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DEFARTMENT OF THE TREASURY 
'NASHINGTON. D.C. 

::;ECRETAPY 01" THE TREASURY 

December 28, 1993 

MEMORANDUM FOR BOB RUBIN 

FROM: 	 LLOYD BENTSEN~ 
SUBJECT: 	 FY 1995 BUDGET PROPOSAlS - EXPlRlNG TAX 

PROVISIONS 

SUMMARY: The targeted job. taX credit (rlTC), exclusion for employer-provided educational 
assistance, and the orphan drug lax credit expire on December 31. 1994, The R&E laX credit 
and the R&E 50-p',rcent allocauon rule expire mid-year in 1995, If the President wishes to 
propose the extension of some or all of these provisions, such proposals should be included in 
the FY 1995 budget submissIOn to the Congress, This memorandum describes each of the 
expiring provision, and provides you with • recommendation regarding how long these 
provisions should be extended. 

RECOMMENDATION: Because of revenue oonsttaints and other facto.. set forth below, I 
recommend that the President propose a package consisting of either a (I) ~ 
of the exciutiaft f« c:ml'i9rr~pmyide4 educational assistance and the Qrphan W"ue ~rerlit ($49l 
!!!illiOn over 5 years). with a commitm~e R&E credit. 50-percent R&E allocation, 
and TITe an ' er includin • revised versIon ' , 996 budget 
or (2) ne vear extension of all the expirin ro on , ' 

Either of these two approaches would, as I believe we should. minimize the number of 
;ax increases in the budget twhich will be necessary to pay for extending the expiring proviSion 
under the pay-go rules). During an election year, both Dernoct3tS and Republicans are likely 
to oppose another round of tax increases particularly after the enactment of the 1993 Budget Act. 
It is also important to keep in mind that at some time next year we will have to propose ways 
to finance the GATI·-Uruguay Round (approximately $11 billion over 5 years), Generalized 
System of Preferences ($2.7 billion), unemployment insuronco extended benefits program ($3.3, 
billion). the dislocated workers program ($5 billion), and welfare reform ($20 billion). I would 
note that a packllge of permanent extensions of the e.piring provisions would cost in excess of 
$14 billion over 5 years. 

The first of the two alternatives I recommend excludes the R&E credit, 50-percent R&E 
allocation rule and TITe. Since the R&E provision, expire in mid-I995, we could defer this 
issue and include both of these provisions in the FY 1996 budget. In addition. several 
proponenl$ of the credit (i&.., Senators ll3ucus and Danforth and Rep. Pickle) have proposed a 
number of modifications to the credit rules. We would like to evaluate these proposal. before 
proposing to further extend the credit. In addition. the Department of Labor recently issued a 
Tepon which indicates that the TITC may be an ineffective and inefficient tax subsidy. Thus, 



th.e first alternative also excludes this crediL In 1994, we would review this credit with the 
Labor Depanment to determine if (he credit should be restructured or allowed to expire. 

The second alternative. which wouid extend all five of the expiring provisions for one 
year. would cost 53.2 billion over 5 years. This proposal would provide for tlle minimal 
possible extension of the expiring provisions in 1994 SO as to ensure that the provisions would 
not have to be extended retroactively at some point in 1995. 

DISCUSSION: 

1. III General. The provIS;ons expiring before the end of FY 1995 are as follows: 

December 31. 1993 • Health insurance deduction for self-employed 
individuals 

December 31. 1994 • Targeted jobs tax credit 

• Exclusion for employer-provided educational 
assistance 

• Orphan drug tax credit 

June 30, 1995 • R&:E tax credit 

July 30. 1995 R&:E 50-percent allocation rule • 
The Administration's FY 1994 budget proposed permanent extensions of these provisions but 
the political support for permanent extension was tepid at best. The final 1993 deficit reduction 
bill included pennanent extension of the ~ow-income housing credit. the mortgage revenue bond 
program, small-issue industrial development bonds, and alternative minimum taX (AMT) relief 
for charitable contzibutions of appreciated property. 

2. Specific Provisions 

III:altb insurance deduction for self-emgloml individuals. The extension of Ibis provjsion 
is jncluded in tbc health care proposal. The proposal in the heallb care bill pennanently extends 
and increases the deduction from 25 percent to 100 percent. This proposal loses $9.8 billion 
over 5 years. 

IrIl::. The TITC provide. a maximum credit of $2,400 per employee to employers that 
hire individuals who are recipients of payments under means-tested transfer programs1 

economically disadvanlllged or di5abled. The Labor Depanment is responsible for overseeing 
state programs to certify eligible recipients. 

A recent study by Labor's Inspector General analyzed the effectiveness of the TITe in 
Alabama. This study found that most of the workers hired by companies would have been hlred 
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without the credit. Many employers taking the credit do not know at the time a job offer is 
extended if the individual win qualify for the credit. In addition, some employers are reluctant 
to ask the questions necessary to determine eligihility because of privacy concerns and a fear of 
discrimination 'Ults by applicants who do nOt receive job offers. Thus most of the work is 
delegared to TITC consultants. The Inspeetor General is currently conducting a nationwide 
study, which is ""peered in iune of 1994. 

Desplle these problems the TITC has strong suppon on Capitol Hill Ii&., from Senators 
Boren and BaUCllS and Rep. Rangel). _use of the ongoing study and concerns recently raised 
by Labor's repon we believe that a viable option is that an extension of the credit not be 
proposed at this time and that a study of the TITC be undertalren during 1994. In addition, 
Labor is interesred in developing taX incentives to encourage worker training, youth 
apprenticeships, eu:. We also need time to determine if they are viable proposals and, if so, 
whether they should supplement or replace the TITC. 

A permanent extension loses $1.3 bllllon over 5 years and a one year extension loses 
$307 million over 5 years. 

ErnplQyer-orovided educational assistance. An employee may exclude the fIrst $S,250 
of educational am'tance paid for or provided by the employer during the taxable year pursuant 
to an educational assistance program. The exclusion is not limired to job-related educational 
amstance, but does not apply to any education involving sports, games, or hobbies. A 
permanent extension loses $2.5 billion over 5 years and a one year extension loses 5467 million 
over 5 YC'MS. Senator Moynihan is a slfong supponer of this provision. 

Qillhan drug credit. The orphan drug credit is a 50% nonrefundable tax credit for 
expenses incurred in the testing of drugs for certain rare diseases. A rare disease is a disease 
that (I) affects less than 200,000 persons in the U.S. or (2) affects more than 200.000 persons 
but for which there is no reasonable expectation that businesses could recoup the costs of 
developing a drug for it from U.S, sales of the drug <l:.z.. Lou Geltrig's disease. Tourette's 
syndrome, etc.), Last year's budget did nO! include a proposal to extend this credit because this 
was considered a health care issue. The credit, however, was included in the fInal 1993 badget 
bill. The Administration's health care proposal does not propose to extend the credit. We, 
therefore. recommend that it be included in the budget. A permanent extension loses $124 
million over 5 years and a one year extension loses $24 million over 5 years. 

R&E credit. The President and 1 have consistcntiy endorsed a permanent R&E credit. 
[n the past, howe.ver. revenue constraints have forced Congress to settle for temporary 
extensions, The credit expires on June 30, 1995 (i&., several months aftcr the presentation of 
the FY 1996 budget). Consequently, we have to decide whether to include the extension in the 
FY 1995 or FY 1996 budget. If it is decided to derer extension to the FY 1996 budget, it would 
be appropriate to study a number of issues regarding the structure and efficacy of the credit 
during 1994. For {Oxample, many argue that the current method of computing the credit denies 
the credit to deserving businesses. The credit is available only for incremental research expenses 
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in excess ofa basi, amount. The base amount is determined based on data from the 1983-1988 
period, and thus may not reflect the current circumstances of many businesses. Other issues 
have been raised by recent proposals involving enhanced incentives for collaborative research, 
and use of the c ... <iit tD ease defense convemon by malang the credit available to companies 
converting from high u.:hnology defense businesses to civilian businesses that may be relatively 
less research-intensive. These and other proposals were included in a bill introduced earlier this 
year by S~nator Danforth. 

In contrast to those who would enhance the credit and improve its incentive effects. 
others question whether any research credit is justifiable. In particular, Rep. Rostenkowski has 
long been skeptical of the efficacy of the credit. He was one of the proponents of the reduction 
in the credit from 25 to 20 percent of incremental research expenditures as pan of the Tax 
Reform Act of 1986. 

Finally, a long-term extension of the credit would be difficult to finance. Permanent 
extension of the credit loses $7.6 billion over 5 years. Thus, a permanent extension would 
require us tD propose a package of Significant revenue raisers. A one year extension would lose 
$1.8 billlon over 5 years. 

R&E allocation. In 1977, Treasury regulations were issued that required U.S. 
multinational, tD allocate between foreign and domestic source income the amount of their 
research and experimentation expenses (the apportionment in general was according to the 
proportion of foreign and domestic sa.Ies or gross income). The effect of requiring U.S. 
multinational.s to allocate some of their R&E deduction. to foreign income, even though the 
R&E may have been entirely perfbrmed in the U.S., was to cause some U.S. multinationals to 
lose foreign tax credits. Viewing this result as undercutting the tax incentive for R&E, the 
Congress imposed a moratorium on the 1977 regUlations, and bas extended this moratorium nine 
times ,ince 1977, the last time in aBRA '93. The aBRA '93 moratorium provision provided 
that 50 percent of R&E expense could be allocated to U,S. income berore apportionment. It 
expire. July 31, 1995. A permanent extension of the OBRA '93 moratorium would lose $1.8 
bOOne over 5 years and a one-year extension would lose $563 million over 5 years. 

Despite urging from the Congress to provide a 50 percent or better R&E allocation rule 
by regulations (which would spare the Congress the necessity of paying for an extension), our 
judgment (and that of the previous Adrainistration) is that the Treasury lacks the statutDry 
authority to provide a taX incentive for R&E by regulations. aur authority is limited 10 an 
allocation rule that matches R&E expenses with the income produced by those expenses. We 
therefore believe that a 50-percent (or higher percentage) rule must be accomplished by 
legislation. If the R&E credit is extended, we believe that the R&E allocation rule should also 
be extended. On tile other hand, if the R&E credit extension is deferred 00 the FY 1996 budget 
we suggest that the R&E allocation rule also be deferred and studied during 1994. 
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DUE TO A PRESIDENTIAL MEETING THAT WILL INVOLVE 

SEVERAL PRINCIPALS SCHEDULED TO ATTEND THE NEC WEEKLY 

MEETING ON TUESDAY. OCTOBER 19TH. THE NEe WEEKLY 

MEETING HAS BEEN MOVED TO WEDNESDAY, 
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,AGENDA 
, ~"". 	 .. ' .. ., .." ."..,.. ...~. .. . .- . 	 1995 budget process, including legacy'exercise. 

Update on a variety of issues. 

• APEC 

• NAPTA 
" 

• Defense Procurement 

• Maritime. Shipbuilding 

• TRP Grants 

• Airline Paper 

• ' Dislocated Workers' 

• Economic outlook. 

• Superfund 
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EXECUTIVE OFFIC":E OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

.. [lioC I 5 ReC'U 
THE DIRECTOR December 14, 1993 
::., 

,,'''. MEMORANDUM FOR MACK McLARTY 
DAVID GERGEN 

" HOWARD PASTER 
ROBERT RUBIN 

.' . 	 CAROL RASCO 
GENE SPERLING 
GEORGE STEPHANOPOULOS 
LAURA D'ANDREA 	 TYSON 

CHRISTINE VARNEY .~~~':'~;;~~~===="_ 
, FROM: L70n E. panett~

D1rector ~ 

SUBJECT: 	 OMB Bi-Weekly Update of Major Administration 
Initiatives 

.,. 
Please find attached our bi-weekly update of major initiatives. 

Attachment. 
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National Service 

Direct Loans 

systemic Reform 
Goals 2000: 
Education America 
Act 

Elementary , 
Secondary 
Education Act 
Reauthorization 

Dislocated Worker 
Assistance 

School-to-Work 
Transition 

one-stop Career 
Shopping 

LEAD RESPONSIBILIT1'_· 

OVERALL_,',., O"B" .~~,,
__ 

NS Sawhill 
OPC 

ED Sawhill 
OPC 

ED Sawhill 
OPC 

EO Sawhill 
OPC 

DOL Sawhill 
NEe 

DOL Sawhill 
ED 

DOL Sawhill 
NEe 

. l,_", ': :>', , -:,.(1(:';' ,....y ~,;;L.)i::-I ,- ,<-,_~,,::,:;';_'~0"Hl;Y::'1k~~'I"'" >-i-:,~!~~it4t\;-f,:r;i~l;'1~}j:t;;%~ti;_1 'OKD -S'1'APJ').if . 
APPROXIMATE ''fINING J,~' -_ LATEST 'ACTION\--);':;:l:~f ;NErr~S'l'BP8j~;i~;'>:i;£r?;;;;;/~-~ .COH'1'ACTS,1f':~'·'_ 
Enacted. President signed the 

bill on 9/21. 

Legislation transmit
ted by the President 
May 5. 

Compromise enacted in 
Reconciliation. 

Legislation 
transmitted by the 
President April 21 

Modified version 
passed the House, 
10/13. 

Final congressional 
consideration ex
pected spring/Summer 
1994. 

House deferred 
consideration to next 
session. 

Legislation in early 
1994. 

Agreement reache4 to 
delay transai8aion of 
bill until early in 
the next aea80D. OKS 
and DOL .et 11/18 to 
diaCU9s atatus of 
initiative aDd loans 
a. alternative to 
grants. 

Legislation 
transmitted 8/4 

Reported by both 
House and senate 
labor committees 
11/10. Passed Houss 
11/15. 

Legislation in early 
1994. 

Agreement reached to 
delay trans.ission of 
bill uDtil early in 
tha next 9aaaon. OKS 
and DOL .at 11/18 to 
discuss atatuB of 
initiativa. 

Agency 
implementation. 

Iuplementation. ED 
to announce first 
round schools 11/15. 

Senate floor action. 

Work on issues with 
House, Senate and 
interest groups. 

" UIS Budget 
process will ad4re•• 
fUbdinq. 

FlOor Action in 
senate • 

DOL preparing white 
paper on major 
issues. FY 1995 
Budget process will 
address funding. 

VanWie 

Smith 

White 
Brown 
Matlack 
(Title IV, 
Walsh 

White 
Brown 
Steil 

Menchik 
Kitti 
Walsh 

Matlack " 
Walsh 
Brown 

RUti 
Walsh 
Brown 

http:S'1'APJ').if
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• Head Start HRS Sawhill Reauthorhation 1994 	 Drafte or 08 Start work to support Steil 
OPC 	 a¢Visory oo~il PAD in advisory 

report eiroul.tiaq, cQuncil role. 
to be transmitted ~ 
the secretary tbe Adv180ry council 
week of December rocommendationa due 
13th. PUbding 1...1 by end of year~ 
under discu8sion ia 
budq"t pRC••,.. 

• WeltaA Retana HH5 Sawhill Ll!l.ter tl 	 hatnotLater thia fall Sawhill partlcipatlnq Options bGinq .....Task 	 on task force. developed tor 
Poree Worldnq group papeH diseuuion by worldtltJ 

OPe circulated. group 11/20. 

Fa1l'ily Support, HHS Sawhill Enacted 	 Modified Venion of _ncy Ellertson 
Preservation OPC 	 "dministration bill Impleaentation.


enacted -- aboUt $1.4 

billion rather than 

$1. 7 bilUon 

proposed. 


10 

ToQd Stalapa USDA sawhill Enacted 	 ModiUed VGt1lion of IAgency Implesaenu- ca.h 
Administration bill tion. 
enacted -- about $2.5 
billion rather than 
$7 billion proposed. 

11 

12· I £!'1'C Treasury SaVhi11 Enac:ted~ 	 Modified version of IAgency implementa- CUh 

Administration bill ion. 

enacted -- about $21 

billion rather than 

$29 billion proposed.

Budget pt'OpOsal tor 
new credit for 
childless workers 

I I 	 I enacted. . • 

2 
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13 PBGC Reform DOL Sawhill N.xt ••••on. Ways and Means coaaitte. hearlDqB. """fa
Minarik hearinqs on 10/4. e80 fUrtber heariD;' Arthur 

Bill introdue~d on sohedUled. I 
10/28. 

14 "I" USDA SaWhill FY 1995 Issue UDder consideration Cash 
DPC iD bu4qet;; proce••• 

- -  -

IS OJ Trust FUnd HIlS SaWhill october. Dropped 1n ¢Onf~reneG x..;,lelatlon 1f'111 Poat-eut 
Solv,ency (.S due to bUdqnt rules~ proba.hlr b6 Popper
budget proposal) Met \11th HHS on 10/12 reintroduced aD4 

to diseuss qrovinq oOD.iaered in the 
careload!h .priDq.. 

-

I' CQtItJI1unity .,0 Idley Immediate _cuse pa.sed Bill - Rhinesmith 
DRvelo~~nt_~nk OPC 11/21.

- -- 

17 Enterprise Zones ..C Bdley Immediate VP l:I!eeUnq vi th urban Request for proposal. Redburn 
DPC and rural community scheduled for reI.... Warten 

developers ~n 10/14. in e&r.1], Deceaber. 

18 Infrastructure ••c IMlay Not detemlned ~idelinee beinq Suhqroup or major SChwartiC 
prepared for review infrastructure (tor. 

, by the DeputieB~ «qenciea i8 preparing Kanaqaent 
, guidelines for is8U. _I 

anoe by President. 'Meyers
Sendinq letter to (for
Connie Lee askinq tor Financing
specitic data 9"_1
supporting their 
proposal to become an 
Infrastructure GSE. -

1. sun Bu8iness """ 1M1ey Iuodiate OKll aUtf l!W#elope4 NBC start' RhineaJth 
Financing options paper tor eonaolidatinq options

proaotiag tWfUity papers tor diacu9siOl1 
inYe.tment. in ..all HfI!lO to N&C dt!pUties. 
fitlU" -----  - - ---------  - ----------- 
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Schvartz 
Highway Grant_ invitational ~in&r. se~lnar - pending PAD 

I I de<?Jdon. 
21 

20 Infot1lllation NEe Ed:Iey IQedb.te 10/14 Held Invitation. to 

Pinancial OM:B Edley Longer term ..'" Rei91e introduced a OD .taU 4isousdoae Rh!nenith 
services Retort'll possible FY95 trudqet. consolidated propenl with tile red aJld I'UXC 

11/9. on their .uperYillOrf ________-1-_,co8te. I 
22 Review of NEe Bdley August - SOptembo~ Immediate deelaion OOJ letter on Scbwartz 

Maritime industry l'llade: iss'Ue to be Minority and ~
support. poa-tponed for at owned business in 

least 3 months clearan~. 
pending' OOD review of 
defense ~rlti~e

I I I r....1""...,.t••___-1-________--1____--1 
23 continuation 01' OMB Edley IlDIediate House passed RTC bill IU'Ol1d &ill __ Rhinenith 

RTC FUndinq with $18.38 for R'l'C b401DtJ draftlt«" 
with 18 month 

,.... inn. No SAIP 

.. "'........~..~~ ---------+-----------1--------1 

Health care HRC Panetta ITt'Al'lflmittal ot' Presidential speech Work on final Hin .2' 
Refom DPC Rivlin l&9islation to to Joint Session of analytical estimates 


Hin congress planned tor Congress: First Lady of costs and savinqs

mid-October 1993. testifies before and financinq


relevant committees proposals in OKS and 
-'--________..IL week: o~__~!3J· ___-L-'T.:;""'=-••,,""'ryL:,.._____-'-____---' 
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OPC 

25 "US Min 
provisions were prQ9ram vill beqin in 
passed and siqned Aa FY 1995. HHSvill 
part: of aBRA 93. The need to addresa 
signed provisions are several implements-
similar to the House tion questions betore 
passed version and Federal purchase can 
the original b@qin. OMS statf 
Administration: vill work with MUS to 
pr()posal. Siqned resolve implementa
version includes a tion issues. 
$565 million Federal 
vaccine purchase 
program tor eligible
children• 

. 
Await coaqraSlllo11al Final congressional Cleare4 Dill Mln 

Foreigtl AId 
Abortion  DPC Mln2. 

aubmitted inforaa11y cODllHtllta• 'l'ranmaitaction on bill early DuDatJlt... bill for.aally inAutho~iting BIll in 1994. to comJrSaaiottal. 
January_caaait~ 11/22/,j. 

DuSault 
Round 

DFn bUl ....ct/&4 Prepan 1~1.1.tloa Win SUPPOrt for bill.HAFTA + uruguay USTR Ad.... 
,

27 
Bent. 

Foley 
11/17/"_ ttruqu.ay and paY90 olf..ts.Edley 

Kizer 
colltPletioa. 
RoU#d dUe for 12/15 

.s . witt 

Compr~i80 on grantee Work out re.poD" to DuSault 
Broadcasting 
International AuthorizingNSC AdeliB • 

status of surrogate Didea to USIA letter sasser 
Consolidation 

legislation to beOM8 
broadcasting OD "COIIProaiae MIGr. Lehman 

faU 1993. 
enacted probably late 

Senate aettoD on bill 
with Senators Bid.n"'
apparentlY roached 

sobedUle" for 
Feingold. Radio free 1/25/94.
Asia may be an issue. 

, 
~~~~~ 

5 

http:ttruqu.ay
http:fi'TJ.ll


, 


'2:;'~_ ~:4'\~-. ~l :6',-,;(~t:ifr.¥:'li0i:4;;\!.<:.;.'; 5' ~,);;; ;:..':~ '':-; ::;,y~~f:~i,t0'-4~,ki~,~ "'" ''t'''''';1&;'' 'KX'ii ";;,,,LeAD' eBPO!f&!BILtn!, aD" STAPP;'"-: "f ",:' ;.,;" ~~:::~:. ,<;~.:!~!'ii% ~;'<'-%"'t: :5,,:;.,y:'·l~';f~l'~',_>C' .~.' .'~' :;.-~",' '".Yt' ~,!if"~'I;i£ . ",:1r.
t'ITL£ ',~, ,'- '. " . OVER1r.LL _ OKD ,-. ':',.(1 ,,"PPROxtMATE TIMING ,:;.<~ 'NeXTr· BTl!! P9 ,)'~.!"!-:r.:: '?\)t~!":.. LATEST ACTION ~w,<~fS·:,:.::~t-NO , OOiITACTS'~;:I~ ,. International Review on remaining PDD 16 onNEe/NSC Adams Bent 
Environment 

NBC/OMS revi.. of " 
issues continues,WH Glauthier international 95 budqat for the Piller 
possibly through environmeDt in _14environment Fairweather 
september. activities eiqDe4 DeoeJllber. 

11/5/93. 

International HEe Adams Review continues se-chaired cabinet on nC/OMB r."i." of DuSaultJ' 
py 1995 bUdget forAssistance Hse under discussion 9/10. Agree=ent that Bent 

Programs international 
should frame issues. 

September-November. small drafting group 
assistance proqraaa 
in mid-Decea.ber 

Technology Remainder of Geesaman 
Conversion 
Defense HEe Adams Under wayJ1 

Reinvestment Project Technology Reia.••t- Vickers 
- a.arda 10/22 and .ent project 

annOWle_ent inl1/H. 
, December. 

Works with SenateAcquisition october 1993 support Senate Bill Dotson 
Reform 

DOD AdamsJ2 
sponsors to enactwhich incorporates Brown 
final acquisition 

NPR acquisition 
principles of 000 and 

reform package. 
reform proposals. 

Work on implementa-Russian APpropriation to be Appropriation enacted DuSa1.11t 
Assistance 

Jl Hse Ada1llS 
enacted in september september 29. tion issues: no Bent. 
1993. further action. Cassella 

34, Non-Proliferation pOD has been POD was signed by the NSC is proceeding Taft 
and Export 

Hse Adams 
approved: with an implementa-


Controls 

President and a Fact 

implementation is tion plan, leading to 
ongoing. 

Sheet released on 
a 12/31 report to the 

cited in President's 
9/27. New policy vas 

PresIdent. 
U.N. speech . 
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Pencekeepinq 
O~ani2ation and 
FUnding 

~ratlzation 

EC'OnOllic 
J;~tell i9'I!!mc8,. counter-narcotics 
(CH) 

,. Encryption 

NSC Adamg End of Auqust. 

-

o."renae Adl!lltuJ Fall 1993 
stato 

, 

PrIncipals endQrs$d 
peacokeeping task 
forca recommendations 
of 9/5/93 and sent 
them. to the 
President. 
Principals met on 
9/17/93 to ~ke final 
chan9~~~~_~Ro-l'. 

Paper haa been 
redrafted by state 
(Catherine Dalpino
DAS/ Democracy) • OIlB 
provided detailed 
comments on new 
draft. 

Ti1Dinq \lnclear.HSC Adaxua' Last meeting 5/13. 
-

HllC Ad.ams Pall 1993 POD fiaali.oa 11/93~ 
DPC , 

Strategic plan beinq 
Pollow-up 

U Forest Conference OEP Gianthier Gngoinq 
USDA Selfridge routed for polley 
[JOl s{qtl-bff. Develop-
Dre ment of iapleaeata

tion plan on-goinq 
1!~~_!! 1~'-29. 

rinali••d *Ad PRD-13 
to be ..eDt. t.o 
Pr••14entJ 
oODaultatiOba with 
Coaqrellll. 

Interaqency meet!ft9 DuSllult. 
to discuss new peper Bont 
likely to be held SaSHr 
..."" 

-For COJInIIent" draft 
to be circulated. 

Draft paper beinq
prepared for 
PrincipalS review by
late November. 

-

Early fall DonahueHBC AdaD Plan announced 4/11. braf~ HPOrt dUe by 
.arly DeonlMr..twa formed 4/26:

l!!.ects weekly_"
-

Classification NSC Mams Task Force .aetlng on 'rae. rorae draft to DonahueNWember 1991 
system 11/5 to rev!w ttru: for 1'...1.... 

cotDDU;!nts. 

_ext: DC 1Metiaq
aebe4ule4 for 11/30.
Implementation plaa 
ready rOt final 
approval by 12/~S. 

-

(;ess3<lIlan 
DuSault 

Sasser 


-

Donahue 


DuSault 

Sasser 

AGhfo"rd 


...rd 
Matlack 
Redburn 
Weatherly 

7 
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Clean Wate.t' Act 
Reauthorization 
and State 
Revolving FUnds 
(plua "Needy
cities- programs) 

~~An R:IPO~8XBX~!TY' I;~.,,'" ,,s',,,": -;'ir;;~'<;J'A" '~i:'<~':'!';
AppROxlHATB.nMIl;cf l:~.tJ()V1ImALt. - , OKS. -,~' 

EPA G1authier Subai t detaUed 
leqialative positions 
to COaqr... ia late 
January .. 

~~, f ';:- ,;,;, .: "' ~ '."~i'_" ~~'lo)~: ·:.:,;:9~~;'j 
LA'nS.f ':ic'ttO"~i~H.t'>;~W';;:!f 

Testieony clear~nc. 
completed for saVan 
Senate Hearings.
prelia1aary costl89 
effort on legisl.tl~. 
chang.. complated~ 

"'" 'k ,;. "~""~~~'rtr";\'1"';'" f": "'~.~"-' ..~ \. GtR'%'·'"\k..! \,_'" :!:'.~t•." . ~ _, _-. 

'miri·.m"pB;W:-~'k1~_. ~,J/dtrf 

v..elop beftefit. 
••tU.tea tor 
laqislaUv.
proposala. 

OKB~B'1'''P1(;.i~1 
.COH'fA-C"J'B ~~ 

Pairweath.,r 

43 

.. 
Drinking water 
State Revolvinq 
FUnd. 

PUblic: Land 
Subsidies 
(Hardroc-k Mininq 
Royalties,
Grazing Fees) 

BPA 

DOI 
USDA 

Gl&uthier 

Glauthler 

, 

Enaet authorizing
leqislation in order 
to uke appropriated
funds available. 

on"lJOittl}. a_It 
aininq- bill 
oonfar.ac_ durlDf 
second ".SS10D. 

Administration pos
ition on drinking 
water legislative
c:hanqes announced on 
9/1# EPA ustitied 
on proposals 10/21.

----------  ---
Interior PT '4 
Appropriatioaa bill 
paaae4 with no 
grasing retom 
lUllquaqe.
AdmiDistration .., 
proceed witb revision 
of requlaUon..
administratIvely. 
Bardrock .lniD9 bill 

Work with Senate Env. 
cmte that introduced 
safe drinkinq vater 
bill on 10/14 * 

Support Heuse alrd,nq
bill durinq
eonferenee. complete
draft gra&ing reform 
regulation and EtS by 
the end of 1993. 

Pairweather 

Beard 
Weatherly 

. 

, 

" passe4 BOOS. Oll 11/1. 
by a v.to of 315 to 
lOB. Royalt, lweI 

- - ------  -  ~!'__~_P!~Dt" -

45 Biodiversity/Kati
onal Biological 
survey 

DOl Glauthier On-<jolng. 
~resident1a1 
announcement 4/21 
Earth Day. 

tor 

House p'9sed NBS 
authorization bill, 
HR 1845 on 10/28.
Several Obj~ion-
able a••ndmunts vere 

Senate Committee 
consideration ot HR 
1845 pos8ible 1a 
eUI, C1' 1994. 

....rd 

adopted. 001 fig"
Appropriations bill 
establiehed KD8 • 

• 




•• 
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---
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1'L'1'LB ,'J,_ :,;" • : APPROXIHA'l"B, 'l'IHIl'IO :'\~'~~'""A':"r OVERALL h-..l, .• OXB "..;.:~ hue! :AC'!IO!f _____ ~~78~paf'J}_' _1f~', . . (!ON'fAC'f8 ,;~8t"'" Geographic oot Glautbler on-qoinq" Topic PUblished ftS Beqin draft 1.0. ..ard 
lnfonaation USnA fo~l NPR issue~ formal circulatlon 
systems other Draft B.O. provi4ed aooor4iaq to •••iqaed

AqeneieB priority. 
usiqrtJllflint of' 
priority. 

to OGC# "PRO' for 

colulltbla Snake Army crpa Glauthler continues until R~ry team issued tnformally review Lonq
River Salmon Commerce Scbvartz recovery plan chosen draft recovery plan recovery plan.
Restoration (NMFS} Peroff (late 1993) 'for public and peer 

(WA/OR/lD) 
 enerqy revi@v on 10/20/93.

Comment$ due by 
12/5/93. 

Food. safety USDA Glauthier Enact pesticide Agenoies testified Work with ea=mitteaa Weatherly
Enhancement HHS/FOA Min reform legislation "fore lurrer..1 on developin9' Fairweather 

EPA prior to end of t;!01l!!ai tt.es on leqislaUve ll'lnquaqe 
UP<: conqress~ pestiold. ~for. for p**tiol.. refo~ 

leqialatlOh in tb. leqial.. U01l. USDA 
fall. U.S. District: draft r~lation. to 
Court blocked require industry to .i.plementation of change meat slaughter
USDA's safe food and processing
handling rule. USDA ,practices is under 
plano to start the formulation. Agency
rula-aaki.ng process working with eonsu.er 
oyer and re-propose Ii and industry repre-
Gafa tood handling aanutives. Final 
rule. OH8 cwt with safe tood handling
USDA Asst. Soe~ rule not yet received 
Branstook on 11/9 to by OMB. 011.8 OODoure 
discuss preparation with USDA's" 95 
of strategy plan for budget proposals tor 
" 94 and '95. OMB full rttD4iu9 of roo4 
will participate in safety IDitiatt~.~ 
USDA interaqency task 
force fQrPinq early.
in 1994. 

~-
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NO. 

USDA streamlining USDA 	 Glauthier On-q01ng• 
DPC 	 Rtlt!der 

Bureau of Indian IlOt 	 Glauthier IOn qoing 
Affairs Tt"Ust DPe 	 :Reeder 
FUnd Mqat 

Sec. Espy 	9/7 re--org
plan incDrp~ into NPR 
reCOrnK. Authorizinq 
legislation based on 
NPR/Bspy plan sent to 
Congress on 9/24.
Provision also 
included in GoV. 
Reform Act to reduce 
field offices and 
FTE*s. Houee 14 
cmte. adopted Admin. 
language. But 
current rescission 
markup would only
provide $la million 
of the $)6 million in 
first year navJnqa 
l'iUUJumtd from 
st~eamlining propoeed
in Admin. r@sciasion 
paCkage. 

Preparat!on of 
-/:	strateqle plan. DOt 

supports senate 
interest. In a GAO 
rev!,", ot Trust. KqfIt. 
are follovinq up. 

A9 ClIt.llIG indicated \leatherly 
they IIt'O not 
sati8fl~ with level 
Qf detail on Espy 
plah eubmitted by 
USOA. They expect to 
hold hearings in Dee 
and Jan. 	 Markup III 
bill in Yeb. 1994. 

beonQile 	tribal Beard' 
eccl)~ntg thru 
contractor. Continue 
follov-vP with 
interior. Both 
8¢tivlties on oinq. 

10 
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, 

Interagency Fall '93~ Winter '94 O£f/OKB to organi~e ....rd 
W'If;;bnda Ta9Jt 

Multi- Glauthier Adain testified51 
process to implementfor implementing weatherly 

fottl) 
Aqancy: before House on 9/28. 

80 wetlands policydetails of wetlands Fairveather 
US"" 
DOl InterAgency FY 96 

recommendations.policy. Lonqbudget crosscut 
Crosscuts results to 

Arwy 
gOA completed. Select.. 

be transmitted to A. 
corps 

incr.u•• aN 
Rivlin. ....~n4.4 itt USDA" 
reeoaaends 300,000001, BPA. 

'. acre 'etlanda ...~ 
.	Proqram ai911Gp ff)r PI 
95 budget. 

Implesaent adJIin. Pairveather 
Action Plan 

AqeDcie. prepariDqCI imato Chanqe OEP Glaut:llier OKS .U4itlD~ rY lt9'52 
actions. Pursue Kietus 

EPA 
pieDII andState budget hp~ib9 

t\@eded leqlslation. 
DOg .. ' 

implementing thea. r~t. 
EPA and OMS bri.ftul, 
EPA#s HouseUSDA 
appropriations 

eEA 
DOT 

subcommittee on 
budget impacts the0"" 
week of 11/15. 

, , Rni." " 1995 bu4qR
fundinq foX' th. . 
~~~_~~~__pl.D. 
0K8 .taft a~. working FellowsSpace Station OngoIng Tb. Viee PresidentOSTP Glautl\let'53 

aqr.ed to .lip tbe witb lfUA too putRodellJiqn ""e 	 , 
p~l'aall _o'k under 

to .t.y withib tbe
Imple:mo.ntation .~b.dul. if nece.sarrVP/OMB 

the oap .. '" aeao.to 
,2.1 billiob annual t~.,.rellideDt ••ekinq 
pPaoe .tattO'. tUDdiaq bi. deoi.10ft to 
cap. IQ.8A bu e:pue to~11y levtte the 
station-relateO au••laft. •• partner. 
pro4JrUdl outside the 1. ~lDg prap....4 to 
cap. by OSft (n••d.« by 

~r fta). 

11 
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R&D Review 	 OSTP Glauthier on-goinq it'D crosscut ••saion MDt olear, but l1k.17 Fellows 
NEe held 11/19 to owne to be pursued in 
OMS the relative priority croascut ••••ioa. 

of R'D/teehDclogy with tb. Pr••i4ent~ 
co...rciali••tioD 
prcqrQl8 and po••IIJl. 
Qff88tS.. No 
p.rticular 4eoleion 

54 

______-\\ v ••,~ 

F6deral OSTP Glauthier on-qoinq. PT 199$ 7CCSU Bot (IItN.:' boW to Fallows 
COOrdinaUnq iDitiativea discu.Bed reaol". peeS" 
Council fer at OJIB review of tuD4iD9 diacomulct.. 
Science, NASA'S J'1' 19'9" in DOC. ~ still 
Engineer, and b-udqst. lUl _.,eaCT yorkiDf 011 
Technology expect"" PCC8E'l' restructuring tbe 
(rccsET) contributions bave POCSBY under the 11.. 

been .ceommodated lIat.ioaal CottDci.l oa 
except for OOC'. Botta" and 
contributions to 'leaUoIOlJY.. 
global ebanq. ta4 
hiqh P4'rtoraa:l.lQe 
ccnlput1nq (fro..D at 
'Y 1994 level). The 
shorttall in 410bal 
cbang. was ral.ee la 
t:be Bniro"lI1t 
OroSBCUt sesaloa OD 

I11/19. 	 I 

5S 

5. EstabliSh united I OKS GU.uthier I suner o.terainaUon or4er GOl.dberg 
states Inrichment lasuea that: restored """"8th.... 
Corporation r ...iDiD9 ••aet. on 

I 	 ~. ____ ~ I ~.!12!'·LI.::'::::3':·______'-_________....L I 
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LE~D. ReSPONSIBILITY'; 
OVERALL -._.OHB.;"~ (~, 
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'A"P"PROXlMATi:' TIMING :~;:.,-

f ~, ::;~tl<~~;5.7ii,;,\§;~n%;;;J:OO-.t;1l~{ 
LATEST i' AC'TIOR' ,'.-:;:·_t--;..'!'.:::'-.~i.':'i\h~ 
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",REX't' .:snpn.,~.-t! ~,.,' ~::,!~""" ....,.., 

oitB~ STM7:~ ;,"~-, 
COftAC'l'9 ,::£i."&, 

57 Implementation of 
Energy Policy Act 
(EP Act) 

OM" Glauthier ongoing Received conservation 
investment data. 

Approved solar/- re
newable reprogramming 
language. 

Prepare OMS Bulletin 
to implement OMS 
requirement under 
Sec. 159 of EP Act. 

steer 
Bennethum 

s. Partnership for a 
New Generation of 
Vehicles 

Commerce Glauthier 
OSTP IlivliD 

Ongoing Industry agr••d to 
prepare strawman 
research proposal. 
Industry and 
government agreed to 
complete inventories 
of existing research. 

Evaluat. industry 
proposal vs. project 
goals and existing 
government/industry 
research activity. 

Pfeiffer 
Steer 

5. Department of 
Enerqy National 
Laboratories "&0 
contracts & 
Missions 

NEe Glauthier 
OSTP " , 
OM" 

l)Qcember Initial draft report 
prepared. 

DOB briefing to OKa 
in early Deceaber. 
Rniewand 
finalisatioD of draft 
report. 

Kaufman 

60 Use of Russian 
and U.S. Highly 
Enriched Uranium 
(REO) 

OMB Glauthier 
Adams , 

Summer. Agr....nt tbat UBBC 
to act aB ag.nt for 
U.8. Gov.rnm.nt and 
cov.r all costs of 
Russian BEU contraot 
for 2 y.arB. 

Goldberq 
Taft 
Bennethum 

61 Review of Yucca 
Mountain Nuclear 
waste Repository 

OMB Glauthier ongoing Director's Review 
vithin OMB on DOE 
budget. Principal 
issue concerns Yucca 
Mountain and how that 
effects 1995 budget. 

Glauthier to meet 
vith secretary 
O'Leary to discuss 
potential Admin 
proposal on financing 
Yucca Mountain. 

Goldberq 
Bennethum 
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, 
!OMS~S'!'APp,t;,.t~f 
CO'tft'AC'1'o:,i~ ., Waste Hanaqement 

and Clean-up 
Energy Glauthier 

Adams 

. 

ongoing/3 year pilot DOE has propose<l a 
GPRA pIlot project to 
add 1600 FTE to EM 
program over J years
tbrouqh contractor 
conversion. oireotor 
autborized addition 
of 400 rrtI in " 
.19'4. r>eciaion on 
rnai-ninq 1200 ~ 1 • 
pen4inq. 

BSD will work with 
DOl to ••tabli.h 
perforaanoe ••••ur•• 
to Mnitor 
iapl••ntaUon. 

••nbetbUa 

.J DOE-Use CRADAB EneX'fJY Glauthler 
OSTP . 
NEe/OKS 

Karcb 19,. ~~ 4o~ent. .ere 
requ••te4 in 
septeaber, bat .... 
yet to be rec.l~.d. 

~!lt. 'Will be n
~te4 to coaplete
tbe anal,...... 

Faroff 
Bennethum 

•• Superconductinq
Supercolilder
(sse) 

Enet'9Y Glauthier 
OSTP 
NEC/Ofm 

Several years 8.v.ranc. paotaqe lor 
on-sit. employee. was 
enDouao.d on 11/24.
is' of tbe wor~toroa 
('f' c.ploy... ha.. 
beaD t.ra1Dat.a). 

DOE and OSTP to 
coordinate with 
experts -to reassess 
U.S. high enerqy
physIcs progra. and 
consider tuture uses 
of sse site. 

DO£ and ~.rnor 

Perott 

. 

. Richards have agreed 
to.a. process to 
establish appropriate
e<n!pSnsatIcm for 
Texas. nair 
respective counsel. 
will meet 12/13. 

. 
OXIJ an4 boll are 
atudyinq PT 95 bU4qet 
~l!Ip&Ot•• 
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Fedenl OM. RivUn onqoinq. 8Ul:mliIUI:iQD Revised draft mission Call first =-eting ot I Pfeitfer 
Facilities OEP C:lauthier ot President's statement and issues 

65 
interaqency group to 

""Uey buaqet. aqenda 'baaed on e.:plore COIIaOD. 
agency COWI\enta enO "priority eettiD.9" 
agreed that ~prlorltf probl... and agree Oft 
••ttillq" ahOUld be Dan Repel. 
first issue 
cOh'!!lIidar.d.. 

~--

oe.elop additional•• I ""PTA INEC Ad.... OD""9'Olng. sUbmi.sion MAPTA l~lal.tion ISent
envlratdlntal)3nvlronMnt eftacted. Fairveather 

state lNilSqat. 
UBTR Glauthier of Pnsident'8 

leqialatioD aDd 
Tr.!!&tNry btl\tqet propoa&l.. 

n.eded to support 
USDA 
EPA 

~A t.pl".D.tatloa~ 
otherI Aqenciea 

61 I ,Udvost Floods/. Appoint esecrativ.US~ Glauthier OD~oiD9" Prepare by Promu1geted ral.. lor Weatherly
direotor for 

I
LonqHUD Edley- 4/30/94 • BCB/CORPS leveeF_ 

aomp...bnaiv.co~nhb.ive reconstruction aDd -SWrn 
Army corps atrat~ for· PDA ruftdiag' fot' atrateqy &ft4 ~lQ 
EPA addre••iDq fl0G4 c.rta1ft iael191hl. work. 
DOT dUAqe H«ua. , flood 1...... 
BSA disaater recovery. 
O.P
DO. 
DI'C 

DOC
"". ftbcipal. Ittq.8 I Supertund IOEP <».tib'IJ ot FairweatherClauthier Oft-fjoJ.tlfI·

Reauthorization aobe4uled for 12/3 
d-eei,dou in 
Pres!delltial. l~ial.ti.e propos.lsBPA 

virtually complete _ith IlI!UlO to 
_r, and decision .sao to preetdant shortly 
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FOR IMMEIJIA TE RELEASE CONTACT: Beth Bu¢l11mullu, Pn::sidcnt 
June 29, 1994 202/466-4790 

Susnn Frost. Excc\lti\'~ Director 
202/543-6300 

HOUSE PASSES APPROPRIATIONS BILL WITH 
NO INVESTMENT FOR EDUCATION 

Educators C aI/ 011 SenOfe fa Correct the Silllntiol1 
j' , 

WASHINGTON, DC ~ "I1w Commitrl!e fOf Education Funding (CEF). a coalition reprt::senting mOfe 

than 75 11<*1;00..1~uucaliotl ass1XilolIILms, 110 >::<lrnordinarily disappoinl'¢u by [I}Ii l",;k of<:du,-,alit'lll 

im'e;:tment in the Hou!;C~pa:;i\ed l,ahor. Health and Human Ser,ices, Education Appmprinliom'. hiH 

for FY1995, The FYl995 spending bill. which cleared the House fioortoclay. cOlltain~d only a 2.3 

percent net increase tor edtlcatioll-1Ul amotlllt iosutlicient to meet even infla1ionary costs (see chart 

#1). For higher education. the bill is even more stark; overuU funding is well belo\\I FYI994 levels, " " .. 
"TIll: I03rd CtlUgn:ss Jir~t\..>J !lIw.:h of i1:> <llkn!ion 10 t\:'shaping t!Jw..:ulion allh..: d-:nlt!'llU!.fY, 

~e{.ndary, and pO$1;:econdary level!!." !!aid CEF rre~ident Ro!!h Ruehlmallll, Oirector of Federal 

Relations for the Callfomia Slate Unl'.'CI'SifY. "but without adequate fundiug to impl..,m¢nt these 

dlanges, tih: l¢gilllalin: t;ffvtls aft: absulult:ly meaningless." 

III FehrullfY i994, Preltident Clinton called for an increase of$1.7 hiliion for pmgram:;: aCm5$ 

the Department ofEducation (see chart #2)-a request the education community praised as lite 

largest overall investment proposed by the V.'hite House in more thun it decade. In ~lay ot'lltis yenr, 

'" 
COllgNSS udop1ed un FYI99S Budgel Resolution sufficient to fund education initiatives lind maintain 

: : 
,:/' suppurt fur I!xhling ~Jw.;alion prugrams. ., ," -", , 

[more] 
,
" . 
. ,-' 
,.-, 

, . 

'
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But in H.R" 4606 the Fisct'll Year 1995 Appropriations bill for th,;:: Depanments of Labor. 

Health and Human Savices, and Education-educatioll received les~ than a third of the Presidellt's 

recommended im:rcasc. SI.l billion below the budget recommendation. 

Under H.R. 4606. Chapter 1compensatory education for disadvllntaged students. which faces 

~n increllsing Ulll1\Wr <:'If children living ill poverty, receiyed less. thlm tuM offhe recommended 

increase. As a re;uh. millions ofeligible students witl go unserved. The federal sh;tre of support for 

education progHlIm.. for ~tudellts with di!oabiiitie!o continues to erode to a fraction of the level 

promised whcn the federal mandate to serve these students \\'3S enacted. 

Jolm Forkcllbrock. CEF Vice~Presjdent and Executive Direclor of the Nalionai Association of 

Federally ImpacMd Schools said, "El<:m<:l1lmy ami ~omlary programs an: o::um:nlly ulld<:rgoing a 

nllljor re1'onn as Congress realithoriZe~ the Elementnry and Secondnry Education Act. E~lnhhshed 

programs like Chnpter 1, Chapter 2, and Impact Aid have b~ redirec.ted to serve students bener. 

Under 1he Hotll>e biU, educatioll doUar~ will fall far !lhrn1 ofbeing able to aCCOlnpliloh the objectives 

envisioned by the an1horizing committecs." 

In addition. appropriators' d~cision to place a cap on the number of Pell Grant recipients is a 

filOdameut1tl chant:t: in the nature of1M pr(rgram (1M an nhandooment of the c('lumitmenis made in 

the Higher Education Act Amendmems of 1991. This ca.p. along Wilh the $75 million cui in firumc!al 

aid to s1mh:nts. tllldenninelo Ill!: National Education Goals by signaling to s.tudent>. that evell if they 

achieve high academic standards,. foocral student (lid may not h-; uvuilable. Next y.;;ur, smdcnts will 

receive lower awards than last year, and many will have to go further into debt to finance their 

education. 

"As we talk about re-engineering our economy and our workforce. it is ironic that we 

continue: to cut student lKCl:SS und ch>.)ice to education," stated CEF Treasurer VilJlet Bo),>;!!', Dir>;!ctur 

[morel 



ofCon gressi ann1 Relations for the NatIOnal Associahol1 o/Independent Colleg:::s and Ut!i~'Crjltle$, 

"Study after study shows that a college degree will increase a worker's lifetime eamings-and thai 

gnmt fimding increase'!; the chance.~ of gntdlll'ltion tor l'I1inorjlje~." 

Buehlm~um sbted that the coalition, "urges this Congress not to sell America's students short, 

Specifically, we call upon 1he Senate to appiOve spending l.;::vds consistent wilh tll~ Presidenl\. 

request ,und the Congressional Budget Resolution. This Congress simply must incrcttsc the 

investment in education this yenr-and sustain that investment in the future-if we are to strengthen 

fhe nation'$ eCOIl(,mi;;: vitality, promote ¢dUCl'ltional opportunity, and pn::.\eTVe nalional security 

After al!. a limited invesrment \\/i11 only yield Timited resu!ts," 

CEF is a nOll-profit, nonpall1!.an organization eslabli!J1ed in 1969 10 .achieve adetiuate 

finandlll support for our nation's educational system. As the largest education coalition of its kind. 

CEF members include elementary. 5e<:ondary. and postsecondary students. parents. teuchers. 

Ildmini!;trator$, librarian .., COtlnf'eJor'i, tmstees. school employee". and Mnte and local !;Chaol bonn'! 

members. 

### 

{more1 
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Ch.rt #1: 

Labor, HHS, Education 
FY ,.15 DISCf~lfOl)luy Iner"u$ OVitT FY 1994 In RpalDoliar$ 

(ir. millions! 
1800 
1600 
1 
1 
1 

labor HHS Education 

Chart #2: 

President vs. Congress 
Education Funding Increases 

(in billions $) 
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THE WHITE: HOUSE 


WASHINGTON 


July 28, 19S3 

MEMORANDUM FOR LEON PANETTA .~~ 


FROM: CAROL H. RASCO;Yr!Y.Jk'(V 

SUBJECT: BUDGET 


Knowing that final detai1.s ara being "hammered outrff I would 

appreciate an update phone conversation on immunization and 

family preservation with you or your designee today or prior to 

11:00 a~m. Central time tomorrow (Thursday). 


I can be reached at: 

I realize it 1s a very busy time for you, but I am receiving 

enough calls on these two items I feel it is critical I receive 

an update4 

Many Thanks! 

cc: Mack Mel,arty 

P6/(b)(6)
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THE WHITE HOUSE 


WASHINGTON 


FAX COVER SHEET 

OFFICE OF THE ASSISTANT TO THE PRESIDENT FOR DOMESTIC POLICY 

SECOND FLOOR, WES~ WING 


THE WHITE HOUSE 

WASHINGTON, DC 20500 

(202)456-2216 PHONE 
(202)456-2878 FAX 

TO'_C::=:-t-etf_('---:--_____________ 

FAX #: ')0 I- &(P4-C(J 34 
FROM: ldlIlQ.L H. RASCO le;/ 
DATE: __'1.L~-),""-y"----------c::------
NUMBER OF PAG1!:S (including cover sheet) : __5:::..._____~---

_~~~~_____ at (202)456-2216. 

The document accompanying this facsimile transmittal shee~ is 
intended only for the use of the individual or entity to whom it 
is addressed. This message contains information which may be 
priv11eged~ confidential or exempt from disclosure under 
applicable law. If the reader of this message is not the 
intended recipient; or the employee or agent responsible for 
delivering the message to the intended recipient, you are hereby 
notified that any disclos~e~ dissemination, copying or 
distribution, or the taking of any action in reliance on the 
contents of this communication is strictly prohibited. 
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SUMMARY OF TilE CUNTON-GORE ECONOMIC GROWfil PLAN 

LEADERSIlIP AND COURAGE TO BRING ABOUT ECONOMIC CHANGE After 12 
years of inaction and talk on the deficit, Bill Clinton stepped up to the plate in his first 30 
days in office and put forth a specific and detailed plan to reduce the deficit and increase 
investment in OUf people. 

CAN WE AFFORD NOT TO CHANGE? If we are serious about the economic health of 
this country we h.ve to ask whether we can afford not to change? If this bill fails. it will he a 
vj<:tory for gridlock and large deficits and a loss for getting OUf house in order and moving 
our nation forward. 

STRONG DEFICIT REDUcnON TO GET OUR ECONOMIC HOUSE IN ORDER: 
The President's plan calls for $500 billion deficit reduction plan, evenly divided between $250 
billion in net spending cuts and $250 billion in tax increases. 

DEFICIT TRUST FUND TO ENSURE SAVINGS GO TO DEFICIT REDUcnON: 
Under the President's plan every dollar that is targeted for deficit reduction will be locked 
away in a deficit reduction trust fund so that such savings promised for deficit reduction can 
never be used down the road for pet spending projects by anyone. 

FAIR Al'oID PROGRESSIVE TAXATION: The overwhelming majority of these taxes fall 
on the most well-off Americans. Indeed. the Congressional Budget Omee found tbat 75% 
of the taxes we raise rail on the top 6% most well-off families -- those thai make over 
$100,000, and 66% raU on those making over 5200,000. There is no income tax increase 
for 98.8% of American taxpayers. Only those families making over $180,000 would see their 
income ta'"{ rates increase. 

SPENDING CUTS: The Clinton pian calls for $250 billion in net spending cuts -- a $1 in 
cuts for every $] raised in revenues. Every dollar of new investments is paid for with over $3 
in spending cuts. There are over 100 domestJc programs cut by over $100 m1ilion, 

NEW INVESTMENTS -- BORROWING LESS WHILE INVESTING MORE: The 
Preside:nt1s economic plan includes enough savings to lower the deficit by $500 billion while 
still making room for nearly $100 billion in new investments and $100 billion in new tax 
investment incentives. 

STRONGER ECONOMY: The presentation of the Clinton plan has lowered interest rates 
and already had a positive effect in turning this economy around. lobs: We have created 
755,000 jobs in the first four months of this Administration -- over 90% (702.000) in (he 
private sector. Tbus. while Ihe Bush Administration created 1 million private sector jobs in--
four years, We have created 70% that much in just four months. Innatfo~: ·'Inflation was 
virtually flat this last month. showing that we are creating jobs and gettmg growth back 
without sparking inflation, Housing and Construction: Last month new housing sales were 
up 22.7% -- a seven year high. 130.000 construction jobs have be~n created in the last four 
months, the largest four month gaIn in nearly nine years. ." 



THE PRESIDENT'S DEFICIT REDUCTION PLAN HAS ALREADY PRODUCED 

ECONOMIC BENEFITS 


LOWERED INTEREST RATES TIED TO CLINTON: The strong bond market rally 
began right afler the November election. Investors showed confidence in Bm Ointon!s 
commitment to deficit reduction and the substantial drop in long-term interest rates continued 
after the President introduced his economic pian -- the largest deficit reduction package ever 
championed by a U,S. President. The evidence is in the numbers! 

Treasury issues 11/06/92 1/26193 2/19193 6/18193 

3 mo. bill 3.06% 2.95% 2.93% 3.06% 

10 yr. note 6.97 6.50 6.35 5.95 

30 yr. bond 7.76 7.26 7.13 6.81 

Conventional mortgage rates 30 
yr. fixed (FHLMC series) 

8.29 N/A 7.65 7.38 

IMPACT OF LOWEREO RATES ON AVERAGE AMERICANS: 

Big Savings On Buying or Refinancing a Home: a March, USA Today article 
showed that many middle class families wHi save over $1000 in mortgage costs from 
the reduced interest rates that have been brought about already from the seriousness of 
the Clinton plan. [USA Today, 2124/93] 

If a family with a $100,000 mortgage at a to percent ratc refinanced at a 7-1/2 
percent mtc, monthly savings would total 5175, or 52,100 a year. [Treasury Dept. 
Estimate1 About 375,000 Americans refinanced their homes during the first quarter. 
[Mortgage Bankers Association Weekly Survey and Treasury Dept. Interpretations] 

New Home Sales: lower interest rates have led to a surge in new home sales. In 
April, new horne sales rose 22.7%, the largest monthly increase in almost seven years. 

Construction Jobs: With the lower interest rates. and increased building, construction 
jobs have increased. The construction sector, which lost 721.000 jobs during President 
Bush's tenn of office, has gained 130,000 jobs so far during President Clinton1s renn 
- the largest four-month gain since July of 1984. 



RESI'ONSE TO DOLE ON SPENDlNGrrAX RATIOS 

I. FACTS ON CLINTON BUDGET SPENDlNGrrAX RATIOS: 

House and s.nate Budget Committee Both Support Us: Let's Look at the Basic FuclS: 
There are now two version of the plan. The House and the Senate Finance plan, 

The HouS(: Budget Committee has done an analysis of the House plan and found that 
their bill had $250 billion in cuts and $250 billion in taxes -- exactly $1 to $1. 

The Senate Budget Committee using the most conservative and traditional methods 
possible and still found that the package to be over $1 to $1 -- with $1 in spending 
cuts for every 92 cents in deficit reduction. 

o We have an balanced package of $500 billion. which as Chairman Moynihan said, is 
the largest package ever. There is $250 billion in spending cuts. We bave about 5100 
billion in entitlements: $100 billion in other spending eulS; and $50 billion in savings 
from interest we pay on the national debt. 

o The", a", well-over 100 cuts of $100 million or more in domestic programs 10 
IIIe Clinton budget. 

II. THERE IS NO REPUBLICA.'1 LEADERSHIP -- ONLY REPUBLICAN 
A'ITEMPTS AT GRIDLOCK AND TO PROTECT TIlE STATUS QUO: 

o The Republicans offered 11 amendments to the Senate Finance bill and not one 
single one sought to cut spending by one single dollar. 

o The Republican response by Senator Packwood is tbat "we are not going to do 
ladditional spending cuts) alone" because they do not want to take the hits of showing 
leadership. (Washington Post, Iune 19, 1993) Yet, President Clinton -- alone -- put 
out an entire deficit reduction plan of nearly $500 billion. with every Cut and revenue 
raiser Hne-by-line, and year-by-year. 

m. DOLE & PACKWOOD DISPUTE THE CHART THE PRESIDENT SHOWED 
AND SAY TIIAT THE REAL TAX/SPENDING RATIO WAS ONLY 3:1 OR WORSE 
AND TIIAT THE DEFICIT REDUCTION WAS AS UITLE AS $347 BILLION. 

o Bob D"le has tried to block this change and this leadership by distracting the 
American public from what is really at stake: the largest deficit reduction in history. 1 
hoped th,rt the Republicans would join the President in showing leadership on defieit 
reductton. 



o It is important to note how extreme their hand out is. It gets a wild 3: 1 ration by 
three steps, which you can see in their attached hand-out: I} not counting 
discretionary spending cuts as either spending cuts or even deficit reduction at all: 2) 
by nOt counting interest savings as spending curs, and apparently from their hand-out, 
this too is not seen as legitimate deficit reduction. 3) Use.r fees for the first time ever, 
are not counted as spending cuts. Thus, the only thing they calculate in making a 3: 1 
ratio is taxes and some entitlement cuts. 

Dlscretionary SpeudiDg Cuts: Dole denies all of OUf $100 biUion in spending cu'. 
that come from 'he caps and sequesters -- even though we have line by line cuts. He 
simply ignores 125 domestic discretionary cuts. He states tbat there is no 
enforcement and tbat is untrue. There is an extension of the current procedures in 
the budget resolutions and 'he House Bill. 

When Dole bragged about the "$500 billion deficit in 1990, he was counting 
discretionary spending savings under enforced by the same cap and sequester 
thnt is being extended in the Clinton plan. (See quotes on following page.) 

The Republican alternative in the House -- the Kasich plan -- uses savings 
from for their deficit reduction package. 

Cuts in Paying Interest on tbe National Debt: Dole & Co. say that cutting the 
interest govenunent spends on the national debt is not a spending cut and that we are 
wrong to count that as a spending cut. 

Interest savings are used to get to $500 billion in the 1990 plan, and they were 

always considered spending cuts. 


Kasich plan uses $50 billion in net interest in its 

so-called "all spending cut/no taxe." House Republican alternative, 


Fee.: Dole also mocks the notion that so called user rees should be seen as spending 
cuts. For years, every Administration -- Republican and Democrat -- has counted it 
as a cut. When we spend money on an airport and we let private jet owners for free, 
and we make people pay for the usc, we cui the spending and it has always been 
called a cut. 

In 1985, Dole was 'he point person On a deficit plan, in which they specifically 
counted fees as spending cut. 

The 1990 plan that Dole took part-authorship of had user fees, and they were 
clearly scored by the Bush OMB as spending cuts. 

The Kasich pI,,". clearly has fees and specifically lists them as spending cuts 
- indeed they boast that their plan has no new taxes. 



OUR SPENDING curs ARE REAL 


The Clinton plan calls for approximately $350 billion in spending cuts in discretionary 
spending. entitlement cuts, and cuts on interests paid on the national debt. While there has 
been a great deal of distortion as to the degree of our spending cuts, the facts are as follows: 

o 	 Half of the: Prcsjdent's $500 billion deficit reduction plan. comes from spending cuts. 

o 	 The President's plan actually cuts nearly $350 billion in spending. He uses $250 
billion (or deficit reduction and nearly $100 billion for new investments. in education. 
training, technology, crime prevention and defense conversion. 

o 	 The $250 billion fur deficit reduction comes approximately from SlID billion in 
discretionary spending cuts, $90 billion in entitlement cuts and $;0 billion in cuts on 
interest paid on the nadonal debt. 

o 	 It is completely untrue thal tile President is in anyway delaying spending cuts. He has 
repeated on several occasions that there wiU be no tax increases without spending cuts. 
Indeed, below is • summary of some of the prnposed spending cut< and the omounts 
that wHl be cut in the first year of the budget in FYl994. 



SUMMARY OF SPENDING CUTS: 


Entitlement Cuts: 

The plan identifies over 30 specific cuts in Medicare and Medicaid that reduce 

the deficit by $56 billion. 

Agriculture entitlements are cut by $3 billion 

Federal worker entitlements arc cut by $11 billion. 

Through FCC spectrum auctions we save $7 billion. 


Discretionary Spending Cuts: And that is nOl counting the spending cuts on the 
discretionary budget side, which include; 

pay reductions for Federal employees by $13.2 billion 
Administrative cutS by $11 billion 
Cutting 100,000 federal workers ((} save $10.2 billion 
~uclea.r reactors R&D cuts to save $1 biliion 
REA subsidies cuts to save $545 million 
Agriculture administrative cuts to save $1.1 billion 
Consolidating overseas broadcasting to save $894 million 
Streamlining education programs to save $2.2 billion 

Eliminating Programs: The plan also calls for eliminating several programs: 

Tens of Highway Demonstration projects saving over $1 billion 
Special Purpose HUD grants 
Tens of National Oceanic Atmospheric Administration Demonstration projects 
The current and outdated student loan program 
Earmarked SBA grants 
Agriculture special grant programs 
Unnecessary federal commissions 



FAIR TAXATION THAT REWARDS WORK AND PROMOTES INVESTMENT 

The President's plan turns around trickle-down economics by putting forth a deficit reduction 
plan that is as fair as it is real in bringing doYln the deficit. 

TAXES FALL ON THOSE MOST ABLE TO PAY: First, the overwhelming majority of 
these laxes fall on Ih. most well-off Americans. Most of the taxes are ones that affect only 
Ihe largest corporations or taxpayers wilh income well in excess of $125,0000. Only Ibe top 
1.2% of families -- those with incomes over $180,000 -- will pay higher income taxes. For 
the other 98.8% of Americans, their income tax rate stays the same. 

Indeed, tbe Conf!l'essional Budget Office found IhatM'II> of tbe tox•• w. raise rail on 
Ibose making ov.r $200,000, wbile 75% of tb.Ia.... we ral•• fall on tbe 6.5% most well
olf families -- tbos. Ibat make over $100,000, 

THE IMPACT ON AVERAGE FAMIUES IS MINIMAL: Second, the only tax in the 
President's initial package that affects the middle class is the energy tax and Ihat does no. 
even go into effect until the summer of 1994 and when it does, it will be phased in three 
equal stages over three years. The average family making under $30,000 will pay no 
additional taxes. In 1994, a family making $40,000 will pay only and additional $1 a month 
under all the Clinton tax proposals. In 1995, they will pay only $7 and then only $17 a 
month when it is fully phased in according 10 both Treasury as well as the Congressional 
Budget Office. On .he olher hand, the most wealthy households will average over $1,900 per 
month in additiorull taxes by 1998. 

If a hill with less than the President's energy tax is chosen for the final bill, there will 
be even less of a monthly butden. 

Furthermore, the lower interest rates caused by the announcement of the President's deficit 
reduction plan has already allowed middle class families to save over $1000 a year in lower 
mortgage costs. [ USA Today 21241931 

THE PLAN INCLUDES A MAJOR TAX CREDIT FOR THE WORKING POOR AND 
OTHER OFFSETS TO ENSURE THAT FAMIUES UNDER $30,000 ARE 
GENERALL1! HELD HARMLESS: The President's plan called for offsels in things such as 
Earned Income Tax Credit so that families with incomes under $30)000 are on the whole held 
harmless. Accotding to a study by Arthur Anderson, a family of three making $25,000 would 
actually see their taxes full by several hundred dollars. 

PRO-BUSINESS INVESTMENT INCENTIVES: The Clinton plan also includes targeled 
pro-bUSiness investment incentives, especially provisions that would promote smail business: 
1) a plan to inerease the amounl small businesses could expense from $10,000 to $25,000; 2) 
new provision to lower the capital gains tax for small businesses and empowerment zones that 
give businesses incentives to invest and create jobs in distressed economic communities. 



Q & A ON SENATE BUDGET PlAN AND OTHER BUDGET ISSUES 

SENATE BUDGET BILL: 

QUESTION: The Senate has changed much from the President's bill and takcn out or revised 
many of the provisions that are close to his heart. Does this mean that he wiU support the 
House bill or is he ...isfied with .he Senate bill? 

ANSWER: We are going to fight for what we consider to he the core principles of 
this package: 1) $500 billion in deficit reduction to get interest ra ... low and coonomic 
growth up; 2) $250 billion in spending cuts; 3) a tax package that for a change is 
progressive, in which at least 75% of the burden f.U. on those making over $100,000; 
and 4) And which has pro-work and pro-investment incentives. 

I think the: both the bill that passed the House ac:d what is in the Senate are biUs that 
both generaUy fit over 80% of the President's package, but we will fight to ensure that 
the final bill fits these principles of deficit reduction, fairness and spending less bu. 
better. 

QUESTION: But doesn't the loss of so much of the energy tax mean .h •• ei.her .he bill no 
longer fits these principles or that it is really quite different now from the bill that the 
President put forward, 

ANSWER:: No. The main prinCiples that lhe President cares about arc that we have a 
package that reduces the deficit by $500 billion in the most fair and pro-growth way 
possible. Both bills include nearly all of the ,axes that we called for and they fall on 
those making over $180.000 while ensuring that average families never pay more than 
a few dollars more a month. 

Our concern is whether reducing the energy tax will lead .0 a less fair deficit 
reduction plan by putting tOO much burden on the working poor or 34 miHion 
Americans who rely on Medicare Or as some have suggested, by cutting benefits for 
27 million Socjal Security recipients. That is what the President will have his eye on 
as we fight for final passage. 

QUESTION: You said that one of the principles was to get the President's inves.ments. Yet, 
this package has no empowennent zones, 510 billion less in the Earned Income Tax Credit, 
and no immunization. Can you say that this paCkage really meets those principles? 

ANSWER: I do believe that on the whole what has come out of the Senate Finance 
Committee is a pro-investment and pro-work btU very much as the President 
proposed. Do we think this bill is good? Yes. Do we think it couid be made hetter 
by being even more pro-work and more pro-investment by staying closer to my 
original proposal. Yes. But we are making progress and we are confident we will be 
able to work out a strong final bill. 



SMALL BUSINI<:SS PROVISIONS: 

QUESTION: How about the proposal to cut hack smail business expensing and the small 
business capital gains tax cut? 

ANSWER: The President has proposed to more than double the amount of 
investments that small businesses can immediately deduct l and he has offered a plan 
for a new targeted capital gains tax cut for small business because we believe that 
small businesses are the engine of creating jobs for middle class America. Both the 
House and Senate biJls increase the investment provision significantly -- but we will 
cenain!y fight to make the final bill one that is "" strong as possible in spurring job 
creation and entrepreneurship among our small businesses. 

ENTITLEMENT CAPS: 

QUESTION: Clearly entitlement spending has contributed significantly to runaway budget 
deficits. Several Repuhlican alternative plan..:; rely on entjtlement caps to achieve entitlement 
savings. Does the Gintan Adminisrration support an)!. type of entitlement cap to control suciI 
spending? 

ANSWER: LeI me say, that Ihe President does support an entitlement "alarm beU" 
mechanism -- like Ihe Stenholm!Sprat/Penny proposal -- thaI forees the President 
and Congress to deal with entitlement spending any time it goes above estimated 
targets. 

Furthermoret the President supports the notion of essentially capping entitlement costs 
through health carc reform. which is a context in which we can control costS while 
dealing with the underlying problem of spiraling health care costs. And finally, Ihe 
President made specific choices and came up with close to Sl00 bUHan in specific 
entitlement savings and he did it in a way that was as fair to entitlement beneficiaries. 
If the Republicans want more entitlement caps~ they have an Obligation to give us the 
specific cuts they want -- and not to hoodwink tbe American publica with an 
eOlidemenl cap proposal that sounds good but hides all Ihe laugh choices. 

REPUBLICAN ALTERNATIVES: 

QUESTION: What is your opinion of the Kasich proposal thaI many Republicans support in 
the House? 

ANSWER: This bill is • ease of false advertising. They will lell you Ihal it is good 
because it has no taxes. What they won l

( tell you is the following: 

Quite simply: the Republican alternative says that in order to have less taxes on the 
most well-off Americans, we should have $100 billion less deficit reduction, more 
Medicare cuts to 34 million beneficiaries, less investment in poor children through 



investment in poor children through successful programs like Head Start, and that we 
should then gUI every single new investment we have to help the middle class -- from 
worker [raining, to college opponunity, to defense conversion. to apprenticeships. to 
welfare reform, to investing in our environment. They are gUilty or false advertising. 

Let me make this clear. When you look at Republican alternativ •• that brag 
about not raising any taxes -- keep in mind that what they are really saying is 
that they are not going to ask for .ny conlribotlons to dellclt reduction from the 
wealthy and they are going to have to make up the ditterern:e by further cuts 
elsewhere -- cuts that almost alway. fall squarely on the backs of the middle 
class. 

The bargain that supporterS of the Kasich plan want America to accept is less 
investment, less deficit reduction~ and tough cuts in health care for 34 million elderly 
Americans and even poor children so that they can cut the keep the top 1% from 
having to pay higher taxes; so that they can keep the country club deduction; so that 
they can J.ieep the 3-manini lunch deduction high and so thac corporations can still ask 
the rest of us to subsidize CEDs who make over $1 miUion even when their 
companies are not perfonning. There is nothiog strong and certainly notbing pro
middle class in doing less defidt reduction, less investment in our people and 
schools, and more on attacking Medicare so tbat you can keep special interests 
bappy and taxes on the most-well off Americans low. 

DISCRETIONARY INVESTMENT CAPS: 

QUESTION: How are you going to deal with the facts that your investments are tens of 
billions over the caps? Isn't it the case that you will have to scale back your investment 
package significantly? 

ANSWER: The Clinton plan cuts spending by $250 billion while still finding some 
additional cuts to pay for new investments in education, training, technology and 
defense conversion and 100,000 new police on the street. Every dollar of new 
investments is paid for by a spending cut. As to whether this includes everything we 
think we need for investment in the future} the answer is nO. But Our goal OVer the 
next four years is to find room for mOre of the investments in people that we 
desperately need, but not through spending more:, but through finding even additional 
cuts SO that we are spending less. but spending better On economic growth and jobs for 
our future. 

QUESTION: Didn't the President oppose a gas tax during the campaign? 

ANSWER: The President did not want to raise any tax that would have any impact on 
the middle class. 



Yet, the deficit -- which had got wo". during the campaign -- deteriorated 
significantly again in January, and required major new deficit reduction sources to get 
to where we need to be. Rather than practice business as usual -- which is eitber to 
'ignore a worsening deficit projection or use rosy scenarios to cover it -- the President 
relt he had to include an energy tax, and he felt the Bn! tax. with offsets, was the 
mOSt fair way, and the way that had the best chance of passage. With the new deficit 
numbers. he was making the best of a bad situation that he inherited. 

When we proposed our plan we felt the BTU tax was needed to get deficit reduction 
we had to have in the mOSt fair and pro-growth manner possible. That is still our 
feeling. but our goaJ is not to make a litmus test out of anyone provision. but to fight 
as hard as we can to make the final bill -- including the energy lax -- that comes out 
of Conference have $500 billion in deficit reduction and be as pro-growth and pro
fairness as fHlSSible. 



SUMMARY SHEET ON SEVEN KEY POINTS 


LEADERSHIP AND COURAGE TO BRING ABOUT ECONOMIC CHANGE 


• 	 After 12 years of inaction and talk on the deficit. Bill Clinton stepped up to the plate in 
his first 30 days in office and put forth a specific and detailed plan to reduce the deficit 
and increase investment in our people. 

SPENDING CUTS ARE SIGNIFICANT AND REAL 

• 	 There are three dollars in spending cuts for every new dollar in new investments. In 
other words for every dollar of new investments that goes to things like new cops, 
national service, immunizations and defense conversion. nearly two additional dollars 
in spending cuts goes to deficit reduction. There are 200 cuts in spending programs; 
$250 billion in deficit reduction through spending cuts. 

SPENDING CUTS TO FUND DEFICIT REDUCTION AND NEW INVESTMENTS 

• 	 In the reconciliation plan alone, there were enough entitlement cuts to fund $100 billion 
in deficit reduction and pay for important new investments in our people, including 
childhoold immunization, family preservation. empowerment zones. direct student 
lending, the Mickey Leland Hunger Bill, and an expansion of the earned income tax 
credit that would ensure that every parent who worked 40 hours a week and had a 
child at home would not be in poverty. 

FAIR AND PROGRESSIVE TAXATION 

• 	 The overwhelming majority of these taxes fall on the most well-off Americans. Indeed, 
the Congressional Budget Office found that 75% of the taxes we raise fall on the 
6% most-well families -- those that make over $100,000. Second, we use 
increases in such things as energy assistance and the Earned Income Tax Credit so 
that families with incomes under $30.000 are (on the whole) held harmless. According 
to a study by Arthur Anderson, a family of three making $25,000 would actually see 
their taxes fall. 

THE ENERGY TAX IS MODEST AND PHASED-IN 

• 	 The energy tax does not even go into effect until the summer of 1994, and when it 
does. it will be phased in three equal stages over three years. In 1994, a family making 
$40,000 will pay only $1 a month. In 1995, only $7 and then only $17 a month when it 
is fully phased in according to both Treasury and the Congressional Budget Office 

DEFICIT TRUST FUND TO ENSURE SAVINGS GO TO DEFICIT REDUCTION 

• 	 Thai is what the Delicit Reduction Trust Fund Does. II locks in $496 billion in deficit 
reduction and throws away the key. It gives the American people a legal guarantee 
that all of the funds will go to deficit reduction. It is a needed enforcement provision 
because currently, the budget law the President inherited does not have a way of 
locking in the deficit savings that come from taxes and entitlement cuts. 

I 




LOWER ItlTEREST RATES OFFSET TAX INCREASES 

, Longteml interest rates are at their lowest in 20 years, They are 7.43% today, while on 
November 6, 1992 they were at 8,29. A f.mily who refinances Iheir to% $100.000 
mortgage at 7.5% saves $175 a month or $2,100 a year. 
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ECONOMIC PLAN TALKING POINTS 
May 17, 1993 

I..EADERSHIP AND COURAGE TO BRING ABOUT ECONOMIC CHANGE 


• 	 After 12 years of inaction and talk on the deficit. Bill Clinton stepped up to the plat. in 
his first 30 days in office and put forth a specific and detailed plan to reduce the defICit 
and increase investment in our people. 

• 	 Change is tough -- particularly when that change means reducing the defICit -- but if 
we are serious about t.he economic health of this country we have look at the package 
as a whole. and ask if it Is real and whether we will be stronger if we support this 
change. The answer on both accounts is yes. 

• 	 Everyone talks about doing tough things to get the deficit down. but they aU never 
come Iortih with the tough. specific choices: they all rely on balanced budget or 
entitlement cap Ideas. Bill Clinton put forth a detailed and specifIC plan. 

• 	 This week Congress took a major step in moving the Pres~ent's Economic Plan 
through the Congress. Thirteen committees of the House of Representatives adopted 
the spending cuts and revenue increases needed to implement the Presidents $496 
billion doficit reduction plan -- the largest deflCil reducllon plan in hislory. eest of all, 
the President's core principles have remained intact. He insisted on specific spending 
cuts before asking the American people to contribute. And he insisled that any 
increase in taxes be fair to the middle class and the working poor and rety most on 
those who can aHord 10 pay. 

EVEN 	DISTRIBUTION BETWEEN SPENDING CUTS AND TAXES 

• 	 There ale over 200 specific spending cuts. Spending cuts reduce the deficit hy 
approximately $250 billion over five years. The $496 billion plan to reduce the defICit 
is evenly divided between spending cuts and revenue increases. Indeed, with each 
year. the ralio of spending cuts 10 taxes increases so thai by the end of the flVO ysars 
there is significantly more spending cuts than tax increases each year. 

• 	 Every tax doliar in the bill goes to deficit reduction. 

There are three dollarS in spending cuts for every new dollar in new investments. in 
other words for every dollar of new investments that goes to things like new cops, 
national service, immunizations and defense conversion, nearly two additional dollars 
in spending cuts goes to deficit reduction. 

• 	 Policies 10 cut spandlng are not delayed. They are being proposed and will be 
legislated at the same moment that any tax increase goes into law. Indsed. $100 
billion in enlillemenl cuts heve already been approved and sent to Ihe lIoor in the 
House. 

SPENDING CUTS TO FUND DEFICIT REDUCllON AND NEW INVESTMENTS 

• 	 A.s with the entire package. the reconciliation package includes enough cuts to support 
not only serious deficit reduction but new investments as well. As mentioned above. in 
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the enUre economic plan as a. whole, for every dollar of flew investment, there is a 
dollar of spending cut to pay for n and two more for deficit reduclion. 

• 	 In the reconciliation plan alona, there were enough, there were enough entitlement 
cuts to fund $100 billion in deficit reduction and pay for important new investments in 
our people, including childhood immunization, family preservation. empowerment 
zones, direct sludenl lending. the Mickey leland Hunger Bill, and an expansion of lhe 
earned income tax credit thai would ensure that every parent who worked 40 hours a 
week and had a child at home would not be in poverty. 

SIGNIFICANT SPENDING CUTS: 

In addition to the spending culs that will be passed during the appropriations process, there 
are significant entitlement cuts in thiS reconciliation package. A lot oC people like to talk about 
entitlement cuts by calling for caps and other devices that keep them from having to be 
specific. This plan has tough specific cuts: 

The plan gives over 30 specific cuts in Medicare and Medicaid that reduce the 

deficil by $56 billion. 

Agriculture entitlements are cut by $3 billion 

Federal worker entitlements are cut by $11 billion. 

Through FCC spectrum auctions we save $7 billion. 


• 	 And that is not counting the spending cuts on the discretionary budget side, which 
include: 

puy reduction jor Federal employees by $13.2 billion 
Administrative cuts by $11 billion 
Cutting 100,000 federal workers save. $10"2 billion 
Nuclear reactors R&D saves $1 billion 
Agriculture administrative cuts saves $1.1 billion 
Consolidate overseas broadcasting saves $894 million 
Slreamlinlng education programs saves $2.2 blllion 

• 	 In addition, many of Our cuts call for eliminating several programs: 

Tens of Highway Demonstration projects saving $1 billion 
Special Purpose HUD grants 
Tens of NOM Demonstration projects 
The current and outdated student loan program 
Earmarked SBA grants 
Agriculture special grant programs 
Unnecessary commissions 

FAIR AND PROGRESSIVE TAXATION 

• 	 The President's plan turns around trickle-down economics by putting forth a deficit 
reduction plan that is as fair as it is real in bringing down the deficit 

• 	 First. the overwhelming majority of these taxes fallon the most well-off Americans. 
Indeed, the Congressional Budget Office lound thai 75% 01 the taxes we raise lall 
on the 6,5% most-well off families -- Iho.e that make over $100,000. 
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* Second. we use increases in such things as energy assistance and the Earned Income 
Tax Credit so that families with incomes under $30.000 are on the whole held 
harmless. According to a study by Arthur Anderson. family of three making $25.000 
would 	actually see their laJ<es fall by several hundred dollars. 

* 	 Third, the energy tax does not even go into effect until the summer of 1994, and 
when it does, It will be phased in three equal stages over three years. In 1994, a 
family making $40,000 will pay only $1 • month. In 1995, only $7 and then only 
$17 a month when It Is fully phased in according to both Treasury and the 
Congre.sional Budget Office 

LOWER INTEREST RATES OFFSET TAX INCREASES 

* 	 Long-term interest rates are at their lowest in 20 years. They are 7.43% today. white 
on November 6, 1992 they were at 8.29. 

* 	 While some families will pay a small contribution, millions of families will save 
hundreds a year through lower interest rates that lower thelr mortgages and other 
borrowing if our deficit reduction package is passed. A family who refinances their 
10% $100.000 mortgage at 7.5% saves $175 a month or $2.100 a year. 

• 	 According to a bipartisan poll by TeterlHart. 74% 01 people in their 30s now believe 
that hameownership is accessible. It was only 47% one year ago. Most agree the main 
dLfferenoo is lower interest rates. 

* 	 Certainly. some businesses would prefer to not have any tax increases. We would 
prefer not to raise any taxes too. Yet, you cannot look at anyone item in isolation from 
the whol<l plan. This plan as a whole will bring down the deflCit and lower interest rates 
and the costs of capital. Everyone agrees that this is the one thing all businesses need 
to Invest more and compete. 

DEFICIT TRUST FUND TO ENSURE SAVINGS GO TO DEFICIT REDUCTION: 

• 	 That is what the Deficit Reduction Trust Fund Does. It locks in $496 billion in deficit 
reduction and throws away the key. It gives the American people a legal guarantee 
that alt of the funds will go to deficit reductiOn. 

• 	 It is a needed enforcement proviSion because currently, the budget law the President 
inherited ::Ioes not have a way of locking in the deficit savings that coma from taxes 
and enUtlament CU1s. 

* 	 What we heard lrom people all over this country is that they are willing to accept 
entitlement CU1s and even fair tax increases if they can be assured that all of i1 will go 
to deficit reduction. and that Congress cannot later change its mind. 

* 	 The Deficit Trust Fund has been unfairly compared to such gimmicks as the 
Bush "tax check-orr idea. That Bush campaign proposal is another in a long list of 
gimmicks designed to masquerade as an idea fOl more deficit reduction. without 
having to say where the tough ChOices are. The Clinton plan lays out $496 bilUon 
spending cuts line-by-line. year-by-year. The Deficit Reduction Trust Fund is simply 
a I<Igal guarantee that those fundS targeted for deficft reduction in this plan will not ever 
be diverted. 
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DEF1CIT REDUcnON TRUST FUND 

As an integral part of his longtcrm economic growth plan, President Clinton put fortb 
the largest and most significant deficit reduction plan ever proposed to Congress by a 
President. It was then passed through the budget resolution process in record time. After 12 
years of increasing deficilS and decreasing investments, the President's program fundamentally 
changes the direction of the past 12 years by dramatically reducing the deficit while 
increasing investments in America and the American people. 

On May 12, 1992, President Clinton proposed a Deficit Reduction Trust Fund to 
ensure that aU of the net revenues and net entitlement and discretionary spending cuts that are 
targeted for deficit reduction, are legally bound to be used only for deficit reduction and can 
never be diverted to spending programs, Americans have sent the mes..'iage loud and clear 
that they arc willing to see tough choices if they know thai every dollar that is targeted for 
deficit reduction, must go to nothing but deficit reduction. The Deficit Reduction Trust Fund 
provides a legally binding guarantee tnat locks in the savings from the President's five year 
deficit reductioll plan. and gives the American people a guarantee that all of these net cuts 
and net revenues must go to deficit reduction. 

Description: 

An account in the Treasury containing funds that are set aside and cannot be used for, 
new spending or tax cuts. 

The account will be located in the Treasury and managed by the Secretary of the 
Treasury, 

All of the net revenues, entitlement cutS and discretionary spending cuts in the 
Presiden1!s budget must be permanently set aside and cannot be used for any purposes 
other than deficit reduction. 

Under current law, enacted in the Budget Enforcement Act of 1990. the tax increases 
and direct spending reductions enacted in reconciliation could be used to finance 
(offset) new direct spending or tax cuts. 'l11us, current rules do not "lock in'" such 
deficit reduction. The Deficit Reduction Trust Fund mechanism (together with the 
Administration proposal to extend "pay-as-you-go" through 1998) will change these 
rules SO that the deficit reduction in reconciliation will be locked-in. 
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Q&A ON DEf1CIT REDUcnON TRUST FUND 

QUESTION: '11le Deficit Reduction Trust Fund proposed this week has already been 
criticized as a "gimmick" by Republicans in Congress. What's your response? 

ANSWER: It is a needed enforcement provision because currently, the budget 
law does not have a way of locking in the deficit savings that come from taxes 
and entitlement cuts. We have done this with this Deficit Reduction Trust 
Fund and it is hard to understand how anyone who is serious about rcdudng 
the deficit could oppose this. 

We have a real and specific deficit reduction package that the CBD has stated 
would reduce the deficit by $496 billion. That is undisputable, What we heard 
from people an over this country is that they afe wming to accept entitlement 
cuts and even fair tax increases if they can be assured that aU of it will go to 
deficit reduction, and that Congress cannot later change its mjnd. That is what 
this idea does. U locks in $496 billion in deficit reduction and throws away the 
key. 

FOlLOW-UP QUESTION: But isn't this just like President Bush's check-off provision that 
you and your staff railed against during [he campaign? 

ANSWER: No, the two policies are completely different. The check-off was one of a 
long and seemingly never-ending list of budget gimmicks in which someone wanted 
to say that they have found a way to reduce the deficit without having to make one 
single tough choice that they h~ve to make, That proposal sought to masquerade as a 
measure 10 reduce the deficit by offering to set aside taxpayer designated check-off 
funds for deficit reduction without saying how spending would be cut to pay for even 
a penny of it. That is the same with entitlement cap proposals: supporters can for 
deficit reduction without specifying any of the tough choices that would need to make. 

The Clinton plan lays out every specific cut and tough choice we need for $496 billion 
in deficit reduction -- tine-by-line; year-by-ycar. What the Deficit Reduction Trust 
Fund docs is create an enforcement provision (hat locks in this deficit reduction and 
gives the American people a legal guarantee that it will all go to deficit reduction. It 
prevents gimmicks -- an idea that we wouldn't expect some of our critics to 
recognize, 

QUESTION: Doesn't this prevent you from ever using entitlement savings o( revenues to 
(und health care or other new initiatives? 

ANSWER: No. 111e Deficit Reduction Trust Fund locks in the net funds targeted fnr 
deficit reduction in this five-year budget. h does not prevent, for example. a stand~ 
atone piece or legislation (rom using entitlement savings or new revenuc:-raisers to 
pay for a new initiative th3t tbe public wanted to support and pay for. 
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QUESTION: Doesn't this preyent you from funding immunization or tbe Earned income Tax 
Credit with entitlement cuts Of the increased taxes on well-off Americans? 

ANSWER: No, The Deficit Reduction Trust Fund locks in the ru:.t savings promised 
in the President's five-year plan. For example, the plan includes both tax cuts (such as 
increasing small business investment expensing to $25,000) and tax increases (such as 
raising the top rate to 36% on the top 1.2%,) The ru:.t effect is 10 raise $240 billion 
in tax revenues for deficit reduction. The Deficit Reduction Trust Fund ensures that 
the net amounts of tax revenues and the net amount of spending cuts that arc 
dedicated to. deficit reduction are locked in through a legaUy-binding account. 
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