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American Hospital Association 

Liberty Place 
WashingtOn Office 
325 Seventh Street, N,W 
Suite 100 
Washington. DC 20004-ZS02 
202-638-1100 

October 16, 1996 

. ,The Honorable John Boehner r 

U.S. House of Representatives 

1121 Longworth Building 

Washington, DC 20515 


Dear John: 

Thank you for your Octpber 15 letter. The American Hospital Association always . has,, 

been free of partisanship in relation to presidential campaigns and 1996 is no exception. 

That's why we understand your concern about how gublic statements are characterized. 
'When we heard the reference to the AHA in the first presidential debate, we immediately 
contacted officials at the White House to inake clear:what our public statements have been 
onthe matter. Upon hearing another reference in the vice presidential debate, we again 
took action with the White House by providing them with documents outlining AHA'S 
public statements. What we said was that 700 hospitals derive two thirds or more of their 
net patient revenue from Medicare and Medicaid, and that large Medicare reductions 
mean needed hospitals in rural and inner-city communities could be forced to shut their 
doors. ' 

And when requested by your staff to clear up the sitUation, we informed tbe;m of the 
actions we already bad taken and sent documentati0it to them--the same information that 
we sent to President Clinton and Vice President Gore. 

We value our important working relationship with you and the Republican Conference. 
Your leadership on key issues .. such as delivery system restructuring, has been deeply 
appreciated. We look forward to working with you when the lOSth Congress convenes in 
January, That is why we acted promptly to set the record straight on our public 
statements. about the effect of Medicare changes on :hospitiils. 

Sincerely, 

~ 
. Richard J. Davidson 
President 

~3JljjO 'J3X3 ~H~ W~6S:11 96( 81 1JO 
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MEMORANDUM 

October i 7, 1996 

TO: 	 Mike' McCurry 
Barry Toiv 
Lorrie McHugh 
Mary Ellen Glynn 
April Mellody 
Larry Haas' 

FROM: 	 Chris Jennings 
- ! 

Jen Klein \ 

SUBJ: 	 Back-up for President's Statement About Potential Hospital Closings 
, . 

Attached is background materi~d to justify the President's claim that the Republicans' 
Medicare cuts "could" have closed 700 hospitals. 

We hope this information will be helpfuL Please call us if you have any questions. 



! 
I" , 

"THE DOLE-GINGRICH BUDGET 
" 	 I 

PUT HOS~ITALS ~T RISK 

MRP; • 

I 

, I 


• 	 In June, 1995,AARP wrote: "[The] c?ngres~ionalBudget Resolution Could Devastate 
Medicare Berieficiaries." Dole voted for this budget resolution which cut Medicare by 
$270 billion - Same as the vetoed budget· [AARP, 6/29/95] , 

! 
, 	 'i .[',', 

• 	 In November, 1~95, AARPwrote that the Dole-Gingrich $400 billion cuts from Medicare 
and Medicaid "[0]0 not meet the fairdess test" [AARP, 11116/95]

I , , 
! ' I" , ' .' 

• 	 ' I,n November, I ~95, AARP wrote that poderthe Dole-Gingrich budget, existing Medicare 
and Medicaid pr~tections against the h,igh cost of long-term care, "are now at risk" 
[AARP,l1/16/95] ',",'," ' i' , ' 

I 
I 

" , 	 ,i ' ' , , .. 

.. , 

, 

In summer, 1995, the AHA ran newsp~per advertisem~nts saying 

) 

T --"-'-'-~---------'_/ 
I 

'. 	 In November, 1995, AHA wrote: "Reductions of this magnitude represent a real cut in 
payIDents to hospitals, not simply a reduction in the rate of increase. Quality and 

, availability ofcare will i' 

, '" ,, 

i 

I 
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-' 
October 16.' 1995 

The Honorable Bob Dole 

United States Senate 

141 Hart Senate Office Building 

Wuhfniton. DC 20510 . 


Dear Seitator Dole: 
.;. • .• I 

Yau and your Senate colleagues arC about to make pU9Iic policy deciaions of truly historic 
proportions. Your dcba~ and action on the Fiscal 1996 budget reconciliation bill. ' ' 
particularly where Medicare is concerned, will affect the Iivea of all Americans. 

That's why the American Hospital Association, on behalf of its 5,000 members in the , 
community delivering care every day, wants to make you aware of a report btLewin·VHI. a 
respected
, ' 

research firm. It analyzes the effect of Medicare spending reduction!. on hospitals. 
, I , 

~ , 'lJJ.e bill now before the U.S. Senate calls for reductidns of $86 billion· in bospltit service!. 
The principal finding of thil analysu is that reductions of that ntagniDJde would result not in 
2. ~eduction in the rate -of growth, but in a real Ell-' That means per beneficiary spending for 
~cspi!a! care uows Jess than the rate of inflation. 

:Repeatedly, me American people have been assured that the' Medicare program would not 
'suffer reaI cuts. This is' a promise that must be 'kept.! Eighty six billion dollarB in reductions 

. will seriou£.ly jeopardize the ability of the hospital community to continue to provide high , 

quality care, not only to seniors. but to all our citizens. This is the potential impact of the 

current Senate propo&al~ , ' ,! ' ' . 


:, I 
In Its conclUBion, Lewin·VHI. Inc .• states:, "The potential for payment reductions to result in 
real decline in hospital spending over the next seven;years should indicate to pollcymakera 
the need to carefully consider the impac~, of potenti.s.l Medicare changes on the different 
categories of health care providell. " , I 

. .. .' ,I _. 
. This is what the nation's hospItals ask of you and your colleagues in the critical days ahead~· 

• • I " 
, I 

Sincerely, 

IrJj eA.. p{)AJl ~ 

http:seriou�.ly


.' . " 

:MEDICARE AND MEDICAID ARE I:M:RORTANT TO HOSPITALS 
I 

·1 

• 	 For nearly one inIom hospitals, 60% ofpatient days are Medicare patient days. 

• 	 . More than 2,300 hospitals (nearly half) have large Medicaid patient loads (15% or more 
oftheir inpatient days). . 

. If 	 ! . 

• 	 Almost 700 most two thirds or more oftheir net patient 
. revenue from Medicare and Medicaid..,::- about 390 ofthese ospitals enve three quarters 

'.. or more oftheir net .patient revenue from Medicare and Medicaid. . 
. 	 I'. 	 , 

/ Nationally, these hospitals represent 13 Percent ofall hospitals. providing 9 
. percent ofhospital stays including all patients not just Medicare and Medicaid, 

and contributing 11 percent ofall emerg~ncy room visits. 
I 

I 

56 percent ofthese highly vulnerable ho~pitals are rural; 20% are inner·city 
hospitals. . :. 

i 
I .• 

Source: 	 American Hospital Association analysis based on data from the 1993 AHA 
Annual Survey and the Medicare Provi~r Specific file. 

I 

I 
. ~ 
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,:":'DEAR MEMBER ~OFI ,CONGRESS ';': 
.. 	 ! . I II I 

I 

WHAT WILL 

YOU TELL vtOUR 

VOTERS IF YOU 


TAKE $250 BILLION

'. 	 • - • ,I _ 

OUT OF THEIR 

,MEDICARE? 


So;ne ill CO~I:;'ess wallilo reduce Medica,~e by more Ihall 
$250 billioll over ."even yea!;s. . 

W ilh the liIQ;cst Mcdic,:aI'C reduction.. 
. in history ('In the tahk. now might 

be iI gllOd time t('l ron.~der OOW 
you're t!ninl:! In eXftl:.in II vnle In dilm:1t!c lhe 
Mcdicilre ~yslem. 

Whn will be hurt lhe \'Il(l!;I? Certainly !:Cnio". 

will be harmed. hec:JUl:C lheir N'ledic:II'C i~ being 
redueed - at!OIin. Bul nnl noly seniol'S --<"1"'0" 

IHIt' will fed Ihe imp:l<.1 ir~:ummunily ha<;piIOlI~ 
hilvc 10 redur::c lheir l:Cnices ~rdlR lheir dooo;. 

A II\:W study ">' u\\;n~VHI. Oil\: oflhe nalion'" 
I"ft 1'Cl:C00n:h linn, lind~ lhill with reductions ('If 
S:!$() hillinn. Medic:ue (',(lIlld he fl.1yint! lcit [hiln 
j(q cenls un the dollilr nf an elderly pOIlien"s ~Iay 
in Ihe hospitill feven year.; fRim now. 

WHAT WILL HAPP£H TO HEALTH CARE? 

'I'he5c reductiom will mean: 

• M<>llCy,l(1sing hul cruciill services like Ir.lUma 
care. hum unit!; and ICU~ may hoIvc In he 
ck>Scd. 

• Senior cili7.cn~ will lind it hanlcr In receive the 

level ('If care Ihey need i1~ Ihey gm~ older. 

'. 
Ifnrlf 

I 

• New life-".1VinS technology Ihlll JlCt'ple 
,need could tic delayed. 

• Innov;:lIive rommun'ity outI'Cach fII'O!!Dnls 
lhal help millions ofAmcric:aM (.'(luldsel 


.trimnlcd. 


• Needed hospilal~ in I'UD! or inner-city 
communili~ could he forced 10 shullhcir 
duoI'!>. renna. 

HO!:pilals are ~tK"Ce....tfully cootrnllin,l! ~!;.1:>uI 

the!:c rcducti(lii.~ ,l!0 beyond whal is l'C:l.<;(lnal>le. 

1hey're goin~ 10 hurt-l'l()(ju$t (olbon 

Medicare. hot ilny ..nc who may III:cd lhe hi!!h 

qualilY carl: tlk. onlv 01 h(lspiuil On give. And 

tholt will lcav~ ~(lme'very importilill people­
. 	 I 

your \,olcrs--:'ooking for an~i:n. 
I, 

Whal uill."lJjf .f(l.r'! Wt' II"'~ .\'(/1/ In It'll 11It'1n 

rll(/.r yrltl Rej~ prnpos:d.. to I"t'<ioce Medicare! . 

I 

/OJUv Jr::rm,~ 
Diek D:.vidJn. Pmcidt'nr 

. 	 I 

:
liUJl:.lA. ,\mukan H""pila' A...'«>ciatinn 

: 	 ! 

http:liUJl:.lA
http:cili7.cn
http:eXftl:.in
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TOO· MUCHs TOO FAST 
. ..' I 

I
• I 

I 

The Impact on Older Americans of M'edicare and Medicaid 

Re9uctions in the FY96 Bud~et Resolution 


.1 
I 

i
Prepared by the; 


American Association of Reti:red Persons 

June 29. 1995: 


For further infonnation contact.: 
Tricia Smith . 

ARP Federal Affairs Department Health Team 
,202)434-3nO 

I . 
i 
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, • 	 At the highest income categories, beneficiahes would pay triple the amount they 
:'tow pay for the Part B premium. If the inco'me threshoids for the proposed high­
:'1come premium are not indexed, each year a greater percentage of Medicare 
!:>eneficiaries would be required to pay the new. higher premium. In the Mure, 

.Congress could simply choose to lower theiincome threshold, the(ebyincreasing 
ievenues. 

: 

• 	 At the same time that an income-related premium would be imPoSed on Medicare 
beneficiaries, federal subsidies for heatth C?re costs tor those under age 65 
would continue, regardless of an' individual's income. These subsidies come in 
the form of the tax deduction for employ,er"provided health insurance. As a resuH ' 
of the savings target under the Budget R~lution, Congress could impose higher, 
heatth costs on higher-income older AmeriCans but woukj continue federal subsi­
dies for corporate. executives , middle-aged :millionaires. and Members of Con­
gress. A May, 1994 Price Waterhouse anaiys;s estimated that reducing federal 

" 	 I 

subsidies for higher-income individuals und,er age 65 in the same manner as for 
t~edjcare beneficiaries would resuHin federal budget savings that are four times 
as large as the Medicare income-related premium savings. 

, 	 i 
. , 

7) 	 Beneficiary AcCess to care could be J~pardized 
I 

Medicare beneficiaries' access to needed hdtth" care coukf be seriously hurt by the 
un'precedented reductions in Medica.respending included inthe FY 96 Budget Resolu­
tion. Forthe average older Afnerican. the $270!billion in Medicare spending reductions 

. 	 • I ' 
\VIII mean: 	 I 

I 
I 

• 	 Increased Out-of·Pocket Costs That Could Limit Access to Services: For 
the average beneficiary. the proposal to requce Medicare spending could cost 
about $3,400 more out-of-pocket over the ~ext seven years in the fonn of higher 
premiums, coinsurance and dedudibles. For many beneficiaries - particularty . 
those with low incomes -,the additional coSts,are on top of the $2.750 theyal­
ready pay out-of-pocket for health care in 1~5..Older Americans spend roughly 
20 perc:ent of their income on health care...J. neariythree times as much as those 

. under age 65. Increasing out-of-pocket co~ts could mean that fewer benefici~es 
'~ould be able to afford the care they need and many 'WOUld be forced to wait until 
a condition worsens and care is even more, expensive., ,. 

,I 

I 

I 

• 	 SpendIng Cuts That Could LImft Access: to providers: As physician pay- ' . 
ments are reduced, many doctors will try tq shift more costs onto Medicare ben­
eficiaries. One likely way 'for this to happe~ is through the elimination of the ' 

.Medicare balance billing limits. This change would allow doctors to charge ben­
eficiaries significantly more than what Medicare approves. If this happens, many 

__~older Americans would no longer be able to ~fford to ,see their doctors. In other 

Pa~e 6 

I 



" 	 • , ,.':' I 

, cases, physicians may'find that it Is no longer profrtableto treat Medicare pa­

. tier7:s, leaving beneficiaries Without access to a ;doctor. Still other beneficiaries )'.', ' 
mc~' have to travel long distanCes for hospital care since many hospitals across 
the country - paftieular1y in rural areas - would be forced to close. 

, ' , , 	 ' I 
, " ". , I "I ' ' 

, j 

• 	 Spending Cuts That Could Limit Access to Health Plans: The level of spend­ I 
ihg ~ductions included ,in the Budget Resoluti0Q could resutt in substantially .j 

higher premiums for beneficiari.es Who choose to remain In.traditional fee-for­
, service Medicare. Some beneficiaries might nOllonger be abl~ to afford to stay in 
, fee-for-serviceand would be forced into manag~d care. . ' 

8) 	Medicare Caps could be Imposed I 

• 	 St::ructure ,i 

Members of Congress are conSidering a Medicare spending -cap· as one method 

for achieving budget savings. Under this approach. yearly spending limits or ' 

targ ets would be established for the Medicare ptogram. This cap could take one 

of several forms: a total spending Iimit'for the program, a limit on the annual , 

gT"O'Nth rate in the program; or a per capita spen~ing limit. The cap could be fixed 

in ~ or determined on a yearty basis. ' ' 


. ;. '.' !. , 

~.lal Medicare spending would then be measured against the cap. Under one 

app.'-oach. known as a -look-back,· actual MediclIre·spending would be com­

, 	 , ,j 

, pared with the targetat the end of each year. Wactual spending exceeded the 

target, then Medicare spending for the following year would be reduced by the 

amount exceedingthetargel 


• 	 1m pact on Beneficiaries . " 
A Medicare cap would have adirect bearing on Medicare beneficiaries. If Medi­
care spending exceeds the yeartycap, automati'c cuts in Medicare spending 
would likely translate into higher out-of-pocket c6sts for Medicare beneficiaries - , I 

. 	 I 

in the form of higher premiums, coinsurance or deductibJes - as well as reduc-

tiOC'lS in payments to hospitals and doctors Whi~would affect beneficiary acCess 

to services. '. 


I 

Advocates of a Medicare cap claim thatthis kind of target is necessary to keep 
prog ram spending in check. However. for the a~erage beneficiary - Who has little ' 

, ICOfT'"uoI;,over Medicare program ,spending - this rOUld mean an even greater out­
. ~-pock~t.bUrden for Medicare services. . 'I . 

(11 This Ci;.-.alystS IS based on the June 22. 1995 Budget ResOlution IConference Agreement., ' 
a. Inc:re.ased ,out-of-pod;.et costs are averaged across aU Medicare benefICiaries. 

"" Out-o:f-pocket health costs include all health ca're expenses of non-institutionalized older individuals , 
;e;x t::~se pa,id by Medicare., Medicare and private premiums. land prescriptions drugs, for example. are 

....o.l:tS'de:.""?1 out-of-pocket costs. Data are based on December, 1993 eBO projections of population sub-­
gro::;::::s <::::3 National Health AcCounts data by type of service and Ipayer. ' 

J:. -- -­-,j~: :: 

http:out-of-pod;.et
http:beneficiari.es
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October 15, 1996 
I 

Mr. Richard Daviclson ~ 
American Hospital Association 
Liberty Place 
325 Seventh Street, N.W. I 

I 
IWashington, D.C. 2Q004..2802 .' 
I 

. 

Dear OICk, 
I 

In bath Sunday's Presidential debate and Wednesday'S Vies Presidential 
debate, President Clinton and Vies Preslder'rt GOre repeatedly cited a IIstudY' 
from your organizattoncontending the Medlc:a~ Preservation Act would Rlsult In 
700 hospitals closing nationwide. M you know.: the AHA has neverptOdUGed 
such a study - only an estimate of thatotal nun1ber of hO$pital$ that are 
-Medicare dependant.· . I 

I am sure you reaJize the Clinton-Gore ~paign is manipuiating yo.,.. 
posjtjon for partiSan gain. And 11m dlsappointedllhat even though we've 
expressed these conesms, you have steadfastly refused to correct the recon:t, 
un1ike the Conc:ord Coalition. which just today released a statement correcting 
Vice President Gore's misrepresentation of sen~rDale's Medil;iJre plan.

I 

President Clinton and VH;e President Gaf~ clearly have a vested inbiiIr8at 
in diatorting the Mecficare Preservation At:t. Th~ AHA shQuld net Though we've 
had policy differences throughOUt the Iaat 1 B months~ we've alWays been honest 
with each other. and 'ttMIt par1:nership has produced some real aa:mnpfSuilents 
for hospitals - the Medicare Preservation Acts Provider Service Natworks, and 
'more recently the &ssuranc;e that hospitals Will receive their "-III Medicare 
updates, an time. . 

VVhile we have been working together to save Medicare from bankruptcy. 
for 1amonthS the Democrats and their Wsshingtcn-based spedal interest allies 
haVe demonized the Medicare Preservation At:t,: running million-<.tollilr ad 
campaigns' against HOUSe Republicans. At every opportunity, the Cfinton-Gore 
tiCket edloeS this message. further distorting the record Of the Republican 
Cangraea. Your ~ilence in fight at' the Cllnton-Gore c:ampaign'alatest 
manipuJation Of your position sands the signal -iintentJonal or not - that your 
Washington office simply isn·t Cl:ll"lCemed if you're used far partisan political gain. 

http:bington.1D
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You have WOf'ked with your members - and the publiC at large - to get 
out the message that if the Pan A Trust Fund gOes broke. aU hospitals will face a 
crisis of unbelievable proportions. Yet since Y0l!'" Washington office Stands mUte 
as your organization is used.for partOsan politica,r purposes, I sadly con~ude that 
they are ccmfcrtable in aUawing this to happen ifl a way that ls contradictory to 
the interests of your organization and to our natien's health care neecls. 

I 
" Your silence is even more puzzling givenithat the AHA vehemently 
opposed the Clinton administratiOn"s Health ~urity Ad. based In part on your 
study shewing its devastating impact on hospitaJs and Medicare recipients. We 
both know the 104th Congress" plan to save Medicare incraasec:t spending and 
ensured that all Pan A savings were used to extend the life of the Hospital­
Insurance Trust FUnd. That's a far ay from usi~g Medicare savings to 
nationaliZe allAmericans' health care. the gcal Of the Clinton-Gore Health 
Security Act. " I . 

The next preSidenti~1 debate is Wednead~, October 18," I'm S\.!re that" 
once again, the President wiJl use your -study" ~ justify his actions in allowing 
Medieare's bankruptcy." I again urge you to U$EJ the time between now and then 
to publiclyerase any dOubte that the AHA Is SUPpOrting the Clinton-Gore re­
election. You can do this by publicly correcting the VVhite Haussts repeated 
misuse of your figures and yOtJr organization's g~od name. . 

We've had a very productive relationship during tile 104th Congress. 
working together toward some important goals. I would deeply regret it if this 
incident were to sour relatiOns between the AHA ~nd House Republicans as we 
look toward future efforts to save Medicare from bankruptcy.

. . I 

cc= AHA State Affiliates 
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The following discussion analyzes a variety of questionable orfactually incorrect statements made 
by President Clinton during last night's presidential debate. This analysis was assembled by the 
majority staff ofthe' House Committee on the Budget at th~ request of the CNN television network. 

I 
BALANCING THE BUDGET 

.'. , ' . , I, . . 
, CLINTON CLAIM: "The way to get a better Americ~ is to balance the budget •••" 

FACTS: This statement flatly contradicts the position thJ President h~ldforthe three y~ars ofliis 
term before the current election year. . •. 

.. 	 In November 1993,·the President lobbied hard 19ainst a balanced budget constituti~nal 
amendment, and in a letter to Senate leaders he J..rote: "The balimced budget "!mendment 
is, in the firSt place, bad economics." I 

.. 	 He once again lobbied ag~insta balanced budgetiamendment in the Senate in early 1995 . 

I .. As recently as last spring; administration officials were still speaking against th~ goal of 

balancing the Federal bud~et. ;," ,I ' . ". ' . " , '. 
In testimony to the House Budget Commhtee, then~Budget Director Alice M. Rivlin 
said: "I do not think that adhering to a firm path to balance by 2002 isa sensible 
thing to do," and/'It is not always good Ipolicyto have a balanced budget." '. 

The 1995'report ofthe President's econothic advisors said: H ••• the administration 
',' I· 	 ' 

, oppose,s a balanc~d budget amendment rthe Constitution," It also contained a 

. 	 ; :..' ," '.' . 

This document was prepared by the majority staff qfthe House Committee on'o\e Budge\. It has not been approved by the ruil committee 
and therelore may not reflect th~ views of all the committee's members.' • '. ' 
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, 	 i 
special section, titled "The Shortcomings of a Balanced Budget Amendment," that 
defended the li~e of "fiscal policy" [Le. d'eficit spendingl to "stabilize" the 

, 	 I 

economy. 	 i 
I 
I 

.. 	 He never even endorsed the balanced budget Iplan developed by the Ho~se Democrat 
coalition known as the "Blue Dogs." I 

REDUCING DEFicITS 

I 
CLINTON CLAIM: "We cut the deficit four years ina row •.•", ' 

, 	 I, 
, 	 I' 

FACTS: The decline in the deficit since 1993 has been Jrincipally because of CongreSs' spending 
restraint, and has occurred in spite of the President's pro~sals to spend more and increase deficits. 

, 	 , 

.. In, both his pre-election-year budgets [for fiscal years 1995 and 1996], President Clinton' 
proposed higher spending than what actual/x occurred, and increasing deficits. B,ut 

, Congress' spending rest~aint,reduced deficits b~low the levels proposed by the President 

[see Chart 1 beloW]. :" ',' ,.1 ' " , ,'.,' , 
.. 	 In February 1995, one month after Repubhcans took control of the 104th Congress, 

I
President Clinton proposed a fiscal year 1996 budget callingfor a deficit of $211 billion. 
But when the fiscal year ended yesterday, the actJ,lal deficit was down to $116 billion - $95 
billion below the President's proposal [see Chart 1 below], ", ' " 

. ; , , 

Chart 1 	 I 
FY 1995 and FY1996 DEFICITS: " 

Clinton's Proposed Deficits vis. AC,tuaf Deficits 
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, 

The President's fiscal year 1996 budget called fot increasing the deficit from $211 billion 
to $276 billion bY,2000 [see Chart 2 below]. W~ile he proposed higher deficits, he called 
Republicans "extremist" for trying to reduce the~. 

All three of the President's pre-election-year budJets [for fiscal years 1994, 1995, and 1996] 
proposed deficits in the range of $200 billion a y~ar or rnore for as far as the eye could see 
[see,Chart 3 on the next page].' ' 

Chart 2 I 
PROPOSED DEFICITS IN CLlNTO~'S FY 1996 BUDGET 
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In his most recent pre-election-year budget [fisdl year 1996], President Clinton continued 
to propose greater spending increases than the grpWth in revenue allowed, which is why his 
proposed deficits continued to increase. 

By this time. the President's 1993 tax inicrease - which was supposedly intended 
to reduce the deficit - was fully in plate. ' . ! ' 

Nevertheless, the President's budget continued to outspend the growth in tax 
revenue. In this budget, for every d611ar tax revenue increase, the President 
proposed $1.31 increase in spending [s6e Chart 4 on the next page]. 

I 
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Chart 3 , 
PRE-ELECTION YEAR CLINTON P,ROPOSED DEFICITS: 

Annual Deficits Proposed in Clinto' Budget SUbmiss'ions 

Clinton FY 951 Budget Clinton FY 96 Budget 
I 

: for FY 1994- FY 996 
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,I 
I 
I 
I 

While the President keeps trying to'take credit lower deficits, his record shows he has 
made every effort to block deficit reduction, including the following: 

, 'i 
1 

Proposing a $16-billion government m~ke-work program - called a "stimulus" ·1 
I 

package with the spending to go int9 effect immediately in 1993, at the same t 

time he claimed he was trying to reduce the deficit. 
I 
I 

Lobbying hard against a constitutional amendment to balance the budget. In a 
November 1993 letter to Senate le~ders, he wrote: "The balanced budget 
amendment is, in the first place, bad ec~momics," 

Lobbying strenuously againstlhe Penny.lKasich amendment - a modest, bipartisan 

effort to sa~e $90 billion over 5 ye~rs. Put another way, the Poony-Kasich 

amendment called for saving 1 penny otit of every dollar of government spending 

over 5 years. ' 


Proposing a government takeover of tile Nation's health care system that would 

have increased deficits by $122 billion ?ver 7 years. 


I 

I , 


Vetoing the Balanced Budget Act; which would have balanced the budget by 2002. 
I' , 

Seeking $60 billion more in total speriding for fiscal year 1996 than what :was' 

approved when'Congress finished this ~ear's budget work yesterday. This higher 

spending also would contribute to high~r deficits. 


I 

The deficit was alr~ady e~pected to decline durihg this period because ofactions taken by 

the Bush administration: , ", . .1. .' .,' ' 
Four months before President Clmton's inauguration, the Congressional Budget 

, I 

Office [CBO] h~d already projected a 26-percent decline in the deficit between 
1993 and 1995 -' and this was be/ork the President proposed the largest tax , 
increase in history. supposedly to redude the deficit. 

I 

I 


This predicted deficit improvement waS ,largely the result of the economic recovery 
that began in the, last year of the Bush aaministration. 

I 
, I , 

The President's claimed discretionary Javings result from the 25-percent defense 
downsizing undertaken during the Bush ~dministration - and every year President 
Clinton has spent those savings to expand domestic spending, not to reduce deficits, 

I, 
! 
I 

I 
I 

I 
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THE PRESIDENT'S "BALANCED BUDGET" PLANi ' 

CLINTON CLAIM: My balanced budget plan will st~1I invest and grow this economy. 
,. I 

FACTS: The President'sfiscal'year 199Tbudget doe~ not achieve balance except by using a 
gimmick.' , . . ' . ' ,j .' ..' 

i 
• 	 According to the testi~ony ofJune E. O'Neill, Di:rector of the Congressional Budget Office 

[CBO]: " ; .. CBO estimates that the basic pol,icies proposed in the President's budget 
would lower the deficit substantially but that the deficit would still total $81 billion in 
,2002." 	 .1 

• 	 The only way the President's plan can be desc}ibed as achievingbalance is_through its 
I 

mysterious set of "contingent" budget proposalsf 
! 

These total $124 ~il1ion over 6 years, w~th $84 billion of the "savings" in 2002. 

I 
The "contingent policies" include $67 billion in unspecified discretionary cuts. 
These reductions are in addition to th~ $16i billion in discretionary cuts in the 
President's basic budgetary proposal. i' ' 

, 
I 

The otheraspectofthe President's "contingent" !policies involves sunsetting his proposed 
tax cuts. 

• 	 , 

! 

With one hand, the plan he offers tax redhctions of$129 billion through 2002; but 
with the other he snatches back $90 billidn through tax increases. This yields anet 
total tax reductionof $38 billion. i" . 

i 
To balance the budget, he "sunsets"his taxcuts, thereby raising taxes $32 billion 

, I 

in 2001 and 2002. This takes back virtually all that's left of his net $38 billion tax 
cut, so that his actual tax reduction is onl~ $6 billion over 6 years. The sunset plan 
also means a net one-year tax increase ip 2002 of$16 billion. ' 

I 

I 
, 

, ARE WE BETTERPFF? 

CLINTON CLAIM: "We got those interest rates doJn ••." 
, 	 I 

i 
FACTS: In fact, interest rates fell during 1995, as Congress worked to develop a credible balanced 
budget plan. The rates began to rise again early in 1996, when budget negotiations between the 
White House ,and Congress ended. [See Chart 5 on the n;ext page.] 

, 

. 
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Chart 5 	 I 

INTEREST RATES 
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CLINTON CLAIM: "Wage~ are 
, 

going up for the firs1t	
I 

time i~ a decade." 
, 

FACTS: According to the Census Bureau's 1995 report dn "Money Income in the U.S.," the same 
report cited by the Clinton administration: ' f 

I 
I . 

• 	 Overall [median] household income has ~ot recovered to its 1989 peak at the end of the 
Reagan expansion ($35,421 in 1995 dollars). Household income was $33,187 in 1994 and 
$34,076, both figures 'lower than the 1989 level. ~ 

, , 
. . I 

• 	 The earnings offull-time year-round workers feU from 1994 to 1995, by 0.7 percent for men 
I 	 . 

and 1.5 percent for women. 
I 

. 	 . i. 
• 	 . The Census report also said: "The percentages of both men and women who worked year 

round fu II.time increa'sedbetween 1994 and 199:5 ... However workers of neither gender 
experienced an increase in earnings." I 

I 

: : . I ' 

CLINTON CLAIM: The incomes for "all groups of "eopie are growing." 
, 	 , ' I 

FACTS: This claim 'is incorrJct, ~ccording to\he CensJs report. , , 	 I 
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, 
" 

I 
I 
I 
I 

. Twenty States show decreases in real median incomes since 1993. 
. 	 , 

I 

Real median household income since 1994 droppbd 5.1 percent for Hispanics and dropped 
2.4 percent for Asians. ' 	 I 

. I 

I· 

I 

MEDICARE i. 
, , I';' ,i 	 " 

CLINTON CLAIM: [The ~ep:ublican1 budget cuts Medicare $270 billion, more than was 
necessary to repair the Medi,care trust fund.' .!.' . 

FACTS: None of the Republican proposals cut Medicar~. 
I· 

.. 	 The Medicare PreserVation Act did not cut Medicare, but slowed the growth from a 10 
percent increase' each year to a 7 percent increase ~ach year. The p.1an would have increased 
spending from $177 b,i1lion in 1995 to $289 billion in 2002, and it would have increased 
spending on each beneficiary from $4,800 in 1995 to $7,100 in 2002. 

, 	 I· 

In the President' s He~lth Security Act that he prbposed in 1992, he used more than $200 
billio,n in Medicare savings to create more govbmment bureaucracies. In doing so, the 
President employed the same explanation about slpwing the growth of spending rather than 
cutting the program. He said: "Medicaid and Medicare are going up at three times the rate of . 
inflation: We propose to let it go up at tWo times the rate of inflation ... Only in Washington 
do people believe tbat no one can get by on two tirites the rate of inflation. So, when you hear 
all this business about cuts, let me caution you that 'is not what is going on." (October 5, 1993) 

The Medicare plan in the Balanced Budget Act more than met the President's standard set for 
his own Health Security Act, as Medicare would growmore than twice the rate of inflation 
of3 percent, increasing spending on average 7 percent each yea'r. . 

CLINTON CLAIM: "[The Republican Medicare plan] would have charged seniors more for 
out of pocket costs as well as . more in premiums because doctors could have charged them , 
more." 

FACTS: The Republican Medicare plan did not inctease out-of-pocket costs for Medicare 
beneficiaries. The plan contained no new or iricrease4 deductibles or coinsurance. while the 
President's Health Security Act proposed copayments, which do not now exist, for home health care 
and c1inicallaboratory benefits. : 

, 

.. 	 The Republican plan proposed maintaining the Medicare Part B monthly premium at the 
same percentage ofpr<;>gram costs as it was in 1995.-31 percent. Beneficiarie~ would have 
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seen this monthly payment which was $46.10, at the time of the Republican proposal-­
increase by Inflation,: as It does every year. 

.. 	 The President's commentthat "doctors could have charged them more" is misleading because 

the Republican plan ip no way changes current I~ws that restrict the amount providers can 

"balance bill" Medicare beneficiaries in traditional fee·for·service Medicare. And - under 

the Republican plan -;-- beneficiaries would always have the option to stay in the traditional 

Medicare fee·for-service plan. I ' 


: 	 ' I '" '_ 
CLINTON CLAIM: "The American HospitalAssociation ••. all said hundreds of hospitals 

could close and Ileople would be hurt badly under the Dole-Gingrich Medicare plan that I 

vetoed." 

-
I
I 


I 
" I 

FACTS: While payments to Medicare providers grewj by over 10 percent last year, health care , I 
. spending in the private sector grew at a rate below 6 percent, primarily because employers and other I 
buyers of insurance are demanding lower premiums. Asia result, hospitals and other providers are' 

positioning themselves to compete in a health care systerri where total resources will grow much less 

rapidly than they have for many decades. Hospitals have :proven again and again that they have the 

ability to make up for payment reductions through productivity increases. 


, 	 I,,'· I ' 

.. 	 In June 1996 testimony before the Ways and Mbans Committee, the Prospective Payment 
, Assessment Commission (The commission estab,lished by Congress and the White House to 


advise the Congress and the Secretary of HHS 'on Medicare's payment policies and their 

effects, on beneficia~ies)' reported that in 1996~· the average hospital profit margin from 

Medicare payment is, expected to be 8.8 percent. ' 


, 	 I 
I 

.. 	 The hospital inflationary incre~e assumed in th~ Republican plan falls within the range that 

ProPAC recommended in their March 1996 report. (In its report, ProPAC.supported an 

update between mark~t b~ket minus 0.7 and market basket minus 2.0 percentage points. The 

most recent Republiqan proposal includes mar1et basket minus 2.)' , ­

.. 	 The Medicare Preservation Act include 2 spendi~g proposals to supplement the payment of 

urban and rural hospitals which are highly depem~ent on Medicare payments. In addition, the 

Republican plan allows higher inflationary updates for high priority hospitals which are 

classified as "Sole Community Hospitals." I 


, 	 I 
, , 
! 

_' ' ' I 
CLINTON CLAIM: "It was simply wrong to finance their last scheme to cut Medicare $270 

billion to run the risk of it withering on the vine." 
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i 
.""",,1 

I 

FACTS: CBO's estimate of the Medicare Preservation Apt stated it would not diminish the quality 
of the Medicare program, and that with the reforms in 'place, the program would be sufficiently 
.
funded. I 

I
I 
I 

, i 
CLINTON CLAIM: "I veto~d Senator Dole's Medicare plan that would have forced a lot of 
seniors Into managed care,: and taken a lot more money out of their pockets, and led to 
Medicare withering on the ~ine." I " 

,I 
FACTS: This is absolutely faJse. 

I 

The Republican plan did not force Medicar~ beneficiaries into managed care. All 
beneficiaries were given tne option to choose from among a variety of health care..alternatives 

including managed:car~. But any beneficiary who so desired, could have chosen to remain 
in the traditional fee-for-service Medicare plan wi~h no increased co payments or deductibles. 

, . 
I 

i 
Many ofthe health care plan alternatives that were offered to beneficiaries in the Republican 
plan had the potential of saving beneficiaries a 'large amount in out~of-pocket costs they 
currently must spend:, on ;prescription drugs, co~1ayments, deductible, and supplementary 
insurance. 

The Republican plan would not have allowed the ~aditional Medicare to "wither on the .vine" 
so long as any Medicare beneficiaries still chos~ this as their health caredeliver option. 

i 

CLINTON CLAIM: "But it won't be possible to do ifhis tax scheme pass'es, because even his 
own campaign co-chair, Senator D'Amato, says he'lIh~ve to cut Medicare even more than was 
cut in the. bill that I vetoed." 

FACTS: According to the Dole plan, Medicare spendin'g would increase according to the budget 

. passed by Congress for Fiscal Year 1997 (which includedlMedicare savings of$158 billion over the 

next 6 years). Actual spending :difference from the Clinto~ Medicare plan is 2 percent over the 6 year 

plan. (Clinton $1.510 billion v. Dole $1,479 billion) 1 

CLINTON CLAIM: "Now, ~y balanced-budget plan adds 10 years to the life of the Medicare 
trust fund, 10 years." : ' . 

FACTS: According to the Pre~ident's Medicare trustees, the Medicare Hospital Insurance Trust Fund 
is projected to be bankrupt in fiscal year 2001. Accordink to the Congressional Budget Offic~, the 

, , 
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administration's plan would only save the trust fund untili2002,adding I year to the life of the trust 
fund, not 10. 	 ' I 

I 
, I 

.. 	 A large portion ofthe savings in ,the Administratioj,'s plan simply transfers spending from the 
Hospital Insurance Trust Fund (Part A) to the Supplementary Medical Insurance Trust Fund 
(PartB). " ,- . I ' , 

In a letter from CBO Director June E: O'Neill td Senator Domenici states in a letter dated' 
May 15, 1996: 

I
' 

"CBO estimates thatthe Administration's Medicate Proposal, including the transfer ofcertain 
. 	 I 

spending for home he~!lth services to the Supplenlentary Medical Insurance (SMI) program, 
would postpone [the oankruptcy date] to 2005. Without the transfer, CBO estim_ates that the 
trust fund would become insolvent in 2002." , 

I 

I. 

In other words, without the accounting gimm ick o~transferring spend ing; the administration's 
plan would add one year, not 10 years. 

WELFARE REFORM' 
• I 

CLINTON CLAIMS: "We ~oved nearly 2 million pebple from welfare to work working with 
States and communities." 

, 	 I' 
FACTS: The statement takes credit for reforms that were undertaken at the State and local level. In 

, addition, caseloads might be even lower today if the Clintbn administration had not stood in the way 
of State efforts to implement meaningful reform. " ' . 

, 
,~ 	 For example, the Clinton administration never ac~ed on Wisconsin's request fora waiver of 

Federal laws that would have allowed the Stateto Implement its work first reform plan. It took 
the 104th Congress to adopt comprehensive welfare reform legislation to permit Wisconsi~ 
to begin implementin,g its reform proposals. I 

I 
.. 	 In virtually every case in which the administration granted waivers, States were required to 

modify their original 'program to obtain Federal :approval for the waiver. That lefnhe real 
power in the hands of the Department of Health and Human Services and Washington 
bureaucrats, diluting the benefits that could have tJeen obtained from the experimentation that 
the States were seeki~gto initiate.! . 

.. 	 The Clinton adminis~ration did not approve fo~r parts of the Ohio waiver request. For 
example: .. !'" , 

,I. 

Committee on the Budget 
U.S. House of Representatives I 

I 

The President's Debatable Claims 
Page II 

I 



1· 

I .I 
, II ' . I, ,.. .. 

The administr~tion watered down the 36 month time limit on AFDCeligibility for 
participants in:the :AFDC JOBS program, essentially making the time limit not apply 
if the person is unable to find a job afte(making a good faith effort. 

The administ~ati~ndenied' the ~tate's rlquest to block increases in: Food Stamp 
benefits for p~rs()~s whose AFDC benefits are reduced as a ~ction for a failure to 
comply with conditions of the new Ohioiprogram. 

The admini~t)ation denied the state's reJuest that persons found guilty of welfare 
fraud could h:ave;their Medicaid benefit's revoked (the provision applied only to 
adults in the Household - children's behefits would have continued.) 

i: . . I .. .'. . ' 
The administr~tioh limited the states abil;ityto expand its subsidized job program, 
even though it contained safeguards against eliminating cur;rently existing jobs to. 
create new subsidized jobs. I,.. . 

The administration \!e~oed' welfare refonn legislation t\,,:ice before finally signing the third 
legislative proposal passed by the Congress in a y~ar. It contended that it was reforming the 
system through waivers;bl-lt very few waivers ~ere granted statewide, and most of them 
involved nOri-controviersial issues such as requifing teenage mothers to attend school or 
remain in their parent~ horne as a condition of receiving benefits. 
.. , ' ' : .. 

Mor~over, since the Abministration signed the CoAgressional Welfare Reform bill in August, 
it has continually state~ its goaJto undo importantlparts of the bill, including the Food Stamp 
reforms and the limitat,ion?n welfare eligibility fo~non-citizens. Shortly after signing the bill, ' 
the President approveq a \l{aiver for the District oflColumbia that would have gutted the time 
limits provisions ofthe biq for up to ten years for Dc welfare recipients. That was an example 
ofa waiver being used: to gut reform. It became cohtroversial enough that the,Administration 
later changed its position and canceled the waiv~r~ . ", .' ...,

.:: . I 
, I 

. EDUCATION 
, , ' ' I, " : ' 

" J' :. .. 'I,' " 
CLINTON CLAIM: "That budget you passed that I vetoed would have .•. cut back on student, 
loans and scholarships." , 

FACTS: Under th~, Republican B~lanced Budget Act, st~dent loans would have grown from $24,5 
billion in 1995 to $36.4 billion in; 2002 an increase of more than.50 percent. 

• .. Republi~ansdid reduhed ;the tax~ayer contributi~n to the student loan program by cutting 
, subsidies paid to bariks. Although President CHnton has attacked Republicans for these 
reducti(:ms, he includ~d most of these cuts in his! fiscal year 1997 budget proposal. . 

! ' 'f 
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, 
I 

Republicans also save? money by capping the ~o~ernme~t controlled direct lending pr?gram 

at 10 percent of loan volume because we thmk; the prtvate sector can do a better Job of 

running student loans than,a huge government bureaucracy. All the savings in the Republican 

budget came from red:ucing subsidies to b~nks ard limiting government bureaucracy. 


President Clinton's fiscal year 1996 budget pr~posed the elim ination of six scholarship 

programs, including the Christa McAuliffe Fellowships and the State Student Incentive 

Grants. In his fiscal year 1995 budget, Presideht Clinton tried to tenninate the Perkins 

Scholarship program.' . I' 


CLINTON CLAIM: "I might say the results (of the Milwaukee school choice plan] are highly 
ambiguous." I I ' 

I 

! 
I 

FACTS: A recent Harvard University - University ofHo~ston study looked at students who applied 
to the choice program and were accepted or rejected by t,he lottery. 

Reading scores for th~ choice students in their :third and fourth years averaged 3 and 5 

, percentage points higner, ,than those of the pUblit school students. 


I , 	 I 

Math scores averaged;S and 12 percentage point! higher for the th ird and fourth years. 

, 	 i 

i 


CLINTON CLAIM: " ... I yetoed the budget that YQu passed with $30 billion in education 
cuts." I 

, I, 
FACTS: The Balanced Budget Act, which the President vetoed, contained S4.9 billion - not$30 
billion - in educ~tion saving~ over seven years. i 

These'savings were a~hieved by cutting funds p~id to banks in the student loan ,program. 

Although he has attacked Republicans for these re'ductions, President Clinton included most 

of these cuts in his fiscal year 1997 budget prop6sal. 


, 	 I 

• 	 Republicans also saved money by capping the gov~rnment controlled direct lending program 
at 10 percent of loan volume because the private s<fctor can do a better job of running student 
loans than a huge government bureaucracy. I 

, , 
, 

1 

FIGHTING CRIME 
I 

CLINTON CLAIMS: "We passed the 100,000 police ..:. Now let's keep going by finishing the 
work of putting police on the street and tackling juve6i1e gangs." , 

, , 	 , 
I 
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I 
I 

I 
FACTS: The program sounds better than its results. I 

, 

I 
According to Investor's Business Daily on July 16; 1996: " ... the numberofnew police on the 

street falls way short of that lofty goal, and a significant number are patrolling parks and 

marine sanctuaries, not tough inner city street or even suburban enclaves." COPS award 

documents showed that the Clinton administrati6n has provided millions of dollars of the 

COPS funding to Environmental Protection Ag'ency offices and state parks- and not to 

prevent violent crime. : 


, j 	 . ! 
I . , 

The administration has sought more Federal spending and control under the guise of putting 
100,000 new police officers on the street by the y~ar 2000. But little ofthe President's "cops 
on the beat" funding has gone where it is most needed. Many cities with the highest violent, 
crime rates have rec~ived a disproportiondtely1small amount of (he "cops ()!1 the beat" 
funding. " ".i '." ' 

The President's "cops on the beat" program II requires, a 25-percent local match for 
communities to recei~e any Federal funds, and the 1994criine bill allows the Attorney 

, General to favor applicants that exceed the 25-percent match. Hence. a disproportionate share 
of the Federal money tan go to wealthier commJnities, not those with more serious crime 
problems. . I' 

The "cops on the beat'; program includes so man~ conditions on receiving funds that many 

officials have chosen n,ot to apply because the program is too expensive. Further, if the "cops 

on the beat" program is to result in 100,000 m!w officers, it will require $28 billion of 

additional local spending. ' I ' 

' i 	' , 

"The "cops on the beat" funding for police is graqually phased out over the 3-year funding 

period so that the States eventually assume the' full costs of the officers. Therefore, the 

communities that hireq the police officers under th~ President's program will, in the end, have 

to either pay their full cost or let them go. i 


i,, 
I 

SUPERFUND! 
I 

CLINTON CLAIM: "(Their,budget] cut funds to clea? up toxic waste dumps ... by a third." 

FACTS: The Congress never s~nt the President legislation that cut the Superfund program by a third. 
Furthermore, his criticism attempts to obscure the real !issues of the program: it is incapable of 
achieving its fundamental goal:ofdeaning up hazardous waste sites. President Clinton's 1996 budget 
even stated that the "prograrn attracts criticism for costing too much and accomplishing too lirtle." 

, " 

; , I 

~ 	 This criticism of Superfund is not ,new. In 1994, the House Comm ittee on Commerce, then 
controlled by Democr~ts, stated: "[T]he program " weaknesses are recognized by virtually all 

'Committee on the Budget 	 The President's Debatable Claims 
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I 

. 	 I 
, 	 i 

Superfund stakeholders." The Environm.ental PrJtection Agency's own Inspector General 
recently echoed this concern when he wrote that "t~e various requirements under [Superfund] I 

I 

and how the laws are itnplemented ... can result in /nore a focus on achieving prOces~ steps, I 
rather than accomplishing end results (Le., site cleanups)." I 

I 
I 	

I 
I 

• 	 What is important, arid what the Republican bu~get directed EPA to do, however, is to ; 

prioritize those sites t~atpose the greatest imme1iate health risk to the public. . 

I 

I
MEDICAID 

I 	 I 

.1CLINTON CLAIM: "And firtally, their budget withdr~w the national guarantee of health care 	
I 

I 

to poor children, families with children with handiCap.s~ and the elderly in' nursing Itomes, poor I 
I 

I 	 . Ipregnant women." 	 I 
.1 

FACTS: To protect the most vulnerable, the Medicaid refonn legislation in the Republican budgets 
all include. coverage guarantees requiring the States to' cbntinue to cover the following groups: .

'. i 	 . 

• 	 Pregnant women and child~en under age 6 with fa~ i Iy incomes below 133 percent ofpoverty. 
, 	 ' I • 

• 	 Children a~e 6 to 12 J,ithfamily incomes below 1100 percentof poverty.. 

• 	 Disabled individuals, including children, who ~ee~ specified income and resource standards. 
, , . 	 I, 

I . i 	 • 

• 	 Elderly individuals, inCluding those in nursing ho'mes, who meet SSI income and resource 
standards. i 

I 
• 	 The House-passed Welfare and Medicaid Refonn Act of 1996 added to this list a phasing in 

of children aged 13 to,18 with incomes below 100 percent of poverty. 
, , 	 !. 

• 	 Further, the Republican b~dgets ofthe 104th Congress provided adequate Federal funds to 
assure that the States ~ould have the money to ~ay for such care .. 

I 

• 	 For ekample, in the latest Medicaid refonn propo~al, the Welfare and Medicaid Refonn Act 
of 1996, Medicaid FederaJ'funding increased fromithe current level of$95.7 billion to $136.5 
billion in fiscal year 2002. '. I 

I 

i 
i 
i 
I 
I 
I 
! 
I 
I 

. I 

I 
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REDUCING THE SIZE OF ~OVERNMENT 
! 

. CLINTON CLAIM: "W~ ha've reduced the size of the Federal Government to its smallest size . . I 
in 30 years." I 

.... !. 
FACTS: The bottom line is that the Federal Government spends more, taxes more, and regulates 

. more than at any time in history',Beyond that, President Cfinton's claim of reducing the Federal 
civilian workforce by 244, 700full·time eql,livalents [FTE;s] from i993 through 1997 is misleading 
on several counts, including the following: . 

1 	 ..! 
• 	 More than tw~thirds of the cu~ (163,900 FTEs) is from the Department of Defense. These 

personnel reductions actually come from the deferlse downsizing of the Bush administration, 
which occurred because the United States and its allies won the cold war under.the Reagan- .. 
.. "... I . 

Bush administrations., . ., ! ..' 
, I. 	 ' . 

• 	 The President also claims credit for personnel' reduction caused by sunsetting of the 
Resolution Trust Co~ratjon [RTC] which was atemporary agency that was scheduled to 
finish its ~ork by December 31, 1995. I , I 

. I. 
, From the 1993 base year to 1997, Clinton's budget wi II add 15,800 FTEs in non-defense 

executive branch civilian employment. Moreover, the President's budget actually adds 

13,700 new FTEs in Jf!97 when compared with )996 levels. Most of these are in agencies 

that had reduced FTE$ in ,previous years, stich a~ the Commerce Department, the Interior 

Department, the Treasury Department, the Department of Labor, and the Department of 

Health and Human Services. The Department ofTransPQrtation had no employee reductions 

at all. I. 


I 

I 

• 	 Overall, the President'~ budget adds a net of 3,000 non-defense Federal employees in 1997 
compared with 1996. ' i 

I 
. I • 	 Although the total nUlT)ber of Federal employees ~ay be lower, the number of nondefense 

employees is 230,000 greater than in 1966. 

I 
Meanwhile, in the past two years the Republican Congress has tenninated 297 Federal 

'programs, according to the Appropriations Committee. . . 


" 	 1 
I 

DEFENSE 
. 	 ' .

I 	 . 

CLINTON CLAIM: "~ •• Wfve managed the end of~he Col~ War supporting a big drop in 
nuclear weapons in Russia •• ;. the integration of Central and Eastern European democracies, 
into a new partnership with ~ussia ..•"1 . 

, 	 i 
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"I 

I 
FACTS: President Clinton is taking credit for measures which won the cold war under Republican' 
administrations. i ' I 

" I ' 
~ Not only were the Soviet Union and the Warsaw ~act defunct by the time he took office, the 

, landmark arms control: treaties that reduced Russian nuclear weapons were negotiated under 
'Presidents Reagan and Bush. The disposal ofRus~ian nuclear weapons was initiated under 
the Nunn-Lugar legislation passed before he took office. 

1
, 	

, 
1 

, 	 ' ' 

~ 	 The Partnership for Peace initiative of President Clinton isa means of delaying NATO 
membership for Central and" Eastern' Europban democracies. There, is substantial 
disillusionment in tho~e countries about the slo~ pace of integration into NATO. , 

I 

:, I 	 . : ' 
CLINTON CLAIM: "There are no nuclear missilespo~nted at the children of the United States 
tonight and have not been in our administration for the first time since the dawn of the nuclear 
age." I 

FACTS:, This claim is meaningless in military terms. Ruskian nuclear missiles can be retargeted in 
I, 	 , 

about 15 minutes. " 

CLINTON CLA:IM: "Wema~e progress in Northern Iteland ... we are better orr than we were 
, four years ago~" I 

FACTS: Not only has the killing resumed in Northern Ireland, the British Mainland has been 
subjected to a new wave of terrorist bombing. i 

, 	 ! \ •. 

In the ,past two weeks, British police raided an IRA stronghold and found 10 tons of 
explosive. ' 

.. 	 While President Clinton highlights his antiterrqristinitiatives, the fact remains that his 
invitation ofGerry Adams to the White House was a setback in the fight against internationa,l 
terrorism. Adams has nev~r renounced violence ks a political tool. ' , 

CLINTON CLAIM: "There is very little difference: " in the budget that I propose and tlle 
Republican budget over the ~ix-year period. ! " ' , 

I 

FACTS: Over the next two ye~rs, the President's defense: budget is $25 billion in budget authority 
below the Republicans' proposed levels for fiscal years 1996 through 1998. 

, " 

I 
, ' 
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CLINTON CLAIM: '''We ark spending a lot of mone~ to modernize o~r weapon systems. I 
proposed a lot of improvemehts in the quality of life for our soldiers ••. " ' 

; 	 " 

FACTS: The Presidenf in fact ~etoed last 'year's defense authorization bill before changing his mind. 
'I 

.. 	 His administration hasipersistentlycriticized Congressional defense budgets for spending 
more on modernization than he has proposed. ' 

, I, ' 

l. 	 , 

," , 	 According to the ~on~artisan General AccountiJg Office's audit of the Clinton defense 
program, the admiilistra:ti(~m has 'not programmed nearly enough money to fund its own 
modernization prograr;' : ' I ' ' 

, , ~ 	 I .. 	 While the President claims credit for quality of life improvements for our trQops, it took 
Congress to increase f~nding for quality of life p~ograms two years in a row, -, ' 

1 

i 
I 

I. 

I 

I 
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'. TAKING CREDIT FOR THE DAWN 

TlJE PRESIDENT'S CLAIMS versus 


CONGRESS' DEFICIT REDU(:TION RECORD 


1 October 1996 
i 
I 

INTRODUCTION 
! 

In February 1995, amonth aft~r Republicans took contrcll of the 104th Congress, President 
Clinton proposed a fiscal year 1996 budget calling for a aeficit of$211 billion. But when the 
fiscal year ended yesterday, the aCtual deficit was down to $116 billion - $95 billion below the 
President's proposal. The President has tried to claim crJdit for this deficit reduction. In fact, he 

. . . I 

keeps trying to claim credit for reducing the deficit 4 years in a row and cutting the deficit in , 
half. But his record shows that he has consistently sought more spending, more government, and 
higher deficits. ' i . 

I 

i 
This packet, prepared in respdnse:to Members' questions, clarifies the facts of deficit reduction. 

I . . 

It shows that deficits are lower than projected because oflhe ~epublican Congress, not the 
. administration. In fact, Congress' spending restraint will yield $320 billion of deficit reduct!on 
between now and 2002. 

TAKING UNDUE CREDIT FOR DECLINING DEFICITS 
I 

In both his pre-election-year budgets [for fiscal years 1995 and 1996], President Clinton 
proposed high spending (lnd higher deficits. But:Congress' spending restraint reduced 
deficits below the levels proposed by the President [see Chart 1 on the next page]. 

, 

I> In February 1995, one month after Republicans iook control of the 104th Congress, 
President Clinton proposed a fiscal year· 1 996 budget·calling for·a deficit of $211 billion. 
But when the fiscal year ended yesterday, the actual deficit was down to $116 billion­
$95 billion below thePre~ident's proposal [see Chart I]. 

i 
This document was prepared by the majqrity stafT of the House Committee on the Budget. It has nOI been approved by the full 
committee and therefore may not reflect the views of all the committee's members. 

i ' . I 
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Chart I 1 
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In fact, the President's fiscal year 1996 budget for increasing the deficit from 
, ,$211 billion to $276 }jillion by2000[see Chart 2 below]. 

. . .1. . . 

. t , 
Chart 2 

PROPOSED DEFICITS IN CLINTON'S FY1996 BUDGET 
;. '1 ' ',' , 
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I 

i 

I ' 

I 
I 

This follows the Presic!ent'sestablished pattern: All three of his pre-election-year 
budgets [for fiscal yeats 1994, 1995, and 1996] proposed deficits in the range of $200 
billion a year or m'ore for as far as the eye could see [see Chart 3 below]. 

" I, 
, . ~ 

,
Chart 3 

PRE-ELEGTION YEAR CLINTON 'PROPOSED DEFICITS: 
Annual Deficits Proposed in Clinton Budget Submissions 

, !forFY 1994 - FY 1996 
I ' 
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,i-I , 
While the President keeps trying to take credit fdr lower deficits, his record shows he has 

,- , I 

made every effort to block deficit reduction, inclpding the following: 
- I , 

Lobbying hard againsta constitutional a~endment to balance the budget. In a 
•November 1993 letter to Senate leaders, jhe wrote:, "The balanced budget 
amendment is!, in the first place, bad economics.'" " ' 

, I 
I 

Proposing a government takeover of the INation' s health care system that would 
have increased deficits by $122 billion over 7 years. 

I ' 

i 
Vetoing the Balanced Budget Act, whic? would have balanced the budget by 
2002. 

i 
, ' - ! ' 

Seeking $60 0,illion more in total spendi~g for fiscal year 1996 than what was' 
,approved wh~n Congress finished this year's budget work yesterday. This higher 
spending also; would contribute to higher deficits. 

- 1 

I 
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.. In trying to claim credit fo~ 4 consecutive years o~ d~ficit reduction, the President 
resembles the rooster taking credit for the dawn. Four months before president Clinton's 
inauguration, the Cong1ressional Budget Office ha.d already projected a 26-percent: .', , 
decline in the' deficit b~tween 1993 and 1995 - dndthis was before the President' 
proposed the largest tta increase in history; supposedly to reduce the deficit, 

, .' ..' i 	 i 

O~ly~fter the 104th C~ngress proved it couid balance the budget by 2002 and cuttaxes 
at the same time did Ptesirlent Clinton begin to erldorse the balanced budget goal -'- and 

I I. I.' 	 . 
now he claims to be ~ ?orn-again budget balance~.· . 

, I' 	 i 

I 
I . 	 . " . 

THE CLINTON VISION - MORE SPENDING, MORE TAXES, 
. I . , : ' . 

MORE GOVERNMENT, MORE DEFICITS 
; • f,. 	 I,' . '. ' 

The President talks the talk of~periding restraint,but his fecord shows that ne does the opposite. 
, . : : 	 " i ' ' ,'., , 

• 	 In the four budgets he ~as pr,oposed [for fiscal years 1993 through 1997], his '.'new ' 
initiatives" have calle~ for increasing spending by $659 billion from 1993 through 2002. 

! i . i···· . .. 	 He proposed a$16 biIJiion ,"stimulus" package; a ~ovemment takeover of the Nation ~ s 
, I ; . 	 , 

health care system tha~, oVer 7 years, would have increased Federal spending by $310 
billion, raised taxes by:$190 billion, and increasea deficits by $122 billion.' . 

. .1,, : ., I·· • , . ' ' . 
. Though he now claims to rvant a bahmced budget, his budget" for fiscal year 1996 called 

for $60 billion morespending than what was approved when Congress finished this ' . . '. '. 	 . I 
year's budget work yesterday. 	 ' , ' .' 

.. 	 I,; ., I' '. . .' 
These items explain why the President keeps' proposing deficits, of $200 billion a year or 
more: Higher spending means higher deficits. 

1 
I ' 

CONGRESS' RfCQRD versus !HE PRE,SIDENT'S RHETORIC . . 
. , ' ',. . . I·, ',' 

• 	 The table on the next p'ag~ shows how the spending restraint of the Republ ican-Ied 1 O~th 
Congress will yield $3,20 billion iry deficit reduction between now and 2002. ' 

!. , 	 .' I ,.' , 
, 

• 	 This figure includes savings from discretionaryspending cuts; ~nactmentofwelfare 
reform, health insuranfe reform, and ,the farm bilil; direct savings in interest payments 
because of the lower d,efi~t; and inter~st savingsjfrom the decline in interest rate's th,at 
occurred because ofCongres~' commltmenUo balance the budget. '. ; 

',I. I ' 	 , 
i 	 I 
i 	 f 

I, 
,I 

' 

,. 
! 
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DEFICIT :REDUCTION ENAbTED TO DATE 
, I 

by the'REPUBLICAN-LEP CONGRESS 
(In billions ofdoll~) 

f 1996­
i 2002
I 

i 

Deficit Reduction Due to Legislative Action 

Discretionary Spending Reductiobs ................ -53 
, . ! 

Welfare Refonn ...... : .................... !.................... 
 -54 , -
H~alth Insurance Refonn ............ 1.................... 
 -5 
Fann Bill ..................... ~ ................ ~ ................... -3 , l 

Contract with America Advance~ent Act ...... -4 
,, . 

Interest Savings ! 


Due to;Policy Changes ............ : .................... 
 -23 
I . . 

Additional Deficit Reduction Resulting 

from the Republican-Led Congr~s 

Interest ~avings ! 


Due to;Declining Interest Rates ................... 
 -178 
, 
I 

Total Defi~it Reduction Enacted 

by the R~publican-Led Congress -320· 
, 

. - -_.. ',-" .. ­ , --- ­
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Congress of the United: States 

I Washington, DC 20515 

I 

PRESS RELEASE 

Congress Brings Budget Deficit Down to $109 Billion, 

Budget ~ommittee Chair.pen Announce 
 > 

For infonnation contact: 
Bob Stevenson (202) 224-5289 

Adrien MacGillivray (202) 226-7270 
.,I . 

Washington, DC, October 9, 1996 - The Federal budg~t deficit for fiscal 1996 will fall to 

about $109 billion, more than $55 billion lower than last year's deficit and more than $100 


. billion below the deficit proposed by the Clinton administration in the President's fiscal 1996 

budget, according to the chaimien of the House and ~ena~e Budget Committees. 

I I 
.1. 

Thechainnen - Sen. Pete V. Domenici of New Mexico *nd Rep. John R. Kasich of Ohio 
attributed the improved deficit perfonnance, in part, to Congress' detennined efforts to restrain 
spendIng and pursue a balanced Federal budget by 2002. Another factor has been Congress' 
advocacy of changing tax polic'y to encourage capital foni'tation and job creation. This was the 
first full year of Republican congressional stewardship o~er the Federal budgefin 40 years. 

1 
, I 

. "This is good news for American taxpayers," said Domedici. "It shows that when Congress 
really wants to control spending, it can. However, wecan~ot let up; we owe it to all Americans 

. to force the Federal Government tq live within its means." 

I 

House Budget Chainnan John R. Kasich called the deficit decline another major success forthe 
] 04th Congress. "This is the ki.nd of dramatic change we bromised the American people," he 
said. "We made a pledge to get Federal spending under c\mtrol,and we kept our word." 

I 
, I 

I ' I 

The U.S. Treasury Department will publish the deficit figure, which applies to the fiscal year that 
ended September 30, later this month. The announcement by the two Budget Committee 
chainnen was based on Treasury Department data that are not expected to change significantly. I . . 

, I . 

The chainnen attributed the deficit improvement - whic'h is even better than th~ $116 bi Ilion 

deficit projected by the Congressional Budget Office [CBO] in August - to several factors 


I I, 

resu Iting from Congress' work du~ing 1995 and 1996: I , . .' . 

I .. CUITING WASTEFUL 'YASHINGTON SPENDING I 
, 
For the first time since 1969, Congress 

actually cut "discretionary" spending [spending that is approved ona year-by-year basis] 
. I , 

Domenici-Kasich Page I 



, i. 
by $13 billion from the; 1995 level. Congress also Ispent $60 billion less in total Federal 
spending than President Clinton requested in his fiscal year 1996 budget. . 

. i : I . 
LOWER INTEREST RATES ~ Congress' commitm6nt to balancing the budget drove down 
interest rates throughout 1995, resulting in lower aebt service costs for the government. 
The rates. had been growing throughout 1994, until the November election that delivered 
Republican majorities to the House and Senate. "ftle rate on the 30-year Treasury bond 
was over 8 percent at t~e ti~e of the election, butihas fallen to 6.8 percent now. 

CHANGING THE ONE-SIZE-FITS-ALL MENTALITY OF ENTITLEMENT PROGRAMS TO GIVE 

STATES MORE FLEXIBILITY - Even as the President resisted Congress' efforts to reform 
entitlement programs ard move money and authority out of Washington, States began to 
take on the job themsel~es, developing innovatio~s and efficiencies that have saved 
Federal taxpayers billions of dollars. For example, even though the President vetoed the 
Medicaid reform embdced in the Balanced Budget Act of 1995, Medicaid spending has 
slowed to about 3 percent a year, less than one:..third the rate of growth projected by CBO 
in April of 1996. This has occurred because StateS, responding to congressional efforts to 

• I 

. restructure the Federal/State Medicaid program, nave undertaken reforms on their own ... 
I 

Another factor in the deficit improvement is additional ca~ital gains revenues. During 1995, the 
Republican-led Congress proposed reducing the capital gains tax rate to promote capital 
formation and job creation. Even though the rate reduction was vetoed by the President, 
approximately $15 billion in higher-than~anticipated capital gains revenues were collected when 
taxpayers filed their returns in April. The apparent reason1for the added revenues is that 
taxpayers anticipated the rate reduction, and therefore realized more capital gains in 1995, the 
tax year in which the reduction:was expected to occur. . 

Both chairmen were quick to pointioutthe continued need for the kind of spending restraint 
exhibited by the 104th Congress. Without such continued!restraint, they said, the deficit will 
explode once again. . 

Domcnici-Kasich Page 2 
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WHY THE DEFICIT HA.S DECLINED 
: 	 i . . 

THE PRESIDENT'S RHETORIC versus CONGRESS' DEFICIT REDUCTION RECORD 
I 	 ! ' , 

, 
10 October 1996 i . , 

I 
I 

: . 	 i" . 

Data from the U.S. Treasury Departmentshow that the Federal budget deficit for fiscal year 1996, 
which ended September 3<l, wiJI plummet to $109 billion, ~he lowest level in 4 years. more than $55 
billion lower than last year's deficit and more than $100 ,billion below the deficit proposed by the 
Clinton administration in the President's fiscal 1996 budget This document, prepared in response 
to Members' questions, explains how efforts of the Re1publican-led 104th Congress to restrain 
spending and reduce the 'size And scope of government h~ve produced this dramatic improvement . 
in the deficit picture, The discussion also disputes the aqministration's efforts to claim credit for 
deficit reduction. It shows thaL to the contrary. the President's actions, as opposed to his rhetoric, 
hav~ been a major impedimen~ to deficit reduction. This analysis is organized as follows: 

i 
.. 	 TAKING llNDtJE CREDIT FOR DECLINING DEFICITS 

While the President tries to take credit for declini~g deficits, the record shows that his own 
. I 	 I 

1993 tax increase. supposed~,,' aimed at deficit r;eduction, failed. He then aggravated the 
problem by seeking higher spending and increasing deficits, and by blocking Congress' 
efforts to' reduce spending and deficits and balan:ce the budget. .............. PAGE 2 

TilE CLINTON VISION ,-MORE SPENDING, ~IORE TAXES, MORE GOVERNMENT, 
• j 	 i 

~IORE DEFICITS . , 

The President claims to advocate spending restr~int, but his record shows that he does the 
opposite. repeatedly p~oposiflg higher spending. ~irtually every time he has been faced with 
a real, legislative proposal to restrain spending, pe has opposed it . . . . . . . . . . .. PAGE 7 

1 , 
I ',·1 	 . 

ELECTION-YEAR MAKt:On:R: Tilt: PRESIDENT'S LEMON BUDGET FOR FISCAL YEAR 1997 


. After the Republican-led 104th Congress provdd it could cut taxes and sti1l balance the 

budget by 2002, the President fe'lt obliged in this:election year to come up with a balanced 

budget plan as well. ~ut his fiscal year 1997 budget ismerely a makeover that does not 

balance except through the use of a massive gimmick ............ ;........ PAGE 12 


, J i 	 l 

CONGRESS' RECORD h:RS(,S Tilt: PRt:SIDt:NT'S'RIiETORIC 

While the President t~lks: Congress acts. Actio~s already taken by Congress are expected 
to yield $320 billion in deficit reduction between now and 2002. . . . . . . . . . . .. PAGE 16 

! 	 . 

. ! " . i 	 . 
TIllS document was prepared by the majo~IIY slilff ofthc I louse' Committee on the Budget. It has not been approved by the fun committee 
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TAKING UNDUE CREDIT FOR DECLINING DEFICITS 

I 
I . 	 . 

While the President tries to take credit for declining defici~. the record shows that his own 1993 tax 

increase, supposedly aimed ai deficit reductionJailed. He:then aggravated the problem by seeking 

higher spending and increasing deficits. and by blocking Congress' efforts to reduce spending and 

deficits and balance the budget. The deficit reduction that has occurred during this administration 

results principally from congre~sional spending restraint o~ actions taken before President Clinton's 

inauguration. The President .'s true inclinations are clear in: the three budgets he proposed before the 

current election year. The proppsal he offered this year (for fiscal year 1997) was simply intended 


. to mask his higher-spending: inclinations. [This election-year makeover budget is reviewed 

separately in a section below.]' 

.. 	 In his budgets for fiscal years 1995 and 1996, the ;President proposed higher spending and 
higher deficits than w~at actually occurred. Congress' spending restraint brought deficits 
below what the Presid~nt proposed [see Chart 1 below]. 

. . i ." I, 
1 	 : .. 

.. . ,In February 1995, olle month after Republicans took control of the 104th Congress, 
President Clinton proposed a fiscal year 1996 budget calling for a deficit of$211 billion. 

, 	 I. 

But when the fiscal ye,ar ended September 30, thr actual deficit was down to $109 billion 
- $102 billion below:thePresident's proposal [~ee Chart I below]. 

Chart I I 

FY1995 and FY 1996 DEFICITS: 
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.. 	 The President's fiscal, year 1996 budget also called for increasing the deficit from $211 
billion to $276 billion by 2000 [see Chart 2; below]. These proposed deficit levels 
demonstrate thai the Presi~ent's 1993 tax increasf - which was folly in placeby this time 
- failed to yield the deficit reduction the administration claimed. Yet ,while he proposed 
these higher defiCits,' t~e President called Republidans "extremist" for trying to reduce them. 

.. 	 This follows the President's established pattern: All three of his pre-election-year budgets 
(for fiscal years 1994, 1995. and 1996) proposed deficits in the range of $200 billion a year 
or more in each year of tne 5-year budget period: [see Chart 3 on' the next page]. 

, 

Chart 2 
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.. ' In,his most recent pre~election-year budget (fiscal year 1996), President Clinton continued 
to propose greater spe~ding increases than the grqwth in revenue allowed, which is why his 

, proposed deficits con~inued to increase. j 

I 

, As noted above. the Pr.esident·s 1993 w~ by this time folly in place. but was clearly, 
failing to yie~d deficit reduction. ' 

, " 	 i ' 
Nevertheless( the President's budget continued to outspend the growth in tax 
revenue. In this budget. for every dollar tax revenue increase. the President 
proposed a 51.31 increase in spending [see Chart 4 on the next page]. , 

IU.S. HOUSE OF REPRESENTATIV$S WHY THE DEFICIT HAS DECLINED 

COMMITTEE ON THE BUDGET PAGE 3 ! 
! 
I 



-----

Chart3 t 1 

PRE-ELECTION YEAR CLINTON PROPOSED DEFICITS: 
, 0 : I 

Annual·Deficits Proposed in Clinton ~udget Submissions 
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While the President keeps trying to take credit f?r lower deficits, his record shows he has' 
made every effort to block deficit reduct,ion, including the following: 

.:' I .
i 	 I., 

Proposing a $16-bi Ilion government make-work program - calh!d a "stimulus" 
package - ~ith the spending to go into effect imm'ediately in 1993, at the same 
time he claimed he was trying to reduce;the deficit. . 

, r' 
, I 

Lobbying hard against a constitutional I amendment to balance the budget. In a 
November ) 993 letter to Senate leaders, he wrote: "The balanced budget 
amendment i~, in the first place, bad'economics." " 
'! 	 I . 	 . 

Lobbying streilUously against the Penny-Kasich amendment- a modest, bipartisan 
effort to sav~ $90 billion over 5 years. Put another way, the Penny-Kasich 
amendment called for saving 1 penny out of every dollar of government spending 

I 	 I .
over 5 years. ' 	 I 

r 
I 
i 

Proposing a government takeover of the Nation's health care system that would 
, 	 r 

have increased deficits by $122 bill ion over 7 years, 
, 	 I 

, 	 , 

Vetoing the Balanced Budget Act of 199$, which would have balanced the budget 
by 2002. i' 

Seeking $60 biilion more in total spen~ing for fiscal year 1996 than what was 
approved wh~n Congress finished the year's budget work on September 30. The 
higher spending sought by the President also would have contributed to higher 
budget defici~s, I 

I 
. ' 	 I 

. I, 	 I 

• 	 As recently as last spring, administration officia,ls were still speaking against the goal of 
balancing the Federa( budget: ' 

In testimony t6 the House Budget Committee, then-Budget Director Alice M. Rivlin 
said: ~'I do not think that adhering to a finn path to balance by 2002 is a sensible 
thing to do," and, "It is not always goodtpolicy to have a balanced budget." 

i 
, 	 r • 

In the 1995 EFonomic Report ofthe Pretident, the President's economic advisors 
wrote: " ... 1 the administration opposes a balanced budget amendment to the 

·Constitution." It also contained a speci~1 section, titled "The Shortcomings of a 
Balanced Budget Amendment,".that deferded the use of"fiscal policy" [i.e., deficit. 
spending] to '~stabilize" the economy. ~ 

r 

. I 	 : 

The President never :even endorsed the balanced budget plan developed by the House 
Democrat coalition known as the "Blue Dogs." ! 

. I : 

, I 
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.. the President changed his rhetoric after'the Republican-led Congress proved it could 
balance the budget by' 2002 and cut taxes for middle-class working families at the same 

. time. Then he offered several smokescreen budgetS alleged to achieve balance over various 
time periods - firstl () years, then 9 years, and S9 on. ' 

I 
.. 	 Nevertheless. he keptl pressuring Congress thrqughout last fall and winter for higher 

spending in "domestic, discretionary" programs (domestic spending that is approved on a 
year-by-year basis). [See further discussion in the next section.] . , ' 	 . 

I 	 1 < 

.. 	 In trying to claim credit for 4 consecutive years ofdeficit reduction, the President resembles 
the rooster taking credit for the ,dawn. The deficit was already expected to decline during 
.this period because of actions taken by the Bush kdministration: . 

j 	 , ! 

As early as 4 tnonths before President Clinton's inauguration, the Congressional 
Budget Offic~ [CBO] had already proj~cted a 26-percent decline in the deficit 
between 1993 and 1995 -:- and this was ~efore the President proposed the largest 
tax increase i~ history. supposed~v to red,uce the deficit. 

I 
This predicted'deficit improvement was hirgely the result of the economic recovery 
that began in the last year ofthe Bush administration. . 

, , 	 ,, 	 , 

-,
1 

.1, 
1 , 

," ' 
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THE CLINTON VISION - MORE SPENDING, MORE TAXES, 


MORE GOVERNMENT, MORE DEFICITS 

, 	 , 

The President claims to advocate spending restraint. but his: record shows that he does the opposite, 
repeatedly 'proposing higher spending. Virtually every time:he has been faced with a real, legislative 
proposal to restrain spending, he has opposed it. ~ 

. i 	 . 
~ 	 When running for the White House in 1992, candiqate Clinton promised a middle-class:tax 

cut. But once he took o(fice. his first budget called ;for the largest tax increase in history -' 
a net of$267 billion over 5 years - which was passed by the then-Democrat-controlled 
Congress and signed into law by President Clinton. 

. I 	 I 

I 	 ! 
~ 	 In his first months in office. he proposed a $16 billion government make-work "stimulus" 

package. calling for higher. Washington spending:to take effect immediately . 
. , 
'. 

~ In November of his first year in office. Presideht Clinton and his Cabinet strenuously 
lobbied against the Perzny-Kasich amendment -' a modest, bipartisan effort to save $90 

, billion over 5 years. Put another way. the Penny~Kasich amendment called for saving 1 
penny out of every dol iar of government spendin~ over 5 years. 

I 
I 

• 	 I 

~ 	 Also in November. the President lobbied hard against a balanced budget amendment to the 
Constitution; In a letter to Senate leaders. he wro~e: "The balanced budget amendment is, 
in the first place. bad economics.'" i'

i 	 I 
I 

.. 	 His next major initiati~e was to 'propose a natio~wide, one-size-fits-all government-run 
health care system that. over 7 years. would have increased Federal spending by $310 
,billion. raised taxes by:$190 billion. and increased deficits by $122 billion. 

I 

The President and merpbers of his administration preened about all the places where he 
would increase government spending. which they called public "investments." Even when 
they proposed savings they promptly sought to spend the money elsewhere .. These 
"investments" have included the following: ! ' 

Increases in fc>reign aid of $4.5 billion iin budget authority and $4.9 billion in 
outlays over 5 :years. 
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Increases in public housing of$9,9 billion in budget authority and $2.3 billion in 
outlays over 5: years. 

Increases for :Commerce Department programs (most of which are corporate' 
welfare) 0[$5,7 billion in budget authority and $4.6 billion in outlays over 5 years. 

! 	 .. 

InGreases for "~epartmental management': at the Labor Department of$115 million 
in budgetautHority and $111 million in outlays oved years . 

. , 
Increases for '~management and administration" at the Department of Housing and 
Urban Development [HUD] of$89 milli~m in budget authority and $85 million in 
outlays over 5' years. 	 . 

.. 	 The total costs of the fresident's "new initiatives" are as follows: 

.! 	 '" . 
TOTAL NEW SPENDING INITIATIVES -:The President's budgets for fiscal years 
1994 through 1997 call for new initiatives that increased spending by' $658.9 billion 
in budget authOrity and $549.9 billion in outlays for the period starting in 1993 and 
ending in 20Q2.Between 1993 and 1996, these initiatives would have increased 
spending by $432 billion in budget authority and $369.8 billion in outlays. 

FISCAL 	YEAR 1994 BUDGET - The President's "new initiatives" would have 
increased spe'nding by $178.7 billion in budget authority and $140.3 billion in 
outlays for 1 ~94 through 1998. . , . 

I 
FISCAL YEAR 1995 BllDGET - The President's "new initiatives" would have 
increased spending by $151.9 billion in budget authority and $120 billion in outlays 
for 1995 through 1999. 	 . 

FISCAL YEAR:1996 BllDG'ET - The budget contained no list of new initiatives, but 
the. Congressional Budget Office [CBO] calculated it would have increased 
spending by $85.6 billion in budget authority and $96.4 billion in outlays for 1996 
through 2000l . ' . '. ; 	 .

I 	 . I 

FISCAL YEAR!I997 BllDGET - This budget also contained no list of initiatives, but I. 
CBO calculated it would increase spenQing above a spending "freeze" by $226.9 

I 

ibillion in budget authority and $179.8 billion in outlays for 1997 through 2002. 	 I 
I 

.. 	 The President's budgets for the past 3 years (fiscal year 1994 ~ which included the $16 
billion "stimulus" pa~kage thar he intended to be'spent in fiscal year 1993 ~ and fiscal 
years 1995 and 199~)called for $160 billion; more spending than what was actually 
approved by Congres:s [see Chart 5 on the next page]. 

, 

.! 
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Chart 5 FEDERAL SPENDING BY BUDGET SUBMISSIONi 
Clinton Budget Requests VS. Actual Spending
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.. 	 If his fiscal year 1996 b~dget had been approved, the President would have spent $63 billion 
more in 1997 and $211 ;billion m~re in 2002 than his.fiscal year 1997 bl!dget proposed [see 
Chart 6 on the next pag~]. This comparison is important because the fiscal year 1996 budget 
- proposed one month! after Republicans took control of Congress -" shows the President's 
true intentions. In conti-ast. his fiscal year 1997 "balanced budget" plan is"only a gimmick­

! 

filled makeover done in response to Congress' success in developing a budget that cut 
middle·class taxes anq still reached balanceby 2002. [See further discussion in the next 
section.] 

I 

After the Republican-led Congress proved it could balance the budget by 2002 and 
I 	 . 

cut taxes for m,iddle-class working families at the same time, the.President offered 
several sm6ke~cre~n budgets alleged to achieve balance over various time periods 
- first 	10 years. then 9 years. and so on. 

I 	 . 

Nevertheless, :he kept pressuring Congress throughout last fall and winter for 
higher spending in "domestic discretionary" programs (domestic spending that is 
approved on a year-by-year basis). Chart 7 on the next page shows how much more 
of this spendi,ng the President wanted compared with what was approved by 
Congress. I 
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Chart 6 . ..j TOTAL FEDERAL SPENDING: 
Cli!ltc;m's Pre-Election-Year (FY 1996) Budget 
VS. Clinton's Election-Year (FY 1997) Budget
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.. 	 The President's one action that supported deficit reduction was signing welfare reform, and 
even this was equivocal. 

He vetoed welfare reform twice before, even though he had campaigned promising 
to "end welfar¢ as we know it." 

, 
I 

His decision t6 sign welfare reform this year was motivated mainly by political, 
rather than policy, considerations. 

Almost as soon as he signed the measure, the'President began making plans to undo 
the reform ne~t year. 

.. 	 President Clinton's adtions actually have closely matched those of the liberal Democrat 
I 	 ' 

leaders and Members in the House, as reflected in the following examples: 

A total of 130 House Democrats, 64 percent of their Members, voted against the 
balanced bud&et constitutional amendment, which President Clinton opposed. 

A total of 108 .Democrats (54 percent) voted against the Blue Dog coalition budget 
resolution., I " 

I 

I 


Only 5 House Democrats voted for the Balanced Budget Act; 188 Democrats - 97 
percent of their Members - voted "no." 

House 	Demo~rats did not even support their own balanced budget alternative, 
known as the ~'Blue Dog" reconciliation bill; which the President never endorsed. 
Only 68 DemOCrats voted for it, while 129, or 65 percent of their Members voted 
h no.',' 
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ELECTION-YEAR MAKEOVER: 
I 	 . 

THE PRESIDENT;'S LEMON BUDGET FOR ]FISCALYEAR 1997 
I 	 • , 

After the Republican-led I 04th Congress proved it could cut taxes and still balance the budget by 

2002, the President felt obliged. in this election year to come up with a balanced budget plan as well. 

But his fiscal year 1997 budget is merely a makeover that does not balance except through the use 

of a massive gimmick. 


'" 	 According to the testimony ofJune E. O'Neill, Director of the Congressional Budget Office 
[CBO]: " ... CBO e~timates that the basic policies proposed in the President's budget· 
would lower the deficit substantially but that the deficit would still total $81 billionin 
2002." [See Table I on the next page.] 

The only way the Pr~sident's plan can be described as achieving balance is through its 
mysterious set of "coI1tingent" budget proposals. [See Table 2 on Page 14.] 

I 

I 
These total $1;24. billion over 6 years, with $84 billion ofthe "savings" in 2002. 

- . 	 The "contingent policies" include $67 billion in unspecified discretioriary cuts. 
These reductions are in addition to the $161 billion in discretionary cuts in the 
President's basic budgetary proposal. 

I , 

, " 	 The other aspect of the President's "contingent" policies involves sunsetting his proposed 
tax cuts.! .. . 

I 

With one hand, the plan offers tax reductions of$129 billion through 2002; but with 
the other he st;latches back $90 billion through tax increases. This yields a net total 
tax reductionof$38 billion. [Table 1.] . 

To balance the budget, he "sunsets" his tax cuts, thereby raising taxes $32 billion 
in 2001 and 2902. This takes back virtually all that's left of his net $38:-billion tax 
cut, so that his actual tax reduction is only $6 billion over 6 years. The sunset plan 
also means a net I-year tax increase in 2002 of $16 billion. [This figure is derived 
by subtracting the $25-billion revenue increase caused by sunsetting the President's 

" 	 , 

tax relief from the $9 billion of tax relief that would occur without the sunset 
provision. See Table 2.] 

I. 

I 

. 	 i 
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TABLE 1 	 I 
t, 

CBO ESTIIMATE OF THE PRESIDENT'S BUDGET: 
Without Contingency Proposals 
I 

I (Ou'tlays in billions of dollars)
I 


6-Year
1997 1998 1999 2000 2001 2002 


Total 

CBO Baseline Deficit 	 165 175 182 191 194 210 


Discretionary Sa\'ings 1 
I 


I 

U nspec.i fied D is~retionary j 
Reduction ........................ · .... i.. ·..... -4 -6 -26 ·42 -46 -38 
 -162 

Enlitlem ent Savings ! 
i 
, ·104 

Medicaid :::::::::::::::::::::::':::::r:::::
Medicare 	 -5 -8 -14 . -20 ·26 -31 

-542' -2 -6 -10 -16 -22 
I 


-38. 

FCC Spectrum Auction ....... ; ........ 0 -2 -3 -'4 -5 ·16 
Welfare Reform ..................}.. ·4 ·6 -6 ·7 -7 ·8 


-30 

Proceeds from Asset SalesJ .... : .. -I 0 0 .0 0 ·2 ·3 
Other Policy Changes ........ .i. .... :. ·4 -I ·2 ·8 ·6 . -20 

. . . . f 

I 


Subtotal .. :: ........ : ............. !....... ·12 -17 ·30 -43 ·62 -85 
 ·249 
I 


·37 

! 
G ross Savings .......................:........ ·17 ·23 ·59 ·91 -116 ·138 

Debt Ser\'ice .......................... 
1!....... 0 ·1 "3 -6 . ·11 -16 


-444 

I 
 38'Revenue Changes I ... : .........; ....... 8. 2 3 7 9 9 


'\ S . 	 . : ':406. et 8nngs .............: .............;...." .... -9 -21 -56 ~84 -107 ·129 

I 


Deficit ISurplus ...... " .......... .'.: .... ~. 156 153 125 108 87 81 

.' 	 ! 


I 

j 

SOU RCE 'Th~ Economic and B~d~~' Oullool "'(ual r~ars 1997·1006. 
Congressional Budgel Office (May 1996) . 

i
NOTE Totalsmay not add due to rounding 
11 Revenue losses are sh'own with aposillvc Sign because they increase the deficit. 

. . I. 	 . . 
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TA B L E 2 . '. 

CBO EST ATE OF THE PRESIDENT'S BUDGET: 
With Co ntinge ncy Pro pos als 

(0 ut"ays in billions of dollars)
I 
~ 

I 1997 1998 1999 2000 2001 2002 
6-Year 

Total 

I 
!, 165 175, 182 191 194 210 -­ ... 

I 
I 

,... 

I 
., .. -4 

: 

-6 -26 -42 -46 -38 - 162 

1 

I .... , -5 '. -8 -14' -20' -26 -3 I -104 
... 2 -2 -6 -10 ·16 ·22- -54 

·4 ,.6 .6 ·7 .7 .,' -8 ·38 
...... ',0 ·2 ·3 ·4 ·5 ~16 ·30 
...... ·1 0 " 0 0 0 ·2 ·3 

, .. .,. .4 I .1 ·2 ·8 ·6 .20 
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I 	 " 

'Even officials in his owr administration have disavowed his election-year (fiscal year 1997) 
budget. ' 

Veterans' Affairs Secretary Jesse Brown stated that he is "not planning to live with" 
the President's budget and that the President pledged he would "negotiate the 
budget each and every year." 

Daniel 	S. Goldin, Administrator of NASA, has said: "The White House has 
I 	 ' 

instructed us to take no precipitous action on outyear budgets; and we are taking 
them at their word:' 

I 

I 
I 

"" 	 L. Craig John$tone, the State Department's, Budget Director, said in a speech on 
September 19: "We have a Secretary of State who is absolutely committed to 
sending forward a 1998 budget request to OMB, and to the President, that is 
substantially higher than the budget the administration sent to the Congress in 
February, for fjscal'1997. It will be a budget request that is much higher than the 
guidance levels given to us by OMB. And it goes without saying that it will be a 
budget request that will be vastly higher than the levels contained,in the budget 
resolutions pa~sed by the Congress this year." . 

I 

i 
I 

! 
, 	 I 

1 
I 
I 
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CONGRESS' RECORD VERSUS THE PRESIDENT'S RHETORIC 

I .) 

, . While the President talks, Con~ressacts. Actions already taken by Congress are expected to yield 
$320 billion in deficit reduction between now and 2002. 

As noted earlier, when Republicans took control of Congress at the beginning of 1995. President 
CI inton's first budget submission to the new Congress (for fiscal year 1996) proposed a deficit of 
$211 billion in fiscal year 199$, with deficitS increasing to $276 billion by 2000. Throughout 1995, 
Congress developed the Balanqed Budget Act, which reduced the deficit to $73 billion in 2000 and. 
yielded a surplus of$3 billion: in 2002. Chart 8 below compares the President's proposed deficits 
in his fiscal year J996 with thpse of the congressional Balanced Budget Act, which the President 
vetoed. ! 

Chart 8 . I DEFICIT COMPARISONS: 
Clinton's FY 1~96 Budget vs.Congress· Balanced Budget Act 

-o 
III 
C 

300· I 

250 •••.•.••.••••••:.•••.••••••.••• 
'. 

200 

~ 150 
in 
.E-Ur:: 
CI 
o 

100 

50 

o 
n 

o 
n 
II 
r 
it 

•.. 
o~-L~~~L-~L-~~~-L~~~__~==~~===z-=~I 

1996 1997 1998 1999 2000 2001 .2002 
I 

NOTE: The President's FY 1996 budget extended only through 2000. 

The most recent estimate frolll the Congressional Budget Office shows this year's deficit actually 
will be about $109 billion. This deficit im provement can be traced ~o congressional budget efforts, 
including the following: 

'. . ~ 
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.. 	 CUTTING WASTEFUL \VASHINGTON SPENDING - For 'the first time since 1969, Congress 
actually cut "discretionary" spending (spending that is approved on a year-by-year basis) 
by $ I 3 billion fro~ tHe 1995 level. Congress also spent $60 billion less in total Federal 
spending than President Clinton requested in his fiscal year 1996 budget. 

, I , ' , 
. I ' , ' 	 . , 

LOWER INTEREST RATES.,- Congress' balanced budget efforts drove down interest rates 
throughout 1995. resulting in lower debt service costs for the government. The rates had 
grown throughout 1994, until the November election that delivered Republican majorities 
to ihe House and Senate. The rate on the 30-year Treasury bond was over 8 percent at the 
time of the election, but has fallen to 6.8 percent now. [See Chart 9 below.] 

. Chart 9 
INTEREST RATES 
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.. 	 CHANGING THE ONE-SIZE-FITS-All MENTALITY OF ENTITLEMENT PROGRAMS TO GIVE 

,STATES MORE FLEXIBILlT\' - Even as the President resisted Congress' efforts to refonn 
. . I . 	 . 

entitlement programs:and move money and authority out ofWashington, States began to 
take on the job thems~lves. developing innovations and' efficiencies that have saved Federal 
taxpayers billions of dollars. For example, even though the President vetoed the Medicaid 
refonn embraced in the Balanced Budget Act of 1995, Medicaid spending has slowed to 
about 3 percent a year, less than one-third the rate of growth projected by CBO in April of 
1996, This has occurred because States, responding to congressional efforts to restructure 
the Federal/State Medicaid program. have undertaken refonns on their own. 

I 
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.. 	 ADDITIONAL REVENUE;DUE TO AN ANTICIPATED. REDUCTION IN TH E eAPITAL GAINS TAX 

RAIT - During 1995, :the Republican-led Congress proposed reducing the capital gains tax 
rate to promote capitaHormation and job creation. Altho,ughthe President vetoed the rate 
reduction, approximately $15 billion in higher-than-anticipated capital gains revenues were 
c~lIected when taxpayers filed their returns in April this year, apparently because taxpayers 

I ,
anticipated the rate red,uction, and 'therefore realized more capital gains during 1995. 

i 
The actions already taken by the 104th Congress are expected to yield $320 billion in total deficit 
reduction by 2002. As the table 'on page 14 shows, this deficit reduction will come about as follows: 

.. DISCRETIONARY SPENDING REDUCTIONS - Congress' reductions in discretionary spending 
'[spending that isappr6ved year by year] in fiscal years 1996 and 1997 will produce $53 
billion in deficit reduction through 2002. In the past 2 years, the Republican-led 104th 
Congress has terminat~d 297 programs and approved spending cuts that will yield $53 
billion in deficit reduction through 2002, according to the Comminee on Appropriations. , 

I 

WELFARE REFORM --..: The enacted version of welfare reform legislation (the Personal 
Responsibility and Work Opportunity Reconciliation Act of 1996) will slow the growth of 
Federal welfare spending by $54 billion through 2002. 

i 
HEALTH INSURANCE REFORJ\1---' The Health Insurance Portability and Accountability Act 

, 	 I 

of 1996 will save $5 bil,lion through 2002, principally through provisions that clamp down 
on fraud and abuse. 

.. TUE FARM BILL The, Federal Agricultural Improvement and Reform [FAIR] Act, which 
transitions farming to a more market-based system, will save $3 billion in Federal farm 
programs by 2002. . : ' 

, 	 I 
I 

,.. THE CONTRACT WITU AMERICA ADVANCEMENT ACT - This measure gradually raised the 
Social Security earnings limit. It will achieve $4 billion in savings through 2002 by 
disqualifying drug addicts and alcoholics for Social Security Disability Insurance [SSDI] 
and Supplemental Sec~rity Income [SSI] disability benefits. 

.. INTEREST SAVINGS Dll~ TO POLICY CHANGES - These savings resu It directly from lower 
deficits. The governm¢nt will pay less in interest because it will borrow less.' ' 

, I 
I.. INTEREST SAVINGS DllE TO DECLINING INTEREST RATES - As shown in Chart 9 above, 

Congress' commitment to balancing the budget led to a decline in interest rates throughout 
1995. The decline in interest rates reduces the amount of interest payments the government 
will have to make. T~ese savings are calculated by comparing the amount of interest 
payments that would have been required under the January 1995 interest rates with the 
payments required und,er the low rates of May 1996. 

I 
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TABLE 3 

DEFICIT REDUCTION ENACTED TO DATE 
by the ~EPUBLICAN-LED CONGRESS 

I (In billions of dollars) 

1996­
2002 

I 

Deficit Reduction Due to Legislative Action 

Discretionar): Spending Reductions ...................... . -53 
Welfare RefO:rm .................................................... . ·54 
Health Insurance Reform ...................................... . 

I 
·5 

Farm B ill .....~ .......................................................... . .-3 0­
Contract with America Advancement Act ............ . 

i 
Interest Sa\'i~gs 

-4 

Due to Polic), Changes ...................................... . 
I 

Additional Deficit Reduction Resulting 

from the Repu:blican-Led Congress 

Interest Savi~gs 

-23 

Due to Dedlining Interest Rates ......................... -178 

Total Deficit Reduction Enacted 

by the Repub:lican-Led Congress ·320 

I 
.1 

i 
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