
Clinton Presidential Records 

Digital Records Marker 

This is not a presidential record. This is used as an administrative 

marker by the William J. Clinton Presidential Library Staff. 

This marker identifies the place of a publication. 

Publications have not been scanned in their entirety for the purpose 

of digitization. To see the full publication please search online or 

visit the Clinton Presidential Library's Research Room. 



V

T?
Wfe

v

7 X
a&- .

^■Z

wz

%

:W ••
>•

T u* S.^-'

-,r

* 5

?•
yj'

%
■J

7:

\*,

XH

, v

;<•■ 1-

cX

>^y' Ws
v

* -
'■7

c. ■i- :>

<..<•:

* %>

€

>■■■

■
■W/J-X

7 . ;

7’
7“s\>

,**&3

/,
/' "

- *r

-Xv ;

,.T

... —
■" I-

*

/-’

s|F €

' -

' X? ‘

X-|h&

BUDGET OF THE UNITED STAGES GOVERNMENT
—

■tW
MO. I ■ 

' V 
Vs" ~ .WX1

• % 
H % X 

'• x '.$..

...^
I*

rx**

i '.

V •

’ / ♦

■fr

.V

/ 

% &

MlD-SI.SSK)N REVIEW

' • ■:■■ \

’: X
, J ‘W'** X

* Xs
- X

♦

.jT
.- - “T

Fiscal Year ipp8
■

' ><*<. £<



Proposal also Skewed More Toward the Affluent than the 1995 Plan

Board of Directors

Mushrooming Tax Cuts Place Deficit Reduction Goals at Risk

Marian Wright Edelman
Children's Defense Fund

James O. Gibson
DC Agenda

Robert Greensteln
Executive Director

The Center released its analysis at a press conference in Washington, 
where it was joined by Martha Phillips, executive director of the Concord 
Coalition, and Robert Reischauer, a budget expert at The Brookings 
Institution who formerly directed the Congressional Budget Office.

SENATE LEADERSHIP TAX CUTS SWELL AFTER 2002, 
COST MORE THAN TAX CUTS IN VETOED 1995 BUDGET BILL

Tel: 202-408-1080 
Fax: 202-408-1056

The Center reported that the cost of the tax cuts would reach $73 
billion a year by 2007, the tenth year the tax cuts were in effect, and 
continue rising after that. The cost of the Leadership tax proposals would 
exceed $750 billion in subsequent 10-year periods, the Center concluded.

The study also finds the Senate leadership's tax cuts are designed in 
such a fashion that the costs are kept artificially low during the five years 
ending in 2002, the year the budget is supposed to be balanced, but 
mushroom after that. Relying on official cost estimates of these bills from 
the Joint Congressional Committee on Taxation, Congress' official 
scorekeeper on tax matters, the Center found the cost of the tax cuts would 
rise from $201 billion over the first five years to $325 billion in the second 
five years, for a 10-year total of $526 billion. As a result, the tax cuts would 
cost 60 percent more in the five years after 2002 than in the five years 
ending in 2002.

The tax cuts the Senate Republican Leadership unveiled last month 
would cost more and direct a larger share of their benefits to high-income 
individuals than the "Contract with America" tax cuts in the Republican 
budget that President Clinton vetoed in late 1995, according to a study the 
Center on Budget and Policy Priorities issued today.
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"These tax cuts are being advanced at a time when there is growing 
bipartisan agreement on the desirability of reaching budget balance and 
keeping deficits under control as the retirement of the baby boom
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Leadership Tax Cuts Exceed Those Congress Approved in 1995 and 1996

— more —

The reason the new tax proposals would cost more than those Congress passed 
in 1995, the analysis found, is that the new legislation contains larger and costlier 
versions than the 1995 bill of three major tax breaks primarily benefitting upper-income 
taxpayers — a capital gains tax cut, expansion of tax preferences for Individual 
Retirement Accounts, and provisions cutting taxes on large estates passed on to heirs.

The Center's analysis found that keeping the budget in balance in 2007 if these 
tax cuts become law would entail reductions in federal programs 50 percent larger than 
the reductions that would be needed to balance the budget in that year if the tax cuts 
were not enacted. The budget cuts required to balance the budget in 2002 would need 
to be 39 percent deeper if the leadership tax proposals became law, the study said.

The analysis also found the Senate leadership tax cuts would cost more over the 
next 10 years than the tax cuts in the budget President Clinton vetoed. The new tax cuts 
also would cost nearly twice as much as the tax cuts assumed in the budget resolution 
the Republican Congressional majority approved in 1996. Last year's budget resolution 
assumed tax cuts of $122 billion over six years, the Center noted, while the new 
proposals total $201 billion over five years.

generation approaches," said Iris Lav, the report's author and the Center's associate 
director. "The larger and more backloaded the tax cuts enacted this year, the more 
difficult it will be to attain these goals in years after 2002 and the more adverse the 
nation's long-term fiscal outlook will be."

"These new tax cut proposals are of particular concern," Lav added, "because 
they are built around a series of devices that keep their costs artificially low between 
now and 2002. Their burgeoning costs after 2002 would mean either that deficits 
returned in those years, partially undoing prior deficit reduction achievements, or that 
basic programs serving millions of Americans would be subject to deeper cuts in those 
years than leaders of either party now acknowledge favoring."

"It is unlikely that budget cuts of the magnitude needed to maintain budget 
balance if these tax cuts are approved would be achievable and sustainable," said 
Robert Greenstein, the Center's executive director. "The result could be rising deficits 
in the very years we need to make the greatest progress on the deficit, the years before 
the baby boom generation begins to retire."

TaxCuts
February 26, 1997
Page 2
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Leadership Tax Cuts Eight Times Larger than Clinton Tax Cuts

— more —

The 10-year cost of these three tax cut provisions is $120 billion larger in the new plan 
than in the vetoed legislation.

Tax cut provisions that confer a majority of their benefits on middle-class 
households account for 61 percent of the revenue loss from the Leadership tax 
proposals during the first five years, the Center found, but only 33 percent of the tax cut 
benefits in the second five years and just 30 percent by the tenth year. When the tax 
cuts take full effect, they primarily benefit the well-to-do rather than middle-income 
households, the analysis noted.

The Center's findings on the extent to which the Leadership tax cuts would 
primarily benefit high-income households when the tax cuts are phased in fully is 
consistent with the findings of a recent study by Citizens for Tax Justice. Citizens for 
Tax Justice found that when S. 2, the principal Leadership tax bill, is phased in fully, the 
bottom 80 percent of households would receive only 25 percent of the tax cut benefits. 
The top five percent of households would gamer 51 percent of the benefits.

The analysis also found that the 30 percent of the tax cut benefits that would go 
for middle-income relief in the tenth year is far below the 46 percent of tax cut benefits 
that would have gone for such relief under the legislation Congress passed and 
President Clinton vetoed in 1995.

The increase in the size of these three tax cuts also results in the Leadership plan 
being more heavily titled toward high-income households than the 1995 legislation, 
which itself heavily favored such households, the Center found. The Center's analysis 
shows that because the capital gains, IRA, and estate tax cuts mushroom in cost after 
2002, the tax package becomes increasingly skewed toward high-income households 
with each passing year.

Tax Cuts
February 26, 1997
Page 3

The Center's analysis also found that reports that Senate Leadership's tax cuts 
have about twice the cost of the Clinton tax cut proposals understate the difference in 
cost between the two sets of tax proposals. The analysis notes that the net cost of the tax 
changes in the Administration's budget is only $21 billion through 2002, because the 
Clinton budget offsets most of the cost of its tax cut proposals through various revenue­
raising measures.



Tax Cuts Primarily Benefitting the Affluent Grow Rapidly

— more —

A large volume of studies has found that capital gains tax cuts are heavily 
skewed toward high-income investors. Households with incomes 
exceeding $100,000 a year receive approximately three-quarters of all 
capital gains income and would receive the lion's share of the benefits 
from these tax cuts. While a growing number of middle-income 
households hold some investments that yield capital gains, the average 
amount of their capital gains income tends to be small and is dwarfed by 
the levels of capital gains income that wealthy investors receive.

I

The capital gains provisions in the bill would cost $33 billion in the first 
five years, according to the Joint Tax Committee estimates, but $96 billion 
in the second five years. In subsequent 10-year periods, the cost of the 
capital gains tax cuts would exceed $200 billion.

The analysis assesses the extent to which the three tax cut provisions that 
primarily benefit upper-income households — the capital gains, IRA and estate tax cuts 
— would grow sharply in cost. It finds:

Studies of earlier proposals to grant IRA tax advantages to upper-middle 
and high-income individuals with employer-sponsored retirement plans 
found that 95 percent of the tax benefits from such proposals would go to 
the top fifth of taxpayers.

The Individual Retirement Account proposals in the Senate leadership 
package, which provide IRA tax breaks to upper-middle and high-income 
individuals already covered by tax-favored retirement plans through their 
employers, would cost $33 billion during the first five years but $80 billion 
in the second five. By 2007, the IRA proposals would cost $19 billion a 
year, with their cost still rising. Like the capital gains proposals, the IRA 
proposals would cost more than $200 billion in subsequent 10-year 
periods.

If one assumes the Senate Republican leadership would support the 
Administration's proposals to extend several expired taxes and nets the resulting 
savings against the cost of the Leadership tax plan, the Leadership's tax cuts still cost 
nearly eight times as much over the next five years as the Administration proposals, the 
analysis finds.

Tax Cuts
February 26, 1997
Page 4
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Commenting on the Leadership tax proposals, Greenstein observed that some 
Members of Congress who argue the federal government cannot afford to extend health 
insurance to uninsured children or to expend $2 billion to $3 billion a year to retain 
subsistence benefits for legal immigrants who are old and disabled are proposing to 
spend $73 billion a year by 2007 on tax cuts primarily benefitting the well-off. He 
added that some who have criticized the Clinton budget for backloading its spending 
cuts are proposing to backload tax cuts they favor.

While tax breaks primarily benefitting high-income households would 
mushroom in cost, the Center found, the principal tax proposal conferring the majority 
of its benefits on middle-income households — the $500 child credit — would decline in 
cost and value over time. This is primarily because the $500 credit level would not be 
indexed for inflation.

It is because the capital gains, IRA and estate tax cuts explode in cost after 2002 
while the cost of the child credit declines that the Leadership tax package is, over the 
long term, primarily a tax relief package for high-income households, the analysis said.

These tax proposals almost certainly would widen the already-large gaps 
between the wealthy and other Americans, Greenstein added, both because the well-to- 
do would secure the lion's share of the tax cut benefits and because the burgeoning tax 
cuts would result in substantially deeper cuts than otherwise would be needed in basic 
programs upon which both middle-class families and the poor rely.

A proposal to raise from $600,000 to $1 million the size of an estate that 
can be passed to heirs free of estate tax — coupled with a proposal to 
exempt from the estate tax an additional $1.5 million of family-owned 
business interests — would cost $18 billion in the first five years. But it 
would cost $48 billion in the second five years. In subsequent 10-year 
periods, the cost would likely exceed $120 billion. This provision benefits 
only the top one percent of estates, those valued at more than $600,000.

The Center on Budget and Policy Priorities is a nonpartisan research organization and 
policy institute that conducts research and analysis on a range of government policies and 
programs, and specializes in issues related to fiscal policy, social welfare and nutrition 
policy. It is supported primarily by foundation grants.

Tax Cuts
February 26, 1997
Page 5
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SENATE LEADERSHIP TAX PROPOSALS:
MUSHROOMING TAX CUTS FOR HIGH-INCOME TAXPAYERS WOULD 

JEOPARDIZE LONG-TERM BUDGET INTEGRITY

CEHTER OH BUDGET 
AND POLICY PRIORITIES
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But looking only at the five-year figures leaves misleading 
impressions. These tax proposals are heavily backloaded; they 
are designed in such a way that their full cost is masked during 
the first five years and grows rapidly after that. It also should be 
noted that the five-year cost figures for the new bills should not be 
compared to six-year or seven-year cost figures for tax bills 
Congress passed or considered in 1995 or 1996.

Audrey Rowe
Lockheed Martin IMS

2 Joint Committee on Taxation, January 21,1997. The five-year and ten-year costs cited here 
include small amounts shown for fiscal year 1997. If the legislation were to be enacted in late 
summer or early fall of 1997, the costs the Joint Tax Committee shows for fiscal year 1997 would 
likely become additional costs in fiscal year 1998.

1 Most of the Leadership's tax proposals are included in S.2, the "American Family Tax Relief 
Act." Tax breaks for higher education expenses are included in S.l.820 First Street, HE 

Suite 510
Washington, DC 20002

On January 22,1997, the Senate Republican leadership introduced S. 1 
and S. 2 — its tax cut proposals for the 105th Congress.1 These bills are 
striking in several respects. While they include most of the Contract with 
America tax cuts contained in the budget reconciliation bill that Congress 
passed in November 1995 (and President Clinton subsequently vetoed), they 
go beyond the 1995 bill in two key respects. First, over the long term, the new 
tax cut proposals are more expensive than those in the 1995 legislation. 
Second, the new tax cuts provide a larger share of their tax benefits to high- 
income individuals than did the 1995 legislation, which itself favored such 
individuals heavily.

The Congressional Joint Committee on Taxation, Congress' 
official scorekeeper on tax legislation, has issued estimates of the 
costs of the new bills. The estimates show the Republican 
leadership's two tax bills would cost $201 billion in the five-year 
period through fiscal year 2002.2 S.2, the principal tax bill, costs 
$193.4 billion during this period, while S.l — which includes tax 
breaks for higher education costs — costs $7.1 billion.
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The Leadership tax proposals have been portrayed in some news accounts 
as less costly and more moderate than prior Republican tax proposals. 
Such portrayals are not accurate. Over the next 10 years, the Leadership

Moreover, the cost reaches $73 billion a year in 2007, the tenth year. It 
grows still larger in years after that. In the second 10-year period the 
legislation would be in effect — the years from 2008 through 2017 — the 
legislation would cost approximately $760 billion.

When the cost of the tax cut reaches $73 billion in fiscal year 2007, the 
program cuts that would be needed to balance the budget would be 50 
percent deeper than would be the case without tax cuts. In 2002 when the 
tax cuts total $53 billion, the program cuts required to balance the budget 
would be 39 percent deeper than would otherwise be the case.

Center on Budget and Policy Priorities
Source: Joint Committee on Taxation. January 21, 1997

The 10-year cost estimates the Joint Tax Committee has issued provide a 
more accurate picture of the full costs of these proposals when they are 
fully in effect. The Joint Tax Committee estimates show the 10-year cost 
of S.l and S.2 is $526 billion. The cost during the second five years — $325 
billion — is 60 percent greater than the $201 billion cost during the first 
five years.

$300
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$100

Figure 1

Senate Republican Leadership Tax Cuts 
Grow in Cost Over Time * V)
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The contrast is even greater 
when the new Leadership 
tax proposals are compared 
to those assumed in the 
budget resolution the 
Republican Congressional

Child Tax Credit Declines as Proportion of
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.Proposed Tax Cuts Break the Quid Pro
Quo of the Tax Reform Act of 1986 ..

Impact of Leadership Tax Proposals on
Balancing the Budget .........................

proposals cost $24 billion more than the tax cuts in the vetoed 1995 
reconciliation bill. (While the leadership tax cuts cost $20 billion less over 
the first five years than the tax cuts in the vetoed bill, they cost $44 billion 
more over the subsequent five years than the vetoed tax cuts.3) Over the 
long term, the new proposals cost significantly more than those in the 
vetoed legislation.

23

3 In this comparison, the cost of the new Leadership tax cuts from 1997 through 2006 is compared to the 
cost of the conference agreement tax cuts for the years from 1996 through 2005. The cost of the 1995 
conference agreement is adjusted for inflation so it can be compared with the current proposal. (The costs 
of the Leadership plan for 2007 are not included in this comparison because comparable costs for the tax 
cuts in the 1995 conference agreement — i.e., costs for 2006 — are not available.) Cost estimates are from 
Joint Committee on Taxation, January 21,1997 and November 16,1995.

Comparing the Cost of New Proposals
To Cost of the Vetoed 1995 Bill........

The Leadership proposal costs more than the tax cuts in the 1995 
reconciliation bill primarily because the capital gains. Individual 
Retirement Accounts and
estate tax breaks in the new
plan are substantially larger
and more costly than those 
proposed in 1995. Over the 
next 10 years, these three
provisions — all of which 
primarily benefit upper
income households —
would cost $120 billion, or
85 percent, more than they 
would have cost under the 
first 10 years of the 1995 
legislation. (The total
package costs only $24
billion more than the 1995 
bill because it does not
include a number of smaller
tax reductions the 1995
legislation contained.)

6

7
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4 These five-year costs and offsets include small amounts for fiscal year 1997. If the fiscal year 1997 costs 
and effects are ignored, the Clinton package includes $98 billion in tax cuts and $76 billion in offsets for a 
net cost of $22 billion.

majority adopted in June 1996. The budget resolution passed last year 
included $122 billion in tax cuts over six years, compared to the $201 
billion the new Leadership proposals would cost over five years.

With their $201 billion cost over the initial five years, the Leadership tax 
proposals are sometimes described as being double the $100 billion cost of 
the Administration's tax cut proposals. In fact, the differences are much 
larger than that. The $100 billion figure reflects the gross cost of the 
Administration's tax cut proposals before the Administration's $79 billion in 
offsetting revenue-raising measures are taken into account; the net cost of 
the Clinton tax proposals is $21 billion over the next five years.4

The principal Leadership tax bill, S.2, is called the "American Family Tax 
Relief Act" and is presented as primarily benefitting middle-class families. 
When the tax cuts take full effect, however, the primary beneficiaries are 
high-income households, not those in the middle class.

Using a generous reading of what constitutes middle-income tax relief, 61 
percent of the tax cuts in the Senate Leadership package go to middle-class 
families during the first five years. But in the second five years, only 33 
percent of the tax cuts go to such families. By the tenth year, less than 30 
percent of the tax package is devoted to middle-income tax relief. This 
occurs because those tax cuts that are heavily backloaded in cost — and 
that eventually constitute the bulk of the tax package — are provisions 
primarily benefitting high-income households. The true dimensions of the 
tax benefits for the well-off are masked during the first five years; they 
become apparent only after that.

Furthermore, the difference in cost between the Republican leadership and 
Administration proposals grows substantially over time. If one assumes 
the Republican leadership would support all extensions of expired excise 
taxes the Administration has proposed — and if the savings from 
extending these expired taxes are netted against the cost of the Leadership 
plan — the net cost of the Republican leadership proposal in 2002 still is 
nine times larger than the net cost of the Clinton proposal. Measured in this 
fashion, the Republican plan would cost $45 billion in 2002, while the 
Clinton plan costs $5 billion.
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5 Microsimulation models utilize a large sample of taxpayers to study the revenue and distributional 
effects of potential tax changes. The ITEP model is similar to the models used for this purpose by the Joint 
Committee on Taxation and the Treasury Department.

These large tax cuts are being proposed at a time when there appears to be 
growing bipartisan agreement on the desirability of reaching budget balance in coming 
years. Moreover, some economists and budget experts are recommending the 
government rim modest budget surpluses in the years before the baby boom generation 

The new proposals would abrogate the quid pro quo that formed the 
framework of the landmark Tax Reform Act of 1986 — that in return for 
sharp reductions in the tax rates that high-income individuals faced, the tax 
preferences they enjoyed in the capital gains, IRA, and other areas would 
be narrowed. Under the Leadership tax package not only would income 
tax rates on the wealthiest Americans remain far below the levels in place 
before enactment of the 1986 Tax Reform Act, but capital gains, IRA, and 
estate tax breaks would be even more lucrative for such individuals than 
they were prior to 1986. The capital gains tax would shrink to its lowest 
level in 40 years.

A recent analysis by Citizens for Tax Justice, using the Microsimulation Tax 
Model of the Institute on Taxation and Economic Policy, found that only 
one-quarter of the tax cut benefits in S. 2 would accrue to the bottom 80 
percent of U.S. households when the tax cuts are in full effect. The analysis 
also found that more than half of the benefits would go to the top five 
percent of households.5

Finally, because most states incorporate the federal definition of "adjusted 
gross income" into their state income tax codes, enactment of the capital 
gains and IRA proposals at the federal level also would result in state tax 
cuts that cause states to lose billions of dollars in revenue. The federal 
estate tax reductions would result in state revenue losses as well. Here, 
also, the principal beneficiaries of the tax cuts would be individuals at high 
income levels.

The Senate leadership tax cuts are more heavily skewed to high-income 
people than those in the vetoed 1995 conference agreement. In the tenth 
year of the 1995 bill, tax relief provisions that primarily benefit middle­
class families or small businesses accounted for 46 percent of the tax cuts in 
that legislation. But under the current Senate leadership proposal, middle­
income tax relief makes up 30 percent of the tax cut benefits in the tenth 
year.
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The Senate Republican Leadership Tax Plan

6

a tax credit of up to $500 per child for middle-income and some upper­
income families;

an increase from $600,000 to $1 million — and in many cases well over $1 
million — in the amount of an estate that can be passed to heirs without 
any taxes being paid.

retires to boost national saving and strengthen economic growth, so we ultimately will 
be better able to afford the large retirement costs of that generation. The larger the long­
term cost of new tax cuts, however, the more difficult it will be to attain such goals and 
the more adverse the nation's long-term fiscal outlook is likely will be. Tax cuts of the 
magnitude the Senate Leadership has proposed eventually must result in either bigger 
deficits or cuts in basic programs serving millions of Americans that are much larger 
than either party currently admits favoring.

a sharp reduction in the taxes on capital gains income earned when assets 
such as stocks, bonds, or real estate are sold;

a repeal of the income limits on deductible contributions to Individual 
Retirement Accounts by taxpayers who are covered by an employer- 
sponsored retirement plan, along with the creation of a new, backloaded 
type of IRA that could be used by all taxpayers; and 

6 Estimates for S. 1 and S. 2 are from Joint Committee on Taxation, January 21,1997. The "five-year" 
estimates include the costs in fiscal years 1997 through 2002, while the "ten-year" estimates are for the

(continued...)

According to the Joint Committee on Taxation, the proposals in S. 2 cost $193.4 billion 
over the next five years and $507.8 billion over the next 10 years.

On January 22,1997 the Senate Republican leadership introduced two bills that 
comprise its tax cut proposals for the 105th Congress. The principal tax bill, S. 2, has 
four components. It includes:

The other bill in the leadership package, S. 1, contains proposals that provide tax 
breaks both for certain post-secondary education expenses and for savings to help pay 
for future higher education costs. S. 1 also would extend permanently a provision of 
current law allowing taxpayers to exclude the value of employer-provided educational 
assistance from their income. The Joint Committee on Taxation has estimated the cost of
S. 1 to be $7.1 billion over the next five years and $18.0 billion over the next 10 years.6
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Child Tax Credit Declines as Proportion of Tax Package Over Time

7

The cost of the child tax credit declines over time. This stands in contrast to the 
tax cut provisions that primarily benefit high-income households, which swell in cost 
over time. The cost of the child credit declines over time largely because the child tax 

The Leadership credit is identical to the child tax credit included in the vetoed 
November 1995 conference agreement. It provides a credit of up to $500 per child for 
middle-income families — and for many upper-income families as well — that can be 
used to offset their income tax liability.

This report examines the costs and distribution of the proposed tax provisions in 
these bills and how these proposals compare to earlier Republican Congressional 
proposals. A final section of the report looks at the implications of the package for 
efforts to eliminate the federal deficit and maintain balance after 2002. An appendix 
examines the Administration tax proposals and compares them to the Senate Republican 
leadership plan.

Low-income working families that owe no income tax would not be eligible for 
the credit. Moderate-income working families that owe modest amounts of income tax 
would receive only a partial credit, irrespective of the amount of payroll taxes and 
federal excise taxes they pay. Some 31 million children — 44 percent of all children — 
live in low-and moderate-income families that would receive no credit or only a partial 
credit.

At the other end of the income spectrum, the credit begins to phase out for 
married couples filing jointly who have incomes above $110,000 and for heads of 
household with incomes above $75,000. A couple with two children would become 
ineligible for the credit once the couple's income reached $150,000. Only five percent of 
children live in families with incomes too high to qualify for a full credit, as compared to 
the 44 percent of children who live in families with incomes too low to receive a full 
credit.6 7

Over the first few years, the child tax credit is the most costly component of the 
Leadership tax package. By 2007, however, the child credit dwindles to less than a 
quarter of the cost of the total tax package.

6 (...continued)
years 1997 through 2007. Costs in fiscal year 1997 are modest, amounting to $5 billion.

7 The analysis of the effects of the proposed child tax credit was done by the Center on Budget and Policy 
Priorities using unpublished data from the Congressional Budget Office.



4

Tax Provisions Geared to Middle-Class Families

8

The picture changes dramatically, however, in the second five years. By then, the 
three tax cut provisions providing a majority of their benefits to middle-class households 
constitute only 33 percent of the overall tax cut costs of the legislation. (See Figure 2.) By

credit is not indexed for inflation. The child tax credit costs $21.3 billion in 1998, the first 
year it is in full effect; by 2007, its cost is $16.9 billion. Similarly, its cost drops from $109 
billion in the first five years to $89.9 billion in the second five years.

The lack of inflation indexing for the child credit contrasts with the legislation's 
treatment of capital gains. S. 2 would index capital gains for inflation, a measure that 
primarily benefits high-income households, while declining to index the child credit.

Two other components of the Leadership proposal also arguably provide the 
majority of their benefits to middle-income families. They are: the provision allowing a 
withdrawal of funds from Individual Retirement Accounts free of tax or penalty for such 
purposes as a business start-up, long-term unemployment, or college education; and the 
provisions in S. 1 that provide tax incentives to households for certain types of education 
savings and expenditures.8 Taken together, the tax relief provided by these three 
middle-income relief provisions accounts for 61 percent of the cost of the Leadership tax 
bills in the first five years.

The child tax credit is the major piece of the Leadership tax package that 
primarily benefits middle-income taxpayers. As noted, even this proposal favors those 
in the top half of the income scale over those in the bottom half, since most children in 
low- or moderate-income families either are ineligible for the credit or qualify for only a 
partial credit. Moreover, a recent analysis by Citizens for Tax Justice, using the tax 
model described earlier, found the bottom 60 percent of tax filing units would receive 
only 25 percent of the tax cut benefits provided by the child tax credit proposal, while 
the top 20 percent of tax filing units would garner 37 percent of the benefits. Even so, we 
classify this provision as a middle-income relief provision in this analysis because the 
top fifth of households would not secure a majority of the tax cut benefits. The 
provisions we classify as upper-income tax relief proposals would confer a majority of 
their benefits on the top fifth, and in some cases, on the wealthiest five or 10 percent of 
households.

8 For simplicity, the entirety of S. 1 is considered here as "middle-class" tax relief. Some portions of S. 1, 
however, would more likely be used by higher-income families; that would probably be true of the Bob 
Dole education investment accounts, for example, which are similar to backloaded IRAs. A description of 
the Bob Dole accounts can be found in the section of this paper on IRAs.
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In short, after the first few years, the proportion of the tax cuts going to 
middle-class families declines sharply while the proportion going to high-income 
families and individuals shoots up. The erosion in the value of the child tax credit 
accounts for only a modest share of this shift. The principal reason the tax cut package is 
so much more heavily geared to high-income households after the first few years is that 
the cost of the legislation's upper-income tax breaks is kept artificially small in the early 
years but then mushrooms.

E2First Ave Years

■ Second Five Years

The principal provisions of these tax bills that primarily benefit high-income 
households — the capital gains, Individual Retirement Accounts, and estate tax 
provisions — all contain devices whose principal purpose is to mask or reduce the cost 
of these tax breaks in the period through 2002. These devices succeed in holding down 
the costs of these provisions over the next five years. But the costs of the provisions 
grow rapidly after that.

"Middle-Class" Tax Relief Dwindles Over Time 
in Comparison to Upper-Income Tax Breaks

IS

2007, these provisions account for just 29 percent of the tax cuts in the leadership 
package.

Middle Class Provisions

Center on Budget and Policy Pnorities
•Middle Class Relief" includes the child tax credit. IRA withdrawls for specified purposes and the education provisions in S.1. 

"High-Income Provision*" include capital gains provisions, other IRA provisions, and estate tax provisions.

Source: Joint Committee on Taxation. January 21, 1987
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The Capital Gains Provisions
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The Leadership proposal would substantially reduce the taxation of capital gains 
income — that is, income from the sale of assets such as stocks, bonds, and real estate. 
For individuals with capital gains income, the bill proposes two changes

The second change would go still further — it would assure that most 
capital gains would be taxed at effective rates significantly below the 19.8 
percent rate. Under this change, taxpayers who sell assets held for at least 
three years would be allowed to exclude from taxation the portion of their 
profits that can be said to reflect the effects of inflation

Looked at another way, under current law, the investor would pay tax equal to 28 
percent of the $34,000 profit. Under the Leadership proposal, the investor would pay tax 
of only $3,580 on this gain, an amount equal to just 10.5 percent of the $34,000 profit. 
This wealthy investor would pay a lower effective rate of tax on this profit than 
moderate-income families must pay on their wages and on interest they receive on 
modest savings accounts.

Table 1 shows the dimensions of the proposed capital gains tax cut under several 
scenarios. In each case, wealthy investors in the top tax bracket would pay a lower rate

First, half of the profits from the sale of these assets would be excluded 
from taxation. This change alone would bring the maximum effective tax 
rate on capital gains income down from its current level of 28 percent to
19.8 percent. That would constitute the lowest tax rate on profits from the 
sale of such assets in more than 40 years.

Through the combination of a provision excluding half of the profits from the sale 
of these assets from taxation and the inflation indexing provision, the Senate leadership 
proposal would allow a substantial majority of capital gains income to escape any 
taxation. Consider a stock initially purchased for $100,000 and sold after five years for 
$134,000. Under current law, the investor would pay tax at a maximum rate of 28 
percent on the $34,000 capital gain; the tax would equal $9,520. Under the proposed 
legislation, however, the price for which the investor purchased the stock would be 
adjusted for inflation and then only half the remaining gain would be subject to taxation. 
Assuming inflation of three percent per year, the $100,000 purchase price first would be 
adjusted upward to approximately $116,000 to account for five years of inflation; the 
investor's capital gain thus would be considered to be $18,000 rather than $34,000. Then 
50 percent of this $18,000 gain would be excluded, making only $9,000 of it taxable. If 
the taxpayer was in the top income tax bracket (the 39.6 percent bracket), the taxpayer 
would pay tax of just $3,580. This represents a 62 percent tax reduction from the $9,520 
in capital gains tax the investor would pay under current law.
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1 growth in the value of the asset, with
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Tax Under 
Current Law**

of tax on capital gains income they derive from buying and selling stocks, bonds, and 
other assets than modest-income families would pay on wages and interest earnings.

’ Some of the resulting taxes might be paid as estimated taxes during calendar year 1997. The bulk 
would be paid when final tax returns for the year 1997 were filed in early 1998. For a principal residence, 
indexing would apply to periods after January 1,1997 without the payment of tax on the increase in the

(continued...)

Size of Capital 
Gains Tax Cut

Center on Budget and Policy Priorities calculations
•Assumes three percent annual inflation and three percent annual rea
the result rounded to the nearest $1,000.
••Assumes taxpayer is in the highest income tax bracket, which applies to taxpayers with taxable incomes 
exceeding $271,000 in 1997 (which in most cases would correspond to gross income in the $300,000 to 
$400,000 range). Taxpayers in lower tax brackets would pay less capital gains tax under the leadership 

proposals.  

Under the indexing provision, the price an investor pays for an asset purchased 
after December 31,1996 would be adjusted upward for inflation when the investor sells 
the asset. Investors would, however, be allowed to consider assets they already hold on 
December 31,1996 as assets that they have newly purchased — and that consequently 
qualify for inflation indexing after that date — if the investors pay tax on the increase in 
the value of such assets between the time the assets were actually purchased and January
1,1997.9

This capital gains indexing provision is one of the key provisions whose costs are 
made to appear artificially low in the first few years, masking its long-term drain on the 
Treasury. The initial costs are kept low through a device that causes the capital gains 
indexing provision to save, rather than cost, money on a one-time-only basis in 1998.

Table 1 
The Senate Republican Leadership 

Capital Gains Tax Benefits Grow Sharply Over Time

Tax Under
Leadership 
Proposals**
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’ (...continued)
value of a residence between the time of its purchase and January 1,1997.

After 1998, the capital gains provisions begin to lose large sums. The Joint Tax 
Committee estimates show that in fiscal year 1999, the capital gains tax cuts for 
individuals would lose $4.5 billion. By 2002, the loss would be nearly $14 billion. By 
2007, the loss reaches $20 billion and is continuing to grow. (See Figure 3.)

S. 2 also contains a cut in taxes on corporate capital gains — that is, on profits 
corporations make when they sell stocks, bonds, or other assets. S. 2 reduces the 
maximum tax rate on corporate capital gains income from 35 percent under current law 
to 28 percent. In other words, the bill cuts corporate capital gains taxes by one-fifth.

Suppose an investor has an asset he originally purchased for $100,000 and that is 
worth $120,000 on January 1,1997. The investor would pay capital gains tax on the 
$20,000 gain in the value of the asset from the time of its purchase to January 1,1997. 
(Because the legislation excludes half of capital gains profits from taxation, $10,000 of 
this $20,000 gain would be excluded, so the investor actually would pay tax on $10,000 in 
profit.) From January 1,1997 on, the purchase price of the asset would be considered to 
be $120,000, and this $120,000 figure would be adjusted for inflation from that time 
forward.

Proposals to reduce capital gains taxes also are assumed to bring in a boomlet of 
additional revenues shortly after enactment, because some taxpayers who would hold 
their assets at the higher tax rate presumably would be willing to sell them at a lower tax 
rate. Together, the "mark-to-market" procedure used to qualify assets for indexing and 
the additional asset sales that would occur as a result of a lower capital gains tax rate 
would result in the proposed capital gains tax cuts for individuals raising approximately 
$14 billion in revenue in fiscal years 1997 and 1998. Once again, most of the added 
revenue collected in these years would represent revenue that otherwise would have 
been collected in future years.

The payment of taxes on the increase in the value of assets between the time of 
their purchase and January 1,1997 would yield revenues of approximately $11 billion in 
fiscal years 1997 and 1998, when tax payments for calendar year 1997 are due. Most of 
these revenues would represent taxes the federal government would have collected 
anyway in subsequent years when the assets were sold. As a result, most of the revenue 
gain in 1997 and 1998 would represent a "timing shift" rather than a true increase in 
government receipts. Over the long term, capital gains indexing causes very large 
revenue losses.
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Capital Gains "Gimmick" Creates Revenues 
in Single Year, But Enlarges Future Losses

When the individual and corporate capital gains tax cuts in S. 2 are considered 
together, the cost is $33 billion during the first five years. Over the second five years, 
however, the cost is $96 billion — nearly three times as much. The total cost is $129 
billion over the first decade.

In 2007, the cost of these capital gains provisions reaches $22 billion a year and is 
still rising. In subsequent 10-year periods, the cost of the capital gains tax cuts in S. 2 
would exceed $200 billion.

-$30~i--------- 1--------- 1--------- 1--------- 1---------1--------- 1------ —i---------1--------- '---------
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 

Center on Budget and Policy Priorities
This graph shows revenue losses for capital gains provisions affecting individuals Additional revenue losses would 

result from proposed capital gains tax reductions affecting corporations.
Source Joint Committee on Taxation. January 21, 1997

Many middle-income families have capital gains income, but the amounts of such 
income they receive are typically small. High-income households are more likely than 
middle-class households to have investments yielding capital gains income. More 
important, the average amount of the capital gains income that high-income households 
receive greatly exceeds the amount that middie-income investors typically receive. 
Studies generally show that households with incomes in excess of $100,000 receive 
approximately three-quarters of all capital gains income.
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The Individual Retirement Account Proposals
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Before the Tax Reform Act of 1986, taxpayers with incomes above the $35,000 and 
$50,000 limits who were covered by an employer retirement plan also could make 
deductible contributions to IRAs. The removal of the tax deduction for IRA 
contributions by such people was one of the changes the 1986 Tax Reform Act made in 
exchange for the Act's sharp reduction in the tax rates that upper-middle and higher- 
income households pay.

The Republican leadership tax plan would gradually lift the $35,000 and $50,000 
income limits on IRA deductions to $135,000 for individuals and $150,000 for couples by 
2000 and then eliminate the income limits altogether in 2001. Beginning in 2001, 
taxpayers at all income levels — including upper-income taxpayers with tax-favored 
private pension coverage — would be eligible to make deductible contributions to IRAs.

The Citizens for Tax Justice analysis of the distributional effects of the Senate 
leadership tax proposal (described above) yielded similar results. It found that the more 
than 64 percent of the benefits of the capital gains provisions in the Leadership plan 
would go to the top one percent of households, those with incomes exceeding $240,000.

10 Joint Committee on Taxation, Distributional Effects of the Administration's Capital Gains Proposal, February 
3,1992 and Joint Committee on Taxation, Distributional Effect of Indexing the Cost Basis of Certain Capital 
Assets, February 18,1992.

The Senate Republican Leadership proposal would repeal all income limits on 
deductible IRA contributions by taxpayers already covered by an employer-sponsored 
retirement plan. Currently, individuals who are covered by an employer plan may make 
tax deductible contributions to Individual Retirement Accounts if their incomes do not 
exceed $35,000 for an individual or $50,000 for a couple. For those without an employer- 
sponsored retirement plan, there is no income limit.

As a result, it is not surprising that Joint Tax Committee studies of earlier capital 
gains tax cut proposals found them to be heavily skewed toward the well-to-do. For 
example, when the Joint Tax Committee studied President Bush's 1992 proposal to 
exclude from taxation 45 percent of capital gains income received from the sale of certain 
assets, it found that 70 percent of the benefit from this tax cut would go to households 
with incomes of $100,000 or more. The Joint Tax Committee also found that households 
with incomes exceeding $200,000 would capture more than half of the tax cut benefits 
from that proposal. A separate Joint Tax Committee study of capital gains indexing 
found that half of the benefits from indexing would accrue to households with incomes 
of $200,000 or more.10



«

15

For taxpayers who participate in other types of tax-deferred savings plans, such as 
a 401(k) plan, the total of contributions to a deductible IRA and to another tax-deferred 
savings plan could not exceed the annual limit on voluntary contributions to the tax- 
deferred plan, which is generally $9,500. But all taxpayers, including those making the 
maximum contributions allowed to tax-deferred savings plans, would be eligible to 
make the maximum contributions to an IRA Plus account on top of their contribution to 
the other plans. Thus, a high-income taxpayer could contribute $9,500 to a 401 (k) plan, 
another $2,000 to an IRA Plus account, and still another $2,000 to an IRA Plus account on 
behalf of a non-working spouse, and receive tax breaks on all of these deposits.11

11 Senators Roth and Breaux have introduced a separate IRA plan that goes one step further. The Roth- 
Breaux plan allows all taxpayers, including those already making maximum contributions to a 401 (k) or a 
similar plan, to make deductible contributions to a regular IRA account on top of their contributions to their 
other pension or retirement plans.

In addition to these changes in the eligibility rules for deductible IRA 
contributions, the legislation would make all taxpayers eligible for a new type of 
Individual Retirement Account tax break called an "IRA Plus." Under this new type of 
IRA account — often called a "backloaded" IRA account — contributions to the account 
would not be tax deductible. But all interest earned on funds in the account would be 
permanently free of tax.

Thus, under the Republican Leadership proposal, a high-income taxpayer already 
deferring tax on $9,500 a year in contributions to a tax-deferred savings plan could 
contribute an additional $2,000 each year to an IRA Plus, another $2,000 to an IRA Plus 
on behalf of a non-working spouse, and still another $1,000 a year for each child to an 
education account. As the years passed and such deposits accumulated — with many 
taxpayers shifting additional funds each year from other saving or investment vehicles to 

Under current law, a person eligible to make a deductible IRA contribution also 
may make an additional contribution of up to $2,000 on behalf of a non-working spouse, 
if the individual or the individual's spouse is an active participant in an employer- 
sponsored retirement plan, the income limits described above apply. By contrast, under 
the Senate Republican leadership proposal, an individual covered by an employer- 
sponsored retirement plan could make deductible IRA contributions for himself or 
herself as well as for a non-working spouse without regard to the income limits in 
current law.

A separate provision in S. 1 would allow taxpayers to make an additional non­
deductible annual deposit of $1,000 for each child under 18 to a "Bob Dole Education 
Investment Account." This account would operate like an IRA Plus; earnings on the 
account would accumulate free of tax, and no tax would be owed on amounts later 
withdrawn for higher education expenses.
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As Figure 4 shows, the revenue losses from these IRA provisions would mount 
rapidly over time. Revenue losses would total $32.6 billion during the first five years the 
proposals were in effect. But over the second five years, the revenue losses from these 
provisions would total $80 billion — two and one-half times as much as in the initial five

12 Under the 1995 legislation, there would not have been income limits on contributions to backloaded 
IRAs, but the income limits on deductible IRAs were retained.

these accounts — the interest on a growing share of saving in the United States would be 
permanently sheltered from taxation.

Center on Budget and Policy Priorities
Source: Joint Committee on Taxation, January 21, 1997

This is a larger expansion of IRAs than was proposed in the vetoed 1995 
reconciliation bill. In that bill, the income limits for deductible contributions to IRAs by 
taxpayers covered by employer-sponsored plans were not eliminated. Instead, the 
income limits for deductible IRAs gradually were increased, reaching $95,000 for 
individuals and $120,000 for couples by 1997 and being adjusted for inflation after that.12
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Gimmicks Used to Backload IRA Costs
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years. (These figures do not include the costs of the Bob Dole Education Investment 
Accounts.)13

The IRA provisions thus share a common characteristic with the capital gains 
provisions in that the revenue losses which both provisions produce start relatively small 
and grow markedly over time. The Leadership tax bills employ a series of gimmicks to 
keep the cost of the IRA provisions artificially low in the period between now and 2002, 
with the result that their full costs begin to emerge only after then.

The Leadership proposal also includes a second device whose purpose is to keep 
revenue losses low in the initial years. The proposal would permit taxpayers to take 
funds they currently have in conventional IRA accounts and transfer these funds, with 
no penalty for early withdrawal, to backloaded IRAs on which all future interest 
earnings would be tax free.

Under a backloaded IRA, there is little revenue loss in the initial years because no 
upfront $2,000 tax deduction is allowed for IRA deposits. Instead, the large revenue 
losses occur when depositors retire and begin to withdraw funds from these IRA 
accounts without having to pay any tax on them whatsoever (because all interest earned 
on backloaded IRA accounts is permanently tax free). Most of the revenue losses from 
backloaded IRAs thus are conveniently moved outside the five-year budget period that 
ends in 2002.

13 The Bob Dole education accounts cost an additional $1.8 billion over the first five years, rising to $3.8 
billion in the second five-year period.

One of the principal devices used to keep the costs of the IRA provisions low in 
the initial years is the creation of backloaded IRAs. The concept of a backloaded IRA 
was developed a few years ago specifically to evade federal budget rules which require 
that the cost of a tax cut to be fully "paid for" over its first five years through either an 
offsetting tax increase or a reduction in an entitlement program. If the cost of a major 
IRA expansion can be kept artificially low during the first several years, that eliminates 
the need for a large, controversial tax increase or entitlement cut to pay for it.

According to the Joint Tax Committee, the revenue loss from the IRA provisions is 
$19.4 billion in 2007 alone and is still growing by $1 billion to $2 billion a year at that 
time. As a result, the IRA provisions would cost at least $200 billion over subsequent 10- 
year periods. Since the capital gains tax cuts also would cost that much in subsequent 
10-year periods, the combined loss from the capital gains and IRA provisions would 
exceed $400 billion in subsequent 10-year periods.
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The effect of these various IRA gimmicks is two-fold:

Who Benefits From These IRA Proposals?
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The purpose of this provision — known as a "rollover" provision — is to generate 
a one-time boost in revenues in the next few years as depositors move money from old 
IRAs to backloaded IRAs and pay tax on the funds they transfer. (Many IRA account­
holders would make these transfers so that future earnings on their IRA accounts would 
be tax free.) The taxes collected now as these funds are transferred from one type of IRA 
to another are taxes that would have been collected in future years when the IRA 
account-holders retired. The result thus is to shift into the period through 2002 many 
billions of dollars in revenue that otherwise would be collected in later years.

Meanwhile, the "rollover" gimmick accelerates into the years between now 
and 2002 many billions of dollars of tax revenue that otherwise would be 
collected in years after that. These billions of dollars offset much of the 
remaining cost of the IRA expansion over the next five years. This makes 
the cost of the proposed IRA tax breaks appear deceptively modest when 
only the cost through 2002 is examined.

While the proposed IRA provisions in S. 2 lose an average of $6 billion a year in 
the first five years, they lose over $19 billion a year by 2007 and more in years after that.

The backloaded IRAs shift into years after 2002 many billions of dollars in 
revenue losses resulting from making upper-middle-income and upper­
income individuals who already have tax-favored retirement plans eligible 
for generous IRA tax breaks. Because of this backloading gimmick, little of 
the large revenue loss from making these individuals eligible for IRA tax 
advantages shows up until after 2002.

The IRA changes in the Leadership tax bills would primarily benefit high-income 
families that also receive tax advantages through retirement plans their employers 
sponsor. These IRA proposals would not benefit most middle- and lower-income 
taxpayers because most such taxpayers already are eligible for IRA tax deductions under 
current law.

At the time of transfer, the funds moved from a conventional IRA to a backloaded 
IRA would be taxed as ordinary income. But if the transfer were made before 1999, the 
income could be averaged over a four-year period. Averaging the IRA income in this 
manner would lower the tax that many taxpayers would owe on it, because averaging 
would keep the IRA income from pushing many of these taxpayers into a higher tax 
bracket. This four-year averaging period conveniently spans the years from 1999 
through 2002.
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In addition, IRS data show that in 1986, the last time all taxpayers were 
permitted to make deductible contributions to IRAs regardless of their 
income level or pension coverage, 82 percent of IRA deductions were taken 
by the one-third of tax filers with the highest incomes.

Moreover, the IRA deductions these high-income individuals received in
1986 were worth more than the IRA deductions taken by taxpayers at lower 
income levels, since the high-income IRA users were in higher tax brackets. 
As a result, the top one-third of tax filers received substantially more than 
82 percent of the IRA tax benefits.

A substantial majority of taxpayers already qualify for IRA tax deductions; 
in 1995, more than 70 percent of all taxpayers with earnings were eligible to 
make deductible IRA contributions. (Some 56 percent of all taxpayers with 
earnings are eligible to make the full maximum deductible contribution, 
while another 15 percent of taxpayers were eligible to make a partial 
contribution.) Since these taxpayers already can get these tax deductions, 
they would derive either no benefit or only a small benefit from the 
Leadership IRA proposals.14

For these reasons, a Joint Tax Committee analysis of an earlier proposal to restore 
eligibility for IRA tax deductions for individuals who have other tax-favored retirement 
plans and incomes above the current IRA income limits found that the top one-fifth of 
taxpayers would receive approximately 95 percent of the tax benefits from the proposal. 
The Joint Tax Committee also found that the most affluent five percent of taxpayers 
would collect nearly one-third of the tax benefits from a similar IRA proposal. The new 
IRA proposals are likely to have similar effects.15

14 Joint Committee on Taxation, Description and Analysis of Tax Proposals Relating to Individual Savings, 
February 8,1995, p. 38.

15 These data are based on Joint Committee on Taxation estimates from 1989. The Joint Committee has 
not provided similar data since then. The data are based on 1990 income levels and tax laws and on a 
proposal to make IRA's 50 percent deductible for taxpayers who lost deductibility under the Tax Reform 
Act of 1986. These estimates are likely to understate the share of benefits received by high-income 
taxpayers, because the 1993 budget reconciliation act raised the marginal tax rates on the highest-income 
Americans and therefore increased the tax benefits of IRA contributions for this group.
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Thus, if a decedent leaves an estate of $3 million, and $2 million of it consists of 
family-owned business interests, estate taxes would be owed on only $250,000 — or one 
twelfth — of the estate. Some $1 million of the estate would be excluded under the 
general credit, while $1.5 million in business interests, plus 50 percent of the remaining 
$500,000 in business interests, also would be excluded.

The proposed exclusion for family-owned business interests is a new tax break. 
Under current law, there is no special estate tax exclusion for qualified family-owned 
business interests, although the $600,000 exemption can be applied to such businesses.16

The proposal also includes an expanded estate tax exemption for qualified family- 
owned business interests. In addition to the $1 million exemption just mentioned, heirs 
could exclude $1.5 million of a family-owned business interest plus 50 percent of the 
remaining value of the business interest. These additional exclusions would apply when 
family-owned business interests comprise more than 50 percent of an estate.

In this instance, $2.75 million of the $3 million estate would be shielded from tax. 
If the estate consisted of $2.5 million, with $1.5 million of it in family-owned business 
interests, the entire estate would be tax free.

Under current law, the first $600,000 of an estate is exempt from tax. The 
Leadership proposal would gradually raise the amount of an estate that heirs can receive 
free of tax to $1,000,000 by 2004.

Like the capital gains and IRA tax cuts, the cost of the Leadership proposal to cut 
taxes on large estates increases markedly over time. As noted above, the estate tax cuts 
would phase in between now and 2004. The Joint Tax Committee estimates show the 
estate tax provisions would cost $18 billion in the first five years but $48 billion in the 
second five years. By 2007, these provisions would cost nearly $12 billion a year. This 
suggests their cost in subsequent 10-year periods is likely to exceed $120 billion.

16 Under current law, the estate tax on some qualified closely-held businesses can be paid in installments 
over a 14-year period, and a special low interest rate may apply to the deferred tax attributable to the first 
$1 million of the business valuation.

Only one percent of estates exceed $600,000 in value. Thus, these provisions 
would have no effect on the 99 percent of estates valued at less than $600,000 and would

The Leadership proposal also cuts estate taxes. The proposal would increase 
substantially the amount of an estate that can be passed on to heirs without any tax being 
paid.
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Long-term Cost of the Leadership Proposals
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18 Under current law, the value of the credit $61X1,000 exemption as well as the benefit of a graduated rate 
schedule for estate taxes is phased out fully for estates valued at more than $21 million. The phase-out 
range would extend to a somewhat higher estate valuation under the proposed provision that would raise 
the exemption to $1 million.

17 Statement of Leslie B. Samuels, Assistant Secretary for Tax Policy, before the Committee on Ways and 
Means, U.S. House of Representatives, January 10,1995. In testifying on the Contract with America 
proposal to exempt the first $750,000 of an estate, the Treasury Department noted that only one percent of 
estates exceed $600,000 in value and that only half of one percent of all estates would be taxable under the 
proposed increase in the exemption to $750,000. Thus, it is reasonable to assume that significantly less than 
one-half of one percent of all estates would be taxable under the current proposal to raise the exemption to 
$1 million.

Center on Budget and Policy Priorities
Source: Joint Committee on Taxation. January 21. 1997

Estate Tax Revenue Loss Deepens Over Time, 
Grows to $12 Billion in 2007

As this description of the specific provisions of the Leadership tax proposal 
indicates, the large tax cuts primarily benefitting higher-income taxpayers would grow 
rapidly in cost over time and cost far more after 2002 than in the years before it. (See

not benefit ordinary middle-class families.17 The provisions would reduce or eliminate 
tax only on estates valued between $600,000 and $21 million. The benefits of the 
exclusion would be recaptured fully for estates valued above $21 million.18
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As the table shows, the cost of the Leadership tax package rises from $201 billion 
in the first five years to $325 billion in the second five years. By 2007, the cost is $73 
billion in a single year.

These figures reflect the fact that the Leadership proposals continue to grow in 
cost after the first 10 years. Consider the capital gains indexing provision as an example. 
Under this proposal, the number of years over which the value of an asset is adjusted for

Figure 6.) By contrast, the tax benefits the child tax credit confers would erode as the 
years go by.

Center on Budget and Policy Priorities
Source: Joint Committee on Taxation, January 21, 1897

By examining the cost of these proposals in the last several years of this 10-year 
period, it is possible to estimate their cost in the subsequent 10-year period as well. Over 
the 10-year period from 2008 to 2017 — a period when the baby boom generation will 
begin to retire, placing substantial added burdens on the Treasury — the cost of the 
Leadership tax cuts rises to approximately $760 billion.

Table 2 summarizes the Joint Tax Committee estimates of the cost of the 
Leadership tax proposals over the first 10 years. The table also estimates the cost of these 
provisions over the subsequent 10-year period.
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Child Tax Credit $109.0 $198.9 $16.9 $164$89.9

22.1 23433.1 96.2 129.3

12718.4 48.2 66.6 11.7

19.4 210IRA 32.6 80.0 112.6

27Higher Education 7.1 10.9 18.0 2.6

Total $200.5 $325.1 $525.8 $72.7 $763

Comparing the Cost of the New Proposals to the Cost of the Vetoed 1995 Bill
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Over the next 10 years, the Leadership tax proposals cost $24 billion more than the 
"Contract with America" tax provisions in the 1995 budget reconciliation package that 
President Clinton vetoed. Both plans include a child tax credit, a capital gains tax 
reduction, expansion of IRAs, and a reduction in estate taxes. But while the child tax 
credit is essentially the same in both plans, the capital gains, IRA, and estate tax breaks 
all are more costly in the new Leadership plan than in the 1995 legislation.

inflation would increase over time. In 2007, the value of an asset could be indexed for a 
maximum of 10 years. By 2017, a maximum of 20 years of inflation could be taken into 
account. Similarly, by 2017 the amount of deposits in IRA Plus accounts — on which all 
earnings would permanently be exempt from taxation — would be much larger than the 
amount of such deposits in 2007.

First
5 Years

Second
5 Years

Capital Gains

Estate and Gift

Source: Figures for the first 10 years are from Joint Committee on Taxation (JCT), January 21,1997. 
The Bob Dole Education Investment Accounts provision is included in the total for higher education. 
Estimates of costs for each provision in the subsequent 10-year period were made by taking the JCT 
estimate of each provision's average annual rate of growth from 2004 through 2007 and applying 
this rate of growth to the JCT estimate of the provision's cost in 2007. All figures are expressed in 
current dollars.

The capital gains provision in the current proposal is more expensive in 
part because indexing would begin in 1997, whereas it would have started 
in 2001 under the vetoed bill. Under the 1995 legislation, the profit on an

Table 2
Cost of the Leadership Tax Proposals 

(in billions of dollars)

Joint Committee on Taxation

Estimate for 

Subsequent 10
Years (2008-2017)

First
10 Years

Fiscal Year 
2007
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asset sold in 2001 would have been taxed at a maximum capital gains tax 
rate of 19.8 percent; indexing could not have been used to lower the 
effective tax rate to a lower level. By contrast, under the new proposal, the 
profit from the sale of such an asset would be adjusted downward for tax 
purposes by factoring in four years of inflation indexing. As a result, the 
profit from the sale of the asset would be taxed at an effective rate of about 
10 percent or 11 percent, rather than 19.8 percent. Because the new 
proposal makes indexing effective for four additional years, it reduces the 
capital gains taxes on assets purchased before 2001 to a significantly greater 
degree than the 1995 legislation would have done. For this reason, the new 
bill has a larger and more costly capital gains tax cut than the earlier 
legislation did.

In addition, the IRA provision in the new Senate Republican leadership 
plan is more costly than the IRA proposal in the 1995 bill. In the 1995 bill, 
the income limits on deductible contributions to IRAs would have been 
increased to $95,000 for individuals and $120,000 for couples by 1997 and 
adjusted for inflation after that. Under the new legislation, income limits 
on deductible contributions to IRAs would be eliminated entirely.

Center on Budget and Policy Priorities
Source: Joint Committee on Taxation, January 21, 1997 and November 16, 1995 Conference tax cuts 

are adjusted for inflation to be comparable to years of leadership cuts.
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Leadership Tax Cuts Begin Smaller
But Grow Larger Than 1995 Conference Tax Cuts
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Proposed Tax Cuts Break the Quid Pro Quo of the Tax Reform Act of 1986
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The Tax Reform Act of 1986 sharply lowered income tax rates on upper-middle 
income and high-income individuals, as well as on corporations, in return for scaling 
back tax breaks provided for capital gains, IRAs, estate taxes and other items. Under the

” The 1995 bill also included a reduction in the so-called marriage penalty, incentives for adoption and 
home care for the elderly, reductions in the Alternative Minimum Tax, a variety of health care related 
incentives, and tax breaks for small businesses. None of these provisions is in the current proposal.

Finally, the new leadership tax plan would expand tax breaks for large 
estates more than was proposed in the 1995 bill. Among other differences, 
the 1995 proposal would have raised the amount of an estate that heirs can 
receive free of tax from $600,000 to $750,000; the current proposal would 
raise the tax-free amount to $1 million. The current proposal also provides 
a more generous exclusion for inherited family-owned business interests; it 
would exclude the first $1.5 million of family-owned business interests, 
while the 1995 plan would have excluded the first $1 million.

The cost of the current Senate Republican leadership plan exceeds the cost of the 
vetoed 1995 reconciliation conference agreement for these three tax breaks by nearly $120 
billion over the first 10 years, or more than 85 percent. (See Table 3.) That the total difference 
in cost between the two plans over the 10 years is a more modest $24 billion is due 
largely to the fact that the 1995 plan included a number of additional forms of tax relief 
that are not part of the new proposal. The child tax credit and the relatively modest 
education tax breaks in S.l are the only provisions the new plan contains in addition to 
the three large upper-income tax breaks.19

Table 3
Comparison of 10-Year Costs of Selected Tax Provisions 

in 1995 Conference Agreement and Senate Leadership Plan 
(in billions of dollars)

1995 Plan

Capital Gains

IRAs

Total three provisions

Source: Joint Committee on Taxation, January 21,1997 and November 16,1995. The cost of the 1995 bill 
for 1996-2005 is adjusted for inflation to be comparable to the cost of the current proposal for 1997-2006.

Leadership Plan

$107

93
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Impact of Leadership Tax Proposals on Balancing the Budget
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Prior to 1986, the top income tax rate was 50 percent. While the top rate 
was raised somewhat in 1990 and 1993 after being lowered in 1986, at 39.6 
percent it remains substantially below the pre-1986 rate.

Special treatment for capital gains income was among the preferences 
ended in 1986 in return for taxing income at lower rates. Prior to 1986, 
taxpayers in the top income bracket paid an effective capital gains tax rate 
of 20 percent. The 1986 tax act eliminated the exclusion for capital gains; 
capital gains income became subject to a 28 percent maximum tax rate, the 
rate that remains in effect today.

To help the nation better afford the large retirement costs of the baby boom 
generation, some budget experts recommend building a surplus in the unified budget in 
the intervening period during which the baby boomers will be in their peak earnings 
years and using those annual surpluses to increase the amount of national saving.

The increasing cost of the Leadership tax proposals over time would make it 
difficult for the government to plan prudently for the second decade of the 21st century 
and the decades following that. When the baby boom generation retires, the nation will 
face a daunting fiscal challenge. The costs of Medicare, Medicaid and Social Security 
will swell as the number of elderly individuals mounts. In addition, the ratio of workers 
to retirees will fall to a low level.

The Senate Republican Leadership proposal would reduce the maximum 
tax rate on capital gains income to 19.8 percent, slightly below the pre-1986 
level. In addition, because of the capital gains indexing provision, high- 
income taxpayers would be subject to effective tax rates of only 10 percent or 
11 percent on much of their capital gains income, a rate about half that in 
effect before 1986.

Thus, compared to the pre-1986 law, the Leadership plan would leave the 
wealthiest taxpayers with both a 21 percent reduction in income tax rates 
and as much as a 45 percent reduction in capital gains taxation.

Senate Republican leadership proposal, that quid pro quo would be abrogated. The 
income tax rates faced by those in the top brackets would remain far below the rates 
such taxpayers encountered prior to the 1986 Act. But capital gains and IRA tax breaks 
would not only be restored but also would be made more generous than they were 
before 1986. In addition, new estate tax breaks would be created. The result would be 
windfalls for wealthy Americans.
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Increasing the amount of national saving would increase the likelihood of stronger 
economic growth, which in turn would better enable the country to afford to support the 
baby boomers when they retire.

The Leadership tax proposals would result in a revenue loss of $53 billion 
in 2002. To balance the budget thus would require that program 
reductions total $190 billion rather than $137 billion. The tax cuts would 
thereby enlarge by 39 percent the magnitude of the program cuts required to 
achieve budget balance.

Under current law, the Congressional Budget Office projects a budget 
deficit of $188 billion in 2002. Assuming a steady path of deficit reduction 
between now and 2002, CBO estimates that approximately $137 billion in 
program cuts would be needed in 2002 to bring the budget into balance. 
(The remaining savings, under the CBO estimate, result from a "fiscal 
dividend" from slightly stronger economic growth and reduced interest 
payments on the debt.)

To pursue this approach, the current deficit in the non-Social Security portion of 
the federal budget would need to be reduced significantly or eliminated in coming 
years. That would enable some or all of the reserves now building in the Social Security 
trust funds to be used to increase national saving. (If the annual deficit in the non-Social 
Security portion of the budget is smaller than the annual surplus in the Social Security 
trust fund, the unified budget will be in surplus.)

Even without a large tax cut, achieving a sizable surplus in the unified budget is a 
daunting task. The proposed Leadership tax cut would likely make such a task virtually 
impossible.

If budget balance is attained in 2002, further actions will be required to 
maintain that balance in subsequent years. CBO projects a budget deficit of 
$278 billion in 2007 under current law. Assuming the "fiscal dividend" 
and interest savings that CBO estimates would result from reaching 
balance in 2002 and maintaining balance through 2007, program spending 
in 2007 would have to be $147 billion lower than current projections to 
maintain budget balance in that year. Accommodating the Senate 
leadership's tax cuts of $73 billion in 2007 would raise the required 
program reductions from $147 billion to $220 billion in that year. As a 
result, the proposed tax cuts would increase the size of the program cuts 
otherwise required to balance the budget in 2007 by 50 percent. (See Table
4.)



20072002

Total Deficit $188 $278

"Fiscal Dividend" 34 70

Debt Service Savings 17 60

Program Cuts Required without Tax Cut $147$137

Senate Republican Leadership Tax Cut 53 73

Program Cuts Required with Tax Cut $220$190

Increase in Program Cuts Resulting from Tax Cut 39% 50%

State Revenue Reductions
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For instance, the Leadership proposal would exclude from the definition of AGI 
half of all capital gains income. Because of state conformity to federal tax rules.

Table 4
Program Spending Cut Required to Achieve and Maintain 

A Balanced Budget with Senate Leadership Tax Cuts 
(in billions of dollars)

Finally, the capital gains, IRA, and estate tax proposals would reduce state as well 
as federal taxes on individuals with higher incomes. The capital gains and IRA 
proposals would reduce state taxes because 36 states and the District of Columbia 
incorporate the federal definition of adjusted gross income (AGI) in their tax codes.

Reductions of this size would be extremely difficult to achieve. Measures 
that sought to go further and place the unified budget in surplus so a 
substantial part of the Social Security surplus could be saved would 
essentially be unattainable.

By making it necessary to secure substantial additional program cuts to achieve 
and maintain budget balance, the Leadership tax proposals also would be likely to have 
one other effect. As a result of the tax cuts, any balanced budget agreement would have 
to contain deeper, more controversial cuts in basic programs, which in turn would likely 
make bipartisan budget agreements harder to reach.

Source: Congressional Budget Office, The Economic and Budget Outlook: Fiscal Years 1998-2007, p. 60 and 
Center on Budget and Policy Priorities calculations from other CBO data. The fiscal dividend and debt 
service savings are based on CBO's illustrative path for deficit reduction. Other paths would require 
somewhat different amounts of program cuts.
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Making upper-middle and high-income individuals eligible for IRA tax 
deductions and backloaded IRAs would further shrink state revenues. The IRA 
deductions would decrease the amount of income subject to state taxation; since the 
deducted amounts would not be part of adjusted gross income for federal income tax 
purposes, these amounts would not be part of AGI under many state tax systems as well. 
In addition, the new backloaded IRA accounts would shelter interest income from state 
income tax as well as federal tax.

enactment of this proposal would cause the profits excluded from income under the 
federal tax code also to be excluded under state income tax codes. In addition, the 
reduction in the federal taxation of capital gains that would result from indexing the 
purchase price of assets for inflation would further reduce the amount of capital gains 
included as income in most states' tax systems. State revenues thus would decline as a 
result of these changes in the federal tax code.

Federal tax law determines the amount of federal estate tax that heirs to an estate 
must pay. States also may levy a tax on estates. If states levy their own estate tax by 
computing a percentage of the federal estate tax liability, special rules apply. Under 
these special rules, heirs may subtract the state taxes paid, dollar for dollar, from federal 
estate taxes that otherwise would be due, up to a specified maximum percentage of the 
federal taxes. In other words, the heirs have the same amount of overall tax liability 
whether or not the state levies an estate tax; the state tax does not change the total 
amount of estate taxes collected but rather allows the state to share in a portion of the 
federal revenue. Every state uses this type of state estate tax, which is commonly known 
as the "pick-up" tax.

If these Leadership tax proposals are adopted, states will lose billions of dollars in 
revenue. States also will face the same problem the federal government is likely to 
experience as a result of these tax proposals — sharply escalating revenue losses in 
future years. To offset these revenue losses, states would likely be forced to cut 
programs, raise other taxes, or take both types of actions.

Moreover, the estate tax in all states is tied closely to the federal taxation of 
estates. The federal government in essence "shares" its estate tax with the states by 
allowing taxpayers to take a credit for state estate taxes paid up to a specified percentage 
of the federal tax. The sharing mechanism works as follows.

Because state estate taxes must be levied as no more than a specified percentage of 
federal estate taxes to qualify as a "pick-up" tax and benefit from the special rules, 
reductions in federal estate taxes will automatically reduce state revenues. Thus, the 
Leadership plan would result in a substantial reduction in states revenues from estate 
taxes.
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State spending cuts typically affect low- and moderate-income families the most. 
Moreover, tax increases in most states are likely to affect low- and middle-income 
taxpayers disproportionately, because virtually all state codes are regressive. As a 
consequence, those who would benefit least from the state tax cuts that would result 
from enactment of the Leadership proposals at the federal level would likely be the 
households affected most adversely by the actions states would take to make up for the 
resulting losses of state revenue.
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In 2002, the net cost of the Leadership plan would be $45 billion, nine times 
the $5 billion cost of the Administration plan in that year.

COMPARING THE ADMINISTRATION AND SENATE LEADERSHIP 
TAX PROPOSALS

The Administration proposals also are better targeted than those in the 
Leadership plan. As described below, the Administration's child tax credit is fully 
phased out for families with incomes over $75,000. Other tax relief mechanisms are fully 
phased out for individuals with incomes over $70,000 and families with incomes 
exceeding $100,000. This contrasts with the IRA, capital gains, and estate tax breaks in 

If the Senate Leadership also agreed to extend the expired excise taxes, as it 
may do, the net cost of its tax plan would be $162 billion over the first five 
years. That is nearly eight times the net cost of the Administration's plan 
during this period.

20 The Budget for Fiscal Year 1998, p. 112. The five-year and ten-year costs cited here include small 
amounts shown for fiscal year 1997. If the legislation were to be enacted in late summer or early fall of 
1997, the costs shown by Joint Tax and the Administration's budget for fiscal year 1997 would likely 
become additional costs in fiscal year 1998.

Over the first five years, the net cost of the Administration tax proposals — 
i.e., the overall cost when the Administration's tax cuts, extensions of 
expired taxes, and loophole-closers all are taken into account — would be 
$21 billion.

The Administration budget includes provisions to raise revenues, as well as 
provisions to reduce them; and these Administration revenue-raising proposals greatly 
lower the overall cost of the Administration's tax package. The revenue-raising 
provisions the Administration is proposing include both extensions of expired excise 
taxes and "loophole" closings.

The Administration's proposed federal budget for fiscal year 1998 includes a 
package of tax cut proposals. While these proposals share some elements with the 
Senate Republican Leadership plan, the Clinton tax cut proposals are less costly and 
more targeted on middle-income families. Over the first five years, the Administration 
estimates that its tax cuts have a gross cost of $100 billion as compared to the $201 billion 
Joint Tax Committee estimate of the cost of the Leadership package.20 While 10-year cost 
estimates are not yet available for the Administration plan, the 10-year gross cost is 
likely to be less than $250 billion, as compared to the $526 billion cost for the Leadership 
plan.
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The Administration credit would be available only to families with 
incomes below $75,000. (The credit would be phased out for taxpayers 
with incomes between $60,000 and $75,000.) By contrast, families with 
incomes up to $150,000 could claim the Leadership version of the credit.

Although the Administration tax proposals are more modest in scope and more 
targeted to the middle-class than the Senate Leadership proposals, the Administration's 
proposals also grow in cost over time. As a result, the Administration's tax cuts would 
increase the difficulty of budgeting prudently for the approaching retirement of the baby 
boom generation.

In contrast to the Leadership's proposal for deep cuts in capital gains taxes at a 
cost of $33 billion over five years and $129 billion over 10 years, the Administration has 
no proposal for a broad reduction in capital gains taxes. The Administration's proposal 

the Leadership proposal, the vast majority of which would benefit households with 
incomes above these ranges.

The Administration credit would be $300 in the first three years and rise to 
$500 in 2000. The Republican credit would be $500 from the outset. On the 
other hand, the Administration credit would be larger than the Leadership 
credit in years after 2000 because the Administration would index the $500 
credit for inflation in subsequent years while the Leadership version would 
not index it.

The Administration credit is better targeted on moderate- and middle-income 
families and maintains its value for those families over time. While still very costly, the 
Administration credit is less expensive than the Leadership credit. From 1997 through 
2002, the Administration child credit would cost approximately $47 billion, while the 
Leadership credit would cost $109 billion. In 2002, the relative costs are $10.4 billion for 
the Administration version and $20.2 billion for the Leadership credit.

The Administration and the Senate Leadership each are proposing a child tax 
credit. The proposals differ from each other in a number of ways.

The Administration credit would be available to families for children 
under age 13, while the Leadership credit would extend to children under 
age 18.
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Both plans would allow withdrawals to be made from IRAs, free of tax and the 10 
percent penalty usually applied to early withdrawals, for a variety of circumstances 
other than those allowed under current law. Both proposals would allow withdrawals 

The Administration also would establish a backloaded "Special IRA" similar to 
the Leadership's "IRA Plus." Contributions to the Special IRA would not be deductible; 
interest earned on funds in the account would be permanently free of tax.

to replace the complex set of rules regarding taxes on the sale of a taxpayer's home with 
a $500,000 exemption for capital gains realized on the sale of a home has a modest cost of 
$1.4 billion over five years.

Unlike the Leadership plan, however, which allows any taxpayer to make 
deposits in an IRA Plus, the Administration's Special IRA would be 
available only to taxpayers with incomes below the proposed limits for 
deductible IRAs (i.e., below $100,000 for couples and $70,000 for 
individuals). In addition, while the Leadership proposal would allow any 
taxpayer to roll over funds from a deductible IRA to an IRA Plus — 
including high-income taxpayers holding funds in pre-1986 IRAs — the 
Administration proposal would allow only taxpayers with incomes below 
$70,000 and $100,000 limits to make such rollovers.

The Administration proposal would gradually raise the current income 
limits from $50,000 to $100,000 for couples and from $35,000 to $70,000 for 
individuals.

The Leadership proposal would abolish the limits; it would allow any 
taxpayer, regardless of income or pension coverage, to make deductible 
IRA contributions.

The Administration would index for inflation both the $2,000 maximum 
IRA contribution and the income thresholds that determine who is eligible 
to make contributions. The Leadership proposal would not index the 
$2,000 contribution limit (and has no income limits). Because of these 
provisions, the Administration's proposal is more favorable for middle­
income households than the Leadership proposal. Needless to say, it is 
much less favorable for high-income households.

Both the Administration and the Senate Leadership would lift the income limits 
for deductible IRA contributions by taxpayers who are covered by an employer- 
sponsored retirement plan.
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The Administration and the Leadership each include a package of education tax 
incentives in their proposals. The two approaches to aiding education differ 
substantially.

for post-secondary education expenses and in the event of long-term unemployment. 
The Administration proposal also would allow withdrawals for first-time home 
purchases, while the Leadership proposal would allow withdrawals for business start­
up expenses.

The Leadership plan takes a different approach to education incentives. It would 
allow taxpayers to save funds (up to $1,000 per child per year) in education investment 
accounts that operate in a manner similar to how the IRA Plus accounts would function 
— that is, contributions to these accounts would not be deductible but interest would be 

The Administration proposal also includes a new 10 percent tax credit for small 
businesses that provide educational assistance to employees. The credit would be 
available for the calendar years from 1998 through 2000. In addition, the proposal 
expands the circumstances under which the forgiveness of a student loan is not 
considered income to the former student. Finally, the exclusion under current law for 
employer-provided educational assistance is extended through calendar year 2000.

The Administration's concentration of new IRA benefits on families with incomes 
below $100,000 greatly reduces the cost of its IRA proposal relative to the Senate 
Leadership's proposal, although the cost still is significant and likely to grow 
substantially in future years (because of the inclusion of both backloaded IRAs and the 
rollover gimmick in the Administration's IRA provision). The Administration's IRA 
proposal would cost $5.5 billion over the first five years, as compared to the $32.6 billion 
cost of the Leadership proposal. In 2002, the Administration proposal would cost $1.7 
billion while the Leadership proposal would cost $10 billion.

The Administration would allow taxpayers to take either a tax credit or a 
deduction for the cost of post-secondary education and training (but not both). A non- 
refundable tax credit would be available for the cost of the first two years of post­
secondary education, up to $1,500 per student each year. Alternatively, up to $10,000 of 
higher education expenses, including expenses of some skill training programs, could be 
deducted from gross income. The maximum deduction would not vary with the number 
of students in a family. These education benefits would be available only to middle­
income families; they are phased out for joint filers with incomes between $80,000 and 
$100,000 and individuals with incomes between $50,000 and $70,000. The income limits 
would be indexed for inflation beginning in 2001.
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permanently free of tax. All taxpayers, regardless of income or use of other types of tax­
advantaged savings accounts, would be eligible to make such contributions.

The Leadership proposal also would eliminate taxes on withdrawals from 
qualified state tuition programs that are used for education expenses and would exclude 
from taxation the payments students receive under federal work-study programs. 
Finally, the Leadership proposal would make permanent the exclusion under current 
law for employer-provided educational assistance; the Administration would extend this 
exclusion only through 2000.

The Administration's tax initiatives for education are more costly than the 
Leadership proposals during the first five years, despite the fact that both the deduction 
for employer-provided educational assistance and the credit for educational assistance 
provided by small businesses would expire after 2000. The Administration proposals 
would cost $38.5 billion during the five-year period, compared to the $7.1 billion cost of 
the Leadership provisions.

In addition, the Leadership proposal would allow moderate-income taxpayers to 
deduct interest paid on qualified education loans during the first five years that interest 
payments are required on the loans. This deduction would be phased out for joint filers 
with incomes between $65,000 and $85,000 and individuals with incomes between 
$45,000 and $65,000.

Senate Leadership 

$109.0

33.1

32.6

18.4

7.1 

n/a 

$2003

38.6 
$161.9

Child Tax Credit

Capital Gains

IRA

Estate Tax

Education

Other

Total Cost

Offsets (potential offsets)

Net Cost________________
Sources: Cost of the Administration tax cut proposal is taken from The Budget for Fiscal Year 1998, while the cost of 
the Senate Leadership tax plan was estimated by the Joint Committee on Taxation, January 21, 1997. Because the 
estimates for the Administration plan were made by Treasury and those for the Leadership plan by the Joint 
Committee on Taxation, they may not be precisely comparable.

Appendix Table 1
Comparison of Cost of Administration and Senate Leadership Tax Plans, 1997-2002 
_____________________________(billions of dollars)

Administration

$46.8

1.4

5.5

n/a

37.1

9.0 

$99.8 

79.0 

$20.8
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Senate Leadership

$20.2

15.2

10.0

5.7

1.6 

n/a 

$52.8

7.8 
$45.0

Child Tax Credit

Capital Gains

IRA

Estate Tax

Education

Other

Total Cost

Offsets (potential offsets')
Net Cost________________

Sources: Cost of the Administration tax cut proposal is taken from The Budget for Fiscal Year 1998, while 
the cost of the Senate Leadership tax plan was estimated by the Joint Committee on Taxation, January 
21,1997. Because the estimates for the Administration plan were made by Treasury and those for the 
Leadership plan by the Joint Committee on Taxation, they may not be precisely comparable.

Appendix Table 2 
Comparison of Cost of Administration and Senate Leadership Tax Plans in 2002 

(billions of dollars)

Administration

$10.4

0.2

1.7
n/a

9.4

1.1 

$22.8

17.8

$5.0



c,r-1O-�4 O6:O!PM FROM DEMOCRATIC POLICY TO 94562878 

August 11, 1994 
Publication: SR-29-Economy (UPDATED) 

UPDATE 

Dire Predictions and 

Economic Realities 

What They Said About 
The Clinton Budget and 

What Actually Has Happened 

DPC Staff Contact: David Corbin (202-224-3232) 

DPC Media Contacts: Debra Silimeo (202·224•3232); Diane Dewhirst (202·224•2939) 



08-10-94 06:0!PM FROM DEMOCRATIC POLICY TO 94562878 

Dire Predictions and 

Economic Realities 

Introduction 

P003/0!0 

During the Senate debate on the Clinton economic plan in August. 1993, 
opponents of the plan were full of dire warnings about the harm the 
Administration's policies would wreak upon the country. Furthermore, they 
claimed that supporters of the Clinton plan wero not loveling with the American 
people about its contents and what it would do to the country. 

Senator Phll Gramm charged: 

"We have felt some frustration In trying to get the American people to 
understand that they were not being leveled with [emphasis added]." 
(CR, August 5, p. s 10520) 

On this, the first anniversary of that historic deficit reduction plan, the 
Democratic Policy Committee is reissuing this special report. The following 
dire predictions about the Administration's economic plan and charts showing 
the actual performance of the economy under that same plan illustrate who 
was and who was not leveling witl'J the American people. 

DPC Special Report - Dire Prtldictions and Economic Realities p. 1
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Economic Growth 

Dire Predictions 

P004/0!0 

Senator Phll Gramm: "We are buying a one way ticket to a recession.• ( CR. 

August 51 p. S 1 0520) 

Senator William Roth: •n1t will flatten the economy.· ( CR, August 6, 
p. S 10665)

Senator Pete Domenici: "This plan cannot help the economy in the short 
term." ( CR, August 6, p. S 1071 O) 

Economic Reallty 
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DPC Special Report - Dire Predictions and Economic Realities p.2
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Jobs 

Dire Predictions 

Senator John Chafee: 'This bill before us this evening, regrettably, is a jobs 
killer." ( CR, August 6, p. S 10702) 

Senator Connie Mack: "This bill will cost America jobs, no doubt about it." 
(CR, August 6, p. S 10645) 

Senator Orrin Hatch: 11Make no mistake, these higher rates will cost jobs." 
( CR, August 6, p. S 10709) 

Senator Charles Grassley: 11 1 really do not think it takes a rocket scientist to 
know this bill will cost jobs.• ( CR, August 6, p. S 10699) 

Economic Reality 
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The Deficit 

Dire Predictions 

P006/010 

Republican Leader Bob Dole: "President Clinton knows, Senator Kerrey 
knows, I know, and the American people know that the plan does not tackle 
the deficit head on. 11 (CR, August 6, p. S 10712) 

Senator Larry Pressler: "[T]his plan would not reduce our a nnual defi cit 
below $200 billion." (CR, August 6, p. S 10674) 

Senator William Roth: •This one will not reduce the deficit either." ( CR, 

Augu5t 6, p. S 10666) 

Economic Reality 

The Federal Deficit
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Source: CBO/JEC; •updated CBO figures. scheduled to be released later this month. are 
expected to show that the FY , 994 deficit will tall to about $200 billion. 
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Government Spending 

Dire Predictions 

Republican Leader Bob Dole: "Do not kid anybody. Nobody is going to cut 
spending around here. Spending cuts -when will they come? Do not hold 
your breath, America. Do not hold your breath waiting for spending cuts." 
( CR, August 6, p. S 10713) 

Senator Strom Thurmond: "It contains no real spending cuts to reduce the 
deficit or improve our Nat.Ion's economic outlook.'' ( CR, August 6, p. S 10638) 

Economic Reality 

Fact: 

"We have frozen discretionary spending. Except in emergencies, we cannot 
spend an additional dime on any program unless we cut it from another part 
of the budget .... Some 340 discretionary programs were cut in 1994, and our 
new budget cuts a similar number of programs. These are not the kind of cuts 
where you end up spending more money. These are true cuts, where you 
actually spend less." (Budget Message of the Pre$ident, February 7, 1994) 

Outlays 
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Source: CBO/JEC: •Updated CBO figures are scheduled to be released later this month. 
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Income Taxes 

Dire Predictions 

POOB/010 

Republican Leader Bob Dole: "So in a few minutes all those Americans 
watching on CNN and C-Span, put down your remote control and grab your 
wallet. because our taxes are about to go lJp." (CR, August 6, p. S10711) 

Economic Reality 

Fact: 

"About 11 o mllllon Americans will file Individual tax returns nex t Spring. On 
108 million of them, taxes will take a smaller bite than they did last year .... The 
fact is, more than 98% aren't affected by the higher income-tax rates." 

Fact: 

l<iplinger's Personal Finsne11 Magazins, 
October 1993, p. 44 

•only a sliver of tax filers-about 1.2 percent-will face a higher income tax
bill on April 15, because of the Clinton Administration's economic program,
according to the Congressional Budget Office."

Fact: 

Washington Post 
January 13. 1994

•Middle-income taxpayers, 82.2 percent of all taxpayers, will see no change
in their income tax rates. In fact, if income remains the same, they will
continue to receive a small tax cut each year because the tax brackets,
exemptions, and standard deductions are indexed; that is, they are adjusted
for infla·tlon each yaar.... Lower-income taxpayers ( 16.6 percent of all 
taxpayers) benefit from Earned Income Credit Expansion.u 

• Analysis of the Income Tax Consequences
of the 'Revenue Reconciliation Bill of 1993'"
H&R Block, Inc., Augusr 1993 

DPC Special Report - Dire Predictions and Economic Rea/Mies p.6
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Fact 

•There are still non-believers around who at present emphasize the demand­
dampening potential of the raising of taxes last summer, especially come April
15 when significant new payments are due for the first time. At Morgan , we,
in the economics group, view the higher tax rates as of minor Importance In
the broader scheme of things. They affect only people in the top brackets,
whose currant spending unlike most other people's , need not change much,
if at all.

Fact 

Morgan Guarantee Trust, 
"Economic Outlook, 1994 and Beyond", 
RemarkS by Wllllam M. Cadette, 
January 27, 1994 

"If the Republicans were simply wrong on their economic predictions. they 
were disingenuous on taxes. The claim that this was a huge tax increase on 
most Americans was a fraud. Income taxes were boosted for only the most 
affluen t taxpayers, about 1.4 million, or little more than one percent of the 
taxpaying population. The top Federal rate was raised to 39.6 percent, stlll 
well below the 50 percent rate that existed In 1986, six years into the Reagan 
Administration." 

•Last Year's Budget Deal Was A Success:
Albert R. Hunt. Wall Street Journal.

August 4, 1994

DPC Special Report - Dire Prediction$ and Economic Realities p.7 
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· Conclusion

Dire Predictions 

POI0/010 

Senator Bob Packwood; •so I will make you this bet. I am willlng to risk the 
mortgage on it, Mr. President. One year from now ... the deficit will be bigger 
than we are now predicting .... {T]he deficit will be up, unemployment will be 
up; in my judgment, Inflation will be up.11 (CR, August 6, p. S 10628) 

Senator Phil Gramm: •1 want to predict here tonight that if we adopt this bill 
the American economy is going to get weaker and not stronger, the deficit four 
years from today wlll be higher than it is today and not lower .... When all ls said 
and done, people will pay more taxes, the economy will create fewer jobs, 
Government will spend more money, and the American people will be worse 
off: ( CR, August 5, p. S 10520) 

Senator Connie Mack: "This plan will not work.• ( CR, August 6, 
p. S 10645)

Economic Reality 

Alan Sinai of Lehman Brothers reports: "This is the healthiest the 
American economy has been in 30 years. "1 

Federal Reserve Chairman Alan Greenspan reports: ''The outlook for the 
American economy Is as bright as it has been In decades. Economic activity 
has strengthened. Unemployment Is down. And price trends have remained 
subdued. In addition, unlike some eartier periods, business spending on new 
plants and equipment has been an Important contributor to growth. The 
strength in investment will enhance economic efficiency and lay the founda­
tion for the productivity gains that will bolster the economic welfare of our 
Nation."2

Senator Bob Packwood: "I was wrong." (Quoted in "Last Year's Budget 
Deal Was A Success," Wall Street Joum;:i/, August 4, 1994) 

1 Washington Post, March 2. 1994. 
2 Testimony to House Budget Committee, June 22, 1994. 
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DCCC NEWS 

NO.810 002 

flFMOCRA TIC CONGRESSIONAL CAMPAIGN COMMITTEE 

Vic Fazio. D-(A. Ch;mman 

C< )MMUNICATIONS C )FFICE; 

(202) 485-3407

FOR IMM'EDl'.ATE 'REI,E�E 
March 3, 1994 

CONTACT: Mike C�sey 
Betsy Mullins 
202/485·3407 

Statement by pccc Chair:nan Vic Fazio CCA> 

"With the President's economic plan last year. we ma.de the cough 
choices tha.t put the economy back on a solid foundation. There•s 
still a lot of work to be done to spread this recovery to the 
entire countey, but by all objective measures, things are moving 
in the right direction. 

"More importantly, the deficit cutting we did last year and the 
economic agenda we set showed the difference between Congressional 
Democrats and Republicans. We're for turning the economy and the 
country around with tough choices. They just like to say no. 

'' In other words , they s cand fer nothing. 

"If you say the sky will fall and it doesn't, you should be held 
accountable. 

"Republicans are going to have do something more in the governing 
process besides saying • no I or 'me too. ' Voters want to know what 
you stand for, not what you•re against. 

''Last year I s Republican gloom and doom scare tactics are 
symptomatic:: of a party that has no ideas. The accuracy of their 
predic�ions should be a good measure of credibility they deserve 
from voters this year. 

430 SOUTI I C:At>ITOL STREET• Wl\,HINCTOI';. D.C. �!Xl<U • <20Zl 8b),1.�00 

CONTRI0UTl()N'.'; ro THE DCMOCl::,\TI( CONGRESSIONAL (..>.MPAIGN COMMITTFF ARE N(ll I/\X nFDUCTIBLL. 
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Ohio Democratic Party 

N0.810 Gl03 

37 WestBroaa Street• Suite 430 •Columbus.Ohio 43215 

Phone (614) 221-6563 • Fu (614) 221-0121

March 4. 1994

The Honorable John Ka.sich 
12th Congressional District-Ohio
House Office Bwldin1 
Washington DC 20515

Oea:Ccna,cssman.Kasich. k, 
1 am Writina today to c� you on your decision to join the Ohio Dcmccntic Pany. I
bavc ewosed chc-ncedcd uwcrialJ for your recmnuon as a Democrat in � State of Ohio. 

Tbr0ugh0Ul our tcnura in the Chia Sezwa. I always knaw that you may come around to our side 

someday. rm glad to see that you tlully are convinced by our nation's economic numbers. or
course, you do iulize ttw we mould sit down and work on some of the other issues that you m&y
also wish to reconsider u you make this transition intc Obio's Democratic Pany. 

We welco� your conversion and are proud of you for finally making t.hc right �ision.

Your cld friend.

(ll� 
HmyMcshel
Chair 

S.iy YES tn the: OHIO POLITICAL PARTY FUND Cl�•o!i on yu� Oh10 Tu R.cu.im. 
· • -· .• . - "·-·· u.- u.-.. '"'·:· u ...... n ....... �-·· >Ill'• 4)(1. ,:o1iim1N,. Ollie o:15.
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March J, 1994 

The Honorable Newt Gingrich 
2428 Rayburn House Office Building 
Washington, DC 20515 

Dear Representative Gingrich: 

N0.810 

Congratulations! You are a recipient of the 1994 "Chicken Little" 
award for your misguided and outrageous predictions about President 
Clinton's plan to rebuild the economy. 

Today, the economy is on the rebound. Job growth is up. 
Unemployment and interest rates are down. consumers and 
busineaaes alike are taking advantage of the improved economic 
prospects. 

This, I suspect, comes aa a surprise to you. Your comments last 
year during the debate on the President's budget made it very clear 
you thought the President's plan to invest in our people while 
cutting the deficit was the wrong prescription for a sick economy. 

Millions of Americans in every region of the country are now 
benefitting from the economic recovery. While there is much work 
to be done, we have made real progress. 

I hope we can count on you to play a constructive role in our 
continuing efforts to improve the lives of America's hard working 
families. Join us in looking forward instead of looking for the 
sky to fall. 

Chairman 

004 
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03/03/94 

ru11 ouote1 

senate Minority Leader Robert Pole <KS>; 

"Do not kid anybody. Nobody ia going to cut spending around here. 
Spending cuts - - when will they come? Do not hold your breath, 
America. Do not hold your breath waiting for spending cuts." 

•· Congressional Record p. 910713 (8·6·93)

Rep, Newt Gingrich <R-GA>; 

"I believe this will lead to a recession next year. This is the 
Democrat machine's receaaion, and each one of them will be held 
personally accountable." 

•· GOP Presa Conference House TV Gallery (8·5·93)

Governor William weld (R·MA>; 

"'The president has effectively embraced vacuum economics, but our 
economic prosperity could be sucked dry, • Weld said during a 
morning press conference. 'The tax cuts filed today are intended 
to keep the Clinton taxes from derailing our economic momentum here 
in Maaaachuaetta.'"

•· Tha Boston Globe {8·12-93)

&ea, John Doolittle IE·CA>; 

"It is a serious fiscal risk for this country to end up after the 
largest tax increase in history and energy tax that is going to 
cost 600,000 jobs, and the effect of the other caxes in the Clinton 
plan may be to coat 1 l/2 to 2 million jobs, and then we end up 
with an enormous annual deficit .... It is going to gee worse if we 
enact the Clinton plan .... It is a disaster.� 

congressional Record H-2799 (5•25•93) 

-more-
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Rep, Bill Baker (R-CA); 

"We're a.bout to consider the largest tax increase in the history 
of this republic. It is a quagmire for America, $300 billion, 
think about it, it is frightening. This bill and all its 
implications will be recessionary, :.nflationary and just bad 
economic policy.n 

Inside Politics, CNN 5/4/93 

Rep, John Myers (R-INl; 

"So, Mr. Speaker, this is not the way to stimulate the economy. It 
is not the way we ought to be doing businees .... Just freeze 
everything at ·1ast. year's level, and let revenue catch up to it,

and let the economy continue co recover." 

-- Congressional Record H-6237 (8-5-93)

Rgp, Henry Bonilla (R-TXl; 

"This plan is a job killer. It's going to take a tremendous 
amount of money out of the hands of the working people and the 
small businesses in this country and put it into big government, 
and I don't think that"s what we need right now." 

•· MacNeil/Lehrer Newshour (5·26-93)

Senator William Roth (R-DEl; 

"Even the strongest advocates of this tax-and-spend package are 
warning that it will be contractionary -- chat it will flatten the 
economy. They are trying to persuade Alan Greenspan to loosen the 
money supply -- juat what the Government did under Jimmy Carter. 
And we all remember the results of those failed policies -- that 
era of malaiaa. When the moat strident supports of this tax-and­
spend program are warning that it will hurt the economy how can we, 
in all seriousnesa, be expected to pa■s it and place it directly 
on the backs of hard-working Americans.ft 

•· Congressional Record p.Sl0665 (8·6·93)

-more-
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senator Phil Gra,mm (R-TXl; 

"Mr. President, I thought :his debate was about jobs. We cannot 
create more jobs by taxing the people who create them. And I know 
we have a lot of rhetoric here about how we do not feel sorry for 
Joe Brown & Son Hardware Store if they are making $140,000 a year. 
I am not worried about Joe Brown because he is running that 
hardware store and working hard. My guess is he will survive not 
only the receaeion but the tax increase. We are going to make it 
harder for him, but I am very worried about the people who would 
like to work for him. 

"I am worried abouc these retroactive taxes. We are buying a one­
way ticket to a recession. He is not going to able to add an 
additional room on his hardware store. He is not going to be able 
to put three more people to work. And the cumulative effect of all 
of that is going to be that the American economy is worse oft." 

-- Congressional Record p.S 10520 (8-5-93)

Rep, John KAeich (R-OH) i

"Listen, I mean whether it's a McGraw Hill, whether i:.' s Dean 
Witter, whether it• s Goldman Sachs, whether it• s the National 
Aasociation of Manufacturers, all o! these firms say this is a job 
killer. I mean, you can't raise caxes and have a bigger federal 
government in order to create incentives for people. Look at. 
interest rataa how low they are. Do you know why they' re low? 
They' re low because people don• t have confidence that they can 
borrow because conaumers are in a pesaimistic mood. 

"This plan will not work. If it waa to work, then I'd have to 
become a Democrat and believe that more taxes and bigge_r government 
is tha answer and it's not what the president ran on during the 
campaign. Preaident Clinton is much different than candidate 
Clinton and that's the frustration." 

# 
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THE SKY THAT NEVER FELL 
A SNAPSHOT OF THE A\1ERICAN ECONOMY 

a 1. 7 �lillion New Jobs: [n the first year of the Clinton Administranon. over l. 7 million new private
sei:tor jobs have �een created •· rnore than were c=-eated 1r. the previous four years combined. 

• Record Low Interest Rates: Because of low interest rates in 1993, 5.4 million Americans refinanced
their homes, saving S 10 billion. For example. a family wich a $100,000 mongage who refinanced and saved
two percentage points will save $1.700 per year.

• Historic Deficit Reduction: The President's economic plan will cut the deficit by nearly $500 billion
over the next five years.

• Tax Cut !or Workin& Families: In 1994, l5 miiiion working families with incomes of $23,755 or
less will receive a tax cut in the form of the Bl.med Income Tax Credit.

• Restoring Tax Fairness: According to the Congressional Budget Office. only l. 2 percent of caxpayers
filing this year will face higher income taxes due to the President's economic plan. This small tax increase
affects only the we.althiest Americans•· households making S185,000 or more. In fact. H&R Block reponed
that 16.6 percent of American families will receive a tax cut in 1994 under the President's plan.

• Record F.conomic Growth: The economy grew 7.5 percent in the founh quaner of 1993 .

Today,s Healthy Economy has Prompted the Following Comments 
by Economic Experts and News Organizations 

"The actions taken last yc:ir to reduce the federal budget deficit have been instrumental in creating the basis 
for declining inflation expectations and casing pressures on long-term interest rates. Although we may not all 
agrc.e on the specifics of the deficit reduction measures. the financial markets arc apparently inferring that. on 
balance. the federal government will be competing less vigorously for private saving in the years ahead. Partly 
because of these structural adjustments. the foundations of the economic expansion are looking increasingly 
well-entrenched." 

Alan Greenspan. Chairman, Board of Governors of the Federal Reserve System,· 
1/31/94 Testimony before the Joint Economic Committee. 

"The outlook, as a result of subdued inflation and still low iong•term interest rates, is the best we've seen in 
decades." 

Alan Greempan, l/22/93 Testimony Before the Suncommittee on Economic Growtb and Credit 
Formntioo, House Banking, Finnoce and Urban Affain Committee.

"This is the healthiest the American Economy has been in 30 ycan." 
Alan Sinai of Lehman Brothers as Reported by the Washington Post, 3/2/94. 

"The economic recovery is now moving from Wall Street to Main Street. There will be less money rlowing 
into the financ1al economy, and more flowing into the real economy. 

David Shulman of Salomon Brothers as Reported by the Washington Post, 3/2/94. 
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"To President Clinton's credit. early last year he rejected an eithertor construction for U.S. growth versus 
deficit rt:duction. Clinton's blutµnm for c:<.vriomt� rev 1,. � has o!I Its cc;uerp1ece a m .i!ti-ycar pr.;gr�m of .:!cficit 
reduction. but 1t promised higher growth in the short run. A move to resmun deficit spending, he wagered. 
would both lower U.S. long-term interest rate.s and energi1.e U.S. intere�t sensitive �ectors. Lower deficits. 
lower long-tcnn rates and higher real growth was the overall promise. With the data now rolling in for 
December 1993, it seems clear that President Clinton delivered on all three counts over the second half of the 

year."
Lehman Brothers. 1/10/94. 

"Both Clinton and the economy head into 1994 on the momentum from a strong showing at the end of 1993. 
Lower long-term interest rates. for which the White House can take partial credit. helped to rev up spending 
for cars, homes, and durable goods generaily. boosting factory orders and production, while better growth in 
jobs and incomes kept people happy. The good news for the first quarter is that the fundamentals that lifted 
the economy at the end of last yCM remain in place. ready to support job growth this quarter.'' 

Business Week, 211194. 

"The danger is that Washington's ideological clamor will drown out a quiet economic truth: La.st ytar's budget 
package changed fiscal policy significaruly, and rhe economy i.s already responding. The yield on a 10-ye.ar 
Treasury note averaged just 5.9 percent in 1993. compared with the 6. 7 percent forecast by CBO one year ago 
and consumer spending moderated to 2. 7 percent down from 3 percent that CBC has predicted. Clinton· s 
budget for fiscal 1995 will project a deficit roughly S178 billion· a dramatic improvement over the S230 billion 
shortfall that economists pre.dieted just one yCM ago. Clinton will propose freezing or cutting budgets at 10 
of 14 cabinet agencies and eliminating perhaps 115 separate programs." 

U.S. News & World Report. 2/14/94. 
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CmCKEN LIITLES: BY STATE 

ALABAMA 

Representative Spencer Bachus: 

" ... when President Bill Clinton spoke of a new direction in his State of the union 
Address. I assumed he was talking ai:>out bringing the deficit down. I was wrong. 
Unfortunately, he meant the deficit was going straight up." [ Congressional Record, 
3/2/93] 

ABJZONA 
Reprr.sentative Jim Kolbe: 

"The result is we will end up in the ditch." [Congressional Record, 3/18/93] 

"Like thieves in the night, this budget steais away this country's economic future." 
[Congressional Record. 3/31/93] 

Representative Jon Kyl: 
•[The President's economic plan] will ca\lle the economy to falter just as it is 
beginning to recover." [Congressional Record. 3/18/93] 

CALTmRNIA 

Representative Christopher Cox: 
•This is really the Dr. Kevorkian plan for our economy." [Congressional Record,
5/27/93]

Representative Robert Dornan: 
"The problem with our economy is that there is too little employment and too little 
growth. This plan will do nothing to improve that condition and will actually make it 
worse." [Congressional Record, 8/S/93] 

"And the fact that it will do nothing to reduce the deficit in any significant way is 
another reason to reject this tax monstrosity - the largest redistribution of wealth in 
our Nation's history." [Congressional Record, 8/5/93] 

•Not a single Federal program will be eliminated. Not a one." [Congressional
Rtcord, 8/5/93]

CHICKENS 3/17/94 11:32anl 
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Representative WaUy Berger: 
"The simple fact is the Clinton plan will not lower interest rates. ll will not lower 
inflation. It will not create jobs. And it will not lower the deficit. The Clinton tax 
plan will spur inflation, lose jobs, increase the deficit and bun our economic growth." 
[ Congressionm Record. 8/5/93] 

Representative John Doolittle: 
"It is a serious fiscal risk for this country ... [The deficit] is going to get worse if we 
enact the Clinton plan ... It is a disaster... [ Congrtssional Record, 5/25/93] 

Representative Bill Baker: 
.. We're about to consider the largest taX increase in the history of this republic. It is 
a quagmire for America, $300 billion. think about it, it is frightening. This bill and 
all its implications will be recessionary, inflationary and just bad economic policy." 
[Congressional Record. 5/4/93] 

COLORAOO 

Representative Joel Hefley: 
•This plan will damage the economy, increase Government spending and fail to cut
the deficit by anything near S500 billion. It's a bad plan and we should reject it."
[Congressional Record, 5/27/93]

" ... will raise our taxes, increase the deficit and kill over 1 million jobs ... 
[Congressional Record, 8/4/93] 

Representative Wayne Allard: 
•1n summary, this plan has a fatal flaw • it docs not reduce the deficit.''
[Congressional &cord. 5/27/93]

DELAWARE 

Senator William Roth: 

·u will flatten the economy." [Congressional Record, 8/6/93]

·nus one will not reduce the deficit either." [Congressional Record, 8/6/93]

CHICKENS 2 3/17/94 11:38am 
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"Even the strongest advocates of this LU-and-spend package arc warning that it will 
be contractionary -- that it will flatten the economy. They arc trying to persuade 
Alan Greenspan to loosen the money supply -- just what the Government did under 
Jimmy Caner. And we all remember the results of those failed policies -- that era of 
malaise. When the most strident supponers of this tax-and-spend program arc 
warning that it will hun the economy. how can we, in all seriousness, be expected to 
pass it and place it directly on the backs of hard-working Americans." 
[Congressional Record, 8/6/93] 

F1..QBWA 

Senator Connie Mack: 
"This bill will cost America jobs. no doubt about it." [Congressional Record. 8/6/93" 

"This plan will not work." [Congressional Record, 8/6/93] 

Representative Charles Canady: 
"Either Congress rejects this destructive budget or the national economy will be 
stalled for years to come." [ Congre.ssional Record. 8/5/93] 

Representative Porter Goss: 
"Clintonomics means that an average family's taxes will go up. It means that prices 
for necessities will go up." [Congre.ssional Record, 3/18/93] 

RepresentatiTe Clifford Stearns: 
" .. .It will be the kind of impact that th.is country can't absorb. It will slow econo.n: 
growth to the massive federal deficit. .. - [Congressional Record. 3/17/93] 

GF.QBGJA 

Representative Newt Gl.ogrich: 
•1 believe this will lead to a recession next year. This is the Democrat machine's
recession. and ea.ch one of them wiJl be held personally accountable." [House Gall
8/5/93]

" ... greatly increases the likelihood of a recession." [Wt.Uhingron Post, 8/8/�3] 

Representative John Linder: 
·nus program will not work. We will have higher deficits, Mr. Speaker. and I u
everyone to defeat this package." [Congressional Record, 3/17/93]

CHICKENS 3 3/17/94 11 :: 
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KANSAS 

Republican Leader Bob Dole: 
"President Clinton knows, Senator Kerrcy icnows, I know, and the American people 
know that the plan does not tackle the deficit head on." (Congressional Record, 
8/6/93] 

"Do not kid anybody. Nobody is going to cut spending around here. Spending cuts -
when will they come? Do not hold your breath, America. Do not hold your breath 
waiting for spending cuts." ( Congressional Record, 8/6/93] 

KENTUCKY 

Representative Jlm Bunning: 
"It will not cut the deficit. It will not create jobs. And it will not cut spending." 
[Congressional Record, 8/S/93) 

MAINE 

Senator John Chafee: 
"This bill before us this evening, regrettably, is a jobs killer." [Congressional Record, 
8/6/93] 

MASSACHUSE r1s 

Governor William Weld: 
"The president has effectively embraced vacuum economics, but our economic 
prosperity could be sucked dry.� [Boston Globe. 8/12/931 

MICHIGAN 

Representative Joseph Knollenberg: 
11 

• •• will destroy jobs, weaken this nation's economy. 11 [Congressional Record,
3/17/93] 

MINNFSQIA 

Representative Jim Ranmad: 
" ... will stifle economic growth, destroy jobs, reduce revenues, and increase the 
deficit." [Congressional Record, 3/17/93] 

Representative Rod Gnum: 
" ... the price will be the lost jobs of million of working Americans." [ Congressional 
Record, 8/5/93] 
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MISSOURI 

Representative Mel Hancock: 
"And I can tell you from personal experience, this tax bill will stifle investment, 
clobber small business and destroy jobs." [Congressional Record, 5/27/93] 

NEVADA 

Representative Barban Vucanovich: 
"Mr. Speaker, we all want deficit reduction but this is not the time to roll the dice on 
the economy and gamble on new taxes." [Congressional Record, 5/27/93] 

NEW JERSEY 

Representative Dean Gallo: 
"I urge my colleagues in the strongest possible terms � resist this invitation to 
nationwide economic disaster. Oppose the budget reconciliation bill." [Congressional 
Record, 8/S/931 

NEW MEXICO 

Senator Pete Domenid: 
"This plan cannot help the economy in the short term." [ Congressional Record, 
8/6/93] 

NORTH CAROLINA 

Representative Charles Taylor: 

OHIO 

'' ... we can drive this country back into recession by passing this bill." [ Congressional 
Records, 8/5/93] 

Representative John Kaslch: 
" ... We're going to find out whether we have higher deficits, we're going to find out 
whether we have a slower economy, we're going to find out what's going to happen 
to interest rates, and it's our bet that this is a job killer ... " [GOP Press Conference, 
8/3/93] 

"Do you know what? This is your package. We will come back here next year and 
try to help you when this puts the economy is the guuer." [Congressional Record, 
8/5/93] 
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"The Democrats have the job killer program." [Congressional Record, 3/18/93] 

"It's like a snake bite. The venom is going to be injected into the body of this 
economy, in our judgement and it's going to spread throughout the body and it's 
going to begin to kill the jobs that Americans now have." [Congressional Record, 
3/18/93) 

"This plan will not work. If it was to work, then I'd have to becom� a Democrat and 
believe that more taxes and bigger government is the answer ... " [ CNN, 7 /28/93] 

Representative Deborah Pryce: 
"The votes we take today will not be soon forgotten by the American voters. (They) 
will lead to more taxes, higher inflation and slower economic growth." 
[Congressionai Record, 5/27/93] 

Representative J obn Boehner: 
" ... we want to do something about reducing the budget deficits in this country and 
this budget resolution docs nothing, absolutely nothing to reduce the huge budget 
deficits that we have had." [Congressional Record, 3/31/93] 

OKLAHOMA 

Representative Ernest Istook: 
"I simply would like to state my opposition to this massive job-killing taX bill and the 
associated charade. Voting against HR 2264 is one of the proudest votes of my life." 
[Congressional Record, 3/18/93] 

OREGON 

Senator Bob Packwood: 
"So I will make you this bet. I am willing to risk the mortgage on it, Mr. President. 
One yeM from now ... the deficit will be big,er than we arc now predicting ... [11he 
deficit will be up, unemployment will be up; in my judgement, inflation will be up." 
[ Congressional Record, 8/6/93] 

PENNSYLVANIA 

Representative Rick Santorum: 
"I rise in opposition to this bill because it is bad for America, it docs not create 
jobs." [ Congressionai Record, 8/5/93] 
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Representative Curt Weldon: 
"I take no pleasure in se.eing this House pass a plan that will kill jobs. drive up 
inflation, hun businesses and squeeze the middle class." (Congressional Record, 
5/28/931 

NO.810 1:117 

"We will remember this vote when unemployment goes up, when in_flation goes up, 
when spending goes up, when the national debt goes up. No more blaming Reagan 
and Bush." [Congressional Record, 5/28/93] 

SOUTH CAROLINA 

Senator Strom Thurmond: 
"It contains no real spending cuts to reduce the deficit or improve our Nation's 
economic outlook." [Congressional Record, 8/6/931 

sou:m DAKOTA 

Senator Larry Pressler: 
"This one will not reduce the deficit.'" [Congressional Record, 8/6/931 

IEJAS 

Senator Phil Gramm� 
wwe arc buying a one way ticket to a recession." [Congressional Record, 8/5/93] 

. 

"And so 'what is clearly going to happen, if this bill becomes law, is that everybody 
in America who is making over $34,000 a year, who draws Social Security benefits, 
is going to have a new higher taX number on that line, and are going to pay more 
income taXcs." [Congressional Record, 8/6/93] 

"I want to predict here tonight that if we adopt this bill the American economy is 
going to get weaker and not stronger, the deficit four years from today will be higher 
that it is today and not lower ... When all is said and done, people will pay more 
taxes, the economy will create fewer jobs, Government will spend more money, and 
the American people will be worse off.• [Congrtssional Record, 8/5/93] 

Representative Dick Armey: 
"The impact on job creation is going to be devastating." [CNN, 8/2/93] 

"This plan is not a recipe for new jobs, more opponunities for our young people; or 
more secure retirement for our parents. It's a recipe for disaster." [Congressional 
Record, 8/.5/93] 
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" ... will grow the Government and shrink the economy. It will mean fewer jobs for 
ordinary Americans." [Congressional Record, 8/5/93] 

"Cle.rly this is a job-killer in the short run." [CNN. 8/2/93] 

"The economy will sputter along. Dreams will be put off and all this for the hollow 
promise of deficit reduction anci magical theories of lower interest rates. Like so 
many of the President's past promises, deficit reduction will be another cruel hoax." 
[Congressional Record, 8/5/93] 

"I will tell you, this program will not give you deficit reduction. It will be a disaster 
for the performance of the economy ... " ( CNN, 2/ 18/93] 

" ... the deficit will reach a re.cord high." [Congrtssionai Record, 8/5/93] 

Representative Henry Bonilla: 

UTAH 

"This plan is a job killer. It's going to take a tremendous amount of money out of 
the hands of the working people and the small businesses in this country and put it 
into big iovemment, and I don't think that's what we need right now." 
[MacNeil/Lehrtr Newshour, 5/26/93] 

Senator Orrin Hatch: 
"Make no mistake, these higher rates will cost jobs." [Congressional Record, 8/6/93] 
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■It's “deja vu all over again!”

>
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One year later, August, 1994, from the very people who brought us all those 
dire, unfounded predictions about the President's economic plan, come dire, 
equally unfounded predictions about the President's effort to reform our 
health care system.

Opponents of the Democratic agenda for change assert that the effort to 
ensure health care security to every American will wreck the American 
economy and destroy jobs. We’ve heard this song before. In the words of the 
sage of Yankee Stadium, Yogi Berra, this is “deja vu all over again!”

It is instructive to compare what the opponents of change predicted about the 
President's economic plan with what really happened, and then, to look at 
what they are predicting for real health care reform and what impartial 
credible sources say will happen.

In August, 1993, Senate and House Democrats and the Clinton Administra­
tion enacted an economic blueprint to put the American economy “back on 
track” and launched the largest deficit reduction program in history. Oppo­
nents of change continuously tried to sabotage this much-needed effort with 
wild, reckless and irresponsible charges about the plan. They said the 
Democratic economic plan would wreck the economy and kill jobs. Instead, 
the economy grew rapidly and so did jobs.

Dire Predictions 
on Health Care Reform



I

They Said the Sky Would Fall...

Senator William Roth: “[l]t will flatten the economy.”2

Instead the Sun Came Out

The Clinton plan has helped, not hurt, economic growth:
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Alan Sinai of Lehman Brothers reports: “This is the healthiest 
the American economy has been in 30 years.”4

Senator Pete Domenici: “This plan cannot help the economy 
in the short term.”3

In 1993, opponents of change charged that the Clinton economic plan would 
wreck the economy:

Senator Phil Gramm: “We are buying a one-way ticket to a 
recession.”1

Federal Reserve Chairman Alan Greenspan reports: 
“The outlook for the American economy is as bright as it has 
been in decades. Economic activity has strengthened. 
Unemployment is down. And price trends have remained 
subdued. In addition, unlike some earlier periods, business 
spending on new plan and equipment has been an important 
contributor to growth. The strength in investment will enhance 
economic efficiency and lay the foundation for the productivity 
gains that will bolster the economic welfare of our Nation.”5



They Said We'd Lose Jobs...

...But Jobs Grew — Rapidly!
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The Clinton economic plan has produced tremendous job growth. According 
to the Joint Economic Committee:

• lnthefirst18monthsofPresidentClinton’sterm,4.1 millionnew
jobs have been created.

• The Clinton Administration is creating jobs at the rate of 7,445 
jobs per day.

Senator Connie Mack: “This bill will cost American jobs, no 
doubt about it.”6

• In 1-1/2 years, the Democratic economic program has helped 
create 1.6 million more jobs than were created during the entire 
four years of the Bush Administration.

Senator Orrin Hatch: “Make no mistake, these higher rates 
will cost jobs.”7

In 1993, opponents of change claimed that the Clinton economic plan would 
destroy jobs:

• The unemployment rate was 7.1 percent when President 
Clinton took office in January, 1993. It is now 6.1 percent.



There They Go Again!
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’The National Federation of Independent Businesses (NFIB) has released studies by Consad claiming that the 
Health Security Act(HSA) would lead to the loss of hundreds of thousands, perhaps millions, of jobs. NFIB is the 
organization that has released nine job loss reports in the last eight months. Consad is the organization that claimed 
that Clinton's economic policies would threaten "up to 20,000 jobs in Illinois." On the contrary, nearly 100,000 jobs 
have been created in Illinois under the Clinton Administration. (Consad Research Corporation, study for NFIB, 
■Employment and Related Economic Effects of Health Care Reform"; Bureau of Labor Statistics.)

’’While most quotes in this report refer to the HSA, opponents are saying the same thing about any reform plan that 
includes shared employer-employee responsibility. Most of the independent analyses were performed using the 
HSA's employer proposals as their models. The real life experience of Hawaii — which has had an employer-based 
system in effect for two decades, is evidence that such a system works —and is good for business.

Once again, opponents of change are trying to convince the American people 
that the sky will fall if we enact the Democratic agenda for change. But 
independent and impartial analyses reveal that they are wrong again.**

Senator Thad Cochran: “[SJaddling employers with the cost is the 
surest way to lose jobs, slow the economy, and fail to solve the need 
to reform the health-care system.”12

Senator Larry Pressler: “The job loss estimates from this employer 
mandate run from 600,000 to 3.1 million.”11

Senator Phil Gramm: “Mandates kill jobs, but even worse, they cost 
Americans freedom.”10

Sounds Like Politics, 
Not Policy Analysis

Senator Dan Coats: “America will pay a predictable price for heavy- 
handed government control in the quality of health care, in more 
government bureaucracy, in higher taxes, and in lost jobs.”9

Senate Republican Leader Bob Dole: “[l]t could end up costing a lot 
of jobs.”8

Now these same opponents of change are claiming that a comprehensive 
health care plan that guarantees all Americans real health care security will 
destroy jobs and hurt economic growth.*



The EBRI Study

The EPI Study

• will result in a net increase of 76,000 jobs by the fifth year; and 

• save the manufacturing sector $18 billion in 1994.

CBO’s Findings
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The Congressional Budget Office (CBO) found that the Health Security Act 
would have a negligible effect on employment.13

The Economic Policy Institute analyzed the impacts of the HSA on the 
manufacturing sector and the economy as a whole. It concluded that the plan:

• The varying estimates use different sets of assumptions about 
the cost of premiums under the HSA and about whether wages 
adjust to the change in total compensation.

• EBRI’s research indicates that health care reform could result 
in the creation of as many as 660,000 new jobs.

The Employee Benefit Research Institute (EBRI) is a nonpartisan, nonprofit 
research institute whose role in the health care debate is to provide objective 
information on the tradeoffs inherent in all the health care reform proposals. 
The Institute studied the methods by which different researchers have been 
able to arrive at widely different estimates on the employment effects of 
requiring employers to provide health insurance for their workers.

• Using a variety of assumptions, EBRI produced a range of 
estimates on the employment effects of the Health Security Act 
(HSA) ranging from 660,000 jobs created to 168,000 jobs lost. 
EBRI's research shows how sensitive these estimates are to 
the assumptions one makes when setting up a study — 
suggesting that we should look carefully at the assumptions 
that opponents of change use in their "studies."



Council of Economic Advisers

Brookings Institute

The Hawaii Example15

After Hawaii asked all employers to contribute to coverage:

J
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• the State’s unemployment rate dropped to one of the lowest in 
the Nation, while achieving near universal coverage through an 
employer mandate;

The Council of Economic Advisers (CEA), in conjunction with the Department 
of Labor, reported that there likely would be a net increase of more than 
600,000 jobs.

• health care costs have been controlled: While Hawaii ranks 
near the top of the States in cost of living, its average health 
insurance premium is near the bottom. For example, a family 
in Hawaii pays a premium of $263 a month, nearly half that of 
other States.

According to Joshua Weiner of Brookings Institute, comprehensive health 
care reform would lead to the creation of 750,000 care jobs in home health 
alone.14

The real life experience of Hawaii is perhaps the best evidence of how health 
care reform can be a practical force for economic growth and job creation. 
The State of Hawaii has moved closer to universal coverage than any other 
State by reforming and strengthening its traditional system of private, em­
ployer-based health care coverage. Furthermore, the State is a small­
business State, with 97 percent of its businesses employing fewer than 
100 people and 94 percent employing 50 or fewer.

• small business prospered as small business creation rates 
remained high (Between 1970 to 1991, the number of employ­
ers grew almost 200 percent.); and

• the State’s rate of business failures was less than half the 
national average;



Small Business Speaks

Furthermore, according to Peck:
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“Small business has been ill-served by those who spread rumor 
and misinformation and don’t communicate the facts. The more 
small business owners learn about health care reform, the more 
they will support it."

“Many small firms who currently provide health insurance to 
their employees actually will save money under the Health 
Security Act. In fact, the Wall Street Journal recently predicted 
that the President’s plan would provide a financial windfall for 
small business.”22

Robert A. Peck, speaking on behalf of the Small Business Coalition, a health 
care alliance that represents more than 578,000 small businesses employing 
more than 5.1 million people,21 explains:

Gary Sprague, owner of an independent trucking company in Mexico, NY, 
states:

"If you give me the ability to offer health care to my employees, 
I'll create a job tomorrow — my business will grow."'6



1

More Benefits to Workers and the Economy

No More “Job Lock”

Studies show that:

No More Welfare Lock

Research indicates that:

1
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Comprehensive health care reform would also help reduce “welfare lock" — 
the fear of losing Medicaid benefits available only to welfare recipients.

• more Medicaid recipients would work if they could keep more 
of their income and still receive health insurance.20

Comprehensive health care reform would eliminate “job lock.” Job lock 
occurs when workers remain in a job to avoid losing their health benefits.

• between 25 to 30 percent of American workers are afraid to 
leave their current job because of the risk of losing health 
insurance17; and,

• as many as one million of the four million welfare recipients 
would take jobs if there were continuous health care benefits19; 
and

• job lock impedes the ability of workers to move to jobs where 
they are more productive, forthemselves, theirfamilies, and our 
country. According to Ron Pollack, executive director of 
Families USA, job lock “stunts any sense of ambition and 
creativity that is supposed to be the hallmark of our job market... 
it ultimately impairs the economy.”18



*

Conclusion
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It would be unfortunate and may well be tragic if Republicans take this course. 
The heath and financial security of millions of working Americans and their 
families is at stake.

Republicans leaders are now being advised by key Republicans strategists 
to oppose any Democratic health care plan, "sight unseen." William Kristol, 
who chairs the Project for the Republican Future, advises in a memo to his 
party leaders, "Health care reform is now about politics, and absolutely 
nothing else."

The Republican assertions about the job loss associated with health care 
reform cited in this report were directed at the Health Security Act. It's clear 
that we will hear those same assertions again in the days ahead as 
Congressional Democrats consider other health care reform proposals.
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Last Year's Budget Deal Was a Success 
"Clearly, this is a jo/J-A-iller ill the sh11rt· 

ru11. The impact 011 job creation 1s goiny to 
be devastating." 

-Rep. Dick Armey (R., Texas), Aug. 2,
1993 

"The lax increase will . . .  lead to a re­
cession . . .  a111i will actually increase the 
deficit." 

-Rep. Newt Gingrich (R., Ga.), Aug. 5,
1993 

"I will make you this bet. I am willmg lo 
risk the mortgage on it . . .  the deficit will be 
up; 1111e111p/oy111e11t will /Je up; in my j11dg-
111e11t, inflation will be up." 

-Sen. Robert Packwood (R., Ore.),
Aug. 6, 1993 

It was exactly a year ago this week that 
the 1993 deficit reduction measure, with 
tax increases on wealthier Americans, 
cleared both houses of Congress by the 
narrowest of margins. 

Fortunately, Bob Packwood has a rea­
sonably small mortgage on his Washing• 
ton condominium. AU those d1re RepubU· 
can predictions have not materlallzed; un-

Politics & People 

employment is down, not up, the deficit is 
lower and ln0aUon hasn't risen. 

"I was wrong," Sen. Packwood ac­
knowledges with rare candor. "It reminds 
me of a fraternity brother who used to 
write down all or our New Year's resolu­
tions and then a year later had the audac­
ity to read them." 

Even the take-no-prisoners conserva­
tive Dick Armey displays a tinge of self-ef­
facement when asked about his Chicken 
Little predictions of a year ago. "Clinton 
has got to be the luclciest president ever," 
says the Texas Republican, who then 

adds: 'The one thing we didn't appreciate 
was the extent to which the economy 
would live orr the relaxed policies or the 
Federal Reserve." 

OK, let's take that latest Republican ra­
tionalization. This past Jan. 31, Fed Chair· 
man Alan Greenspan said: "The actions 
taken last year to reduce the federal bud• 
get deficit have been instrumental in cre· 
ating the basis for declining inflation ex­
pectations and easing pressures on long• 
term interest rates." In short, Mr. Armey, 
those "relaxed policies" were facllltated 
by the 1993 deficit reduction act that you 
said would be so disastrous. 

Since the 1993 budget act was passed, 
the economy has grown at almost a 4% an­
nual rate, not spectacular but not bad. 
This growth has been centered on the pri­
vate sector. In June the economy added an 
impressive 379,000 jobs, causing some 
economists to modify their forecast or a 
second-half slowdown. 

A year ago today. Sen. Phil Gramm (R., 
Texas), a self-proclaimed economic ex­
pert, confidently predicted not only that 
the deficit measure would be a near-term 
calamity, but that "the deficit four years 
from today will be higher than it Is today, 
not lower." Here are the inconvenient 
facts, Sen. Gramm: The Congressional 
Budget OHice now estimates the fiscal 1997 
deficit at Sl92 billion, or more than SHI() bll· 
lion less than the so-called baseline pro­
jection or a year earlier. 

If the Republicans were simply wrong 
on their economic predictions, they were 
disingenuous on taxes. The clalm that 
this was a huge tax increase on most 
Americans is a fraud. Income taxes were 
boosted for only the most arnuent tax­
payers. about 1.4 million or little more 
than 1'7t of the taic-paying population. The 
top federal rate was raised to 39.6%, still 
well below the 50% rate that existed In 
1986, six years into the Reagan adminis­
tration and below the top rate in almost 

every other major lndusInal 1iaIion. 
The legislation also included a 4.3 cent 

a gallon hike in the gasoline tax. The CBO 
calculates that, even including indirect 
costs, that amounts to higher taxes of a 
grand annual total of S36 per cl river. Ga!>o­
line prices remain about half of what they 
are m most other countries. 

Moreover, the critics often conve­
niently forget that laxes were reduced for 
more than 15 million working poor fami· 

Befort: and Alter the 1993 
DeflcJI R�ductlon BIii '"' 

Unemployment (June rate) 7.6% 

Consumer Prices 30% 
(12 mo avg ending in June) 

6.0% 

2.5"/o 

Stock Market 3,539 47 3,798.17 
(Aug I OJ Industrials! 

' ProIected 1995 Oef1c1t $284 
(Billions ol dollars) 

�c..,, .... ,,,.,.,... 
, ••• .,,,,.. ;•, I • � >

$180 

lies, who benefited from the expanding or 
the earned Income tax credit. This was the 
most important antipoverty measure en­
acted in years, one supported by many Re· 
publicans as well as Democrats. 

Overall. the gains in the economy and 
the brighter deficit outlook are due in part 
to a few extraordinary factors. The sav­
ings-and-loan mess has gone from net 
drain to net gain. And there are some un­
realistic savings in the Clinton adminis­
tration defense budget, according to the 
General Accounting Office. 

Responsible economic experts on the 
right, like the Heritage Foundation's Dan 
Mitchell, argue that, while the Clinton per· 
formance outstrips his predecessor, the 
gains would have been far better with a 
more conservative pro-growth policy. Mr. 
Mitchell notes the current recovery lags 

behind most other recent recovcnt's. 
Nevertheless. the CBO estimates Iha1 

more than two-tlurds or the ctl'f1r1t S,I\ Ings 
in the next several } ea rs can bl' dIn•1·tly 
attributed to the 199:1 deficit measure. 
Whatever small drag tht•re Is from h1i:-her 
taxes on a few Americans has been more 
than offset by the gains in a lower lll'ficil 
and consumer confidence, which is 1111 5t''< 
since last August, according to the Co11fer­
ence Board. 

The Republicans, undercut by all th� 
data, have a final refrain: just wait 11n\il 
the November elections. There's little 
doubt that the GOP will score major vIcto· 
ries this November, probably exccedil)g 
the average gains or the opposition I1arty 
in off-year elections. But polls, focus 
groups and conversations with polill<"ians 
or both parties demonstrate that the De· 
mocra1Ic weakness has nothing to do with 
the deficit and tax legislation or 1993. Last 
month's Wall Stree1 Journal/NBC News 
poll showed that only 15% or the public 
thinks th.tt legislation was bud for the 
country, although 62':I think II didn't make 
any real difference. 

In the not-too-distant future-probably 
after the next presidential election-the 
deficit Issue will have to be joined again. 
The deficit starts ballooning again by th!! 
early part of the next century. Not un­
expectedly, the two major elements or 
any plan will have to be entitlements 
and taxes. 

The politics will look bad. It's nevd 
easy to raise anyone's taxes. And while 
there's a lot or clamor now for curhing en· 
litlements, Lhe reality will be a lot more 
difficult than the rhetoric. Americans 
strongly favor reducing entitlements but 
oppose cutting specific programs. 

But when the politicians then are 
grappling with those dirricull decisions. 
they would do well to remember the 
1993 prophets of doom and how wrong 
they were_ 
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·''Mr. Gingrich, Your Crow Is Ready".
Qint�ri's &orwmic Program Is Jr6rking-Just the Ray the COP Said It JT6uldn� 
____ Dy Frncst F. Hollings 

L
OOKING AHEAD to the election in 
November, Republicans in Congress 
are grreddy counting their unhatched 

dlN'kens. Meanwhilf', here in August, the 
• GOP sunds before a heaping plate ol aow. 
· One ye;u ago yesterday, Congress passed a 
· $500 billion deficit reduction bdl that Re­
: • publicans unanimously opposed in both

House and Sf'nate. They hysterically pre­
dicted it would wreck the recovery and rain
laxes on ewery American. 

"It's a pb)·k•Uing, economy-busting tax
pl.tn." growk.� Sen. Bob Dole. The Republi­
u:i Party lme was remorseless: If the Clin-
1011 btll became law, people would $OOl'I be 
hun1on11 Democrat� with dogs and s'1ooting 
them in the ftreet. 

Well. as sportscaster Warner Wolf says, 
lei"s Ro to the Vldeoupe. �t•s revl$it the 
four horsemt'll of lhf- Clinton apoc.,lypse­
lhe proohedes cl doom conjured up by Re­
puhll<'ans in u,ngrt'!:.� last summer, and see 
how 111,,y stand locfay: 
• The d,ficit w,/1 luad north, not uulli. Or, 
a• S.-n. Bob P;ickwood (k-Orf',) put it in 
AuRUst ol la�t year: ·1 will make you this 
her. I'm ,.,lling tn lv-t the rr.ortgage on
II •••• Orn- yeu front now the deficit will 
t,,• bt��er I h>r1 "'" are now predicting." 

llcrt· Me lhe fac1s: When Clinton tOt>k 
olf1re, lhe Congressional Budget Office
pr(ljl'Cled th.11-if the new president did
noth111g-1he deficits he inhented would 
htl $291 btlhon ,n I 994 and $28" billion in 
1995. Today, CllO projects that the deficits 
will be $200 billion in 1994 (a $91 billion 
reduction) ar:d $180 billion in 1995 (a $104 

f.r,1nl Holl111g$ r.r IM DtlfUXra/,c Mnalor 
'"'"' So11/� c:a,ol,na. 

lions bills now nearing a,mpletion in Coo­
sresa wiD actually,,__ OYttall di,c:retion­
uy spmlins for 199S-the lint tillle that 
has happened since 1969. By w.iy ol com­
parison, real! that annual discretionary 
spending exploded under Presidents Reagan 

billion reduction). Clearly many factors are 
involved in both the unexpectedly good ea,­
nomic and budget performance. HoweYer, as 
CBO Diffl:tor Robert Reischauer testified 
earlier this feM: "The cir-tic improve­
ment since January 11993) is largely the re­
sult ol the enactme11t in August ol a ma)'ll' 
package of tu increases and apending 
cuts-the Omnibus Budget Reconcil�lion 
Act ol 1993." 

. and Bush, rising steadily from $308 billion in 
I 981 to $536 billion in 1992. 

■ T1w Oint,m plan will 1111d tit, ,_,,,,.,. 
"Taking $250 billion out ol the economy will 
tum a fragile recovery into a solid reces­
sion." predicted Sen. Kay Bailey Hutchison 
(R-Tex.). The recovery was indeed fragile 
one year ago. But a key assumption ol the 
Ointon plan W3S that, by dramatically reduc­
ing the deficit, it would allow the Federal 
Reserve to reduce interest rates and spur 
economic growth. It worked. One year later, 
the ecooomy is growing .ot a ,olid. sustain­
able 3.7 percent, inllation is down to. 2.7 
percent, 2.6 million new jobs have been cre­
ated and wiemployment has dropped to 6 
percent (down from 7.7 percent when Clin­
ton t.ook office). Last month, Alan Green­
span-usually a gloomy Gus-testified that 
"the outlook for the U.S. ecooomy is as 
bright as it has been in decades." 
■ Birdsgotta/l:,.fuii,roJtanei,,._De,,,«rals 
go/la S'/¥nd. The Clinton plan raises $241 
billion in new revenues over five years, 
which the Republicans claimed would be 
squandered, not saved. Said Sen. Phil 
Gramm CR-Tex.) last August: "When aD is 
sul and done, people wiU pay mere taxes. 
the economy wiU create fewer jobs, govern• 
ment will spend more money and the Ameri­
can people will be worse olf." 

The facts are that every last dime ol new 
refflllle tmder the Clinton plan has gone 
&trictJy lo deficit reduction. The appropia-

■ TM Oi111Mt p/411 is tltt T-Ra: of ta bills. 
Said Sen. Dole just before the Aug. 6 vote: 
"In a few minutes all those Americans 
watching on CNN and C-SPAN, put down 
your remote control and anb your walld., 
beause your taxes are l()ing up.• Polls la$I. 
swnmtt showed that Republican propagan­
dists did a supm, job ol convincing Joe Six• 
pad( that his income taxes were l()ing up. 
Indeed, Joe mil believes that his income 
taxes went up due to the Clinton plan. 

The true story was finally told on April 15 
ol this year wben Americans filed their IRS 
returns;� the.� 1.2 percent d 
tupiyen..--joinl filers with acljusted lf05$ 
incomee d $180,000 or abo\oe-saw an in­
cr� ii income taxes because ol the Clin­
ton plan. Some 23 percent ol Americans­
including millions o1 "woodna pooc" fami­
lies-will 1tt a nouble d«mue in their tax·
� to a more generous eamed-in­
came tax aediC. Betwem thele ricbJpoor 
extmnes, the great mass ol Americans saw 
no change whatsoever in their income tax 
llatus. 

Yes, the Clinton plan also included a � 
cent ps tax increase that hit rich and poor
alike. This. too, was the subject ol much Re­
publican teeth-gnashing .. Sen. l3ob Kerrey 
(0-Neb.) responded with the common sense 
observation: "If people notice it, I'll be
■mazed. If people complain, I'll be 
■wmed." Sure enough. lllien the hicher 
ps tax kicked in on Oct. 1. few noticed. To­
day, after-inflation prices at the pump are 
lower than they were last Aucust. 

One year later, the Clinton plan has prov­
en its mettle. The results-in teffllS ol defi-

cit reduction, Jobs and eronon1ic 11r0Mh-
5peak for lhet�l,es. Indeed. the results 
pretty much """' to �ak for themselves.. 
You won't read about them on the front 
page. Imagine if the Republicans' dire pre­
dictions had been , borne out: The media 
wooJd be rile today with gory autopsies ol 
8iD Clintcn', "failed" eainomic policy. In­
stead, the plan worked. Good news is no 
news. 

N
one the less. there is a lesson here for 
Republicans in Congress. As the late
Sen. Robnt A. Taft (R-Ohio) ll9cd to

say: "The purJJOR ol the opposition is to � 
pose." Fair enough. But that opposition 
should arise from patriotism, not party. It 
should not be driven by a blood lust to crip­
ple a new president of the opposite party. 
Surely a line has been er� when an ini­
tiative "ith the ob;ectr,-e merit ol the 1993 
defJCit-reduction bill is ,'Oled apinst by ev­
ery single Republan in both houses ol Con­
�ess. This is not �ion, it is obstruc· 
uon. �, t 

One year later, R� are still at it. 
When VllCers pve George Bush the boot in 
1992, the front line ol GOP obstruction 
shlfted to the Republican minority in Con­
gress, which has perfected the taclir ol vc­
to-by-ftlibuster. Thus far in the 103rd Con­
gress. there have been 55 formal fwbusters, 
plus at least that many threats ol fthbuster. 
(By war ol compmson. as recently as the 
1960s, there was an a,-enge ol only two ftli. 
bus1ers a year.) Of course. this goes to the 
heart ol the Republicans' post-Reagan iden­
tity aisis: What in the world are they for.

There is a time to rrow and a time to eat 
crow. Last summer, President Clinton
5taked out a bold budget plan, took the heat 
and made a big difference for the good. To­
day, he deserves to take a bow. As for the 
Republicans in ConRress, k>t us hope tNt 
the ti5te ol crow in their mouths wiD tum 
them toward a more constructive brand ol 
opposition. 

_ ......... ... 
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David S. B,;oder 

Our Forgetful Electorate 
If one of the defects in the workings of our 

democracy is the lack of accountability for 
members of Congress, the voters are much 
more to blame than the politicians. Memories 
are just too short. 

In the 1992 election, for example, far more 
members of Congress were punished for their 
overdrafts in the House bank than for their 
votes on the resolution authorizing the .use of 
force in the 1991 Persian Gulf showdown with 
Saddam Hussein. I thought-and wrote­
back then that the Democratic Party would 
and should be held accountable for the fact 
that large majorities of its members in both 
the House· and Senate opposed authorizing 
offensive action against Iraq when President 
Bush sought Congress's approval. 

Democratic leaders predicted then that not 
one of their incumbents would be defeated for 
opposing the war, and they were right. But 

1 the voters were wrong to ignore the signal. 
The Democrats' institutional failure to recog­
nize what was-even before the lightning 
military victory-a clear-cut case of justified 
use of force was significant. Even though 
Albert Gore Jr., as a senator, supported 
Bush's action and Bill Clinton, as a governor, 
implied that was also his view, the govern­
ment they head-reflecting the waver.ings of 
their party-has failed to set forth any clear 

criteria for the manner, time, place and condi­
tions for U. S. military intervention. Thus, the 
confusion of U.S. policy in the past 18 months 
in Bosnia, Somalia, Korea, Haiti and other hot 
spots around the globe was foreshadowed by 
the Democrats' dithering on the gulf. 

Whatever voters do, the press has a respon­
sibility to keep score on which party was riglit 
and which was wrong on big policy questions. 
The biggest one since Clinton became presi­
dent occurred a year ago this week, with the 
passage of his budget and economic plan. The 
party lines were drawn even more sharply 
than on. the Persian Gulf War; every single 
Republican in the House and Senate opposed 
that budget. They not only opposed it, they 
denounced it. 

Senate Minority Leader Bob Dole (R-Kan.) 
calle(i it a "terrible bill. ... It's not good for 
the economy, and it's going to be terrible for 
small business." "We have a sick economy,n 
said Sen. Kay Bailey Hutchison CR-Texas), 
"and no'w we're bleeding it." 

Sen. Alfonse M. D'Amato (R-N.Y.) was 
particularly scathing on the final day of Senate 
debate. He set up a blank chart, which he said 
listed all the real deficit reductions in the bill, 
and, imitating a carnival barker, bellowed, 
"Step right up, ladies and gentlemen, with 
Magical Bill and his band of liberal magi­
cians ..•• Smoke and mirrors!" 

It was much the same the day before, when 
the House voted. Rep. Bill Archer (R-Texas), 
who would be chairman of the Ways and Means 
Committee in a Republican Congress, said, 
"The president claims the vast majority of these 
taxes will hurt only the rich, and that is balo­
ney. . • . Americans know these new tax in­
creases are job-killing poison for the economy." 

Rep. Richard Armey (R-Tex.), chairman of 
the House Republican Conference and the top 
Republican on the Joint Economic Committee, 
said, "Taxes will go up. The economy will 
sputter along ... and the deficit will reach 
another record high. . . . It is a recipe for 
disaster." 

And Rep. Newt Gingrich (R-Ga.), in line to 
be speaker if the House goes Republican, said, 
"Ii I were only a Republican partisan, I would 
hope that this tax incr�ase bill would pass by 
one or two votes so that every Democrat who 
voted yes would bear the responsibility for a 
massive tax increase and the job-killing reces­
sion it will lead to." 

The budget did pass the House by two 
votes, the Senate by one. And where are we 
now? A year later, unemployment is at 6 
percent, a 3':/2-year low. Inflation in the last 
year has been averaging 2.5 percent, as low as 
it ever gets. After spurting in the last quarter 

of 1993, following passage of the budget, the 
economy has been growing at a steady pace, 
between 3 percent and 4 percent, for the past 
six months. It has been adding more than 
200,000 net new jobs a month. 

Business investment in new plants and 
equipment-a key to future productivity and 
wage increases-rose 13.4 percent over the 
past year. Last year saw the largest number of 
new business incorporations since World War 
II. According to the Congressional Budget
Office, the federal deficit for the current fiscal
year has been cut from $291 billion (the
estimate when Clinton came in) to $223 bil­
lion; the deficit for next year, from $284
billion to $171 billion. The higher income
taxes of which the Republicans warned were
paid this year by 1.2 percent of those filing­
the wealthiest 1.4 million-exactly as the
administration had insisted. Millions more of
the working poor had their taxes cut, raising
them above the poverty line.

None of this proves that ·the Democrats will 
be right next time on the economy any more 
than the Persian Gulf vote proved they will 
always be wrong on national security matters. 
But it is foolish to ignore politicians' records. 
If we want accountability, we have to remem­
ber what they said and how they voted. 
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Dire Predictions and -

Economic Realities 

Introduction 

N0.810 (]20 

During tha Senate debate on the Clinton economic 01an last August. oppo• 
nents of the plan were full of dire warnings about the harm the Admm1strat10n·s 
policies would wreak upon the country. Furthermore. they claimed that 
supporters of the Clinton plan were not leveling with the American oeople 
about its contents and what it would do to the country. 

Senator Phll Gramm charged: 
-We have fen some frustration in trying to get the American people to
understand that they were not being leveled with (emphasis
added]. ■ (CR. August 5. p. S 10520)

The follow,ng dire predictions about the Administration's economic plan and 
chans showing the actual performance of the economy under that same plan 
illustrate who was and who was not leveling with th• American people. 

DPC SpllClal Ret,On - Dir• PredJCtlO� and Ecanomte RHlitlBS p. 1



13:41 

Economic Growth 

Dire Predictions 

Senator Phil Gramm: ·we are buying a one way ticket to a
recession." (CR. August 5. p. S 10520) 

Senator WIiiiam Roth: "[l]t w,11 flatten tne economy." (CR.August 6. o. 

S 10665) 

Senator Pete Domenlct: "This pian cannot help the economy in tne 
short term." (CR. August 6. p. s 10710) 

Economic Reality 
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Jobs 

Dire Predictions 

Senator John Chafee: "This bill before us this evening, regrenably, 
is a jobs killer: ( CR. August 6. p. S 10702) 

Senator Connie Mack: "This bill will cost America jobs. no doubt 

about it." ( CR. August 6. 0. S , 0645) 

Senator Orrin Hatch: "Make no mistake, these higher rates w,u cost 
jobs: (CR. August 6. p. S 10709) 

Senator Charles Grassley: ·1 really do not think it takes a rocket 

scientist to know this bill will cost Jobs.· ( CR. August 6. p. S , 0699) 

Economic Reality 
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The Deficit 

Dire Predictions 

Republican Leader Bob Cole: ·Pres1aent Clinton knows. Senator 
Kerrey knows. I know. and the American oeople know that the clan 
does not tackle the deficit head on." ( CR. August 6. p. S 10712) 

Senator Larry Pressler: ·iTJhis 01an would not reouce our annual 
deficit below $200 billion." (CR. August 6. c. S , 0674) 

Senator William Roth: ·This one will not reduce the deficit either.� 
(CR. August 6. p. S 10666) 

Economic Reality 

The Federal Deficit 
BIiiions 

$450 Before Clinton budget. 
baseline pro1ectton 

N0.810 023 
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Government Spending 

Dire Predictions 

Republican Leader Bob Dole: ·Do not kid anybody. Nobody is going 
to cut spending around here. Spencing cuts-when will they come? 
Do not hold your breath. Amenca. Do not hold your breath waiting for 
spending cuts: ( CR. August 6. p. S 10713) 

Senator Strom Thurmond: "It contains no reaI spending cuts to

reduce the deficit or 1morove our Natton·s econom1c outlook." (CR. 
August 6. p. S 10638) 

Economic Reality 

Fact: 

·President Clinton will propose killing 1 1 5 Federal programs to save
$3.25 billion in the budget he sends Congress on Monday .... Accoraing 
to documents obtained by the Washington Post. the President's plan 
proposes reduced spending for 300 Federal programs. including the 
, 15 in the 'list of programmatic term1nat1ons. ·• ( Washington Post.
February 4. 1994)
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Taxes

Dire Predictions

Economic Reality

Average Price of a Gallon of Gasoline
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AAm 
Gas Tax

I

Sept.

Senator Larry Pressier: 'Everyone from small businesses ano 
middle class families, to truckers, farmers, and ranchers will pay tne 
pnce of the ill-conceived gasoline tax.’ (CR. June 24,1993. p. S 7819)

Bator* 
G«« Tax
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I
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Dec.

Senator Kay Bailey Hutchison: "CHhe gasoline tax not only penalizes 
those who orive to work or scnool. but it increases the cost of 
everything we buy." (CR August 6. p. S 10669)
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Taxes

Dire Predictions

bill becomes law. is that everyoody m America wno is making over

Economic Reality

Fact:

P. 7Dire Predictions ano Economic Realities
DPC Special Report —

KipiingePs Personal Finance Magazine. 
Octooer 1993. p. aa

Senator Phil Gramm: “And so wnat is clearly going to happen, if this 

bill becomes law. is that everyoody m Amenca wno is making over 
$34 000 a year, wno craws Social Secunty benefits, is going to nave 
a new higher tax number on that line, and they are going to pay more 
income taxes." [CR. August 6. p. S 10709)

•Only a sliver ot tax filers — about 1.2 percent - w.11 face a higher 
income tax bill on April 15. because ol the Clinton Administration s 
economic program, according to the Congressional Budget Office.

Washington Post
January 13.1994

Fad*
"About 110 million Amencans will file individual tax returns next Spring. 
On 108 million of them, taxes will take a smaller bite than they did last 
year.... The tact is. more than 98% aren't affected by the higher 

income-tax rates."
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Conclusion

Dire Predictions

Economic Reality

ft

p. 8DPC Special Report — Dire Predictions and Economic Realities

Senator Bob Packwood: *So I will make you this bet. I am willing to 
riskthe mortgage on it. Mr. Presioent. One year from now... the oeticit 
will be bigger than we are now oreoicting.... [T]he deficit will be uo. 
unemployment will be uo; m my juogment. inflation will be up. (CR 

August 6. p. S 10628)

Senator Phil Gramm: 'I want to preoict here tonight that if we aoopt 
this biilthe Amencan economy is going to get weaker and not stronger, 
the deficit four years from today will be higher than it is today ano not 
lower.... When all is said and done, people will pay more taxes, the 
economy will create fewer jobs. Government will spend more money, 
and the Amencan people will be worse pff.“ (CR. August 5. p. S10520)

Senator Connie Mack: "This plan will not work." {CR. August 6. 

p.S 10645)

Fact:

✓ The economy in 1993 grew at an annual growth rate of
2.8 percent — almost twice the rate of growth under President 
Bush, which was 1.5 percent. Some economists consider the 
first quarter of a new presidential administration to be a continu­
ation of the policies of the previous administration, and there­
fore discount it when calculating the GDP growth rate dunng 
the first year of the new administration. If this is done, the GDP 
growth rate during the Clinton Administration rises to
3.5 percent. (Joint Economic Comminee;Senate Budget Commit­

tee)
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P-9DPC Special Report — Dire Predictions ana Economic Realities

✓ Last Septemoer. CBO projectea that the deficit would soar 
about $350 billion by FY 1998. CBO now projects that tne 
Federal deficit will fall from $223 billion in the current fiscal year 
to below $170 billion in 1996. According to CBO Director Robert 

D. Reischauer.

‘The dramatic improvement since last January is largely 
the result of the enactment in August of a major package 
of tax increases and spending cuts — the Omnibus 
Budget Reconciliation Act of 1993.' (Testimony before 
Senate Budget Committee. January 27.1994)

✓ Thus far in the Clinton Administration income per person after 
taxes and inflation has climbed $416, whereas it edged uo only 
$125 dunng the Bush Administration. (Senate Budget Commit­

tee)

✓ In the first year of the Clinton Administration, more pnvate 
sector jobs were created than dunng the four years of the Busn 

Administration combined. (Senate Budget Committee)
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Vic Fazio 
Message this Week 

February 22.1994

TO:

FR
It

RE:

DT:

whether tve nave a slower economy, we re gomg to jind out wbats gomg to 

happen to interest rates, anti it's our bet that this is a job iuller..."

Mr. Kasich, GOP Press Conf., fi/3/93

ISSUE REPUBLICAN RHETORIC V. ECONOMIC REALITY
This Message Report is a preview to a more comprenensrve resarcn reoort to oe issuea this Thursaav from the Message 

[^Democratic Caucus. Budget Comm.rtee, ano Jomt Economic Comm.net. The reocn will inciuoe a more comorete listing 

or uOP rhetonc from last vears budget oecnte. in contrast to kev points on tne more positive economic realities.

KEYPOINTS

Bush Growth Rate 1.5% - Growth Rate Since Plan 3.5% 

Interest Rates lowest in a quarter century.
Inflation - CPI increased by smallest amount in 8 years.

7 heiieve tms wiii lead to a recession not rear This is tne Democrat mactme s 

recession, and eaco one oj them will be held personatlv accountable."

Mr. Gingncn. House Gallery 8x5/93

1.6 Million New jobs since 1993

Half Million More jobs Created than entire 4 yean under Bush 

Largest Drop tn Unemployment in 6 years.

GDP 1st Quarter, (preliminary)

House considers improving America's School Act New Home Sales, Qan.) 

New Car Sales (Feb.)

EmpioymenvUnempiovment (Feb.)

■ATTACHMENTS (to foliowin Tuesday a.m. mail delivery)

REPUBLICAN RHETORIC. Republican Rhetonc from Last Years Budget Debate

ECONOMIC REALITY; 10 Solid Signs of Economic Renewal from tne Economic Report of the President (OMB) 

New Direction index. March Economic indicators

Democratic Mesage boarQ
Vi- VI—. z-k-:- r>________

Democratic Message Board
’113 Rivbuni • WMhmgton. DC 20515 • 202^25.5716

"The impact on joo creation is going to be devastating ..

Mr. Armev, CNN. 8/2/93

S 500 Billion - Largest Deficit Reduction in History 

Would be $ 126 Billion higher without the Plan. 

40% Cut from Deficit Projections before Plan passed.

Wre going to find out whaher we have higher deficits, were gomg tofmdout
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ECONOMIC GROWTH 

"They will rememoer who let loose ibis deaaiy virus into our economic bloodstream.'

"This plan will not work. If it was to work, then I'd have to become a Democrat..."

"This is really the Dr. Kevorkian plan for our economy."

"... This bill is a disaster waiting to happen.'

"... will stifle economic growth, destroy jobs reduce revenues and increase the deficit."

Mr. Gingnch
GOP Press Conference. House TV Gallery, 8/5/93

Mr. Doman
H6148. Congressional Record 8/5/93

Mr. Ewing
H6104, Congressional Record 8/5/93

Mr. Michel

Los Angeles Times 5/28/93

" The problem with our economy is that there is too little employment and too little growth. This plan will do 

nothing to improve that condition and will actually make it worse."

Mr. Cox
H2949, Congressional Record 5/27/93

"Do you know what? This is your package. We will come back her next year and try to help you wnen this puts 

the economy in the gutter..."

"...a recipe for economic and fiscal disaster."

Mr. Crane

Mr. Kasich
CNN 7/28/93

Mr. Kasich
116249, Congressional Record 8/5/93 •

Mr. Ramstad
H1356. Congressional Record 3/17/93

”1 believe this will lead to a recession next year. This is the Democrat machine's recession, and eacn one of 

them will be neidpersonally accountable."
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JOBS 

INTEREST RATES

INFLATION

Mr. Armey
H6268. Congressional Record. 8/5/93

"The votes we take today will not be soon forgotten by the American voters. (They) will lead to more taxes, 

higher inflation, and slower economic growth.

Ms. Pryce
H2935. Congressional Record, 5/27/93

"The economy will sputter along. Dreams will be put off ana all this for the hollow promise of deficit reduction 

and magical theories of lower interest rates. Like so many of the Presidents past promises, deficit reduction will 

be another cruel hoax."

Mr. Herger
H5750, Congressional Record 8/4/93

’’ . We have a stagnant economy ana there is notomg aown me road that maces it look like we re going to have 

the kind of economic growth that puts people to wore. '

Mr. Kasich

CNN 7/28/93

"The simple fact is the Clinton plan will not lower interest rates It will not lower inflation. It will not create 

jobs And it will not lower the deficit. Toe Clinton tax plan will spur inflation, lose jobs, increase the deficit, ana 

hurt our economic growth."

"The impact on job creation is going to be devastating, and the American young people in particular will suffer 

a fairly substantial deferment of their lives oecause mere simply won t be jobs for the next two to three years to 

go around to our young graduates across the country."

Mr. Aimev

CNN, 8/2/93

" your economic program is a job killer.

Mr. Kasich
H2971, Congressional Record 5/27/93
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"...It will raise your taxes, increase the defiat, and kill over 1 million jobs,1

Mr. Hefley
H5745, Congressional Record 8/4/93

"...It will be the kind of impact that this country can't absorb. It will slow economic growth, contribute to the 

massive federal deficit..."

"Clearly this is a job killer in the short-run. The revenues forecast for this budget will not materialize: the costs 

of this budget will be greater than what is forecast. The deficit will be worse, and it is not a good omen for the 

American economy.

"It will not cut the deficit. It will not create jobs. And it will not cut spending." 

Mr. Running
H6129. Congressional Record, 8/5/93

"Come nexyear... were going to find out whether we nave higher deficits, were going to find out whether we 

have a slower economy, we re going to find out what s going to happen to interest rates, and it's our bet that this 

is a job killer...

Mr. Steams
H1357, Congressional Record 3/17/93

Mr. Kasich

GOP News Conf., Senate Gallery 8/3/93

"1 will tell you, this program will not give you deficit reduction. It will be a disaster for the performance of the 

economy...
Mr. Armev

CNN. 2/18/93

Mr. Armev
CNN. 8/2/93
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•Die Morning Briefing - Thursday February 10. 1994

THE ’NEW DIRECTION" index

1992

° yC>” Ot Prej«ed consecutive deficit deciinej.
1993 to 1995

100.000

1998
□ Number of dislocated

inessex gaung such loans yearly in die law 1980s

Keemgg Amend Sfrmw

$243.3 billion

money oy refinancing their mongages 1993 

0 Ramof busmea™

••••••

••••••

••••••

Fiscal RennoneihiUtv

o Numoer or programs cut below last year's dollar level 
o Annual spending growth (real), 1994 to 1999...............
o Annual spending growth (real), 1981 to 1993...”
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................. 45%
126.000

 1%

100%
............ $1,250
1995 ..33,000

40%
13 million

350,000
... 1.3 million 

35,000 
15,000

• Decemoer 1993 
January 1993 ....

5.4%
7.3%

1.6 million 
1.0 million 

7.09%

o Average defense budget, Eisenhower Administration (1995 dollars! 
o Average defense budget, Nixon Administration (1995 doihrJ

••••••••••

...44,000
-118,000
•252.000

THE PRESIDENT’S 1995 BUDGET;

Economic Growth
o Unemployment rate. Decemoer 1993  

o Unemployment rate. Decemoer 1992 ....

.....................................................

.....................................................

0 Numoer or programs terminaieo m 1995 budget proposal 
o Number of programs cut below last year's dollar level

o Annual spending growth (real), 1994 to 1999......................

o Deficit as share of GDP, 1997’.'

o Deficit as share of GDP, 1992 
o Annual discretionary spending growth (real). 1994 to 1999 ‘

1981 to 1993

o Last President with 3 years of consecutive deficit declines 
o Numoer or Federal employees added. 1981 to 1993 
o Numoer of Federai employees cut, 1993 to 1995 
o Number of Federal employees cut, 1993 to 1999 . ”

o Numoer of private sector jobs created. February 1993 . 
o Numoer of private sector jobs created. January 1989 - J 
o Mortgage rate. January 1994
o Mortgage rate, January 1993........

•More than 115 
More than 300

1.4% 
X2% 
.2.1% 

4.9% 
•2.9% 

....1.0% 
•••••••• 3 
Tnanan

...3.22%
5.4 million 

16.5% 
2.2%

0 Avmge number or unit buanma rrrar,™ i„.:Zr~.7?’S3 .. .. ..................

o Numoer of Americans who saved i
o Rate of business investment grown, first three quarters 1993

o Number of new police officers on the street by 1998 

Investtar tn
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Calendar for March 

NO. 810 035 

2 

Major Economic Indicators to be Released in March 

Daw I Day I Economic Indicaior I 
March 1 I Tuesday I GDP. 4th quarter (preliminary) I I 

March 1 I Tuesday I NAPM survey, February 

March 2 Wednesday l New Homa Sales. January 

March 3 I Thursday l New Car Sales, February l 
March 4: Friday i Empioyment and Unemployment. 

February I 
March 4 Friday I Leading lndicaton, January 

March 11 Friday I Retail Sales. February 

March 15 I Tuesday I Producer Price Index, February I 

March 15 I Tuesday I 
I 

Industrial Prociuction, February 

March 16 I Wednesday I Housing Starts, February 

March 16 Wednesday I Consumer Price Index, February l 
March 23 Wednesday I Durac�a Goocia Orders, February 

March 29 Tueaciay New Home Sales, February

March 31 Thursday GDP, 4th quarter (final) I 
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BUSINESS
Here’s good news about taxes

The big surunse is no surprise tor most orenanng 1993 returns
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TAXES Tax primer
itaa IM couple a liability by t

From pagtA13

S11387.

I

ara-

Here is how tne Uabiiltv is eai- | 
cuiaiM unne tne ux rate scned- i 
ulesiwnicaanyonewttntaxaoiaof i 
$100000 or more must umu Ths i 
first S36.900 of taxaoia income u i 
usM at 15 percent <1X5351 The 1 
remauunr S6JDO faces a 2A per- t 
cent rate (51.7M). The tout is 
57.299. for an eOeeuw rra of 11.5

No* consider a suiaia person 
*ith S7SXXX} income. U.60Q of all- I 
many payments, no oeoanMcts 
and itemised deductions of 
SIOJOO:

'nwniinoaytscuttnaad.Uay- I 
me AGl of 171.400. Subtrutma i 
the mmnart deductions and one i 
12330 personal exemotxMi results i 
in taaaoia income of &SL2S0. The | 
tax tablas snow a natality of I

ceiwd soods or semees in return, 
only tne parr ot your contnounon 
aver tne value of the oeneiit is a»- 
ducoble. Out'«f-oocm expenses 
of heloinx a cnantv are deduct- 
i bie. but the value ot your semeas 
is not. If w mvo aaaas wurtn 
more man S300. report maae con- 
mbuaona on Form t28X

• Genes- Deduct non-ousiMsa 
losses caused by fire, mete storm 
or otner caauaines. out not or 
OreaXate or tmamacuut. Subtract 
the first S100 of the lose and de­
duct only the poraon of the re­
mainder that exceeds 10 percent 
of your adnismd <ma income.See 
Form 46* *4.

• Movuun. Some exoenaes of a 
job-related move mar be deducted 
if your new job is at least 35 miles 
farther from your old home than 
was the old fob. You Qualify for 
exampia. if your old job was five

i miles from home ano your new too 
I is at Mast 40 miles from tne old 

home. See Fublicanon S2I.

inriudiaa omen dues, tooiaanem^ 
ivatmcnt advwa. are deducable 
but only that part of the total ex- 
caadum 2 percent of adjusted 
fross income. A few miaceiia- 
neous expenam may be wntnm off 
without remap to that lirrutancn. 
indudtflWCUD&iinw iqmm laac do 
not tnM wununcs and tome 
werx axpaaaae of a handicapped

Perhapo tna system will newr 
be simple. But keeping in mmd 
tharmavaatmannryof taxpayers 
oeed never worry about such 
things as net operetma iossm.
onnaoonaM tne aitamaow mini-

Because that figure is rounded I 
offmime0tnetaxtabiessuDpta.it |
ova
$7.

t*i difficult to hear or read a 
i iifrn w m the federal in­
come tax that doesn't tnciuda 
sued words as confining. 

CQSDttCBMtf Friwj^Ley

IhM. vob can Y fUe even tne nm- 
piaat tax Pro — 104QEZ — with­
out emsauitertna such tenna ss 
adjusaad groea income, taxable in­
come and Stannard deducoon and 
weaderlBg whether you've 
riafiMd Mry examonon and do- 
ducDon you're enntlad to.

tha income tax evriu:
Some defininona:
• Gross income is evervtnina 

'•■on made last year unless specui- 
csilv exempted from tax. suca ss 
mmrest on mumciaal bonds

• Adjustao gross income, or 
AGL is wnat is left after sut> 
rrsenna such adjustments as indi- 
vidual Retirement Account contn- 
butions. alimony paid and 
penaitiaa for earty withdrawal of 
uvuigs.

• Tkxable income is the figure 
actually suoiect to tax it is de- 
nvud by submamg deducnotu 
and peraonai exampoaoa from 
AGL

• JAaratnai tax rata is what tne 
gwvmment taxes from the last 
dollar of uxaoia income you 
earned. Moat peopw W only one 
ram: 15 percent: most nuddie- 
income tamiiiM pay 15 peiuutcn 
thebaggestperaonof thou* income 
and 2i percent on tne rest. There 
ire three otner rants applying to 
those wim more tncome: JI per­
cent. 36 percent and 39.6 percent

• You wont find the term on 
your tax return, but effective tax 
raa is your total income tax di­
vided by AGL This is simply a wav 
to measure your tax ourdan. if 
AGl is 640000 and your ax is 
6X600 your effacnm ma is 14

Haras an enraole. at sum mg a 
married coupte with two chifdran. 
insane of C67000anduamaadde- 
ductxxuof SIOJOO:

Subtracting 6X600 of alimony 
the huacand paid his former wife 
results in AGl of 663.400. Subtract 
the Itemised deductions and per­
sonal exemptions (four worm 
£2350 apiece) to get amble in­
come of $43300.

Bacanae this couples taxahie 
income is under $100300. they 
acct have to rxicuiara mar ax ii- 
sbiiint Instead, they simpey use 
the ux taoies m their Form 1040 
mstrucoona. Their txxuxii Uae:

Under the ax-rate schedules, 
the first 622300 wand be uxed at 
IS percent (63315); ths next 
UL400at 26 percent ($6,792). and I 
theramaimnx S4.750at31 percent i 
<51.472301 That totals $13379.50. I

Thia single taxpayer m the 31 I 
percent uiauot has an effective i 
ram of 19 percent.

Assume this person won i 
$75,000 In the state lottery, 
txxwting total mcome to S1S0J00. I 
AGl is $146.4001 Then u gsu com- 
pUcaasd.

Hlgbai irwrme uxpeyen lose 
icma or ail thair personal exBim- f 
aims and a poraon of some itam- 
izad deducnicna—uicludmx tutt 
udtocnl taxes—eseenunts nse.

In ttas example, with $146J00 
AGL the exemption drops to 
$1396. a figure rairnfomrt on the 
worksheet on Pegu 25 at the Form 
1040 insuuujuna. Assuming that I 
$2300 of the SIOJOO of Mducnotia 
was for medical sttwisoo and in- I 

on Rage A-5 at the mstrocacna re- 
nua in aUdasaie daducpons of 
S9J6Ua

Sobanrang the $1596 oxamp- 
nan and the $946150 allowable i 
daBnasaa from AGl results in I 
uxaMO inoome of $13534040.

The first 622300 in taxed at IS I 
pwam (63315): the Mat $31,400 I 
at 26 percent (SU92): the next ' 
$61400 at 31 percent ($19,065). 
and the remeufflix 62044050 at 36 
percent ($725046). That u a total 
tax of $36 47? 53. and an off eenve 
—_ m - -
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Appendix A
Federal Costs of Universal Health Insurance Plan

Medicaid Payments to Hospitals and Providers.
Medicaid currently pays hospitals and physicians about 10 percent less than Medicare. 
Mainstreaming the program will, over time, require an alignment of these payments. 
At issue is the timing of this alignment and whether the states would share in any new 
costs.

Medicare Drug Benefit.
The basic benefit package offered to Americans under the plan would, in all 
likelihood, contain a prescription drug benefit. Medicare does not cover outpatient 
prescription drugs, although 40 percent of Medicare beneficiaries do have such 
coverage through retiree health plans, or those receiving full Medicaid benefits (all 
state Medicaid programs cover drugs). At issue is the timing of the Medicare drug 
benefit, and the extent of cost sharing (e.g. deductible level and coinsurance).

Subsidies to Low-Wage, Small Firms.
Approximately 27 million previously uninsured Americans will now receive coverage 
through their employer. Many of these employers are smaller firms that employ low 
wage workers. We have talked about providing tax credits, or other subsidies to 
employers to mitigate the economic impact on these firms. At issue is the extent and 
availability of these subsidies.

Subsidies to Low-Income Americans.
The proposal subsidizes the costs of health insurance individuals and families with 
incomes below 200% of the federal poverty line. At issue is the extent of the subsidy 
(e.g. premiums, cost sharing, limits on out of pocket spending) and which individuals 
are eligible (e.g. those under 150%, 200%, 250% of poverty).

A fully phased-in universal insurance plan will be expensive. A critical policy issue is 
the extent to which these costs are financed through federal tax revenues or direct payments 
by individuals and employers. Four key elements comprise the costs of the health plan 
outlined above. For illustration, we present the federal costs of these components of a 
universal insurance plan phased-in over 4 years. As discussed below, the federal costs could 
either be lower or higher depending on the following policy choices. Figure 1 shows annual 
costs for each element of your plan under a given set of assumptions.

HEALTH
Health Reform

photocopy
preservation

v
I



Figure 1. Federal Costs of Universal Coverage, Phased-in 1994-1997 ($ Billions/

98979694 95

8 14530

3825 35177

1512932

141193 7

109642Other*****

917454$14 33TOTAL

*** Subsidize premium costs above 9% of payroll for firms with fewer than 150 workers.

♦♦♦♦Package includes an $850 deductible with a 20% coinsurance requirement..

’Coverage is phased in according to the following schedule: /

1997 All are covered through subsidized insurance or mandated employer coverage.

n

Subsidies to 
Low-Income 
Individuals**

♦ Set at 80% of Medicare levels in 94, 85% in 95, 90% in 96 and 100% by 1997. 
New costs federally financed.

Medicaid
Payment 
Enhancements*

Subsidies To
Firms***

1995 Coverage for all those living in poverty. Mandates for firms with 75 or more 
workers .

Medicare Drug 
Benefit****

1996 Coverage for all those living under 50 percent of poverty. Mandates for firms with 
50 or more workers.

** Those in poverty face no cost sharing or premium requirements. Premium 
set at 20% of cost at 200% of poverty, 15% at 150% of poverty.

1994 Coverage for pregnant women and children under 18, all Americans under 50 percent 
of poverty. Firms with 100 or more worker mandated to provide coverage.
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MAJOR OPTIONS FOR MEDICARE DEFICIT REDUCTION

December 2, 1992

Reductions in Provider Payments

Policy

Part A

$4.0 b1.

4.72.

.83.

Part B

$ .3 b1.

1.72.

1.63.

.8<4.

. 55.

$ .3 b1.

. 12.

. 13.

Apply relative values to overhead

Reduce updates by 1% for 5 years

Savings 
in PY 97

Expenditure target of 8% for inpatient 
hospital services

Reduce update by 2% beginning in FY 94

Occupancy penalty for capital payments

Parts A and B

Reduce graduate medical education 
payments for specialists in oversupply

Limit variation by hospital in
GME payments

Penalty for paper claims

Freeze updates for 5 years -

Establish prospective payment for 
hospital outpatient services with 
expenditure target

Reduce payments for laboratory services
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ln Beneficiary Coats
increases

Policy

B premium

8.0costs beginning in 96

2.

$ .7 b

2.3

2.

A

F
J

Savings 
in FY 97

jart

1.
Extend^25% rule thru 97_

Set premium at 30% of

B deductible

index deductible beginning in 1993

Set deductible at $200 in 96

jart

1.
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TOTAL 19981996 19971994 19951993LOW COST

Page 1

6.85

0.00
0.10
6.75

0.00

0.00
0.00
0.00

0.00

0.00
0.00
0.00

0.16
0.00
0.15
0.01

0.37

0.25

0.05
0.04
0.02
0.01 

5.30

0.00
0.10
5.20

6.05
0.00
0.10
5.95

0.13

0.13
0.00
0.00 

11.90
3'bo
0.00
0.30
3.00
2.00
0.80

" 0.80
2.00 

0.15
0.15
0.00
0.00

0.79

0.58
0.16
0.05
0.00
0.00

0.15
0.15
0.00
0.00 

42.03

16.00
0.50

25.53

3.38
2.24
0.66
0.22
0.18
0.09

47.86
39.00

0.20
8.66

5.10

0.00
0.00
0.10
3.00
2.00
0^00
Voo
0.00

0.00

0.00

0.00
0.00
0.00
0.00

12.40

4.00

0.00
0.50 
3.00
2.00
0.50
0.40
2.00

Environment and Energy:

Natural Resources Infrastructure 
Energy Conservation (6)  
Federal Energy Efficiency Fund

Rebuild America:

Highways, Bridges and Mass Transit 
High Speed and Other Rail (2)
Airports and Aviation (3)________
Waste Water Treatment (3) (4) 

_ Drinking Water Supply (3) (5) _
Defense Firms________________
Defense Workers_____________
Local Communities

0.65
0.36
0.14

0.05
0.08
0.03

0.79

0.58
0.16
0.05
0.00
0.00 

0.74
0.53
0.15
0.06

Environmental Technology: (13)___________

R&D (NSF & Env. Tech. Centers)__________
Stimulate Commercializaion of Env. Tech. (3) 
Convert Fed. Cars to Nat. Gas and Electric 
Eliminate Purchase of CFC Cooling Units (3) 
Convert Fuel Oil Fed. Bldgs, to Natural Gas (3)

SUMMARY OF COSTS

(In $ Billions)

60.40
19.20
0.00
2.40 

14.00
10.00
3.20
2.60
9.00

Health Care:______________________________ ____ __________

National Health Care Reform_______________________
Long-Term Care and Personal Assistance Services______
AIDS. Women’s Health and Pub. Health Initiatives (1)___

10.70

4.30
0.00
1.00
2.00
2.00
0.20
0.20
1.00

0.79

0.47
0.15
0.05
0.08
0.05

23.84
16.00
0.20
7.64

13.40

4.50
0.00
0.20
3.00
2.00
1.00
0.70
2.00

12.00

3.40
0.00
0.40
3.00
2.00
0.70
0.50
2.00

0.15

0.10
0.00
0.05
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1998TOTAL19971995 199619941993LOW COST

2.656.802.401.801.551.050.00Defense Program Increases^

5.35 2.402.101.801.100.350.00National Service:

A

Page 2

m
P 8 

2.
110.00

60.-00
50.00

21 .80 
 1 1.90

8.50
1.40

10.40
4.40 
4.00
2.00

0.00
0.00
0.00

17.67
0.34
0.02
0.03
5.00

8.50
<20
3.80
0.50

16.58
0.32
0.02
003
4.00
0.20
1^08
1.20
9.72
0.01

3.80

200
1/50
0.30

10.00
0.00

10.00

v\

0.00
o.o 6
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

10.00
0.00

10.00

6.53
0.1 0
0^02
0.03
iToo

°-20
0^36

4.77
o.or

0.70

JD.70
■ 0.00

0.00

1.80
I.OOl
(L60
0.20

13.76
0.22
0.02
0.03
2.00
0^20
0157
1 .12 
9J5O
0.01

1.11
1.25 L
9.72
0.01

vASUMMARY OF COSTS 

(In $ Billions)

10.00

Q.po
10.00

70J)0

60.00
10.00

Children & Families:

Family Preservation Services 
Tax Deduction for Adoption

10.00
000

10.00

52.06
O'9 4
0.08
0.10

10.00
0.80
2.79 
3?51

33-81
0.03

Finance: (3)

RTC S&L Insurance Fund
Infrastructure Bank

Welfare Reform:
Expand EITC (7)
ExpandedJOBS
Child Support

(y\

0.20 *

7.00
4.00
2.60
0.40

Grants for Licensing and Monitoring
Head Start
HIPPY

*WIC 
Dependent Care Tax Credit
Children's Tax Allowance
Teenage Pregnancy Prevention Strategy

15.19
0.3 0
0.02
0.03
3,00
0.20 

 0.78
1-L1
9.72
0.01

z.

> 5 

•S>

n

7?
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199819971995 199619941993LOW COST

Page 3

0.28

0.03
0.00
0.00
0.00 
o’2 5 
0.00
0.00
0.00

2.60
0.04
0.15
013
0.33
0.56
0.01
0.89
0.50

10.82
4.26
3.66
0.1 0
0.40
0.10
0.60
0.40
0.40
°51
0.20
0.01
0.20

3.62
0.04
0.20
0.13
0.75
0.61
0.00
1.40
0.50

2.89
1.30
0.90
0.00
0.10
0.02
0.15
0.10
0.10
0.12
0.05
0.00
0.05

2J2
0.04
OJO
0.13
0.18
0.54
0.01
0^63

o’so

3.11

0.04
0.20
0.13
0.53
0.58
0.00
1.14
0.50

1.34

0.03
0~05
0.13
0.08
0.52
0.01
0r03
0.50

2.64 
'0?91
0.90
0.10
OJO
0.02
0.15 
o’io
OJO
0.15
0.05
0.01
0.05

2.79

1.20
0.90
0.00
0.10
0.02
0.15
0.10
010
_gj2
005
0.00
0’05

SUMMARY OF COSTS 
(In $ Billions) 

2.84

1.25
6.90
0.00
0.1 0
0^02
Jj 5
OJO
0.10
0.1 2
0.05
0.00
0.05

Education & Training:

National Education Goals Panel
State and Local Reform Grants
Urban Reform
Youth Apprenticeship
Chapter 1 Supplemental
Office of Ed. Research and Improvement (Reauth.)
Quality Workforce Development Act
Dislocated Worker Assistance Act

0.21

0.15
0.06
Q-00
0.00
0.00
0.00
0 00
O.OQ
0.00
0.00
0.00
o’00

Crime Strategy:

100,000 New Cops/Pqlice Corps
Byrne Grnts/Community Policing
Brady Bill
Criminal Justice Drug Testing/Treatment 
Medications Development Program 
Drug Treatment Research 
SAFE Schools 
Gang Prevention Grants  
Domestic Violence/Rape Grants
White Collar^rime  
Law Enforcement Family Support
Rural Crime Initiative  

2.34
’6.75
0.90
0.00
°-10
0.02
0.1 5 

^0.10
0-10

_0J2
0.05
0.00
0’05

TOTAL1

9.45
0.18
0.50
0.50
1.10
2.45
0.04
2.67
2.00
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1 996j 1 9971995 1 998LOW COST 1993 1994

F

F-
 

TOTAL - LOW COSTS

93.33 61.55 76.51 86.83 127.12 445.34 145.17

Page 4

e 
p-

7.10
1.60
0.00
0.10
5.40

7.32

0.00
0.12
5.40

2.23
2.10
0.00
0.13
0.00

5.08
1.40
0.00

3.60

22.34
5.60
0.17
0.37

16.20

2.50
0.21
1.18
0.30
0.20
0.05
0.56

r33
0.13
0.40
0.30
0.20
0?05
0.25

r76
0.15
0.56
0.30 
O'20 
0 05
O’50

10.00
10.00

10.00
10.00

10.00
10.00

0.00
0.00

10.00
10.00

SUMMARY OF COSTS

(In $ Billions)

2.27
0.19
0.99
0.30
0.20
°-05
0.54

50.00
50.00

Community Empowerment:

Community Development Banks
Enterprise Zones  
Perm. Extension of Low-Income Housing Tax Cred.
Perm Extension of the Mortgage Revenue Bond Prog. 
Homelessness Rehatt Grant Program
Moving to New Opportunities

Technology/Mfg./Small Business:

R&D Tax Credit (3)
SBA Loans
Export Promotion
Technology (8)

2.72
0.80
0.05
0.07
<80

Tax Incentives:

ITC (Permanent, Incremental 10%) (9)

2.01
0.17
0277
0a30
0.20
0.05
0.52

10.00
10.00

TOTAL,

[
8.15
0.64
3.00
J ^9 
1.00
°.2O
1.81

O.JS

0.00
0.28
0.30
0.20
0J30
0.00

0.12

0.00
0.12

0
0.00



costsu,.<.fin2

1997 TOTAL 19981995 199619941993HIGH COST

Page 5

0.00
0.00
0.00
0.00

0.85
0.68
0.15
0.03

23.78
"8.00

0.78
0.50 
3.00
2.00
3J50 
4.00
2.00

1.00
0.70
0.20
0.10

38.43

28.00
0.00

10.43

1 .25
0.75
0.30
0.20

1.40
0.75
0.35
0.30

1.84
o7?8 
o’16
0.90
0.00
0.00

5.90
3.63
1 ^35
0.93

7.82
2.94
0.66
3.95
0.18
0.09

0.65
0.00
0.35
0.30

0.00
0.00
0.00
0.00
0.00
0.00

23.28

7.40
0.78
0.40
3.00
2.00

JJJO 
4.00
2.00

69.95
44.00
14.00
11.95

1.40
0.75 
0?35
0.30

7.55
0.00
2.45
0.10
3.00
2.00
0.00
0.00
0.00

1.84

OJS
0.16
O’. 90
0.00
0.00

1.60

0.46
0.14
0.90
0^08
0’03

1.85
0.67

0.90
0.08
0.05

17.38

6.30
1'28 

i~.oo 

2^00

2.00
2.20
1.50
1.10

0.68
0.25
0.05
0.35
0.0 2
0.01

19.06
10.00
0.00
9.06

SUMMARY OF COSTS

(In $ Billions)

Environment and Energy:

Natural Resources Jnfrastructure 
Energy Conservation 
Federal Energy Efficiency Fund

Rebuild America

Highways, Bridges and Mass Transit 
High Speed and Other Rail (10) 
Airports and Aviation
Waste Water Treatment (11)
Drinking Water Supply (12)
Defense Firms
Defense Workers
Local Communities

Environmental Technology: (13)
R&D (NSF, Tech. Centers, aic(interagency program)
Stimulate Commercializaion of Env. Tech. 
Convert Fed. Cars to Nat. Gas and Electric 
Eliminate Purchase of CFC Cooling Units 
Convert Fuel Oil Fed. Bldgs, to Natural Gas

222.03
143.00
34.00
45.03

121.00
I7-2Q

8.10
2.40

14.00
10.00
22.20
18.00
9.10

27.08
Xoo
2’68
0.30
3.00 
2.00
5.80
4.30

2.00

94J0

_61.00
20.00
13.60

29.48
8.50
2.58 
OJ20 
3.00
2.00
7^00 
4.20
2.00

116.50
71 .00 
30.00
15.50

Health Care:

National Health Care Reform
Long-Term Care and Personal Assistance Services
AIDS, Women's Health and Public Health Initiatives
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19941 1997 TOTAL 19981995 19961993HIGH COST

2.651.80 2.40 6.800.00 1.55Defense Program Increases

1.80 2.10 5.35 2.400.00 1.10National Service:

Page 6

0.00
o.oo

0.00
0.00
0.00
"o.oo
0.00
b.oo
plog
0.00
0.00
0.00

1.80
i.bd
0.60
0.20

7.00
4.00
2.60
0.40

8.50
4.20
3.80
0.50

0.00
0.00
0.00

15.19
0.30
0.02
0.03
3.00
0.20
°-78
1.14
9.72
0.01

21.80
11.90
8.50
1.40

10.40
4.40
4.00
2.00

3.80
2.00
1.50
0?30

Finance:

RTC S&L Insurance Fund
Infrastructure Bank

10.00
0.00

10.00

52.06
0.94
0.08
o.i o

10.00
0.80
2.79
3.51

33.81
0.03

0.70
0.70

6.53 
o’.Yo
0.02
0.03 
~foo
0,20
0.36
0.05
4.77
0.01

13.76
0.22
0’02 

’ 0.03 
_2.’00

0120 
' 0.57

1.1 2
9.60
0.01

SUMMARY OF COSTS

(In $ Billions)

10.00
0.00

10.00

10.00
0-00

10.00

17.67
0.34
0.02
0.03 
5.00
0.20
1.1 1
1.25
9.72
0.01

Welfare Reform:
Expand EITC (7) 
Expanded JOBS 
Child Support

Children & Famihes:
Family Preservation Services
Tax Deduction for Adoption
Grants for Licensing and Monitoring
Head Start__ ___ _____________

HIPPY
WIC
Dependent Care Tax Credit
Children's Tax Allowance________
Teenage Pregnancy Prevention Strategy

10.00
-MO
10.00

110.00
6 O.OO 
50.00

16.58
°.-32
002
0.03
4.00
0.20
1.08

1.20
9.72
0.01

70.00 
60.00
10.00

1.05

0.35
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Page 7

3.11

0.04
0.20
0J3
0.53
0.58
0.00
1.14 
o'so

9.45

0.18
o’so
0.50
Lio
2.4 5
0.04
2^67
2.00

3.62

0.04
0.20
0.13
0.75
0.61
0.00
1.40
0.50

1.34

0.03
005
0.13
0^08
0.52
0L01
0.03
0.50

2.60
0.04
0J5
0J3
0.33
0.56
OLOI
0.89
0.50

2.12

0.04
0^10
°-13
o’18
0?54
0.01
0.63
0.50

Education & Training:

National Education Goals Panel
State and Local Reform Grants
UrbanRI eform ____ ___ ______
Youth Apprenticeship _ _______
Chapter 1 Supplemental
Office of Ed. Research and Improvement (Reauth.)
Quality Workforce Development Act
Dislocated Worker Assistance Act

2.79
1.2°

0.90
0.00
0.10
o’02
0.15
0.1 0
0.1 0
0.12
0J)5
0?00
0.05

2.89
1.30
0.90
0.00
0.10
0.02
0.15
0.1 0
0.10
0.12
0.05
0.00
0.05

SUMMARY OF COSTS

(In $ Billions)

2.64
0.91
0.90
6.10
0.10
0.0 2
0.15
0.10
0.10
o’15
Jk 05 
0J)1
0.05

Crime Strategy:________________________

100,000_New Cops/Police Corps___
Byrne Grnts/Community Policing
Brady Bill
CriminaNustice Drug Testing/Treatment 
Medications Development Program
Drug Treatment Research
SAFE Schools _ ’' ._.
Gang Prevention Grants
Domestic Violence/Rape Grants
White Collar Crime______
Law Enforcement Family Support
Rural Crime Initiative

0.21

°-15
0.06
0.00
0J30
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.28

0.03
0.00
0.00
o?oo
0.25
0-00
0-00
0.00

2.34
0.75
0.90
0.00
0 10
0.02
idi
0.10
0.10
0.12
d-OJ
0.00
0.05

2.84

1.25
0.90
0.00
0J0

0l02
0J5
0.10
6 jo 
0.12
0.05
0.00
0.05

10.82
4.26
3.66 
ojo
0.40 
0.10
0.60
0.40
6.40
0.51
0.20
0.0j
0.20
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SUMMARY OF COSTS 
(In $ Billions) 

19981997 TOTAL1996199519941993HIGH COST

10.00

10.00

164.18

196.06

664.78 168.93118.75

101.09

84.70TOTAL HIGH COST

Page 8

0.78

0.00
0.28

0.20
0.00

0.00 

0.20
0.00
0.20

0
0.00

4.23

0.80
0.32
0.10
3.00

10.73

1.60
0_.00
0.1 3 
9.00

2.27
0.1 9 
0.99
0.30
0.20
0.05
0.54

8.15

0.64
3.00 
1^50

L00
6.20
1.81

2.50
0.21
1.18
0.30
0.20
0.05
0.56

2.10

2.10
0.00
0.00
0.00

1.7 6

0J_5
0.56 
0.30
0.20
0.05
0.50

2.01
0^17
0.77
0.30
0.20
0^05
0.52

10.94

1 .80 
o.6o
0.14
9.00

50.00
50.00

0.00

0.00

1.33

0.13
0.40
0-30
0.20
0.05
0.25

10.00

10.00

7.52
1.40
o.oq
0.12
6.00

10.00

10.00

Technology/Mfg./Small Business: _

R&D Tax Credit 
SBA Loans
Export Promotion
Technology (8)

33.61

5.60
0^52
0.49 

27.00

Tax Incentives:

ITC (Permanent. Incremental 10%) (9)

10.00

10.00
10.00

10.00

Community Empowerment:

Community Development Banks
Enterprise Zones 
Perm. Extension of Low-Income Housing Tax Cred.
Perm Extension of the Mortgage Revenue Bond Prog. 
Homelessness Rehab. Grant Program
Moving to New Opportunities
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Assumptions:_ ____ _ ......... ___________ __ ___________________________________________ _

moderate cost proposal (there was no low cost proposal^_________ __ _____ ____ _ _____ ____ - -
2 "Env., Energy, and Natural Resources Options" memo suggests $150 million in '93, increasing to $400_m«lion in '97

...____________ cue wvjmmw i  
Env., Energy, and Natural Resources Options" memo suggests $2.7 billion in '93 and '94 for sewage and wastewater treatment plants

.........  '- ’ —--- ------------ '-*] in’94 for drinking water jrojects

12. "Env., I
13. ’96 numbers were used for '97 (no '97 numbers provided in options memo)

1.

3. low revenue estimates are the same as high esimates (alHhat is available) [
4. 
5. "Env., Energy, and Natural Resources Options" memo suggests $2 billion/year starting in '94 for drinking water
6. as a part of a stimulus package_____ _______ 1_ ____ _ ______ __ ____
7. low options for stimulus: $15 billion over 2 years ('93, '94)

high options: $50 billion over live years . I . J _............
8. this will not add to the deficit if funds are transferred from defense R&D........ ..........    _...

fofjBMh ye»^tenpin^^_averaging mulb year^lptal estjmate _____ ________
10 "Env Energy and Natural Resources Options" memo suggests $45 million in '93r increasing to $950 million in *97
I’lT-Env.’, EnergytTnd1 Natyral^sources^ptions" memo sygg^ $4 bill./year startin in '93 for sewage and wastewater treatment plants

Energy and Natural Resources Options" memo suggests $2 billion/year starting in '93 for drinking water projects---------------------- —- - .... ______ i______ I ______ _____
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APPENDIX 1

NATIONAL SERVICE

FY22 FY98 20$FY9$FY2$FY24FY921PROGRAM

2.4 7.752.11.8.350 1.10

7.75XI 14141.13500
NATIONAL SERVICE 
SUBTOTAL

National Service (Cost Per
100,000 Students, Assumes
100,000 Students By January 
1996)

BUDGETARY EFFECTS OF DOMESTIC POLICY INITIATIVES
(In Billions)



]REINVENTING GOVERNMENT

PROGRAM FY93* FY94 FY96 FY97 FY9S 9£9§

C/W -9.801 -12.908-.400 -4.16 -6.896 -16.217 ■49.982

-.013 -.014 -.014 -.015 -.015 -.016 -00.074

-.052 -.056-.025 -.054 -.058 -.060 -00.280

-6.0 -6.0 -6.0 -6.0Enhanced Rescission -3.0 -6.0 -30.000i

.050 0 0 0Motor Voter Grant 0 0 .050

.010 0 0 0 0 00.0100

0 0 0 0 0 00.000.010

-10.166 -12.964 -15372 -18.981 •22.293 -80276-3328

FY95

Campaign To Reinvent 
Government

REINVENTING
GOVERNMENT 
SUBTOTAL(savings)

3 Percent Cut In Annual Real 
Administrative Costs/100,000
Reduction In Federal 
Workforce

Performance Management
Pilot Project

122

Elimination Of Unnecessary
Commissions 7^

25 Percent Cut In White
House Budget <^6



WELFARE REFORM

PROGRAM FY93* FY94 £Y95 FY96 EYS2 EY9$ 2£9S

Expanded EITC .700 1.000 2.000 4.000 4.200 4.400 15.6

Expanded JOBS 0 .600 1.500 2.600 3.800 4.000 12.5

Child Support 0 .200 .400.300 .500 .600 2.0

Caseload Reduction 0 0 -.400 -.800 -2.000 -2.200 -5.400

.700 1.800 3.400 6J00 6.500 6^ 24.700

Gcd
WELFARE SUBTOTAL



CHILDREN & FAMILIES

PROGRAM FY93* FY94 FY95 FY96 FY97 FY98 94-98

0 .095 .220 .300 .320 .340 1.275

.018.001 .019.019 .019 .020 .095

.0250 .025 .025 .025 .025 .125

Head Start 0 1.000 2.000 3.000 4.000 5.000 15.000

HIPPY .2000 .200 .200 .200 .200 1.000

W1C .3610 .570 .776 1.083 1.110

.0530 1.14 1.2 1.2481.12 4.761

0 4.77 9.60 9.72 9.72 9.72 43.53

0 .008 .008 .008.008 .008 .040

6.53 15.188.001 13.762 16.575 17.671 69.726

Teenage Pregnancy 
Prevention Strategy

Grants For Licensing And 
Monitoring

Family Preservation Services

Tax Deduction For Adoption 
$5,000 deduction phased out 
at $80,000-$90,000 AGI

Dependent Care Tax Credit

Children’s Tax Allowance

3.9007^

CHILDREN & FAMILIES
SUBTOTAL



EDUCATION & TRATNTNG

PROGRAM FY92* FY94 EY9£ FY97 FY98

V° .034 .034 .037 .037 .038 .038 .184

.0500 .100 .150 .200 .200 .700

Urban Reform .1250 .125 .125 .125 .125 .625

.0750 .175 .325 .525 .750 1.850

.520.250 .540 .561 .583 .606 2.81

.0100 .014 .014 0 « 0 .038

0 .025 .625 .886 1.137 1.40 4.073

.500 .5000 .500 .500 .500

1339.284 2.116 2398 3.108 3.619 12.780

Dislocated Worker Assistance
Act

State And Local Reform 
Grants

EDUCATION A
TRAINING SUBTOTAL

Quality Workforce
Development Act

FY95

Youth Apprenticeship

Chapter 1
Supplemental

Office Of Educational
Research And Improvement 
(Reauthorization)

2.500 —

National Education Goals
Panel



CRIME STRATEGY

PROGRAM FY93* FY94 FY95 FY96 FY97 FY98 94-98

.150 .913 .745 1.200 1 248 1.297 5.403

.060 .900 .900 .900 .900 .900 4.500

Brady Bill .1000 0 0 0 0 .100

.1000 .100 .100 .100 .100 .500

0 .024 .024 .024 .024 .024 .120

Drug Treatment Research 0 .149 .149 .149 .149 .149 .745

SAFE Schools .100 .1000 .100 .100 .100 .500

Gang Prevention Grants .100 .100 .1000 .100 .100 .500

0 .145 .120 .120 .120 .120 .625

White Collar Crime .050 .050 .050 .0500 .050 .250

.005 0 0 00 0 .005

.050Rural Crime Initiative 0 .050 .050 .050 .050 .250

2.636.210 2.338 2.793 2.841 2.890 13.498
CRIME STRATEGY
SUBTOTAL

Law Enforcement Family
Support

Criminal Justice Drug 
Testing/Treatment

Medications Development
Program

Domestic Violence/Rape
Grants

100,000 New Cops/Police
Corps_______ ______

Byrne Grants/Community 
Policing



COMMUNITY EMPOWERMENT

FY97 FY98FY96 94-98FY93* FY94 FY95PROGRAM

.190 .210.170 .850.130 .1500

.991.769 1 179 3.899.404 .556.279

.300 .300 1.500.300.300 .300.300

.200 1.000.200 .200.200.200 .200

.050 .050 .250.050.050 .0500

.540 .562 2.372.520.250 .5000

2.271 9.8712.009 2.5011.7561.334.779

Moving To New 
Opportunities

COMMUNITY 
EMPOWERMENT
SUBTOTAL

Permanent Extension Of The 
Mortgage Revenue Bond 
Program

Community Development  
Banks

Enterprise Zones

Permanent Extension Of Low- 
Income Housing Tax Credit

Homelessness Rehab. Grant
Program



=

FY93* FT94 FY95 FY96 FY97 FY98 94-98

-1354 3.823 11.508 14.716 14.414 13-588 58.469

-an 5-year totals.
nudget authority (BA).



'Z-f 4_ CU-r Svn-e/bMi-

MEMORANDUM

********************************
This memo provides background information for several scenarios that phase-in universal

pins beneficiary growth over a five yearperiotk Ws it, the approachtoufiindli„ HR 5502,

and we a four

A. Reductions in CBO Baseline Estimates (Very aggressive)

19981997 1996 1995 1994 

$6
4

11
4

25
9

21
7

17
7

32
9

49
14

39
14

from FEHBP and CHAMPUS, although relative to the MedicareJavo\n^]h^areiAqU'Je_

minor.------- ---------------------------------
cannot be

Total
Offsets

Total 
Offsets

year period, then post-97 grows at 7 percent. The final scenario reduces the growth in 
spending by 1 percentage point over four years, then also grows at 7 percent The 
assumption is that our global budgeting system and managed competition will be up and 
running by FY 97, generating the 7 percent rate of increase. The savings are overwhelmingly 
from the expenditure cap limiting the growth in Medicare

; The offsets come solely from the universal access program. Put another way, these

I. Federal Savings

We provided three cost containment scenarios in the document: very aggressive/moderate/and 
less aggressive. The very aggressive scenario reduces the growth in federal costs to GDP 

and we have used CBO estimates of Medicare savings from the committee report.  
second scenario reduces the growth in federal spending by 2 percentage points over

TO: Budget Group
FR: Ken Thorpe
RE: Health Care Reform Estimates
DT: December 22, 1992
*************************

^verage.'T^^'sren^ordiffer by both the timing and phasing of universal coverage. They 
also differ by the intensity in which cost containment is pursued.

Health Reform Costs and Savings

B. Moderate Cost Containment

$6 9
4 4

3^ Cost-CkT ‘ -



C . Less Aggressive Cost Containment

to employer financed coverage.

II. New Costs with Health Reform

19981997199619951994

91745433$14

77634526$11

84624527$14

70513620$11

♦Medicare prescription drug benefit

See appendix for more detail

$4
4

10
7

Total*
Offsets**

13
9

20
14

4 Year
Phase-In

5
4

Total
W/O
Drugs*

Total
W/O
Drugs*

6 Year
Phase-In

♦Includes savings from expenditure caps for Medicare, FEHBP and CHAMPUS, as 
well as offsets from phasing in universal coverage. Offsets include reassignment 
of health insurance responsibility from Medicaid , Medicare and CHAMPUS



Policy Options

Aggressive Scenario Generates $24 Billion in Medicare savings by 1997

Moderate Generates $16.5 Billion in Medicare savings by 1997

Lite Generates $5 Billion in Savings

Note that each scenario generates roughly the same offsets. They are slightly different due to 
different underlying growth rates, but as a first approximation the offsets are assumed 
constant across scenarios. To generate the expenditure caps for Medicare will require some 
combination of:

Reduce hospital indirect teaching subsidy to 5% 
Establish prospective payment for hospital outpatient 
care, reducing growth to 12 percent over 4 years

Phase-out hospital disproportionate share adjustment
Move federal employee health benefit plan onto prospective payment 
Reduce hospital update by 2 percentage points
Reduce hospital indirect teaching subsidy to 3 %
Extend Part B subsidy to 25 % in 96/97 (current law)
Freeze Part B Physician Payment Update For 5 Years
Establish prospective payment for hospital outpatient
care, reducing growth to 10 percent over 4 years

Extend 25 % Part B premium through 97 
FEHBP onto DRGs
Reduce hospital payment update by 1 %



♦

♦

♦

♦
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Appendix A
Federal Costs of Universal Health Insurance Plan

HEALTH
Health Reform

Subsidies to Low-Wage, Small Firms.
Approximately 27 million previously uninsured Americans will now receive coverage 
through their employer. Many of these employers are smaller firms that employ low 
wage workers. We have talked about providing tax credits, or other subsidies to 
employers to mitigate the economic impact on these firms. At issue is the extent and 
availability of these subsidies.

Medicare Drug Benefit.
The basic benefit package offered to Americans under the plan would, in all 
likelihood, contain a prescription drug benefit. Medicare does not cover outpatient 
prescription drugs, although 40 percent of Medicare beneficiaries do have such 
coverage through retiree health plans, or those receiving full Medicaid benefits (all 
state Medicaid programs cover drugs). At issue is the timing of the Medicare drug 
benefit, and the extent of cost sharing (e.g. deductible level and coinsurance).

Medicaid Payments to Hospitals and Providers.
Medicaid currently pays hospitals and physicians about 10 percent less than Medicare. 
Mainstreaming the program will, over time, require an alignment of these payments. 
At issue is the timing of this alignment and whether the states would share in any new 
costs.

A fully phased-in universal insurance plan will be expensive. A critical policy issue is 
the extent to which these costs are financed through federal tax revenues or direct payments 
by individuals and employers. Four key elements comprise the costs of the health plan 
outlined above. For illustration, we present the federal costs of these components of a 
universal insurance plan phased-in over 4 years. As discussed below, the federal costs could 
either be lower or higher depending on the following policy choices. Figure 1 shows annual 
costs for each element of your plan under a given set of assumptions.

Subsidies to Low-Income Americans.
The proposal subsidizes the costs of health insurance individuals and families with 
incomes below 200% of the federal poverty line. At issue is the extent of the subsidy 
(e.g. premiums, cost sharing, limits on out of pocket spending) and which individuals 
are eligible (e.g. those under 150%, 200%, 250% of poverty).



Figure 1. Federal Costs of Universal Coverage, Phased-in 1994-1997 ($ Billions/

9897969594

8 14530

3835257 17

12 15932

149 113 7

10962 4Other*****

917454$14 33TOTAL

♦ ♦♦ Subsidize premium costs above 9% of payroll for firms with fewer than 150 workers.

’Coverage is phased in according to the following schedule:

1997 All are covered through subsidized insurance or mandated employer coverage.

22

Subsidies to
Low-Income
Individuals**

Subsidies To
Firms***

Medicaid 
Payment 
Enhancements*

* Set at 80% of Medicare levels in 94, 85% in 95, 90% in 96 and 100% by 1997. 
New costs federally financed.

1994 Coverage for pregnant women and children under 18, all Americans under 50 percent 
of poverty. Firms with 100 or more worker mandated to provide coverage.

1995 Coverage for all those living in poverty. Mandates for firms with 75 or more 
workers .

Medicare Drug
Benefit****

1996 Coverage for all those living under 50 percent of poverty. Mandates for firms with 
50 or more workers.

****Package includes an $850 deductible with a 20% coinsurance requirement..

** Those in poverty face no cost sharing or premium requirements. Premium 
set at 20% of cost at 200% of poverty, 15% at 150% of poverty.
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MAJOR OPTIONS FOR MEDICARE DEFICIT REDUCTION

December 2, 1992

Reductions in Provider Payments

policy

part A

$4.0 b
1.

4.72.

.83.

Part B

$ .3 b
1.

1.72.

1.63.

.8(
4.

. 55.

$ .3 b
1.

. 12.

. 13.

Apply relative values to overhead

Reduce updates by 1% for 5 years

Savings 
in FY 97

Parts A and B

Reduce graduate medical education 
payments for specialists in oversupply

Limit variation by hospital in

GME payments

Penalty for paper claims

Expenditure target of 8% for inpatient 
hospital services

Reduce update by 2% beginning in FY 94

Occupancy penalty for capital payments

Freeze updates for 5 years

Establish prospective payment for 
hospital outpatient services with 
expenditure target

Reduce payments for laboratory services
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in Beneficiary CostsIncreases• ?

policy

8.0

2.

$ .7 bin 1993

2.3
2.

K

A

5
Savings 
in PY 9Z

B deductible

Index deductible beginning

Set deductible at $200 in 96

yart

1.

part

1.

B premium

Extend 25% rule thru 97_

Setpremium at 30% of costs beginning in 96
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1998TOTAL19971996199519941993LOW COST

Page 1

Health Care: ________________

National Health Care Reform ______
Long-Term Care and Personal Assistance Services 

A1QS- Women's Health and Pub. Health Initiatives (1)

0.00

0.00

0.00

0.00

0.1 6

0.00

0.15

0.01

OJJJ7

0.25

0.05

0.04

0.02

0.01

5.30

0.00

0.10

5.20

0.15

0.10

0.00

0.05

6.05

0.00

0.10

5.95

0.13

0.13

0.00

0.00

0.79

0.47

0.15

0.05

0.08

0.05

6.85

0.00

0.10

6.75

0.15

0.15

0.00

0.00

0.79

0.58

0.16

0.05

0.00

0.00

3.38

2.24

0.66

0.22

0.18

0.09

5.10

0.00

0.00

0.10

3.00

2.00

0J00 
~0.00

0.00

0.00

0.00

0.00

0.00

10.70

4.30 

0.00 

1.00 

2.00 

2.00 

0.20

0.20

1.00

12.40
4'.00

0.00

0.50

3.00

2.00

0.50

0.40

2.00

13.40

4.50

0.00

0.20

3.00 

2.00

1.00

0.70
“ 2.00

Rebuild America:
Highways, Bridges and Mass Transit 

High Speed and Other Rail (2) 

Airports and Aviation (3)  

Waste Water Treatment (3) (4) 

Drinking Water Supply (3) (5) 

Defense Firms  

Defense Workers______________
Local Communities

0.65

0.36

0.14

0.05

0.08

0.03

60.40

19.20

0.00

2.40 

14,00 

10.00

3.20

2.60

9.00

0.74

0.53

0.15

0.06

Environment and Energy:

Natural Resources Infrastructure

Energy Conservation (6)__________
Federal Energy Efficiency Fund 

SUMMARY OF COSTS 

(In $ Billions)

0.00

0.00

0.00

0.00

0.00

0.00

Environmental Technology: (13)  

R&D (NSF & Env. Tech. Centers)______________

Stimulate Commercializaion of Env. Tech. (3) 

Convert Fed. Cars to Nat. Gas and Electric 

Eliminate Purchase of CFC Cooling Units (3) 

Convert Fuel Oil Fed. Bldgs, to Natural Gas (3)

0.79

0.58

0.16

0.05

0.00

0.00

12.00

3.40

0.00

0.40

3.00

2.00

0.70

0.50
’ 2.00

11.90

3.00

0.00

0.30

3.00

2.00

0.80
0.80

2.00

23.84

16.00

0.20

 7.64

CMS"

0.15

0.00

0.00

47.86 

39.00

0.20

8.66

42.03

16.00

0.50

25.53
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19981996 1997 TOTAL199519941993LOW COST

2.652.40 6.801.801.551.050.00Defense Program Increases:

5.35 2.401.80 2.101 .100.350.00National Service:

- - WIC

(

Page 2

70^00

60.00

10.00

7.00
4.00
2.60
0.40

0.00

0.00

0.00

10.00
1.0.00

10.00

10.00
oloo

10.00

16J8
6.32

0.02

0.03

4.00 
' 0.20 

kps

k20

9.72

0.01

8.50
4.20
3.80
0.50

110.00

60.00

50.00

21 .80 
if. 90

8.50
1.40

52.06

0.94

0.08

0.10

10.00

0.80

2.79

3.51

33.81

0.03

3.80
2^00
1^0

0.30

15.19

0.30
0.02

0.03

3.00
6.26 

-QJ8
1.14

9.7 2

0.01

0.00

0.00
o’oo
0.06

0.00

0.00

0.00
0.06

o’oo
0.00

<3
r

10.00

0.00

10.00

il
3

6.53

0.10
0.02

0l03
1.00

0.20

0.36

0.05

4.77
6.01

13.76

0.22

0.02
0~03 

2.00

0.20

0.57 
j J 2

9.60 

0.01

SUMMARY OF COSTS 

(In $ Billions)

17.67

0.34

0.02

0.03 

5.00

0.20

1.11

1-25

9.72

0.01

Children & Families:

Family Preservation Services 

Tax Deduction for Adoption

Grants for Licensing and Monitoring

Head Start___________________ ____

HIPPY

Dependent Care Tax Credit

Childrerfs Tax Aljowance^

Teenage Pregnancy Prevention Strategy____ _

Hl

Welfare Reform:
Expand EITC (7) 
Expanded JOBS 

Child Support

? 8

IS 
< TJ) 

n

10.00
0?00

10.00

(T\

Finance: (3)

RTC S&L Insurance Fund

Infrastructure Bank

10.40
4.40
4.00
2.00

0.70
0.70

0.00
0?00

'-Q

1.80
1 .00
0.60
0.20
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19981995 1997 TOTAL1994 1996LOW COST

Page 3

0-28
Chp3 
o7oo

000
0.00

0^25

0.00

0.00

0.00

2.79

1 .20

0.90

0.00

0.10

0.02

0.15

0.10

0.10

J0J2
0.05
0.00

0.05

10.82

4.26

3.66

0.10

0.40

0.10

0.60

0.40

0.40

0.51

0.20

0.0 1

0.20

3.62

0.04

0.20

0.13

0.75

0.61

0.00

1.40

0.50

2.89

1.30

0.90

0.00

0.10

0.02

0.15 

0.10

0.10

0.12

0.05

0.00

0.05

2.12

°-04

0.10

0.13

0.18

0.54

0.01

0.63
o'so

2.34

0.75 
plip 

o’00 

ojg 

0.02

015

0.1 0
ojo
0J2
0^05 

^.00
o’o5

2.84

1.25

0.90

0.0 0
0.10

0.02

0.15

0.10

0. ! 0

0.12

0.05

0.00

0.05

1.34

0.03

0.05

0.13

0.08

°-52

0.01

0.03
6.50

0.21
6.15
0.06

0100

0-00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

SUMMARY OF COSTS

(In $ Billions)

Education & Training:

National Education Goals Panel

State and Local Reform Grants

Urban Reform

Youth Apprenticeship___ _______

Chapter 1 Supplemental

Office of Ed. Research and Improvement (Reauth.)

Quality Workforce Development Act

Dislocated Worker Assistance Act

9.45

0.18

0.50

0.50

1.10

245

0.04

2.67

2.00

2.64

0.91

0.90

0.10
b.io 

0.02

0.15

O-IQ
0.10

0J5

0.05 
o’01

0.05

2.60

0.04
6,15

013

0.33
6,56

0.01

0.89

0.50

3.1 1

0.0 4

0.20

0.13

0.53

0.58

0.00

1.14

0.50

Crime Strategy:_______

100,000 New Cops/Police Corps

Byrne Grnts/Community Policing 

Brady Bill

Criminal Justice Drug Testing/Treatment

Medications Development Program 

Drug Treatment Research

SAFE Schools _

Gang Prevention Grants____

Domestic Violence/Rape Grants

White Collar Crime_

Law Enforcement Family Support

Rural Crime Initiative

1993
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F

10.00

F- 10.00

| 93.33 61.55 86.83 127.12TOTAL - LOW COSTS 76.51 445.34 145.17

Page 4

P-

2.01

0.1 7

0.77

0.30

0.20

0.05

0.52

2.50

0.21

1.18

0.30

0.20

0.05

0.56

1.33

0.13

0.40

0.30

0.20
0?05

0?25

7.32

1.8°

0.00

0.1 2

5.40

0.12

000

0.12

0
0.00

2.23

2.10

0.00

0.13

0.00

10.00

10.00

50.00

50.00

0.00

0.00

10.00

10.00

8.15

0.64

3.00

1.50

1 .00

0^20

1.81

SUMMARY OF COSTS

(In $ Billions)

2.7 2

0 80 

0.05

0T)7

1.80

1 76

0.15

0.56

0.30

0.20

0.05

0.50

5.08

k40

0.00

008

3.60

2.27

0.19

0.99

°-30

0.20

0.05

0.54

Technology/Mfg./Small Business:

R&D Tax Credit (3)

SBA Loans

Export Promotion

Technology (8)

0.78

0.00

0.28

0.30

0.20

0.00

0.00

7.10
ijeo

0.00

0.10

5.4 0

22.34

5.60

0.17

0.37

16.20

Community Empowerment:

Community Development Banks

Enterprise Zones 
Perm. Extension of Low-Income Housing Tax Cred.

Perm Extension of the Mortgage Revenue Bond Prog. 

Homelessness RehaL Grant Program

Moving to New Opportunities

Tax Incentives:

ITC (Permanent. Incremental 10%) (9)

10.00

10.00

1000

10.00
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Page 5

1.00

0-7P
0.20

0.10

1.60

0.46

0.14

0.90

0.08

0.03

1.25

0.75

0.30

0.20

1.85

0267

0J5

0.90

0.08

0.05

27.08

7.00 
2?68

0.30

3.00

2.00

5.80

4.30

2.00

1.40

0.75 
0*35

0.30

29.48

8^50
2.58

0.20

3.00

2.00

7.00 
4?20

2.00

1.40

0.75
0*35

0.30

7.82

2.94
0?66

3.95
6.18

0*09

0.65

0.00

0.35

0.30

0.00

0.00

0.00

0.00

0.00

0.00

17.38

6.30

1.28
i'oo
2.00

2.00

2.20

1.50

1.10

69.95

44.00
14.00
11.95

5.90

3.63

1.35
0.93

116.50

71.00 

30.00

15.50

7.55

0.00

2.45

0.10

3.00

2.00

0.00

0.00

0.00

94.60

J61.00

20.00

13.60

1.84

0.78
0.16

0.90

0.00
0.00

1.84

0.78 
bj6

0.90 
b/oo

0.00

23.28 
’7.40

0.78

0.40

3,00

2.00

1J0 

4.00

2.00

0.68

0^25

0.05

0.35

0.02

0.01

0.00

0.00

0.00

0.00

Environment and Energy:

Natural Resources Jnfrastructure 

Energy Conservation 

Federal Energy Efficiency Fund

Environmental Technology: (13)

R&D (NSF, Tech. Centers, and interagency program)

StimJate Commercializaion of Eny. Tech.

Convert Fed. Cars to Nat. Gas and Electric 

Eliminate Purchase of CFG Cooling Units 

Convert Fuel Oil Fed. Bldgs, to Natural Gas

Rebuild America 
Highways, Bridges and Mass Transit 

High Speed and Other Rail j(10) 

Airports and Aviation

Waste Water Treatment jll)

Drinking Water Supply (12)

Defense Firms

Defense Workers

Local Communities

0.85

0.68

0 15

0.03

19.06

10.00

0.00

9.06

23.78
s’oo 
0J8
0.50

3.00

2.00

3.50 

4.00

2.00

SUMMARY OF COSTS

(In Billions)

38.43
28’00

0.00

10.43

121.00

37.20

8.10

2.40

14.00 

10.00

22.20

18.00

9.10

222.03

143 JOO 

34.00 

45.03

Health Care:

National Health Care Reform

Long-Term Care and Personal Assistance Services

AIDS, Women's Health and Public Health Initiatives
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50.00

2.651.80 2.40 6.800.00 1.05 1.55Defense Program Increases

1.80 2.10 5.35 2.400.00 0.35 1.10National Service:

Page 6

21.80

11.90

8.50
1.40

0.70
0.70

o.oo
0.00

0.00

0.00
0.00

0.00

0.00

0.00
o’00
0.00
0-00

o.oo

1.80

1.00
0.60

0.20

7.00

4.00
2-6 6
6.40

16.58 
’ 0.32

6.02

0.03 

^4.00
Qi20

1.08

1.20

9.72

0.01

8.50

4.20

3.80
6.50

110.00

60.00

0.00

0.00

0.00

Finance:

RTC S&L Insurance Fund

Infrastructure Bank

3.80

2.00

1.50
6.30

10J30

JO. 00

10.00

13.76
0?22

J0?02 

*0.03

2.00

0.20
* 0.57

1.12

9^60

0.01

15.19

0.30

0.02

0.03

3.00

0.20

0.78

1.14

9.72

0.01

6.53

0.10

0.02

PJL3
1.00

0.20

0.36

0.05

4.77

0.01

SUMMARY OF COSTS 

(In $ Billions)

10.40

4.40

4.00
2.00

10.00

OOP
10.00

70.00 

60.00

10.00

10.00
’ OJO O

10.00

17.67

0.34

0.02

0.03 

5.00

0.20

1.1 1

1.25

9.72

0.01

10.00

0.00

10.00

52.06

0.94

0.08

0J0 

10.00

0.80

2.79

3.51

33.JI

0.03

Welfare Reform:

Expand EITC (7) 
Expanded JOBS 

Child Support

Children & FamiHes:

Family Preservation Services

Tax Deduction for Adoption

Grants for Licensing and Monitoring

Head Star£ _ _________

HIPPY

WIC

Dependent Care Tax Credit

Children’s Tax Allowance

Teenage Pregnancy Prevention Strategy
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Page 7

3.62

0.04

0.20

0.13

0.75

0.61

0.00

1.40

0.50

2.12

(k04 

0J0

0.13

0.18

0.54

0.01

0.63

0.50

2.89

1.30

0.90

0.00

0.10

0.02

0.15

0.10

0.10

0.12

0.05

0.00

0.05

2.79

1.20

0.90

0.00

0.10

0.02

0.10

0.10
o7l 2

OX) 5
0?00

0.05

9.45
6 J 8 

0.50

0.50

1.10

2J5

0.04 
2.6*7

2.00

2.60

0.04 
ojs

0.13

0.33

0.56
0.0*1*

0.89
0.*50

1.34

0.03

0.05

0J3

0.08

0.52 
olQi

o7o3
0.50

2J4

0.75

0.90

0.00
6~io
0.02

0.15
bjo 
o.io
0.12

0.05

0.00

0.05

SUMMARY OF COSTS

(In $ Billions)

°-2_1

0.15

0.06

0.00

0X)0

0.00

0.00

0.00

0.00
o.bo
0.00

0.00

0.00

Education & Training:

National ^Education Goals Panel

State and Local Reform Grants

UrbanJ^eform

Youth Apprenticeship

Chapter 1 Supplemental __________________

Office of Ed. Research and Improvement (Reauth.)

Quality Workforce Development Act

Dislocated Worker Assistance Act

Crime Strategy^_______________________

100,000 New Cops/Police Corps 

Byrne Grnts/Community Policing

Brady Bill

Criminal Justice Drug Testing/Treatment 

Medications Development Program 

Drug Treatment Research
SAFE Schools 2

Gang Prevention Grants_________

Domestic Violence/Rape Grants
White Collar Crime

Law Enforcement Family Support______

Rural Crime Initiative

2.84

1.25
6*90

0.00

0.10
0*02

°-15
6.10
0.10

0.12

0.05

0.00

0.05

10.82

4.26

3.66

0.10

Q-40 
d”io
0.60

0.40

0.40 

0.51

0.20

0.01

0.20

0.28
0^03

0.00 
o6o 
o6°
0.25

0.00

o.oo
o.oo

2.64

0.91

0.90
0*10

0J0

0.02

0.15

0.1 0

0.10

0.15

061
065

3.11

0.04
0.60
6.13 

.0:53 

0.58

000

1.14

0.50
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19981 997 TOTAL1995 199619941993HIGH COST

196.06118.75 164.18 664.78 168.93
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0.64

3.00 

1.50

1.00

0.20

1.81

2.10

2.10

0.00

0.00

0.00

33.61

5.60

0.52

0.49 

27.00

10.00

10.00

10.00

10.00

10.00

10.00

50.00

50.00

10.94

1

o.oo
6.14
9.00

2.27

0J9

0.99

0.30

0.20

0.05

0.54

10.00

10.00

0.00

0.00

2.01

0.17

QiZ7 
oZso
0_.20
6.05

0.52

0.78

0-00
0?28

0J30 

0r20

0.00

0.00

1.33

0.13

0.40

0.30 

(L20

0.05

0.25

0.20 

(kOO

(k20

0

0.00

7.52

1.4°

0J)0

0-12

6.00

SUMMARY OF COSTS 
(In $ Billions) 

2.50

0.21

1.18

0.30

0.20

0.05

0.56

10..73

1.60

0_.00 

0.13

9.00

Technolqgy/Mfg./Small Business: 
R&D Tax Credit ’  '

SB A Loans

Export Promotion

Technology (8)

Tax Incentives:

ITC (Permanent, Incremental 10%) (9)

4.23

0.80

0.32

0.10

3.00

10.00

10.00

1.76

0.1 5 

 0.56

OJO

°-20

0.05

0.50

Community Empowerment: 

CommunityJDevelopment Banks

Enterprise Zones 
Perm. Extension of Low-Income Housing Tax Cred. 

Perm Extension of the Mortgage Revenue Bond Prog. 

Homelessness Rehab. Grant Program  

Moving to New Opportunities
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9. levels for each year dgtermined^by averaging multi-year total estimate

"I

Page 9

1.

2

Assumptions: ___ ______ _ __________ _ __  ______ _____________________________________________ _____________ _________ --

moderate cost proposal (there was no low cost proposal)_______ ____________________L_________
... "Env., Energy, and Natural Resources Options* memo suggests $150 million in '93r increasing to $400 million in '97

3. low revenue estimates are the same as high esimates (all that is available) [  ___I ] |
4. " "Env., Energy, and Natural Resources Options* memo suggests $2.7 billion in '93 and'94 for sewage and wastewater treatment plants

Env., Energy, and Natural Resources Options" memoi suggests $2 biUjon/year starting in '94 for drinking water projects

6. as a part of a stimulus package_______ _________ X.____ __ —......... .................
7. low options for stimulus: $15 billion over 2 years ('93, '94)

high options: $50 billion over live years | ____ ] _ ......................................................

8. this will not add to the deficit ifjunds are transferred from defense R&D_____ _______ _______ ___
9. levels for each year determined by averaging multi-year total estimate |___________ ______  ___________

10. "Env., Energy, and Natural Resources Options" memo suggests $45 million in '93, increasing to $950 million in '97 

l~l7~*Env.. Energy, and Natural Resources Options" memo suggests $4 bill./year startin in '93 for sewage and wastewater treatment plants

12 "Env., Energy, and Natural Resources Options" memo suggests $2 billion/year starting in '93 for drinking water projects
13. '96 numbers were used for ‘97 (no '97 numbers provided in options memo)]|

ET
1



APPENDIX 1

NATIONAL SERVICE

£122 FY98 94-98FY94£¥25£¥24FY931PROGRAM

2.4 7.751.8 2.1.350 1.10

2.1 2.4 7.75U350 1.10
NATIONAL SERVICE
SUBTOTAL

National Service (Cost Per
100,000 Students, Assumes
100,000 Students By January 
1996)

BUDGETARY EFFECTS OF DOMESTIC POLICY INITIATIVES
(In Billions)

SpeuviNG Cu.ts t I rd iT^n^£S ,



REINVENTING GOVERNMENT

PROGRAM FY93* FY94 FY95 EY96 FY97 FY94

-.400 -4.16 -6.896 •9.801 -12.908 -16.217 -49.982

-.013 -.014 -.014 -.015 -.015 -.016 -00.074

-.025 -.052 -.056-.054 -.058 -.060 -00.280

Enhanced Rescission -3.0 -6.0 -6.0 -6.0 -6.0 -6.0 -30.000

Motor Voter Grant 0 .050 0 0 0 0 .050

.010 0 0 00 0 00.010

.010 0 0 0 0 0 00.000

-10.166 -15372•3328 -12.964 • 18.981 •22293 -80276

REINVENTING
GOVERNMENT
SUBTOTAL(savings)

Campaign To Reinvent
Government

3 Percent Cut In Annual Real 
Administrative Cosls/100,000
Reduction In Federal 
Workforce

Performance Management
Pilot Project

Elimination Of Unnecessary
Commissions

25 Percent Cut In White 
House Budget ^06



WELFARE REFORM

PROGRAM FY94 FY95 FY96 FY97 FY98 94-98
Expanded EITC .700 1.000 2.000 4.000 4.200 4.400 15.6
Expanded JOBS 0 .600 1.500 2.600 3.800 4.000 12.5

Child Support 0 .200 .300 .400603 .500 .600 2.0
Caseload Reduction 0 0 -.400 -.800 •2.000 -2.200 -5.400

.700 U00 3.400 6.200 6.500 6J 24.700WELFARE SUBTOTAL



CHILDREN & FAMILIES

PROGRAM FY93* FY94 FY95 FY96 FY97 FY98 94-98

0 .095 .220 .300 .320 .340 1.275

.001 .018 .019 .019 .019 .020 .095

.0250 .025 .025 .025 .025 .125

0 1.000 2.000 3.000 4 000 5.000 15.000

HIPPY .2000 .200.200 .200 .200 1.000

wic 0 .361 .570 .776 1.083 1.110 3.900

0 .053 1.12 1.14 1.2 1.248 4.761

I2- 0 4.77 9.60 9.72 9.72 9.72 43.53

0 .008 .008 .008 .008 .008 .040

6.53 13.762 15.188.001 16375 17.671 69.726

Dependent Care Tax Credit

Children’s Tax Allowance (/-0

Teenage Pregnancy
Prevention Strategy

CHILDREN & FAMILIES 
SUBTOTAL

| Family Preservation Services 

<7 D Tax Deduction For Adoption 
| $5,000 deduction phased out 
| at $80,000-$90,000 AGI

Grants For Licensing And 
Monitoring

Head Start

7^



EDUCATION Sc TRAINING 3^

PROGRAM FY93* FY94 FY9i FY97 FY98

.034 .034 .037 .037 .038 .038 .184

0 .050 .100 .150 .200 .200 .700

Urban Reform 0 .125 .125 .125 .125 .125 .625

.0750 .175 .325 .525 .750 1.850

.520.250 .540 .561 .583 .606 2.81

0 .010 .014 .014 0 * 0 .038

.0250 .625 .886 1.137 1.40 4.073

0 .500 .500 .500 .500 .500 2.500

1339.284 2.116 2398 3.108 3.619 12.780

FY95

Dislocated Worker Assistance
Act

EDUCATION &
TRAINING SUBTOTAL

Office Of Educational 
Research And Improvement 
(Reauthorization)

Quality Workforce 
Development Act

Youth Apprenticeship

Chapter 1
Supplemental

National Education Goals
Panel $g0

State And Local Reform 
Grants



CRIME STRATEGY

FY96FY95 FY97 FY98PROGRAM FY93* FY94 94-98

1.200.913 .745 1 248 1.297 5.403.150

.900 .900.900 .900 .900 4.500.060

0.100 0 0 0 .1000Brady Bill

.100.100 .100 .100 .100 .5000

.024 .024 .024 .120.024 .0240

.149 .149 .149 .745.149 .1490Drug Treatment Research

.100 .100 .100 .500.100 .1000SAFE Schools

.100 .500.100 .100 .100.100Gang Prevention Grants 0

.120 .120 .120 .625.120.1450

.050 .050 .250.050 .050.0500White Collar Crime

0 0 .0050.005 00

.050 .250.050 .050.050 .0500

2.841 2.890 13.4982.338 2.7932.636J10

Criminal Justice Drug 
Testing/Treatment

Byrne Grants/Community
Policing

CRIME STRATEGY
SUBTOTAL

Domestic Violence/Rape
Grants

Law Enforcement Family
Support

Rural Crime Initiative

Medications Development
Program

100,000 New Cops/Police
Corps



program FY93* FY94 FY95 FY96 FY97 FY98 94-98

0 .130 .150 .170 .210 .850

.279 .404 .556 .769 1.179 3.899

.300 .300 .300 .300 .300 .300 1.500

.200 .200 .200 .200 .200 .200 1.000

0 .050 .050 .050 .050 050 .250

0 .250 .500 .520 .540 .562 2.372

.779 1.334 1.756 2.009 2.271 2.501 9.871

V

V

Community Development
Banks ( .190

.991

COMMUNITY EMPOWERMENT

Enterprise Zones

Permanent Extension Of Low- 
Income Housing Tax Credit

Permanent Extension Of Tbe 
y B Mortgage Revenue Bond 

| Program

| Homelessness Rehab. Grant 
| Program

B Moving To New 
^Opportunities

1 COMMUNITY 

| EMPOWERMENT
I SUBTOTAL



program FY93* FY94 FY95 FY96 FY97 FY98

-1354 3.823 11308 14.716 14.414 13388 58.469

DOMESTIC POLICY 
TOTALS

•NOTE
FY93 numbers not included in 5-year totals. 
Numbers are in outlays, not budget authority (BA).

94-98



;sive Scenario Generates $24 Billion in Medicare savings by 1997 

te Generates $16.5 Billion in Medicare savings by 1997

. Generates $5 Billion in Savings

 25 % Part B premium through 97 
~P onto DRGs
~e hospital payment update by 1 %

—hospital indirect teaching subsidy to 5 % 
—prospective payment for hospital outpatient 
—-educing growth to 12 percent over 4 years

„_-.out hospital disproportionate share adjustment
federal employee health benefit plan onto prospective payment 

—y hospital update by 2 percentage points
—r-?. hospital indirect teaching subsidy to 3 % 
---r Part B subsidy to 25% in 96/97 (current law) 
--- - Part B Physician Payment Update For 5 Years 
___-ch prospective payment for hospital outpatient
- - -reducing growth to 10 percent over 4 years

Options

—.at each scenario generates roughly the same offsets. They are slightly different due to 
—nt underlying growth rates, but as a first approximation the offsets are assumed 
—nt across scenarios. To generate the expenditure caps for Medicare will require some 
^nation of:



1PROPOSED DEFICIT REDUCTION PLAN

Political balance

At the same time, the plan seeks to be politically realistic and to contain 
spending cuts and revenue measures that have some reasonable prospect of passage. 
The plan seeks to avoid the practice sometimes employed by Richard Darman of 
printing a budget with little chance of approval. Even so, passing some of the 
proposals reflected here will represent a very difficult political challenge.

1 This plan was prepared with technical assistance from Al Davis of the House Budget 
Committee staff, whose assistance is gratefully acknowledged.

This constitutes a reasonably tough path. It is, for example, more exacting 
than the path suggested at the Little Rock economic conference by one speaker noted 
for concern about the deficit, who suggested that one of every two dollars achieved 
in deficit reduction be devoted to public investment. (It may be noted that Henry 
Aaron of the Brookings Institution, who gave the toughest deficit reduction speech at

This deficit reduction plan seeks to accomplish several goals. It seeks to place 
the deficit on a firm, downward path and to accomplish substantial deficit reduction 
over the next four years (deficit reduction that far exceeds what is reflected in Putting 
People First'). A key goal is to design a plan that proposes deficit reduction large 
enough and serious enough to be received positively by the financial markets and to 
avert passage of a balanced budget constitutional amendment or other fiscal 
straitjacket measure that could preclude large parts of a Clinton investment agenda 
and be ill-advised from a macroeconomic standpoint.

The plan seeks to achieve political balance and acceptability in several ways. 
First, the deficit reduction consists of three equal elements: one-third of the deficit 
reduction comes from non-defense spending (without including Medicare or 
Medicaid savings); one-third from defense spending; and one-third from revenues. 
Second, for every three dollars saved in this fashion, two dollars are devoted to 
deficit reduction and one dollar to new public investments. (The one-out-of-every- 
three dollars saved that are devoted to new initiatives cover both tax and spending 
initiatives; about two-thirds of the initiative funds go to programs and one-third to 
tax measures, so that revenues constitute about one-third of both gross and net deficit 
reduction.)

Finally, the plan seeks to achieve large-scale deficit reduction without a 
contribution from Medicare or Medicaid, Medicare payroll taxes, or taxes on 
employer-provided health benefits. Savings from those areas will be badly needed to 
finance the Administration's health care plan. It is vital for the Administration to 
achieve national health care reform as well as large-scale deficit reduction.



The long-term deficit path

What about cutting the deficit in half?

2

To get the deficit appreciably lower — to $200 billion or less in FY 1997 — 
would require either a tax increase that affected the middle class more significantly 
than the tax increases proposed here, such as a major gasoline tax hike, or deferring 
reforms to expand access to health care to millions of uninsured people and instead 
using major health care savings for deficit reduction, or both.

the economic conference, later commented that seeking to use two of every three 
dollars saved for deficit reduction purposes and one dollar for public investment, as 
is proposed here, would be a reasonable approach.)

The plan includes $180 billion in gross deficit reduction in FY 1997, of which 
$60 billion is devoted to initiatives and $120 billion to net deficit reduction. The 
Congressional Budget Office is expected to forecast an FY 1997 deficit of about $350 
billion. (This figure represents the "uncapped" baseline deficit. The comparable OMB 
estimate is currently $384 billion, although that could change when the new 
Administration re-examines the economic and technical assumptions.) Under the 
CBO figures, the path outlined here would lower the deficit to about $230 billion in 
FY 1997.

The deficit reduction measures that would be needed to halve the deficit 
in four years lie beyond the bounds of political reality. If the new 
Administration proposed a plan this severe, it would be harshly 
attacked for some of the proposals that would have to be included, and 
in the end, the plan almost surely would not pass anyway. Most 
Republicans would oppose it due to its tax increases and cuts in 
popular benefit programs, thereby requiring that it secure support from 
an overwhelming majority of Democrats in order to pass. But many 
Democrats would run from it. When "shared sacrifice" becomes too 
great, it becomes a shared reason for opposition. Failure to pass its first 
budget could cause lasting damage to the Administration, generating 
images of continued gridlock and Democratic disarray, and fueling 
renewed efforts to pass either balanced budget amendments or budget 
process measures that establish fixed deficit targets backed up by across- 
the-board cuts — and that could force the White House to choose 

This plan does not cut the deficit in half. But given the large increase in the 
deficit, such a target is no longer realistic. I would recommend against it for several 
reasons.
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between politically excruciating cuts and a large sequester shortly before 
the 1996 elections.

The experience with the Gramm-Rudman-Hollings law shows that when 
deficit reduction targets are overly ambitious, they collapse. The new 
Administration's goal should be to aim for a very tough, but still 
politically realistic, level of deficit reduction — and then to fight for it.

Also, the President can note that he could have proposed deeper deficit 
reduction if he used health care savings to finance deficit reduction, rather than to 

In addition to not being politically realistic, proposing to halve the deficit in 
four years, is, I think, also not politically necessary. Shortly after the new deficit 
forecasts become public, the President could tell the country — perhaps in a fireside 
chat — that the deficit problem he has inherited is far worse than had previously been 
known. In essence, he could explain that the hole into which the nation has gotten 
itself over the past 12 years, on a bipartisan basis, is much deeper than had been 
understood — and that it will take longer than previously envisioned to dig 
ourselves out of it. If he accompanies this message with a budget calling for large- 
scale deficit reduction and containing some politically courageous proposals, this 
should work.

Furthermore, the plan outlined here would cut the deficit $120 billion in FY 
1997, getting about one-third of the way to a balanced budget in four years. For 
those who favor a balanced budget, it is not unreasonable to suggest a 12-year path 
to get there, since it took 12 years to dig the deficit hole to its current depth. Indeed, 
the centrist-to-conservative Center for Strategic and International Studies last fall 
called for a 10-year path — and did so at a time when the deficit forecasts were 
much lower than they now are.

Of course, the new President may receive some criticism for "backing off" the 
goal of halving the deficit in four years. But the criticism should be muted when 
potential critics look at the tough deficit measures he is proposing, as well as the new 
deficit forecasts.

The public will be more willing to tolerate the sacrifices that major 
deficit reduction entails if the economy is growing at a significant rate, 
generating jobs and income gains. Cutting the deficit too deeply by FY 
1997 might slow growth too much. (Since it is probably unwise to seek 
much deficit reduction in FY 1994 due to continued weakness in the 
economy, the annual deficit reduction that would be required in fiscal 
years 1995 through 1997 to halve the deficit by FY 1997 might be too 
large.)



What Baseline to Use

2 The first part of this section reflects an earlier memo by Richard Kogan.

4

Using the uncapped baseline enables the President's deficit reduction 
proposals — and hopefully, his deficit reduction accomplishments — to 

address the problems of 35 million Americans who lack health care coverage all year 
long, millions more who are underinsured or lack insurance for part of the year, and 
millions who are locked into an unsatisfactory job because of fear of losing their 
coverage if they change jobs. Republicans and conservatives who take more hawkish 
positions on the deficit usually do not call for deeper defense cuts, higher taxes, or 
reductions in Social Security benefits — instead they concentrate on entitlements in 
general and health care entitlements in particular. If the new Administration 
proposes tough health care cost containment and related health care savings — and 
uses them to fund health care access reforms — that should partially defang some 
critics. Those critics may find it hard to argue that health care reform should be 
abandoned or postponed and health care savings used for deficit reduction instead. 
(Indeed, the principal focus of criticism from Republicans is likely to be on the other 
spending initiatives the Administration proposes.)

Using the uncapped baseline should help secure passage of a more 
reasonable level of revenues. If the capped baseline is used, revenues 
will appear to constitute a significantly larger percentage of the total 
deficit reduction package. For example, under the plan outlined here, 
revenues make up one-third of the FY 1997 deficit reduction. But if the 
capped baseline were used, $50 billion of spending cuts in FY 1997 
would not count as deficit reduction, and revenues would be pictured 
as making up 46 percent of the total. Congressional politics being what 
they are, that would probably make it harder to raise as much in 
revenues — and thus could reduce the total amount of deficit reduction 
achieved.

Finally, if there is some criticism, it will be better to take a few lumps now for 
modifying the four-year deficit goal than to stick to the "halving the deficit" target 
and be criticized for the next four years for falling far short of delivering on it (and 
also to take political heat for proposing highly unpopular cuts or tax increases that 
then fail to pass anyway).

Another issue that must be addressed is whether to use the "capped" baseline 
or the "uncapped" baseline. I believe the uncapped baseline should be used for 
several reasons:2
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I would add that the political criticism that would otherwise be generated by a 
Clinton proposal to raise the discretionary caps for fiscal years 1994 and 1995 will be 

Finally, it is likely that adoption of a Clinton investment agenda will 
entail breaching the current discretionary spending caps, especially in 
FY 1995. (For example, total discretionary spending would exceed the 
caps under this plan, despite the significant discretionary spending 
reductions and the scaling back of various initiatives.) Adherence to the 
caps would likely entail sacrificing a significant part of that agenda. 
And if the Administration is going to propose to raise the caps, it does 
not make much sense to use a capped baseline.

An important related question is whether to use a baseline reflecting FY 1993 
defense appropriations levels, as adjusted for inflation, or the Bush defense path. For 
many of the same reasons, I would urge that the standard baseline practice be 
followed and that the FY 1993 levels, adjusted for inflation, be used. Using the Bush 
defense path as the baseline will make tax increases seem to be a larger percentage of 
the Clinton deficit reduction plan and make it harder to secure as much in revenue­
raising measures. It will also make the total deficit reduction achieved seem smaller 
— and make President Clinton's deficit reduction accomplishments look less 
impressive. (I understand the concern that using the standard baseline practice — 
i.e., using the FY 1993 defense appropriation — would look like an attempt to make 
the deficit artificially appear larger, but I'm not sure that is how it would be seen. 
I'd suggest some further consultations on this issue.)

Using the uncapped baseline is not an exercise in smoke and mirrors. 
To the contrary, it is the most legitimate approach analytically. Real 
cuts have to be identified, proposed, and enacted just to get to the 
capped baseline. Using the capped baseline as the "starting point" 
camouflages the fact that real cuts are needed to get there. Moreover, 
use of the uncapped baseline correctly shows how serious the current 
deficit problem is and how urgent it is that strong action be taken.

be portrayed as being far more substantial than if the capped baseline is 
used. For example, the $120 billion that this plan achieves in deficit 
reduction in FY 1997 would be pictured as being $70 billion if the 
capped baseline is used. The percentage by which the baseline deficit is 
cut would also appear smaller. (It may also be noted that the savings in 
the 1990 budget agreement, to which a new Clinton budget agreement 
may be compared, were from an uncapped baseline. If a new budget 
agreement is reached, use of the capped baseline will mean that the 
President gets credit for $200 billion less in deficit reduction over five 
years than is actually achieved.)
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less strong if: a) the increase in the caps is part of a larger, substantial, long-term 
deficit reduction plan that includes significant entitlement cuts; and b) the
Administration makes clear that its support for raising the caps is conditioned on 
approval of an overall large-scale deficit reduction package. In fact, a "linkage" approach of 
this nature may help to secure more votes from Appropriations Committee members 
for the overall deficit reduction package.



The Deficit Reduction Plan
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The defense component assumes adoption of most of the savings envisioned 
under Aspin B. Based on House Budget Committee estimates, this results in FY 1997 
outlays that are $60 billion below the FY 1997 OMB baseline level. The baseline level 
in question reflects the FY 1993 defense appropriations level, adjusted for inflation.

It is assumed, of course, that the plan would be accompanied by budget 
enforcement measures, such as an extension of pay-as-you-go rules and new caps on 
overall discretionary appropriations.

The revenue component assumes about $22 billion in upper-income rate increases 
and related measures (such as extending Pease and PEP), about $18 billion in base- 
broadeners that primarily affect upper-income groups and in taxes on foreign 
corporations, $4 billion from extending existing tax provisions, and a menu of 
additional items, including energy taxes and miscellaneous items, from which to 
choose. The revenue component of the plan actually contains options for $73 billion 
in FY 1997 revenue-raisers, with the idea that $60 billion of revenue-raising options 
would be selected from the list.

The plan consists of four components: non-defense cuts of approximately $60 
billion in FY 1997; defense reductions of about $60 billion in that same year, achieved 
through adoption of most of the "Aspin B" plan; revenue-raisers of $60 billion in FY 
1997; and initiatives — including both tax and program initiatives — totalling $60 
billion in FY 1997. The plan does not include health care provisions. It is assumed 
that the national health care reform plan will be deficit-neutral in FY 1997 and will 
begin reducing the deficit at some point after that. (Budget and health experts such 
as Robert Reischauer and Henry Aaron advise that one would have to do extremely 
well on the cost containment side just to pay for the costs of expanding access over 
the next four or five years. Achieving net deficit reduction from health care reform is 
not realistic during this period.)

The non-defense component: The non-defense component contains three elements 
— about $20 billion in discretionary savings in FY 1997, nearly $30 billion in 
entitlement savings exclusive of Medicare and Medicaid, and about $14 billion in 
debt service savings. Several of the items included may not be politically viable or 
feasible. Since the reductions included in this area, however, total to about $64 
billion, several items could be removed and still allow this component of the package 
to reach the $60 billion target. For example, if deemed politically necessary, the 
increased taxation of Social Security benefits could be limited to those at higher 
income levels than are reflected in the plan.
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PHOTOCOPY
preservation

It should be noted that this plan includes a number of items that will be 
politically difficult to pass, such as the proposals to increase taxation of Social 
Security benefits and to cut in half the COLAs for early retirees in the military an 
civil service retirement programs. This illustrates the difficulty of seeking to produ e 
a package with a larger volume of savings, unless larger energy tax increases are 
included (an approach I would favor) or health care access reforms are scrapped or 
watered down and large health care savings are used for deficit reduction instead (an 
approach I would urge against).



DEFENSE

Total1994 1995 1996 1997

-29.5 -44.9 -147.9Most of Aspin B -13.5 -60.0

1201.6
1045.5
1053.7

(Note: these figures reflect the current OMB 
uncapped baseline for function 050 and House 
Budget Committee staff estimates of outlays under 
the Aspin B plan.

OMB baseline outlays 
Aspin B outlays
Proposed outlays in plan

288.9
274.6
275.4

295.5
264.4
266.0

303.9
256.5
259.0

313.3
250.0
253.3




