
May 20. 1993 

To: WHITE HOUSE STAFF 

From: Gene Sperling & lohn Angell 

Subject: Boren-Danforth 

Attached are <alking points on the Boren-Danfonh proposal. They have decided to 
release specifics on the policy ehnices they propose to get $114 billion to me.. their 
entitlement cap. Most of these specifics involve cuts in Medicare and Medicaid. Some of 
these are cuts that might he reasonable in the context of paying for a health care plan. In the 
absence of such a plan. they will simply he hard on stares, the poor and the elderly. OMB is 
currently working on an analysis of each measure. 



TALKING POINTS ON BOREN-DANFORTIl 

Finally, we see some of what an alternative would look like. 

TIlE CLINTON/GORE PLAN: 

• The Clinton package cuts $4% billion from the deficit, with $255 billion in 
spending cuts and $241 billion in tax in~ Included in the spending cuts were 
$100 billion in entitlement caps. 

• The", are tlm>e dollars in spending cuts for every dollar in new investments. 

• 75% of tax increases fall on the top 6% of Americans _"""rding to the CBO. The' 
plan we had was strong, but fair. The only tax thai affected middle class America was 
a BTIJ tax. Yet, we increased the Earned lncomo Tax Credit to henefit 10 million 
working families. The tax does not even take affect until the SUmmer 1994. When it 
does, it is phased in tlm>e years. It would cost the average family making $40,000 
only $1 a month in 1994, $7 a month in 1995, and $17 a month in 1997. Families 
making under $30,00 would, on the whole, be held harml .... 

TIlE 8OREN-DANFORTIl ALTERNATIVE: 

• They acknowledge that the Ointon plan has signiflC3llt net spending cuts. They say 
the Ointon plan has $174 billion in net spending cuts, while the acrual numher is 
5255. 

• They claim to cut $122 billion in taxes. while adding $163 billion in spending cuts. 

But lets look closer: 

• They cut Social Security benefits for 27 million middle class Americans, who now 
find tbat if they get $7.200 in benefits to live on, some in Washington believe they 
should have their COLAs cut on everything over tbat by 2%. 

• Another $15 billion is cut in the Earned Income Tax Credit, which benefits 14 
million working [antilles trying to stay above tbe poverty line. 

• '50 billion of the taxes they cut are taxes that are nearly e:<clusively for upper 
income Americans -- those with incomes of weU over $100.000. 

• On top of the $56 bilUon already inclnded in the President's plan, they an: asking for 
an additional S114 billion in Medicare and Medicaid cuts. Some of these cuts might be 
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reasonable in 'he context of paying for a health ""'" plan. In the absence of such a 
plan. they will simply be, hard on states. the poor and the elderly, In panicular: 

I 

I) It wiU cause b3rdship to millions of Americans. while leading to major 
cost-shifting to ttle private sector. thereby further driving up the cost of health 
care for average Americans. 

2) States wiIlloJ at least 531 billion in Medicaid and AFDC matclring funds. 
Their specific h..ilih care cuts and AFDC cuts are dealgned to hit the poor and 
elderly disproponlonatelY bard. and put tremendous burdens on states and pot 
pressure on them ito raise state and local taxes to make up the federal cuts. 

3) If these cuts .Jc made without health care reform. they will amount to a 
direct cut on the Poor and the elderly. 

4) This entitlcrnelt cap could jeopardize rational attempts in health care reform' 
to control spClldirig. It will make it extremely bard to pay for narional health­
reform. since tbeY would be crudely taking away significant potential health 
care savings now: to ntake up for their policy changes. 

I 
EXAMPLE OF WHAT TIlEY CUT AND WHAT TIlEY PAY FOR 

I 
If you want to know the type of choices this plan makes. consider the following three choices 
they malte: 

1. 	 TAX CUT: They take ":",ay $29 billion from the Clinton deflCit reduction plan by 
lowering the Medicare iricrease on individuals making over $130,000. 

HOW TIlEY CUT: Thly have to pay for most of it by cutting the Social Security 
benefits of 27 million st.cial Security recipients who receive benefits of ovcr only 
$7.200 a year. 

2. 	 TAX CUT: An across-the-board capital gains lax cut, on top of the new one the 
President has already prpposed. This will benefit the wealthiest Americans 
overwhelmingly without, ensuring that it is targeted to job creating smaIl bnsinesses. 

I 
HOW TIlEY PAY FOR rr: They cut $15 billion from the Earned Income Tax 
Credit. a program that goes to 14 million working !amiUes in danger of being below 
poverty line. I 

3. 	 TAX CUT: They get ri~ of the energy lax. The BTU does have costs for many 
Anrericans, Yet, our energy tax holds harmless families under $30,000, It does not 
even start until July 1994. It phases in over three years after that, costing the avernge 
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family making 540,000 ~nly SI a mon.h in 1994, $7 a mon.h in 1995 and $17 a 
month when fully phased in during fYl997, 

I 
HOW THEY PAY FOR IT: This is paid for with 5114 billion in entitlement cuts. 
Most of it Carnes from Medicare and Medicaid, which -- in the absence of national 
health rcfonn -- will catis. major shifting of costs to the states and the private sector. ,
The result? The shift to the private sector will raise the COSIS of health care for 
average families ami businesses. while Ihe shift to the states will pressure the raising 
of state ami loeai laxes. Most of all. it is a hard hit at the poor and the elderly., 

ADDmONAL'BACKGROUND ON BOREN-DANFORTH 

• If this Cap ••ay. limited to .mance Committee programs, it will potentially hit these 
programs. 

Medicare 

Medicaid 

Military ami Civilian Retirement 

Disability (S81) I 

Unemployment Compensation 

TIUe XX Social ServiceS 

MOC I 
Child Support Enfon:cment, 
Trade Adjustmont Assistance 

Foster Care and Adopti';.. Assistance 

Child Cate , 

Vaeeine Injury CompenSation 

Black Lung Benefits 
 I 

• Other pmgrams that coUld be hit with a full-entidement cap. include 

Social Security 

Guaranteed Student Loans 

Veterans Pensions and Benefrts 

Farm l'riee Supports , 

Title XX Social Servi'" 

Military ami Civilian R~iremenl 

Food Stamps 

Child Nutrition 
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• The Administration has ,already proposed substantial CUtS in entitlement spending, 
i , 

Medlcar. savings -$48.0 billion 
Medicaid savings -$8.3 billion 
Agriculture programs -$3.0 billion 
COLA delayn for milnary retirees -$2.3 billion 
COLA delayn for civilian retiree,. -$.8 billion 
End Lump Sum retirement bei1em for Federal employees -$8.8 billion 
Pay restraint and other reductions for Federal workers -$48.6 billion 
Veterans programs -$2.6 billion 

I
Health Care spending is the fastest rising entidement program. Our health care plan will 
din:ctly take on the issue of ho\;. to controllbese runaway costs. Furthermore, an inflexible 
entitlement cap could jeopatdizl, rational attempts in hea1tl. care ..fonn to control spending. 
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E X E CUT I V E OFF ICE o F THE PRE SID E 

TO: 

FROM: 

SUBJECT: 

4/7/93 b.t. 

08-Apr-1993 lO:16am 

(See Below) 

s.1 Collier Andress 
Office of Communications 

I ,
talkln 

SUMMARY POINTS ON THE APRIL BUDGET 

h ' 1 I ,I. T 15 P an targets lnvestrnents to promote long-term 
economic growth and reduces budget deficits as a share of the 
economy by nearly one-half by 1997. 

, , I , " 
II. It wl11 lncrease economlC growth and ralse the lncomes 

and living standards 10f American families. 

III. Congress, in its earliest action ever on a budget, has 
already adopted a budget resolution which contains the elements of 
the President's economic program. 

IV. The ClintonlAdministration is the first new 
administration to submit a complete line-by-line budget during its 
first year in office.1 

I 
V. ']'he combination of the President's plan and the changes 

made by the congressional budget resolution would achieve a total 
of $514 billion of deficit reduction over the next five years, 
making it: the largest. deficit reduction package in history. 

VI. This includ!s $447 billion, which is the reestimated net 
deficit reduction achieved in the President's budget, an 
additioncll $57 billion in discretionary spending cuts and $2 
billion in mandatory I spending cuts endorsed by the Congress, and 
$8 billion in additional interest savings. 

VII. The presidlnt's budget provides for more than 200 
specific spending reductions in domestic and defense programs, and 
raises additional revenues, most of which would come from the 
wealthient taxpayers! 

VIII. These invblve numerous difficult choices, which include 



the following: 

A9 Increase'd taxation of Social Security benefits 
B. signific:ant savings in Medicare, though not affecting 

beneficiaries : 
c. Broad-ba'sed energy tax 

D~ Signific'ant defense savings 

E. Savings lin the rural Electrification Administration, 
Power Marke'tinq Administration, and Appalachian Regional 
Commission I 
F. Inland ~aterway user fees 

G~ Redesign of the space station 

H. point XUI below 
I~ Examination fees for State-chartered, FDIC-insured 

banks 
J ~ Eliminat1ion of the "b" portion of impact aid 
K. Savings lin the Cooperative State Research Service and 
Agriculturall Research service, meat/poultry inspection 
fees, crop linsurance savings 
L •. savings lin BUD special purpose grants 



IX. It reduces the deficit as a percent of GOP from 5.2% of 
Gnp in fiscal year 1993 to 2.8' of GDP in fiscal year 1997. The 
additional savings en1dorsed by the congress push the deficit down 
to 2.7% of GOP in 1997. 

x. The lOng-terml investments in the budget are directed 
towards areas that are vital to raising the productivity of 
American businesses and the American people, which will improve 
long-term economic gr~wth# incomes, and standards of livinq. They 
are directed toward the following priorities: Rebuild 
America/Infrastructure, Lifelong Learning, Rewarding Work, Safe 
Streets, Health Caret Iand pri,vate Sector Incentives. 

XI. The five-year ratio of spending cuts to tax increases is 
52% to 48%. In the fifth year alone, the ratio is 59% to 41%. 

I
XII. The Administration's spending reductions would eliminate 

or reduce spending injprograms that do not work or are no longer 
needed t eliminate or reduce unfair or unnecessary subsidies, 
reform programs for better management of taxpayers' dollars# 
control health care costs without harming program beneficiaries, 
make substantial overall redUctions in agency expenses and the 
size of the Federal bureaucracy. 

XIII. The domest~c discretionary savings include $45 billion 
in reductions in the cost of government from civilian personnel 
cuts of more than 100#"000, redUction of administrative expenses, 
an across-the-board pay freeze for Federal civilian and military 
employees as well as o,ther savings in personnel compensation, and 
streamlining of departments and agencies. 

DISTRIBUTION. 

TO, George Stephanopoulos 
TO: Ricki seidman 
TO; David Dd:~yer 
TO: Jeffrey t. Eller 

Robert 0: BoorstinTO' 
TO. Michael Waldman 
TO, Ann F. Walker 
TO. David Kusnet 
TO, Lorraine!A. Voles 
TO. Dee Dee Myers 
TO, Keith Boykin 
TO: Heather Beckel,
TO: Amanda Crumley 
TO: Jason Solomon 
TO, Liz Bowyer 
TO. David Leavy 
TO, Kathy McKiernan 
TO: Jeremy Mol Gaines 
TO: Steven A. Cohen 
TO: Dawn A. Alexander 

I 



E X E CUT ~ V E 01'1' ICE 01' T B E PRESIDE 

08-Apr-1993 10:21am 

TO. (See Below) 

PROM. s. ICollier Andress 
Office of Communications 

! 
IlUBJECT. long term investment in the President's budget 

4/8/93 b.t. 

LONG-TERM INVESTMENTS IN THE PRESIDENT'S BUDGET 

The long-term inJestments in the budget are targeted towards 
areas that are vital to raising the productivity of American 
businesses and the Ante'rican people, which will improve long-term 
economic growth, incomes # and standards of 1 i ving. 

They are directed toward the following priorities: 

? Rebuild America/Infrastructure. Investments totaling $52 
billion in outlays over five years (with $11 billion in F¥ 
1994 budget authority) in highways and mass transportation, 
environmental infrastructure, technology, building and 
restorinq housing; and conserving and developing alternative 
forms of energy. IThe category includes five-year outlays of 
$15 billion for technology initiatives. 

? Lifelong Learnilg. Investments of $52 billion in outlays 
over five years ($6 billion in FY 1994 budget authority) in 
educational programs and reforms, full funding of Head start 
and the WIC feeding program, national service j and several 
innovative job training initiatives. 

I

? Rewarding Work. A five-year total of $32 billion, most of 
which will be used! to take working families out of poverty by 
expanding the Earned Income Tax credit. 

I 

? Safe streets. A five-year investment of $4 billion in 
outlays ($390 million in FY 1994 budget authority) for anti­



crime initiatives, such as putting an additional 100 1 000 
police on the beat in cities and towns. 

I? Health Care. Investment outlays of $32 billion over five 
years ($3.4 billion in FY 1994 budget authority) in health 
care and research, including women's health research, full 
fund.ing of the Ryan White Act for AIDS prevention and 
treatment, and veterans' health care. 

? Private Sector Incentives. A five-year total of $50 billion 
($12 billion in FY 1994) in business productivity tax 
incentives, including a small business investment tax credit 
and capital gains exclusion, permanent extension of the 
research and experimentation tax credit, and enterprise 
zones. 

DISTRIBUTION, 

TO: 
TO: 
TO: 
TO. 
TO' 
TO: 
TO, 
TO: 
TO, 
TO, 
TO, 
TO: 
TO. 
TO: 
TO: 
TO: 
TO: 
TO. 
TO. 
TO. 
TO: 
TO. 
TO. 
TO, 
TO; 
TO: 
TO: 
'1'0: 
TO, 
TO: 
TO, 
TO, 
TO: 

George stephanopoulos 
Ricki Se1idman 
David Dreyer 
.1effrey L. Eller 
Robert 01. Boorstin 
Michael Waldman 
Ann F 4 Walker 
David Kusnet 
Lorraine!A. Voles 
Dee Dee Myers 
Keith Boykin 
Heather Beckel 
Alflanda Crumley 
Jason Solomon 
Liz Bowyer 
David Leavy 
Kathy McKiernan 
Jeremy MW'I' Gaines 
Steven A. Cohen 
Dawn A. Alexander 
David Seldin. , 
Er~c Barman 
Meeghan E. Prunty 
Carter Wi1.kie 
Kimberly Tilley 
Eric W. Payne 
Ken Chitester 
Julie Oppenheimer 
Marla Romash 
Lisa M. caputo 
Gene Sperling 
Stuart E. Trevelyan 
Nestor M. Davidson 



TO: Domestic Policy Council Program staff 

FROM: carol H. Rasco 

SUBJ: Budge't hearings 

DATE: July 1, 1993 

Happy July! 

Attached is a memo I received last evening from Alice Rivlin 
which is a follow up to :a previous meeting Bruce, Kathi and I had 
with her about the FY95 Budget Process. As you remember, we 
shared with you that OMS will be holding agency reviews to which 
we are invited. Also, n'ote on the schedule that OMB will hold 
PRE-hearing meetings to 'which we are also invited. 

Thank you, Mike SChmidt,1 for attending the first pre-hearing 
meeting on such short notice this a.m. I have designated the 
meetings I would like for persons to attend for DPC. Please, 
please let me/Rosalyn know if you cannot attend your assigned 
meetings as it is IMPERATIVE that we attend and participate in 
these meetings .... this i!s our chance to be involved in a way we 
were not inVOlved in the last budget cycle. 

I would like to have a Jrief memo outlining the meetings you 
attend within 24 hours after the meeting, and you should feel 
free to come by and visit if there are things beyond the memo you 
feel we need to discuss.1 

If you have questions aJout the rationale behind any of these 
assignments, please call me. 

One further business itlm: if you at any time prepare documents 
for the President whether generated by a request from me or 
anyone else it would belhelPful if you would at least send me a 
blind copy.... I find he asks me things related to those memos 
and/or other staff members come by to ask, and I can try to help 
the various causes around here if you'll keep me up to speed. 
Many thanks! 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICe: OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 205Q3 

THE OEPUTY DIRECTOR 

Iune 29, 1993 

TO: 	 Roger Altman (Treasury) 

Carol Rasco (OPC) I 

Bo Cutter (NEC) " .y 


FROM: 	 Ali"" iUviin ~\ 

SUBJECT: 	 Management ;"'d Budget Reviews for FY 1995 

[ have spoken with each of you about Management and Budget Reviews that OMS i. 
holding with each of the major agencies as we begin the FY 1995 cycle. Ea<:h Cabinet 
Secretary or major agency head will meet with Leon over the next month. A schedule of 
these reviews is attached, along willi the schedule of "pre-briefings," in which we will 
discuss 	issues to be raised with the~agencies. 

Each of you is welcome to Fame or send one representative to the reviews and/or pre­
briefings. All meetings .....ill be held in Room 248 OEOB. 

I 
[' m sure U.e schedule will shift around as the month goes on, but we will try to keep 

you informed of the changes. [n cl.se of doubt, my assistant, Val Owens, 395-4742, or 
Margaret Shaw, Secretary of the Rbview, 395-3646, will have the latest schedule. llook 
forward to your participation in these reviews. 

,,,, 
, 

Attachment 

c: 	 Val Owens 

Margaret Shaw 




,. 

06/30/93I 

M&B REVIEW SCHEDULE 	 03:22 PM 
I 


July 	16July 1 I 
10-118m GSA" 10-11am 
11-128m Commerce" 11-12am 
5:30-6:30p· OPM" 

Mi~e" 
3-5pm 

July 2 
10-11am 
11-12pm 
3-4pm 

July 6 
10-118m 
3-5pm 

July 7 
10-11 

July 8 
10-11am 
3-5pm 

July 	12 
10-118m 
3-5pm 

July 13 
10-11am 
3-5pm 

July 	14 
10-11am 
3-5pm 

July 	15 
3-5pm 

Interior" !1Jt6a. 
Education" /ili 1/ 
SBA" 

HUD" ~I 
OPM 

State .. 

Justic~" J'Q5e, 
Education Bi II 


Labor" MiKe.­

GSA 

Energy" Brip..YI 
Commerce /UiKe.­

Transportation" Mike..­
HUD AuJ 

Interior ~o-­
I 

July 19 
10-11am 
3-5pm 

July 20 
10011am 
3-5p'm 

July 21 
10-11am 
3-5pm 

July 22 
4-6pm 

July 23 
10-11am 
3-5pm 

July 26 
3-5pm 
10-12am 

July 27 
3-5pm 

July 28 
10-12am 

July 29 
3-5pm 

July 30 
3-5pm 

Veterans Affairs· T15A. 

HHS" 10.,-tIU, 

State 


EPA' BriM 
SBA 

Agriculture" BnOJA. 
Energy BriM 

NASA" . 
Transportation MjK~ 

HHS~ 

Treasury-
Veterans Affairs TF31l 

EPA BritU\. 
Justice JoSe..­

Agriculture BriM 

NASA 

Labor MiKe. 

Treasury 

·Pre-brief meetings are in italiJs. 	 . 
NOTE: Sessions are not currently scheduled for Defense. CIA. Corps of Engineers. 

USTR. AID, EXIM and USIA. 
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EXECUTIVE OFFICE OF THE PRESIDENT , 
OFFICE jOF MANAGEMENT AND aUOGET 

I WASHINGTON, D.C. zceoo. 

THE OIAECTOR JUt 16 1993 

I
Honorable Robert C. Byrd 
Chairman I 
co~ittee on Appropriations 
Un!ted statl~s Senate 
Washington, D.C. 20510 

Dear Mr. ChairEan: 

The purpose of this letter is to provide the 
Administration's views on H.R. 2403, the Treasury, Postal 
Service, and General Government Appropriations Bill, FY 1994, 
as passed by the House.; The Administration supports the House­
passed version of H.R. 2403, although we do have some concerns, 
which are described below and in the anclosure~ As you develop 
the senate ',lersian of the bill; your consideration of these 
concerns would be appreciated.

I
President/s Investment Program 

The Administrationl supports the House's action that would 
fund Tax Systems Modernization (TSM) projects with immediate 
productivit~{ savings~ The Administration objects, however, to 
the signifil::ant reduction nade by the House in funding for 
long-term TSM projects I Treasury and the Internal Revenue4 

service (IRS) are aggressively responding to congressional 
reviews of TSM~ Full funding for TSM is important to achieve 
the objecti'les of ll'.odernization, including improved service to 
taxpayers, more efficient IRS operations, and increased tax 
compliance and collection~ 

I 

Federal Emplpyees Health Benefits Program 
I 

The Administrationl supports the House's decision to remove 
the prohibition on the use of Federal Employees Health Bene.fits 
Program funds for abortions needed by eligible enrollees and 
their dependents and urges the Senate Subcommittee to take the 
same action. I 

other Issues ! 
I 

I 
The House proposesito terminate funding for the 

Administrative Conference of the United states. The conference 
assists the President, the Congress, and the Federal 
departments and agencie~ in improving administrative 
procedures. The. Administration urges the senate to support 
funding for the Conference so that it might continue to improve 
the efficiency of the Government. 

I 



The Administration is pleased that the House has included 
requested language on the use of the FTS 2000 system~

I 
Additional Adminis~ration concerns with the House-passed 

bill are provided in the enclosure. The enclosed table 
provides OMB's preliminary scoring of the House-passed hil16 
We look forward to working with the Committee to address our 
mutual concerns. I 

I sine"rel 

E. Panetta 
Director 

Enclosures 

Identical Letters \sent to Honorable Robert C. Byrd, 
Honorable Mark o. Hatfield, Honorable Dennis OeConcini, 

and Honorable Christopher S. Bond 

2 




Enclosure 
(Senate Subcommittee) 

ADDITIONAL CONCERNS 
B.R. 2103 -- TREASURY; POSTAL SERVICE AND GENERAL GOVERNMENT 

ARPROPRIATIQNS BILL, FY 1991 
(AS PASSED BY THE BOUSE) 

The Administration looks, forward to working with the Congress to 
address the following co~cerns as the appropriations process 
progresses. I 
Department of the Treasury 

Internal Revenue sekVice (IRS). The Administration objects 
to bill language requiring submission of a report on Tax 
Systems Modernization prior to Obligation of any FY 1994 
funds. Treasury isl~illing to provide reports requested by
Congresu expeditiously. 

The Administration bbjects to bill language that would 
prevent the IRS from moving an automated collections unit 
out of Manhattan. Such micromanagement would prevent the 
IRS from taking nec~ssary manaqement actions that would 
reduce costs and allow for the redeployment of staff within 
Manhattan due to forced office relocations. 

lBSfUtS. Customs Service. The House has transferred funds 
for drug law enforcement from the special Forfeiture FUnd to 
the customs service!and IRS. To the extent that these funds 
would be used for s~aff increases, other Treasury bureaus 
would be required to reduce staff further. This would be 
necessary to comply;with the President's" Executive Order on 
reduction of Federal positions, which is an important 
element of the Administration's effort to reduce Federal 
spending and bureaucracy. 

' , , ,
~eneral Sery i ces A~lDlstratlQnd (CSA) 

I 
fideral Buildings Fu'nd. The HOUSe bill contains full and 
partial funding for a number of Federal building projects 
that were not included in the President's hudget~ Many of 
these projects were reviewed as part of the FY 1994 budget 
process and were no~ approved. Other projects added by the 
House were not included in GSA's FY 1994 capital plan.

I 
Information SecuritylOversight. The Administration is 
concerned about the elimination of funding for the 
Information Security; Oversight Office within GSA. The 
Office monitors the infornation security programs of 
approximately 80 Exe~utive Branch agencies. 



Office of Eersonnel Management (QPMl 

National AdvisQry ~Quncil on the Public service. The 
council was proposed for termination in the FY 1994 Budget. 
The House has directed OPM to transfer funds from its 
salaries and expenses account to the Council. The Council 
duplioates work already being acoomplished (and funded) by 
the Vice president(s National Performance Review and other 
agencies, including OPM. 

I
Blue-collar Employee pay Raises. section 615 of the House-
passed bill would limit blue-collar employee pay raises in 
each local blue-collar area to the locality pay increase 
received by General Schedule (GS) or white-collar employees
in that same area. I Blue-collar local pay areas are 
fundamentally different labor markets than white-collar 
looal pay areas, and the two shoUld not be linked for pay 
purposes~ Consistent with the treatment of locality pay for 
as employees, the general provision should be amended to 
limit blue-collar pay raises in each area to 20 percent of 
the blue-collar employee pay gap. Further, the provision 
should take effect;in FY 1994 only if OS employees receive a 
looality pay raise. 

I 
other Com;;er.os \ 

A~yisgry Commission on Intergovernmental Relations (ACIRl.
The House proposes ~to eliminate funding for the ACIR... The 
commission provides: valuable analysis and assistance to 
Federal agencies, Congress, states, and localities on such 
issues as tax policy and intergovernmental decision-making
for environcental protection and health care programs. The 
Administration urqes the Subcommittee to fund the commission 
so that it can continue to foster more effective and 
efficient intergovernmental relations6, 
Compliance with BUyl American ACt. Section 528 of the 
General Provisions cannot be applied to the extent that it 
would be inconsiste~t with the General Agreement on Tariffs 
and Trade or any other international agreement to which the 
United States is a party.

I . 

Infringements on Executiye Authority~ The~e are several 
prOVisions in the House bill that would require 
congressional approval prior to Executive Branch execution 
of aspects of the bill. The Administration will interpret 
such provisos to require notification only, since any other 
interpretation would contradict the Supreme court ruling in 
INS ys, Chadha. I 

!. 
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,~.TREASURY, POSTAL SERVICE, AND GENERAL GOVERNMENT APPROPRIA110NS BILL, FY 1994 

(in nilliom 01 doBars) 	 ..... ­
T"nI'·1oICT __ 

FY 18g4 Proposed HOUH Floor Dmerenet From: 
Including Investmenls House Floor' FY 19n Enact~ FY 1884 Proposed 

SA OL 

57 56
, 

90 " " 

153 159 


"' 
 84 


__~,~359--361-

_____~Mo""lor Progfll~m~.______ 

Domestic Discretionary 

Exeeutive Office of !he President: 
Office of Management and Budget... ................. 
Office 01 National Drug Control PoIicy2.•.•.•.••.••••.. 
Clhtt, EXCP ........................................ 


Total. EXOP.................................................. 


Furds Appropriated to !he Presidant 

Federal Drug Control Programs:!:............. 


Department 01 the Treasury: 
Bureau 01 Alcohol. Tobacco & Firearms.............. 

FY li113 Enacted 
SA OL 

56 56 

57 54 

92 92 


205 202 


10 


372 374 


SA OL BA OL BA OL 

57 57 1 1
, -51 	 ·1 
90 	 ·2 

."·1 " " 
153 . 160 
 ." ." 
98 71 sa 69 -16 -14 


365 __ ·7 ----8---,--,----- ­___ 368·___ 
1,413 1,429 ... -110 5 2 


457 449 	 ·29
."
3,827 3,873 ·9 .. ·29 28 

1,403 1.393 ·7' ." ." ."1,865 1.786 75 	 ·59."

675 685 ·17 ." ." ·59 


10,006 9,980 -117 ·255 -102 ." 

91 ·30 ."
" 

307 63' 22 ·166 145 ·26 

18' ,., .. ~28 -7 -7 

49. 930 16 -197 144 -27 


123 212 7 


356 24 ·80 ·1 


11,280 1',roO ·72 .." 26 -126 


31' 

_____United Stales Customs Servicll ................. ~.-.--1;473-'-1:538 

United Slaws Secret Service............................... 

Tax law Enforcement {IRS)3............................... 

Inlormation System (IRS).... ..................... 

Other IRS................................................... 

Other Treasury......................... .................. 


Total, Treasury .................................................. 


U.S. Postal Service, Foregone Revenue .......... 

General Services Administration: 
Federal Buildings Fund ........................................ 
Other GSA ........................................................... 

Total. GSA ........................................................ 

Office 01 PefSOnnel ManalJElment, Agency totaL. ... 

Other ............................... ....................... 

Total, Domeltlc DI.crationary ...................... 

480 478 

3,836 3,828 

1,479 1,491 

1,790 1,800 


693 727 


10.123 	 10,236 


122 122 


285 803 

,'3 223 


'" 1,026 

123 20' 

292 .36 


11,352 12,227 

1,408 

457 


3,856 

1,488 

1,865 


772 


10,108 

" 

162 

19' 


34. 
123 


316 


11,254 

1,427 

449 


3,845 

1,455 

1,845 


744 


10,066 

" 

661 

202 


857 


212 


357 


11,827 

• $500 Ihousanr:I 01" less 
, OMS scoring Is prellmlrwllY. 

FY 1994 EXDf'-oNOCP DgtQs rellElCll r&<M:IIon In 'tall and a shill 01 grant 1unc1510 FAP-Fedefal Drug COotrol Programs. 
I Doe. notlndLW:la $187 mllion In BA and $183 mlilon In OL In FY 199-4 lor lhe lAS Complanc8lnlUaJlvll. 

HOUla Floor 
HOUle 602(b) Sanale 602(b} lUI HOUle 602(bl 

BA Ol SA Ol SA OL 

602(b) Alloeallon .......................... _ .......... _ ...... . 11,319 11,522 11,519 11,720 ·39 178 


I 



I 

I 
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EXECUTIVE OFFICE OF THE PRESIDENT• ''i:i', 
i 

OFFICE OF MANAGEMENT AND BUDGETIi: !" 
WASH(NGTON, D,C. 2OS03 

• 

THE 01RI.::CTOR• JUl16 1993 

Honorable Robert c~ Byrd 
Chairman I 
committee on Appropriations 
United states senate I 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The purpose of this letter is to provide the 
Administration's views Ion H.R. 2493, the Department of 
Agriculture, Rural Dev~lopment, Food and Drug Administration l 

and Related Agencies Appropriations Bill, FY 1994 t as passed by 
the House. The Administration supports the House-passed 
version of H.R. 2493, although ~e do have some concerns, the 
most critical of whichlare described below and in the 
enclosure. As you develop the senate version of the biIll your 
consideration of these'concerns would be appreciated. 

frgsident's Investmentl, Program 

The Administration supports the House/s action that funds 
many of the president':S investment proposals, including full 
funding for the food safety and Food and Drug Administration 
proposals. The Admini'stration commends the House for its 
support of the speciali Supplemental Food Program for Women, 
Infants, and Children i(WIC) and for adopting the President's 
goal to fund the WIC p,rogram fully by the end of FY 1996. We 
urge the Subcommittee to approve the Administration's FY 1994 
proposal. I 

I 
I

Wetlands Reserve Prggram 
; 

The Administratidn urges the Subcommittee not to alter 
current law by again restricting sign-ups for the Wetlands 
Reserve Program (WRP).: The 1990 farm. bill requires a minimum 
of one million acres to be enrolled in the WRP by the end of FY 
1995. The Administration has proposed to fund 450,000 acres in 
Ft 1994 toward this target, but the House bill would allow only 
50,000 acres to be enrolled. This restriction is particularly 
troublesome since FY ~993 sign-ups were blocked by the FY 1993 
appropriations act~ The WRP is a crucial part of the 
Administration's wetlands restoration and preservation plans, 
and the A(~inistration believes that full funding for this 
mandatory program should be restored. At a minimum, 
appropriations action'should be consistent with both the House 
and Senate versions of the 1993 reconciliation bill, which 
prescribe that a mini~um of 330,000 wetlands acres be enrolled 
by the end of calanda~ year 1995. 



Research GrAnts 

The House has chosen to fund earmarked spacial research 
grants at the expense of the National Research Initiative t a 
competitively awarded grant program. These earmarked special 
grants would address primarily local and paroohial research 
issues, rather than problems of national significance facing 
the nation's food, agricultural, and environmental sectors. 
The Administration believes that the most appropriate way to 
allocate scarce research funds is through a competitive process 
based on merit in which! any research institution can apply.

I 
Additional Administration concerns with the House bill are 

contained in the enclos~re. The enclosed table provides OMS's 
preliminary scoring of the House-passed bill. Wa look forward 
to working with the Subcommittee to address our mutual 
concerns. I 

E. Panetta 
Director 

Enclosures 

Identical Letters Sent to Honorable Robert C. Byrd, 
Honorable Mark O.!Hatfield, Honorable Dale Bumpers,

and Honorable Thad Cochran 
I 
I 

I 
I 

I 




Enclosure 
(Senate Subcommittee) 

I
ADDITIONAL CONCERNS 


B.R. 2493 AGRICULTURE, RURAL DEVELOPHENT, FOOD AND DRUG 

ADIUNIS'l'ltATION, AND RELATED AGENCIES 


________________A~RQRRIATIONS BILL, FX 1224 

(AS PASSED BY THE HOUSEl 


I 
I

The Administration looks:forward to working with the subcommittee 
to address the following conoerns: 

I 

FUNDING ISSUES 	 I 
I 

o 	 B~~~l Development Adrninistration~ The Administration 
is pleased that the House has funded the Rural 
Development A~inistration (RDA). The Administration 
urges the Subcommittee to delete section 722, which 
would prohibitlthe funding of the operation of the 
seven regional:offices of the RnA after April 1, 1994. 
The Secretary is currently reviewing the structure of 
the ROA, and it would be premature to limit his options 
for restructurinq~, 

, 
o 	 Rural Electtiiication Administration [REA). The 

Administration'commends the House for reducing REA 
subsidies but objects to excessive subsidies for 
hardship telephone loans. The House bill would provide 
the same amount of loans made at five-percent interest 
to telephone b9rrowers as it would to electric 
borrowers, even though there are far fewer telephone 
borrowers deservinq of the deep subsidy. The level of 
telephone loans made at hardship interest rates should 
be reduced to $50 million, and the current pro-rata
allocation of hardship loans between electric and 
telephone borrowers should be retained. 

o 	 Fedgr~l Crop In§urance Corporation. Tho House bill 
inclUdes a proyision that would eliminate the issuance 
of poor crop insurance policies. The Administration 
supports this provision and commends the House for 
addressing this issue. The Administration urges the 
Subcommittee to approve this needed reform. 

I, 	 . 
o 	 Food and Drug AdministratIon (FDA) User Fees. The 

Administration;is pleased that the House bas allowed 
the FDA to utilize up to $54 million in user fees 
collected under the Prescription Drug User Fee Act. 
The Administration notes that another $200 million 
could be collected if restrictive lanquage were deleted 
from the bill. i Deletion of this language would permit 
funding of high priority programs elsewhere in the bill 
that currentlylare not funded. 

I 



, 

i 
o 	 Farm service Agengx. The House has not funded the 

Administratiori's proposal to create a Farm Service 
Agency, which ;would combine the Agricultural 
Stabilization land Conservation Service, the Farmers 
Home Administration, and the soil Conservation Service. 
This proposal lis a key element of the Administration's 
initiative to!streamline government while improving
service to clients. 

I 
o 	 Sal~r1es and ExPense funding from mandatorY accounts. 

The President~s budget proposes to eliminate the 
transfers of funds for administrative equipment and 
computers from the mandatory Commodity Credit 
Corporation account t and, instead, to fund these 
purchases through appropriations~ Because 
discretionarylsavinqs would be scored for eliminatinq 
the mandatory:funding, no net outlays would be scored 
to the 'bill if this proposal were enacted. Continued 
mandatory funding does not foster the necessary careful 
consideration: of equipment purchases t nor does it 
adequately reflect the true discretionary nature of 
these costs ~ i 

, 
a 	 Foreign AgricUltyral Service (FAS)~ The Administration 

has proposed a $10 million reduction in the Cooperator 
program of PAS, Which the House bill does not include~ 
FAS can achieve its export promotion objectives within 
the budget's proposed levels. FAS can increase the 
cost-share amount it currently requires, target funding 
to areas where the qreatest export opportunities exist 
rather than continue funding in the same established 
locations, and reduce the funds used to pay rent and 
administrative, expenses of the participating private 
sector cooperators.

I 
o 	 Eental Pa¥IDents to GSA. The House bill earmarks $65.5 

million for non-rental purposes ($50.5 million to the 
Department of' Agriculture and $15.0 million to the Food 
and Drug Admfnistration) out of the amounts 
appropriated for the payment of rent to GSA. 
Reservation o'f these funds for other uses would result 
in insufficient funds being available for making rental 
payments to O:SA. Therefore, OMB has scored the House 
bill for these additional costs. 

! , 

GENERAL PROVISIQNS 
I 

o 	 Collection of
, 

delinquent payments from EmMa borrowers. 
Section 716 of the House bill would prohibit the use of 
private debt (collection agenoies to collect delinquent 
payments fro~ Farmers Ho~e Administration (FmHA) 
borrowers. At , the end of FY 1992, FmHA had nearly $50 

2 




, 

billion in outstanding loans. Almost $14 billion of 
these loans represented expected losses j net of 
recoveries andlfees. 

The use of debt collection agencies for seriously 
delinquent debt is a proven debt collection tool. 
Federal agencies received authority to use this tool in 
the Debt Collection Act of 1982. Several Federal 
agencies have successfully used these collection 
services for housing, student, and business loans. The 
Administration: believes that there is no reason to 
exempt the rural sector of the country from a technique 
that is applied to problem debts in other Federal loan 
programs. The: Administration urges the Subcommittee to 
delete section 716. 

3 




AGRICULTURE. RURAL DEVELOPMENT, FOOD AND DRUG ADMINJSmAnON, AND .aN 
RELATED AGENCIES APPROPRIAnONS BILL, FY 1994 

(in millions of dollars) .­..~ 
I4HF_T~ 

House Root Difference From: 
FY 1993 Enacted FY 1994 Proposed House Roor t FY 1993 Enacted FY 1994 Pro~sed 

Malar Programs BA OL BA OL BA OL BA OL BA OL 

Domesllc Discretionary: 
Cooperative State Research Service.............. 482 459 424 477 46G 493 ·16 34 43 15 

Animal and Plant Health Inspection Service... 454 491 443 442 449 447 ·5·44 6 5 
Food Safety and Inspection Service............... 494 494 409 403 517 501 23 8 108 98 

FarmServiceAgeocy.................................... 3,791 3,740 4,160 4,057 4,040 3,927 248 187 ·121 ·130 

Discretionary changes to mandatory program ·171 ·143 ·529 ·172 ·529 ·172 ·358 ·29 
Rural Development Administration................. 691 420 931 540 759 523 68 103 ·172 ·17 

Rural Electrification Administration ................ 243 120 55 141 146 169 ·97 49 91 27 

Federal Crop Insuraoce Corporation.............. 310 324 202 250 265 283 ·45 -41 63 33 

Supplemental Feeding Programs (WIC)......... 2.860 2,840 3.287 3.262 .. ___ .3.210__ 3.19L_~~_350__ ~352-'- ·77-- ~-'71------

______ FoodandDrugAdministration.-:-.-:-.-:::.-;;-;-.:::-::.=--783--~787~---670-- 671 885 852 102 65 215 181 
Other........................................................ 2,400 2,453 2.526 2,527 2.534 2.506 134 53 8 ·20 


........... ......._.. ._._..- ..._...... 

Total, Domestic Discretionary ................. .. 12,5OB 12,128 12,936 12,627 12,742 12,720 234 592 ·194 93 


International Discretionary ..... , ................ ,., .... . 1,573 1,777 1,529 1,552 1,497 1,520 -76 -257 -32 -32 

Emergancles....... ,._ .................................... _ ... . -14 8 8 23 
........... ........... 


Total" ....... ,', .................... ,.......................... 14,081 13,891 14,466 14,187 14,239 14,248 158 357 -227 61 


1 OMS scoring is preliminary. 
$500 thousand or less. 

House Roor 
Houaa 602(b) Senate 602{b) Le"House~ 
SA OL SA OL SA OL 

602(b) Allocation ...................................... _. 14,629 14.340 14.578 14,139 ·390 -92 
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WNG-TERM INVESTMENTS IN TIlE PRF.5ID '5 BUDGET 

The long-term investments in the budget are targeted towards areas that are vital to 
raising the productivity of American businesses and the American poople, which will 
improve long-tenn economic growth. incomes, and standards of living. 

They are directed toward the following priorities: 

• Rebuild AmericailnfraslrYCIUre. Investments totaling $52 billion in outlays over 
five years (with $11 billion in FY 1994 budget authority) in highways and mass 
transportation, environmental infrastructure. technology I building and restoring 
housing, and conserving and developing alternative forms of energy. The category 
includes five-year outlays of $15 billion for technology initiatives. 

• Lifelong !&arniD&. lnv.slmcnts of $52 billion in outlays over five years ($6 billion 
in FY 1994 budget authority) in educational programs and reforms, full funding of 
Head Start and the WlC feeding program, national service, and several innovative job 
training initiatives. 

• Rewarding Work. A five-year total of $32 billion, most of which will be used to 
tal<e working families out of poverty by expanding thc Earned Income Tax Credit. 

• Safe Streets. A five-year investment of $4 billion in outlays ($390 million in PY 
1994 budget authority) for anti-crime initiatives, such as putting an additional 100,000 
police on the beat in cities and towns .. 

• Health Care. [nvestment outlays of $32 billion over five years ($3.4 billion in FY 
1994 budget authority) in health care and research, including women's health 
research, full funding of the Ryan White Act for AIDS prevention and treatment, and 
veterans' health care. 

• Povate Sector Incentives. A five-year total of $50 billion ($12 billion in FY 1994) 
in business productivity tax incentives, including a small business investment taX 

credit and capital gains exclUSion, pennanent extension of the research and 
experimentation tax credit, and enterprise lones. 



SUMMARY POINTS ON mE APRIL BUDGET 

L This plan targets investments to promote long~tcrm economic growth and reduces 
budget deficits as a share of the economy by nearly one-half by 1997, 

H. It will increase economic growth and raise the incomes and living standards of 
American famiJies, 

ilL Congress, in its earliest action ever on a budget, has already adopted a budget 
resolution which contains the elements of the President's economic program. 

IV. The Clinton Administration is the first new administration to submit a complete 
line-by-Hne budget during its first year in office. 

V, The combination of the President's plan and the changes made by the 
congressional budget resolution would achieve a total of $514 bHlion of deficit reduction over 
the next five years, making it the largest deficit reduction package tn history. 

VI. This includes $447 billion, which is the reestimated net deficit reduction achieved 
in the President's budget, an additional $57 billion in discretionary spending cuts and $2 
billion in moodalOry spending cuts endorsed by the Congress, and $8 billion in additional 
interest savings. 

VII. The President's budget provides for more than 200 specific spending reductions 
in domestic and defense programs, and talses additional revenues) most of which would 
come from the wealthiest taxpayers, 

VIII. These involve numerous difficult choices, which include the following: 

A, Increased taxation of Social Security benefits 
B, Significant savings in Medicare, thougb not affecting beneficiaries 
C. Broad-based energy tax 

D, Significant defense savings 

E. Savings in the rural Electrification Administration, Power Marketing 
Administration, and Appalachian Regional Commission 
F. Inland waterway user fees 

G, Redesign of the space station 

H, Point XIIl below 

I. Examination rees for State-chartered, FDIC-insured banks 
j, Elimination of the "b" portion of impact aid 
K, Savings in the Cooperative State Research Service and Agricultural 
Research Service, meaUpoultry inspection fees, crop insurance savings 
L Savings in HUD special purpose grants 



, 
...,.1 ,.. 

, 

IX. It reduces the deficit as a percent of GDP from 5.2% of GD? in fiscal year 1993 
to 2.8% of GDP in fiscal year 1997. The additional savings endorsed hy the Congress push 
the deficit down to 2.7% of GDP in 1997. 

X. The long~term investments in the budget are directed towards areas that are vilal to 
raising the productivity of American businesses and the American people, which win 
improve long-term economic growth, incomes, and standards of living. They are directed 
toward the foHawing priorities: Rebuild America/Infrastructure, Lifelong Leaming, 
Rewarding Work, Safe Streets, Health Care, and Private Sector Incentive,. 

XI. The five-year ratio of spending cuts to tax increases is 52% to 48%. In the fifth 
year alone, the ratio is 59% to 41 %. 

XII. The Administration's spending reductions would eliminate or reduce spending in 
programs that do not work or are no longer needed, eliminate or reduce unfair or 
unnecessary subsidies, reform programs for better management of taXpayers' donars, control 
health care costs without harming program beneficiaries, make substantial overall reductions 
in agency expenses and the Sill: of the Federal bureaucracy. 

XIII. The domestic discretionary savings include $45 bimon in reductions in the cost 
of government from civilian personnel cuts of more than 100.000, reduction of administrative 
expenses, an acros5.-the-board pay freeze for Federal civilian and military employees as well 
as oth~r savings in personnel compensation j and streamlining of departments and agencies, 



THE WHITE HOUSE 


WASHINGTON 


April 7, ~993 

MEMORANDUM FOR WHITE HOUSE STAFF MESS MEMBERS 

FROM: JOHN A. GAUGHANro. I" .0. D~ 
DIRECTOR, WHIT~~IrrARY OFFICE 

SUBJECT: White House Staff Mess Holiday Closure 

In observance of Easter, the White House Staff Mess will be 
closed Saturday, April la, and Sunday, April 11, 1993. 

Thank you for your understanding. 



THE WHITE HOUSE: 

WASH!NGTON 

APRIL 8, 1993 

MEMORANDUM FOR THE WHITE HOUSE DEPARTMENT HEADS 

FROM: DAVID WATKINS fl, /J )~
ASSISTANT TO TH~RESIOENT FOR 
MANAGEMENT AND ADMINISTRATION 

SUBJECT: Expres~.ions of Sympathy for Mr. Hugh Rodham, Srt 

In lieu of flowers or gifts" the family has requested that 
expressions of sympathy be made in the form of contributions to 
either of the following charitable foundations. 

The family wlshes to recognize the salvation Army as the late Mr. 
Rodham's most endeared charity; therefore, memorial contributions 
may be to local Salvation Army chapter's around the country. 

Also, a charitable fund has been established for a stroke 
Education Center at St. Vincent's Hospital of Little Rock, AR. 
Memorial contributions may be forwarded to the address below: 

The Huqh B. Rodham Stroke Education Center 

st. Vincent's Hospital 


Two St. Vincent's Circle 

Little Rock, AR 72005-5499 


Thank you for your cooperation. 



,; .. 

E X E CUT X V E OFF ICE o F THE PRE SID E 

12-Apr-1993 08:59am 

TO: 	 (See Below) 

FROM: 	 Jeffrey L. Eller 

Office of Media Affairs 


SUBJECT: 	 Talking Points 4/12 

Comments on the President's Schedule 
April 12, 1993 

* 	 The President and Mrs. Clinton host American families at the 
White House for the annual Easter Egg Roll. The 
Administration moves on several fronts to build more public 
support for the economic program. 

* 	 Immunizations. The President today signs a Proclamation in 
support of Pre-School Immunization Week, April 24-30. The 
stimulus and jobs package (which has passed the House and is 
before the Senate) provides $300 million to help us immunize 
one million children this summer. Vaccinations are the most 
cost-effective way to prevent avoidable childhood diseases. 
If the Senate wants to do its part to stop suffering, save 
money and help our children, it will pass the stimulus and 
jobs plan. 

* 	 Defense conversion. This week, in five cities across 
Ameri.ca, the Defense Department is hosting conferences on 
the 'I'echnology Reinvestment Project, a key part of the 
President's Defense Reinvestment and Conversion Initiative ­
- a $20 billion, five-year initiative to reinvest in 
workers, communities and companies harmed by cuts in 
military spending. The plan provides immediate help for 
hard-hit defense workers and communities as well as long­
term investment in our nation's industrial technology 
infrastructure. 

* 	 This project will help ease the pain of defense downsizing 
while capturing the great potential that defense workers and 
firms offer to meet pressing national economic needs. The 
reinvestment and conversion initiative will rededicate $375 
million this year alone to helping defense workers and 
military personnel hurt by defense cuts. They will receive 
job training, employment services, and transition assistance 
to help them put their skills to work in a new setting. 

http:Ameri.ca


* 	 How we're helping the economy. The Clinton Administration 
is offering a defense conversion initiative that deals 
directly with the needs of defense communities, workers and 
firms to help them move to the civilian sector of the 
economy, and the Administration's overall economic plan is 
designed to improve the climate for business and jobs across 
the board. 

(*) 

DISTRIBUTION: 

TO: Manager Infomgt 

TO: Mary H. Anton 

TO: Deborah J. Behr 

TO: Steven Akey 

TO: Barry J. Toiv 

TO: Stephen B. Silverman 

TO: Todd Stern 

TO: Carter Wilkie 

TO: Kimberly Tilley 

TO: Eric Berman 

TO: Anne Walker 

TO: David Kusnet 

TO: Meeghan E. Prunty 

TO: Jeffrey L. Eller 

TO: Lavora R. Barnes 

TO: Lisa Mortman 

TO: Joshua N. Silverman 

TO: Ernest D. Gibble 

TO: C. Patricia Cogdell 

TO: Richard Strauss 

TO: Jonathan P. Gill 

TO: Patricia A. Enright 

TO: Maria M. Tio 

TO: Jess Sarmiento 

TO: Kimberly S. Hopper 

TO: David B. Anderson 

TO: Karen L. Hancox 

TO: Susan Brophy 

TO: Howard Paster 

TO: Lorraine C. Miller 

TO: Stuart E. Trevelyan 

TO: Steve Ricchetti 

TO: Nestor M. Davidson 

TO: LeeAnn Inadomi 

TO: Melissa G. Banks 

TO: Kathleen L. O'Neill 

TO: Margaret C. Sherry 

TO: Lisa M. caputo 

TO: Margaret A. Williams 

TO: Evelyn Lieberman 

TO: Karen Finney 
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II X II C 	 II '1' I V II OFF I C II o F '1' H E P R II SID E II 

09-Apr-1993 04:18pm 

TO: 	 S. Collier Andress , 

FRO)!: 	 Eric Berman 

Office of Communications 


SUBJECT: 	 Talking Points on stimulus Pon't Distribute Quite 

TALKIIiG POINTS 011 STIIIULIIS PLAN 

• 	 The President's strategy for qrowtb. Congress has adopted 
President Clinton's plan for increasing investment I creating 
jobs, and reducing the deficit. While this plan will ensure 
that the United States enjoys economic growth and its workers 
experience rising incomes in the long-term, we need to increase 
economic growth and the creation of jobs in the short-term. 
This anemic recovery is not producing jobs, and we need to take 
action now to put people back to work. The president's plan 
will produce Over 500,000 full and part-year jobs through 
investments in highways, summer youth employment, community 
development, wastewater clean-up, summer Head start, the wrc 
program, youth employment, veterans facility upgrading and 
energy conservation. 

* 	 The economic case tor chanqe. Last Friday's unemployment 
repo.r:·t provides just the latest evidence for our economic case 
for change. The Oepartment of Labor released its latest job 
figures for March which showed that unemployment stayed above 
7% for the 16th month in a row and the total number of jobs 
dropped by 22,000. At the same time, there are still 16 
million Americans who want full-time work and can't find it. 
We are still stuck in a jobless recovery. 

Private sector employment remains mOre than 1.1 million 
jobs below where they were at the start of the 
recession in July 1990. 

We are more than 3.4 million jObs behind a typical 
recovery. 	 We are now in the 23rd month of the 
recovery~ 	 In a typical post-war recovery, employment 
would have 	increased by 4.3 million by now. 

Average American workers have seen their real wages go 
down in the last four years. 

* 	 But 43 Republican Senators 'just say no.' The Republicans in 
the Senate are unable or unwilling to put partisan politics 
aside to support an initiative to create jobs and put the 
American people back to work. These Senators are holding up a 



* 


bill that will create 500,000 new jobs and will put us on the 
road to real job growth. The real question comes down to this: 
are you satisfied with a jobless recovery, or do you believe we 
need to take action to put the American people back to work. 
The people made their choice in November. The President made 
his choice when he put out a bold, economic growth package on 
February 17. It is now time for the Republican Senators to do 
the same. 

President Clinton is Piqhtinq tor a New Economy. The Clinton 
budget passed by Congress fundamental reorders the nation's 
economic priorities by increasing investment, reducing the 
deficit, and moving the economy into the future. His jobs plan 
is an essential element of that plan -- to create jobs, boost 
consumer confidence, and get the economy moving again. He will 
not rest until the American economy starts working again for 
the American people. He will urge the Republican Senators to 
do the same. 



TALKING POINTS ON THE REPUBLICAN ATTACK 

The charge of pork-barrel is sheer political demaqoguery. 
Opponents of the bill falsely claim that the legislation will fund 
exotic or wasteful spending projects~ They are continually stressinq 
projects that are nowhere in the President's budget as a cover for 
inaction and gridlock~ Their claims are false, and they are blocking 
jobs. 

Republicans have tried to block this jobs package by distorting 
how much it costs to create each jOb by counting the unemployment 
compensation, ignoring the private sector job creation, and by counting 
2 years of funding for each job. The fact is that the President's 
immediate jobs package is a $30 billion mix of investments and tax 
incentives designed to put people to work today by investing in the 
businesses, training and economic development we need for economic 
growth. 

ON TH& HIGHWAY BILL: 

Many Republicans mock tbe $3 billion in the stimulus plan for 
fully funding the highway bill and the other infrastructure investments 
in our jobs package. once, however, they supported public investments: 

Bob Dole supported the highway bill as Ucreating 4 million 
jobs". [News Conference Federal News Service 11/27/91] 

Phil Gramm said: "How can having a highway bill be 
controversial? --a bill that would create tens of thousands of 
jobs." (Federal News Service 11/27/91) 

Bob Michel said "thank heavens" for such a Ujob creator" bill. 
[11/27/91J 

Newt Gingrich said that lithe highway bill is undersold if you 
look at the job creation of the construction jobs ... it is a 
"net job creator" and that we had to recognize the second and 
third-order job creation opportunities. u {Federal News service 
12/ 19 / 91 ) 

ON HEAD START, WIC, JOB CORPS: 

Last year, Dole co-sponsored a $2 billion measure to boost 
fund::, for Head start 1 Jobs Corps J and WIC ~ ItThese programs... 
are among the best weapons we have in our fight against 
poverty," he declared. {San Francisco Chronicle, 8/31/92] 

John Chaffee said l "I believe we must go a little further in 
fiscal year 1993 if we intend to provide full funding for WIC 
and Head Start .•• We know beyond a shadow of a doubt that these 
programs are successful." [Congressional Record, 5/19/92] 

COHHUNITY DEVELOPMENT BLOCK GRANTS: 

Phil Gramm proposed an amendment to increase CDBC funds for 
Texas and other states by chanqinq the formula for distributing 
funds from a need-based one to a population-based one. "I'm 



trying to right a terrible wrong in the allocation of money.~.~ 
Texas gets cheated by the current formula," he said. [AP, 
6/27/90] 
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TO: 	 (See Below) 

FROM: 	 Jeffrey L. Eller 

Office of Media Affairs 


SUBJECT: 	 Talking Points 4/13 

comments on the ~resi4ent/s Sohedule 
April 13, 1993 

* 	 The president honors Thomas Jefferson on his 250th birthday 
at a wreath laying ceremony at the Jefferson Memorial today~ 
Latc'C', he travels to the US chamber of Commerce to 
participate in a satellite town meeting to discuss the model 
summer school/work programs contained in the jobs bill 
pending before the Senate. 

* 	 Thomas Jefferson believed in government reformed by reason 
and by the will of the people. We are striving for that 
now. With the support of Americans from all walks of life, 
we are working to reverse a course of spending without 
dividends~ Through the courage of the people l the Federal 
deficit is being reduced and their government is investing 
in the strength of the economy and the skills of our people • 

•IOver the shrill sounds of the status quo I still hear 

the steady voices of Americans who want their nation to 

be strong and ready for tomorroW and who have entrusted 

this Government to get it done. I believe that we can 

prevail." President Clinton. Remarks prepared for 

delivery, April 13, 1993. 


* 	 stumping for the Stimulus in the Senate. Today's activities 
continue the President's work on behalf of breaking his jobs 
bill free from the jaws of the Republican filibuster in the 
Senate~ Noting that the legislation had won support of 
majorities in the House and the Senate, President Clinton 
reminded Americans in remarks yesterday that the rules of 
Senate permit just 41 opponents to trap legislation that can 
produce 500,000 jobs if enacted into law. 

* 	 While the Senators obstruct Jobs, Japan Acts to Invest. As 
Senate opponents of the President's jobs paCkage maintain 



their filibuster, Japan is ready to move forward on a 
stimulus plan exceeding $100 billion. The Japanese jobs 
bill invests in public works and disaster relief; it 
provides aid to local governments and housing loans; and 
offers loans and tax breaks to private sector firms -- all 
to create jobs. [So tar, there are nQ news reports out ot 
Japan indicating opposition by minority political parties in 
the Diet to creating jobs tor the Japanese people.] 
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CENTER ON BUDGET 
AND POUCY PRIORITIES 

• 

THE BOREN BUDGET PUr-; 

by Ro bert Greenstein 

The budget pian unveUed it'l lete May by SenatoI' David Boren and three other 
..nators (So""lor. John Danforth, J. Bennett Johnston, and William Colwl) would 
eM' the tax lm:reases on the wealthy contained iI, the Clinton budget. It also 
contains a capital gains tax cut that would provide a windfall for many wealthy 
im'e5tors and open up lucrative tax shelters for some of them, At the :same time, the 
plan would advQr&ely ~ffect milliOfl3 of the nation's poor and hit harder at much of 
the middle <\"" - especially mJddle-class elderly and disabled people - than the 
Clinton plan. J'inally, the proposal would intensify the fisc.aI difficulties of obi.,,;, 
shift more health care costs to already overb'.1.rdtmed ~ployel'~ lind !!tate 
governments, and rlsk making natJoMl health Cru'e referm legiSlation l",arder to pass, 

Effect. on W ••lthy Rous.bol". 

• 	 Cuder the Eoren plan, thQ tax incteMes that the Clinton AdminiStration 

has propoll"d to levy on tho wealthiest Americans would be scaled back 

.ignlflcantly. The Borell plan eliminates the Clinton proposal to extend 

the Medicare payroll tax to earnings above $135,000 • year. (Under 

current Jaw .. the Mi!dkare pt\yroU tax of 1045 percent applies only to the 

firs.t $135,000 in earned. income; any earnings above that level are 

e"!'tnpt from the tax.) The Soren plan continues to exempt earnings 

above the $135,()()O from the Medicate payroll tax. As compa,ed to the 

CHnton plan. it would save $29 billion over .fiVQ y~are fOf indiViduals 

with incomes. above tru& level. 
 : 

• 	 The Boren plan also delays for .ix months - from January L 1993 to \ . 
luly 1, 1993 - the effective dates fo, the in.dividual and corporot. tax • 

rate increases in the Ointon plain, These tax rate in!;:rease:s affect the one 
to "t"<#o pereent or U,S. households with the highest im:omes and the one­
tenth 01 one percent of U.S. corporations with the largest profits. The 
six-month delay would be worth $9 billion to th_ high-income ,' 

individuals and large, profitablQ >:orpotatio~. 

• 	 Manv of the r'ltl.tion'~ wealthIltst investors would receive a windfaD 

becaUse of the sizable capi.tal gains reduction in the Boren plan. The 

plan would allow investors to pay capital gains tax only on the portion 


,,. 
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01 !heir profit that exceeds the infl •• iol\ r."" While the capital gains 
cut is estimated to lose $12 billion in revenue o\ret the next five yeats, it 
is desigrtQd in ,uch a .m:sl:-Jon that the teV~ue lOsses it generates are 
mode.';t over the coming five-year period and then grow largO!'r after 
that' Past analyses indicate that ti,. majority of the tax benefits from 
the capital gains reduction would g\:l tD the wealthiest two peJ'cent of 
Americans. 

The proposed capitaJ gains cut would likely fuel 3 tesurgence of tax 
sheltering, Wealthy investot~ could bQrrow large sums and invest them; 
they then could deduct their interest payments in full while paying 
tax,,$. on the- pro£i~ they secured with these borrowed funds only to th~ 
extent theit rate of return exceeded the inflation rate. Allowing an 
unindexed deduction for borrowins whl1", taxing only proHts that 
exceed the inflation t'atQ creates a large new loophole. Imagine, for 
<Yample, that a wealthy investor borrow, $JOO,000 on which h. pays 
$7.000 in interest during a year, uses this money to pur<:hase an asset 
that he holds for one year, and then ",lls the asset fot $107,000, Under 
current law.t the investor would get a $7,000 interest deduction wl'ite 
having his $7J OOO profit <:onaideted as taxable h'l.come, The result wouLd 
be no ch£'!nge tn hi5 tax liability, Undet the Boren plan, the investor 
would still get the $7,000 interest deduction. but if the infL.1tion r.te 
were foU! percent, he would pay \aXes on only $3,000 in capital gains 
profits, The other $4,000 would. be exempt from I>lxatlon due to capital 
gai'" indexing, The investor WOuld heve $4,000 in deductions left over 
to shelter other income and avoid pa}'ing tax on it 

The proposal to inde~ capital gains income raises another question as 
w~ll. Why t\..\wuld wealthy inve5-tors be excused from paying tax on 
pan of the investment gains they receive from large stock transactions 
and the disposjtion of similar assets while miod1e-.incom~ people ~re 
required to pay tax on all of the gains they !ecelv~ from money plated 
In &avlitgs aCCOUl'rt",? 

1 Under the I1orQf'l pLm, high-im::I)1ll1't taxpayers w1th <:npltaJ galns income would hav~ an option. 
They could <:ontinUG it)j"Y tax 0.'1 all t:bpitrtl gaim l",OI~ a! !he current top <apital gaim tax rate of 
28 percl.!nl or !hey couJ pay tax only on the portil"»l of their caplral galm ioC'Ome that exceeded their 
origi~ ullle,!:l!"Ient amount. plus M inRation QdtuMll'uml, find pay a~ the regular tax rate Qtherwise 
ilppllcahle tQ them, 

i: Th~ capitilf gain~ propo1iil 'Pollld "PI'I), pro)ped:.ivdy - that is, it would apply to profits 
ubtained fr()m the "Ie of a"sats ;nat were purthased aJ~' JWlutlty 1, 1993. It would: not apply to thl! 
.;a!e. (11 a.!~ pun:hased~, As i\ result. it would ta1;\) 'Om(! ywrs until the t"lI!'vexH,te IQ$~5 
engt!uder~ by the ptIJpc>Sal rea~ their fulllelJej, 
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Robert Mcintyre on Prop08ale to 
Ind." Capita' Gain .. 

In an aruUysli i......d In 1990, Rob<rt S. McIntyre, direclnr 01 Citiza1, for Tax 
Justice, l\1A.3tnined ptC1po!tlb to index capftal gaIns. Mcintyre observed: 

"Indexing capUal gains, so that inflationary gains aTe not taxed, might look fair 
at first glance. But the trouble with indexing is that it's not fair to index ju,t pp1't of 
the tax code. \A¥l'ly, for example, is it fair to indelt capital tptn,. lind not interest on 
:5avlrtgs accounts - the little guy'~ for~ of inve"tmertt1 Purtl1etmore, savings account 
hoJders 1l'.U$ci pay ta}.;es on their profi>;.:; every yea!', whether they withdraw them or 
not. whel\s;t$ an in\'~ment wnO:!e profit Is deemed to be a "tapim! gain" can accrue 
bn.:-free until it ie cMhed in. T1:ntS, investorS could use indexing to lQwer their ta)(e; 
on their reported gains, while leavitlg the bulk of their gains tuueallzed and untak::ed. 
The net effect w{)uld be even lower taxes on total real gains - hardly a more 
eq1.dtabi< result 

"Mos! hnportan.t. you catU'lot reuonably inde)o; profits from asset sales unless 
you also index borrowing (QSis. If people CM buy an asset with borrowed mon!?]' I 

fully deduct the inteI'~t [ri!ltru:t than ju~t the ponfon of interest payments that eX(~ 
the inflation r<ltej, bvt pay taxes or. the profit only to the extent it exceeds i.nflanon, 
they will be able to have their Inflationary cake and eat it too. The mismatch between 
unindexed !nterest dedudions and tndexed gains will creati! grote'que QPPQrtunith:5 
(or t3>; shelters, . 

"Jrt Canada, taxpayers can set up e;pe<:ial, tttx~indexerl brokerage accounts for 
their stocks and bonds. incre~&e8 in value ill c.\.cess of inflation att taxed annually ­
whether or not thA as...eht are !lo!d. Moreover, Canada has much more stringent limits 
on interest deuuctionl';!{ and does not forgive capital gains taxes on inherited property, 
as does the Ll.S. Although the CanadIan indexing system has many technical 
problems; at least Irs a serious effort to address the inflation i,sue - not ~imply n 
one-sided giveaway to large ovrners of capital. 

"At bottom" unless so~one devises 1\ teci<.n.icnUy and politically acceptable way 
both to :ax ufil'eallzed gains and to index: interest deductioM, indexing capitaJ gains 
would be hnd tax policy, bad budget poHcy and bad economics." 

Robert S. Mcintyre, "Indexing Capital Gaw," 
Citizens for Tax Justice. September 1990. 

• 	 Witho'Ut the capital gains cut. the Soren plan removes $38 billion in tax 
increases that have been proposed by the Qinton Adtninfgtratiofl and 
that would affect only the tlchest two percQllt of taxpayers tlnd the one-­
tenth of on€: percent :If corporations with the largest profits, An 
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additional $12 billion in tAx breaka. over the next five years would 
accrue prlmar!ly to upper-income taxpayers as a result of the capital 
gains cut, for a total of $50 billion. The plan does irtcrease )"jodiear. 
premiums on upper~incomlJ beneficiaries and claims thiE. would raise 
$10 billion ovt:r five years, an estimate that may be teo high, as is 
explaJ"ed below. But that makes the net ,<!Swt, as compared to the 
Clinton plan, • shift of $40 billion in deficit ,eduction burdens from 
upp~r~income groups and large corpot'ations to other Americans., In 
addition, fOf 130m;;)' wealthy investors with very lotge prDfit3 from apital 
gnim: the plan might actually produce a net tax cut at a time when 
other Americans wer" being asked to sacrifice significantly. 

I:mpacbi DO. The Poor 

While eaSing the tax inmase. on the wealthy, the proposal would be likely to 
have a harsh impact on the poor. It would be virtually certain to increase poverty. 
1n unveiling the plllfi on May 20. Senator s..>ren stated that "tlwN are no chang•• in 
existing programs designed to protect the poor." The Senator was tnisinfonned, HifJ 
~tatement is wttme, 

• 	 Thft plan ellminatf?s all improvements in food stamp bQlWfits for poor 
dtildrQn ~hat the CHnron Administration hao proposed. It (llBO cut~ the 
Prel!idenf~ propooed increase in the earned income tax credit for low­
income wo'king lamllie. more than in half. The Ointon goaL that a 
family of four with. full-time )'ear-round mi.'1imum wage worker 
should be raised to the poverty line would have to be lettisonod. 
Compared to the Clinton pl~ low-iltcome parents who work would do 
less well, whJle wealthy investors who manage .tock and bond 
portfolios would do better. 

• 	 The proposal cuts the< purchasing power of SocitU Security benefits fo1' 
million. 01 elderly and disabled people, Including many elderly couples 
with iru;omes below the poverty line. It requires th., for each of the 
next five years, only the first $600 a month in Social Security, civil 
SGrvi;:;/# retirement lU'Id :military retirement bQnefit6 be fully adjusted fot 
change! in the cO$t"Of..living, B~nefits above the $600-a*month ~evel 
woul;! be indexed at a rate two percentage points below the inflation 
rate. 

A$ i\ result! an elderly couple who~ incom~ is derived entirely from 
modest Sodal Security payments would have its COSN)Hlvlng 
adju.<;tment reduced once its benefits (and its income) surpassed $7,200 a 
year. The poverty line for an elderly couple is close to $9,000. Th"", 
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some poor elderly oouples would he driven deeper into poverty, while 
0\0")' o~n; just sUghtly above the poverty line would b. pushed into 
poverty, 

• 	 The proposal also would wt tne federal share of AFDC and Medicaid 
berutfits in 13 states - Alaska, COllifoxnia, COMe(:ticut, Dela\\'are, the 
Disttict of Colu«.bii'lr Hawaii, Illinois, Maryland, lvlaSSllmusetb, !'Jew 
Hampshire, New Jersey, New York, and Virginia. These States w"ulc! 
lose $36 billion in federal funding over the next five year • .' Thi. would 
virtuAllr neees.itate that these states cut deeply into basic cash and 
l1wdical .:1&&istancQ for poor families: with childrer. and the elderly end 
""obied poor to oCC""t the large losses In federal funds. 

• 	 The Boren plan then cuts another $21 billion in federal funding for 
Medicaid. The plan envisjons nxiucing payments to E:tates for primary 
nod acute -;are pro\'ided through Medicaid, The reduction would start 
at four percent on a per capita bas,s in fiscal year 1995 and rise to a 
reduction 0111.5 percent on a per capita basis by fiscal year 1998, Most 
states would bf) forced to Glitninah .. MOOicaid eligihility for various 
categories of poor familie5 with children end poor eldtrIy tutd diSlt1bi€cl 
people, end coverage for various medical serViCes,. or cut tees paid to 
modical providers. In many areas, Medicaid fees are 50 low already 
that ther~ is a shortage QI physicians who will accept Medicaid patients, 
indurling Madk3id pati(!nts who ate pregnant or young children. !'hi!; 

is a particular problem in many rur~ are5, 

In addition, the Bore" proposal would establish entiHemeni caps and set them 
wan below thE' lav@ls that entitlPnu?nts would othQrwlu be QxpedQd to COSt. Tlw 
Boren entitlement ~p propo!ml ia similar to ~ Bush Admln.i!trAtion propo~l de~igned 
by Rlchard Darman; it Is far harsner than the entitlement control mechanism included 
in the House reconciliation bilL It sets its caps at the current cost of entitlemel1ts, 
with adjustments in coming years for inflation. and changes in program case10ads And 
~ smO'lll additiclnal adjustment that ende; after fiscal year 1997. Under the proposed 
CI1PS, incr~ase5 in health care entitlement costs that exceed the general inflation rate ­
as diStinguished from the health car. inflation rate - would not be covered, and 
each individual program that grows faster than the allowed rate would have to be 
cut whenever the o\'~rall g.ntitiement cap i5 breached. The Boren entitlement cap 
propo:;al th1..t3 would require that deep cut::> in Medicate and Medicaid be made over 
rune, These cuts wOHid have to b~ more severe than the specific Medicare and 

) The documtmb: occompan}-ing th.. Boren r,latl stilts th.at a ~l bifllon lru., ;, lnv()Lv~d,. h~t CBO 
cost esti.rnates 5hflW the correct e$timate i~ $36 bIllion. St:~ Cor.gr~liional Budget O!flce. Reducing the 
Dt'fi(if; $tJiJJtdins: :md MJtHlIC Op!WJ1$, February 1993, p, 274. 
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Medicaid entitlement cuts outlined In the 50ren plan By fiscal year 1998 (and 
possibly by fiscal year 1997 as well), the culS outlined in the plan would b. 
lnsuffichmt to bring entitlement spending withit\ thlt plan's own ~t\titlE!ment cap_ 
(This issue is explained in morq detail belOW.) 

Effects on the Middle Class and the Near-Poor 

The Boren plan is presented as benefitting the mlddle class through 
elimination of the energy <ax, Yet many middle-class people would be hi: much 
harder under the Boren 1'4'", than under the Clinton budget, They would sufler the 
brunt of the large ben(;fit cuts leaturGd in the plan. 

• MUllons of elderly and dIsabled SOdal Security beneficiaries and civil 
sl~rvice and military retirees would have their retiIement benefits 
reduced in purchasing power e<lch year for. the .nijX~ flv~ yoars. due to 
tlw rociu(:tion in the? cost-of..Hvlng adjustments for the~e ptOgr4tm. 
Beneficiaries would lose $23 billIon over the next five years. They also 
would lose billions more in vears after that because their benefits would 
permanently be at a lower base, 

• Elderly tmd di5elbled Medic3t'e beneficiaries with incomes above the 
poverty line who use heme health services or skilled nursing facilities 
would be hit a second time as welL They would be responsible lor 
making Medicare crrpayments equal to 10 percent of their home health 
eMQ costs and 20 perceJ'\t of skilled nursing facility chnrges.. Co­
paym.".. of this magnltude can entail hl!avy finandal burdens, Those 
affected would lose anothl!r $11 billion over the next live years, Some 
of the elderly and disabled people who would be affected h~vQ incomes 
as tow as $7,500 a year, (See thQ box on the next page.) 

• Middle-income families tbat reI)' on a variety of other b~fits from 
student loans to veterans benefits to fann price supports also could be 
affected by b~nefit cuts; cllductions. in theee- programs. could be triggered 
by the Boren entitlement cap. For t!xlunple, if farm pIke supports 
spurted In one year due to unexpected weather conditions and hatvests, 
the farm programs would have to b. cut even jf the spurt were 
temporal]' and had no long-term delicit implications, 

• II'; return, middle-income familie~ would escape a modeM energy tax: 
that would. cost families in the very middle of the: income spectrum an 
average of less than $15 a month under the Clinton budget and lamilies 
in the S20.OOO to $30,000 range an average of just ONO to three doUars a 
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month. Mony mid<lle-incOI". fall\ilies - and the vast bulk of """,r-poor 
and Il\iddle·lncome elderly and disabled p<!opt. - would 10.. more 
uader the Boren plan than und., tho Clinton budget. Their additional 
1csses would partly be USQd '0 finAnce the eLImInation of some of the ta, 
!ncr_ on the wealthy included in the Clinton pl.n, 

• 	 Middle-income people would be affected in another wny a, well, It is 
likely that in many states, their state taxes would be raised, The Bo(€n 
plarlS hanuner& state! E!'/l-pedally hard, cutting deeply ir.to federaJ 
Medicaid funding for "disproportionate share" hospitals} redudns 
federal contributions for primary and acute CaN provided through 
Mt1dic.id, slicing federal funding lor AFDC and Medic,jd costS in 13 
states, and - in all likelihood - .hifting still more health care costs to 
,hites in subsequent years due t() the ultimate effects on Medicaid of the 
steadily tightening entitlement cap. 

Most states would have to raise taxe~, cu.t benefits and services, or take 
both types of Actions to mi1ke up the losses. The cost--sh.ifting to states 
would be so large that tax increases probably would be inescapable in 
most areas. Since neatly every state has a r9gtes&iVG tllX flystern, the 
resulting tax increases would IikQly affect tTriddle .. and low-income 
househOlds dispropottiottntely. 

btHated Saving. Estimat•• 

Th. Boren plan claims to achieve $170 billion in non'Soctal Security entitlement 
savings over five years. It also claims its savings would meet its entitlement cap. 
TM5e claims ore open to question, 

For example, the Boren plan claims $10 hillion in entitlement savings over five 
yea!.'s from increaling Medicare premilJl):Ull and deducriblES charged to beneficiaries 
with irlt:omes over $75,000. Yet SOCIal Security offices, which administer Medicate, 
lac;k information em beneficiaries' incomes, They do not know who has income 
exceedIng $75/000 a year. As a result. it is unclear how these higher pren\iums and 
deductib!es would be collect.d. Ii So,,;.,] Security offices nad to determine the inceme 
of each bemtficl31'j', the admlt1i~tn\tive costs would be huge. As a result the 
$10 billion .aving> figure appears to be inflated . 

.. 
A The Ol,1fidt r~uction option:, bani< !5$Ued by tht- C'Jngre~ional Budget Oft"\4:tt in F:wruttry 19!f3 

inclv:d,,' "* tough option to redure by $4,'9 biliion the fed~ral pOltlon of Mcdicllid paymclPti for 
dlspmportionllki Itnll.re ho,pimb. 'Tfl€ B('l'€ll plan a;~1.Une5 savin!!:" in this atea that are atmut twice 
that IMge. 
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Inequitable Impact .. on the Elderlv and Disabled 

TIle BOJ;i!n plan claime to protect th.1! elderly !Lid dtsabled poor from Its SOcial 
Security and Medlwe cut>. Yet It not only fall, short of dolng so, but also creates 
~ub!!mnt:ial inequities in its treatment of the elderly and disabled population. It t-jts 
rome POOI' and near-poor elderly and disabJed harder than some elderly and disabled 
people '01.'110 ore at much higher income levels. 

7he plan provides a full SOL'i:..l Security (ost-of.Hving adj\l,tment onJy for the 
first $600 a month in Social ~urity b..,neB:t8. Sizable nurnbeno> of middle-LTtcome and 
amuent retirees who spent muro of their CilR'er3 in jobs that were outside the Social 
Security syatem - and only a modest number of )Ie-at'S In Jobs covered by the system 
- re,eive Sorial Security paylt)€Ots of ltSS fpan $6C(). The-y typically T€Ceive other 
pension payments as W,:::U. Meatlwhiie, Some poot elderly couple5 with lncomes as 
low as $7,500 a year - and millions of neat'<pocr elderly and disabled individuals and 
couples Whosl~ iru:omes are only modestly higher -" rec(>~\!~ Sodal Security par-ments 
of more than $600 a month. Under the Boren plan, thi,l affluent retiree! with small 
Sodal Security payments would re('~ive a full coat-<Jt~living: adjv~trnent and suffer no 
income los •. But POD, nod neat poor beneficiaries who receIve p4'lymeats of mere than 
$600 a month would be denied 3 full cost~oi~living adjwtment and would have their 
"'Uu\dard-of..liYing reduced. 

The 50ren plan. also lmp1Y.les substantial co~paYll1etlts on elderly and disa-bled 
f\1edi.care beneficiaries who receive- home health care servi~es. or are being cared ior in 
a skilled nursing facility, The plan claims ':l-.at ~ow-iru:or:ne seniors WQuld not be 
forced to shoulder these additional costs "because the C'05ts would be covered bv the 
Qualined Medicare Beneficiary (QMS) program." That program l however, covers only 
e!d-erly and di'lttbled people with if'IcotneS below the poverty line. An eJderl}' widow 
living on $7/500 a year and an elderly cOLlpJe llt $9,000 a year could be hit with the full 
bttUit of these expenst:s. Moreover, dlie to it lack of understanding of the OMB 
program and other factors, large m;mbers of the elderly and dwabW poor a.t<2 not 
enrolled in it despite beitig eligible for i:. They, too .. wo\JJd halfe to pay tilese coeta 
unless they are poor enough and have low enough assets to be coveted tmdet 
Medicaid. 

Seniors with Medigt'lp Ln!umrll:;e policies could probably get these co~j"stl.tance 
co:;ts: pi(k.ed up under their poHcles - but the policies would become significantly 
more cC'Stly as a result. The premiums that millions of elderly people pay for 
Medlgap policies would rise. Furthermore, the near*poor elderly ar~ those least likely 
to have Medigap coveri\ge, because they often cannot afford these polkies. Havins 
l1~ithe[' QMS eliglbllit)t nor a Medlgap policy, thl;:y CQuld be wiped Oll; fl.n.aru::iill1y if 
they needed home health care Ot spent some time LI a ~kiUed nuttling facility. 

8 


! 



11:1:3 NO. 534 Ole 

To be sure, tiler. is a way to save close to $10 blIlion In this area - by u,lng 
the tax system to identify Medicare beneficiaries with incomes over $75,000 and 
collect the hlgher prell',iums from them, In otM! words, about $10 billion could be 
~vQd through a Medicare~r@la"Nd tax lncr\'ase, But if this is what thE! Boren plan 
envbions, then it5 daimed redu\:tions in taxes and increases in entitlement savings 
are inaccurate. If increased taxation that is linked to Sodal Security benefits is 
counted as a tax increase - as it is by Senator Boren and his colleagues - how can a 
Medkar(l-udat;cI tax. increase be considR'red a£ 11 sPQ!\ding cut SInd not a tax hike? 

Furthermore, if the $10 billion was saved wough the tax system, theS<! savings 
evidently would not count toward meeting the Boren tal"'.titiement .cap. The c-ap 
mea9U!'% outlays for entitlement programs; it doe not eppear to provide credit 
against the entitlement cap for tax increases that are entit1ement~related. 

There also is • second problem in this area, Even if all of the savings claimed 
by thG Sol-"n Flat'! are considered to be ~ntitlement cuts, tht) plan appears still to fall 
short of m~ting it~ own entitlement caps. The Boren plan says its entitlement caps 
reqUire savlngs of $17l) billion over five years, It claims that its specific entitlement 
reduction proposals generate $170 billion in savings, But the Boren entitlement cap 
""quires 00 e!\titlement savings in h'<:3.1 year 1994 and orly modest savings in fiscal 
year 1995, while requiring substantially larger savings in fiscal year 1996 and saving!' 
that Decome e>tremely large in fiscal year 1997 and eSpecially In fiscal year 1998. The 
savings that woclct be generated by the spedfic entitlement proposals in the Boren 
plan appear to fall short of saving enough to meet the Boren entillement cap in fiscal 
y.... l99S (and po ..ibly in fiscal year 1997 as well), E...ntially, the authors ollhe 
Boren plan have improperly counted entitlement savings that would not be needed to 
meet the caps in fiscal years 1994 and 1995 in an effort to claim that their plan 
contains enough cuts to meet the caps over the next five years, 

In other woxds, the sl":v-ings generated by tt,e specific proposals in the plan do 
not appear to accord with the year-by-year defi<i! reduction requirements that the 
Boren .ntitlement '.p entails, Hence, deeper cuts than those identified in the plan 
would ultimately be needed to me~t full! entitlgmont capi. 

leopanlizing Nation.l Health Care Reform 

Finally, I:he Boren plan would make it mOre difHcult to paoo CQmprehc.nsjve 
national health care legislation. The plan would use up some of the types of savingSc 
in the health care area that are: needed to help finance health care reform. The 
number of financing mecrunisms that would be left to pay for health care reform 
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might be lnadoquatQ unless tax lncr4a&Q$ that could prove too large to ~ politically 
f••51!>l. were included in the heollh ""fl/ pIAn. 

In additio," the Boren entitlement caps on health care entitlements would be 
set .t such low level. that it would be exceedingly difficult to fit national he.lth car. 
reform ll!~lation within them, es~cially if that legil\llation prQ\-1ded access to care 
for the millions of Americans who are now uninsured or underinsured. 

lun,1, l~l 
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APPENDIX 

THI! BOREN ENTITLEMENT CAP AND niE 

HOUSE ENTITLEMENT CONTROL MIlCHANISM 


TM &ntitiemQI\t cap included in the Boren plan differ!. in ~ign.i.fical\k ways from 
the entitlement control mecruu:u~m included in the House reconciliation bill. 

Under b~th approaches, an entitlement spending target would b. ",t far .ach 
fisca: year. But the targets would be Set in a different mann,e-r and at different levels. 

The House ,econcillatlon bill sets the targets at the level that entitlements are 
projected to cost in each of the next four yea,s if ~~e reconciliation bill is enacted. To 
partially reflect the effect of unantidpatt'd downturns in the e<onomy I the House bill 
adjusts the capt:; on an annual basis if ..::a:geloads in entitlement ptograJl15. prove to be 
highe, than the caseload levels that were assumed when the caps were initially set. 

Under the Boren plan, the caps would equal th~ currQnt cos.t of entitlemant6, 
with an annual adjustnulOt for inflation and changes in program <.aseloed~, plus lin 
adjustment of three percent in fl.SC81 year 1995, two percent in fiscal year 1996, and 
one percent in fiscal ye., 1997. No other adjustments would be made. 

The Boren plan fails to take into account a numPQC of other important fac'Of5 
that affQ(t entitlement OO!j,ts, It does not f",k~ into account the fact that medical care 
cOSm in the public and private sectors are riSing much faster than the overall inflation 
rate for various reasons, including advances in medical tecl\nology that produce new 
treatments that save or prolong life or improve tw"lth status but .,t a high <ost. 
Similarly, the B.::Jrli?n cap doe.; !"ct reflect the fact thflt wages And 30me other income 
SOurce3 for poor familiea have been eroding over time, resulting in increases W. the 
.'{e,ase benefits lor wlllch these families qualify in means-tested programs. (The 
poore, a family is, the higher its benefits usually are in means-tested program •. ) 
Because the e!\:titlement caps in the Bor~m plan are set in a manner that ignores such 
factors, thQ$C Lapa would fnll farther below the projected cost of entitlement programs 
with f"ch passing year, 

In addition. tl:e Boren approach r<!Uli!ctively s~ts :. rigid entitll,}ment cap for each 
individual entith~ment pl'ogrmr. and require3 each program to be reduced enough to 
fit within its cap if the overall entitlement cap is exceeded, Since both th~ overall cap 
and all oC the individual program caps would rise much mOf€ .lowly than Medicare 
and Medicaid costs, the Boren approach guarant~es that doop cuts in M9di.:'ate and 
Medicaid must be made. By contrast, the Hous~ plan allows more flexibility; if the 
entitlement target ha" been Qr "'''ill be exceeded, any entitlement program can be 
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l'Qduced, t'evertue$ can be raised, or discretionary program s~nding c~n be shaved, 
Also, under the House plan, the President and Coogr••& con vote to ral.. tM 
entitlement target instead Ot cutting programs or rai:sing taxeSi such a responst: can 
be particularly appropriate if the economy is in. weak state and spending cuts or to. 
inc:r~ases might tip it into recession. 

Another difference is that the House entitlemen.t control mechanism covers all 
entitlements, induding Social Security, The Boren entitlement cap excludes SociaJ 
Security,s 

Because of its rigidHy and its £ai:Ut~ to aUow Co(\gte~ and the President to 
U6e either a revenue increase Of' an. el"!tith~ll'\ent t:ut if the cap 1s exceeded! the Boren 
entitli;m1ent cap propostll would be likely to tilt heavily in favor of the wealthy and 
again5t the middle class and the poor. The middle class and the poor tiil'ceive the 
bUlk of their goverr..ment subsidies through entithaontentt.. The aft1ue~t re;;eive far 
more of t.lteir subsidies through tax expenditure", or ~tax entitlements" as soene c-all 
them. The Boren plan would cap spending on entitlement programs without capping 
tax e)lPQnditur€.$, (The House entitlement control mechanism shares this 
shoctrom!ng.) The Boren entitlement cap plan also would not allow any SCAling back 
of tax expendi tures as an alteY'native to entiti&ment cutsr a dlMactertstl~ the House 
plan does not share. 

Purthermore, the Boren approach of imposing. cap on each individual 
entitlement program would require that orttitlQments be cut when they exceeded their 
individual caps due to 'emporary f.ctors th.t are not likely to be ,epeated and do not 
affect the long-term. deficit, For example, if adverse weather conditions or 
interndiot1Al Cl'Op developments caused farm price support cOSts to risQ in "­
particular year, the price suppctt programs would havQ to bQ cut t-ven if the cost 
increase was only t~mpotary, There would be £t similttr flffect if the cost of an 
entHle!1'lent progran\ Hk" food stamps rOIle on i1 one-tLone only basis due to the need 
to respond to a mAlor n~turl!l disaster. 

The Boren approach is, however~ morlO; soundly designed than the House 
approach in one 3igrunc.ant t~&PQ¢t. The Boren cap is ad1usted each year to reflect 
inflation, While the entitlement targets established under the House provision have 
an inflation 3djU!tment of 2,7 percent per year for each of the next four years built 
intO' them. 1'\0 further adjustment is permitted If inflation. proves to be higher than 

! The Boren cap also Is ~trieted to ~ruitlert\lU'lts undQr the juri:ldkt'iorl of the Senatt: finanCe 
CommIttee, out that appearl.l to have b~n dQne to tmahkll£w pl"OpoWlI k> br: (Omidered b)' the Finance 
ColttInHree duting it! rooJociJiat1.on rtWk~up, If this appmad\ WEdIl! to b... adopted by t.'u! Finance 
Committee, an attempt could be made tll1 H~ 5en.l1t'-11001 I(l elCtend tha CAP to <OVQl' ..I: entitlelllenb 
tii)jt;~pt Social ~urHy. 
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that. (The 2.7 pw~nt tate repre5et\l:! IMt wintet':5 cao forec!'i$t.) The House 
approach to inflation;" flawed. When 1nfiation rises, both entitlement costs and 
revenue collectiOns increase, and there is little effect on the deficit' The failure of 
the House VIall to adjust for higher-than-forecast inflation moans that if inflation rioes 
by :nOte t.han ;',7 percent per year, entitlement cuts mllY be required even if the 
d.fl<il h •• not substantially changed. Given the improbability that inllation will 
remain this low for fOur consecutive years, such an occurrence must be considered 
likely under tha House plan. 

• See Offkl! ri Mllmlgmlent ill'ld Btldgt'(, Budget Bast!ilf!?S" JtilJtOffcal Data anti Allern..tives Ivr the 
.cUtilt'f!. jlUtuoty 1993, lip, 15tH6L ttnd Congre~siQnill 8ud~t Office, jht economic and Bur/gft OIittooJ:: 
F{;cal Ytan: 19f14-19J8, January 1m, pp. 110-:12. 
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