me an e-mail. Frank would 
greatly appreci'l~ your help. 

Thank you. 
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PRESIDENT CLINTON'S FY 1998 BALANCED BUDGET 

Summary TalkingPoints: February 6, 1997 


A BALANCED BUDGET THAT REFLECTS ~"'ERICA'S VALUES. Pres,den' 
Clinton's budget demonstrates that we can move the country beyond the false choices 
ofthe past -- nod that we can finish the job of balancing the budget, to tower interest 
rates and keep the economy growing, while still investing in key priorities such as 
educatiQJl that help the American people thrive and our economy grow. 

A DETAILED PLAN TO BALA....CE THE BUDGET IN S YEARS. 

.. 	 Proteet and Strengthen Medicare & Medicaid. Extend the life of the Medicare Trust Fund well into the 
next century. Protect the fundamen!al guarantee of health benefits for the disabled, nursing home . 
residents, & strengthen health coverage for children. 

• 	 Invest in Education ~- our nation's number 1 priQrity for preparing for the next century. 

• 	 Strengthen environ~ental protections. 

.. 	 Boild on the Vice~President's efforts to make our government work better and COSt less. 

• 	 Provide middJe--class tax relief to pay for education, health care, to belp raise a child and buy and 
sell a home. ~ , 

BUILD ON PRESIDENT CLINTON'S RECORD ON DEFICIT REDUCTION. 

.. 	 We have cut the deficit by 63% after it had quadrupled dltring the previous 12 ye<U's. 

.. 	 We now have a smaller deficit as a share of GDP than My other major COWltry in the world. 

• 	 FY98 budget builds on this progress and reaches balance by 2002 while investing in the future. 

MEETING REPUBLICANS HALFWAY ON MEDICARE. 

Dn difficult issues such 3S'Medicare reforms, the President shows that he is serious abollt rCl'lching a bipartisan 
agreement to balance the budget. 
.. The President's Balanced Budget uses ttWo.nsib.le Medicate Vnlidt,s to strengthen lite lift of the 

Ir~st Fu_n~ without placing unnecessary burd(':n~ on beneficiaries, The President's plan achieves 
$100 billion of savings over 5 years ($\3& billion over 6 years) through seve,al reforms including redw:ing 
reimbursement to managed care. The plan also guarantees the solvency of the Part A trust fund until 2007 
while maintaining choice and the high~quality ofMedicare services. 

TAX CUTS FOR FAMILIES WHEN THEY NEED IT MOST. 

The President's budget provides about S100 billion of tax cuts over the next five years to help families: 
• 	 Raise ,h.ir children ($500 per crjld), 
• 	 Send rhem 10 college ($1.500 HOPE Scholarship and SlO,OOO mition tax deduction), 
• 	 Save for the future (penalty-free withdrawal:s from lRAs for eduC3tlon and first homes; tax-free 

savings for education through combined use afthe tuition tax deduction and education IRA); 
• 	 Buy and sell their homes by the exdusion 0[S500,000 of capital gains on the silJe of the home, 

Move front welfare to work with tax incentives to businesses1 by allowing employers a 50% credir 
on the first $10,000 of annual wages that they pay to long-term welfare recipients. 

.. 	 And TilX incentives to boost investment in distressed areas and promote hiring oflhe economicaHy 
disadvantaged. ' 

4 
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INVESTING IN THE FUTURE. The President's budget maintains our critical priorities by jncreasing OUr 


invesnnents in health care. education and training, the enviromnent and science and technology. It also 

establishes new initiatives important new initiatives to help prepare America for the 21 st century. 


H••lth Care: , 	 . 
• 	 Helps an estimated 3.2 million families, including 700,000 cbiJdreu, keep their health care 

coverage for up to six months until their breadwinners find new jobs, 
• 	 Provides health insurance coverage for millions ofchildren who are wtinsured. 
-	 Invests more in the Ryan White AIDS program and in biomedical research at NIH to find 

ways to prevent and treat diseases. 
• 	 Establishes a new Alzbeimer's respite benefit within Medicare and provides for an annual 

m:unmogram without copayments, 

EduC'ation and Training: 
• 	 Increases funding for Head Start by 55%, from $2.8 billion in FY93 to $4.) billion in FY98. 
• 	 Increases GOALS 2000 funding by 26% to help states raise educational achievement. 
• 	 Doubles funding to $500 million next year for the Tecbnology Literacy Challenge and a related 

program to, help ensure that all children are l<:chnology literare by the tum of the century. 
.. 	 Includes the larges.t increase in the maximum P~lI Grant scholarship in two decades, a $1.1 

bilHon increase in aid over FY91, and expanded eligibility for at least 348,000 more students. 
• 	 Creates the America Reads Challenge to help insUlC that all children can read well and 

independcnliy by the end of third grade ($2.5 billion over five years.) 
.. 	 Creates a $5 billion new school con-strudion fund over four years to spur 520 bUHon in school 

construction and renovation, 

Environment: 
• 	 FU:lds the Kaillmaz;oo Initiative to protect conununities from toxic pollution by the 2000. 
• 	 Increases funds for the National Park System to belp.improve park facilities and funher protect 

our national and Cl,IlturallIeasures. 

Crime: 
• 	 Funds: 17,000 more police, helping to move towards the President's goal of 100,000 

new police by the year 2000, 
.. Increases funds for the Drug Courts initiative; for dnIg resting, for the Safe and Drug·Free 

Schools initiative and other programs to fight drugs. 
.. Funds 1,359 Border Patrol agents -- 85% more than in FY93 •• to controJ illegal immigration. 

A BALANCED BUDGET PLAN THAT CLOSES LOOPHOLES AND SPECIAL INTEREST 
PROVISlONS. l 
To protect priorities like Medicare, Medicaid. edUCAtion and the environment. the President bdieves we should 
also be closing loopholes 4nd spedal interest provisions. 

.. The President' s budget proposes approximately $34 billion of business tax base broadcners, tax 

loophole closers and tax compliance measures for FY 1998·2002. , 
, 

LET'S BUILD ON OUR PROGRESS. 

We have cut the deficit by 63%. Deficit reduction has redllced interest rates, and spurred strong investment and 
the creation of over 11 million new jobs. Now, we must work together to aci',jeve a real and solid balanced 
budget that k~eps America strong and gro"'ing. 
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[ PRESIDENT'S BUDGET CUTS $252 BILLION OVER 5 YEARS I 
PRESIDENT CLINTON'S BUDGET: 
'* PRODUCES $350 BILLION IN SAVINGS OVER 5 YEARS 
.. CUTS NET SPENDING BY $275 BILLION 
=> CUTS NET SPENDING, INCLUDL'JG CORPORATE SIJBSIDlES, BY $309 BILLION 
=> C1JTS TIlE DEFICIT BY $252 BILLION 

I 

TIlE BUDGET SAVES $350 BILLION OVER 5 YEARS, INCLUDING: 
• 	 It saves $137 billio~ in discretionary spending. by cutting wmecessary and lower-priority spending 

areas; I 

• 	 It saves S100 billion in Medicare ($138 billion aver six years). extending the life of the Part A 
Trust Fund to 2007 while maintaining the high-quality of Medicare services. It also saves $9 billion 
in Medicaid •• 522 billion in gross savings offset by a $13 billion related to the welfare rofonn law 
and new children's health initiatives. 

• 	 It saves $34 billion by reducing corporate subsidies. 

I 
THE BUDGET Ct,TS THE DEFICIT BY 5252 BILLION: 
• 	 It cuts taxes by $98 billion, providing taX relief to tens of millions of middle~income Americans and 

small businesses, while extendjng several expired tax provisions. 

AREA i .,;. YLL'''''' OVER 5 YEARS, 
, 

$137.4 billion 

I . 
S100.2 billion' 

. $9.3 billion" 

• $11.8 billion 

Nel interest . $15.9 billion 

SPENDING C-V 1 J $275 billioll 

subsidies ! . $34.3 billion 

iT CUTS INCLUDING $309 billioll I 
I" •~ LOOPHOLES 


,. tax 
 $41.7 bi!lion 

l' iT SAVINGS I $350 /Jillioll 
. 

-$98.4 billion Tax 	cuts . 

II. n .'" : 
years

*. $22 billion In gross savings offset by $13 billion additional spending!or children's heolth and other 

I 

• 
.. $138 billion over six 

inirlalivt!s 



I 
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FY98 
':',:'::'''' .' • " ',' 

," ,'. 

, 

'1. 

Creafed Goals 2000 to suppon ; Goals 2000 is now ]ncn:as!!s ju",cing 26% in FY98 fO 

suue-dcveloped academic supporting schO{)/ $620 million. supporting standards-Goals JOGO 
srandards and school reform, reforms In all 50 Slales. , based reform m 16,000 public sc!,"ol'~1 
sup,po,nng riform in 1,()(}() schools i across rhe 50 slates. 

Created and fonded in FY97 OI Funds slare-wide plans More thi:Jn doubles funding in FY98 
$2(){) million to help ensure that to wire S~hODls, trail!. 

Technology 
$425 million and provides $2 billionLiteracy 

children are technologically litel'"~ reachers. and purchase over 5 yearS. Provides $500 millionChoUenge 
for the nc and a related grant i by the dawn o/rhe 2Jst century. educational software (TLC) , in FY98. 

, Increased the maximum Pell Grant 3.7 million law~income IncreaseJ the grant from $2. 7()();0 
Pdt Grant' i 17%, from. $2,300 in FY93 to students currently I $3,()()() in FY98~· rile largest in~;1;:~~1 

: $2,700 in. FY97. in.creasing college' receive Pell GralllS of in two decades. Provides $1,7 
opportunitiesfor !ow~income i up to $2, 700. more aid in FY98 than FY97. making 

Doubled funding for dislocated 'Provides 274,000 more Increases funding to $1,350 million. 

Worker 
Assistance 

Dislocated 

",'; ,.', 

Increasedfttnding 43%frctn. $2.8 Serves 800,000 low- Provides a $324 million increase in 
billion in FY93 to $4,0 billion in ~ income 3- and 4~year FY98, serving 122,100 more children:' 
FY97, Created lhe Early Head i olds this year. in"Z""Un,d than in FY93 while continuing to 
Start program in 1994 to suppa" 'thousands of 0--3 year- increase program qualiry and rhe O~3 " 
zer0<-3,year old! and their families, aids and rheir families. program, and on. track to senle 1 

, 

'Workers, from $651 millien. in 
, to $1,286 million In Fl'97, Will 
assist 580,fJO() workers this 'iear, 

workers in FY97 wUh 
job training and search 
serolices to help them 

~ 

serve 605,200 dislocated workers in. 
FY98. double then number in. FY93, 

, ,,' I 

I, 
I' 

" 

WIC 
Supplemental 

Nutrition 
Program 

lncreasedjwuiing Marly $1 billion IExpanded participation 
or 34% CO $;.83 billion in FY97. by 1.7 million since 
Provides nutrition packages, 1993, or 30% with Ine 
nutrition education and health requested supplemental, 
referrals to low~income pregnant 5.7 fO 7.4 million 
women, in/ams. and children. women, infants, and 

children. 

,Increases funding to $4.1 billion to 
' achieve the Presidem'S goaf of/ull 
panicipation 1:Jy the end ofFY98. 
Research shows lhaf MC prenatal 
services save Medicaid much mu," ''YII 

: reducing health care costs in the first 
i 60 birth. 

Provides a 221 % increase for SuJtelJJan White Increased funding 158%, lO $996 This program may be 
million in FY97. Provides grants partly responsible for AIDS Drug Assistance since 1996 toAIDS 

expand aCCess (0 effecth·e new sfales and to 49 hard·hit cines, , the 30% decline in Treatment 
double the number in Fi"yJ ! deaths in ,ll.'YC in J996. medications 10 (hose who couid not 

Increased funding 23 %, to $]'2, 7 Increa.ie5 fitndirlg by $337 miNion w 
billion in FY97. NiH MW supports 

Research has 
comribUTed to maior maintain NIH's leadership in ,""tica!11National c • 

research, ) 32.000 grants ill more Than 1,700 advances in "ealitlgInstitutes of 
universititls, medical schools, and i people with liN and inHealth 
olher research institutions. , medications for 

disease. 



,'.: -

Superfund 

Environmental 
Enforcement 

National Parks 

AmeriCorps 
National Servlce 

Community 
De...·elopment 
Institutions 

EZSIECs 

56 {l704 

Inemlsedjwrding 11% /0 $3.1 
( EPA operaJions 

CABINET AFFAIRS ...... ppe ~008 

IMPACT 

Increases funding 50% from FY97 to 
clean an additional 500 sires by 

listed . , 

,","111 Cut chemical plant increases fUMing 9% -- $293 mifliol'! •. 
loxie air emissions 90% !fully fUMing EPA'S porrion afthe Ci"lma,r<ll 

: Chmrge Acricn Plan. 

Increr;sed operations fonding 17% Maintaining paTks for 
to $1.2 billion, 4% increase in the 275 million annual 

Increases funding 6% to increase 
maintenance and keep up wilh 

C,,'.tedrhe AmeriCorps in 1993 to Enabled 70,000 young Funds 35.000 participants and 
increases ju'lding 3J% to provideP"'Ple to earn ' people to earn money 

for col/ege serving their jor college through the President '5 

C""",d Cormnuniry Development 
Financiallnslilurions Fund to 

services in 3 

Awarded $37 million in : Increases funding) 50% 10 $125 
financial and technical miUion in FY')8, alld invests $1 billio~1 
assi,stance 10 32 CDFIs over {he next 5 ),ears, 

I 
I Created rheflrstfederal Destgnated 105 

EZsIECs, provi4ing 
$2.5 billion in un: 

Proposes to double Ihe number of 
,EZIECs with a second round of 
designations, ami UlX inrenrlW!s to 
spur (he clean and development 

Empo"1ermem Zotles anti 
Eme'P,rise Communities in 1994, 
providing OJsistafl-ce TO distressed 

'1:­ . 

! 
Community Created COPS program in 1994 Will have funded 04,00"1 PrIJPOJtS funding for an additional 
Policing: Crime 'Bill to pUllOO,(j()() more police by the end of 17.000 officers, on track tojund 

~======~~~·~~~~o~n~l~h;e~Sft~e~eu~.~~FY9~~l==========~Ll~O~O~,o~o~O~~V~le~~2~O~OO~.======~ 

, "" 

Federal 
Prisons 

INS Border 
Patrols 

AdYanced 
Technology 

Manufacturing 
Extension 

NIl and Nut 
Gelleration 

Internet 

increasedfundin.g 62% to $1.4 , Reduced overcrowding 
billion .in F'!"97 to open new federal i while Dn,". POltU{,";'," 

Conrfnues to increase fiindingfor 
prisons and ta conrinue 1Q 

.. 
More rhan doubled funding to 6,859 border patrol Funds 7,359 age»rs -- 85% more II 

increasedfunding 428%, 
7 to 78 cy.linswn 

Createfj the NatIOnal Information 
InfraSf(u.t:rure program In 1994, 
juruiru1at $21 million in FW7. 

, 

Providing technical 
expertise to smaller 

NIl supports innovative 
relecom demOllsrrarion 
projeccs. 

increases fundmg an additlOnal29% ~~ 
in FY98 to heip more small ::

ii
• I 

Increases Nfl and proposes llDO 
million for the neXT generarion 
Interne,: 100~1. 000 Jaster than tod,,,' 'I 
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SUMMARY OF TAX CUTS IN THE PRESIDENT'S BVDGET I 	 I 

SIOO BILLION IN TAX CUTS. President Clinton's 1998 budget provides nearly $100 billion of tax cms 
through FY 2002, including a child credit for middle-income families; tax cuts for education and training; 
expanded lRAs; targeted hot:1e-o:-vnersh:p tax cut; and tax incentives to boost investment in distressed areas and 
to promote hiring of the edor.omically disadvantaged., 

MIDDLE-CLASS TAX CUTS ($90.8 BILLION). These proposals will belp middle-ela,s families pay the 
btHs. raise their children, send them to college, upgrade theiI skills, and save for retirement. 
• 	Ta~ Credit for Dependent Children ($46. 7billion), Phased-in $500 tax credit for dependent clllidren. 
• Education and Training Tax Incentive ($38.6 billion): HOPE Scholarsillp tax credits of up to $1,500 per 

year, for first two years ofpo.st~seconda.ry education; 8 $10.000 taX deduction for post-secondary education and 
training; income exclusion for forgiveness ofcertain student loans; and extending the exclusion for ernptoyer~ 
provided educational as~stance, reinstating exclusion for gradUate eourses~ and providing small businesses a 
10% income tax credit for employee education expenses. 

" 	Expand Individual Retirement Accounts (IRAs) (S5.5 billion): Double, over time, the income limits on 
deductible IRAs; expand penatty~free \\lthdr.rw'als to cover post.secondary education, unemployment 
ex:penses, and firsr-tln1e home purchases; and add new "special" b3(:k~loaded lRAs. 

TARGETED HOME-OWNERSHIP TAX CUT (SI.S BILLION). Allow exclusion of $500,000 ($250,000 
singles) ofcapital gains from selling a home. This would exempt over 99% of home sales from capital gains , 
taxes and dramatically simplify taxes and record-keeping for Qver 60 million homeowners. 

TAX INCENTIVES FOR DISTRESSED AREAS (S2.4 BILLION) 
• "Brown fields" Initiative: Allow immediate expensing ofcertain costs to encourage firms to clean up 

abandoned, cor.taminated industrial properties in distressed urban & J'U:a1 areas. 
• 	 Incentives to Empower; Communities: Stimulate revjta1ization ofeconomically distressed urban & rural 

communities by designa~ing 20 additional Empowerment Zones and 80 additional Enterprise Communities, 
providing new tax incen~ives. additional small business expensing, and new pr?vate activity boards, 

" 	Community Development Financial Institutions (CDFI) Tax Credit: Provide $100 million of credits to be 
allocated among equity investors in community development banks. 

! . 
WELFARE-TO-WORK INITIATIVE ($0.5 BILLION). To encourage hiring oflong-tenn welfare recipients, 
provide a new welfare.. to-work credit through September 30. 2000. It woutd allow employers a 50% credit on the 
first $10,000 of annual wages that they pay to long-term welfare recipienTS for up to two years. Also expand the 
Work Opportunity Ta, Credit to include certain able-bodied adults. ages 18-50. 

I 

! 
SMALL BUSINESS AND FARM ESTAIE TAX RELIEF ($0.7 BILLION). To address cash-flow problem, 
that may arise upon the death Qf a farmer or small business OVlller, increase the amount of proper.y eligible for a 
favorable interest rate on d~ferred tax from $1 million to $2.5 million . . 

I 
OTHER [NITIATIVES. Extend for one year expiring tax provisions (R&E credit, Work Opportunity Tax 
Credit, others:) ($2.7 billion), Modify s:atutcs of limitations On tax refunds to treat the disabled fairly (SO. 05 
billion). Revitalize DC with taX incentives ($0.26 billion) and provide a more efficient and effective taX 

incentive fOT Puerto RicD (~{). 417 billion). Allow FSC software benefits for computer software iicenses ($0.56 
billion). 

http:ofpo.st~seconda.ry
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THE PRESIDENT'S MEDICARE REFORM PACKAGEI 	 I 

President Clinton's balanced budget balances our values and protects our priorities. It ach.ieves $100 billion in 
real scorable savings over 5 years, places no undue burdens on beneficiaries, modernizes and improves the 
program, and extends the life of the Medicare Trust Fund to 2007. This plan meets Republicans halfway -- and 
they have responded in a constructive and positive manner. The President looks forward to working with both 
Congressional Democrats and Republicans in a bipartisan process to protect Medicare. 

The President's plan reforms and improves Medicare by: 

• Extending the life of the Medicare Trust Fund to 2007. 

• Bringing the program into the 21st century by: 
=} 	 Providing more choice by establishing new private health plan options. 
=} 	 Establishing market·oriented purchasingjor Medicare including new 

prospective payment systems and competitive bidding authority and centers of 
excellence to improve quality and cut back on costs. 

• Adding Medigap protections to increase the security of Medicare beneficiaries. 

The President's plan explicitly: 

• 	 Saves $34 billion by reducing reimbursement to managed care through a phased 
in reduction in HMO payment rates and an indirect reduction in HMO payments associated 
with the traditional fee-for-service cuts. 

• 	 Saves $33 billion in hospital expenditures through reductions in hospital 
updates, capital payments etc. 

• 	 Saves about $14 billion over 5 ye.ars through the transition to and 
establishment of a new prospective payment system and other programmatic 
cbanges in reimbursement to home health care. 

• 	 Saves about $7 billion over 5 years through the transition to and establishment 
of a new prospective payment system and other programmatic changes in 
reimbursement to nursing home facilities. 

• 	 Saves about $7 billion over 5 years through a modification of physician 
updates. 

• 	 Saves about $9 billion over 5 years through new provisions to combat fraud 
and abuse. 

• 	 Saves about $10·bill.ioD over 5 years by extending current law that sets the Part 
B premium at 250/0 of program costs. 

• 	 Invests $15 billion over 5 years in preventive health care to improve seniors! 
health status, in establishing a new Alzheimer's respite benefit starting in 1998 
and in buying down excessive outpatient copayments to the traditional 20% 
leveE 
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IPRESIDENT CLINTON'S RECORD ON DEFICITL-_ REDUCTION 

• CUT THE DEFICIT BY (;3 PERCENT. President Clinlon has reduced the budget deficit by 63 percent-­
from $290 ~Hlion in FY 1992 to $101 billion in FY 1996. {Based on data f'fttm OMB.F'f 1998 Budget. February 1997.} 

• LOWEST DEFICIT SINCE TIlE EARLY 1970'S. The deficit has fallen from 4,7 percent ofGDP in FY 
1992 to 1.4 percent in FY 1996 -- the lowest for any year since 1974. IBased on da!a from OMII,FY 1998 Budg." 
February 1997,1 

., LOWEST DEFICIT OF ANY MAJOR ECONOMY. The total U.S, deficit in 1996 as a percentage ofthe 
economy was lower than for any other major country. (OBeD, EC()l1omlcOutiook..Oeeember 1996.] 

• MAKING GOVERNMENT MORE EFFICIEIIo'T, Federal employment has fallen by 275,000 from its 1993 
base, Federal employment as a share of total employment is the smallest il has been since lhe early 1930's. 
[BlUC:d on data from OMB, FY 1998 Budget, February 1997.] 

AS A RESULT OF PRESIDENT CLINTON'S EFFORTS TO REDUCE HIE DEFICIT, ECONOMIC 
PERFORMANCE HAS IMPROVED DRAMATICALLY: 

• 	 INVEST~lENT BOOM~ Deficit reduction has lowered interest rates and spurred investment. 
Equipment investment has grown by 10 percent per year under President Clinton -. faster than any 
Administration since John F. Kennedy was President. (Based on data from the Bureau of Economic AnalysJs, 
Depnmnent of Commerce,) 

• 	 EMPLOYMENT BOOM. Since January 1993, the eC<Jnomy has added more than II ,million new jobs­
.. a faster rate ofjob growth than under any Republican Administration since the Roaring 1920's. [8ased on 
data frOm the Bureau of Labor Sratistics, Departn'l-em ofLabQr,} 

• 	 TIlE LO\VEST COMBINED RATE OF UNEMPLOYMENT AND INFLATION SINCE 
JOHNSON. The combined rate of unemp)oyment and inflation has been lower under President Clinton 
than for any Administration since Lyndon Johnson Was President. [Based on data from th~ Bureau ofLabor 
Statistics, Dep<,utment ofLabcr,} 

THE EXPERTS AGREE THAT ECONOMIC PERFORMANCE HAS BEEN REMARKABLE; 

J 	 Money Magazine: President CJimon has "presided over the kind of economic progress any Republican 
President would be proud to post." (Maney Magazine, Augu5t 199'6] 

J Paul VQJcker. former Chairman of the Federal Rerien'c: "It's been a remarkable period of steady . 
growth, low inflation and low unemployment," [813196J ' 

.; Allen Sinai, a leading economic forecaster: ~'When the history book on this business cycle upturn is 
'WTlt1en, it will go do\\'n as the best ever, comps.red with other post-World War II uplums"" [10/23/96] 
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THE FACTS ON GOVERNMENT SPENDING UNDER PRESlDENT 

CLINTON 


SPENDING IS LOWER TODAY UNDER REAGAN OR BUSH: 


• 	 FEDERAL SPENDING WAS LOWER IN 1996 •• AND IS EXPECTED TO REMAIN 
LOWER IN 1997·· THAI... IN ANY YEAR SINCE 1979. Federal outlays as a share of GOP 
were lower in 1996 than in any year since 1979, And current projections suggest no lncrease in 
outlays as a percent ofGDP during 1997. Outlays under President Clinton have been a smaller 
share of GDP than under, Reagan or Bush. [Based on data from OMS, FY 1998 fJudg~t. february 1997.] 

• 	 SINCE PASSAGE OF PRESIDENT CLINTON'S 1993 DEFICIT REDUCTION PACKAGE, 
EXPECTED GOVERNMElIIT SPENDING BETWEEN 1993 AND 2002 HAS FALLEN BY 
MORE THAN $1.4 TRILLION. ·The President's budget will cut net spending by an additiolllll 
$275 billion by 2002 •• for a total spending cut between 1993 and 2002 ofmon: than $1.7 trillion. 
That'sabout $25,000 for a fomily offour. (Based OJ> d... !rom OMB. IT1998 Budget, Februury 1991.) 

• 	 GROWTH IN TOTAL FEDERAL SPENDING HAS BEEN LOWER UNDER CLINTON 
THAN UNDER REAGAN OR BUSH. Real Federal outlays have grown by 0.1 percent per year 
under President CHnton ~~ lower than under President Bush (2.6 percent per ye:rr) or President 
Reagan (2.6 percent per year). [Based on dAta from OMB, FY 1998 B~dger. February 1997.] 

• 	 \HIlLE MAINTAINING CRUCIAL INVESTMENTS IN PEOPLE, REAL 
DISCRETIONARY SPENDING HAS FALLEN UNDER PRESIDENT CLINTON·· A 
BETTER RECORD THAN UNDER REAGAN OR BUSH. Real discretionary outlays have 
fallen by 2.5 percent per year under President Clinton ... lower than under President Bush or 
Reagan, [Based on data from OMB, FY ]998 Budget, February 1997.} 

• 	 NON·DEFENSE DISCRETIONARY SPENDING IS NOW A SMALLER SHARE OF THE 
ECONOMY THAN IN 8 OF THE 12 YEARS U;./OER REAGAN OR BUSH. Non-defense 
discretionary outlays are now lower than in 8 of the 12 Reagan-Bush years, With the President's 
balanced budget plan. non~defensc discretionary outlays "",11 faU by 9 percent in rcal teons between 
1991 <md 2002. [Based 01'1 data from OMS. FY 1998 Budget, February 1997.1 

SPENDING GROWTH LOWER UNDER CLINTON THAN UNDER REAGA." OR BUSH 

Federal outlays Resl growth in Federal 
(%ofGDP) outlays 

(percent per year) 
,, 

CLINTON 21.3 0.7 
, 

, 

BUSH 22.1 2.6 

REAGAN 22.S 2.6 
· ·. 
·. , 

"[Based on data trom OMB, FY 1998 Budgef, feb-ruat')' 1991.J 
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THE CLINTON ADMINISTRATION'S BUDGET ASSUMPTIONS: 

ESTABLISHING A CREDIBLE RECORD OVER THE PAST 4 YEARS 


• 	 A RECORD OF CREDIBLE FORECASTS. For the past four years, the Clinton Administration 
has used middle·of·the~road economic: forecastS for budgetary purposes. Forfour years in a row~ 
growth has been higher and.the deficit Ita.s heen smaller than we !lad projected. 

• 	 ACTUAL DEFICITS HAVE BEEN SMALLER THAN WE PRE.DICTED. Between FY 1994 
and FY 1996, the actual deficit bas on average been about 550 billion lown than we bad 
projected the ycar before. CBO has been less aceurate: their estimates ha'<le been off by $59 
billion on av~rage. . 

, 

• 	 THE 1996 DATA CONFIRM THE CREDIBILITY or OUR FORECASTS. The most 
recently available economic data confirm the credibility ofour forecasts. Our estimates of growth 
and the deficit for 1996 were too cautious ... and turned out to be more accurate than the 
Congressional B~get Office's forecasts. 

; 	 In last y..,'s budget, we projected that real growth during 1996 would be 2,2 
percent. But the GDP data released last Friday indicate that growth in 1996 was 2.5 
percent (on a year-over·year basis). While both the Administration t S forecast and 
the cao's forecast were conservative, ours v.'aS more accurate (CBO bad predicted 
2.0 percent). Over the past four yems, our real GDP forecasts have: been more 
accurate than CBO's. , 

• 	 The FY 1996 deficit was smaller than we had projected. Our projection for the FY 
1996 deficit was 5170 billion in February 1994 and $197 billion in February 1995. 
CBO's projections were $177 billion in february 1994 and $211 billion in February 
1995. The actual deficit was only $107 billion. Again, while both the 
Administration and CBO forecasts were conservative7 OUrs wcre more accurate. 

• 	 NO MORE ROSY SCENARIOS. As in each of the four years that we have been in office, our 
estimates of groMh in 1996 Were thus too low and oUr estimates of the deficit too high •• 
confirming that the Clinton Administration does not use rosy scenarios for its budget projections. 

I 

• 	 MAINSTREAM PROJECTIONS FOR THE FUTURE. Our forecasts for the next 5 years are 
also mninstream:and conservative. For key budgetary variables such as GDP gro'nth (2.2 percent 
per year) and GDP inflation (2.6 percent pet year), our assumptions match tbose of the Blue Chip 
private s~ctor consensus. While we think that the economy can grow faster than these forecasts 
would suggest, ~ve continue to use prudent projections for budgetary purposes. 

, 



, 
COMPARISON OF PLAN OUTLAYS, RECEIPTS, AND DEFICITS 05/10/95 

(CBO estimates; dollars in billions) 03:28 PM 

1998 2000 
CSO CaP-Red Baseline: , 

R . Iecelpts..................... 1,418 1,475 1,546 1,618 1,698 1,789 1,B84 
As a percent of GOP. 19%· 19% 19% 19% 19% 19% 19% 

Outlays.....................1 1,62B' 1,706 1,778 1,884 1,995 2,100 2,224 
As a percent of GD~ 22% 22% 22% 22% 22% 22% 22% 

Deficit. ..................... : 210 230 232 265 297 310 340 
As a percent of GOp, 3% 3% 3% 3% 3% 3% 3% 

I 

1996 Bud get: I 
Receipts .. ............... "', 1,416 1,464 1,534 1,604 1,679 1,768 1,862 

As a percent of GD~ 19% 19% 19% 19% 19% 19% 19% 
Outlays .....................: 1,626 1,696 1,765 1,859 1,952 2,054 2,171 

As a percent of GOP. 22% 22% 22% 22% 22% 22% 22% 
Deficit ...................... ; 211 232 231 255 274 286 309 

As a percent of GOP. 3% 3% 3% 3% 3% 3% 3% 

ssc Chairman's Mark: 
R . Iecelpts ................... . 1,418 1,476 1,547 1,617 1,697 1,789 1,884 

As a percent of GOP 19% 19% 19% 19% 19% 19% 19% 
Outlays .....................' 1,574 1,602 1,642 1.705 1,770 1,818 1,882 

A,s ,a percent of GD~ 21% 21% 20% 20% 20% 19% 19% 
Deficit ...................... : 156 126 95 88 73 29 -2 

As a percent of GD~ 
, 

2% 2% 1% 1% 1% 0% -0% 

HBC Chairman's Mark: 
Receipts ................... . 1,432 1,450 1,511 1,570 1,641 1,722 1,815 

,As a percent of GD~ 19% 19% 19% 18% 18% 18% 18% 
Outlays.................... . 1,588 1,626 1,651 1,704 1,749 1,783 1,815 

As a percent of GD~ 22% 21% 20% 20% 19% 19% 18% 
Deficit ...................... . 156 175 140 134 108 61 -1 

As a percent of GOP 2% 2% 2% 2% 1% 1% -0% 



TIlE PRESIDENT'S ECONOMIC PLAN: 

A IiALANCED BUDGET THAT PUTS PEOPLE FIRSr 


, 
L FRAMEWORK TO BALANCE TIlE BUDGEI', Building on his 1993 plan that Rdu.,.. 
the deficit by $1 trillion over scvenycru:s. tbe President today is releasing bis ecnnomic 
framcwork for balanCing the budget by the year 200S while still investing in education and 
1Ialning; taking seriOus steps towan! health reform while strengthening the Medicare Trust 
Fund and protecting,beneficiaries; and targeting tax cuts only to working families. The 
Presideot's plan builds on the savings and investments in his FYl996 budget and calls for real 
cuts in most ..... of government spending other than Social Security. 

I 

n. TIlREE FUNDAMENTAL DIFFERENCES: While the President shares the goal of 
rCaching a balanoed budget with the Republican Omgrcss. there are three fundamental 
dlfferences in wItai tbe President will call for to make tbis a balanced budget that puts 
working families first. 

I 
L FIRSr SJ:EPS TOWARD REALTII CARE REFORM WHILE STRENGTIlENING 
TIlE MEDICARE TRUST FUND, 

Republican Plan: The Republican plans call for deep Medicare savings tbat would 
requiIe • senior couple to' pay $1500-$2000 a year mo", by the year 2002 - only to 
pay for uojustifiable tax cuts. 

President" Plan: The President's plan calls fur half the Medicare savings of the 
Republican plans ($130 billion). no new Medicare bencfici3I)' cuts, and takes tbe first 
steps toward serious health reform. The PX.sideet calls for one-third the level of 
Medicald savings ($55 billion) of the Republican plans, gives states additional 
tlelribitity, and protects Medicald coverage by including. per petron cap. Elements of 
the health reform plan include, 

• I'rote<:tlng the Medica", Trust Fund ID 2005 
• Health Security for Worldng Familles After a Job lAss: (6 months DC 
health oov.rage for families who lose insuraDcewben they lose • j.b) 
• More Optl .... ror Medica ... Mannged Care that Protects <boice 
• Pl'Ilventlon: No Co-paymeots for MedlC81'll Mammography Set'llealng 
.. Alzbeimer Respite Beoellt :; , 

, 

.. Downpayment on Home and Community-basil<! lAIng-term ca",' 
• Iasurance Reforms Including Portability and Umlts on Exclusions for 
P1'\l-exlstli1g Conditions 
.. Give Small Businesses Pooling OptiOns, Includlng Participation In 
FEHBP 

.. Self-Employed Tax Deduction Increased to 50% 
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. 2. PROTECI1NG INVESTMENT IN EDUCATION AND TRAINING: 

Republican Pl8DS' The Republican pians cut investments in education by $43 billion 
over seven yean:, cutting Head Start and seeking to eliminate or dmmalically cut 
GOALS 2000, Safe and Drug-Free Schools, AmeriCorps, student aid, and job training 
at all levels.: 

President', Plan: The President'. plan pnts people first by presctVing investments in 
education and tmining, with sigulficant !ncreascs in Head Start, Goals 2000, 
AmeriCotpsi student aid, a new or Bill of Rights for Wolkers that !ncreascs training 
tbrough Skill Grants, and a $10,000 education tal< deduction. 

I 
3. A TAX CUT THAT IS TARGETED ONLY TO WORKING FAMILIES: 

Republican iPlans: The Republican House plan calls for a $630 billio~ tax cut over 
ten yean: !bat would give a $20,000 tax cut to tbe top 1% of taxpnyers, and the Senate 
budget caIIslfor inereaslog tal<es on 14 million working families. 

. 	 I 

I 


President', Plan: The President's plan keeps his full Middle <lass Bill of Rights tax 
. cuts: • $500 tal< credit for children under 13; • $10,000 education deduction, and an 

c:xpanded IRA that allows more working famil!ea not only to save for retirement but 
also to use tbe savings for education, • first home, Or long-term care for a sick 
~lativc. I . . 

. I 

m. COMPONENTS OF SAVINGS FOR BAlANCING THE BUDGIIT: The President's 
plan does not change the basic budget for FYI996, but it extends the savings pattern in 
domestic discretionary spending through 2005 while calling for serious, but reasonable 
entitlement savings.. 

• Medicare· savings arc $130 billion over seven years, less tban balf of the RepUblican 
plans, while protecting beneficiaries, securing the Medicare Trust Fund through 2005 
and taking th. first steps toward health reform • 

. 
• Medicald savings arc $55 billion in over 7 years - one-third the si2A: of th. 
Repnblican proposals ,... and loclude a per person cap to protect coverage, rather tban 
an aggregate block grant. . 

• Welfare reform has savings of $35 billion which is less than balf of the Repnblican 
proposals and essentially consistent with major Democratic alternatives. 

• Corporate contribution of $25 billion over seven years tbeough a bipartisan effort to 
close corpOrate loopholes, special interest tax breaks, and unwarranted corporate 
subsidies. : . . 
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• Other ~. cdw:ation, rcsean:h and selected investments in tllc CIlviromnClll and 
other ......, domestic discretionary spending is cut by over 20% in real tetms near the 

. end of tho plan. 
j .,. 

• Defense dutlays in tho PIcsiden!'s plan an: above both the House and Senate levels 
in FY2OO2, Yet savings an: achieved by keeping budget authority constant from 
FY:2OO2-2005. .. 

j 

j 

i 

IV. A MORE BALANCED APPROACH TO BAIANCING THE BUDGET: 
I 

R.pobllca~ Plan: The Republican plan .3U& for deep Medicare cuts and education 
cuts in ordet to pay for a tax cut going largely to the most well....,ff. A top national 
forecaster, WEFA, (formerly Wharton Econometrics) has projected thai this sevcn­
year path ~ld slow growth, increase unemployment to over 8.5%, and delay their 
deficit projtctions by at least two years. . 

i 
i 

President'.' Plan: By limiting a tax cut to working families and by calling for a 
moderately ilonger time path to balance the budget, tho PIcsidcnt's plan avoids the 
necessity of cutting education or calling far new Medicare bcnefiQary cuts. Thls 10­
year plan b3s tbe benefits of a solid balanced budget path with less of the downside, 
contractionary risks of the Republican seven-year proposals. 

i 

, 

I 
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TIlE PRESIDENT'S PLAN, 

INVESTING IN EDUCATION AND TIlAINING 


, 
The President proposes to invest more in «Iucation and tnrining, giving average 

Americans the skills they ne«! 'to get high-wage jobs in the new economy. He would 
increase investment'in «Iucation and training by $9.5 billion a year by 2002, The 
President', plan indreases «Iucation and training by $40 billion over the next 7 years; 
Republicans would Cut it by up to $43 billion over the same period. , , 
• For National Service, tl1e President would expand the Corporation for National and 
Community Service, enabling nearly I million young Americans to serve tl1eir communities 
and earn scholarships for higher «location. 

- The House would kill all national service programs, 

• Por the Gl Bill for America's Workers (excluding Pell grants), the President consolidates 
70 programs and add an additional $2.3 billion in 2002 for adult skill grants and youth 
programs. 

- Republicans would cut funding 25 percent helow the 1995 level. 

• For Head Start, the President would increase annual funding by $1.5 billion by 2002 to 
reach another 50,000 children -- for a total of 800,000 per year '':'' and to improve quality. 

-- House RePublican. would cut up to 200,000 children, compared to 1995. 
, 

• For Goals 2000, the President would increase funding from $124 million in 1995 to $867 
million in 2002, helping all States and school systems extend high academic standards, better 
teaching, and better. learning to 44 million children in over 85,000 schools. 

, 

-- House RePublicans would kill support to help States raise education achievement. , 
, 

• For Pell Grants, the President would increase annoal funding by $3.4 bUlion by 2002 to 
reach 960,000 more recipients (for a total of 4.8 million) and increase the maximum award 
from $2,340 to $3,128. 

-- Republi~s would freeze Pell at the 1995 level. 
, 

, 


• For Safe and Drug-Pree Schools and Communities, the President would maintain funding 
at $500 million per year, to help nearly ever school district fight drug abuse and reduce 
vioience, 

-- Republica.\s would tum the program into a block grant and cut funding 30 percent, 
, 

• The President wO,uld phase in F«Iera1 Direct Student Loans quicker, affecting $25 hi1li?n 
in loans to 6 mi1lio~ people a year, at lower cost to government, schools, and students. "­

-- House Republicans would eliminate the in·school interest exemption for 4 million 
financially ne«!y borrowers, requiring a low-income college graduate who borrow«! 
the maximum amount to pay $3,150 mOre for loans than under the President's plan. 
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THE PRESIDENT'S PLAN: 

PROTECTING THE ENVIRONMENT 


The Presiden1t proposes to protect the environment and' our natural resources, but still 
save money by focu~ing funds on legitimate Federal functions, cutting or eliminating lower­
priority programs, and increasing the use of user fees. Republicans would jeopardize the' .. 
environment by eliminating funds for constructing municipal wastewater and drinking water 
facilities, ending the acquisition of land for national parks and forests, and cutting park and 
forest budgets by 10 percent below 1995. 

• The President proposes to consolidate the Clean Water and Safe Drinking Water State 
Revolving Funds that make loans for municipal wastewater and water treatment construction, 
giving States more flexibility in meeting local priorities. He would reduce funding over time 
to $1.5 billion a year as States gain 'access, as a permanent source, to the repayments of 
previous loans. 

-- The Senate would eliminate these programs by 1998; the House would provide less 
funding than' the President. 

• The President proposes to increase funding by $265 million a year by 2002 for the 
Environmental Protection Agency's operating program, the backbone of our efforts to protect 
the environment. This increase comes after $150 million in savings due to streamlining and 
decreased EPA oversight of State delegated programs. The operating program increases 
address global climate change, promote development and export of environmental 
technology, and protect sensitive ecosystems. 

- RepubliJs would eliminate the program to develop environmental technologies 
that improve the environment at lower cost while opening new export markets, and 
terminate funding fOl~' programs that protect water quality and preserve habitat for 
ducks and fish. . 

I 
• The President proposes increases each year for National Park operations and rehabilitation 
in order to maintain parks and their facilities. 

I . 

-- Republi~s would cut national park construction by half, and park operations by 
10 percent, the latter of which would strain the National Park Service's ability to keep 
parks open and up to standards. 

I . 
• The President proposes to phase-down spending on Federal land acquisitions to $100 
million a year, focu~ing on high-priority projects and the expanded use of land exchanges. 

-- Republicans would terminate Federal land acquisitions. 



THE PRESIDENT'S PLAN: 

CONTROLLING VIOLENT CRIME 


The President proposes to expand his vigorous fight against violent crime, providing a 
$6.7 billion increase a year by 2002 for grants to States and loc.alities; more resoun:es for 
Federal investigations, prosecutions, and imprisonment; and more support for the Federal 
Judiciary to try and convict violent offende.... The President would spend $7.5 billion more 
in 2002 than House. Republicans and $200 million more than Senate Republicans . ., 
• The President p~ses to fully fund the Violent Crime Reduction Trust Fund (VCRTF), 
providing the full $30.2 billion authorized by the VCRTF from 1995-2000. In addition, for 
2001-02 the President would add $8.5 billion, bringing total VCRTF funding to $38.7 billion 
for 1995-2002_ I 

- House Republicans would cut programs authorized by the VCRTF from 1995-2000. 
, 

• The President'S Jroposal for the VCRTF would finance: 

- Ulo,ooo lps for State and loc.al police forces, fulfilling a major promise of the 
President an~ adding almost 20 percent to State and loc.al police forces; , 

, 
- reimburseinents to States which have paid to incarcerate criminal illegal aliens; and 

- State and local grants to: 
I , , 

• bring new prison cells into service; 

• confront the problems of violence against women; and 

• tmLce "drug courts" which provide cost-effective ways to deal with first­
time'j non-violent drug offenders. 

• The President would provide an increase of $1.7 billion by 2002 for Justice Department 
crime fighting progiams, including heightened border enforcement, increased FBI and DEA 
funding to address drug abuse, stree! crime, and terrorism; and increased resources for the 
Federal Prison System for new prisons and costs· tied to • growing population of violent 

. . aI Icnmm s. I 

- RepUblicabs would not provide specific increases for these programs. 

• The President .would increase funding by $500 million a year by 2002 for the Federal 
court system to adjudicate violent criminal cases. 

, 
, 

-- Republicans would not provide any increases for the Federal Judiciary. 

• The President would terminate several unnecessary or redundant programs, such as the 

State Justice lnstitute, the Administrative Conference of the U.S., and the U.S. parole 

Commission. I 




, TIlE PRFSIDENT'S PLAN: 
STRENGTHENING OUR COMMITMENT TO SCIENCE AND TECHNOLOGY,,, 

The Presid~t propose. to significantly improve the Nation'. global economic 
competitiveness through a balanced mix of basic research, applied research, and technology 
development, much of it through cooperative projects with private industry. Republicans 
would significantly:reduce investments in basic research, applied research, and technology' 
development. 

• The President proposes to add $2.5 billion a yeM by 2002 for biomedical and behavioral 
resem:ch at the National Institute for Hcalth . 

.. The House would cut biomedical and behavioral research at NIH by $542 million . 
• 

• The President proposes that the National Science Foundation's investments in basic 
research and education progrnms keep pace with inflation, adding $500 million a yeM by 
2002. 

-- Republicans would invest significantly less, with the Senate cutting $100 million 
and the House adding $240 million. 

• The President would provide $100 million more a year by ;l002 for the science facilities 
utilization initiative. ensuring more research time for scientists working on "cutting edge" 
research facilities. I . 

.. Republicahs would force many of these valuable facilities to close their doors. 
I 

• The President proposes to add at least $500 million a year by 2002 for NASA's 
investments in basic research, including Mission to Planet Earth, which will provide the first 
global study of the impact af man on the Earth's environment. , .,. 

I 
.- Republicans would cut these important research progrnms significant! y. 

: 
I 

• The President is proposing to increase the Advanced Technology Program (A TP) million 
and the Manufacturing Extension Partnership (MEP) by almost $500 million a yeM by 2002. 
ATP invests in partnerships with industry to accelerate the development of high-risk 
technologies with significant commercial potential. The MEP is a nationwide, locally 
managed network of manufacturing centers to help the nation'S 381,000 small manufacturers 
adopt modern manufa<:turing technologies. 

,.. 
. :. RePUbiiJs would eliminate both programs. 

I 

The President is proposing to increase funding by $100 million from 1996-2002 for the 
Defense Department's DOD Technology Reinvestment Project (TRP), which invests in 
partnerships with industry to accelerate the development of technologies that are critical to 
national security but can also benefit civilian purposes (i.e .. dual use) . 

•• The House would eliminate it in the draft 1996 authorization bill. 
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mE PRESIDENT'S PLAN: 

TARGETING TAX RELIEF TO MIDDLE-INCOME AMERICANS 
,, 

The President also proposes to raise living standards with a tax cut for middle-income 
Americans. The President proposes to help average Americans to save, and to meet the cost 
of raising and educating their childreri. Republican, would provide a huge tax cut whose . 
benefits flow disproponiona!ely to wealthy people and corporations and whose costs must be 
offset by deep cuts in Medicare and other priorities. 

I 
• To assist families raising children, the President proposes a tax credit of up 10 $500 for 
each child under age 13. The credit starts at $300 per child through 1998, and increases to 
$500 in 1999. It is phased out between incomes of $65,000 and $75,000 per year. 

-- House Republicans also include a $500 child tax credit, but pbase it out between 
incomes of $200,000 and $250,000. !lealu5O Republicans propose a tax cut for 
people of high incomes -. about 6 times !bat of !be typical faraily - !bey must cut 
deeply into Medicare and other priorities. 

• To help families meet tbe costs of education beyond high school, the President proposes a 
deduction for post·secondary tuition and fees of up to $10,000 per year. The deduction 

. begins at $5,000 in 1996, rising to $10,000 in 1999. It is phl!M'd out at incomes between 
$100,000 and $120,000 per year for married couples ($70,000 and $90,000 for other 
taxpayers). 

- Republicans have offered no such incentive for education. 
i 

• To help families save, the President proposes to expand Individual Retirement Accounts. 
Income limits would double; couples with incomes up to $80,000 (and single persons with 
incomes of $50,000) could make fully deductible contributions. The President would allow 
penalty·free withdrawals for catastrophic medical expenses (including for parents and 
grandparents), higher education costs. the purchase of a first home. and unemployment. The 
President proposes a new back-loaded IRA; contributions are not tax deductible, but 
withdrawals after five years are tax free. 

•• House Republican have a similar proposal but would allow back-loaded 
contributions wi!b no income limit - again, forcing deep cuts in Medicare and other 
priorities. 

• House Republicans also haye proposed enormous tax cuts for wealthy persons and 
corporations. forcing them to cut deeply into Medicare and other priorities. The tax cuts 
include: the yirtual end of the alternative minimum tax for large corporations, costing $35 
billion.over 10 years; a liberaiization of tax depreciation law. that would save large 

. corporations over $150 billion between 1999 and 2005; a cuI in estate taxes for persons with 
at leaSI 5600,000 of accumulated weallh, costing $20 billion; and a capital gains tax cut. 
costing 590 billion and proViding 58 percent of its tax benefits to the 2.5 percent of taxpayers 
with incomes over ~200,000 per year. 



THE PRESIDENT'S PLAN: 

REFORMING ENTITLEMENT SPENDING 


The President is proposing a series of reforms in entitlements and other mandatory 
programs that willi raise tens of billions of dollars by targeting benelits to those who need 
them and ensuring, that taxpayers gel a fair return on public resources. Republicans would 
cut too deeply into entitlements and threaten services and benefits on which millions of 
Americans rely. : 

Veterans: 

• The President proposes to protect pensions for poor veterans and compensation for 
service¥connected disabled veterans. . 

~- Republicans would restrict or eliminate compensation benefits for certain veterans, 
and redeline and narrow eligibility for service-connected disabilities. 

Fann Programs: . 

-
• The President proposes to save $4.2 billion over 7 years by allowing farmers to use more 
acreage to plant what the market demands, reducing inequitable treatment of farmers by crop 
and region, and targeting payments to smaller farmers. 

- Republicans would cut fann program spending 3-4 times as much -- the House by 
$17 billion over 7 years, the Senate by $12 billion over 7 years -- without specifying 
how. 

Spectrum Auction: 

• The President proposes to raise $14.3 billion from 1996-2002 by eJ<panding the Federal 
Communications Commission's spectrum auctions to a variety of new wireless services. 

-- The HouSe , and Senate also would expand the Government's auction authority. 
, 
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REACH TARGET BY 2005 

(In billions 01 dollars) 

HI-Year 

.1ll.a5 19!1!i 1991 we lJ!llS 2!!JlQ 2QQ1 2Ql)2 2M 201M 2!lllJl IQIaI 
---~ ~- --~ 

Outlays: 

Discretionary: 


Delense ........................ 272 262 258 255 260 268 276 281 282 283 283 2.709 


Non· Defense ................ 280 285 287 286 284 281 286 293 297 303 309 2.911 


Totaf discretionary ................. 552 547 545 541 545 550 562 574 579 586 591 5.619 


Mandatory: 


Health: 

Medicare ........••......... 154 172 186 199 213 221 243 260 282 303 326 2,411 

Medicaid ..•................ 88 92 100 109 117 121 138 160 163 177 193 1.367 

Other .................. , .•... 3 4 4 4 4 5 5 6 6 40 

Subtotal. health ............. 243 264 290 '312 334 358 386 415 460 486 524 3.818 


Other ................... ".,...•. 508 533 566 594 626 659 690 718 754 791 830 6.780 


Subtotal. mandatory ............. 751 796 856 906 960 1.017 1.075 1.133 1.203 1.277 1.355 10.579 


Net intere51.. .................... ,.,., 234 256 266 272 277 280 282 282 279 277 273 2.745 


Total. outlays................. ........... 1.537 1.599 1.661 1.719 1.782 1.647 1,919 1,989 2,062 2,139 '2,2.19 18,943 
 ?:. 
Receipts ........ , ... , ........ ............... 1,346 1,416 1,473 1.560 1,626 1,112 1,804 1,904 2.007 2.119 2,236 17,849 
 t 

.f 
?--­

Deficit.. ............................ , ........ 190 183 194 169 156 135 116 85 54 21 , -18 1,094 




Year-by-Year Savings 

(In billions of dollars) 

Baseline deficl!... ........................... 


Entillements .................................. 


Medicare savings ...................... 


Medicaid savings .................. , •.• 


Reform of povel1y programs ..... 


other.., .......................... , .... , ..... 


Discretionary, ................ ,', ... , ......... 


Defense ............................. ,"',., 


Nondefense .............................. 


Interest ............. , .......................... 


Corporate Subsidies ..................... 


Revenue changes ........................ 


Deficit or surplus ........................... 


1J!l!§ 

201 

-11 

-4 

-4 

-2 

-2 

·8 

-8 

-1 

-1 

3 

183 

1lI9Z 

218 

-16 

-6 

-4 

-4 

-2 

-11 

-11 

-5 

-2 

11 

194 

1~ 

209 

-22 

-10 

·6 

-5 

-1 

-16 

-16 

-12 

-3 

12 . 

169 

1lII!9 

221 

-26 

·16 

·7 

-6 

3 

-28 

-28 

-22 

-4 

16 

156 

2000 	 2.001 2002 2l!O3 2mM 2ll.Q5 

'235 ... 240 .. 255' -. -266.229 	 248 

-35 -46 -62 -70 -82 -95 

-23 ·30 -39 -45 ·55 -67 

-9 -11 -13 ·15 -17. ·19 

·6 -7 -6 -8 -8 ·9 

3 3 -2 ·2 -2 -1 

-41 -45 ·51 -65 ·77 -92 

·3 -10 -18 -27 

-41 -45 -48 -54 -59 -65 

·35 -47 -62 -79 -97 ·117 

·5 -5 -5 -6 ·6 -6 

21 23 25 26 28 26 

135 	 116 85 54 21 -18 



A COMPARISON OF DEFICIT REDUCTION PLANS 

(Seven year totals compared to OMB capped baseline, in billions of dolialS) 


President'. 
'96 Budget House Senate Plan 

Spending: 
Discretionary ............................ . ·198 . -463 -522 -200 


Defense ....................... : ...... .. 43 -24 -3 

- - ... Nondefense.~: ...................... . . '198-----·506-' ---497--·197 


Mandatory ............................... . -44 ·669 ·628 ·216 

Medicare: 

Extenders........ ,', ............. . ·28 ' ·28 -28 ·28 
Additional savings ............ . ·258 ·226 ·99 

Medicaid .............................. . 1 ·187 ·176 ·54 

Health reform (nel) .............. . (-125) 

Farm ................................... .. ·3 ·17 ·12 -4 

Veterans .............................. . ·6 ·6 ·10 ·6 

Civil service ......................... . -3 ·7 

Poverty ................................ . -4 ·131 ·116 ·38 

Spectrum ............................. . ·8 ·15 ·25 ·15 

Other........................,,, ........ . 4 ·23 ·27 3 


Net interest ............................ .. ·27 ·272 ·346 ·172 . 

Revenues ..... ............................... , 96 340 -9 96 

CO/porate subsidies ..................... . ·25 ·25 


. 11 Presidenfs plan includes major increases in key education and training programs. 
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THE PRESIDENT'S ECONOMIC PLAN: 

Ii BALANCED BUDGET THAT PUTS PEOPLE FIRST 


AN OVERVIEW 


The President today proposed a bold plan to balance the budget by 2005, cut taxes for 
middle-income Americans, and continue investing in education and training -~ all to raise ~ 
average living standards, 

The President's plan provides a sharp contrast between his policies and those of the 
Republicans, The President wants to balance the budget over a reasonable period of time -­
10 years .. so be can protect Medicare, and invest in education and training and other 
priorities for the American people. Because Republicans balance the budget more quickly, 
and also provide a huge tax cut for the wealthy, they have to slash Medicare and Medicald 
and cut education • 

• To help raise living standards of average Americans, the President's plan will; 

.. balance the budget, freeing up capital for private investment; 

-- invest in education and training to give Americans skills to get high~wage jobs; and 

-- take the first, serious steps to reform the health care'system, expanding coverage 
and reducing costs for average Americans, 

t 
• By contrast, Republican policies will: 

, , 

-- increase the "education deficit;" , 
I . 

.. turn Medicare aRd Medicald into second-class health care systems; and 
I 

.. give hug~ tax breaks to the wealthy, 
I 

The President Would balance the budget the right way, by eliminating wasteful 
spending. streamlining programs. and ending unneeded suhsidies; taking the first. serious 
steps toward health care reform; reforming welfare to reward work; cutting non~defense 
discretionary spending that doesn't include the President's investments by 22 percent in real 
terms, while leaving room to provide increases for education, the environment, and anti­
crime efforts; and ~eting tax relief to middh!wincome Americans. 

Repuhlicaits would balance the budget the wrong way; To reach balance in 7 years 
and provide a huge. tax break for the wealthy, they would slash Medicare and Medicaid and 
cut deeply in education and other investments that help raise average living standards. 

I' 
The President's plan builds upon the policies of his first 2-112 years that cut the 

deficit, created nearly 7 million jobs, controlled interest rates and inflation, expanded trade to 
create more high-wage jobs, and rewarded work by cutting taxes for 15 million families. 
The President is also building on his efforts to create a new kind of government, one that 
creates opportunity. not bureaucracy. and provides the tools that average Americans need to 
build better lives for themselves and their families. 



TIlE PREsIDENT'S ECOSOMIC PLAN: 


HIGHLIGHTS 


• The President, who has cut the deficit from $290 billion in 1992 to an estimated 5190 
biUion this year, proposes to balance the budget by 2005. .. 

. I . 
-- RepublJcans, none of whom voted for the President's 1993 plan, now want to 
balance the \ludget the wrong way -- cutting Medicare, education, and other important 
priorities deeply to fund a huge tax break for the wealthy and reach balance in 2002. 

, 

• The President pri,poses to take • first, serious step toward health care reform, providing 
net savings of $124 billion in Medicare and $55 billion in Medicaid by 2002 while expanding 
coverage and initiating insurance refonns. 

I 

-- Republicahs would simply cut over $430 billion from Medicare and Medicaid, 
enough to tum them into second-class health systems. 

• The President \\louIe save $64 billion in non~health entitlements by 2002 by reforming 
welfare, farm t and other programs. 

.. 
- Republicans would cut too deeply; for example, by inCreasing interest costs of 
student loans. . 

,, 

• The President w6uld cut $200 biUion from discretionary programs by 2002 by eliminating, 
cuuing, or consolidating hundleds of programs and targeticg available funds to defense, 
education, children; and anti-crime efforts. 

- Republicans would cut education and anti-crime programs; for instance, their cuts 
would throw hundleds of thousands of children off Head Start and nutrition programs, 
and gut the President's anti-crime efforts. 

• The President would target tax relief to middle~income Americans. enabling them to more 
easily raise their children, pay for post-secondary education, and save for the future. 

-- Republicans would provide a huge tax break whose benefits would flow 
disproportionarely to the wealthy, and also would raise taxes on millions of worldng 
families. i 

. , 
• The President proposes to work with Congress to save $25 billion by eliminating unneeded 
corporate subsidiesi 
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BALANCING THE BUDGET: 

THE PRESIDENT'S ECONOMIC PLAN 


DEFICITS, IN BILLIONS OF DOLLARS 
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TIlE PRESIDENT'S ECONOMIC PLAN: 


REACHING BALANCE IN 2005, 


• In 1993, the President faced a deficit that was rising out of control .- from $290 billi9l1 in 
1992 to more than $600 billion early in the next century. .

I . , 
• The President's '1993 economic plan has cut the deficit dramatically .- from $290 billion to 
a projected $190 billion this year. 

J 

• More imponantly, it cut the deficit as a percentage of the economy (GDP) -- from 4.9 
percent to 1992 loan estimated 2.7 percent this year and 2.1 percent by the end of the 
decade. 

• If not for interest on the debt accumulated between 1981 and 1993, the budget would be in 
balance today. . . 

, 
• But, largely due; to hcalth care costs, the deficit will begin to rise again .- gradually 
reaching $266 billion in 2005• . 
• Now, the President proposes to' finish the job - to balance.the budget by 2005. 
I' ­

• In 2005, the J>rb,ident proposes to save:, 
- $96 billion in entitlements: 

Medicare, $67 billion 

Medicaid, $19 billion 

Poverty programs, $9 billion 

Other entitlements, $1 billion 


J. 
_. $92 billion in discretionary spending: 

Defense, $27 billion 

Non-defense, $65 billion 


-- $6 billion in corporate subsidies. 

- $117 bil~~on in interest savings. 

• The President would target tax relief to average Americans, costing $26 billion in 2005. 
I 

• All told, the P~ident's plan would bring Ihe budget at least to balance by 2005. 



THE PlU!SIDENT'g HEALTH REFORM INITIATIVE; 

A SERIOUS STEP TOWARD HEALTH CARE REFORM 


As the President has said, the key to long-term deficit reduction is controlling health 
care costs through health care reform. Thus, in his plan to'balance the budget by 200s,!he 
President presents a serious first step toward reform that: . 

- strengthetis the Medicare Hospital Insurance (HI) Trust Fund, ensuring Medicare 
solvency until 200s; 

• provides !'e"Ith security for 6 months for working families after a job loss; 

• reforms Medicare to make quality managed care options more attractive while 
preserving choice; 

• improves Medicare with new benefits that (1) provide Alzheimer's respite care, and 
(2) waive the copayment for wo'."en who need mammograms; 

, 
• provides home- and community-basad care grants for disabled and elderly . , . 
Amencans;i 

I 

- maintain~ Medicaid as a safety net for low-income A;;u,ricans while reforming it to 
target funds more efficiently and increase state flexibility; 

• reforms the insurance market to ensune thal Americans can keep their coverage if 
they change jobs, that they woo't lose coverage if they get sick, and to improve the 
availability and affordabili!)' of coverage for small businesses; 

I 
• gives small businesses voluntary pooling options, including access to Federal 
Employees Health Benefits Program (FEHBP) plans; . 

- expands the self-employed tax deduction to 50 percent; and 

-reduces the deficit by $271 billion over the next decade. 
! 

The President's plan expands coverage, cuts the deficit with less than half the 
Medicare savings and a third of the Medicaid savings that Republicans propose, and imposes 
no new cost increases on Medicare beneficiaries. 

By contrast,' the Republican budget proposals threaten Medicare beneficiaries, reduce 
Medicaid coverage for millions of children and elderly Americans, and endanger many 
hospitals, including academic health centers. The Republicans' cuts (assuming a SO/50 
beneficiary/provider split) would increase out-of-pocket costs for couples by $1,700 in 2002 
alone (under the House budget resolution). Moreover, the Republicans do not reinvest one 
penny into health 'care; instead, the Republicans use Medicare and MeJiicaid cuts to pay for 
hundreds of billions of dollars of tax cuts for well..,ff Americans. 



DETAILED EXPLANATION 

1. Refonning the Insuran .. Market 

Insurance rc(onns, based on proposals that both Republicans and Demoerats 
supported in the las~ Congress, will improve the fairness and efficiency of the insurance 
marketplace, : 

• Portability and Renewability of Coverage -- Insurers will be barred from denying 
coverage to Americans wilh pre--existing medicai conditions. and plans will have to 
renew coverage regardless of health status, 

• Small Group Market Reforms - Insurers win be required to offer coverage to 
small employers and their workers, regardless of health status, and companies will be 
limited in their ability to vary or increase premiums on the basis of claims' history. 

• C.nsum~ Protections - Insurers will be required to give consumers information 
on benefits and limitations of their health plans, inellUling the identity, location, and 
availability }'f participating providers; a summary of procedures used to control 
utilization of services; and how well the plan meets quality standards. In addition, 
plans would have to provide prompt notice of claims denials and establish internal 
grievance aild appeals proeedures . 

. , 
2. Helping Working Fammes Retain Insurance After a Job Loss 

Families that lose their health insurance when they lose a job will be eligible for 
premium subsidies for up to 6 months. The premium subsidies will be adequate to help 
families purchase health insurance with benefits· like the Blue CrOSS/Blue Shield standard 
option plan available to Federal employees. 

, ­, 
3, Helping Small :Ousinesses Afford Insurance , 

• Giving Small Employers ACCfSS to Group Purchasing Options: Small employers 
that lack access to a group purchasing option through voluntary state pools would get 
that option through access to the Federal Employees Health Benefits Program 
(FEHBP) plans. This would increase the purchasing power of smaller businesses and 
make the small group insurance market more efficient. Small firms would get 
coverage from plans that also provide coverage to Federal employee. through 
FEHBP, b~t the coverage would be separately rated in each state, leaving premiums 
for Federal and state employees unaffected. 

r 
• Expanding tbe Self-Employed Tax Deduction: The Presidenrs plan provides a 
fairer system for self-employed Americans who have health. insurance. Self-employed 
people would deduct 50 percent of the cost of their health insurance premiums. rather 
than 25 percent as under current law. 

4. Reforming and Strengthening Medicare 

I 
• Strengthening the Trust Fund: The President's plan would reduce spending in 
Medicare'i Part A by $79 billion over 7 years to ensure the solvency of the Medicare 



HI Trust Fun'd to 2005. The plan finds such savings by reducing provider cost 
growth, not iaising beneficiary costs. 

• Eliminating the CoPaymenl for Mammograms: Although coverage by Medicare 
began in 1991, only 14 percent of eligible benefICiaries without supplemental 
insurance tap, this potentially lifesaving benefit. One factor is the required 20 percent 
copayment. To remove financial barriers to women seeking preventive ­
mammograms, the President's plan waives the Medicare copayment. 

• Expanding Managed Care Choices: The President's plan .xpands the managed 
care options available to beneficiaries to include preferred provider organizations 
('PPOs") and point-of-service ("POS") plans. The plan also implements initiatives to 
improve Medicare reimbursement of managed care plans, including a competitive 

. bidding demonstration proposal. Also included in his plan are important initiatives to 
streamline regulation. 

• Combattlftg Fraud and Abuse: "Operation Restore Trust" is a five-state 
demonstration projec;t that targets fraud and abuse in home health care, nursing home, 
and durable medical equipment industries. The President's budget increases funding 
for these critical fraud and abuse activities., 

, 
5. Long-Term Care , 

i 
• Expanding Home and Community-Based Care: The President's plan proviaes 
grants to states for home-and community-based services for disabled elderly 
Americans, Each state, will receive funds for home-and community-based care based 
on the number of severely disabled people in the state, the size of its low-income 
population, 'l"d the cost of services in the state. 

• Providing for a New Alzheimer's Respite Benelit witbin Medicare: The 
President's plan helps Medicare beneficiaries who suffer from Alzheimer's disease by 
providing respite services for their families for one week each year. 

6. Refunning Medicaid 
I 

The President maintains Medicaid, expanding state flexibility, cutting costs, and 
assuring Medicaid's ability to provide coverage to the vulnerable populations it now serves. 

I 
• Eliminating Unnecessary Federal Strings on States: To let states manage their 
Medicaid p,?grams more efficiently, the President's plan substantially reduces Federal 
requirementS.

I 

- S~tes will be allowed to pursue managed care strategi.es and other service 
deHvery innovations without seeking Federal waivers; and 

v~ The "Boren Amendment" and other Federni requirements that set minimum 
payments to health care providers will be repealed. 

• Reducing Medleaid Costs: The President proposes a combination of policies to 
reduce the growth of federal Medicaid spending, including expanding managed care, 

http:strategi.es


reducing andibeUer targeting Federal payments to states for hospitals that serve a high 
proportion of low-income people, and limiting the growth in federal Medicaid 
payments to states for each beneficiary. Per-person limits, as opposed to a block 
grant on total spending, promote efficiency while protecting coverage, 



TAX CUTS 

MEDICARE CUTS 
-$51 

-$68 

REPUBLICAN TAX CUTS REQUIRE 

DEEP 'MEDICARE CUTS 


DOLLARS IN BILLIONS

•- --100 

751 
50 


25 


o 
-25 


-50 


-75 


~OOI - ­

1996 1997 1998 1999 2000 2001 2002 
, 

NOTE: House Budget Resolution numllenl. 

~--



MEDICARE SAVINGS 
SEVEN YEARS 

DOLLARS IN BILLIONS 
~ ~--~--~350 

I 

REPUBLICANS300 


250 


200 


PRESIDENT150 CLINTON 
.... ..,.".-""--~---,~ 

100 


50 


o I" 

!:,!!,~~~~ 

at~UU)1 GI1219lJ 



J 
enCfJ 

(!) 	 ~ -....I 
-Z 	 co 

::J 
0.. 
W 

0:: 


~ 	CJ) 

CfJ 	« 0:: 

w 
UJ >­
0:: z 


'.« 	t-w 

U 	 I-zz 
~g -

0 	 -zen_ 
W....I 

0..UJ rn I 	

0::0 
z , 

~ 0' 
::l-m 
~ 
rn 
0::
<'-" -'.10 0 0 0 0 
00 0 0 0 o ,CO <0 '0:1" 	 C\I 



MEDICARE REFORM 

IMPACT ON BENEFICIARIES IN 2002 


Republican Proposals 

I· $1,700 CUT PER COUPLE 1 

• 	 Additional Costs 


- Higher Co-Payments 

.- Higher Premiums 


Coercive Plan 

-	 2nd Class Health Care 


System for Seniors 


President's Proposal 

• 	NO NEW BENEFIT CUTS 1 

• 	Additional Benefits 

- Home": and Community­
Based Care Grants 

- Respite Benefits for 
Alzheimer's Caretakers 

- Preventive Health Benefits: 
No Mammography 

Co-Payment 


NOTE: House Budget Resolution numbers. ,noI,II5«Hl!I_WEOt 6/121115 
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, 	 , 

NEW INITIATIVES AND OFFSETS 

ADDED TO PRESIDENT CLINTON'S BALANCED BUDGET 


Challenge • Increase Hart Soot! Rodino merger filing fees ($0,420 billion) 

3rJ Grade Literacy • Replace Sales Source Rule with activity-based rule ($5.300 billion) 

Initiative , • Tighten suhstantial understatement penalty ($0,200 billion) 


, . Replace single-family loan limit with Freddie Mac limit (SO,200 

New Costs: $1.75 billion I billion) 


• Relax restriction on FHA multifamily property ($0,080 billion) Home Ownership 
• Charge vendors for cost of payments by paper check (SO,700 billion)Tax Cut 	 , 
• Reduce corporate jet subsidies ($0.541 billion) 

Capital Gains Tax CUI 
• 	 Deny dividends-received deduction for portfolio preferred stock 

($0.200 billion) 
Cost: $1.4 billion 

• Synthetic fuel production credit ($0,475 billion) 

Environmental 
 • Repeal Medicare/Medicaid fraud loopholes ($0,470 billion) 


"America Reads" Package of New Offsets; 

Initiatives , • New spectrum -- 18 Ghz ($0.500 billion) 
,, 
Toral New SaVings: $8.456 billion Cost: S1.9 billion , 

.Wetfare-t{}-Work Jobs 

Challenge 


, 	 I ,, 

i Cost: $3.4 billion i , 

$1,500 ft America's I • Reduction of sales source rule benefits ($3.500 billion) 

HOPE Schol....bip" 
 • Auction radio DARS spectrum ($2.100 billion) I 
College Tuition , • International departure fee ($2.3 billion) , 

Tax Credit • Target $10,000 tuition deduction 	 i ,! 
,i Net New Cost; I Nel New Savings: $7. 9 billion 


$7.9 billion ever () years 


Expanded Family & No cost ,,,, Medical Leave and 
: Etnplo),ee-Chol<!t lilex~ 

i Time Proposal i, 
, 

,School Construction • Auction ponion of spectrum between channels 60-69 

Co::.i: $5 billion New SUFinj.;s: $5 billion 
over 4 years I 

f 

TOTAL COST OF NEW INITIATIVES: $21.35 billion 
, 

TOTAL OFFSETS:, $21.35 billion 
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