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EXECUTIVE OFFICe: OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON, O.C. 20503 


May 15, 1996 

,,The Honorable Pete V. Domenici . 
IChairman., 

:Committee on the Budget 
IU.S. Senate 
iWashingtOn, D.C. 20510 

-Dear Mr. Chairman: 

I am writing to transmit the Administration's views on S.Con.Res. 57, the Senate 

Budget Committee's concurrent resolution on the budget for fiscal years 1997-2002. 


Last week, the Senate BUdget Comll'ittee crafted a resolution that was designed to 

appear more moderate than budget policies that the Republican majority pursued last year. 

But in some ways. the resolution has even more extreme policies than those in the 

Ieccnciliation bill that the President vetoed. 


For instance, the Republican plan calls for Medicare cuts of $167 billion - $50 
billion higher than the savings in the Pre..ndent's budget~ according to CBO. Since the 
Budget Committee has claimed its proposed Medicare Part B savings are identic.al to the 
President's proposals. the full difference must come from Medicare Part A. Cuts of this size 
could limit beneficiary access to hospital health services and lead to lower payments to 
hospitals even in nominal terins -- not just cuts in the rate of growth. In addition, the 
structural changes proposed in recent Republican plans· would seriously threaten the health of 
Medicare. . 

The resolution also includes $72 billion in Medicaid savingsJ which goes well beyond 
the savings in the last Republican·Medicaid restructuring proposal (if estimated under.CBO's 

. new baseline). These figures do not even address the damaging structural changes contained 
in recent Republican proposals) including the block granting of Medicaid, that would 
undennine the guarantee of coverage. If these provisions are retained, the Republican plan 
would mean, for example, the elimination of coverage for as many as 2.5 million children 
between the ages of 13. and 18. ' 

With regard to taxes, the resolution continues to raise income tax.es on working 
Americans by cutting the Earned Income Tax Credit .(ElTC). The Senate's cut of at least 
$,17 billion in the EITe actually makes working Americans worse off than the latest 
Republican budget offer from the President's negotiations with congressionalleaders~ which 
called for a cut of $15 billion. . 
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In addition, the tax·cuts •• which RUrport to be $122 billion - are understated and 

misleading. For one thing. the cost of the child tax credit mysteriously falls in the year 

2002, meaning that the revenue estimate for the credit is too low or part of the credit itself 

disappears. For another, the level of permitted tax cuts is actually higher. Not only does the 

,resolution omit $36 billion in revenues from extending expiring provisions in last year's 
vetoed reconciliation bill, it also!omits $26 billion in revenues from closing coIPOrate 


iloopholes and other tax measures from the last Republican offer. The resolution appears ~o 

; reserve these revenues to pay for higher tax cuts. If incorporated in this resolution, these 

i revenues could offset some of the unnecessarily deep cuts in Medicare, Medicaid, and other 

! important priorities. ' 


With regard to discretionary spending, the Rsavings" in this resolution may appear 

smaller due to the new baseline. In fact; however, the Republican plan proposes lower 

discretionary spending over the next six years than in their January offer, making it even 

harder to finance important priorities in education and training, the environment, science and 

technology, and law enforcement. Over the next six years, for instance. the resolution cuts 


,. education and r.raiTling by $56 billion below the President's proposed levels. 

As you know:> the President has proposed a plan that the CongreSSional Budget· Office 
. said would reach balance in 2002. It targets tax relief to middle-income Americans, makes 
prudent savings in Medicare and Medicaid, and provides enough in discretionary funds to 
finance the PresidenCs investments in key priorities. Clearly. a balanced budget does not 
necessitate extreme and excessive cuts in programs on which tens of millions of Americans 
rely. 

In their negotiations last winter, the President and congressional leaders came very 

close to reaching agreement on a long-term plan to balance the budget. The President wants 

to finish the job. and he has repeatedly asked the Republican leadership to return to ·the 

negotiating table. Although the Republican leadership has not yet accepted his offer, the 

President continues to reach out to groups of l(lwmakers who share his goal. 


Th.e President wants to balance the budget, and he urges the Republican leadership to 

join him in that endeavor -- to give the American people the responsible fiscal policy they 

deserve. 


With regard to the budget resolution at hand, I want to express the Administration's 

deep reservations about the following elements: 


Medicare and Medieaid. The Medicare cuts are too large. The resolution would cut 
Medicare by $167 billion, which would place huge stress on hospitals, resulting in 
cost-Shifting and declining quality, and threatening the financial viability of hospitals ­
- particularly rural and inner-city hospitals. 
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The resolution would cut Medicaid by $72 billion -- far more than necessary to 
balance the budget in 2002 and, because of the new CBO baseline, higher than the 
cuts called for in, the last Republican budget offer in January .. If the resolution 
assumes previous Republican proposals that allow for lower State matching 
contributions, the actual cuts in Medicaid services and coverage could be as much as 
$250 billion. Moreover, the most recent Republican plans have continued to call for 
eliminating the guarantee of health coverage for mil.llons of Americans. 

Welfare. The resolution would cut low-income assistance programs by $53 billion 
over·six years. Because the funding targets are virtually the same, the welfare refonn 
provisions apparently have not changed from the bill the President vetoed in J~uary•. 
which coupled deep cuts with severe structural changes and bans on immigrants -- ' 
policies that would harm children and not transfonn the system to reward work. The 
President supports real welfare reform that would move people from welfare to work 
and protect children. 

Student Loans. The resolution seeks to cap loan volume in the Direct Student Loan 
Program at 20 percent starting in academic year 1996-97 -- even thQugh the B:tuca.tion 
Department is completing the final steps to implement the 50 percent volume target of 
current law. . 

Tax Cuts. While the resolution calls for tax cuts of $122 billion, it permits ' 
additional tax cuts of unspecified amounts .. Tax cuts of this size are simply too 
expensive; they would force unnecessarily deep cuts in Medicare. Medicaid, 
education, the environment. and other priorities. 

The President has proposed a less expensive, targeted tax cut to help middle-income 
Americans raise their young thi1dren~ pay for postsecondary education, and save for 
the future. It is a much better way to help raise American living standards. 

, , 

Discretionary Spending. ,The resolution"s non-defense discretionary level is wholly 
inadequate to fund key investments in education and training. the environment, 
science and technology, and law enforcement. It provides $19 billion less in fiscal 
1997 than the President's budget. 

Rather than provide the necessary resources for these investments. the resolution 
provides $11 billion more in defense budget authority than the PresidenCs budget in 
1997 -:- which commits historically high levels of resources to readiness, as measured 
in funding per troop. (Further~ in the critical years of defense modernization at the 
turn of the century, the resolution does not provide enough budget authority, 
compared to the President's defense program.) 
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Moreover, the resolution does not even provide the "freeze" level thar it claims. It 
characterizes the 1997 non-defense funding levels as a freeze from the fiscal 1996 
agreement. . That level. however, is more than $2 billion less than a true freeze, 
because it does not fully account for one-time spending cuts that Congress used as 
"offsets" in the 1996 omnibus spending bil1. 

In addition, the resolution targets some of the investments for deep cuts.. In 1997, 
discretionary funds for education and training would fall by $3 billion, compared to 
1995. For example~ over the next six years. the resolution would cut these programs 
by $56 billion below the Pr~ident's proposed education levels. For the environment, 
the resolution would cut EPA operations by 11 percent in 1997, and 23 percent by 
2002 _.significantly cutting enforcement actions and inspections, and ending efforts to 
spur new. technologies. 

While the Administration and Congress share the goal of a balanced budget~ we have 
grave concerns about the approach contained in this resolution. We also hope that 
Republicans learned from last year's experience, which included two government shutdowns 
and 13 continuing resolutions, that we need to work together. We want to work with you, as 
the process moves forward, to achieve a balanced budget that is acceptable to the PreSident, . 
the Congress. and the American people. 

Sincerely, 

Alice M. RivIin 
Director 

Attachment 

IDENTICAL LEITER SENT TO HONORABLE J. JAMES EXON 

4 




MAY-is-ss 14.28 FROM.OMS DIRECTOR ID. PAGE S/10 

Atiachmenti Specific Concerns with S.Con.Res. 57 
as Repqrted by Senat.e Budaet CQmmitt« 

MEDICARE 

The Medicare cuts are too large. The resolution would cut Medicare by $167 billion -.: $50 
"billion more than the President's budget, according to CBO. 

: M the Presidenfs budget shows; cuts of this magnitude are unnecessary to balance the 
budget in 2002. The President's budget would reduce projected Medicare costs by a 
reasonable amount while still achieving a balanced budget in 2002 and extending the life of 
the Medicare' Hospital Insurance Trust Fund to about 2006. 

The Senate BUdget Committee said its $167 billion in cuts would include $123 billion in 
Medicare Part A cuts. To achieve this amount ofPart A savings, the Senate Republican·plan 
must cut Medicare Part A by alm~t $10 billion more than in last year's congressional 
Republican plan. The deep cuts in Medicare payments to hospitals would result in oost­
shifting) undermine quality, and threaten the financial viability of hospitals ~. particularly 
rural and inner-city hospitals. 

Moreover, the slrnctural changes proposed in recent R.epublican budget plans would seriously 
threaten the health of the Medicare program: 

• Medical Savings Accounts (MSAs) would likely attract healthier Medicare 
beneficiaries for whom Medicare, now spends very little. If this assumption is correct 
(as eBO concluded last fall), MSAs could end up costing Medicare a great deal and 
speeding the depletion of the Hospital Insurance Trust Fund. 

.. Republican propo~s would also permit physicians participating in a private fee~ 
-for-service pian to charge beneficiaries extra through "balance billing," which would 
increase out-of-pocket costs for beneficiaries and seriously threaten the viability of the 
traditional Medicare system. .. 
• The Republican budget fail-safe, which would automatically impose additional cuts 
in Medicare over the savings that the resolution calls for. would trigger if health care 
costs rise faster than projected. This would put providers directly at risk for cost 
problems beyond their control and WOUld, of course, indirectly threaten beneficiaries 
in terms of lower quality and access . 

. :MEDICAID 

The resolution would cut Medicaid spending by $72 billion -- far more than needed to 
balance the budget in 2002. The latest Republican offer c&led for $85 billion in Savings off 
CBO's December 1995 baseline; but, off CBO's new, lower March 1996 baseline, the same 
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policies would save only $60 billion.. The resolution~ thus, cuts more from Medicaid because 
it has more savings off a lower baseline. '. 

Moreover, under the budget resolution, total Medicaid cuts could far exceed $72 billion if 

States are permitted to reduce their State matching amounts. Last year's vetoed 

reconciliation bill called for reducing State matching requirements~ . 


But more than dollars are at stake. The resolution gives no indication that congressional 
. Republicans plan to withdraw their proposal to block grant Medicaid. If a block grant were 
. enacted" funding levels no longer would automatically respond to economic crises, such as 
recessions; millions of people would lose their guaranteed access to health carey and those 

who do receive coverage would no longer have a Federal guarantee to a basic level of 

benefits. 


In addition, there are indications that under the Repub1i~an plan~ phase--in coverage fot 

poverty-level children aged 13-18 would be eliminated. Moreover~ if Republicans retain 

their previous disability eligibility criteria, millions of people with disabilities would be at 

risk for losing their current guarantee to coverage. . 


Also of great concern, the Committee's plan provides no assurance of continued federal 

enforcement of nursing home quality standards, which have dramatically improved the 

qUality of nursing home care . 


. By contrast, the President's budget a. while giving States unprecedented flexibility to manage 
their programs -- would preserve the guarantee of health coverage for millions of children, 
pregnant women, people with disabilities. and older Americans. We can balance the budget 
without leaving States. and the families they serve, vulnerable to factors beyond their 
control. 

WELFARE 

The resolution'S cuts in welfare programs -$53 billion, excluding related Medicaid savings ­
- are the same as in the vetoed welfare bill; and much deeper than in the recent NGA 
proposal. "While the resolution adopts the NGA recommendation to block grant AIDe, it 
does not explicitly endorse the NGA' s childcare and work funding recommendations. If the 
Senate plan seeks to meet the $53 billion savings target ami provide added child care and 
work program funding, it would have to cut Food Stamps, SS1, immigrants and other 
programs even more deeply than the vetged weifare bill. These cuts could mean that a large 
majority of disabled children coming on the SSI rolls could have their benefits reduced, the 
national nutrition safety net could be jeopardized. and legal,tax-paying immjgrants could be 
banned from most means-tested programs. 
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The plan would fold 20 separate child protection programs into two block grants ,at a time 
when the General Accounting Office and others report that current resources are not keeping 

, pace with the needs of a national child protection system in crisis. Under this plan, funds 
. 	 ,could be inadequate to respond to rapidly rising reports of abuse and neglect, and insufficient 

to protect abused children and find them safe, loving and permanent adoptive homes. 
In addition, the plan potentially guts accountability for State child protection systems, over 
20 of which are operatihg under court mandates for failing to provide adequate service to 
abused and neglected children. 

STUDENT LOANS 

The resolution would cap the Federal direct student loan program at 20 percent of 10$1 
volume. Since, as of July 1, the law provides for at least 50 percent of loan volume to be 
direct lending, the cap would eliminate 1,100 schools and 1.6 million students from direct 
lending that are expected to participate in the upcoming academic year. The cuts would deny 
direct lending opportunities to 7 million borrowers between 1997 and 2002. 

TAXES 

The resolution continues to raise income taXes on millions of working Americans by 
cutting the Earned Income Tax Credit (EITC). It calls for $17 billion of EITC cuts. The 
EITC helps low-income working families stay off welfare and out of poverty. Under the 
resolution, millions of families with children could see a cut in their EITC. Over 4 million 
workers who do not reside with children would lose eligibility for the EITC~ raising their 
taxes, on average, by $1.74 a year. . 

The Republican plan calls for cutting the EITC as the child t;:redit is phased in. But 
some working families with children wilIlose part or all of the EITC and not receive any 
child credit. Other EITe families wilJ receive some child credit but, unlike better-off 
families with children, must sacrifice some tax benefits in exchange for the child credit. 

In addition, the resolution purportedly contains tax cuts of $122 billion over 6 years -­
Specifically, a child tax credit that costs $23 billion a year. But the resolution assumes -­
without saying why --: that the cost of the credit suddenly falls to $16 billion in the, last year. 
Either the revenue estimate for the credit is too low, or part of the credit itself mysteriously 
disappears. 

In the resolution. the revenue line itself is a smoke screen: It allows for another 
"deficit neutral" tax relief bill, tinanced through revenues that Republicans apparently have 
held in reserve.. Not only does the resolution omit $36 billion in revenues from extending 
expiring provisions in last year's vetoed rec~;mciliation bill, it also 'omits $26 billion i~ 
revenues from closing corporate loopholes and other tax measures from the last Republican 
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offer. Rather than use these dollars to mitigate the excessive cuts in Medicare, Medicaid, 
and we1faTe, the resolution makes those funds available for more tax cuts. If such tax cuts 
mirrored last year's vetoed reconciliation bill, they would favor the well-off; that bill devoted 

, about half of its tax cuts to people making over $100,000, 

DISCRETIONARY SPENDIN"G 

The resolution calls for total discretionary cuts of $295 billion over 6 years - over $60 

billion more than in the President's budget, as scored by CBO. These cuts would not 

provide enough resources to finance vital investments in education and training, the 

environmen4 science and technology, law enforcement, and other priorities. 


Whil€; the resolution asserts that non-defense discretionary spending in 1997 is essentially 
frozen, the plan actually would cut it by over $2 billion. In the 1996 Omnibus . 
Appropriations bill, Congress agreed to finance higher levels of spending for education, for 
the environment, and for crime programs by approving mandatory savings such as debt 

.	colla.'1ion and housing reform and by reducing the FEMA Disaster Relief account by $1 

billion. These were one-time savings that cannot be, or are not expected to be, repeated in 

1997. The Committee has not fully compensated for these one-time offsets; thus, it 

effectively cut non-defense spending by over $2.billion. Such cuts',would make it very 

difficult to sustain even the 1996 funding levels for education, the environment, and crime 


\ 	 . 
programs. 

For discretionary spending, the House Budget Committee's resolution provides far more 
detailed assumptions about specific program cuts and terminations. Nevertheless. the Senate 
Budget Committee indicates What' could happen to funding in key areas. For itistance: 

Education and Training. In 1997, the resolution would cut education and training 
by $3 billion, compared to 1995. Over the next six years, the resolution cuts these 
programs by $56 billion below the President's proposed levels. For 1997 alon~, the 
resolution would provide $6 billion less than the President for education and ~ing. 

The Environment and Natural Resources. The resolution would cut funds for EPA 
operations by 23 percent in 2002, compared to the President's budget. EPA 
enforcement actions ~ including facility inspections -- would likely be significantly 
cut from levels in the President's budget, substantially affecting EPA's ability to 
protect public health and the environment. 

Also compared to the President's budget, the Republican plan would cut fundi~g for 
environment and natural resources programs by 16 percent in 2002. It would, for 
instance, cut the National Park Service by 20 percent in 2002 -~ further delaying. and 
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deferring maintenance of important NPS facilities, reducing NPS ability to meet 
demands from increasing park visitation, and causing deterioration of natural, 
cultural, and historical resources. . 

Anti~Crime Programs. At $21.4 billion, the resolution is SLS'billion below the 
·President's request of $23.2 billion for 1997. sharply cutting the President's proposals 
to fight crime. 

Defense.. The re.~lution calis for·$ll billion in discretionary budget authority apd $3 
billion in outlays above the President's 1997 request. These defense add-ons are 
unnecessary. The President's budgets have committed unprecedented resources Pl 
readiness, as m~ured per troop, and have systematically sought supplemental 
support to ensure that contingency operations do not have negative consequences for 
military readiness. As a result, the readinesS levels of the U.S. military are at I 

historically high levels today. 

Moreover, these defense add-ons would 'undermine important non-defense investments 
in 1997. The Republican plan would use budget "firewa11s" to prevent Appropriations 
Committees from making their own choices between these unrequested defense ' 
expenditures and other priority programs. 

In addition, with regard to recapitalization, the resolution provides around $15 billion 
in budget authority less than the President'S budget from fiscal 2000 to 2002 -- the 
critical years for defense recapitalization. The President's recapitalization plan I 

provides a more reasoned, responsible approach to defense spending by making more 
resources available at the tum of the century when new technologies come on Hone. 

International Affairs. The resolution would cut international affairs spending by 
$1.2 billion from the President's budget for 1997 to $IS.1 billion -- far below the 
$20.1 billion available in 1995 and also below the 1996 leveL Overall, the resOlution 
proposes a 23 per cent cut by 2002 below the President's request. Although details 
are limited, the resolution seems to target multilateral programs~ including multilateral 
development bank lending to the poorest countries of the world and contributions to 
the United Nations and related international organizations including peacekeeping 
programs. These programs serve a variety of important U.S. objectives and in which 
other countries provide from three to twenty times the U.S. contribution, so long as· 

. the United States provides some funding. 

The supporting materials do not explain this rejection of international burdensharing, 
which benefits the United States. Other programs that may be cut are vital to national 
security and possibly humanitarian relief. The plan would severely limit America's 
ability to exert the global leadership necessary to promote the security and prosperity 
of the American people. '. 
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THE WIlITE. HOUSE 

WASIIINGTON 

. JUIie28, . 1995 , 
'i ­
'1 

Dear Mr.·Leader: 

We share the goal 9f balancing ,the 'federal budget, an~ I 

look forwar~ to working with'yoti on this ,important matter •. 


But as we work together to reach our shared goal~ we must 
ensure that we do so the right way·--the way that will ra!ise the 
standards of living for average Amc::ricans. , , 

'. ' 

My plan to balance the budget ,over ,10 years will help: raise. 
average living standards by cutting'unnecessary spending while 
investing in education and training, targeting tax relief to 
middle-income Americans', and. taking incremental but seriou~ steps 
toward nealth care reform. By'contrast, the conference agreement 
cuts too deeply into Medicare and Medicaid and cuts e~ucation and 
training both to pay for a tax' cut, that is too l,arge for tc;:>o 'many 
who don't ,need it, and to meet the 7 year time frame. " 

Though I am 'determined to work with you to balance the 
budget, I cannot accept legislation that will threaten the,living
stancia.rds of American families. . -'. , 

! 

I hope we can work together and avoid a situation in which I 
would have no choice but to use 'my ,v'eto authority, broadly. The 
American people want us to work together to balance the budget 
and to do it the right way. I am ready to do that. . 

Sincerely, 

• 

The Honorable Bob Dole 
Majority Leader . 

. United states senate 
Washington, D.C. 20510 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET' 

WASHINGTON. D.C. 20503 

June 28, 1995 
. THE DIRECTOR 

The Honorable Pete V. Domenici 
Chairman 
Committee on the Budget 
U.S. Senate 

Washington, D.C. 20510 


Dear Mr. Chairman: 

I am writing to transmit the Administration's views on the 

conference report on H. Con. Res. 67, the concurrent resolution 

on the budget for fiscal years 1996-2002. 


We stand at an important moment in the nation's history. 
For the first time in recent memory, the President and leaders in 
Congress have agreed that we must put in place a pian to balance 
the federal budget. . We want to work with C<;>ngress on this 
important goal. 

The key question is: How? with this conference report, the 
American people now have before them two profoundly different· 
approaches -- the President's 10-year plan and the conferees' 7­
year plan. 

As the Administration has indicated to Congress on many 
occasions, we have very serious'concernsabout the approach taken 
in this conference report. The conferees. would balance the 
budget too quickly and, at the same time, provide a huge tax cut 
whose beriefits would flow disproportionately to the wea~thy. To 
do so, the conferees would cut deeply into Medicare and Medicaid 
and cut discretionary spending so much that funds for education 
and training, science and technology,and other priorities that 
would help raise the living standards of average Americans ,would 
be seriously depleted. 

If reconciliation and appropriations legislation 
. implementing these policies were presented to the President, 
would s£rongly recommend that he use his ve~o authority. 

The President's plan to balance the budget over a reasonable 
period of time would protect Medicare and Medicaid, invest in 
education and training and other priorities, and provide for. a 
targeted tax cut to help middle-income Americans raise their 
children, save for the future, and pay for postsecondary 
education. 

To reach balance, the President would eliminate wasteful 

spending, streamline programs, and end unneeded sUbsidies;' take 

the first, serious steps. toward health care reform; reform . 

welfare to reward work; cut non-defense discretionary spending, 
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aside from the Pr~sident's investments, 22 percent in real teFms 
in 2002; and target tax" relief to middle-income Americans. 

From our early analysis of the conference report, we 

continue to have the same concerns that we expressed about both 

the House and Senate budget resolutions. 


Specifically, I want to express the Administration's deep 
reservations about the following elements of the conference 

. agreement: 

Time frame to a balanced budget. Last fall, Congressional 
Republicans set an arbitrary goal 6f balancing the budget 
over 7 years while providing a huge tax cut whose benefits 
would flow disproportionately to the wealthy. Then, they 
had to find the spending cuts needed to reach balance in 
2002. That is the wrong approach. 

By contrast, the President chose his policies first and let 
the date to reach balance flow from them. As a result, he 
was able to cut wasteful spending while protecting vital 
services. 

Tax cuts. The conferees have settled on a $245 billion tax 
cut, whose details will be crafted by the congressional tax­
writing committees. Such a tax cut is too expensive; it 
will force unnecessarily deep cuts in Medicare as well as 
education and other priorities. And, based on the House­
passed tax proposal, we remain concerned that the benefits 
will flow mostly to those who do not need them-- the very 
individuals who have moved ahead over the last two decades 
as 6thers stayed in place 6r fell behind. 

The President has proposed a less expensivei targeted tax 
cut to help middle-income Americans raise their young 
children, pay for postsecondary education, and save for the 
future. That is a much better way to help raise average 
living standards. . 

Health care. The conferee~ propose to cut Medicare by, $270 
billion by slowing the annual growth rate to an average of 
6.4 percent over 1995 to 2002. They propose to reduce 

.Medicaid 	by $182 billion; by converting it into a bloc~ 
grant and slowing the annual growth rate to 4 percent by 
1998. Such proposals would threaten Medicare beneficiaries, 
cut Medicaid coverage for millions of children and elderly 
Americans, and endanger many hospitals, including academic 
health centers .. Assuming a 50/50 beneficiary/provider 
split, these steps would raise out-of-pocket costs for 
couples on Medicare by $5,650 between 1996 and 2002. These 
severe out~of-pocketincreases would not be necessary "if the 
conferees opted for the Presiden~'s tax cut proposal. 

As the President has often said, the key to long-term 
deficit reduction is controlling health care costs through 
health care reform. .He proposes a serious first step toward 
reform that would strengthen the Medicare Hospital Insurance 



(HI) Trust Fund, ensuring Medicare solvency until at least 
2005; expand benefits to families; make insurance more 
affordable for small business; and reform the· insurance 
market. At the same time, he proposes less than half the 
Medicare savings and a third of the Medicaid savings as 
Congress, and would impose no new cost increases on Medicare 
beneficiaries. 

Education and other investments. In attempting to balance 
the budget over 7 years and finance· a huge tax cut, Congress 
would have to cut virtually everything else, including the 
very programs that would help raise average living 
standards. Compared to the 1995 level, the resolution would 
cut discretionary spending for education and training by $26 
billion over s~ven years. In addition; the conference 
report proposes saving $10 biliion in the student loan 
program, apparently by raising costs to middle- and low­
income students. 

By contrast, the President proposes to increase 
discretionary funding for education and training by $41 
billion over the next 7 years. In addition, the President 
would save money .in the student loan program not by cutting 
in-school interest subsidies and forcing middle- and low~ 
iricome students to pay more; rather,he would phase in 
Federal Direct Student Loans quicker, cutting subsidies ,to 
wealthy banks, secondary markets, and. other intermediaries. 
That would assist 6 million people a year -- and save money 
for the government; schools, and students. 

In addition, the Administration remains concerned about the 
. size of the proposed welfare cuts; they would cut benefits to 
poor families, thus punishing children in the process. Congress 
would incre~se the tax burden on low-income families by rolling 
back scheduled increases in the Earned Income Tax Credit, which 
is designed to reward work by-lifting working families out of 
poverty. . 

Overail, while the Administration and Congress share th~ 
goal of a balanced budget, we have grave concerns 'about the 
approach set forth in this ,conference report. We hope to work 
with you, as the process moves forward, to find an approach that 
is acceptable to both the President and Congress. 

Sincerely ~, 

Alice M. Rivl'in 
Director 

Identical letter sent to Honorable J. James Exon, 

Honorable John R. Kasich, Honorable Martin Olav Sabo 




Budget Agreement - Q & A 


Q: DOESN'T THIS BUDGET FAIL A BASIC TEST OF FAIRNESS? 

A: No, it is a tough budget, but it is a fair budget. 

• It protects the most vulnerable members of our society. To gauge fairness one has to. 
look at what will be the impact on the lives of the most vulnerable, including the young 
and the old, the sick and the poor, and those who are new to this country. Look at what 
this budget does: 

1) It expands health coverage to as many as five million poor or near poor American 
children. 

2) It restores basic disability and health benefits for legal immigrants, something the 
President was determined to do. 

3) It retains the basic federal guarantee of Medicaidcoverage for the nation's poor. 

4) To improve the lives of countless senior citizens, it expands health coverage to 
include critical preventive diseases, to help our elderly fight terrible diseases such 
as diabetes. 

• The budget remembers the often forgotten middle class. This budget will make it 
easier for parents to raise their kids and send them to college. 

• And just like the Economic Plan passed during the first term, more Americans will 
have jobs with this budget than they would without it. 



Q: 	 LAST YEAR THE ADMINISTRATION CRITICIZED AS EXTREME 
MEDICARE CUTS OF SIMILAR MAGNITUDE. WERE YOU DEMAGOGING 
LAST YEAR OR ARE YOU HURTING SENIORS THIS YEAR? 

A: 	 There are very real differences between the Medicare reforms assumed in this 
agreement and what was vetoed in 1995. The same policies the Republicans would 
have cut excessively are being promoted in today's agreement. 

1) 	 Aligning growth rates with private vs. cutting farbelow - the agreement aligns 
Medicare growth rates with today's projected private premium growth rates. By 
contrast, the vetoed bill would have cut Medicare growth rates far below the 
relative private sector growth rates. This would have damaged the Medicare 
program and hurt benefici~ries. 

2) 	 Savings are Smaller - The vetoed Medicare bill would have cut Medicare by 
$270 billion over six years, whe agreement includes $200 billion in savings. 

3) 	 Critical Investments vs. No Investments - the agreement includes critical 
investments in preventive coverage for such diseases as diabetes and breast 
cancer, holding the promise of improving the lives of countless senior citizens. 
The vetoed budget included extremely modest investments, $100 million for 
coverage of oral breast cancer drugs. 

Q: 	 CAN YOU ASSURE AMERICA'S SENIORS THAT THEIR MEDICARE ISN'T 
. BEING CUT TO PAY FOR TAX CUTS FOR THE RICH? 

• 	 The bulk of the tax cuts in the balanced budget agreement are designed to make it 
easier for parents to raise their children and to send them to college. 

• 	 The senior citizens of this country support these goals -they want to their 
grandchildren to receive a quality education and be able to afford to go to college. 

• 	 This agreement will modernize Medicare, make it more efficient, and extend its 
solvency for a decade. Senior citizens will have more health care options and better 
information to make choices. 

• 	 The President worked hard to make.sure that critical preventive benefits were 
added to the health coverage Medicare beneficiaries receive. This will allow 
countless of our elderly and their doctors to detect diseases early and to better manage 
diseases, such as diabetes and breast cancer. 



Q: 	 ISN'T IT TRUE THAT UNDER CBO ASSUMPTIONS THE BUDGET DOES 
NOT REACH BALANCE IN 2002? 

A: 	 The balanced budget agreement incorporates conservative economic assumptions. 

• 	 In each of the last four years, we have over-estimated the size of the deficit, and 
under-estimated the pace of economic growth. Our assumptions for future years are 
similarly conservative. 

• 	 The agreement uses even more pessimistic assumptions than ours. Forecasts for 
economic growth, inflation, and interest rates are all from CBO. 

• 	 The only departure from CBO is, within GDP, in the esoteric category of income. 
shares. The Administration's income share assumptions are incorporated. 

• 	 The Administration's income share forecasts are also conservative. The shares that 
disproportionately drive federal revenues -- profits as a share of GOP, wages as a share 
ofGDP, and other taxable income as a share of GOP --.are all assumed to be lower,over 
the next 5 years than: they were in 1996. 

• 	 Neither CBO's assumptions or the assumptions underlying the agreement reflect the 
recent good news on the deficit. Because revenue projections are coming in much 
stronger than expected again, a strong case could be Inade that the deficit projections are 
too pessimistic. 

Q: 	 ISN'T THIS BUDGET BACKLOADED - AREN'T ????85???? PERCENT OF 
THE SAVINGS ACHIEVED IN THE LAST TWO YEARS? 

A: 	 No, this budget is not backloaded. - best number ­

• 	 This ignores the fact that 63% of the work has already been done. We have cut the 
deficit from $290 billion to $107 billion. This agreement finishes the job in a credible 
way. The budget deficit follows a very smooth path from the $290 billion in 1992 to . 
balance in 2002. 

• 	 This budget includes significant changes in each of the major entitlement programs 
that will be written into law this year. It's is true that the savings grow over time, but 
that is exactly want we need to do - address the challenge today and implement solutions 
that are permanent. That's what this budget does. 



Q: 	 WHY WOULD ANY DEMOCRAT UP FOR ELECTION IN 1998 VOTE FOR A 
BUDGET THAT CUTS SOCIAL SECURITY AND MEDICARE? 

A: 	 I am confident a majority of Democrats and Republicans will support this balanced 
budget plan because it is the right thing to do for the country. 

,. 	 The agreement stands firm on Democratic principles and advances Democratic 
priorities: 

1) Expands educational opportunity 	 , 
• 	 Largest Pell Grant increase in two decades - 3.6 million students will get inc'rease. 
• 	 A tax cut to make college more affordable for middle income families. 
• 	 Expansion of Head Start - to achieve goal of 1 million kids in 2002. 

2) 	 Expands health coverage for as many as 5 million children. 

3) , Strengthens and Modernizes Medicare and Medicaid: 
• 	 Extends the solvency of Medicare Trust Fund for at least a decade. 
• 	 Provides beneficiaries more health care options and better information. 
• 	 Expands coverage of critical preventive treatments of diseases, such as diabetes 

and breast cancer. 

4) 	 Strengthens environmental protection and enforcement 
• 	 Accelerates Superfund cleanups by almost 500 sites by the year 2000. 
• 	 Expands the Brownfield Redevelopment Initiative to help communities cleanup 

and redevelop contaminated areas. 
• 	 Boosts environmental enforcement by 9 percent 

5) 	 Treats legal immigrants fairly 
• 	 Restores disability and health benefits for law-abiding, disabled immigrants who 

" work hard, pay taxes, and will otherwise lose their health care coverage. 
• 	 Restores Medicaid coverage for poor legal immigrant children. 

• 	 Finally, this agreement will help restore the faith this nation has in itsability to 
govern itself. During the 1980s, the explosion of debt and large deficits cast doubt on . 
the nation's abilities to govern effectively. This agreement demonstrates that we can 
govern ourselves effectively. I am confident it is an effort Democrats will want to join. 

",'"
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Q: 	 THIS BUDGET CUTS ENTITLEMENTS, INCREASES DEFENSE SPENDING, 
CUTS DOMESTIC SPENDING IN REAL TERMS, AND PROVIDES TAX CUTS 
FOR THE WELL-OFF. ISN'T THIS ESSENTIALLY A REPUBLICAN 
DOCUMENT? 

A: 	 The agreement stands firm on Democratic principles and advances Democratic 
priorities: 

1) 	 Expands educational opportunity 
• 	 Largest Pell Grant increase in two decades - 3.6 million students will get increase. 
• 	 A tax cut to make college more affordable for middle income families. 
• 	 Expansion of Head Start - to achieve goal of 1 million kids in 2002. 

2) 	 Expands health coverage for as many as 5 million children. 

3) 	 Strengthens and Modernizes Medicare and Medicaid, including: 
• 	 Extends the solvency of Medicare Trust Fund for at least a decade. 
• 	 Provides beneficiaries more health care options and better information. 
• 	 Expands coverage of critical preventive treatments of diseases, such as diabetes 

and breast cancer. 

4) 	 Strengthens environmental protection and enforcement 
• 	 Accelerates Superfund cleanups by almost 500 sites by the year 2000. 
• 	 Expands the Brownfield Redevelopment Initiative to help communities cleanup 

and redevelop contaminated areas. 
• 	 Boosts environmental enforcement by 9 percent 

5) 	 Treats legal immigrants fairly 
• 	 Restores disability and health benefits for law-abiding disabled immigrants who 

work hard, pay taxes, and would otherwise their health care coverage. 
• 	 Restores Medicaid coverage for poor legal immigrant children. 

• 	 Fimllly, this agreement will help restore the faith this nation has iIi its ability to· 
govern itself. During·th~ 1980s, the explosion of debt and large deficits cast doubt on 

. the nation's abilities to govern effectively. 	 This agreement demonstrates that we can 
govern ourselves effectively. I am confident it is an effort Democrats wiil want to join. 



Q: WHAT'S THE 6-SAVINGS FIGURE FOR MEDICARE IN THIS BUDGET? 
HOW ABOUT THE 6-YEAR FIGURE ON TAX CUTS? HOW DIFFERENT ARE 
THOSE NUMBERS FROM THE LAST GOP PROPOSAL FROM LAST YEAR? 

A: Both the Medicare savings and the tax cuts in this agreement are smaller than 
similar provisions in the previous Republican plan. 

• The Medicare differences are even greater than the numbers imply. The reason the 
Republican plan was so potentially damaging to Medicare was that it would have cut 
Medicare's growth rate well below comparable private sector growth rates. It also 
Included harmful structural reforms which would have undermined the program, 
including balanced billing and hard spending caps. By contrast, this agreement aligns 
Medicare's growth rate with private sector growth rates. It also contains structural 
reforms that will modernize Medicare, offering more choices for managed care, shifting 
to competitive pricing, enhancing preventive coverage, and offering consumers more 
information. 

• These are not the same tax cuts the Republicans proposed. Last year's Republican 
plan raised taxes on hard working people at the bottom end of the income spectrum ,and 
provided tax cuts disproportionately to people at the top end. This agreement includes no 
such tax cut on working families. It does include a tax cut for middle income families to 
r11ake it easier for them to raise their children and send them to college. 

Q: THIS BUDGET SPENDS $120 [ck.] BILLION MORE THAN LAST YEAR'S. IS 
THAT FISCAL RESTRAINT? 

A: All of the deficit reduction in this balanced budget agreement comes from the 
spending side of the ledger. Over five years, total spending will be cut xxxxx billion. 
(Entitlement/disc breakdown). ' 

• Spending as of share of GDP stood at 22.5 percent in 1992. Following the 1993 ' 
economic plan, spending has fallen to 20.8 percent of GDP today. This agreement will 
further reduce spending as a share of GDP to '18.xxx in 20002, which would be its 100:vest 
level since 1974. 



Q: 	 THIS AGREEMENT EXTENDS THE LIFE OF THE MEDICARE TRUST FUND 
AT LEAST A DECADE HOW QUICKLY WILL YOU MOVE TO RESTORE 
THE TRUST FUND.'S SOLVENCY IN THE LONGER TERM? AND WHEN 
CAN WE EXPECT YOU TO TAKE ON SOCIAL SECURITY WHICH FACES 
ITS OWN CRISIS? 

A: 	 This balanced budget takes us a solid step fonvard in our nation's preparationfor 
the retirement of the baby boom generation. In preparation, we must do what we ,can 
today to both boost future living standards and solidify the basic financial soundness of . 
individual programs. This agreement does both. 

• 	 This budget agreement, coupled with the 1993 economic plan, will have reduced the 
cumulative deficit over the 1993-2002 period by more than $2 trillion. This is the 
surest way we know to boost national savings to support higher future living standards. 
This accomplishment will have many long-term positive economic consequences. 

• 	 This balanced budget plan also puts the individual programs of Medicare an~ Social 
Security on sounder financial footing. 

• 	 Medicare - The solvency of the Medicare trust fund is extended by a decade and 
several crucial structural reforms are implemented offering more health plans 
options, shifting to competitive.pricing, enhancing preventive coverage, and 
offering consumers more information. 

• 	 Social Security - the .more accurate measure of cost-of-living increases included 
in the agreement will reduce the long-term financing gap in the Social Security 
system by 25 percent, and extend the life of the Trust Fund for 5 years. 

• 	 As this balanced budget plan is being implemented, focus can shift to even longer 
term concerns, looking several decades ahead. Again, this balanced budget agreeinent 
is a major step forward in that regard and is the surest way we know to improve the long­
term outlook. 

Q: 	 THIS BUDGET ACHIEVES MEDICARE SAVINGS THROUGH PRICE 
CONTROLS THAT DO NOTHING TO REFORM THE SYSTEM. WHY DID 
YOU PASS UP THIS CHANCE TO ENACT REAL REFORM? 

A: 	 This budget includes real Medicare reforms: 

1) 	 Restructures Medicare's fastest growing seniices. Builds on the successes 
Medicare has had in controlling hospital costs, restructuring the payment system 
for home health, skilled nursing facilities, and hospital outpatient services. ' 
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2) 	 Offers consumers more choiC~\fQrJ:nanaged care. Allows Medicare .,to \york, 

with Preferred Provider Organizations(PPOs) and provider Sponsore9 '" :. 
Organizations (PSOs) and provides annual Medigap enrollment \wttl1ou~Je~r".of 

, higher premiums or penalties for pre-existing conditions.' '-;' " 
;, ~. 	 :' 

3) 	 Takes steps to remedy the well-documented overpayment to Medicare' : 
managed care through a one-time reduction of about S°j(,jp }IMO 11,~y.ni.ents 
in the year 2000. It also addresses the flawed payment methcid6t'ogy ~hat has led 
to great geographical disparity. 

Q: 	 'DOESN'T THE AGREEMENT RELY ON ONE-TIME GIMMICKS TO REACH 
, BALANCE IN 2002? 

A: 	 No, the savings come from tough policy choices th'at will be written into law this 
year and produce real savings. These savings will flow from all categories of the 
budget. 

http:wttl1ou~Je~r".of
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Talking Points for Budget Validation 

"Deal is Credible" 


The agreement includes significant and permanent savings and structural 

changes in major entitlement programs. 


This budget agreement passes the threshold test of signficant and permanent entitlement' 
savings. Past budgets have been criticized for ignoring entitlements and focusing in~tead.on 
what Bob Reischauer has called "unfulfillable promises" to cut discretionary spending in 
outyears. Not so for this budget agreement. Significant savings are achieved in each of the 

, largest entitlements and in the fastest growing entitlements . 
.' 

1) Medicare 

• 	 Slows Medicare spending per beneficiary bring it in line the private sector growth rates. 
This, in combination with important substantial structural, reforms, achieves $115 billion 
ih savings over five years. 

• 	 Medicare is modernized through a series of structural changes, including: reforming the 
way it pays for managed care, expanding managed care choices, providing consumers 
with information to make educated choices, and introducing effective payment' systems 
for fast-growing Medicare services. . , 

• 	 Medicare is prepared for the twenty-first century by aligning its benefits and payment 
methodologies with the private sector and by extending the life of the Hospital Insurance . 
Trust Fund for at least a decade. . 

• 	 The agreement holds the line on premiums for beneficiaries, keeping premiums a1'25% of 
Part B program costs, and adds much-needed preventive benefits for beneficiaries; 
including annual mamograms and diabetes self-marnnagement. , 

2) Social Security , 

• 	 The more accurate measure of cost-of-living increases included in the agreement will 
reduce the long-term financing gap in the Social Security system by 20 percent, and 
extend the life of the Trust Fund until at least 2033. 

3) Medicaid 

. 	 , . 
• 	 Preserves the Federal guarantee to health care coverage for the vulnerable populations on 

Medicaid. For the first,time, incentives are introduced in Medicaid to restrain cost 
growth - WIthout risking coverage and growth in Medicaid spending per beneficiary will 
be brought into line with private premium growth. 

• 	 States are given unprecedented flexibility to operate their programs mote efficiently and 
to make coverage more stable and accessible to low-income children. 

http:in~tead.on


Discretionary Spending,Cuts are Realistic 

• 	 Overall discretionary spending is cut $149 billion (81 Defense/68 Nondefense) over five 
years from an inflation adjusted baseline. Spending in the year 2002 is cut 10% on an 
inflation adjusted basis. ; 

• 	 Cuts are significant, but importantly, they are realistic, credible, and enforceable. 

Income Shares and Overall Assumptions Are Conservative 

• 	 In each of the last four years, we have over-estimated the size of the deficit, and under­
estimated the pace of economic growth. Our assumptions for future years are similarly 
conservative. 

• 	 The agreement uses even more pessimistic assumptions than ours. ,Forecasts for 
economic growth, inflation, and interest rates are all from CBO. 

• 	 The only departure fromCBO is, within GDP, in the esoteric category of income ~hares. 
The Administration's income share assumptions are incorporated. 

• 	 The Administration's income share forecasts are also conservative. The shares that 
disproportionately drive federal revenues -- profits as a share of GDP, wages as a share of 
GDP, and other taxable income as a shareofGDP -- are all assumed to be lower over ~he 
next 5 years than they were in 1996. 

Recent Good News on Deficit is not Included 

• 	 Once agan evidence is mounting that deficit estimates are too high. Revenues are now 
expected to corne in about $50 billion higher than projected. Last year the higher revenues 
were considered an anomaly - no more. Increasingly, it appears that something more is at 
work and future deficit will also consequently be lower. These higher revenue and 

, corresponding lower deficit impacts are not incorporated into the assumptions underlying this 
, agreement. 

Perspective on the Sea Change that has Occurred 

• 	 Back in 1993, the deficit was projected to be headed above one-half trillion dollars in 2002. 
Now it is headed to zero - it is hard for even the most skeptical to deny a sea change has 
occurred. 



Historic Achievement 

The First Balanced Budget ina Generation 


This bipartisan balanced budget agreement continues our strong economic progress, 
restores faith in our.ability to govern ourselves, and bolsters our preeminent position in the 
world economy as we head into the 21st century. . . 

Look How Far We've Come 

• 	 The President inherited a budget deficit of $290 billion that was expected to explode to over one-half 
trillion dollars in 2002. A decade of large deficits had weakened the foundation of our economy, cast 
doubt on the country's ability to self-govern, and sapped our power and prestige abroad .. 

• 	 President Clinton has boldly addressed this challenge since Day 1. Working with a Democratic 
Congress in 1993, he implemented an economic plan that reduced the deficit 63% to $107 billion last year 

, and provided a solid foundation for a robust economic expansion with nearly 12 million new jobs created. 

• 	 Now working with both Democrats and Republicans, the President is delivering the first balanced 
budget in a generation. 

Balanced Budget Agreement 
Inherited Deficits vs. Ag reement 
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A 	Credible But Fair Budget to Finish the Job 
The bipartisan balanced budget achieves balance in 2002. Both credible and fair, its components include: 

I.) 	Ma.ior Entitlement Reforms. Structural and permanent entitlement reforms produce xxx billion of the 
overall five year budget savings. Medicare and Medicaid are strengthened and modernized: 

Medicare 
• 	 Medicare is modernized through a series of structural changes, including: reforming the way it pays 

for managed care, expanding health plan options, providing consumers with information to make 
educated choices, and introducing effective payment systems for fast-growing Medicare services. 

• 	 The structural changes are designed to align the growth of Medicare with that of the private 
sector. Per beneficiary spending will be constrained to close to the private sector growth rates, . 
producing $115 billion in savings over five years. These savings, in combination with structural. 
reforms, extends the life of the Medicare Trust Fund for at least a decade. 

• 	 Beneficiaries are protected and preventive benefits are added. The agreement holds the line on, 
putting premiums to 25% of program costs and improves benefits by adding annual mammograms, 
diabetes self-management, and colorectal screening. 

Medicaid 
• 	 Preserves the federal guarantee of health care coverage for our most vulnerable populations, 

while, for the first time, introducing incentives in Medicaid to restrain cost growth. Growth in 
.Medicaid sp~nding per beneficiary will be brought into line with private premium growth. Restrains 
cost growth, while ensuring the guarantee of quality coverage of this vulnerable population. 

II.) 	 Discretionary Spending is Cut and Capped at Realistic Levels. Overall discretionary spending is CLlt 

$xx over five years from an inflation adjusted baseline. Spending in the year 2002 is cut x% on an 
inflation adjusted basis. Cuts are significant, but importantly they are realistic, credible, and 
enforceable. 

III.) 	 Reasonable Tax Cuts. The agreement includes net tax cuts of xx billion over five years. It includes 
tax CLltS to make it easier for working families to raise their kids and send them to college. The 
agreement avoids back loaded tax cuts that would have put pressure on deficit as baby boom prepares to 

. retire. 

Agreement Promotes President's Priorities 

President Clinton was not going to agree to a budget deai t!tat did not include critical ill vestments ill 
education, !tealtll care, and tile environment· This agreement reflects tlte President's priorities: 

1) 	 Expands educational opportunity 
V' Largest Pell Grant increase in two decades - 3.6 million students will get increase. 
V' A tax cut to make college more affordable for middle income families. 
V' Expansion of Head Start - to achieve goal of 1 million kids in 2002. 

2) 	Expands health coverage for as many as 5 million children. 

3) 	Strengthens environmental protection and enforcement 
V' Accelerates Superfund cleanups by almost 500 sites by the year 2000. 



V Expands the Brownfield Redevelopment Initiative to help communities cleanup and redevelop 
contaminated areas. 

v Boosts environmental enforcement by 9 percent 

4) Treats legal immigrants fairly 
v Restores disability and health benefits for legal immigrants who work hard, pay taxes, and will 

otherwise lose their health care coverage. 
v Restores Medicaid coverage for poor legal immigrant children. 
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PRESIDENT CLINTON'S HEALTH CARE PRIORITIES FOR WOMEN 

• Strengthens and Preserves Medicare. The Medicare program primarily serves' women, 
covering 22 million women, nearly 60 percent of all Medicare beneficiaries. It is 

'especially important to older women. There are 13 million women on Medicare who are' 
over the age of75 and 2.8 million who are over the age of 85 (twice the number ,of men ' 
over 85). The President's budget preserves and improves the Medicare program. It 

. extends the life of the Part A Hospital Insurance Trust Fund into 2007, gives beneficiaries 
more choices among private health plans, invests in new preventive health benefits. 

• 	 Covers Annual Mammograms Screening for Medicare Beneficiaries. In his balanced 
budget, President Clinton proposes to extend annual screening mammograms for 
Medicare beneficiaries 65 and over. Screening mammograms for women age 65 and over 
are now covered biennially, even though breast cancer mortality increases with age. This 
proposal would remove this anomaly in current law and make coverage consistent with 
the recommendations ofmost breast cancer experts. 

• 	 Waives Cost-Sharing for Mammography Services. The plan eliminates the copayment 
and deductible requirement for annual mammograms for beneficiaries over age 50, ' 
thereby increasing early detection and trea~ent of breast cancer. Although Medicare has 
covered screening mammography since 1991, only 14 percent ofeligible beneficiaries 
without supplemental insurance receive mammograms. 

• 	 Provides Alzheimer's Respite Benefit. Since women make up two-thirds ofinformal 
caregivers for elderly in communities, they bear the financial and emotional strain of 
caring for people with Alzheimer's and other debilitating diseases. The President's 
budget takes the first step towards helping these families with a new Alzheimer's respite 
benefit to provide temporary help for families ofMedicare beneficiaries with Alzheimer's 
and other dementia. ' 

• 	 Prevents Women From Being Forced Out of the Hospital Only Hours After a 
Mastectomy. In his State of the Union Address, President Clinton endorsed bipartisan 
legislation to ensure that women are not forced out of the hospital before they are ready 
because ofpressure from their health plan. The Department of Health and Human 
Services also recently announced that it was sending a letter to all Medicare managed 
care plans making clear that they may not set ceilings for inpatient hospital treatment or 
set requirements for outpatient treatment, and that a woman and her doctor should make 
decisions about what is medically necessary. 



• 	 Continues HHS·Commitment to Breast Cancer Research, Prevention and Training. 
Since the Clinton Administration has taken office, funding for breast cancer research, 

.. prevention and treatment has nearly doubled, from about $276 million in FY 1993 to over 
$500 million in the President's FY 1998 budget. This includes money for breast cancer 

. screening as well as.the NIU:·funded discovery of two breast cancer genes - BRCA-l' 
and BCRA-2 - which holds great promise for the development of new prevention 
strategies. 

• 	 .Combats Violence Against Women. Millions ofwomen throughout our nation are 
plagued by the terror of family violence. Approximately 20 percent of all emergency 
room visits by women result from domestic violence. The President's FY 1998 budget 
proposes $381 million to combat gender.;based crime -- an $123 million increase'. This 
money funds grants to facilitate coordination among law enforcement officials, 
prosecutors, and victims assistance programs and to encourage mandatory arrest policies. 
Studies have shown that mandatory arrest policies often break the cycle ofviolence and 
reduce subsequent incidences ofviolence. . 

• 	 Funds Full Participation in Women, Infants, and Children (WIC). WIC provides 
nutritional assistance, nutrition education and counseling, health and immunization 
referrals, and prenatal care to those who would otherwise not get it. WIC participation has 
grown by 25% over the last four years and will serve 7.5 million by 1998, fulfilling the 
President's goal offull participation. 

• 	 Prevents and Treats AIDS Through the Ryan White CARE Act. The incide,nce of 
AIDS has increased far more rapidly among women than men. For example, the 
incidence ofAIDS a,mong women in 1994 waS 14.4 times that of 1985, while the 
incidence among men in 1994 was only 5.5 times that of 1985. The President's .budget 
proposes just over $1 billion for activities under the Ryan White CARE Act which funds 
grants to cities and States to help finance medical and support services for individuals 
with HIV; to community-based clinics for earlyHIV intervention services; to pediatric 
AIDS; and to HIV education and training programs. The budget also includes $167 
million dedicated to AIDS drug assistance programs to improve access to protease 
inhibitors and other Hfe-extending AIDS medications .. 
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The purpose ofthis document is to spell out our budget rollout strategy and the key tasks that 
must be completed in the hours anddays following the completion ofa budget agreem¢nt. A 
detailed action plan containing a more precise set ofactivities will follow. 

STRATEGIC GOALS 

'.' II' Show How We Won. Stress how the deal meets the President's priorities: a 
balanced budget that protects education, environment, Medicare, Medic8id and 
helps move people from welfare to work. 

II' Establish Deal's Credibility. Obtain bipartisan validation for the.agreement 

II' Conduct Any Damage Control. Reach out to traditional Democratic and 
progressive constituencies, such as labor, seniors, and minority groups;' bring 
Congressional Democrats into the' fold 

Make Decision on porusAnnouncement 

Founat Options: 1. porus alone 
2. porus and vporus 
3. porus, VPOTUS, and bipartisan leadership 
4. porus, vporus, and Democratic leadership 
5. porus, vporus, and budget team 

Site Options: 1. Rose Garden statement 
'2. Short Oval Office address (must ensure nets would carry) , 
3. Briefing Room with budget team afterwards 
4. East Room with full press conference 

Brief POTUS and VPOTUS on Game-Plan 


Devise and Implement Morning Show Strategy for Day ofthe A1J!eement ' 




PRINCIPAL DE-BRIEF 

Huddle top administration talkers and de-brief on final deal, with participants to include: 
Bowles, McCurry, Sperling, Raines, Rubin, Hilley. Shalala, Emanuel, Summers, Yellen, 
Mathews, Podesta, Sosnik, Baer, Lewis 

BUDGET TEAM (Bowles;' Rubin; Raines; Sperling; Hilley; Summers; Yellen; Lew) 

First Level Activities/CalIS To Shape First Stories on the Overall Deal 

¢ 	 Wires and CNN -- reach wires and 24-hour news stations to shape initial stories 

• 
• 
• 
• 

Rahm Emanuel calls lohn King ofAssociated Press, Wolf Blitzer at CNN 
Gene Sperling calls Terry Hunt ofAssociated Press 
Summers calls Brian Williams at MSNBC, Gene Gibbons ofReuters . 
Press books surrogates (Raines, Bowles, others) on MSNBC, CNN, FOX 

. i 

Networks -- hit each level to shape first night's stories and morning chat. 

• 	 VPOTUS calls anchors: Tom Brokaw, Peter lennings, Dan Rather, Frank . 
Sesno and/or Bernard Shaw 

• 	 Bowles and Raines ~ correspondents: David Bloom, Rita Braver, lohn 
Donvan,and Claire Shipman . 

• 	 Rubin calls network pundits: Tim Russert, Cokie Robe~, Bob Schieffer' 
• 	 Hilley calls Hill correspondents: Lisa Myers, !ohn Cochran 
• 	 Yellen calls CNBC, FOX, and CNNfu. 

Calls to Other Reporters 

• 	 Emanuel calls White House political reporters: lohn Harris (&m)~ Alison 
Mitchell (NY Times), and Mike Frisby (WSl) . 

• 	 Sperling calls budget reporters: Dick Stevenson (NY Times), Clay 
.Chandler (&m), lackie Calmes (WSI), Bill Nichols (USA Today), and 
lanet Hook (LA Times)' . I 

• 	 Hilley calls congressional budget reporters: Eric Pianin (&m); Christopher 
Georges (WSl), David Rogers QYSl), Adam Clymer (NY Times) 
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Call Our Outside Talkers -- Ann Lewis coordinates calls to key outside talkers; faX 
them our talking points .: 

• 	 Emanuel calls Stephanopolous 

Make Political Calls -- Sosnik coordinates; fax them talking points 

First Level Activities/Calls To Establish Deal's. Credibility . 

¢ 	 Call Key Validators 

• 	 POTUS or VPOTUS calls Panetta 
• 	 Raines calls Bob Reischauer; Tim Penny 
• 	 Summers calls Henry Aaron; Charlie Schultz 
• 	 Rubin calls Alan Greenspan; Pete Peterson 
• 	 POTUSlBowles calls, SamNunn; Warren Rudman 
• 	 Sperling calls Bob Greenstein 
• 	 Lew calls Martha Phillips, Carol Cox, Van Ooms, Rudy Penner 

¢ . 	 Call Economist Yalidators 

• 	 Yellen calls key economists: Roach; Levy; Sinai 

Second Level Activities/Calls for Later in the Day 

¢ 	 Bia Foot Reporters - shape 9pinion leader stories 

• 	 Summers calls Johnny Apple (NY Times), David Broder (Washinaton . 
fQ.st), and AI Hunt (.WS1) 

• . Sperling calls Alan Murray (.WS1) and Susan Page (USA Today) I 
• 	 Lew calls Ron Brownstein and Jack Nelson Q:A Times) anp Mark 

Memmott (USA Today). 

Editorial Boards -- ensure first editorials at opinion-leader papers are solid. 
. 	 .' 

• 	 Sperling calls Weinstein (NY Times) and Peter Milius (Washinaton Post) 
• 	 Yellen calls editorial boards at LA Times and USA Today 

White House Beat Reporters - background on deal; handle tough Q& A 

,. 	 POTUS statement in briefing room 
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• 	 Rubin. Raines, Hilley, and Sperling briefWhite House reporters 

Calls to Pundits -- Don Baer coordinates 
I 

• 	 Ann Lewis, Mike McCurry, Rahrn Emanuel, Sylvia Mathew~, Iohn 
Podesta, and others make calls. 

¢ 	 Reach Weekend Pundits -- shape weekend chat shows 

• 	 Push weekend shows for full treatment and offer top talkers (VPOTUS, 
Bowles) ,­

• 	 Bowles, Rubin, Sperling and Raines hold Roosevelt Room briefing 
McCurry and Baer to coordinate 
Participants would include major columnists and that week's 
participants on weekend shows. 

• 	 NEC gets paper on agreement to weekend show producers/anchors 

¢ 	 Reach Magazine Writers and Columnists 

• 	 Summers calls Washington editors ofweeklies: Michael DufIY (~), lim' 
Fallows ruS NeW, Evan Thomas (Newsweek), and Owen UUman 
(Business Week -- note Wednesday morning deadline) 

• 	 Summers calls Gerry Seib (Wall Street Journal) 
• 	 McCurry and others brief White House magazine reporters 
• , 	 Lew calls Matt Miller ruS NeWs), Ioe Klein (New Yorker) and Frank Rich 

(NY Times) 
• 	 Yellen calls Robert Samuelson (Newsweek), Peter Passell (~), 

Ionathan Alter (Newsweek) and Bob Herbert (New York Times) 
• 	 Emanuel calls E.I. Dionne (&m) and Maureen Dowd (NY Times) 

• 	 Raines Calls Mara Liasson with National Public Radio 
• 	 McCurry does radio network roundtable " 

Call Additional Outside Talkers -- Ann Lewis coordinates 

• 	 Former Administration: Tyson; Bentsen; Cisneros; Reich 
• 	 Romer; From; and others 

Satellite Feeds - McHugh begins to set up satellite interviews for budget team into 
targeted markets for next two days ' 
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CABINET ROLLOUT (Higgins; Silverman; McHugh) 

First Level Activities/Calls 

• 	 Ca~inet Affairs faxes talking points and Q&A on agreement to all Cabinet: 
members and subcabinet . 

• 	 Cabinet Affairs sets up two conference calls: 

Conference call ASAP with all Cabinet members and Chiefs ofStaff 
Conference call later in the day with agency communications directors 

• 	 Lew, Baer, Higgins brief Cabinet members and Chiefs ofStaff on budget 
agreement on first conference call 

• 	 Silverman and McHugh compile list ofkey media markets (to be assigned to the 
Cabinet on conference call with agency communications directors later in the day) 

Second Level Activities/Calls 

• 	 Haas, Lewis, McHugh, Silverman brief agency communications directors on 
budget message, markets, and rollout strategy on second conference call 

• 	 Cabinet members make initial press calls to radio/dailies in targeted markets 

GOVERNORS AND MAYORS (Hale) 

First Level Activities/Calls 

• H8Ie first calls Gov. Romer and Mayor Archer;'sets,up Sperling to briefth~m 
Organize additional conference call for five key governors and ten key mayors' . 
Provide specific one-pager to governors and mayors on major issues, including 
Medicaid per capita cap . 
Sperling and Lew brief governors and mayors on budget agreement 	 I . 

CONSTITUENCIES; Labor. Minority and Ethnic 

First Level Activities/Calls 

¢ 	 Call Major Labor Leaders -- Podesta to coordinate calls regarding overall budget 
~greement; paper faxed to appropriate labor leaders . 
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Other Calls 

• 	 VPlBowles calls Jesse Jackson 
• 	 Herman calls Kweisi Mfume 
• 	 EchavestelPena call Univision News, Hispanic dailies, Dallas Morning 

News, Houston Chronicle, and' other media outlets regarding progress on 
legal immigrants 

Second Level Activities/Calls 

• 	 Podesta coordinates additional labor calls . . 
• 	 EchavestelPena call other media outlets regarding progress on legal immigrants 

REALm CARE TEAM (Shalala; Jennings; Min; V1adeck; Lambrew) 

First Level Activities/Calls 

¢ . Call Key Health Reporters -- regarding Medicare, Medicaid, structural reforms. 
Social Security, and children's health 

Pear (Jennings) 

Chen (VIadeck) 

Hasson (Jennings) 


¢ 	 Call Mruor Health Care Groups 

._.....Ll---~ ~ 
~ ~ ~(BIDyles)2> 
~~ • AHA (Shalala) 

• .AMA (Shalala; Min) 


~ Call Key Electeds and Constituency Leaders 


• 	 Call Gov. Chiles and Gov. Dean . 

Second Level Activities/Calls 

¢ Call Additional Health Care Groups 


APPWP (Jennings) 

• CHA(Min) 

6 
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American College ofPhysicians (Jennings) ,,' 
National Council on Aging (Jennings) . ~..' 

¢ . Call additional health reporters 

¢ .Other team members and OPL begin to"set up briefuigs for next two days ~th 
. health care groups, women's groups, and constituency leaders. 

, 'EDUCATION TEAM (Riley; Smith; Cohen; Shireman). ,,, 

FirSt Level Activities/Calls 

. ¢ Call Education Leaders-- on higher education tax cuts; Pell Grants, and EI-Sec 

• Gov. Miller 
• Barry Munitz (Smith) 
• Stan Ikenberry (Riley) 
• Ed Elmendorf (Smith) .. , 

,• Ed Kealy (Riley) 
• David Pierce (Riley) I· 

• David Warren.(Riley) 

'Call Key Education Reporters . 

• Robert Greene, M (Smith) f . 

• Richard Whitmire, Gannett (Smith) 
• Paul Nyhao, Bloomberg (Smith) 

Second Level Activities/Calls 

¢ Call Additional Education Leaders 

• Stewart (Smith) 
• Ambach (Smitli) 
• Pierce (Riiey). 

¢ . Call Additional Education Reporters 

• Feldmann and Walters,ChriSian Science Monitor (Smith, Shireman) 
• Applebome, NY Times (Smith,Slllreman) ; 
• Kronholz, .ws.r (Smith, S~reman) 

, 
" 
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,. 

• Sanchez, W Post (Smith, Shireman) 
• Ionerst, W Times (Smith, Shireman) 
• Henry, USA Today (Smith, Shireman) 
• . Colvin and Shogren, LA Times (Smith, Shireman) 

Other team members and DPL begin to set up briefings for next two days ~th 
education groups ' 

WELFARE TEAM (Reed; Apfel; Shalala) 

First Level Activities/Calls 

¢ CaU Key' Leaders - in urb~ immigrant, and welfare communities 

• Hugh Price (Reed) 
• Patricia Ireland (Shalala) 
• Cecilia Munoz, (Shalala) 


. • Sharon Daly (Shalala) 


¢ Call Key Reporters 

• DeParle at NY Times (Reed) 
• Constable at W Post (Reed) 
• Milbank at.w.s.r (Shalala) 
• Ellis at LA Times (Apfel) 
• Wolf at USA Today (Shalala) 

Second Level Activities/Calls 

¢ Call Other Key Leaders - in urb~ immigrant, and welfare communities 

• Bernstein (Shalala) 
• Daly (Shalala) 
• Aviv (Shalala) 

8 




.mn>GETTEAM 

¢ 	 Next Day's·Morning Shows 

• 	 VPOTUS and Bowles on network morning shows 
• 	 Sperling, Raines, and Rubin on morning radio-talk shows 

Satellite Feeds ~ Team conducts satellite interviews into targeted markets:· 
(Bowles; Rubin; Raines; Sperling) 

CABINET ROLLOUT 

• 	 Cabinet members implement budget rollout strategy, hitting targeted mark~ts by 
traveling or conducting press calls .. I 

IGOVERNORS AND MAYORS 	 : 1" 

. . . . I 
• 	 Intergovernmental sets up conference call with remaining Democratic governors 

and additional mayors .: . 
• 	 Sperling, Lew brief governors and mayors on budget agreement· 

.1 

CONSTITUENCIES; Labor, Minority and Ethnic 

• 	 Meetings at Labor Department with labor groups regarding budget agreement 
• 	 Hold briefings with minority and ethnic leaders regarding overall budget agreement: 

HEALTH CARE TEAM 

• 	 Team holds briefings for health groups, women's groups, and constituency leaders . 
• 	 Team conducts conference calls with regional healtheare g~oups 

EDUCATION TEAM 

¢ 	 Call News Magazines 

9 



• Wingert, NIDvsweek (Riley) 
• .Blackman, ~ (Riley) 
• Toch, US News (Riley). 
• Katz, m (Smith) .. ' 
• Stanfield, National Journal (Shireman) 

¢ Team holds briefings for education groups 

¢ Riley conducts conference calVpress conference with college newspapers 

WELFARE TEAM 

• Hold briefings for leaders in urban, immigrant, and welfare communities 

10 
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OFFSETS TO PAY FOR NEW INITlATIVES 

WI1'HIN PRESIDENT CLINTON'S 


CBO..CERI'DfIED BALANCED BUDGET 


Offsets SavinI! 
" 

Increase Hart Seott Rodir1o merger tlUng foes based: 
on firm sim 

$0.420 billion . 

Corporate Subsidies: Replaces sates Source Rulea " 
With a<¢ivity...based rule . 

$5.300 billion 

Tighten the Substantial UndersttCrucnt Penalty $0.200 billion 
Replace Sittgl.$-FamilyLoan Limit with Freddie Mac 
Limit 

$0.200 billion 

Relax the Restriction on FHA Multlfiunny Proporty $0.080 billion ' 

Charge vendors for cost ofmaking payments by 
paper cheek " 

$0.070 billion 

Reduce corporate jet sublidies $0.541 billion 

Deny dividends-received deduction (DRD)for 
portfolio preferred stock 

$0..200 billion 

Synthetic Fool ProductlOIl Ctedit $OA7S billion 

~MedicarelMedicaid Fraud Loopholes ' $0.470 billion 
. 

New Spectrum $O.SOO billion 

Total $8.456 billion 

I 
, I 
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OFFSETS 

1. INCREASE HART SCOlT RODINO MERGER rILING FEES 

Revelllles: '420 lUillioa. over c) yean 

Dacri»tioa: The· FTC arJd txlr~..AnritrrsatDiviaioa ..., ,.boutS120 mU1i~ in fi::m dmt 
arc paid by :firms filing fbr merger tmd.ct the Bart Scott ~ Act; the rest oitbcit'budgets are 
timclcd throughappropria11oN. Fltms that arcDOWrequjml to file prc.-rnerger nofi~ 8iO . 

assessed a flat fee QfS4S,OOO. This ix.Icteasc would restructure the mes to: $25.000 for ~es 
with. total aacts ofundcr5100 million (i.e., a reduced reo tbt small mergers); SSS'tOOOfor 
entities with l.OW tWet:J otbotwccn $100 nliJIiaa 1Uld. "00 mmiOo; and $~S.OO() fur entities 
with total assct9 ofover $500 nu1Iion. Tho tees DOW offset d.iscreti~ appropIiatio129,· butan 
~ could pmduoe m~ndatory aaviQp. . . 

This would Cl1.SUl'e that UBm 1bl1y pay for the aovernm81lts ~ofHart Scott ltodina 
actiVities. Thus, aCQera). ta:xpayCd would110 lODger .bsfdW= the Federal review ormergers. . 

2.. R.p~ Salol Bowne ~With AcdYI,,-Bascd Rate 

Revenlles: $5.3 bWioD. over 6yem 

Descriptioa: The Presiden1.'i new pmposal would Umit1bo ability ofmultinsiional . 
~cr.ii0Q3 to 4ccro::xl tbcfrU.s. taX UabiUty tl18PPrtijiJstety, by~ the amount of 
export sales income that: mey may tJ:eat as derived fioom (oralan sources. Under cm:rent law.. tha 
ales source fQle,o!craU.y pc::mUu Dl'Qltimstl~ eorporat:loDs t!Iat also export U.S. products to 
treat halfof tJ:taht export pro&. q irloomo WID. __ oc::t.iW;ics, and 'Chc::tafoT as tbreign SO'U.'roC 
ineome. even tbaugh.1iJD economic activity that producccJ the export profits may have ac:cuaed 
entirely within the Unital States. 

The propoul elimimtM tM 50-50 default rule for aIlocallt:1a export income b«we.m domestic 
pi:'oc1uctfon IUJd fotr:ign Ales activities. Undor the ptOpOsal, the aIloCat1Oll will be based oil 
actual ec:onomio activitY..In additio~ the proposal docs DOt affect tbc spcci.at tax nUcs that 
~y applyta the c:xpart of'DItUfal iCSO~ propeny•. 

http:spcci.at
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., 
.R~ea.ea; $200 million. over 6yoars 

Duc:rtpdon:cun:enny. taXpaYers may be pen.qltzcd for etrODCOUS, but non-negligent. return . 
pcxdti~ itthc l.UDmlDtof1bc understatement is "~al· und the taxpayer did rmt di!cloS8 
the pasidon in a ==uom with the: tetum. "SubstantialIt Is 4efined as 10 pcrccut oftbe 
taxpayers total ~t tax Uabil.if.y, 'but tWa wan be a. vccy large amount even for very large 
co~te 1aXpa¥ets. This bas led ROalG large co!pOmtions 110 tab aggteSS1ve repoItiDg 
,positions whore ~ amouats ofpotential tax liability am at stake - in cff'c;ct plA)'iDg the audit 
lo1t.el1- without any d.o'WilSide.risk ofpBQa!tiet if'th8y are caught, haeau~ tlw pOf:lm.tial tax 
Btill would no1 exceed 10 percentof the COIllpQy's foCal tax liability. To discouraae such " 
a.ggrc8S1vc laX pJnnt'dng. tho proposal would CODSIder IDY dBficiency great:er than $10 million to 
be: t&subscauWU" for purposes ofll1c aubstantia1 undetstatemcm penalty, wbcther Ot''Qot it ' 
~ 10 ~of tho bsxpQ.YCltsliabUlty. The pmpc1SBl woUld thwJ atleet only taxpayers 
that haY<! tax li.abi1iticnr o£$l00 miWon or mcm::. 

Revenue: $200 million over 6 years 

D~ptloll: ~YI the Fc:dc:raJHousfn& .Adnrinistndion (l'HA) is authorized 10 insure 
mortgaaea that aro DOt ttiOr'e tIum 95 percont otth4' __m...djAlQ bcrwso pri~ :tubjtNt to u 
$lSS~O ca1ing and a $13,000 1loor. This would repJ.sce tMIe Umit& 'With the $207,000 
Ptod4ie Mac loan limit, allo'WiDg FHA to cam:pctc for busbt.ess that the llIivate market now 
servi~ . 

In moat p~ 'f'H.'\ 1mUl'cS mongages ttutt are below 93 petcant ot'the area. median house 
price. RIti.aing the .licUt to the Pn;ddi.o Mac level would im:tI:ease hom~ opportunities 
fOf homebuyers wah am ~w~ by th~.FHA. mortgage limits and often amaot meet . 
,1M hlghBt dowapaymem: mquimmantA tOl'. oonvea.tio.u ~"o. A high« liu::lit Dl:ro 'W\':nIlcl 

, . incteaso FHA's guaranteed 10mvolume and the &moUDt ofrcccipts generated from ~.: 

~t Relax die ResttidioD on JIlA M1IItif'am1ly Property DIIposIUoIl and Loan Sales 

a.vtaacs: $80 DlilliQU ovcr6 y~ 

Dtscriptioa: FHA filces various restticmon.c wba it tries to sc:ll pr:apcrties or l21ortgilges. For 
exatttp1e, rtatcs mxl Jocalities bave the right to veto pmpBrty tides and ammge to buy tho 
propo.t1i~ ~lves. Also, with limited exception&. subsidized housing projects must .. 
continUe in their coa:fiJlu:radon. 'I1tese rest:rimiona compI.imtta 1be dftp:)tition and ;ales ~ 
delaying ~pts IIlld creating largo holding costs (S400 per llDit per montb)'While BUD O'WDS 
propcn:lcs. . 

. Allowins FHA to relax selected restrictions creates a more flexible and expedited. pl'OCCU (the 
savil:1gs estimata ~ thRt all sales are ~~ by OM ~)~ In.u~.RUD "'i\1.l1 
protect the interests ofcurteltt1y ass1stcd low.incomc tcnanbl by continuing their as.ctistcmce or 
providing portable voucbets. This pIOVision was included in the 1996 V.AJHUD 1996. . 

. AppropriatioJU bill 



Rivelnics: $70 mullon over 6 yCars 

DesQripUOo: This apti~4 woul4 requhe ~8 secretarY aft!» ~ to dWge a. fee tD 
vcudaa for the conttz:wc:d receipt ofpa.)'merJt by pepc:r c:ba:k.' 

. ' , '\", .' _., . , "" .' , ,( ::'. " ~ , . . . ." 

The Fedeta1 GoWfDmQlltmabs oVtIt ~mW.iOl1.Chcct'~ro 1JeDdors'a,ear. TboDcbt 
CoUaCdonlmprovea1mn AI:t itt 1Sl96 ~a:~~In~teleGaOuJc payme.Dt fbr 
an federal pa)'I:r'&eIUB by 1999. 'filIfth the ~on of1ilx rdlDd. ~c.fr&11d.a tnmd:r . 
oftCt,s \\.more mpid mxi secaie' form otplymenL HOWev-, £Or tboae ~dola Mo would piod::r . 
to oouti.aue to recOiW>papz:r=t by ohcck.1hi3opt{on ~a1boctSl, pcrtra.rL1aCdan'tbal . 
WtTald 'be c:haraed for cOmiIlu.ed re¢ptofpaymeal bY ~Tliistee.Wou1d De co~ ; 
ccnttl.ny by 'CI11 check ~ apaaiea, prinojpally ~ ADd. DOD (elfmitUiriD; lAy . 
edmiu&:stratlvc'b:ur:dC:u t.D atbel' a~ tar.coUeotioa af1be file). Veadcn wtrh eldstillsmulti';;' 
year e~Will be1.maffc0rC4 by thiI proPoSat ' 

. . 
. . 

1. Corponu Jets. alarpBaiili.'J.for",e:~i.tI T&~IiD~QD'~Jl~FAA 
j . 

.aav,)1l1les: $S41mnucm over a,am 
De.e~fi••:~fiu"W~JlcW~dkud~jer.._~prOpl)D&ve .. 
historieany paid a 11.5 c:aiglsaB= an!ao·tax on mm~ jCl:fU1. ,1'be~prs.baYO 
cov~onJy 23~ot'lbO ftlUy-al1~.~ of air ~c~ that'the FAA pro~dc::l1o 
the~.usaa.' Co~ airlhlcs haw ~c:al1y cOWftd fbs fUll msts ofFA..4. servIceS 
thtou~ the·.lQ%,tax aaa.irllile tiCkClti.· 'nUspropOaJ :wo~~.•'by'sO% t11o'subsictY '. 
proyi4ed.ta, O()mmarCiaJ lad priWD.~~izlo,~!'T~ 7i=U. ~m... nus""!.. \ .'. 
dlargo would be pbl:scdm over tbroo years. .RQvCDDa Jtoin tbis.~e 'a1tllcl be deposit8cl iD 
the airport and. airway 1nm fu.ud. ntis prapOsBl wOuld charso bWilneSs and COJ:pOm&e tur~ 
ahansft aS22S Per-~;ht &0. . ' 

• I 

, : , ', ". '. ,':. -. ' ''', ,,: • ," , • ~ ,'.' .' .. '- •• ' : ' :.. _:" ._. ':, ',. ,n i ':, . 

De.tmptloll:}lD4ei' tNMat law, " 1~cti'tidcud.1l'CCQwd dc:4\JGt1~Q. (DIU)) is avanable for 
US. CarporalioD.'II..i1d.tpeteeAiBsei~~oa isSon«ally in~ to 89% iftbe taxpaycr 
o.....r.u at least 20~ of"W Qlfte1c of the· iSsuuis cotpxw.Ori. ('Tho D'RD 'doCls 1l0~ oWly to : 
mdiVi~'.' 'OE1~orm~m\IuAl nuldS.)ln addit1~~OJOAeJyrelat~cls.;~..., .... . . ,., ........ ' .. ' . 
corpor8tiOIl3 are part.of~ __eCcmomic family; .. looa~dCducnon;eenerally applies to 
dividc:nd.s frOm 80% 0WIlCCf subsidiaries. 

tJDaCr,tis ~'~7()OAaadWADaD ior'~ridebt~ui,ip~ 'ftOck~ 'be"; 
.e~ofreC::d~ tut s'IOCk ~ I.ftGr thc da:Ea ateriacttn=t. 

-.. 

http:proyi4ed.ta
http:for",e:~i.tI
http:ccnttl.ny
http:cOmiIlu.ed
http:payme.Dt


ll",ealleJ~ $47S.rllimolL ' 

DacriptidL, Cuii:sDtly. sacri~29,~ a&ax ~& the pmd~an orIlODeollve12d~~ 
fuels. e.g~ !uCla ptodW*i from: blo_ or coal Pslftca1iou taDilitias. ibis 'c:IIdlt applied ,to 
JUCh~liUcap~ in setVi~ ~ore, 1991 parsuant!D,abiucila8c.aftaact siterc:d ~1Q b:£arc 
1996. Tho small bu1iDc:sa bill extaIded tho cn:dit1hrpraj:lmy placed in ses:viCQ before July 1. ' 
1998 pun. to a blndlIia QQlBZ'BCtc:guved iaU» Won. 1991. 1bIs pro~ would uot pull 

, 'l:iUk oD,the 'bincUAS ooiIaDot ."..".• ..,n (lbIoup1tU 1-)'"ViQ1&J4 ptI1i. b&ak Uac plQoccl bI ' 
aeMcc RqUiremem by au yar. to JI.1IID 30, 1",. 

. . ., . 

10. ,Ropesl MdcaftJMediclkt J~ud LOop~es. , 

Kl.Wftuei: $ZIG MIllio. 

DflCrlpCto~; ~~i120$,~,HUJmC.nA4.,q c>PI~'~~Oh,~ ~~,'~' , 
DoItftissueadvi~opiDioa"tO pzoVidemoll~orllOt&pmpoaed. 'bQ1bMs~., " ' 
viola=: tho Medicare amd M.ediaSld,8nl;i..kickhMk 1ta1Utf:. 'l'bo piOViuQ l.ead. ta costs,bOcaw 
it'~tw "~theaDUitY'oftlieHHSI~tar'~iSu!th8.b "arUrietttofJusde2tt) ,", , , 
,: ' )" ~Whob&venbtai~ed advlScs 0 imCmIlDr.l WhO~l .1Ud ' v\oJ~';;";;~1bb"~pro , ' " "ry p ", "" "" y "III', ,,--.5, 
ann~~1ct awm:s (D.g:" p:nMdem mlgbl obtiln an a4¥1sary aptnlcm ilnd.e!'1tI.se~mi4 
thcri bide bChiDd n10 dehiKllhc: M~ pfoariin..) , 

, .,," .. ', 
RSp8al ~~Olili6,~~~XioklaaakiaoeptiOob,~,cCep~Which crca%eS 'cud 
extZptiol.l todH: Medi.csZi: lind MediCaid anti.li~blck~ fat'riIk-lhui.r1t;~~b,'" , 

, (i.e. ,~d care plW}.'I11e eJasSic 1GCkbict alWUionls wlunl specbd1st pays & phySic,im1
fer p8tioilt~. :Tho ~on is acoster becaUse tbCt!XCePtlOD is Sotacwhauubjec:t to, ' " ' 
iDrerp.re~~ uj~~n8 itpossible tIiM "sham-lisk sbaiiDlmangen1entwUl meet ~cXCeptioa . 
U:Dd tllc:;n:by by able w ODildnuo otl\rrlDg ~ckNu;ks for ieIZtals. -: ' 

, Ro~S~.~l(cl) ~C1.v;~~~ gf~l of~~lodP ~~Sb~Uld ~.t.t~ ~~ " '. ' 
('DO~JgDD~"S~). Makos it auWe (WSeQIUD~"eMImoQ8\ary~ty.> 
(CW) U1,rhc,Medi~ pfo~bY InCfeUblI tb8 8av~t'1 b~o.tproefiDo.q ~": 
Tho ProViSiaO,lCadS to cQst(bc~c~uacUtiCipal#dCMP,~es,~a til the baBc::1til~~ ,', ,', " 
notbe achi",ediD'~caa VubCrc the~ov_=t'C8imOtm!et'thC new bUiden of prOal ','" , 

, ' 

http:iDrerp.re
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11. AllcUoO 18 Gbz Spectnun.. , 

DacnptioD. A portiOn of'the s:pcetn.m iQ. the 1 a sigahertz band WOUld. be auctioned far 
wireless ~ terYlceL 1'bis ponfOb at1be specrnun c:ould 'I» ttsed f4 provide 
wireless services such as ~ Intcmet ~ voice and data1mnmria;dons, sud possibly 
video conferencing semces. 11\ia aped:tUm could also be1.1ICld for per:scm:alcotnnl1utieati(U$S 
services such as Spdnt ~or digital coUuh:phones. Until reeenttedmologicat 
~ 1b1sr .spc!!CI1'Um bad. not been c:.ommetcblUy wlnabIe. One ~1~ in thiI baDd ' 
ofspectMn has just =dgned Ii deal with a lMjormllmJftlCtun:r to providctbc cquipmcut to be 
able to \1Se tis SpCCtum «mmGl'da11y. 1bcFCC baan::catYac11ml1d1'eds atappUcatfODS 1br . 
Uceuses for this &pectzum. ad they haw reccntly paned 'tbo 4pplica:dOA pI'QCeSS. The FCC Is 
coaslderiu an aUd:iaa to aIlocab:.tIds spec!fxuw.. 

, , 

TOTAL P.006 



\<"', 

,'..... . 

"-'--.. Da...Ve­

The President's FY 1998 Budget Health Care Reform Proposals J)OC,UMPt+ 

\\Preserving and Strengthening Medicare 

:;:;L Saves approximately $100 billion over 5 years ($138 billion over six years), modernizes the 
:i:~;~::;" program, and extends the life ofthe Trust Fund to 2007. 	 ' 
/;,,>, 

<)Restraining Growth in the Program 

,\;.::" 
Constrains payments to health plans and providers, such as managed care, hospitals, nursing 
homes, home health care. 

, Extends current law that sets Part B premium at 25 percent of program costs. 

Combats fraud and abuse by enacting new program integrity provisions and by repeal~ng the 
provisions Congress enacted last year that weaken fraud and abuse enforcement. ' 

'.,.\./,' .
,'. ',' 

ij~~linproving Benefits 

Invests in preventive health care such as diabetes management, colorectal screening, annual 
mammograms without copayments, and increases reimbursement rates for certain immunizations 
to protect seniors from pneumonia, influenza, and hepatitis. 

Establishes a new respite care benefit to assist families of Medicare beneficiaries with 
Alzheimer's and related diseases. 

Phases down excessive outpatient copayments to the traditional 20 percent level. 

Adds Medigap protections to increase the security of Medicare beneficiaries. 
i:~L,·' " 

.\+Modernizing Medicare 

Provides more choices by establishing new private health plans options (such as preferred provider 
organizations and provider sponsored organizations). 

Establishes market-oriented purchasing for Medicare including: new prospective payment systems 
for home health care, nursing home care, and outpatient services; competitive pricing authority; 
and expanded "centers ofexcellence" to improve quality and reduce costs. 

Addresses flaws in Medicare's current payment methodology for managed care, which combined 
with a new national minimum floor, will reduce geographical variation in rates. 

':;:.' . 
:: i: '~.' . 	 . 
:';:Protecting and Preserving Medicaid 
F:::::··'· . 

:<{i:,.: ' 	 Savings and Investments. The President's proposal saves, on net, about $9 billion over five 
years. It would save about $22 billion over five years, but at the same time, it makes about $13 
'billion in investments in Medicaid, including proposals to expand coverage for eligib~e children, 
arid changes to last year's welfare reform law. 



.. Per Capita Cap. To stabilize Medicaid growth"the plan includes a "per capita cap," which would 
constrain the rate of increase in F ederiil matching payments per beneficiary. 

.. DSH. Under the President's plan, Federal payments for disproportionate share hospitals (DSH) 
would be tightened and States would have the flexibility to target these payments to a range of 
essential community providers. 

.. Improved State Flexibility. The plan contains a number of reforms, including: repealing the 
"Boren amendment" for hospitals and nursing homes; eliminating the Federal waiver process for 
States opting for managed care; and eliminating a Federal waiver for States moving populations 
needing long-term care from nursing homes to home- and community-based care. 

Medicaid and Medicare for Workers with Disabilities. The plan enables SSI beneficiaries with 
disabilities to keep their Medicaid when they return to work. It also includes a demonstration 
program that allows certain SSDI beneficiaries receiving Medicare benefits to maintain their 
coverage when they return to work. 

Expanding Coverage for Workers Who Are In-Between Jobs 

.. 	 The President's plan includes an initiative to help provide health care coverage for workers who 
are in-between jobs and their families. This initiative would help an estimated 3.3 million 
Americans, including 700,000 children. This initiative invests $9.8 billion over five years. 

.. 	 The plan helps working families continue health insurance coverage, building on Kassebaum­
Kennedy's protections against pre-existing conditions. 

.. 	 The plan gives States the flexibility to provide coverage in the way that best meets the needs of 
their populations. 

Expanding Health Care Coverage for Children 

.. 	 Children Whose Parents are In-Between Jobs. This initiative will provide health care coverage 
for' 700,000 children whose parents are in-between jobs. 

Grants to States to Expand Childrens' Coverage. The President's budget provides $750 
million a year ($3.75 billion over five years) to States to develop innovative programs to provide 
coverage to children. 

Investments in Medicaid to Expand Coverage. The plan expands coverage for children by 
investing in Medicaid. It: 

Gives States the option to extend one year of continuous Medicaid coverage to all children 
who are determined eligible for Medicaid. 

Proposes to work with States and the private sector to reach out to the three million 
children who are'eligible but not enrolled for Medicaid. 



HIGHLIGHTS OF THE PRESIDENT'S MEDICARE REFORM PLAN 


Medicare Savings 

Medicare Trust Fund 

Beneficiary Provisions 

Approximately $100 billion over 5 years; $138 billion over 6 
years. 

Extends the solvency of the Trust Fund to 2007 through a 

combination of scorable savings and programmatic and 

structural changes. 


Extends current law that sets Part B premium at 25 percent of 
program costs. This policy achieves $10 billion in savings 
over 5 years. The Part B premium would go below this 
percentage without this change after 1998; the expenditures 
associated with the reallocation of some home health 
expenditures are excluded from this calculation. 

Invests in preventive health care to improve seniors' health . 
. status and reduce the incidence and costs of disease. The plan 

covers.colorectal screening, diabetics management, and 
annual mammograms without copayments, and it increase~ 
reimbursement rates for certain immunizations to ensure that 
seniors are protected from pneumonia, influenza, and 
hepatitis. 

Establishes a new Alzheimer's respite benefit starting in 1998 
to assist families of Medicare beneficiaries with Alzheimer's 
and related diseases. 

Buys down excessive outpatient copayments to the traditional 
20 percent level. Because of a flaw in reimbursement 

. methodology, beneficiaries now in effect contribute a 46 
percent copayment. Our policy will prevent further increases 
in copayments and reduce the copayment to 20 percent by . 
2007. . 



Provider Impact 

Hospitals 

Managed Care 

Adds Medigap protections (such as new open enrollment 
requirements and prohibitions against the use of pre-existing . 
condition exclusions) to increase the security of Medicare 
beneficiaries who wish to opt for managed care but fear they 
will be unable to access the Medigap policy of their choice if 
they decide to return to the fee-for-service plan. (This 
provision is consistent with bipartisan legislation pending 
before Congress.) 

Provides new private plan choices (through new PPO and 
Provider Service Organization choices) for beneficiaries. 

Through a series of traditional savings (reductions in hospital 
updates, capital payments, etc.), achieves about $33 billion in 
savings over 5 years. 

Establishes new provider service organization (PSOs), which 
will allow hospitals (and other providers) to establish their 
own health care plans to compete with current Medicare 
HMOs. 

Establishes a new pool offunding , about $11 billion over 5 
years for direct payment to academic health centers to ensure 
that academic health centers are compensated for teaching 
costs. This is funded by carving out medical education and 
disproportionate share (DSH) payments from the current 
Medicare HMO reimbursement formula. 

Through a series of policy changes, the plan will address the 
flaws in Medicare's current payment methodology for 
managed care. Specifically the reforms will create a national 
floor to better assure that managed care products can be 
offered in low payment areas, which are predominantly rural 
communities. In addition, the proposal includes a blended 
payment methodology, which combined with the national 
minimum floor, will dramatically reduce geographical 
variations in current payment rates. Medicare will reduce 
reimbursement to managed care plans by approximately $34 
billion over 5 years. Savings will come from three sources: 



Home Health Care 

Home Health Expenditure 
Reallocation 

Physicians 

(1) Because HMO payments are updated based on projections 
of national Medicare per-capita growth, when the traditional 
fee-for-service side of the program is reduced, HMO 
payments are reduced. The savings from this is $18 billion 
over five years; 

(2) The elimination of the medical education and DSH 
payments from the HMO reimbursement formula (these funds 
will be paid directly to academic health centers). Savings from 
this proposal are $9 billion over five years; and 

(3) A phased-in reduction in HMO payment rates from the 
current 95 percent of fee-for-service payments to 90 percent. 
A number of recent studies have validated earlier ev~dence 
that Medicare significantly overcompensates HMOs. The 
reduction does not start until 2000 and it accounts for a 
relatively modest $6 billion in savings over 5 years. 

Saves about $14 billion over 5 years through the transition to . 
and establishment of a new prospective payment system. 

Home health care has become one of the fastest growing 
components of the Medicare program, growing at double digit 
rates. Originally designed as a post-acute care service under 
Part A for beneficiaries who had been hospitalized, home 
health care has increasingly become a chronic care benefit not 
linked to hospitalization. The President's proposal restores 
the original split of home health care payments between Parts 
A and B of Medicare. The first 100 home health visits 
following a 3-day hospitalization would be reimbursed by Part 
A. All other visits -- including those not following a 
hospitalization -- would be reimbursed by Part B. 

The restoration of the original policy will not count toward . 
the $100 billion in savings in the President's plan. The policy 
avoids the need for excessive reductions in payments to . 
hospitals, physicians, HMOs, and other health care providers 
while helping to extend the solvency of the Part A Trust 
Fund. ' 

See additional provisions under Fraud and Abuse which save 
$1.3 billion over five years. 

Saves about $7 billion over 5 years through a modification of 
physician updates. This reduction is relatively small because 
Medicare has been relatively effective in constraining growth 
in reimbursement to physicians. 



Skilled Nursing Facilities Saves about $7 billion over 5 years through the establishment 

Fraud and Abuse 

Stmctural Reform 

Rural Health Care 

of a prospective payment system. 

Saves about $9 billion over 5 years through a series of 
provisions to combat fraud and abuse in areas such as home 
health care, by requiring insurers to provide information ' 
about insurance coverage of beneficiaries, and by repealing 
the provisions Congress enacted last year that weaken fraud 
and abuse enforcement. 

Brings the Medicare program into the 21st century by: 

(1) Establishing new private health plan options (such as 
PPOs and Provider Service Networks) for the program; 

(2) Establishing annual.open enrollment for all Medicare plans 
within independent third-party consumer conSUlting. 

(3) Establishing market-oriented purchasing for Medicare 
including the new prospective payment systems for home 
health care, nursing home care, and outpatient hospital 
services, as well as competitive bidding authority and the use 
of centers of excellence to improve quality and cut back on 
costs; 

(4) Adding new Medigap protections to make it possible for 
beneficiaries to switch back from a managed care plan to 
traditional Medicare without being underwritten by insure~s 
for private supplemental insurance coverage. This should 
encourage more beneficiaries to opt for managed care because 
it addresses the fear that such a choice would lock them in 
forever. 

The plan will have a very strong package of rural health care 
initiatives, including continuation and improvement of sole 
community hospital, Medicare dependent hospital, and rural 
referral center protections. the expansion of the Rural Primary 
Care Hospital program that allow for designation of and 
reimbursement to facilities that are not full-service hospitals, 
and the modification of managed care payments to ensure they 
are adequate for rural settings. The rural hospital investment 
alone is $1 billion over 5 years. 



Medicare for Workers' The President's budget authorizes a demonstration which 
with Disabilities enables SSDI beneficiaries to return to work without losing 

their health care coverage. Under the demonstration, certain 
SSDI beneficiaries who return to work would be able to 
maintain their Part A coverage . 

.. 




HIGHLIGHTS OF THE PRESIDENT'S MEDICAID REFORM PLAN 


Medicaid Savings and 
Investments 

Guarantee of Coverage 

Per Capita Cap 

DSH Payments 

The President's plan saves approximately $9 billion net of . 
new investments over 5 years. 

Through a combination of policies to reduce and target 
spending on disproportionate share hospitals (DSH) more 
effectively and establish a per-beneficiary limit on future 
Medicaid growth, the plan would save $22 billion over five 
years. 

Roughly two-thirds of the savings comes from a reduction in 
Disproportionate Share Hospital (DSH) payments and 
roughly one-third from the per capita cap. 

In addition, the President's plan invests $13, billion in 
improvements to Medicaid, including health initiatives to 
expand coverage for children, changes to last year's welfare 
reform law, and new policies to help people with disabilities 
return to work. 

The 37 million children, pregnant women, people with 
disabilities, and older Americans who are currently covered 
by Medicaid would retain their Federal guarantee ofhealth 
care coverage for a meaningful set of benefits. 

Even though the overall Medicaid baseline has fallen over the 
past few years, Medicaid spending growth is still expected to 
increase by over 8 percent annually after the year 2000. To 
stabilize Medicaid growth, the President's budget would set a 
per capita cap on Medicaid spending. The cap would 
constrain the rate of increase in Federal matching payments 
per beneficiary. 

· The per capita cap protects States facing population growth or 
· economic downturns because it ensures that Federal dollars 
are linked with beneficiaries. 

Federal DSH payments would be tightened without 
· undermining the important role these funds play for providers 
that serve a disproportionate number of low~income and 
Medicaid beneficiaries. 



Improved State Flexibility 

Improves Quality 
Standards 

Expanded Coverage for 
Children 

Modifications to Welfare 
Reform Law 

The President's plan incorporates the highest-priority Stat~ 
flexibility requests advocated by the National Governors' 
Association. It: 

• 	 Repeals the "Boren amendment" for hospitals and 
nursing homes, to allow States more flexibility to 
negotiate provider payment rates; 

• 	 Eliminates Federal waiver process for States opting 
for managed care; and 

• 	 Allows States to serve people needing long-term care 
in home- and community-based settings without 
Federal waivers, and a number of other initiatives. 

The President's plan maintains existing Federal standards and 
enforcement for nursing homes and institutions for people 
with mental retardation and developmental disabilities. 
Quality standards for managed care systems would be 
updated and enhanced. 

The President's plan inCludes measures to enhance coverage 
for Medicaid-eligible children. It: 

• 	 Provides continuous coverage for children: The 
President's budget provides States with the option to 
extend 12 months of continuous Medicaid coverage, 
guaranteeing more stable coverage for children and 
reducing the administrative burden on Medicaid 
officials, providers, and families. 

• 	 Encourages outreach to help more children receive 
Medicaid: The Administration will work with States 
to develop innovative ways to reach and sign up for 
Medicaid some of the 3 million children who are 
eligible for Medicaid but are not currently enrolled. 

The President's plan includes provisions to ameliorate some 
of the effects of the welfare reform law, including: l­



'Provision to Help Workers 
with Disabilities 

• 	 Exempting disabled immigrants from the ban on SSI 
benefits to ensure they retain their Medicaid benefits. 

• 	 Exempting immigrant children and disabled 
immigrants from the bans on Medicaid benefits for 
immigrants, and from the new "deeming" 
requirements that mandated that the income and 
resources of an immigrant's sponsor be counted when 
determining program eligibility .. 

• 	 Extending from 5 to 7 years the exemption from the 
Medicaid bans and deeming requir~ments for refugees 
and asylees. 

• 	 Retaining Medicaid coverage for disabled children 
I 

currently receiving Medicaid who lose their _ 
Supplemental Security Income (SSI) benefit because 
ofchanges in the definition ofchildhood disability. 

The President's plan recognizes that many people with. 
disabilities want to work but they face significant barriers: 
The plan would help people with disabilities return to work 
risking their health care coverage. As a State option, SSI 
beneficiaries with disabilities who earn 1)1ore than certain 
amounts could keep Medicaid. They would contribute to the 
cost of coverage on their income rises. 



IDGHLIGHTS OF THE PRESIDENT'S INITIATIVES TO MAINTAIN AND EXPAND 

WORKERS' COVERAGE 


Because most Americans have employment-based health insurance, health care coverage is often 
jeopardized for workers who change jobs. In fact, over 50 percent of the uninsured lost their health 
insurance due to a job change. Many of these uninsured Americans are the spouses and children of 
workers. The President's initiative will provide temporary premium assistance to families with workers 
who are in-between jobs. For millions of these workers and their families this assistance could make it 
possible for them to maintain their health care coverage while looking for another job. This initiative is 
fully paid for within the President's FY 1998 balanced budget plan. In addition, to assist small businesses ­
- which often have more difficulty providing and maintaining health care coverage for their workers -- the 
President has proposed to help States create voluntary purchasing cooperatives. 

Funding 	 Invests $9.8 billion over the budget window and is paid for in the 
President's FY1998 balanced budget. 

Eligibility 	 Helps an estimated 3.3 million Americans in 1998, including 
about 700,000 children. 

A full subsidy would be provided up to 100% of the 
poverty level for and would be phased out at 240% of the 
poverty level. 

To assure that limited federal dollars are cost-effectively 
targeted, individuals who are eligible for Medicare, 
Medicaid or who have an employed spouse with coverage, 
are not eligible for this program. 

While low-income workers would certainly be helped by 
this. benefit, over halfof participants would come from 
families who previously had .incomes over $30,000, for a 
family of four. 

Coverage for Families of 	 Helps to assure that Kassebaum-Kennedy protections against pre­
Workers Who Are 	 existing conditions are not placed at risk because of breaks in 
In-Between Jobs 	 insurance coverage. It achieves this goal by helping working 

families retain their health coverage through premium assistance 
during a time in which they lose much of their income. 



Voluntary Purchasing 
Cooperatives 

O'ives States the flexibility to provide coverage in ways that best 
meets the needs of their populations. States would have 
flexibility to administer their own programs, (e.g., COBRA, a 
private insurance product, Medicaid, or an alternative means of 
coverage). 

Small businesses have more difficulty providing health care 
coverage for their workers because they have higher per capita 
costs due to increased risk and because ofextraordinarily high 
administrative costs. 

The President's budget will make it easier for small businesses to 
provide health care coverage for their employees, by allowing 
them to band together to reduce their risks, lower administrative 
costs, and improve their purchasing power with insurance 
companies. 

His budget proposes to empower small businesses to access and 
purchase more affordable health insurance through the use of 
voluntary health purchasing cooperatives. This will be 
accomplished by providing $25 million a year in grants that States 
can use for technical assistance, by setting up voluntary 
purchasing cooperatives, and by allowing these purchasing 
cooperatives to access to Federal Employees Health Benefit Plans. 



HIGHLIGHTS OF THE PRESIDENT'S CHILDREN'S HEALTH INITIATIVES 

In 1995, more than 10 million American children had no health insurance. Eighty percent 
(8 million) ofthe ten million uninsured childr~n have a parent who is a worker. Many uninsured children 
have parents who earn too much for Medicaid but too little to afford private coverage, and an estimated 
three million children are eligible, but not enrolled in Medicaid. The President's plan helps these' groups of . 
uninsured children by working with States, communities, advocacy groups, providers, and businesses to 
expand coverage. Combined with the scheduled Medicaid phase-in ofolder children, HHS estimates that 
the President's plan would provide coverage for as many as five million children by the year 2000. 

Assistance for Children Whose 	 The President's plan includes an initiative to assist workers 
Parents Arc In-Between Jobs 	 who are in-between jobs and their families maintain health 

coverage. The program will cost $9.8 billion over five 
years, and will help an estimated 3.3 million Americans, 
including 700,000 children. 

This initiative provides funding to States to cover the 
children ofworkers who are temporarily in-betweenjob~. 
The program would help those families who had employer­
based coverage in their prior jobs. 

The plan would give States flexibility to administer their 
own programs (e.g., through Medicaid, COBRA, or an 
independent program). 

Grants to States to Expand 	 The President's plan provides $750 million a year in grants 
Children's Coverage 	 to States ($3.8 billion over FY 1998-2002) that will build 

on successful State children's programs like those in 
Pennsylvania, Washington, Minnesota, .and Florida, to 
identify and provide coverage for uninsured children: 

Under the President's plan, States could work with insurers, 
providers, employers, schools, and others to develop 
innovative programs to provide coverage to children .. 

In addition to covering children who fall through the gaps, 
these new State grants may help identify and enroll children 
eligible for Medicaid. 



", 

., Investments to Expand The President's plan,invests in Medicaid to provide better 
Medicaid Coverage coverage for eligible children. It: 

Provides one year of continuous Medicaid coverage to 
children. The President's budget give States the option to 
extend 12 months o(continuous Medicaid coverage to all 
children who are detennined eligible for Medicaid. 

Currently, many children receive Medicaid protection for 
only part of the year. This is because Federal law requires 
that a family that has a change in income or some other 
factor affecting eligibility report it immediately, possibly 
making them ineligible for Medicaid. ' 

This provision will benefit families who will have the 
security of knowing that their children will be covered by 
Medicaid for a full year. It will also help States by reducing 
administrative costs, and managed care plans, by enabling 
them to better coordinate care. 

Encourages outreach. The President's plan proposes to 
work with the States, communities, advocacy groups, 
providers, and businesses to extend Medicaid coverage to 
the three million children who are eligible for Medicaid, but 
are not currently enrolled. 
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> FY 1998 BUDGE'T RESOLUTION 

FUNCTION 570: MEDICARE 

SI'ENDING SUMi\'1ARY 
($ billions) 

1997 1998 1999 2000 2001 2002 Tola198-02 

Bipilr1isan Dlldget Agreement 	 nA 190.8 200.1 211.1 221.8 236.2 251.S 1120.6 
OT 19J.J 200.2 210.6 225.8 231.4 250.7 1118.5 

Budge. ResolUlion Baseline 	 DA 190.8 208.1 229.0 248.5 269.1 292.2 1246.9 
OT 191.J 208.2 228.5 252.5 264.2 291;<1 1244.8 

Freeze.Oaseline 	 £lA 190.8 208.0 228.8 248.2 268.6 . 291.5 1245.0 
OT 191.3 208.1 228.3 252.1 263.7 290.7 1243.tl 

rresitlent's RCqIICS( as UA 190.8 205.4 219.0 230.6 24604 262.8 1164.2 
Reestimated by CBO OT 1')1.] 20.5.5 218.4 234.6 241.6' 262.0 J162.1 

President's'A hernativc BA 190.8 205.4 219.0 230.6 246.3 256.2 1157.5 
Blidgelal'Y Policies OT 191.J 205.5 . 218.'1 234.6 2"'1.5 255.4 1155.4 

I3ipm1isan Budget Agreemenl 
compared to: 	 DA -8.1 -n.9 -26.1 -32.9 -40.1 ':126.2 
Budget Resoll1l ion Basel ille 	 0'1' -8.1 -18.0 -26.7 -32.9 -40.7 -126.J 

freeze Baseline 	 DA -7.9 -17.6 -26.4 -J2.4 -40.1 -124.4 
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FY 1998 BUDGET RESOLUTION { --;:::Jb 
FUNCTION 570: MEDICARE .~~-

UESCIUl'TION OF DIPARTISAN DUO(;ET AGRI~EMENT 

Disc)'etionary: 

.' 	 . 
The mpartisrln Budget AgreemellL (001\) asslImes $XX.X billion for discretiol1ary spending ill this function, In 1998, 

discl'etiollary spending would illCl"cnse/dccrcasc by $X.X billion in llA and $X.X in outlays compared to Ihe 1997 level, at $2.8 billion 
in DA and $2.7 billion in outlays. 
,. 	 ". '... .; . vA ,JI'ft 

M:lIldacol-Y:. 	 X}n"'O Ifi (O~.r , 

The BBA reduces Medicare m<uulalmy .spending by $115 billion ave.' (he five year pe.'iod <Inti by ~illioll over Cen years. 
These savings. combined wilh olher {ll'OvisiuIlS, nrc sufficient to mainlain solvency ill (he Hospital fnsllra~), or part A, trust fund 
for ten years. The BBA assumes the following major provisions: 

.. . Medicare Choice/Choice C:u'c: The BUA assumes significnnl slructmnl reform of the Medic.U'c program intendetllo give 10 

. promote mcuket competilion and give bcneficinries more choices mllollgcosl:effeclive privale insurance options, similar 10 the 
Federal Employees I [eallh Dcnefils pmgraiu available 10 federal employees and reli."ecs. Medicare bcneficiflries would always 
retain the right 10 slay ill Ihe (mdilional fee-for-service (rrS) program. The paymenlmelhodology for private insurance plans \/ ' ~(f) would be reformed to improve cost-effectiveness and address geographic disparities. These provisions are consistent with the 't""'~. 
Choice Cm"e reforms spunsored by Senflior Gregg. /' 

Il ,. 	 Cost-Effccli.,'e Reio..... s in ftcc-iol'-Scn'lce (FftS) P."ovidc.· f'nYlllcnlS: The BI::iA assumes a large number of reforms in the 
paymeni rates fot, Frs providel"s, illdliliiug i"cduL.l;ons ill: hospital paYlIlen( updates, indirect and tiirecllnedil:ai euucaliull 

.-I 
(I) 	

paYinenls. disproportionate share hospital raYl1{enls, hosl>icai ~al;ital payinellls, 'llospilai outpatient paynlcnls, payiilenls for 
.-I 

.-I ski1lednmsing and home heallh services, physici.ull fees, and paymenls for otherprovidel's and sen'ices . 
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§I FY 1.998 BUDGET RESO'LUTION 

FUNCTION 570: MEDICARE . 

• 	 Medicare Secondary ltaye)': The j)j)A assumes the President's proposal to permanenlly extend (he Medicare secondary payer 
program. 

... 	 250/0. Part n Premium: The OnA a~sumcs the Presidenl's proposal to hold peut n premiums at 25 percent of program costs 
permanently. 

II> Ilome lIealth Shift: The OllA fI$SlIlUeS lhePresident's Ilropo:ml 10 shin a portion of home henlth spending into the part B 
trust funo. The trallsrel'red all10llnls will beplmsetl into (he calculation of lhe 25 percent part 0 premium over a seve., yenr 
perioo. Lowincol1lc helleficinries arc protected under C\l1TCIl( Medicaid law from paying higher premil1l11S nssocinted with Ihe 
President's proposnl to extend the 25 pCl'cent premium 111\(1 rl'OlIl the inclusion or the tmnsrelTed homc henlth spending in the 
premium. lpossihle disllgrccmenl regan\illg HnA I 

• 	 Ncw Ucncfits: The DBA nS~IIIIlCS n.,'lillom or Ihe coin:mrmu.:c mle 1.(11' outpatient !;cn·iccs. The IIll1rk also .,s~nlHcs expanded 
I1HlIHl1logmpliy covemge, eovc""t!e for colored,,1 screenings, em'cragc 101' diahclc.s self-management, ,111<1 higher payments to 
providers for pre\'cntive vnccimdiOl's, 
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Reduce projected Medicare spending by $1 i5 billion ovedive yeafya.~ \...Jr­
. . . .... Iroll"'(\-C.~ ",<,4'1 . 

Extend lhe solvenc.y ofrhe Part A Trust Fundi. 1111 ten' 2Q9iJthrough a ~ombinQtion of savings and stnlcturnl refonns 
(including Ule home helllth reallocation) 
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