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DEPARTMENT OF THE TREASURY
WASHINGTON, D¢

EEGRETARY OF THE TREABURY

December 28, 1993

MEMORANDUM FOR BOB RUBIN

FROM: LLOYD Bmmﬂf@@

SUBJECT: FY 1998 BUDGET PROPOSALS — EXFIRING TAX
PROVISIONS

SUMMARY: The targeted jobs tax credit (TTTC), exclusion for employer-provided educational
assistance, and the orphan drug ax credit expire on December 31, 1994, The R&E tax credit
and the R&E 30-percent allocauon rule expire mud-year in 1995, If the President wishes to
propose the extension of some or ali of these provisions, such proposals should be included in
the FY 1995 budget submission to the Congress. This memorandum describes each of the
expiring provisions and provides you with 2 recommendation regarding how long these
provisions shouid be extended.

RECOMMENDATION: Because of revenue constraints and other factors set forth below, |
recommend maz ihe Prcsndmz gmpose a pacimgc consxsung of either a {I} W

Either of these two approaches would, as [ believe we should. minimize the number of
ax increases in the budget (which will be necessary 10 pay for extending e expiring provision
under the pay-go nies). During an election year, both Democrats and Republicans are likely
10 oppose another round of tax increases pardeularly after the enactment of the 1993 Budget Act.
[t is also important to keep in mind that at some time next year we will have to propose ways
to finance the GATT--Uruguay Round {(zpproximately $11 billion over 5 years), Generalized
System of Preferences (52,7 billion), unempioyment insurance extended benefits program ($3.3.
billion}, the dislocated workers program (35 billion), and weifare reform (520 billion). I would
note that a package of permanent extensions of the expiring provisions would ¢ost in excess of
$14 billion over 3 years.

The first of the two alternatives I recommend exciudes the R&E credit, 50-percent R&E
allocation rule and TITC. Since the R&E provisions expire in mid-1995, we could defer this
issue and include both of these provisions in the FY 1996 budget. In additon, several
proponents of the credit (i,g,, Senators Baucus and Danforth and Rep. Pickie) have proposed a
number of modifications o the credit rules, We would like 10 evaluate these proposals before
proposing (o further extend the credit. In addition, the Department of Labor recently issued a
report which indicates that the TITC may be an ineffective and inefficient tax subsidy, Thus,
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the first alternative aiso excludes this credit.  In 1994, we would review thig credit with the
Labor Depanment 10 deiermine if the ¢redit should be restructured or atlowed 10 expire.

The second alternative, which wouid extend all five of the expiring provisions for one
year, would cost $3.2 billion over 5 vears. This proposal would provide for the minimal
possibie extension of the expiring provisions in 1994 30 as to ensure that the provisions would
not have to be exwended retroactively at some point in 1995,

DISCUSSION:
i. InGeneral. The provisions expiring before the end of FY 1995 are as follows:
December 21, 1993 . Health insurance deduction for self-employed
individuals
December 31, 1994 * Targeted jobs tax credit
L Exclusion for employer-provided educational

assistance
. Orphan drug tax credit

June 30, 1993 ® 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
hill included permanent extension of the low-income housing credit, the morigage revenue bond
program, small-issue industrial deveiopment bonds, and alternative minimum ax (AMT) relief
for chanitable contributions of appreciated property.

[ 58 ed individuals. The exsension of this provision

i ] X531 "I‘he prcposa! in the haahh care bill permanently extends
axzd zn{:rease.s the deaizzcmn from 25 percent to 100 percent, This proposal Zo&w $9.8 hillion
over 5 years.

T, The TITC provides a maximum credit of $2,400 per empioyee to emplovers that
hire individuals who are recipienis of payments under means-tested transfer programs,
economically disadvaniaged or disabled. The Labor Department is responsible for overseeing
state programs to certify eligible recipients.

A recent study by Labor’s Inspector General analyzed the effectiveness of the TITC in
Alabama. This study found that most of the workers hired by companies would have been hired
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without the credit. Many empiovers taking the credit do not know at the time a job offer is
extended if the individual wiil qualify for the credit, In addition, some employers are reluciant
10 ask the questions necessary to determing eligibility because of privacy concerns and a fear of
discrimination suits by applicants who do not receive job offers. Thus most of the work is
delegated to TITC consuitants, The inspector Generai is currently conducting a nationwide
study, which is expected in Juge of 1994

Despite these problams the TITC has strong support on Capitol Hill {,z,, from Senators
Boren and Baucus and Rep. Rangel). Because of the ongoing study and concerns recently raised
by Labor’s report we belisve 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 undertaken during 1994, In addition,
Labor is interested in developing lax incentives to encourage worker training, youth
apprenticeships, etc, We aiso need time to determine if they are viable proposals and, if 30,
whether they should supplement or replace the TITC.

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

e ey nce. An employee may exclude the first $5,250
of edmzzonal assistance pmd for or pmde:d by the empioyer during (he taxable year pursuant
to an educational assistance program. The exclusion is not limited to job-related educational
assistance, but does not apply 10 any education involving sports, games, or flobbies, A
permanent extension loses $2.5 billion over § years and a one year extension loses $467 miilion
over 5 years. Senator Moynihan is a sirong supporter of this provision.

Qrohan drug credit. The orphan drug credit is a 50% nonrefundable tax credit for
gxpenses incurred in the testing of drugs for certain rare diseases. A rare disease is a disease
that (1) 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 (g.g., Lou Gehrig's diseass, Tourelie's
syndrome, etc.}. Last year's budget did not include a proposal to extend this credit because this
was considered 4 heaith care issue. The crexdit, however, was included in the final 1993 budget
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 I have consistently endorsed a permanent R&E credit,
In the past, however, revenue constraints have forced Congress to settle for temporary
extensions, The credit expires on June 30, 1995 (i,g,, several months after 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. Ifit is decided to defer exiension to the FY 1996 budget, it would
be appropriaie 1o study a number of issues regarding the structure and efficacy of the credit
during 1994, For example, 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 of a base amount. The base amount 15 determined based on data from the 1983-1988
period, and thus may not reflect the current circumstances of many businesses, Other issues
have been maised by recent proposals invelving enhanced incentives for collaborative research,
and use of the credit 10 ease defense conversion by making the credit available to companies
converting from high technology defense businesses to civilian businesses that may be relatively
less research-intensive. These and other proposals were included i a bill introduced earlier this
year by Senator Danforth.

In contrast to those who would enhance the credit and improve s incentive effects,
others question whether any research credit 18 justifiable. In particular, Rep. Rostenkowsld hag
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 part of the Tax
Reform Act of 1936,

Finaily, 2 long-term extension of the credit would be difficult to finance. Permanent
extension of the credit loses §7.6 billion over 5 vears. Thus, a permanent extension would
require us to propose a package of significant revenue raisers. A one yedar extension would lose
$1.8 billion over 35 years,

R&E allocation. In 1977, Treasury regulations were issued that required U.S.
multinationals to 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 sales or gross income). The effect of requiring U.S.
multinationals to allocate some of their R&E deductions to foreign income, even though the
R&E may have been entirely performed in the U.S., was to cause some {1.§. muitinationals to
lose foreign tax credits. Viewing this result as undercutting the tax incentive for R&E, the
Congress imposed 2 moratorium on the 1977 regulations, ard has exwended this moratorium nine
times since 1977, the last time in OBRA '93. The OBRA *93 moratarium provision provided
that 50 percent of R&E expense could be allocated to U.S. income before apportionment. [t
expires July 31, 1993, A permanent extension of the OBRA '93 mortorium would lose §2.8
billion over 5 years and a one-year extension would lose $568 million over 5 years,

Despite urging from the Congress to provide a S0 percent or better R&E allocation rule
by regulatiens (which would spare the Congress the necessity of paying for an extension), our
judgment {and that of the previous Administration) is that the Treasury lacks the statutory
authority to provide a 1ax incentive for R&E by regulations. Our 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
legisiation. If the R&E credit is extended, we believe that the R&E allocation rule should also
be extended. On the other hardd, if the R&E credit extension is deferred to the FY 1996 budget
we sugpgest that the R&E aliocation rule also be deferred and smudied 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, OCTORBRER 19TH, THE NEC WEEKLY
MEETING HAS BEEN MOVED TO WEDNESDAY,

\OCTQBER‘EOTH AT 5:30 P.M. IN THE ROOSEVELT ROOM.
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1995'budgat process, including lﬁgaéy:éxerciég.
Update on a variety of issues.

+  APEC

» NAFTA

» Defense Procurement

. Maritime, Shipbuilding

* TRP Crants

» Airline Paper

. - Dislocated Workers

»  Economic outlook.

+«  Superfund
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WASHINGTON, D.C. 20503
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MEMORANDUM FOR MACK MCLARTY
L DAVID GERGEN
g HOWARD PASTER !
- ROBERT RUBIN
2 CAROL RASCO
i GENE SPERLING
3 GEORGE STEPHANOPOULOS
! LAURA D’ANDREA TYSON
o CHRISTINE VARNEY

" FROM: Leon E. Panett
Director

<. SBUBJECT: OMB Bi-Weekly Update of Major Administration
Initiatives

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

Attachment
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TITLE .~

LEAD RESPONSIBILITY..

.
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TR e

APPROXIMATE TIMING % -

LATEST -

ety B

{ OVERALL ..... OMB..., . .: s
1 National Service NS Sawhill Enacted. President signed tha hgency VanWie
DPC biil on 9/21. imnplementation.
2 Direct Loans BD sawhill Legislation transmit- | Compromise enacted in | Implementation. ED Smith
DPC ted by the President Reconciliation. to announce first
. May S. . round schools 11/15.

3 Systemic Reform - | ED Sawhill Legislation Modified version Senate floor action. White
Goals 2000: DPC transmitted by the passed the House, Brown
Education America Preslident April 21 10/13. Matlack
Act {Title IV}

Walsh

4 Elementary & ED Sawhill Final congressional House deferred Work on igsues with White
Secondary DPC . consideration ex- consideration to next | House, Senate and Brown
Education Act ! pected Spring/Summer session. interest groupsa. Stell
Reauthorization 1994.

5 Dislocated Worker | DOL Sawhill Legislation in early Agreemant reached to FY 1993 Budget Menchik
Assistance KEC 1994, dalay transmisaion of | process will address Kitti

bill until early in funding. Walsh
) the next ssason. OMB
and DOL met 11716 to
discuss status of
initiative and loans
as alternative to
. grants.

6 School-to-Work DOL sawhill Legislation Reported by both Floor Action in Matlack -

Transition ED transmitted 8/4 House and Senate Senate . Walsh
labor committees Brown
11/10. Passed HouBe -
11/15.

7 One-stop Career DOL Sawhill Legislation in early Agreement reached to DOL preparing white Kitti
Shopping NEC 1994. delay transmission of | paper on major Walsh

bill until early in issues. FY 1995 Brown

the next season, OMB
and DOL met 11/18 to
discuss status of
initiativa.

Budget process will
address funding.
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8 Head Start HES sawnill Roauthoerization 1994 Brafts of #RS Stafl work to support | Steil
opc advisory counoil PAB in advisory
repert cliroulstiag, council role,
ko be transmitted to
the sacratary the Mvipory councll
wask of Decesber rocommendations due
13th,  Punding lewal by end of year.
é undeyr dizcusaion in
budgel process.
3 Welfare Reform HES Sawhill Tlater thiag fall gawhiil participating | Opticns being rontenot
Task on task force. developed for Dasn
Force Warking group papers | discussion by working
DPC clroalated., group 11/240.
1o Pamily Support & HBHS Sawhiil Enacted Moditied version of Agenoy Ellertson
Presarvation nee Administration bill izpiensntation.
anacted -- phout $1.4
billion rather than
$1.7 biliion
proposed,
11 Food Stanps USDA Sawhill Enacted Modified version of Agency implenenta~ Caah
Adnminiatration bill tion.
enacted -« about $2.%
Billion rather than
$7 billlon proposed.
12 JEIIC Prassuyy Sawhill Enactad. Nedified version ot Agency lmplementa- Cash
Adwinfgtration bill fon.
enacted -- about $21
biiilon rather than
$2% billion proposed.
Budget proposal for
new credlt for
ehildless workers
enzcted., "
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13 PRGE Reform noT. Sawhill Naxt nenson, Ways and Means Commititon hoarinqa Tewia

Minarik hearings on 10/4. {No further bhearings Arthut
Bill intyoduc¢ed on achaduled,)
Lo/268.,

14 wic USDA Bawhiiil FY 189% Issus Under connideration Quah

nee in budyst proceas.

15 0DI Trast Fund HHS Sawhill octobar, fropped in conferenca | Iagislation will rontanak
Solvency (9% due to budget rules, probakbly be mppar
budgaet proposal) Het with HHS on 10712 | redintroduosd and

to diascuss growing aonsidsres in the
gareloads. spring.

16 Ceospunity HEC Bdiey Jumediate Housa passed Bil)l - Rhinesmith
Developnent Bank opc 11/21%.

17 Enterprine Zones NEC Bdley Tommed jate P neating with urban | Request for proposals | Redburn

P and rural comsenity acheduled for releams | Wartell
developers on 18714, in early tscember. )

is Infrastruocture HEQ Bdiey Fot detersmined Guldelines being Subgroup of major Sohwartz

prepaved for review infrastructure {for .

by the Deputies. agencios is preparing | Mansgement
guidelines for iasy~ group}
ance by President, Noyers
Serding letter to {tor
Connie Lee asking for | Pinancing
specitic data group}
supporting thelr
proposal to become an
Infrastructure GSE.

19 Sanil Business NED 8diey Irsediate oXE statl davaloped HEC staff Khinesmith

inancing

options papms for
prosoting squity
inveptments in smaail
fitam.

connolidating options
papers for discussion
peme Lo NEC deputies.
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20 Information NEC Pdley Irmediate 18714 Held tnvitatiang to Schwartz
Higtway CGrants invitational seninar. | seninar - pending PAD
ducigion,
| 231 Pinancial OME Edley Longar Larm e Relgie introduced n onyg staff discussions | Rhineassith
Bervices Raform possible ¥Y945 Budgst. ] consollidated proposal | with the Ped and ynid
11/9. on their supervisory
costs.
23 Review of HEO pdiey August -~ Seprember tomediate decinion DOy latter on sSchwarts
Karitine industry made: lassus Lo be winorivy and women-
Supporta pastponed for at owned business in
least 3 ponths claarance.,
pendirng DOD review of
defenge maritime
reguizroments,
23 Cantinuation of OWB dley Immediate House pagsed RTC bill | Enrollsd BI1Y mems Bhineswith
RTC Punding ‘ with $18.38 for RTC baing Arafted.
. with 18 month
extension. N SAIP
funding.
24 Healih Care HRC fanatta Transmittal of Presidential speech Work on final Hin
) Heforn nec Riviin legisdation to to Joint Seasion of analytical antlmates
nin Congress plannsd fop tongress! Firpt Lady of costs and axvings
mid=-October 1993, testifles hefure ard financing
. relevant committeen proposals in OM8 and
week of /%7, TLronoury .,
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28 Ivwunization Bil: | HHs ¥in Transmittal 471792 Immunization Foderal purchase Clendenin
orc provisinng were progeam will begin in
pasged and signed an FY 198%. HHS will
part of ORRA 93%. e | nesd to address
signed provisions are | asveral lmplepenta-
giniiar to tha House~ | Lion guestions before
pasned varaion and Pederal purchase can
the oviginal begin, OMB stat?
Administration wiil work with HHS te
propogal.  Slgnad rescive implementa-
voraion incliudes a ticn lssues.
558% million Pederal
vageine purchace
program for eligible
ehildren,
28 Abortion - [£3c50d Min Final Congressional Cleared BiLL Await Congrssaional Rin
Foreign Ald ‘ Adama action on Hill early sulmeltted inforasily comments. Tranmmit musauit
astherizing Bill in 1994, £o Congressions) bil1l formally in
counittenn 15722793, January.
27 HAFTA + Uruguay USTR Adann MAPTA BiLL spacied Prapars lagislation Wwin support for bBiil. | DuSaulv
Round Edlay BLAAT/93.  truguay and paygc offmets, Bant .
Foley Round dues for 12718 Kizew
conplation, witt
28 Internaticnal RSC Adang Authorizing Compromise on grantes | Work out responss to Sauid
" | Broadcasting oMB legiglation to be status of surrogate Biden to USIA lattax Sasnar
Consclidation enacted probably late | broadcasting con -coaproaiss befure | Lehmar

fall 1993,

apparently reached
with Senators Biden &
Feingold. Radio free
asia may be an issue.

Senate action on bill
scheduled for
1/25/94,
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29 International HEC/NSC Adams Review on remaining PDD 16 on NEC/OMB review of FY Bent
Environment WH Glauthier | issues continues, international 95 budget for the Piller
possibly through environment environment in nid- Fairweather
Septenmber, activities signed Dacenber.
311/5/93.
kI4) International NEC Adama Review continues SCc-~chaired cabinet on | NEC/OMB review of Dusault
Assistance NSC under discussion 9/10. Agreement that | FY 1995 budgat for Bant
Programs September-Novenber. small drafting group | international
should frame issues. assistance programs
in mid-Decenber
31 Dafense NEC Adams Under way Tachnology Remaindar of Gagoanan
Conversion Reinvestmant Project Tachnology Reinvest- vickers
- awards 10/22 and ment Projact
11/24. announcenent in
Decenber.
32 Acquisition DOD Adans October 1993 Support Senate Bill Works with Senate Dotson
Refornm which incorporates sponsors to enact Brown
principles of DCD and | final acquisition
NPR acquisition reform package.
reform proposals.
i I Russian NSC Adanms Appropriation to be Appropriation enacted | Work on implementa- DuSault
. Assistance enacted in September Septemher 29, tion issues: no Bent
1993. further action. Cassella
34. | Hon-Proliferation | NSC Adanms PDD has been PDD was signed by the | NSC iB proceeding Taft
and Export approved; President and a Fact with an implementa-
Controls inplementation is Sheet released on

ongoing.

9/27. MNew policy was
cited in President’s
U.N. speech.

tion plan, leading to
a 12/31 report to the
President.
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tion plan aon-going
woaak of 11/2%.

approval by L2/1%.
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1.3 E Peacokeeping HSC Aoy End of Mgust., Principals sndorsed rian}inad\and FRD-11 Gessaman
Organization and peacokeeping task to b sent to DuSaule
Fundlng force recommendationn | Prasidenty Sasser
of 975793 and sent aonsultations with
them o the Langreas.
President.
Principals met on
9717793 to make final
changes to FRO-13.
as pemocratization Datense  Adama rFall 1992 faper has been Interagency meating nuSault
state radratted by State te discusn new paper Bent
{Catherins Dalpino 1ikely to be held Sasper
DAS/ Denmagracy) . OMB BOGR.
providad detailed
; comments on new
drafe.
37 Loononlc NSC Adianne Timing unclesr, Last meeting 5733, "Far CopmeantV dratd Danishus
Intelllgence to be clreulated.
34 Counter~narcotics | NS Adams Fall 1953 PED finalised 11793, Bratt paper being TusSaull
{CH) DRC ! prepared for Sasser
Frincipals review by | Ashford
Iate Noeosber,
g 39 Encryption HBC Adans Barly fall Plan anncanced 4/17. Draft reaport due by Ponahue
’ WG formed 4/26; sarly Docamiser.
weots weakly. ,
40 Clansification HSC Adams Hovember 1593 Task Force meeting on | Task Parce draft o Donshus
System 11/5 to review npe for review.
comments.
£3 Porest Conferance | QZp Glanthier | Ongolmy ptrategis plan being ¥oxt MAL meeting Beard
Pollow-up GROA selfridye routed for policy scheduled for 11/30. Matlack
50T : signentf, Dpavalopw Implementation plan Redburn
oee ment of implementa- rondy for final Weatherly
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42 Clean Water Act EPA Glauthier | Bubmit detailea Tentisony clearance bevelop benefit Falrweather
fesuthorization Inginlativs pesitions | completed for saven astinatas for
and State to Congrass in late Senate Hearings. Isginiative
Revolving Punds January. treatinioary costing propossis.

{plus "Needy affort ot legislative
Citlen™ Programs) ohanges complatad,

43 Dyinking water EPA Glauthler | Bnact avthorizing Aministration poa- Work with Senate Env. | Falrwaather
State Revolving : legislation in order | ition on drinking Cmte that introduced
Funds to make appropristed water legislative safe drinking water

funds available, changes announced on H11)l on 16/14.
9/7. EPA temtified
on proposals 10737,

4 Mablie nand Doy Glauthlar | on~going. Hardrook Intarior PY 94 Support Houns mining | Beard
Sunsidien UBDHA nining niil apprepriations bill bill daring Weatherly
{Hardrock Mining confarence during pasned with no conference., Oonplete
Royalties & sscond session. graxing reform draft grasing reform
Grazing Fees} language. regulatlon and RIS by

Mministration way the end of 1991,

procesd with revision 1
of regulations .
administratively,

Hardrock mininy bill

passed House on 11718

by a vato of 3186 Lo

108B. TRovaliy level

is B paroant .

4% Blodiversity/Natl | DOT Glauthier | On-going. House passed KBS Senate Commitiaee Beard
onal Biological Presidentia) authorization bill, conzideration of HR

Survey

announcement 4/2) for
Earth Day.

HR 184% on 10/28.
Beveral objection-
abie amgndments were
adopted. DOI FYG4
Approprintions bill
estabiished NHR,

1845 possible in
aarly CY 1994,
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! 46 E Geographic oot Giauthier | On-going. Topic published as HBegin drate 2.0, feard
Inforpation USDA formal KPR issue. fornal circenlation
Systens Other oraft $.0,. provided sccording to ansigned
Agencies to OG¢, WPR, ror pricyity.
asalgnment of
priority.
¥ Colurhis Snake Army Crps Glauthier | Contimmes until Recovery team jesued | Informally geview Lony
River Salwmon Commerce Sohwarcly recovery plan chosen draft recovery plan recovery plan,
Restoration {NMFS} peroff flate 1993} ‘for public and pear
E {WA/OR/ ID} Enexrgy review on 16/20/9%,
Comments due by
12/6793.
4B Food Satety USHA Glauthier | Ensct pesticide Agencias tantiflied work with comolttees | weatherly %
Enhancement HHS/FDA  Min reform legisiation beture asversl on developing Fairwesthoar
EPA ) prior to end of soanitiess on legislative language
[ Congress.,

peaticide reform
legiaiastion in the
fall,. #.%. Districy
oourt blocked
lmplementation of
GHOA‘e safa fuod
handling rule, USDA
plans to start the
rule-making process
over and re-propose a
safa food handling
rulea. OMB mot with
USDA Asst. Sec.
Branstook on 11/9 to
disguas preparation
of styateqy plan for
FY 84 and 795. MR
will participate In
USBA Interagency task
force forming early.
in 1994.

for pesticids rsform
tagimsintion. USDA
dratt regulations to
require industry to
change meat slaughter
and processing
practices le under
formalation, Agenoy
working with consumer
and industyy repre-
sentatives, Final
safe food handiing
rule not yet received
by OMB. OMB conours
with UBDA*s FY 93
budget proposals for
full funding of Pood
Bafety Ioitisties.
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49

USDOA Btreamiining

USDR
Dpo

Glauthier
Reoder

gn~goling.

Sec. Espy %/7 re-org
pian incerp. into NPR
recomm. Authorizing
iegisiation based on
NPR/Espy plan sent to
Congress on 9/24.
Provision almo
included in Gov.
Reforuw Act to reduce
field offices and
1%'s. House Ag
Cmte. adopted Adaln,
language. But
current reacission
markup would only
provide 512 nillion
of the %318 million in
first yeat anavings
assumme fronm
streamlining proposed
in Admin, vescission
package,

they arae not
satisfled with level
of detail on Espy
pian submitted by

UShA. They expect Lo
hold henrings in Dec
and Jan, MNarkup
bill in ¥eb. 1934,

Wantherly

5C

Burean of Indian
Atfaivn Trust
Fund Mgat

boL
Dpe

Glanthiay
Reeder

Un going

Preparation of
strategic plan,
supperta Senate
interest in a GAND
roview of Trust Mgmb,
are following up.

DOY

Roconcile tribal
accounts thra
contractayr,. Loantinue
follow=up with
interior. SBoth

activitisa on going.

Seard

10
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53 Intarasgoency Muitie Glauthier | Pall 793, winter 754 Admin teatified DER/OME to organize Baard
wotliands Tagk Agengy: tor implementing before House on #/28. | process €o implement veatharly
Forae by 34 details of wetlands Interagency PY¥ 94 89 wetlands poliey Falrwonthey
DA policy. Budget crsaasut recompendations. iong
BEA completed. Bealagted Crosgouts results to
Army incresses are be transmitted to A.
Corps recommendad in UVADK, Riviin. omB
DOLe BYA. raconnends 300,350
acras ¥atlands Resarve
-Progranm signap for ¥¥
95 budget.
52 Climata Changs OEP Glauthler | Agancias preparing oMy anaiting FY 1994 | Implement admin. Falrueather
Actlon Plan State plans and bodget veprogeamming | actions. Pursua ¥ietusg
EPA inplemsnting them. regquent, needed legisiation.
DOE EPA and OMS brisfed
USDA ' EPA’s House
DOT appropriations
CEA subcommittes on
brC budget impacts the
week of 11/15.
' Reviaw FY 1998 budist
! funding for the
action plun, )
59 Bpace Station OSTP Glauthier | ongoling The Vice President OME ataff are working | Fellows
gedeaign NEC : agresd to slip the with NABA to put
Inplensntation YP/OMB achodule if necessary | programa back undexr

to stay withian the
52.1 billion amnusl
gpacs statlon funding
cap. NASA has space
station-related
programs outsids the
TAp.

the ¢ap, A memwny.to
the. President sesking
his decision to
tormally invite the
Russians s partascs
ia belng prepared to
by 08TF (needed by
Dodaubay 640} .

11
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i B&D Review OSTER Gisuthier | On-going RED crossout sesmion | ¥ol olear, but likaly | Pellows
HEC held 11719 to examine | to be puraned in
oMB the relative priority | creascut sessiona
of RED/tecknsiogy with Yhe Presidaent.
comnercislization
programs and pousible
offasats, No
particular dacision _l
- wag nada.
5% Fodaral O5TP Gisuthier | on-going. PY 15%% Feosey Not oleear bdow to Fellows
Coordinating initiatives Alscussed [ resclvs FCCOEY
Council for at ONB review af funding disoonnacts
Science, . HAOA’S ¥Y 199% in DOC. OBTP still
Engineer, and budgst. XXl agency working on
Technoliogy expuctad PLCBET restructvring the
{FCCSET) contributions have POCHIT under the new
baan accommndated xational Council on
axcept for HOC'A Bolenow and
gontributions ty rechnology.
yiebal change and
kigh performanow
computingy {frosan st
TY 1994 jevel). The
- shortfall in global
ohange was raisad i I
the Environmont
arossout session on )
11719,
56 Zetablich Dnited |oMp Glauthier | Summer Petarnination Order Goldherg
Btates Enrichment inpusd that restored Bennmathun

corporation

remsining ansets on
1L72%793.

1z
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s7 Implementation of | OMB Glauthier | Ongeing Recelved conservation | Prepare OMB Bulletin Steer
Energy Policy Act investment data. to implement OMB Bennethun
{EP Act) requirement under
Approved solar/- re- Sec, 159 of EP Act.
newable reprogramming
language.

58 Partnership for a | Commerce Glauthiler | Ongoing Industry agreed to Evaluate industry Pfelffer
New Generation of | OSTP Rivlin prepare strawman proposal va. projeact Steer
Vehicles research proposal. goals and existing

Industry and government/industry
government agreed to research activity.
complete inventories

of existing research.

59 Department of NEC Glauthier | December Initial draft report DOE briefing to OMB Raufpan
Energy National oOSTP i prepared. in early Dacember.

Laboratories M&O OMB Review and
Contracts & finaligation of draft
Missions report,

60 Use of Russian OMB Glauthier | Summer. Agreement that USEC Goldbery
and U.5. Highly Adams to act am agent for Taft
Enriched Uranium ! U.B8. Government and Bennethum
(HEU}) covar all coata of

Russian HEU contract
for 2 years.

61 | Review of Yucca oMB Glauthier | ongoing Director’s Review Glauthier to meet Goldberg
Mountain Nuclear within OMB on DOE with Secretary Bennethum

Waste Repository

budget. Principal
issue concerns Yucca
Mountain and how that
effects 1995 budget.

Q’Leary to discuss
potential Admin
proposal on financing
Yucca Mountain.

13
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62 Waate Management Energy Glauthier | Ongoing/3 year pllot DOE has proposed a EED will work with Bansetham

and Clean-up Adams GPRA pilot project to | DOB to astablish
add 1600 FTE to EM performanse paasres
program over 3 years to monitor
through contractor inplementation.
conversion. bDireator
authorised addition
of 400 FTE in Py
1994, Dacision on
womaining 1200 rre is
pending.
€3 DOE-lise CRADAB Rnevgy Glruthiar | Navch 1994 CRADA doouments wore Dooumeants will be re— | Paroff
osTE reaquested in requestesd to corplete ] Bennethi
REC/OMB saptasber, but heve the analysis,
. yat to be recelved.
64 Superconducting Energy Glauthier | Seversl yeoars Hevearancs proksge for | DOE and OSTP to Parnft
Supercolilider oz . on-aite snployaen was | coordinate with
{85} HEC/OMB annsusoed on 11724, axperts to resssess

35% Of the workforoe
{340 suployess have
bwan terminated).

3.8. high energy
physics program and
consider future uses
of SSC site.

HoE and Governor
Richards have agread
to.a process to
establish approprilate
compensation for
Texas, Theilr
respactive counsals
wiil meat 12713,

oMB xnd DOE are
gtudying FY $5 budgst
inpacts.

14
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1. Federa) OMB Rivlin ongoing. Subnmiasion Revined draft ajszion | Call firet peeting of | Pfaiffer
Facllitjien OEP GClauthier | of President-s statenent and lsguen interagency group to
Cleanup Policy budget. agenda based on explore conmon
ALroup agency connents and vpriovity ssttingw
agreed that “priority | problems and agres on
sutting" shouid be naxt steps,
£irst. issus -
cansidered,
| 64 HAFTA ¥EC Adane On~geling. Bubsission | NAPTA Jeginkation Davalop additional Bent
Brvirommant USTR Giauthier § of President s apacted. eavironnental Fajrwesther §
Btate budget, legialiation ané
Trespary »pudgat proposals
EPRA neadad to pupport
¥SDA ) HAPTA implementation.
HGther
Agencies
@87 Bidwest Ploods USDA Glauthier | om~going. Prepare by | Promulgated rulesx for | Appoint execubive Wantherly
HUD Bdley - 4730794 A BOB/CORYE levee alrector for Larrecy
FEMA comprehensive raconstructinn and compreheneive Redburn
Army Corps srrategy for- YDA tunding for strategy and Degin '
EPA adfiranaing flood oertatn ineligihle work.
DoT damage reducs. & flood | leveas, .
.| SBA dinanter recovary.
OEP .
Do
nee
DG
BDMA
&8 Super fund Gep Glauthier | on-goling. Ccoating of Principuls mty Fairweather
' Reauthorisation BEa Presidential lsginiative proposals | soheduled for 1273
decisions in virtually complete with memo to
Decenber. and dacision memc Lo | President shortly
frastdent dratted. thereaftsr.,

L R .
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e THE COMMITTEE FOR EDUCATION FUNDING

i

, FOR IMMEDIATE RELEASE CONTACT: Beth Buchlmang, Presidont

.‘,:'jf ‘ Junie 29, 1994 202/466-4790

[ Susan Frost, Executive Director

. 202/543-6300

b HOUSE PASSES APPROPRIATIONS BILL WITH

NGO INVESTMENT FOR EDUCATION

ke Edneaiors Call on Senate 1o Correct the Sitnation

51:-;’

z WASHINGTON, DC « The Commitree for Education Funding (CEF), a conlition representing more
15: than 75 nativnal education sssociations, is exiraordinanly dissppoinied by the fack of education

; investiment in the House-passed Labor, Health and Human Serviees, Fducation Appropristions hilt

for FY1995. The FY1995 spetiding bill, which cleared the House floor today, contained only 2 2.3
percent net increase for education-—an amotnt insutlicient to meet even inflationary costs {see chart

#1). For higher education, the bill is even more stark; overall funding is well befow FY1994 levels,

“ “The 103rd Congress directed much of 11s altention 1o reshaping education ai the <lementury,
.: secondary, and posisecondary levels,” esid CFF Dresident Beth Buehlmann, Dircctor of Federal

(f ‘

g Relations for the Calforsia State Univorsiey. “but without adequate funding 1o implemuent these

af:f 0 changes, e legislutive efforts wre ubwolulely mesmngless”

I Fehruaey 1994, President Clinton called for an increase of 1.7 hillion for programs aeress
the Department of Education {see chart #2)—a request the education commuuity praised as the

J largest everall imvsstent proposed by the White House in more than a decade. In May of this year,
: Congress asdopted an FY' 1998 Budget Resolution sufficient to fund education initiatives and mainiain
‘, support for existing education programs.

,.}.’ -‘:’_\

fmore| p—
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Butin H.R. 4606 the Fiscal Year 1998 Appropriations hill for the Depariments of Labor,
Health and Huwnan Services, and Education—education received less than a third of the President's
recommended increase, $1.1 billion below the budget recommendation.

Under H.R. 4606, Chepter | compensatory education for disadvantaged students, which fiaces
a1 inereasing ownber of children living in poverty, received fess than half of the recommended
incrgase. As a result, millions of eligible students will go unserved. The federal share of support for
education programs for students with disabilities continues to erode o a fraction of the level
promised when the federal mandato to serve these students was cnacted.

John Forkenbrock, CEF Vice-President and Executive Director of the Narional dssociation of
Federally Impacted Sehocls said, “Elementary ard secondury programs are currenily undergoing ¢
major reform as Congress reanthorizes the Liementary and Secondary Ldncation Acl, Ustablished
programs like Chapter 1, Chapter 2, and Impact Aid have been redirected 1o serve students better,
Under the House bill, sducation dollars will fall far short of being able to accomplish the objectives
cavisionsd by the authorizing committoss.” |

In addition, appropriators’ decision to place a2 cap on the number of Pell Grant recipienis is a
fusdamental change in the mature of the program and an abandonment of the commitments made in
the Higher Education Act Amendments of 1992, This cap, slong with the 375 million cut in financial
aid t students, wdenmmes the National Education Goals by signaliog o students that even if they
achicve high academic standards, Rodoral student sid may not be svailable, Noxt year, students will
receive fower awards than last vear, and many will have o go further into debt to finance their
education.

.
"As we alk about re-enginesring our economy and our workioree, it 15 ironic that we

continue to cut student sccess and cholee to education,” stated CEF Treasurer Violet Bover, Director

[more]



o+

of Congressional Relations for the National Association of Independent Colleges and Universities.
“Study after study shows that a college degree will increase a worker’s lifetime earnings—and that
grant funding increases the chances of graduation for minorities.”

Buehlmann stated that the coalition, “urges this Congress not to sell America’s students short,
Specifically, we call upon the Senate to approve spending levels consistent with the Prasident’s
request and the Congressional Budget Resolution.  This Congress simply must inerease the
investment in education this year—and sustain that investment in the future—if we are to strengthen
the nation’s ¢conamic vitality, promote educational oppeortunity, and preserve national security.
ABer all, a limited investment will only vield limited rosults.”

CEF is a non-profit, nonpartisan organization establishied in 1969 to achieve adequate
financial support {or our nation’s cducational systom. As the largest cducation caslition of e Kind,
CEF members include elementary, secondary, and postsecondary students, parents, teachers,

administrators, librarians, counsejors, tusiees, school emplovees, and state and local schoo! board

membears,

g4

{more}
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Chart #1:

Labor, HHS, Education

F'v 1998 Discretionary ncroases Qver FY 1804 In Reaf DoHars
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Chart #2:

President vs. Congress
Education Funding Increases

(in billions §)
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THE WHITE MQUSE

WASMINGTON
July 28, 1983

MEMORANDUM FOR LEGON PANETTA \ g/‘)
FROM: CAROL H. RASCO ¢ éggkﬁb
SUBJECT: BUDGET

Knowing that final details are being "hammered out,* 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 rpached at:
P6/(b)(6)

I realize it ig a very busy time forx you, but I am receiving
asnough calls on these two items I feel it is critical I receive
an update.

Many Thanks!

cc: Mack MclLarty
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THE WHITE HOUSE
WASHINGBTON

FAX COVER SHEET

OFFICE OF THE ASSISTANT TO THE PRESIDENT FOR DOMESTIC POLICY
SECOND FLOOR, WEST WING
THE WHITE HOUSE
WASHINGTON, DC 20500
{202)456~2216 PHONE
{202)456-2878 FAX

ro:_ CHK

rax #: O SOV LG U434

FROM: CAROL H., RASCO gk§;{~

DATE: ”7*;1 Y

NUMBER OF PBAGES {including cover sheet): 5
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~aind -da,i \Je:w LA

If ¥ J Have any problems with the fax transmission, piease Call
PN at (202)456-2216.

l

The document accompanying this facsimile transmittal sheet is
intended only for the use of the individuzl or entity to whom it
is addressed. This message contains information which may be
privileged, confildential or exempt from disclosure under
applicable law, If the reader of this message is not the
intended recipilent, or the employee or agent responsible for
delivering the message to the intended recipient, you are hereby
notified that any disclosure, dissemination, copying or
distribution, or the taking of any action In reliance on the
contents of this communication is strictly grohibited.
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SUMMARY OF THE CLINTON-GORE ECONOMIC GROWTH PLAN

LEADERSHIP AND COURAGE TO BRING AROUT 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 officc and put forth a specific and detailed ;}%&zx to reduce the deficit and increase
mvestment in our people.

CAN WE AFFORD NOT TO CHANGE? If we are serious about the economic health of
this country we have to ask whether we can afford not 10 change? If this bill fails, it will be a
victory for gridlock and large deficits and a loss for getting our house in order and moving
our nation forward,

STRONG DEFICIT REDUCTION 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 REDUCTION:
Under the President's plan every dollar that is targeted for deficit reduction will be focked
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 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 top 6% most weli-off families — those that make over
$100,000, and 66% f(all on those making over $200,080. There is' no income tax increase
for 98.8% of American taxpayers, Only those families making over $180,000 would sce their
income tax rates increase.

SPENDING CUTS: The Clinton plan calls for $250 billion in net spending cuts ~~ a 81 in
cuts for every §1 raised in revenues, Every dollar of new investments s paid for with over 83
in spending cuts. There are over 100 domestic programs cut by over $100 million.

NEW INVESTMENTS -~ BORROWING LESS WHILE INVESTING MORE: The
President’s economic plan includes enough savings to lower the deficit by $500 biilion 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 inferest rales

and already had a positive effect in tuming this economy arbund. Jobs: We have created

755,000 iobs in the first four months of this Administration —— over 90% (702,000} in the

private sector. Thus, while the Bush Administration created 1 million private sector jobs ine————"""
four years, we have created 70% that much in just four months. Inflation:-Inflation was

virtually flat this last month, showing that we are creating jobs and getimg growth back

without sparking inflation. Housing and Construction: Last month néw hozzsmg sales were

up 22.7% -- a seven year high. 130,000 construction jobs have been 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 after the November election. Investars showed confidence in Bill Clinton's
commitment to deficit reduction and the substantial drop in long~term interest rates continued
after the President introduced his economic plan — the largest deficit reduction package ever
championed by a U.S, President. The evidence is in the numbers!

Treasury issues 11/06/92 1726/93 2/19/93 6/18/93
3 mo. bili 3.06% 2.95% 2.93% 306%
i0 ¥r. note 6.97 6.50 6.35 595
30 yr. bond 7.36 726 7.13 681
Conventional mortgage rates 30
yr. fixed {FHLMC series)
8.29 N/A 7.65 7.38

IMPACT OF LOWERED RATES ON AVERAGE AMERICANS:

Big Savings On Buying or Refinancing a Home: a2 March, USA Today article
showed that many middle class families will save over $1000 in morigage costs from
the reduced interest rates that have been brought about already from the seriousness of
the Clinton plan. [USA Today, 2/24/93]

If a family with a 3100,000 mortgage at a 10 percent rate refinanced at a 7-1/2
percent rate, monthly savings would total 5175, or $2,100 a year, [Treasury Dept.
Estimate] About 375,000 Amencans 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 home sales rose 22,7%, the largest monthly increase in almost seven years,

Construction Jobs: With the fower interest rates, and increased building, construction
jobs have increased. The construction sector, which lost 721,000 jobs during President
Bush's term of office, has gained 130,000 jobs so far during President Clinton’s term -
— the largest four-month gain since July of 1984,



RESPONSE TO DOLE ON SPENDING/TAX RATIOS

L FACTS ON CLINTON BUDGET SPENDING/TAX RATIOS:

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

The House Budget Committes has done an analysis of the House plan and found that
their bill had $250 billion in cuts and 3250 billion in taxes -~ exactly $1 to $1.

The Senate Budget Committee using the most conservative and traditional methods
possible ard still found that the package to be over $1 to $1 —— with 31 in spending
cuts for every 92 cents in deficit reduction.

¢ We have an balanced package of 3500 billion, which as Chairman Moyuihan said, is
the largest package ever. There is $250 billion in spending cuts. We have about 3100
billion in entitlements: $100 billion in other spending cuts; and $50 billion m savings
from interest we pay on the national debt.

0 There sre weil-over 100 cuts of $160 million or more in domestic programs in
the Clinton bodget,

. THERE IS5 NO REPUBLICAN LEADERSHIP ~~ ONLY REPUBLICAN
ATTEMPTS AT GRIDLOCK AND TO PROTECT THE 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 that "we are not going to do
fadditional spending cuts] alone” because they do not want to take the hits of showing
leadership, (Washington Post, June 19, 1993) Yeu, President Clinton —- alone - put
out an entire deficit reduction plan of nearly $500 billion, with every cut and revenue
rasser linpe-by~ling, and vear-by-year.

HI. DOLE & PACKWOOD DISPUTE THE CHART THE PRESIDENT SHOWED
AND SAY THAT THE REAL TAX/SPENDING RATIO WAS ONLY 3:1 OR WORSE
AND THAT THE DEFICIT REDUCTION WAS AS LITTLE AS §347 BILLION.

o Bob Dole 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, {
hoped that the Republicans would join the President in showing leadership on deficit
reduction.



o It is important to note how cxtreme their hand out is. It gets a wild 3:1 ration by
three steps, which you can see in their attached hamd—out: 1} not counting
discretionary spending cuts as cither spending cuts or even deficit reduction ar all; 2)
by not counting interest savings as spending cuts, and apparently from their hand-out,
this too is not scen as legitimate deficit reduction, 3) User fees for the first time ever,
are not counted as spending cuts. Thus, the only thing they calculate in muaking & 311
1atic is taxes and some entitiement cuts.

Discretionary Spending Cuts:y Dole denies ali of our $100 billion in spending cuts
that come from the caps and sequesters ~~ even though we have line by line cuts. He
simply ignores 125 domestic discretionary cuts. He states that there is no
enforcement and that is untrue. There is an extension of the current procedures in
the budget resolutions and the 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
that 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 the National Debt: Dole & Co. say that cutting the
interest government 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 10 $500 billion in the 1990 plan, and they were
always considered spending cuts.

Kasich plan uses $30 billion in net interest in s
so—called "all spending cut/no taxes” House Republican alternative.

Fees: Dole also mocks the notion that so called user fees 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 jot owners for free,
and we make people pay for the use, we cut the spending and it has always been
cailed a cut.

In 1985, Dole was the point person on a deficht 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 plan, clearly has fees and specifically lists them as spending cuts -
~ indeed they boast that their plan has no new taxes.



OUR SPENDING CUTS ARE REAL

The Clinton plan calls for approximately $350 biliion 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:

0

O

Half of the President's $500 billion deficit reduction plan, comes from spending cuts.

The President’s plan actually cuts nearly $350 billion in spending. He uses 3250
billion for deficit reduction and nearly $100 billion for mew investments in education,
training, technology, crime prevention and defense conversion,

The $250 billion for deficit reduction comes approximately from $110 billion in
discretionary spending cuts, $90 billion in entitiement cuts and $30 billion in cuts on
interest paid on the national debt.

It is completely untrue that the President is in anyway delaying spending cuts.  He has
repeated on several occasions that there will be no tax increases without spending cuts.
Indeed, below is a summary of some of the proposed spending cuts and the amounts
that will be cut in the first year of the budget in FY 1994,



SUMMARY OF SPENDING CUTS:
Entitiement 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 are cut by $11 bitlion.

- Through FCC spectrum auctions we save 87 billion.

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

- pay reductions for Federal employess by $13.2 billion

- Administrative cuts by $11 billion

- Cutting 100,000 federal workers 10 save $10.2 billion

- Nuclear reactors R&D cuts fo save $1 billion

- REA subsidies cuts to save 3545 million

- Agriculture administrative cuts to save $1.1 hillion

- Consolidating overseas broadcasting to save 3894 million
- Streamiining education programs to save 32.2 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

= Agriculiure special grant programs

- Unnecessary federal commissions



FAIR TAXATION THAT REWARDS WORK AND PROMOTES INVESTMENT

The President’s plan turns around trickle—down econamics by putting forth a deficit reduction
plan that is as fair as it is real in bringing down the deficit.

TAXES FALL ON THOSE MOST ABLE TQ PAY: First, the overwhelming majority of
these taxes fall on the most well-off Americans. Most of the taxes are ones that affect only
the largest corporations or taxpayers with income well in excess of 31250000, Only the 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, the Congressional Budget Office found that 66% of the taxes we raise fall on
those making over $200,000, while 75% of the taxes we raise fall on the 6.5% most weli-
off families ~- those that make over $100,000,

THE IMPACT ON AVERAGE FAMILIES 1§ MINIMAL: Sccond, the only tax in the
President's initial package that affects the middle class is the energy tax and that does not
even go into effect undl the summer of 1994 and when it does, it will be phased in three
equal stages over three years. The average family making under 330,000 will pay no
additional taxes. In 1994, a family making $40,000 will pay only and additional 31 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 to both Treasury as well as the Congressional
Budget Office. On the other hand, the most wealthy households will average over 31,900 per
month in additional taxes by 1998.

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

Furthermore, the lower interest rates caused by the announcement of the President's deficit
reduction plan has sircady allowed middle class families to save over $1000 a year in lower
mortgage costs. [USA Today 2/24/93]

THE PLAN INCLUDES A MAJOR TAX CREDIT FOR THE WORKING POOR AND
OTHER OFFSETS TO ENSURE THAT FAMILIES UNDER 530,000 ARE
GENERALLY HELD HARMLESS: The President's plan called for offsets in things such as
Earned Income Tax Credit so that {amilies with incomes under 330,000 are on the whole held
harmless. According to a study by Arthur Anderson, a family of three making $25,000 wouid
actually see their taxes {8l by scveral hundred dollars.

PRO-BUSINESS INVESTMENT INCENTIVES: The Clinton plan also includes targeted
pro—business investment incentives, cspecially provisions that would promote smail business:
1) a plan to increase the amount small businesses could expense from $10,000 w $25,060; 2
new provision to Jower the capital gains tax for smalt businesses and empowerment zones that
give businesses incentives to invest and create jobs in distressed cconomic 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 taken out or revised
many of the provisions that are close to his heart. Does this mean that be will support the
House bill or is he satisfied with the Seaate bill?

ANSWER: We arc going to fight for what we consider to be the coere principles of
this package: 1) $500 billion in deficit reduction 1o get interest rates Jow and economic
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 falls 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 and what is in the Senate are bills that
both generatly fit over 80% of the President’s package, but we will fight to ensure that
the final bill fits these principles of deficit reduction, faimess and spending less but
better.

QUESTION: But doesn't the loss of so much of the energy tax mean that either the bill no
tonger 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 the President cares about are that we have a
package that reduces the deficit by 3500 billion in the most fair and pro-growth way
possible. Both bills include nearly all of the raxes 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,

Qur concern is whether reducing the energy tax will lead 10 a less fair deficit
reduction plan by putting too much burden on the working poor or 34 mitlion
Americans who rely on Medicare or as some have suggested, by cutting benefits for
27 million Social Security recipients. That is what the President will have his cye on
as we fight for final passage.

QUESTION: You said that one of the principles was to get the President’s investments.  Yet,
this package has no empowerment zones, 310 billion less in the Eamed Income Tax Credit,
and no Immumzation. Can you say that this package recally meets those principles?

ANSWER: | do believe that on the whole what has come out of the Senate Finance
Commiltee s a pro—invesiment and pro-work bill very much as the President
proposed. Do we think this bill is good? Yes. Do we think it couid be made better
by being even more pro-work and more pro-investment by staying closer o 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 BUSINESS PROVISIONS:

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

ANSWER: The President has proposed to more than double the amount of
mvestments that small businesses can immedistely deduct, 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 Scnate bills increase the investment provision significantly ~~ but we will
certamnly fight to make the final bill one that §s as strong as possibie in spurring job
creation and entreprencurship among our small businesses.

ENTITLEMENT CAPS:

QUESTION: Clearly entitlement spending has contributed significantly to runaway budget
deficits. Several Repubiican alternative plans rely on entitlement caps to achieve entitlement
savings. Does the Clinton Administration support any type of entitiement cap to control such
spending?

ANSWER: Let me say, that the President does support an entitlement “alarm bell”
mechanism —— like the Stenholm/Sprat/Penny proposal ~- that forces the President
and Congress to deal with entitlement spending any time it goes above estimated
targets.

Furthermore, the President supports the notion of essentially capping entitlement costs
through health core reform, which is a context in which we ¢an control costs while
dealing with the underlying problem of spiraling health care costs. And finally, the
President made specific choices and came up with close 1o 3100 billion m specific
enfitlement savings and he did it in a way that was as fatr w0 entitlement beneficiaries.
If the Republicans want more entitiement caps, they have an obligation to give us the
specific cuts they want —- and not to hondwink the American publica with an
entitiement cap proposal that sounds good but hides all the tough choices.

REPUBLICAN ALTERNATIVES:

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

ANSWER: This bill is a case of false advertising, They will tell you that it is good
because it has no taxes. What they wor't 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 gut every single new investment we have 10 help the middle class —- from
worker training, to college opportunity, to defense conversion, to apprenticeships, to
welfare reform, to investing in our environment. They are guilty of false advertising.

Let me make this ciear. Whea you look at Republican alternatives that brag
about not raising any taxes -~ keep in mind that what they sre really saying is
that they are not going to ask for any contributions to deficit reduction from the
wealthy and they are going to have to make vp the difference by further cuts
elsewhere —— cuts that almost always fall squarely on the backs of the middle
class.

The bargain that supporters of the Kasich plan want America to acoept 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 keep the 3—martini lunch deduction high and so that corporations can still ask
the rest of us to subsidize CEQs who make over $1 miilion even when their
companies are not performing. There is nothing strong and certainly nothing pro-
middie class in doing less deficit reduction, less investruent {n our people and
schools, and more on attacking Medicare so that vou can keep special interests
happy 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 1 scale back your investment
package significantly?

ANSWER: The Clinton plan cuts spending by $250 biliion while still {inding some
additional cuts to pay for new investments in education, iraining, 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 cconomic growth and jobs for
our future.

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

ANSWER: The President did not want 1o raise any tax that would have any impact on
the middie class.



Ye1, the deficit — which had got worse 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 either t©
ignore a worsening deficit projection or use rosy scenarios to cover it -~ the President
felt he had to include an energy tax, and he felt the BTU 1ax, 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 be inherited,

When we proposed our plan we felt the BTU tax was needed to got deficit reduction
we had to have in the most fair and pro-growth manner possible. That Is still our
feeling, but our goal is not to make a litmus test out of any one provision, but to fight
as hard as we can to make the final bill ~~ including the encrgy tax -~ that comes out
of Conference have $500 hilion in deficit reduction and be as  pro-growth and pro-
fatmess ac possible,



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 1o 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 earmed 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 harmiess., 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 1894, 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

* 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 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.



LOWER INTEREST BATES OFFSET TAX INCREASES

* Longterm interest rales ame at their lowest in 20 years. They are 7.43% today, whils on
November 8, 1992 thay were at 8.29. A family who refinances their 10% $100.000
mortgage at 7.5% saves §175 a month or $2,100 & year.



ECONOMIC PLAN TALKING POINTS
May 17, 1993

LEADERSHIP AND COURAGE TO BRING ABOGUT ECONOMIC CHANGE

*

After 12 years of inaction and talk on the deficit, Bifl Clinion stepped up o the plate in
his first 30 days in office and put forth a specific and detaifed 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 seripus ahout the economic health of this country we have look at the package
as a whade, and ask # it is real and whether we will be stronger if wg suppon this
change. The answer on both accounts is yes.

Everyone taks about doing tough things to get the deficit down, but they all never
come forth with the tough, specific choices: they all rely on balanced budget or
gntitlement cap ideas. Bill Clinton pul forth a detailed and specific plan.

This week Congress ook a8 major step in moving the President's Economic Plan
through the Congress. Thirleen committees of the House of Representatives adopted
the spending ouls and revenug inCreases needed 10 implement the Prosident's 3406
hillion daficit reduction plan -« the largest deficit reduction plan in history, Best of all,
the President's core principies have remained intact. He insisted on specific spending
outs before asking the American peoplg to contribute. And he insisted that any
increase in taxes ba falr to the middle class and the working poor and raly most on
those who can afford to pay.

EVEN DISTRIBUTION BETWEEN SPENDING CUTS AND TAXES

*

There are over 200 specilic spending cuts. Spending cuts reduce the deficit by
approximately $250 billion over five years. The 3496 billion pian 1o reduce the delieR
is evenly divided between spending cuts and revenue increases. Ilndeed, with each
year, the ratio of spending ¢uts to taxes increases so that by the end of the five vears
thara is significantly more spending cuts than tax increases each year,

Every tax dofiar in the bill goes o deficit reduction,

There are thres dollars in spending cuts for every new dollar in new investments, in
other words for every dollar of new investments that goes to things ke new caps,
national sewvice, immunizations and delense conversion, nearly two additional dollars
in sponding culs goes o deficit reduction.

Polivies {0 cul spending are not delayed. They are being proposed and will be
legisiated at the same moment that any tax increase goes into law, Indeed, $100
billion in enlitiement culs have already been approved and sent 1o the floor In the
Houss, '

SPENDING CUTS TO FUND DEFICIT REDUCTION AND NEW INVESTMENTS

W

As with the entire package, the reconciiiation package moludaes ensugh culs 10 support
not only sericus deficit reduction bt new investments as well, As mentioned above, In



the entire aconomic plan as a wholg, for every dellar of new investment, there is a
doitar of spending oul 1o pay for it and two more for deficit reduction,

in the reconciliation plan alone, there were enough |, there wera gnough entitlement
culs to fund $100 billion in deficlt reduction and pay for important new invastments in
our people, including childhood immunization, family preservation, empowerment
zones, diradt student lending, the Mickey Leland Hunger Bill, and an expangion of the
gamed income tax credit that would ensure that every parent who worked] 40 hours a
week arf had a child at home would not be in poverty,

SIGNIFICANT SPENDING CUTS:

In addition o the spending cuts that wili be passed during the appropriations process, thero
are significant entittement cuts in this reconciliation package, A ot of peepie ke 10 &k about
entitlement cuts by calling for caps and other devices that keep them from having o be
spacific. This plan has tough specific cuts:

- The plan gives over 30 specific cuts in Medicare ang Medicaid that reduce the
deficit by 358 billion.

- Agriculture entitlements are cut by $3 billion

- Faderal worker sntilernenis are cut by $11 billion.

- Through FCC spectrum auctions we save $7 billion.

Arl that is not counting the spending cuts on the discretionary budget side, which
inchude:

- pay reduction for Federal empioyees by $13.2 billion
- Administrative cuts by $11 billion

- Cutting 100,000 federal workers saves $10.2 billion

- Nuctear reactors RAD saves $1 biflion

- Agriculture administrative cuts saves $1.1 billion

- Consolidate overseas broadcasting saves $894 million
= Streamlining education programs saves $2.2 hitlion

s addition, many of our cuts call for eliminating several programs:

- Tens of Highway Demonstration projects saving $1 biflion
- Special Purpose HUD grants

- Tens of NOAA Demonstration projects

- The cwrent and cutdated studend loan program

- Earmarked SBA grants

- Agricullure gpecial grant programs

- Unnecessary commissions

FAIR AND PROGRESSIVE TAXATION

*®

The Prasident's plan tums around trickle-down economics by putting forth a deficit
recuction plan that is as fair as it is real in bringing down the deficit,

First, the overwheiming majority of these taxes fall on the most well-off Americans.
indeed, the Congressional Budget Cffice found that 75% of the taxes we raise fall
on the 6.5% most-well off families -~ those that make over $100,008,



Second, we use increases in such things as energy assistance and the Eamed lhcome
Tax Credit 5o that familiss with incomes under 830,000 are on the whole held
harmiess. According 1o a study by Arthur Anderson, family of three making $25,000
would actually see their taxes fail by several hundred doliars.

Third, the engrgy tax does not even go into eHect until the summer of 1854, and
when it does, it will be phased in three equal stages over three years. In 1884, a
family making $40,000 will pay only $1 @ month, In 1985, only $7 and then only
$17 a month when it is fully phased in according to both Treasury and the
Congressional Budget Oftice

LOWER INTEREST RATES OFFSET TAX INCREASES

*

Lang-ferm interest rates are at their lowest in 20 years, They are 7.43% today, while
on November 6, 1882 thoy 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 their mortgages and other
horrowing i owr deficlt reduction package is passed. A family who refinances their
10% $100,000 mongage at 7.5% saves $175 a month or $2,100 a year.

According 1o a bipartisan poll by Tetar/Mart, 74% of people in their 30s now believe
that homeownershin is accessible. it was only 47% one year ago, Most agree the main
difference is lower interest rates.

Cerainly, some businesses would prefer (o not have any {ax ingreases, We would
prefer not to raise any faxes 100, Yel, you cannot look at any one item in isolation from
the wholes plan. This pian as g whole will bring down the deficit and lower interost rates
and the costs of capital. Everyone agrees that this is the one thing all businesses need
to invest more and compste.

DEFICIT TRUST FUND TO ENSURE SAVINGS GQ TO DEFICIT REDUCTION:

X

That is what the Deficit Reduction Trust Fund Does. it locks in $486 billion in defici
reduction and throws away the key. It gives the American people a legal guaranies
that all of the funds will go to defict reduction,

it is & 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 entitiement cuts.

What we heard from people ali over this cou.intry is that they are willing o accept
antittement cuts and even fair tax increases if they can ba assured that all of it wili go
to deficlt reduction, and that Congress cannot later change its mind.

The Deficlt Trust Fund has been unfairly compared to such gimmicks as the

Bush “ax check-off" idea. Thal Bush campaign proposal is another in a long list of
gimmicks designed 1o masquerads as an idea for more deficit reduction, withowt

having o say wherg the tough choices are. The Clinton plan lays out $496 billion
spending cuts line-by-line, year-by-yeas. The Delicit Reduction Trust Fund is simply
a logal guarantee that those funds targeted for defict reduction in this plan will not ever
be diverted.



DEFICIT REDUCTION TRUST FUND

As an integral part of his longterm economic growth plan, Presidem Clinton put forth
the largest and most significant deficit reduction plan cver proposed to Congress by a
President. It was then passed through the budget resolution process in record time. Affer 12
ycars of increasing deficits 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 all of the net revenues and net entitiement and discretionary spending cuts that are
targeted for deficit reduction, are legally bound 10 be used only for deficit reduction and can
never be diverted to speading programs.  Americans have sent the message loud and clear
that they arc willing to sce tough choices if they know that every dollar that 18 targeted for
deficit reduction, must go to nothing but deficit reduction.  The Deficit Reduction Trust Fund
provides a legally binding guarantee that locks in the savings from the President's five year
deficit reduction plan, and gives the American people a guarantee that all of these net cuts
and net revenues must go to deficlt reduction.

Facts on Deficly, Reduction Trust Pund
Descriotion:

An account in the Treasury comtaining funds that are sot 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
President's budget must be permanently set aside and cannot be used for any purposes
other than deficit reduction,

Under current law, cnacted 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, Thus, 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
rujes so that the deficit reduction in reconciliation will be locked—in.



Q&A ON DEFICIT REDUCTION TRUST FUND

QUESTION: The Deficit Reduction Trust Fund proposed this week has already been
eriticized as a "gimmick” by Republicans in Congress, What's your response?

ANSWER: 1t is 2 needed enforcement provision because currently, the budget
Iaw docs 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 Tyrust
Fund and it is hard to understand how anyone who is serious about reducing
the deficht could oppose this.

We have a real and specific deficit reduction package that the CBO has stated
would reduce the deficit by 3496 bitlion. That is undisputable. What we heard
from people all aver this country is that they are willing to accept entitiement
cuts and even fair tax increases if they can be assured that all of it will go to
deficit reduction, and that Congress cannot later change its mind. That is what
this idea does. It 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 the campaign?

ANSWER: No, the two policics are completely different.  The check—off was onc of a
long and seemingly never—ending Iist of budget gimmicks in which someone wanted
to say that they have found 2 way t reduce the deficit without having 10 make one
single tough choice that they have to make., That proposal sought to masquerade as a
measure to reduce the deficit by offering to set aside taxpayer designated check-off
funds for deficit reduction without saying bow spending would be cut to pay for even
a penny of it. That is the same with entitlement cap proposals: supporters call for
deficit reduction without specifying any of the tough choices that would need o make.

The Clinton plan lays owt every specific cut and tough choice we need for $496 billion
in deficit reduction —— line-by~line, vear~by-year. What the Deficit Reduction Trust
Fund docs is create an enforcement provision that 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 klea that we wouldn't expect some of our critics to
FECORNEZR.

QUESTION: Doesn't this prevent you from ever using entitlement savings of revenues 1o
fund healith care or other new initiatives?

ANSWER: No. The Deficit Reduction Trust Fund locks in the net funds targeted for
deficit reduction in this five~year budget. It does not prevent, for example, a stand~
alone piece or legisiation from using entitlement savings or new revenue-raisers to
pay for a new initiative that the public wanted to support and pay for.



QUESTION: Docsn't this prevent you from funding immunization or the Earned Income Tax
Credit with entitlement cuty or the increased taxes on well-off Americans?

ANSWER: No. The Deficit Reduction Trust Fund tocks in the net savings promised
10 the President's five—year plan. For example, the plan includes both tax cuts (such as
increasing smuall business investment expensing o $25,000) and tax increases (such as
raising the top rate 10 36% on the top 1.2%.) The pot effect is 10 raise $240 billion
in tax revenues for deficit reduction. The Deficit Reduction Trust Fund ensures that
the net amounts of 1ax revenues and the net amount of spending cuts that arc
dedicated to deficit reduction are focked in through a lepally-binding account.



