
November 26, 1993 

MEMORANDUM rOR BOB RUBIN 

FROM: GENE SPERLING 

SUBJECr: PRESIDENTIAL LEGACY 

The goal of having a legacy is to bring about a lasting change that makes our country 
greater in the long-run, not so members of the AdministratIon can fce! they accomplished 
something. That is the sense of what this memo addresses, 

I. PROMOTING OUR LEGACIES: In conSidering what the Clinton legacy should be, I 
want to start with two main points. One, is that to leave any, we must show in everything we do 
and everything we say, that we have new ideas, that we believe in them, and that they are going 
to make a lasting difference in peoples lives. Bill Clinton, the candidate, promoted new ideas 
that lit up peoplcs' imaginations. It is harder here, because by the time we even pass a new piece 
of legist;ttion, we have heard so much naysaying, doubts about anything that is a new idea, and 
arguments for the status quo, that it is easy for us, almost subconsciously to let up in promoting 
our new ideas, We cannot let the naysayers, the skeptics and the interest groups who have been 
here fOfC1ver dampen our enthusiasm for our new ideas. Ifwe do not believe in our new ideas 
with all of our hearts, no one else will, It will always be easier to teur down later what we fail to 
establish as the importance of today. We do it bcautifuUy for heaUh care, but we must nol forget 
to do it for National Service, cmpowennent zones, community development banks and 
community policing, income contingent loans and so on. 

II. TYPES OF LEGACY INVESTMENTS: Second, and related to the first point. we 
must consider what types of positive investments are capable of leaving lasting legaci(..'S, When 
cOlls.idcting budget choices, it is helpful to divide up new investments into three types. Type 
One, is where we simply increase funding for programs we support~· education. technology. 
infrastructure, environment, etc, Type Two, arc investments in existing programs, but where our 
Increased funding works to establish a lasting principle. Type Three investments, nre new 
investments that till struc;tural gaps, I believe the legacy we leave will be based on how 
committed we .arc to making tough choices to focus on Type Two and Type Three forms of 
investment!L 

Type One Investments: Why Spending More on/he Righl/nvestments is Not Good 
Hnough willI Tight Caps: In the \-\'aT room, we used to say to remember that if Clinton won, more 
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kids would go to college, more cops would be on the street, more homeless people would have 
homes. These di ftcrentials In investments help real people and arc important llnd arc often what 
distinguishes Administrations of different philosophies. Yet. in a budget world where we cannot 
do everything we want, we should focus on those investmenls lhat will allow us to leave lasting 
changes. As the years go by, all that is remembered about most investments is that during the 
Democratic udl11inistrations, more was spent on Education Program A, .md under the Repuhlican 
Administration less was spent, and then Democrats won and more was spent and so on. 

Lcgadcs are left when all Admilli.'itratioll come~' ilt ami fdls (l structuraJ gap or .vets a 
prim.:ipie tlla/Jem'es a tUf(mg eJlougl' legacy that it lasts through alty adminis.tration. Consider 
Medicare, Social Security, or the Civil Rights Act of 1964. And so when you look back in 2006, 
you can say here arc the lasting cha.nges we left America that continue to make it a better place. 

Type Two Investments - Establishing A Lasting Principle: When ..ve increased 
funding for the EITe, it was not just another moment that another proposal was increased in a 
Democratic Administraiion; later to be decreased in a Republic.m Administration. [[we keep 
getting out our message. we will have established a principle that if you work full-time and have 
a child at home, you should not faise that child in poverty, If wc continue to stress this, it could 
become a lasting principle that is not open to major alteration by future Administrations. If we do 
not continually build up and establish this principle, then it win be just anotber spending program 
that goc~: up when Democrats are in office and down when Republicans are in. 

Type Three Investments - Filling Structural Gaps: This is where an Administration 
seeks not only a new idea, but to fill a structural gap in the society or economy. Retirement 
security was the gap that was fined with Social Security. for us, the main one is health care. The 
gap is the lack ofuniversal care, and if we fill that gap. it will leave a legacy. No later 
Administration will be able to unravel that Administration, and people will be able to say in 
1996, 2{l06 01' 2046, that was a lasting legacy of the Clinton Administration. 

Ill. 1995 BUDGET CHOICES - FOCUSING ON LASTING LEGACIES: Health Care is 
m:r greatest chance for legacy if we both fill the structural gup. and cmmrc we establish that this 
is embedded in a fundamental principle of uHiversal coverage, National Service can be a legacy 
because it too can fill both goalS. The hardest decisions are, as you approach the 1995 budget, 
how to lOCUS our limited resources on the few other areas where we can DO more than good: we 
can lCi\\'c a mark on America. 

LCgilCY Pieces of Lifelong Learning: Tr;llning And Pre~Kindcrgartcn Readiness: 

Tr((illi1J~: In worker training, as in health carc, there is a strong case to he made that there 
is H Ibndamcnwl gap in our economy. Unlike other developed countries, we have no nationwide 
principle of training any laid-offworker and no real avenue for hjgh~ skilled tmining for those 
people who don't go to college. If we fill those gaps, with universal displaced worker training 
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<IUd a nationwide school~to~work initiative, then we can say that we filled a structural gap in our 
(,'ConQmy tbat empowers people. Yet, these investments will only be seen as new Democratic 
spending, unless we build them lip as major initiatives that, for the first lime, say 10 all 
Americans, prior 10 our AdmilllSiration. we had no ethic or program lhat said to Americans, we 
will help those who want to be empowered with training be empowered -- whether you are a high 
school sa.dent, a welfare recipient or a displaced worker -- and with our Administration that 
changes r:ow. The other aspect we could do to heir leave this legacy is to establish income
contingent loans, as EXCEL Accounts, where in every home in America. people knev ..' that we 
would always allow them to borrow to invest in themselves, and then pay back as their 
investment in themselves pays orf. 

PaTents lie/ping Kids Elitering School Ready to Leam: The other area tn lifelong 
learning where We should seek a legacy is in early childhood education. Giving every child a 
chance is tbe most fundamental moral and economic imperative in our nation. The danger again, 
is that we simply spend more and better, but fill no structural gap or establish no lasting 
principle. Clearly one principle would be full· funding orprc-K programs that work, yet doing so 
with Head Start iti going to he a squeezc budget-wisc, ~>\n area where we could leave a legacy, 
however, is a rock·solid, nationwide commitment to parental involvement in making every child 
ready to learn. It is government at its best: empowering families to help themselves, yet ensuring 
that every child has a fair chance to learn. We could stress the ro)e ofparcnts as first teachers in 
HiPPY~type programs, Head Start and all children's programs, and ask business leaders to join us 
in a bipanisan nationwide effort to ensure that every child enters school ready to learn. Because 
this was one of the NONs Education Goals, and because of HIPPY, this is a perfect principle 
that this President can caB on for us to look to our better selves and ask America to put their time 
and their wallets where their rhetoric is when it comes to giving poor children a chance, 

In sum, I believe we should do what we can to do more for technology, infrastructure, 
energy, trade promotion, and certainly urban economic development Yet, we must have some 
priorities among our prioritlcs. Health care is clearly number one. yet in choosing beyond that, I 
believe that areas of lifelong Icaming where we can fill a stmctural gar and establish a iasting 
principle -- national service, universal training (for welfare recipients as well), school-to-work, 
and a national commitment toward parental involvement in school readiness -- is where we can 
besl leave a legacy and should gu~de our budget choices. 

IV. NON-IlUIlG.:T LEGACIES: There are two I wish to stress. 

Service: Kennedy used the Peace Corp to leave lasting legacy on service. To take his 
legacy a step further. we must appeal to more Amencans. The key may be to call for every high 
school (or junior high school student) in the nation to allow every student to do service with a 
duss room component for schoo! credit. By doing so, you would be ahle to appeal to not just 
J00,000 homes, but to 60 minion homes who might have a child in junior high school or high 
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schooL Everywhere you go, you could ask to join your national service, but also to do high 
school community service. You could appeal directly to millions o(young people in a way that 
the full National Service docs not allow. 

Parental Responsibility: The second legacy would be the principle ofparental 
responsibility" It is a principle that matters to everyone. llnd allows you to speak (lirectiy Lo every 
hOlne tn America. Like service, there arc also programs that give content and suhstance to the 
IllCSS,lgC, so it cannot be portrayed as simply a principle, You can talkabout parents helping 
their kids with school and their young kids to he rcady to learn. toughness against dead-heat 
dads, helping kids make the right choice about sex and drugs. Yet, also you can stress that 
govenuncnt seeks to cmpnwer such parental responsibility through HIPPY programs, Family and 
MedIcal Leave and ElTe, 
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ant! ifso! believe we if 

an <inHere, I fed we should do more, because on a moral and economic level, I feel we have an 
obligation to glvC all children 3 fair chance. The problem, we face, is that this could too easily 
hecome a "spend more" area, and not a legacy area. A clear established principle of full-funding 
every Head Start and WIC ~~ could mise it to establishing a principle of commitment to fully
funding prograrns Ihal work for disadvantaged children. Yel. we face severe budget restraints in 
fully-funding Head Start 

In other words, while I helieve that GOALS 2000 and other school issues are important 
and should be stressed. I believe your greatest capacity for lasting change at tbis period of time. 
is 10 focus on the training that comes after school and before school. If we both pass and 
constantly promote universal workcr training and apprenticeships, than we can say in the year 
2006, that whcn the Clinton Administration took office, there was no nation\\idc training system 
for dealing with all displaced workers 
and no national strategy for training students who didn't go to college. 

Ifall we do is find more money for vocational education or increase worker training money, than 
we will have done the right thing, but we win not leave a legacy, Yet. and continually explain 
and promote that change to America. than we will have left a las:ting positive change in how the 
American economy invests in people. I believe the other area is that we as a gap 

helieve the other main legacy should be a few major components of lifelong learning where we 
can pcmlanently fin a struclural gaps or establish a lasting principles that will 
live on through any Administnltion. If we just increase funding for good education and training 
programs, we will not leave n legacy. What we should do is identify where we can fill a 
structural gap or establish a lasting principle. I believe tbe main places are 1) a universal 
di$plnccd worker training program: 
2) the first Nationwide apprenticeship program; 3) the first capacity to borrow at any time in your 
life and pay hack ,1$ i\ percentage of your future eamings; and 4),a new principle on fully-funding 
crfOl1s 10 have every Ilarent involved in making their children ready to lcam. 

N life long learning we must establish the principle of ful1~fulld1l1g for getting disadvantaged 
children ready to learn wilh the participation of their parents. HIPPY is the greatest program. 
Let's believe enough in It to promote it, even though we would of course allow flexibility to do 
things like Missouri's Parents as Teachers, 



.. 


-6

In raimess, J have chosen these over things like infrastructure, technology and energy, because if 
we have to focus on a few things, these arc the ones that will most likely lead to a legacy and 
fundamcllWI ch.mgc. 

While I think we should clearly try to playa leadership role on GOALS 2000 and school rcronn, 
it is hard to see how a President at this moment could leave a strong lasting legacy in major 
structural rcfonn. The arolls where we can make a distinctive legacy comes li'om learning before 
kindergarten and in worker tmining. 

Creating Principles: 

education 10 make parent>:; the first teachersustng or any program that is proven effective. I think 
what full-fund 
Principle: every child should cntel' school ready to learn. 

madc 
The three main areas I would stres.s are comprehensive worker training and apprenticeships and 
parent education, 

Iicalth Cafe 

Lifelong Learning: With your four distinctive proposals that will last being 1) before the Clinton 
Adminislnltion there was a gap in our training programs, We did not have a principle lhat all 
heing who arc dislocated ShOllld have options for retraining. Ifwe fill this gap, it will be more 
th{lll just money for training 
2. Not appremiccship new principle: 3) Not system for lifelong investment. EXCEL Accoul1ts
can always borrown and invest 
3) Pre-School. If do more, think it is right, But we need to set a legacy mllst he a national 
commitnlcnt Om distinctive legacy can be parental reponsiitiby 
We need to helieve in oor programs, We need 10 promote them in lhe way we ta.lk about them, 
income conlin gent loans 

The other nrc cornprchcnsivc worker training and apprenticesbip The diffemce between and 
investment mnkingjust being more spending and an investment leaving a lasting legacy may be 
simply how we hudd it up, and give it meaning, 

SErvice~· high school service lusting legacy: can affect mil1ion 
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Responsibility 

p.trcntaJ rcspoosiblity: Lasting legacy 

I" Deficit Reduction: 
"Entitlement 
"Deficit Reduction Trust Fund 

2, Economic Development and Job Crcatlon 
"75% Incrc;\s in Small Business expensing 
-m;w smull business capital gains 
•Empowerment Zones 
"l(nplcmcntation of Technology Reinvestment Program 

3. Opcning Markets For American Exports 
-Pas>ogc of NAFTA 
"Successful G-7 Negotiations 
-Export Conlrol 

4, loves! in People 
"lmmunlzation 
-Full reform of education grant 
"National Service 

5. Reward Work and Family: 
-Family and Medical Leave 
-cITe expansion 

704·3212 Darryl WilbUnl 
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THE WHITE HOUSE 

WASHINGTON 

Ian,"lI), 9, 1996 

MEMORANDUM FOR TfIE PRESIDENT 

TfIE VICE PRESIDENT 


FROM; 	 BRUCE REED 

OENE SPERIlNG 


SUBJECT: 	 CABINET RETREAT BRIEFING: 

EDUCATION ISSUES 


L O ••rvl .... 

The most imponant thing this Administration can do to ptepare America for the 21st 
ccnnuy is to 18i$e the level and quality of education for all Qur people. 

TwIce before in the 20th century, America led Ibe world in expanding education 
oppoltUnity for its citizens: Iltst, by malting high school univCISally availabl. in the IitSt 
great tranSition from ram> to factory; and second, by eXpanding =ss to college tbrou&!! the 
OJ. Bill during Ibe secOrid gteat transition to. booming industrial oronomy. Th... gteal 
commitments built the broad American tirlddle olass and enabled thl. country 10 enjoy the 
most ptnSpct<lUS century the world has ever known. 

We arc. now iu the midst of another gn::at transition to an information age and a global 
economy - and once agaln our success in tbis tmnsitiOD depends on education. All 
Amerienns deserve the opportunity and tbe challenge of an education that gives tbern the tools 
to make the most of their GOd-given potential. 

n. Key Legacy Objectlv •• 

Education is at the heart of your strategy fer economic growth and national unity, as 
well as your fundamental governing philosophy: thaI all Americans should have Ihe 
opportunity .0 gel ahead and take responsibility to make the most of it. The depth of your 
eXperience and commitment to cd'ucation, the amount your Administration has already 
accomplished, and Ihe sweep of your agenda give you .he chance to leave a lasting legacy as 
the Education President. 
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The AdminiSlralion has already cSI.blished Direct LendLng and National Service 
progpuns which roakc it easier to borrow or earn the money to pay (or ""liege, and has 
launched a lIotio.wide effort to build oow paths from scbool to work. It wiU make a 
difference in ensuring that schools of !he tutu", strive to meet high _ and use 21st 
century tecbnology. And it will help guarautec that paren .. can send their children to the 
public school of their cboiec, LneludiJl.g cbarI<:r schools. The following areas of education 
stand out as key eloroeats or your education legacy: 

A. Staodards of Ex..lIeD.. ror All 

. American studealS are making progress in randLng, sciellCC and math, but still don'l 
measure up to tbe standard they will need 10 compete ill the next century. OUr gool is !hal 
one day America's gtade scbool. and high sebool. arc the covy of the world, not just our 
<XlUeges and univmiti ••. 

You aiready bave an ambitious agenda to mise the quallty of elementary and 
secondary education: public school choice and cbarI<:r schools to increase """"""lability; an 
army of tuWrs and volunteers to teach reading; education technology and school construction 
to moderniu our schools for a new century; school uniforms. truancy enforcement. safe and 
drug-free programs, religious expression, and cbaracter education to promote our basic 
values. As you set out to build and = that legacy, the greatest rc:maining cballenge is 
what to do next to advance the standards movement that began with Gnals 2000. 

The need for highe, standards in core subjects is clear. On the most recent National 
Assessment of Educational Progress (NAEP), 42% of the 4th graders did not attain the "basic 
level' of proficiency (thls finding is an important basis for your America Reads initiative); 
and on th" Third International Math and Sclence Study· (TIMSS) of 41 nations released last 
fall, U.s. 8tb gradets pcrfonned below the international average in math and slightly above 
the international.verage Ln science. According to the nMSS study, one major explanation 
for the continuing low pcriOtmance in math is thit neitber teacbLns nor textbooks in tbe U.S. 
renee; high .~dards. 

While there has been considerable activitY at the national and state level to develop 
standards in a variety of academic SUbject areas sLnee 1991, the r<Sl)lts have been quite 
mixed. Voluntary national slaDdards have been developed by subjoc! ar•• specialists in 
virtually 4:'Very diSCipline. Some, such as those in math, science. geography and civics, have 
been weU te(eived in the education community I have received at least tacit public suppon j 

and have been valuable tools to state and local officials developing their own academic 
standards. Otbers, most notably in blstory and EnglisManguage artS, have been highly 
controvc:Isial and are little used. 

State experience: with tbe development of standards has been mixed as well. Fony
eight stAtes are developing, .or have developed, standards in core academic subjccts (Iowa and 
Wyoming have left this task entirely to the local level). This is powerful evidence that the 
standards movement is taking bold on a large seale. However, almost every knowledgcable 
observer bellev .. tbat the quality of these; Stale standards is highly varied. For example, an 
AFT survey released last summer indicated that fewer than fifteen states had developed clear 
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and specifie standards, while the others we", tao v8SUe and general. A repon to be released 
next week by l14ucation Week affirms these basic findings. 

Public support for rnlsing academic standards and measuring progress is broad and 
dccp. This is especially true for national standards and tests. AI the same time, the political 
obstacles to setting cballenging sta:Ddalds bave been e.onsidellible. The bipartisan 
Congressional support that led to the ""adment of Goal. 2000 is mucb more polari:<cd now. 
in particulllr around the issue of mandards. As was evidenced at the National Education 
Summit between governo .. and buslncs$ leaders last spting. statc pollti<:alleaders are also 
Ie.. WIlted than at the 1989 Education Summit. and less sure about bow best to proceed. 

In short, the progress in the mO\'em~nt to raise standards bas been considerable over 
the past four yeatS, but the pace is slowing. the quallty uncvCll. and the time i. right for bold 
leadership to spur additional action. 

One bold approacb would be to promote national tests in the core subjects of 4th 
glade reoding and 8th glade math, based on the existing NAEP and TIMSS tests. 

The essence of thls proposal is 10 tr.>ru:form each of the.. assessments into tests that 
wm produce individual scores, and then actively challenge slates and school dislricts to 8dopl 
them .. tb.elr own. This would be the faStO$I way for states to PO' inlo pineo blgh quality 
_ allgn:d with rigorous national and/or intemationalmanderds, and to _ble students and 
their parents to leam bow weU students nnd schoo!s are pcIfonnin& compared '0 !!tat. and 
national slandards, to students and schools throughout the notion (In readin&) and 10 
intom,tiona! benchmarks (in math). 

We could also promote Ibe developmen, of • blgh scbool lev.l test and/or promote 
stale graduation exams and policies requiring students to meet lltanclards before moving from 
one scbool level 10 the next. At Ibc same time. we could highlight a combination of 
sueeessful national, state, and local cffons to mise standatrls and measure student 
pcnormaneo. . 

This approac;b provides bold leadersbip, and can <ranstonn the debate about notional 
standards by fOcusing i, On concrete issues of re.dlng and malh. It holds the promise of 
providing parents and students with a<:curatc info.onation about student performance against 
challcngillg itandards more quickly than m.ost 5tates would if they continue OD their current 
paths. The main downside. is that it has the potential to reignite a debate about federal 
intrusion in educatiOll, especially sin.. both ,es" have been developed witb federal funds and 
with a federal imprimatur. 

. 
B. :21'1 Omtury Scbools 

A second. complementary approach to the national standards proposal is to continue 
the effort 10 build 21st Century school. and classrooms for all -- so !bat every school and 
classroom provides a modem, safe ~nvironmenl and is equipped so that aU students and 
leac;bers can learn intera<:lively io school and at home through engaging software and 
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discovery learning on the Internet 1Wo major them.. that you can conoidor are tbe 

following: 


• 	 Modenrlzing the Classroom of the 21st Csl'"!Y: Few institutions bave <:hanged as 
linl. durillSthe past "ntUl)' as the dasstoom. Our combined emphasis on education 
lCehnoIogy. school construction, making our schools environmentally sound and attcr
school c:an: Is • comprehensive effort to modernize the elassroom fur the finl time in 
generations so that we arc ready fer the 21st c:cnrury. ThIs theme provides a broader 
lIlc!nOtic structure thaI various sub-proposals. 

• 	 Bringing the Nation Togelher by Ensuring Unlvcrsaj Accc!is to Inl0W_ticg 
Technology: Without care, a\XCss to information oed educational technology could 
divide the nation the way that race oed income have in the past. wilh children who . 
have catiy a=ss 10 Ibe internet oed !he world of education technology gelting ahead 
and those who do 1101 falling hopele&Sly behind. II would be a legacy of considerable 
significan" if the President helped ensure lhat every child was technology liteml. and 
had .=ss 10 the information age. For !he 1i"1 lime in Out history, every child 
regardless of incom., race or back810Und -- could have the same _<:CeSS 10 
information cvcrywhore. Tho internet can put mlllioos of computers and thousands of 
libraries on even tho poorest child's desk. 

The attached memo by Orog Simon and Tun Kohlcnbetger gives. good everview of 
oUr initiatives and objc:clivcs. We.should Q)ntinuc 10 look for bold goals 10 mobilize the 
private alld public sector. One idea -- that fits our geal ef every child reading by 8 y..,. 
ok! and being en the internel by 12 yeaxs old - is to ensure that <>very 6th grade tcaeher has 
solid education technology and Int.....I tralnlng by the stunmer of 1998. W. could call for 
summer ...siollllin universities in an so Slates in 1998 for 6tb grade leache'" and ask our 
new private sectOl CEO group to help mobilize It. 

C. Universal Access 10 College and X.ir<ilong Leat11ing 

In the list four years, you have done an enOrmouS amount to open wide tho doors of 
college. With the agenda you have opeUed out for !he ne.. four years, you can sec"", • 
formidable legacy in .xpanding access to college and lifetime learning. 

L Two Year. 1997-199& Push for Guaranteed College Education: Between the 
improved student loan program) income contingent loans, national service, our increases in 
the PeU Gtauts -- and the new education tax cuts we are proposing -- we: will have a 
stru(11Jre that ensures that through loans and grants, ~very young person who wants 10 can be 
guaraJJtecd 8 higher education. Stressing Ihis idea this year, bowever~ could actually 
undermine OUf push for tbe Hope Scholarship, our $10.000 education tax cut, and our major 
increase in PeU Grants. Therefore, we couid spend 1997 on the theme o[ making 13th and 
14th grade universal. and set out to. enact those proposals as wen as the IRA fot education, 
We could also make a communications effort in 1997 to promote: 
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• 	 CoIl... frC!! SaylO..: W. can·boller PlOmoto Illenotion that with IRA and 
$10,000 education deduction. wotking families can engage in lax-free savings 
for col!ege educ::alion. 

• 	 flY-J§-You-Earn/Piwrt, Lending Qunpai&!!: We must continue to support 
and light for our direct lending proposal. but We could also stan • more 
explicit campaign 10 promote our new innovation: pay-as-you-eam. 

In 1998, we could launch a national c:runpaign on the theme Ibat evel)' American child 
is gnaranteed financing for a eoHege education. This would include a clear booldct showing 
how e .... l)'one now can obtain financing (or college, and major joinl campaigns with high 
school co.nselolO, parents grouPS. etc. 

Addilional ideas thaI could be considered would be 10 officially make Pell Grn.nts an 
entitlement to build on Ihls mCSllage, or to more explicitly look for ways to encourage many 
5IaI.. to Imitate the Georgla Hope S<:holarsblp. PeU Grn.nto already function as an entitlement 
on the diseretiODa!)' side, yet pulling it on the mondato'Y side COl.Ild bo joined with possible 
GI Bill Proposals to make the notion of a "gnarantee" or "entitlem.n." more expllcit. The 
dawnsidc is that some fear that the' pc:rceptions of "cntitlement" coold be negative evcn in the 
coUege education peropec1ive. 

2. A11=Qut Push For Gi Skill Gra.. PropOS!!l: One of our best chances for lasting 
otnIcturaI change is In the .... of job training. Whlle m."y Republicans insist on rcfolmlng 
training programs through a cut and block grant approach. several Republicans -- including 
lack Ki:mp and 10hn Kasich -- have sbowo real interest in the notion of eansolidating 
programs and then creating a more market-orinotcd training system in which we use ,kill 
grant/Vouehero to empower people dheetly. In 1995 and 1996. we laid relatively low While 
we worl:cd to get the bill passed. Thi, Y""'. we need to more publk:ly eaU for the GI Skill 
0t0Dt proposal, and a more clear presentation th.! we arc the on"" seeking to empower 
Individuals dim:tly. while those calling for block granting are simply seeking to shift the 
program from·one bureaucratic $lNcture to another. 

m. Executive klloo or Leglslallon 

A. Standard, or Excellence -- list Century Schools 

The:: America Reads Challenge, the school construction lnitiative, and the youth ponion 
of the GI Bill all require Congressional authorization and funding. The Technology Literacy 
Challenge requires additional funding. The testing and standan:Js initiative can be earried out 
primarily through c:xecutive action and Presidential leaderihip. 

B. Unl.......1 Acce.s 10 College and Ur.long Learolng 


The Hope S<:holarshlps. education and traininll tax deduClion. expanded IRA. and basic 
agreements on student loans must be achieved in budget reconciliation, TIl(: PeU Grant 
illerease may be achieved through appropriations this year. or Icauthorizalion of lhe Higher 
Education Ac:t next year. The OJ Bill lequires authorization and funding. Federal Skill 
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a_to (a, I ..... for <l1.locato<l work....) might be achiev.d 11& • pan of. larger mandatory 
package in budget reeoncUiation or .. an amendment to lTl'A dln:cted as a part of the final 
budget agreement. 

IV. Competltloo with Legacy Pri.rltles 

A. Staodards or Excelleoce -- 21st Century Schools 

Republicans will press for vouchers. A few RepubUcan governors and some 
congressional Republican. will ...k to make standards, tests, and all K-12 scbool reform 
solely. maIter of state and local prerogative and responsibility. 

In addition to pressing for standards, you will also be Inking tb. lead (1) in 
supporting safe and drug-free schools and a disciplined environment conducive to student 
learning, with mutual respect among and between teachers, students, and parents; (2) in 
fostering high quality teaching by encotmlging over 100,000 teacher,; to attain National Board 
Cenification and by calling on stat... school boards and representatives of teach .... to work 
eooperatively to get rid of incompetent tcache... ; and (3) calling for parents and communities 
to become more actively involved in schools and their children(s learning, n~tional service 
parti~panl', worle-study COllege students and 1 million voluntoors to help Mar children to 
leam to read, and the V-.::hlp, educational children's televi,ion, citizenship education, freedom 
of religious expression, IlIId interactive ed_tional games to engage children in the 
cx~tern.nt of learning by dOing rather than watching 'IV. 

B. Un!••rsal Aeeess to College aad Ure!ong Learning 

Republkan governors, SenoIOrs and Representative. will call for block-granting aU 
DoL training resources to state. to do as they ple..e, including particular!y to provide mining 
to help states make welfare reform work. 

6 


http:cx~tern.nt


,Ul/U~/til l~:U~
• ""'''''''V''", 

v. TIm.llne 

The timc:1lnc below provides a ptelilllinary ochedul. of opportunities for using the 

bully pulpit to edvllllCe the objc<:lives <Iiscu$Sed above, Additional opportunities and event. 

can be developed as needed. and as lbe Itglslatlve plOCCS& requi1c:s. 


Januar]: 

Announcement of Chicago cbat1.r ochools and release of ED <barter schools report 

State of U.lon Addle.. -- (1) launch national SUmdardsltesling initiative; (2) anoouncement 

on college student reading tutors 


Radio Address - highlighting Chicago-area school di.triClS reporting results from 

participation in TlMSS 


American Oluru:il on Education .pt<OCh. linked to higher education initiatives 


R.lease of NAEP mathematics results 


Release of sulYey of schools .= to advanced telecommunications. and announc.ement of 

Teclmology Literacy Challenge state grants 


Marcl! 


Announcement of America Reads National Olo11t;O•• and releas. of ED kit on readin, 


AnnOuncement of neW board-<:ertified teachers from National Board for PrOfessional 

Toaching S"lD,dards 


April-Max 

Several 8.mlOuncemtnts highlighting promising local accountability practices for schools, 

teachers and students 


June-Jull'. 

Additional rcieases of nMSS and NAEP national and statc-by-state data 

1 
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KEY FACTS ABOUT EDUCATION AND THE ECONOMY 

L The retums to leamlni are increutng w. as we move from an industrial age in. which 
machine power leveraged. human muscle to an information age in which human minds 
leverage knowledge and innovation through networks never before possib1o to add more value 
to goods, services, distribution, and communication: 

• 	 Each year of post..secondary education and training already adds 60/0"'13% to un 
individuo.11s annual eamings. 

• 	 The median full·time worker with at least a bachelor's degree earns almost 75% more 
per week than the medi"" full-time work.r with only a high school degree, double the 
gap from just 1979. 

• 	 Increasing the leve! of education attainment by one year In a firm's workforce raises 
the firm's productivity by as much AS ItS% in manufacturing plants and almost 13% in 
non..manufacturlng establishments. 

l~ The U.S. has a remarkably decen.tralized system of education, not a national system: 

• 	 Education i. the largest and most ""stly function of !he SO states and !heir local school 
districts and higher education institutions. The federal govemmant contributes 
""proximately"';" of the ""SIS of e1ementaIy and ,econdOl}' educalion. While the 
federa! government provides almost 213 of student financial aid for post...condOl}' 
education, its contribution (including research funding) is still less than 25% of the 
tota! cost. 

• 	 In elementary and secondary education. there are over 2.S million teachers and over SO 
million students, almost 90% of whom are in nation's 81.000 public schools, The 
public schools are governed by 14,000 local school board. and the SO states. 

• 	 At the post-secondary level over 14 mjUion students of .U ages: are served by 10,000 
post~secondary pubJic and private institutions, which are governed by a mix of 
autonomous public and private boards. state higher education authorities. local rellege 
districts or authorities. and 50 state legislatures, 

J. In the !:irst third of this century? the country made a c.omm_tment to unh'crsal access 
to high scbool: 

The high schoo1 graduation rate soared from less than lO% of all IB year-olds in 1900 
to almost 50% in the ruid·1930's, By way of comparison. Great Britain with its 
national $Y$tem of education did not make a similar commitment until 1944 when 
Prime Minister Churchill announced full publie suppon for secondary school. 

• 	 Over the: rest of the century, the high school graduation rate has risen steadily to 
almost 87% of all persons under 30. From 1982 to 1995. the drop..ou1 from high 
school for per$ons 16*24 years old fell from lj,9% to 12,9%. 
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., 	 Although the achievement in reading. science. and math of American students may be 
th" same or slightly higher than a generation ago, loday's cbildren and youth arc nol 
1~l.l1\ini to the higher Standards of ox:eeUence essential to thriving in this new 
information age~ on the most recent National Assessment of Educational Progress 
(NAEP), 42% of • representative .ample of fourth graders did nol attain the 'basic· 
level in reading (although the u.s. does rank near the top of the world in reading fo[, 
children .. thi. ago level); and, on Ibe Third Internationel Math and Science Study 
(TIMSS) of 41 nations, a representative sample or 8th graders ranked only slightly 
above average in science and below average in math, 

4. Immediately following Wortd War II. the nation made a c.ommitment to increasin, 
arus!!! to tolJe:;e. 

• 	 Presidents Roosevelt and Truman si&ned inlo law end implemenled a G.I. Bill of 
Rights that directly financed the college education of a total of 3.5 million veterans of 
WWlI and the Korean War: 

.. 	 This national commitmenf helped utalyze thb rise in coUeg~*going rateS of young 
.dults. from less then 10% in 1940 to almost 25% in 1960. 

.. 	 Today, the growing supply of colleges and wUvefsities. state and local support, family 
investment and private endowment. and a package of federal financial aid assists 
almost 50% of high school graduales 10 benefit from college education. 

• 	 In 1994,24% of all persons age 2S to 64 year. of age in the U.s. had completed 
college .... almost'twice the rate of' our major European and Pacific Rim competitors . 

. 
S. The IUfon oC the two prior economic transitions in the twentieth century is simple: 
America will continue to be the leading force for democracy aDd prosperity in the world 
if advanC't:J in technology and innOVAtion are matched by a real commitment to advances 
in educatimt for all. Advances in botb serve two key functions: 

., 	 first, they are the engines of economic growth. 

• 	 Second, they are the levers of opportunity that empower all families and workers and 
succeeding generations of children and youth ~~ who are willing to learn and to work 
fot Jt ~" to eam a share in the increasing prosperity and to reneW the civic fabric of the 
world's longest running democracy. 

6. A real commitment now to two advances in education offers the key to making a 
successful crossin.g to the ereafer possibUities in this new information age: 

• 	 A ·standard of excellence in learning for all children and youth 

Universal access to college (or each succeeding generation and to lifelong Jearning for 
ell adult •. 
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THE WHITE HOUSE 

WASHINGTON 

february I. 19% , " .~- i,' • j ;,. ' 

MEMORANDUM TO THE PRESIDeNT 

cc: 	 LAURA TYSON 
DON BAeR 

FROM: 	 GENE SPERLING 

GABRIELLE BUSHMAN 

JON ORSZAG 


SUllJECT: 	 Facts in the State of the Onion 

Despite the fact that several newspapers assigned people to scrutinize the 
statistic:;. in your State of tbe Union. we have not seen a single article or analysis that 
fOcused primarily on challenging the factual accuracy of your address, Through good 
coordination of the NEe and Communications. we prepared a background paper 
documenting each fact in the speech {attached) that was ready by the start of the speech. 
We have offered this backup to anyone who has a~cd. 

There were two articles. however, that disputed different facts in your speech. In 
both cases, Gene taiked with the reporters. One reporter admiued our fact was correct. 
The other reporter stood by his critique but admitted that his: contention was trivial llnd 
technical. 

The two facts mentioned were the following: 

I. 	 Beth Belton of the USA Today wrote a story in which she dispuied the claim that 
the combined rate of unemployment and inflation was at its lowest level in 27 
years; she stated thllt the combined rate of unemployment and inflation was the 
lowest in nine years ~~ since 1986. While there are a variety of ways of 
.calculating the index. virtually all show that our statement is correct 

If one looks al 1<f95. in terms or unemployment and inflation measured by year 
over year averages. we hilve lhe lowest combined rale of inflation ilnd 
unemployment in 27 ycar;.;. (This is the way the Bluc Chip records yearly 
unemployment and inOntion figures,) If, instead. you look ilt the last two years 
combined ~~ under uny formul~lion -- we have the lowest ;.:omhined rafe of 
inflation and unemployment in 27 years. Moreover, the average: f\:1i.sc:ry Index 



Juring your Administration ~- measured on any basis ~~ is Ihe lowest since the 
Johnson 	Administration. 

The USA Today number is only correct if you sum Ihe llnemp!oym~'1n rote 
(unnunl average) and the inflation rate (December-ta-December). Under this 
co.lcul<!1ion. the combined rale of inflation and unemployment is only (he lowe:>t 
since 1986 -.~ because of the aberrant drop in oil prices that year. Even under 
this calculation, the rille is the lowest since 1968 if Ihe core rate of intlation . 
exciUlling food and energy prkcs -- is used, In sum. we feel our claim is :;ollu. 
Joe Stiglitz feels this way t()o. He has talked to the reporter, and has already 
written a letter to the editor. 

2. 	 Al Kmncn and Warren Bniwn wrotc in The Washington Pa.., thut you misstated 
the statistic that "America i~ selling more cars than Japan lor Ihc first time sinl.:c 
the 1970s." They ar1!ued fhul you should have said "produt.:ing" instead (~l 
':w!llblJ:". 

Tni:; is an issue of semantics: in 1994, morc American~produecd curs were ~olr.l 
world-wide than Japancse~produced cars-.for thc first timt;! since the 1970s:. 
Th.;y. on the other hand. underslood your statement to mean thut American £'Ill" 

dealers sold more cars loan Japanese car dealers. This has alwJYs been true. 
Thcrdofl!. it would not be the first time sincc Ihc 19705. Gene has spoken with 
AI Kamen and Warren Brown and they agree that it was nit~picky and extremely 
technical. 

We feel that "sold" is accurate (since we (:are morc about American-product.-o 
cars thut are then sold). However. to avoid any potential confusion. we sllggesl 
that you say either American workers arc making morc aulas than Japanese 
workers 	tor the lir!it time !ilnce the 1970s or America is. tnukin;; more autos than 
Japnn 11.)r the first time since th~ 19705. 

7./to/'fl# 
No-\- fv-rw ik-f 64!, 
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STATE OF THE UNION FACT SOURCES 

JANUARY 23. 1996 

INTRODUCTION 

FACT: 

FACT: 

"Our economy is the healthiest It has been in three decades, 9 

Source: 

In 1995. the Misery Index~-the combined rate of unemployment and infladon
reached its lowest level since 1968. 

Over the last three years, mortgage rates have been at their lowest sustained 
1evels in three decades, 

The annual rate of inflation -- as measured by the core CPl -- during the last 
three years is lower than during any comparable period in three decades, 

TIte Dow lones Industrial Average increased over 33 percent in 1995 -- that's 
the second biggest increase since 1958, only 1975 was better. 

Alan Greenspan, testimony to the House Budget Committee, 2i22/94, "The 
outlook. as a result of subdued inflation and still Iong-tenn interest rates. is the 
best we've seen in decades." 

Alan Greenspan. 6122/94, "The outlook for the U.S. economy is as bright as it 
has been in decades ... 

"We have the lowest combined rate or unemployment and inflation in 27 
years." 

Source: 

Bureau of Labor Statistics. Employment and Earnings, Table AI, October 
1995 and Bureau of Labor Statistics, CPI Detailed Report, Table 24, October 
1995. Data on unemployment represent the average annual rate. while data on 
inflation represent the percentage cbange in the year-over~year Consumer Price 
Index for all urban consumers. 

In 1995, the combined rate of unemployment and inflation was 8.2, down 
from 8.7 in 1994. In 1968, it was 7.8. 
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FACT: 


FACT: 


I!We have created neBJ'ly 8 million new American Jobs, over a million in 
basic Industries Iik. oonstructlon and automobiles•• 

Source: 

Bureau of Labor Statistics, EmpJuyment and Earnings, October 1995. and 
Bureau of Labor Statistics. December Employment Situation, January 19, 
1996. 

Since January 1993. the economy has created more than 7.8 million net new 
jobs; non·farm payroll employment increased from 109.477 million to 117,315 
million in December 1995. 
Basic industries are manufacturing, construction, and the automohile industry_ 
Since President Ointon took office. employment has increased by 1.022 
million in these key industries (from 22.604 million in January 1993 to 23.626 
million in December 1995). 

IIAmerica is selling more cars than Japan for the first time since the 
1970..' 

Source: 

1. American Automobile Manufacturers Association 

Between 1985 and 1981. annual motor vehicle production in the United Slates 
declin«l from 11.65 million to 10.93 million. 

In 1994. the United States produced 12,26 million motor vehicles. while Japan 
produced 10.55 million. That was the. fIrSt time the U.S. had out·produced 
Japan since 1979. when the U.S. produced J1.48 million motor vehicles and 
Japan produced 9.63 million. 

2. Yomiuri Shimbun. ~Nov. Car Output Falls 9.1 %." The Daily Yom/uri, 
December 26, 1995. 

"The drop means rhaf Japan will faU shon of the United States for the second 
year in a row in terms of total auto production for 1995, the Japan Automobile 
Manufacturers Association said ... During the January~to-November period, 
Japan produced a total of 9,423,306 automobiles, down 2.8 percent from the 
same period last year. For calendar 1995. the country is expected to produce 
slightly more than 10 million cars. The United States produced 11.158,072 
cars over the same Il~month period. Last year, it knocked Japan from its 
perch as the world's top car maker for the first time in fifteen years," 
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FACT: 	 tlAnd for three years in a row, we have bad a record number of DeW 
businesses started in our country .. if 

Source: 

Dun and Bradstreet. 

In 1995. the new business incorporations increased at a rate of 769.248 per 
year. This broke the old record of 741,657 per year in 1994, which broke the 
previous record 0'706,537 in 1993. 

FACT: 	 The crime rate, the welfare and food stamp rate, the poverty rate, the 
teen pr<gnancy r.te are all down. 

Source: 

!d:iIn£: 

FBI press release, December 11, 1995 


"The number of crime index offenses reported to law enforcement agencies 
througbout the U.S. decreased I % during the first six months of 1995.· 

Welfall': 

Marcb 1994: 14,361 million reCipients 

August 1995:13,210 million recipients 

These figures represent an 8'J1i decline. 


Food stamos: 
U.S. Department of Agriculture Release. January 23, 1996. 

Since August 1994, Fond Stamp Program participation bas dropped 
consistently each month compared to the same month a year earlier, In 
October, 1995 (the most· recent month for which data exists) participation 
dropped by nearly one million people compared to Ocwber 1994. The decline 
in participation between August 1994 and October 1995 has resulted io a 
cumulatiye savings to taxpayers of over $800 minion. 

POyertY: 

Bureau of the Census. Income, Poverty, and Ihe Valuation of Non-Cash. 

Ben'fils, 1994. 


There were 38.1 million Americans in poverty in 1994. or 1.2 million fewer 
than in 1993. 
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teen PlnIlR1l&Y: 
HHS Press Release, 9/21/95 

CDC's Advance Report of Final Natality Statistics 

Teen births are down nationwide and teen pregnancy declined in a majority of 
states, according [0 two new studies from the Centers of Disease Cornrol and 
Prevention. Teen pregnancy rates (including both births and abortions) were 
down in a majority of states. as reponed in "State-Specific Pregnancy and 
Birth Rates Among Teenagers - United SillIeS, 1991-1992, in the September 
22 Morbidity and MQrIlIlily W!",kly Report_ 

FACT: 	 "And 1 thank the Democrats fin-passing the largest dencit reduction plan 
In history In 1993. which has cut the deficit nearly in half in Just thr.. 
ye..... 

Source: 

Office of Management of Budgel. Mid-Session Review a/the 1996 Budget, 
July 28. 1995. p,3. and Department of Treasury, Final Monthly Treasury 
StatemenJ ofReceipts and Outfays oflhe Uniled Stales Government, October 
27, 1995. Table 2, page 3. 

In fiscal Year 1992. the federal budget del",i, as peroenlllge of GOP was 4.9 
percent In Fiscal Year 1995. it was 2.3 percenr. 

FACT: 	 "We all have the seen the benefits of def'lcit reduction. Lower interest rates 
bave made it easier Cor business to create new jobs. Lower interest rates 
have brought down the cost of home mortgages, car and credit card rates 
to ordinary citizens." 

Source: 

Alan Greenspan, Chairman, Board of Governors of the Federal Reserve 
System. 1131194: ""The actions blken last year to reduce the federal budget 
deftcit have been instrumental jn creating the basis for deClining inflation 
expectations and easing pressures on long~tenn interest rates. ~ 

Business Week. 217/94: "Both Clinton and the economy head into 1994 on the 
momentum from a strong showing at the end of 1993. Lower long-tenn 
interest rates, for which the White House can take panial credit, helped to rev 
up spending for carS, homes, and durable goods generally, boosting factory 
orders and production. while better growth in jobs and incomes kept people 
happy.• 
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Department ot' the Treasury and Haver Analytics: 

The 30·year Treasury bond fell from 7.34% in January 1993 to 6.06% in 

December 1995, 'The effective interest tate on new average-fued mongages 

dropped from 8.26% in January 1993 to 7.74% to November 1995. 


CHALLENGE: TO CHERISH OUR CHILDREN AND STRENGTHEN THE 
AMERICAN FAMILY 

FACT: 	 "Every year, a million chIldren take up smoking, even though it is against 
the law. Three bundred thousand of them will have their lives shortened 
as a result." 

Source: Centers for Disease Control and Prevention 

FACT: 	 "To strengthen the family we must do everythlng we can to keep the teen 
pregnancy rate going down." 

S""rce: 
HHS Press Rei..... 9121/95 
CDC's Advance Rep<Jn ofFinal NaJality Statistics 

Teen births are down nationwide and teen pregIWlCy declined in a majority of 
states. according to two new studies from the Centers of Disease Control and 
Prevention. Teen pregnancy rates (Including both births and abortions) were 
down in a majority of states, as reported in "State-Specific Pregnancy and 
lliIth Rates Among Teenagers - United States. 1991-1992. in the September 
22 Morbi~i!y and Mea.litl' Weell:ly Rope!:!. 

CHALLENGE: TO PROVIDE AMERICANS WITH THE EDUCATIONAL 
OPPORTIlNITIES WE NEED FOR A NEW CENTURY 

FACT: 	 "We are working with the telecommunications lndustry, educators and 
parents to CORnett 20% of California's d~rooms by this spring. and 
every classroom and library in Amelita by the year 2000. 11 

Source: 
Office of [he Vice President press release, September 17, 1995 
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FACT: "We've treated a new student loan program that's made it easier to 
borrow and repay those I ......" 

Sourct: 

The direct loan program was created by OBRA '93, 

The Student Loan Refonn Act of 1993, a part of OBM '93, nedressed many 
of the problems that had grown out of the old student toan program~~ 
specifically. the complexity for schools and borrowers and its cost to the

•taxpayer. 

FACT: 	 I'mood we have dramatically lowered the student loan default rate. U 

Source: 

Department of Education press release. 1/22/96 

From 22.4% three years ago to 11.6% in the most recent year, due in pan to 
Department of Education's aggressive accountability and cQlIecdon efforts. 
The new default rate is from FY 1993. the most current data available, 

FACT: 	 "Tbrough AmerlCorps, our national service program, this year 251000 
students wUJ earn college money by serving (heir communities. II 

Source: 

Corporation for National Service Advisory. 10/95 

In its second year, AmeriCorps wilt involve some 25,000 members in service 
to more than 400 community programs throughout the country. In FY 1994, 
more than 20.000 individuals served in AmeriCorps. in 350 progra.ms. 
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CHALLENGE: HELP EVERY AMERICAN ACHffiVE ECONOMIC SECURITY 

FACT: "Wlthln the year, the minimum wage will fall to. 4O·yeat low in 
purchasing power /' 

Source: 

Department of Labor, Office of the Chief Economist. 

Depending upon the rate of inflation, the real value of the minimum wage will 
reach its 4Q..year low sometime near the end of 1996 or at the beginning of 
1997. 

FACT: "In 1993, Congress cut the t .... or 15 million hard·p.....ed working 
families to make sure that no parents who work full-time would have to 
raise their wldren In poverty. " 

Source: 

Department of the TreaSU1')', Office of Tax Analysis. 

In 1996, 15 million families received a tax cut 

FACT': "This expanded Earned Income Tax Credit is now worth about $1,800 to • 
family of rour living on $20,000.' 

Source: 

Department of the Treasury, Office of Tax Analysis. 

In 1996. a family of four earning $20.000 would receive $1,795 from [he 
ElTe. 

FACT: "The budget bill I vetoed would have· reversed this achieverrnmt t and 
raised taxes on neatly 8 million of these people.· t 

Source: 

Department of the Treasury. DistributionaL Effects of the Congressional Tax 
Plan. November 22, 1995. 
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"After accOWlting for the fuJly phased-in $500 child credit and the increase in 
the standard deduction for married couples, about 7.7 minion families who 
earn under $30.000 a year would face a net income tax increase, on average, 
of $318 under tlte proposal.' 

FACT: 	 "Two years ago, with bipartisan support that was almost unanimous on 

botb sides of the aisle, we moved to protect the pensions of eight million 

WGrking people and stabilize the penslons of 32 million more." 


Source; 

Pension Benefit Guararuy Corporation. press release, November 29, 1995, and 
Update to Pension and Welfare Benefits Administration, Pn'vafe Pension Plan 
Bulletin, Abstract of [991. Fonn 5500 Annual Reports, Winter [995, 

~ An estimated 8 million people are covered by about 10,000 underfunded 
plans ..... These 8 million people aU had their pensions protected 

The remaining 32 minion Americans in defined benefit plans had their 
pensions stabilized. 

FACT: 	 "OYer the past two years, over one million Americans in working families 
lost their health msurance. II 

Source: 

Historical projections based on Department of Commerce, Bureau of Census. 
Current Population Survey data. 

[n 1993. 38.6 million Americans did not have health insurance; in 1995, 39.7 
million were uninsured. 

FACT: 	 "( challenge you to pass the bipartisan bill offered by Senators Kassebaum 
and Kennedy to require insurance companies to stop dropping people for 
switching jobs or denying coverage for pre-exlsting conditions. It 

Source: 

Health InsurJ.nce Refonn Act S" 1028 
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FACT: 	 "In tile past three years, we've saved 51S bOilon by fighting health care 

fraud and abuse. II 


Source: 

Department of Health and Human Services 

Michael Mangano. letter to Jennifer O·CoMor. 


"In fiscal years 1993 through 1995, our Office of Inspector General accounted 
far $l4.71 billion in Medicare and Medicaid program savings ... " 

CHALLENGE: TAKE BACK OUR STREETS FROM CRIME A.'ID DRUGS 

FACT: 	 "In New York City, murders are down 2S%i St. Louis, 18%; Seattle, 
32%.'1 

Source: 

Time magazine. 1115/96, page 56. (Time cites local police depanments). 
DOJ's Bureau of Justice Statistics also independently confinned with each 
city's police department. 

FACT: 	 Ult provides funds for 100,000 new polke in communities of !!II sizes. 
We1 re already a third of the way tbere.!! 

Source: 


AU Programs Master Summary, COPS Office, Department of Justice, 


As of 1I16/96, 31.395 new officers have been funded. 


FACT: 	 l'The Brndy Bill bas already stopped 44,000 people with criminal records 
from buying guns." 

Source: 

44,274 felons have been denied access to handguns by Brady BiU checks from 
March to December, 1994. Bureau oj Alcohol, Tobacco &: Firearm.v, "Felons 
Denied Access to Handguns IJy Brody Law", 1118196. 
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"The assault weapons ban Is keeping 19 kinds of ....ult weapons out of 
tbe hands of violent gangs." 

Source: 

Title II. Section 110102 of !he Crime Bill. 

CHALLENGE: PRESERVE OUR ENVIRONMENT FOR FIITURE 

FACT: 	 'IBecause of a generation of bipartisan effort, we do bave cleaner water 
and air." 

Source: 

President Nixon created the EPA in 1970, The Clean Water Act was 
bipartisan. Both vetoes by Nixon and Reagan were easiJy overridden. The 
Safe Drinking Water Act was passed in 1974 by voice vote in the Senate and 
296-84 in the Hoose. and !hen signed by President Ford. President Bush 
championed and then signed the last reauthorization of the CJean Air Act in 
1990 

FACT: tI ...lead levels in our cbiJdren"s blood have been cut by 70 percent." 

Source: 

NOlional Health and Nmri(ion ExaJl1iJu:Uion SYrvey. HHS. Survey was 
published in The Journal OfAmerican Medical Association, July 21.1994. 

Mean blood levels of children between the ages of 1-5 years declined 77% 
during the time period 1976-1991. 

FACT: 	 "•••toxic emissions from factories are cut in balf. II 

Source; 

US EPA 1993 Toxic Release Inventor)' data 

Total percentage decrcase in total releases for ten industries from 1988·1993 
was 47.9% 
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FACT, "Lake Erie was dead, and now it's a thriving resource." 

Source: 

Clean Water: A Mtmon'al Day Perspective, US EPA Office of Water, May 
1994, pages 12-14) 

Water quality improvements and increased lakeside development have caused 
people to return to the shore of Lake Erie to enjoy boating. fishing, swimming 
and other activities. 

FACT: "But ten million children under 12 live wIthIn rour miles of a toxic waste 
dump." 

Source: 

US EPA Superfund datAbase, US Cemus Bureau datA, 12114195. 

The populatioo"'data of children under 10 living within four miles of Superfund 
National Priority List shes was generated using LandView. a computer 
program that presents selected population/demographk information from the 
1990 census and from five EPA databases. Using LandView. EPA was able 
to determine that 9,8 children under the age of 10 live within four miles of it 
Superfund National Priority List site. 

FACT: UA third of us breathe air which endangers our health." 

Source: 

US EPA National Ambient Air Quality Trend, Report (11/6/95) 

"Based on air quality data from 1992~1994. 93 million people were living in 
counties that did not meet the air quality standard for ozone pollution. ~ 

FACT: "Congress has voted to cut environrnental enforcement by 25%." 

Statement of Administration Policy. OMB, Dec. 14, 1995 

H,R. 2099 ~w The appropriations bll1 for the Departments of Veterans Affairs 
and Housing and Urban Development, and Independent Agencies for FY 19% 
includes a 25 percent cut in enforcement and a 22 percent cut in requested 
funding for the EPA 
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CHALLENGE: PERSONAL RESPONSmlLITY FOR THE FUTURE 

FACT: 	 ItWe a.re eliminating. 16,000 pages or unnecessary rules and regulations." 

Source: 

National Perfonnance Review. Common Sense Government, page 3 

•Agencies are sending 16,()()() page, to the scrap heap. of 86,()()() pages of 
regulations reviewed. " 

FACT: 	 "We are increasing border controls by SO%.H 

SQurce: 

Immigration and Nationalization Service. release on January 23, 1996. 

"Working with Congress, we are working to strengthen our border control 
force ~- including Border Patrol agents. INS inspectors and other enforcement 
personnel -~ by over 50 percent since President Climon took office. " 

FACT: 	 "Today our federal government Is 200,000 employees smaller tban the day 
I took office. Our federal government Is the smallest it has been In 30 
years, and it's getting smaller every day. tl 

Source: 

Office of Management and Budget, JanW!l'J' 23, 1996. 
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August 20, 1996 

MEMORANDUM FOR THE PRESIDENT 

THROUGH: LEON PANETTA 

FROM: LAURA TYSON 

RE: Possible new policy initiatives and offsets 

At your request. several interagency groups organized under NEe auspices have deveioped 
and analyzed several possible new policy initiatives for introduction either during your pre
convention train trip or during your acceptance speech in Chicago. These initiatives faU into 
a few basic CAlcgories: initiatives to help move peopJe from welfare to work:; initiatives to 
enhance early childhood education and literacy; environmental cleanup initiatives: and 
additional targeted tax relief for middle-income families. 

,. 

I haVI::' attached individual memos giving the rationale. description, price tag. and pros and 
cons for each of these initiatives, In addition, I have jncluded two summary tables: a table 
listing all six initiatives along with theIr individual cost, and a table listing the possible "pay
fors" we have identified, 

In (Q1;a1 the initiatives carry a price tag of approximately $17 binion, We could save about 
$7 billion without too much controversy: $5 billion from replacing the sales source rules and 
another $2 biUion from miscellaneous user fees and charges. As your will see from the list 
of offsets, almost everything else is very controversial and would require making choices that 
are strongly opposed by at least some of your economic advisers and carry substantial 
political risks of their own, Por example, phasing out ethanol subsidies could save another 
$3,6 billion and would be supported by most, if not aU of your economic team, but would be 
interpreted as a reversai of Administration environmental policy, 

Among the most controversial of the "pay-fors" are: taking any portton of the $l6 billion in 
"extra'" welfare savings fr<1m the welfare refonn hin; limiting tax deferral through controlled 
foreIgn corporations; imposing a fee on corporate jets: and reducing or eliminating the taX 

deductibility of tobacco advertising expenses. The first of these options seems to many of 
. your advisers to be in conflict with your stated goal of restoring legal inunigrant and food 
stamp protections in your second teon, while the lattcr three options alone or in combination 
could unleash the wrath of a substantial part of the business community. A scaled..aown 
pacl:age of initiatives with a price tag in the range of $10 billion would still involve painful 
choices but would be substantially easier to achieve. 



The interagency groups developing the individual initiatives have worked under extreme time 
pressure, but in each case have managed to provide you with the relevant detail and analysis 
i believe will heip you detennine your priorities within very tight budgetary constraints. 
However. because of this time pressure and because most of the NEC principals were out of 
[Own last week, there'has not been a full interagency discussion either of the relative merits 
of each policy option compared t9 the others. Of of the overall pros and cons of introducing 
several new policy initiatives now_ 

Nonetheless, I do know that most of the proposals discussed here including the welfare-to
work initiative and the early childhood and literacy initiatives have broad support among 
vour economic team. All of your economic advisers continue to believe that any new option , . 
you announce should be fully and specifically paid for and should be consistent with your 
existing economic policy agenda and message. Some of your economic advisers, however. 
are concerned that introducing a large number of new initiatives in a short period of time 
following Dole's convention bounce in the poils could be interpreted as a sign of political 
weakness, not strength. This concern is particularly pronounced in the case of a possible 
initiative to reduce capital gains on homeownership, an initiative which has no economic 
growth justification as most of the other initiatives do. 

There is also some concern that introducing several new spending policy options paid for 
prirnarHy by revenue increases or fees could raise the criticism of "tax-and-spend" elitist 
Democrats. As an alternative-to proposing new options that run this risk, you could 
emph.s;;'", existing proposals that have not received adequate attention, such as our proposed 
subsidies to help workers in transition purchase health insurance and our IRA proposal that 
allows for taxMfree savings for educational expenses. 

Finally. introducing several new initiatives runs the risk of blurring our overall economic 
message -- our economic strategy is working, and we are on course to balance the hudget by 
the begi.nning of the next century, providing a more prosperous future to our children, We 
shouldn't allow Dole to bet their future on a political tax gimmick that has been tried before 
with disastrous results. 



, , 

DESCRIPTION OF POLICY OPTIONS 


Pall\l,' 
I. 3rd Grade Literacy 't Head Start - Early Childhood 1-2 

II. Job Creation Initiati •• to Move People From Welfare to Work 3-4 

In. Environmental Initiatives .
• 

5-6 

IV. Homeownershlp Capital Gains 7-8 

V. College Savings 9 



SUMMARY OF EDUCATION INITIATIVES 


Note: Each Option Costs $3. 75 Billion Over 5 Yea"" 

OPTION I. CHILDR~::N READING !lY 3RD GRADE WITH PRESCHOOL AND K-3 EMPHAS 

1. 	 Literacy Campaign to Ensure That Every Child Is Reading by the End of Third 
Grade. In 1994, 40% of 4th grade 'students could not read at a basic level. Mobilize up to 
J million volunteers to provide extra reading help after school and during the summer for 
K·3 children behirnl in reading, BY 2002, we could have a tutor in approximately half of 
Ihe 50.000 elementary schools. ruroring approximately 3 million children or nearly hal! Ihe 
children needing exira help in reading. (Cost: $1.5 billion, plus $1 billion already in 
National Service budget) 

• 	 Target National Service To Reading. (no new cost) 
• 	 Additional Grants To Hire Reading Specialists and Purchase Materials. 
• 	 Challenge the Nation on Child Literacy. 
• 	 Accountability. Progress measured by 4th grade NAEP rcading scores, 

2. 	 Guarantee At Least One Year of Head Start to Every Eligible Child. Stated goal could 
be to make two years of preschool and two years of college as universal as 4 years of high 
school. Provides Adniinistration with a visible preschool propcsal and addresses need to 
start early in a 'child's life. (Cost: $2 billion) 

3. 	 Challenge and Help Parents Be Their Children'S First Teachers. Challenge every 
parent to be their children's fITst teacher and make voluntary suppert available to parents to 
help them get their children ready for scheol. Would be described as a bipartisan proposal. 
supported by Hillary Clinton in Arkansas (HIPPy). Barbara Bush. and Senators Ashcroft 
and Bond when they were governors, but may still be criticized, (Cost: $250 million) 

OPTION II. CHILDREN READING BY 3RD GRADE MTHOUTPRESCHQOL EMPHASIS: 

Broaden the child literacy campaign above to reach more children. but without further 
e~pansion of Head Start and with less emphaSis on parental involvement. 

1. 	 Expanded Literacy Campaign. Expand funding so by 2002. we could have a tutor in 
approximatelY 40,000 of the 50.000 elementary schools, tutoring nearly 5 mUlion chiJdren 
and over two-thirds"of the children needing extra help, (Cost: $3.375 billion plu, $1 billion 
in budget) 

2. 	 Support Parental InvoLvement and Community Institutions to Help Young Children 
Read. PrQvlde some limited additional support for family literacy programs, parent 
training centers, and for expanding library literacy programs. (Cost: $315 million over 5 
years,) 



m. CHILDREN ARRIVE AT SCHOOL READY TO LEARN PRESCHOOL PROPOSAL: 

I. 	 GuarlUltec at least one year of Head Start to every eligible and interested child. 
Provides visible preschool proposaL (Cost: $2 billion) 

2. 	 Quadruple the Number of 0-3 year OIds in Early Head Start. Quadrupling the number 
of families still only bring us from 25,000 today to 100,000 in 2002. (Cost: $1 billion) 

3. 	 Challenge and Help Parents Be Their Children's ~'irst Teachers. Challenge parents plus 
grants to states based on bipartisan programs, (Cose $750 rnjUion) 
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JOB CREATION lNlTIATIVF.s ' 

TWO MAJOR COMPONENTS OF JOB CREATION INmATIVE: 

L 	 Targeted Wage Subsidy 
[I. 	 Welfare-To-Work Challenge Fund 

QPTIONS -- WORK OPPORTUNITIES TAX CREDIT: 

I. 	 Expand the Entire WOTC 
II. Expand the WOTC for Welfare ReCipientS 

III, Adopt Some Combination of I & II 


WAVII TO SWEETEN THE WORK OPPORTUNITIES TAX CREDIT: 
• 	 Increase the wage limit from $6,000 to $10,000; 
• 	 Allow employer provided education assistance. health care, and dependent care to be 

treated as eligible for wages; alternatively, employers could get more of a credit if they 
provide education assistance. health care. or child care; 

• 	 Increase the credit rate from 35 percent to 50 percent; 
• 	 Allow employers to claim the credit for two years, instead of one year; and 
• 	 Expand the qualifilid food stamp category to include adults 18 to 50 years old who lose 

food stamp benefits uoder the welfare bill because they do not satisfy the minimum 
work requirements. 

RECOMMENDED OPTION: 

• 	 Super WOTe jor Harder-To-Place Welfare Recipients, For harder-to-place welfare 
recipients. include all of the above sweeteners and a three~year extension. 

• 	 Expand WOTe. Expand the qualified food stamp category of the WOTe to include 
adults 18 to 50 years old who lose food stamp benefits under the welfare bill because 
they do not satisfy the minimum work requirements through September 30, 1997, 

• 	 CDFf Initiative. Provide a total amount of $100 million (or $200 million) in 
nonrefundable tax credits that would be made available to the CDR fund to be allocated 
among equity inveslors in qualified CDFIs. 

• 	 Revenue Loss: Treasury has not officially scored these options, but we expect that our 
proposal will cost approximately $1.1 billion between FY97 and FY2002, 

OTHER OPTIONS: 

.. 	 The working group developed a number of other combinations of proposals (e.g., 
extending (he credit for everyone for an additional \'car while rnwiding a SUP<!'{ 
WOTe for harder~I()~rhn't" wt"Hart" --n-IPlt"Hh -Il" • 



WELFARE-TO-WORK CHALLENGE: 


The President would launch a $3 billion Welfare-To-Work (WTW) Challenge to place one 
mlilian harder-to-employ welfare recipients in jobs by the year 2000. The Challenge would 
ultimately provide $3,000 per job, with substantial funding at the beginning of each program year, 
but full funding available only for successful job placements, 

L Accountability: 'To ensure jobs for the hardest to employ, the WTW Challenge will only 
provide full funding upon a showing of successful placements of the target population into 
jobs lasting at least 9 months, Up to 25 percent of a State's ailocation would be provided 
only after successful performance has been documented. 

2. Flow of funds; A fannula aliocation to States. with automatic pass through to sub-state 
areas, The factor used for fennula distribution could be the distribution of the welfare 
population, but that might have the perverse effect of "rewarding" States that spend more on 
welfare or do the least to help welfare recipientS fmd jobs, For now we would use poverty ~ 
~ despite some pitfalls - as the factor for distributing funds to States and within States. 

], Targeting: WTW therefore would require funds to be used for the hardest to'place population 
within targeted geographic areas, G~ograpbic targeling would be based on factors such as high 
poverty and concentration of iedividuals on welfare. .!!llIllidu., targetihg would be based on 
residency in a targeted area, plus factors such as length of stay on welfare. 

4. Program planning and management ~.. role of cities and others! We believe it js essential 
to have close collabotadon among the State. local governments. conununity orga.nizations. 
and the private sector. The flow of funds and targeting requirements will ensure that WTW 
money must be spent in the areas and on the people most in need. The planning and 
management Structure will ensure that communities plan together. and that in at least the 
largest cities, the mayors manage the funds. 

S. Matching; combining with other resources: States and localities can use the WTW funds 
they receive in any proportion per job. but most expect that additional resources wiH also be 
needed to meet jobs targets. L<!c.1 plans will have to specify how State block grant and 
child care funds will be brought to bear in the process. Private 'sector commitments will 
also be sought, as will the panicipation of local organizarlons. CitIes and other local 
government may also contribute funding. WTW would not specify how much State and 
other funding is required; thal will be determined by the plan. 

6. Uses of the wrw Challenge funds: J[ is essential to permit maximum flexibility to 

'localities and St.ates in program design. OUf key fearure is the withholding of a significant 
portion of funds umil there is a showing of successful placement. Precisely how [hat 
placement is achieved is a local concern. However. we do envision four broad types of 
activity: 

i. Creating jobs through cleaning up and rebuilding communities. 
11. Jobs in expanded child care. 
iii, Proven job creation/Job placement models. 
IV, Other strategies, 

7. Evaluation: At the end of the program period, the Challenge Fund will be evaluated. so 
(nat the President and the Congress can determine whether it should he renewed, 
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POSSInLE ENVIRONMENTAL iNiTlATIVES 


OVERVU;W: Under the theme of protecting conununities from toxic chemicals. these are several 
initiatives building on the Administration's envirornnental record: 

Doable 	the pace of Superfund cleanups at the nation's worst toxic waste sites, with the 
goal of cleaning' up two-thirds of the sites On the current priority list. (cost: $1.5 - $2 
billion) 

2. 	 A new set of proposals to clean up and re~devetop HBrownfields" to complement the 
Administration's previously announced tax incentive. (cost: ($400 rnilllon) 

3. 	 Safe drinking water for all Americans' communities through impiementation of the recently' 
enacted Safe Drinking Water Act reauthorization_ and protection of drinking water sources. 
(cost: $800 million) 

4. 	 Expanding the community right-to-know program to collect and make availahle via 
computer local infonnatjon about toxic threats in air and water. (cost: $355 million) 

S. 	 An environmental crimes legislative proposal that would increase penalties for the worst 
environmental offenders and strengthen the federal government's partnership with state and 
local law enforcement. (cost: zero) 

TOTAL COST: 

Total4-Year Cost for this agency-proposed agenda: $3.05 - 3.55 billion 

The package surrunarized above is set OUt in greater detail in the following pages. To construct an 
environmental package at lower cost. two alternative packages may be considered: 

Aliemalive Package A; (cost: $2.9 billion) 

• 	 Low end of Superfund range would he selected. (revised cost: $1.5 billion) 

• 	 Brownfields same as ahove. (cost: $400 million) 

• 	 The scope of the righHo~know initiative would be limited to fewer communities. (revised 
cost: $250 million) 

• 	 The drinking water budget would be trimmed. (revised cost: $750 million) 

• 	 Environmental crimes, same as above. (cost: none) 



Alternative Pack4ge B: (cost: $1.5 billion) 

• 	 Erase the Superfund Backlog: provide sufficient funding to permit EPA to clear out its 
current backlog of 70 Superfund sites which are ready to be cleaned up, but for which 
funds have been unavailable, (New sites would continue to be added. however.) We 
WQUld also expand the Reagan executive order to give more envirorunental agencies (in 
addition to EPA) aurhority to order cleanups. This proposal would end the waiting for 
communities with Superfund sites at which all preliminary assessments and design work has 
been completed but actual cleallilp has been stalled because of a lack of funds. (cost: $S()() 
million) 

., 	 Brownfields: Increase the EPA grant program to local governments for brownfields site 

assessment and cleanup as discussed in item [I, (cost: $245 million) 


• 	 Safer Drinking Water Implementation but at a lower level and without source water 

protection. (COs.t $400 million) 


• 	 Community Right-to-Know - mndified: (cost: $355 million) 

• 	 The Environmental Crimes legislative proposal. 

Note: Both CEQ and EPA believe that the resources in this alternative are too few. and too thinly 
spread among proposals, to support a presidential initiative on taxies, specifically. that will be 
either credible or well~received among major constituencies. There are other difficulties as well: 
the proposal to "clear the Superfund backlog" highlights the fact that we have created a backlog by 
inadequate budget requests;· the drinking water request is likely to be derided by any constituency 
informed about the magnitude of the need., 
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, OPl'IONS ON HOMEOWNERSHIP CAPITAL GAINS 

BACKGROUND -- CURRENT LAW 

• 	 Gain can be defeITe~ through the purchase of a new home of equal or greater value. 

• 	 Olle~time electioo'for taxpayers over 55 to exclude up to $125.000 of gain from the sale of a 
princip3;J residence. 

,OPl'ION 1: ORIGINAL PROPOSAL 

• 	 Replace both provisions of current law with a $500,000 exclusion (indexed for inflation), 
available once every two years, The maximum exclusion would be $250,000 for taXpayers 
other than those who are married filing jointly. 

• 	 The exclusion would increase by $50,000 per year ($25,ooo'for non-joint rerums) for 
taxpayers living in the same home for at least 15 years, up to a maximum of $1 million 
($500,000 for non-joint rerums) after 24 years, 

• 	 Revenue loss (1996-2002): $2.4 Binion 

OPl'ION 2: ORIGINAL PRoPOSAL PLUS RETAIN ROLLOVER 

• 	 Replace lIle current exclusion for taxpayers 5S and over with a $500.000 exclusion (indexed 
for inflation), available once every two years. The maximum exclusion would be $250,000 
for taxpayers other'than lIlose who are married filing jointly. 

• 	 The exclusion would increase by $50,000 per year ($25,000 for non-joint rerums) for 
taxpayers living in the same home for at least 15 years. up to a maximum of $1 million 
($500.000 for non-jOint returns) after 24 years, 

• 	 Gains in excess of the neW exclusion could still be deferred by purchasing a new home .. 

• 	 Revenue loss (1996-2002): $2.8 billion 

• 
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QrrlON 3; EXPAND QI:SE-TJME EXCL!)SION AlS!l ALWW ROLLOVI:fR INTU lM';;1 

• 	 Increase current exclusion for taxpayers 55 and over to $200,000 per person (Le.. $400,000 
for joint rerurns with both spouses ages 55 and over. and indexed inflation). 

• 	 Retain current rollover rules, 

• 	 Taxpayers not using the exclusion would be penniued to offset any tax that would otherwise 
be due by contributing up to $2()(),1J()() per person (S4()(),OOO for joint rerums, and indexed 
fol' inflation) imo an IRA. 

• 	 Rc:vcnue loss (1996·2002): $1.4 billion 



Options for Expanding Tax Benefits for Educational Savings Bonds 

SUMMARY 

• 	 Broad option: Eliminate income limits and other restrictions. 

• 	 Narrow option: Conform income limits and orner restrictions to those used: in the 
President's tuition tax credit and deduction proposal. 

RROAD OPTION 

For Savings Bonds issued after 1111197. when redemption proceeds are used to pay for qualified 
educational expenses: 

• 	 Remove income limits and age requirements and substitu~ an annual, indexed cap of 
$5,000 per student on the arnount of excluded interest; 

• 	 Include room and board and bocks and supplies in the defmition of qualified 
educ:njonal expense; 

• 	 Expand the definition of eligible educational institution to include certain proprietary . , , . 
msntutJons; 

• 	 Allow grandparents to claim the exclusion with respect to bonds redeemed to pay the 
qualified educational expenses of their grandchildren; and 

• 	 Exclude Savings Ronds from assets raken into account to qualify for Fed.eral student 
aid. 

NARRQW QPTION 

Confoml income limits and other restrictions on the exclusion of interest on Sayings Bonds to the 
Administration's tuition taX credit and deduction proposal. Specifically: 

.. 	 Increase the income limits applicable at the time Savings Bonds are redeemed to match 
the income limtC$ in the proposal; 

• 	 Conform the definition of eligible educational institution to the proposal. Le., those 
proprietary institutions eligible to par-icipale in the Department of Education's studem 
assistance programs would be eligible institutions; 

.. 	 Substitute the rule that tile exclusion cannot be claimed by any taxpayer who is a 
dependent of anmher for the age 24 purchase requirement: 
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BASE PACKAGE 


,, 
\ Initiatives 
~ 

" ' ," 

3rd Grade Literacy_ I Head Start - Early Childhood 

Job Creation Initiative to Move People From Welfare to Work 

Environmental Initiatives 

Total 
• 

" 

; 
" , 

Cost ; 
, 

"".,' •..J! 

i $3"7 billion 
' c

$4,0 billion,, 

! $1.9 billion , 

$9.6 blllion 

,,,' , .., ,5"'"y ' \" ;1"1 
, , ' , , 

Offsets, ,". . Savings', ",' i 

I. " y€', '. <.,,,. ::(.~~~~:.~:, ,; " "'"H:; ,,,~.. ' ..:;

$1.6 billion 

i Increase Hart Scott Rodino merger filing fees based on firm size 

! Impose spectrum royalty user fees 

$0.42 billion 

i Replace sales source rules with activity-based rule $5 billion 


Tighten the substantial understatement penalty $0.2 billion
i 
,Replace Single-Family Loan Limit with Freddie Mac Limit I $0:2 billion , 

SO.08 billion, 

Charge vendors for cost of making payments by paper check I SO.07 billion 

, Relax the Restriction on FHA Multifamily Property 

, , 
Allow use of credit cards to pay tax debt I $0.4 billion , 

$1.1 billionReduce corporate iet subsidies 

" ,$0.2 billion 
, stock 

Total 59.27 billion 

, Deny divi~iends.. received deduetlOn (DRD) for pOrlfoho prefeITed 



Potential Initiatives and Offsets 


, 
, 

Potential'Iniliativcs Cost 

Change Treatment of Capital Gains from Home Sales 
, 

$2.8 billion 

College Savings Proposals $0·$1 billion 

$0.5 billion D.C. Initiative 

$3.3·$4.3 billion Total 

Transfer of Federal Reserve surplus to Treasury $0.8 billion I 
, 

, 

Total " $13.1-13.5 billion 

. . , .. 

Pot~ntiajOffsets 
.. 
Cost·

".::A;~P .. 

" Phase·out ethanol subsidies , $3,6 billion 

Partial limit on availability of tax deferral through controlled $2 billion 
foreign corporations 

" 

" Permit only 50% deductability of tobacco advertising " $2 billion" 

I Reduce FSC benefits $2.5 billion 

Eliminate NCUA share insurance fund 
, 

$0.2·$0.6 billion 
" 

" " 



POn:NTIAL OFFSETS 


1. 	 IMPOSE SPECfRUM ROYALTY USER FEE (WITHOUT DOING DIGITAL 
SPECfRUM AUITION) 

Re'venues! $1.6 billion over 6 years 

Description: This option would assess a fee on the gross revenues of firms that use the 
radio spectrum to conduct their business and did not purchase their spectrum licenses at an 
auction. It wouJd include the commercial television broadcasters. The fee would increase 
from 0.25% of gross: revenues in 1997, to 0.5% in 1998. to 0.75% in 1999, to 1.0% in 
2000 and later years. Most current licenses for commercial radio and television 
broadcasting, satellite transmission, cellular radio services, and paging services would be 
subject 	to an annual royalty' fee. Governmental or nonprofit entities serving the public 
health, education, safety. or welfare as determined by the FCC would be exempt, as would 
small television and radio broadcasters to ensure continued service to rural nreas. 

Arguments For: In the case of ceUular radio services. satellite transmissions, and paging 
services. companies that did not receive their licenses at auction enjoy 'an advantage over 
those that had to pay for their licenses. The royalty user fee would strive to correct this 
discrepancy in these markets. 

Arguments Against: The commercial broadcasters (television and radio), who would 
vehemently oppose this option. have never had their licenses auctioned, so this fee would 
not be as equalizing within the industry. Rather, it would provide for more equity among 
various 	telecommunications industries, . 

2. 	 INCREASE HART SCOTT RODINO MERGER FILING FEES 

Revenues: $420 miHion over 6 years 

Description: The FTC and DOrs Antitrust Division share about $120 million/year in 
fees that are paid by firms filing for merger under the Hart Scott Rodino Act; the rest of 
their budgets are funded through appropriations. Finns that are now required to file pre
merger notification are assessed a flat fee of $45.000. This option would restroctUre the 
fees to: $25,000 for entities with total assets of under $100 million (Le.. a reduced fee for 
small mergers); $55.000 for entilies with total assets of between $100 millinn and $500 
million; and S95,OOO'Tor entities with total assets of over $500 million. The fees now 
offset discretionary appropriations, but an increase could produce mandatory savings. 

Arguments For: nus option would ensure tbat users fully pay for the Government's 
costs of Hart Scott Rodino activities, Thus, general ta.xpayers would no longer subsidize 
the Federal review of mergers. 

Arguments Against: The business community would probably object to this fee inCfCa5c. 
In addition. congressional appropriators would Object to capturing the receipts on the 
mandatory side of the budget. And the Senate Appropriations Committee. in Ihe I()<}l 

CommercelJusticeiStalc Apprupriatil,)f'~ ~il: .....}GO: :!i<- .':.~'e~ :~e!. :r :'~.:: ' .;:,.: :,. 
and Antitrust. thus fn:C"ng ,Ir lutill~ ',. 'l~n',I'" ,.,.1",,"· :.. ·,1 ... " ..... 
r~rograr' ,(\. j ~ • 



3. REPLACE SALES SOURCE RULES WITH ACTIVITY-BASED RULE 

Revenues: $5 billion over (:} years 

Description: Currently, exporters with excess foreign tax credits can take advantage of a 
safe harbor rule that lets them treat 50 percent of their foreign sales income as foreign 
source, even if the actual percentage of foreign activities generating the income is lower, 
This option would replace the fixed-percentage safe harbor with an activity-based test. In 
helping to finance the tuition tax credit, the Administration proposed cutting this safe 
harbor from 50 to 25 percent. 

Arguments For: No safe barb.or is appropriate. Rather, the sales income should be 
sourced according to the )ocation of the economic activity that produces the income. In 
addition, export benefits should appiy in a neutral manner to all exporters, rather than 
provide special benefits to only those exporters that also have excess foreign credits 
generated by other foreign operations. 

Arguments Against: This proposal will be opposed by U.S.-based multinational 
companies that both conduct high-taxed foreign operations and export productS for the 
United States. 

4. TIGHTEN THE SUBSTANTIAL UNDERSTATEMENT PENALTY 

Revenue>: S200 million over 6 years 

Description: Currently, taxpayers may be penalized for erroneous, but non-negligent, 
return positions if the amount of the underStatement is "substantial" and the taxpayer did 
not disclose the position in a statement with the return. "Substantial" is defmed as 10 
percent of the taxpayer's total current tax liability. but this can be a very \arge amoWlt 
even for very large corporate taxpayers. This option would consider any deficiency 
greater than $10 miliion+ even· if it is less than 10 percent of the total liability.' to be 
~'substantiat" 

Arguments For: The ability to comfortably avoid any penalties on an aggressive position 
with substantial· potential liabilities at risk has prompted many large corporations to take 
very aggressive positions with large amounts at stake -- in effect playing the audit lottery 
without any downside risk. This option would discourage such aggressive tax planning. 

Arguments AgalDstt Taxpayers with tax liabilities of at least $100 million --}he target 
of this option -- will argue that the penalty should continue to be measured as a 
percentage of total tax Hability, even where very large amounts are involved. 



5. 	 RE:PLACE SINGLE-FAMILY LOAN LIMITS WITH FREDDIE MAC LIMIT 

Revenue: $200 million over 6 years 

Dcs<:ription: Clll'rently, the Federal Housing Administration (FHA) is authorized to, 
insure mortgages that are not mQre than 95 percent of the area median house price. subject 
to a $155.250 ceiling and a $73.000 floor. This option would replace these limIts with the 
$207,000 Freddie Mac loan limit, allowing FHA to compete for business that the private 
market now services. 

Arguments For: In most places. FHA insures mortgages that are below 95 percent of the 
area median house price. Raising the limit to the Freddie Mac"revel wouid increase 
homeownetship opportunities for homebuyers who are now constrdined by the FHA 
mortgage limits and often cannot meet the higher downpayment requirements for a 
conventional mortgage. A higher limit also would increase FHA's guaranteed loan 
volume and the amount of receipts generated from fees. This option could result in 
savings from a net increase in insured mortgage volume. Because the insurance fees now 
more than offset the estimated risk to the Federal Government of providing insurance. the 
program has a negative subsidy rate of 2.3 percent. 

Arguments Against: Private mortgage insurers would strongly oppose this provision 
because it would take business away from the private insurers in favor of a public 
mortgage insurers. 

,. 

6. 	 RELAX THE RESTRICTION ON FHA MULTIFAMILY PROPERTY 
DISPOSITION AND LOAN SALES 

Revenues: $80 million Qver 6 years 

Description: FHA faces various restrictions when it tries to seU properties or mortgages. 
For example, states and localities have the right to veto property sales and arrange to buy 
the properties themselves. Also, with limited exceptions. subsidized housing projects must 
continue in their configuration, These restrictions complicate the d~sposition and sales 
process, del.ying receipts and creating Jarge holding costs ($400 per unit per month) while 
HUD owns properties, 

Arguments For: Allowing FHA to relax selected restrictions creates a more flexible and 
(:xpedited process (the savings estimate assumes that all sales are accelerated by one year), 
In all cases, HUD \.ViII protect the interests of currently assisted low-income tenants by 
continuing their assistance or providing portable vouchers, This provision was included in 
the 1996 V!VHUD 1996 Approprialions bill. 

Arguments Against: The House and Senate versions of the 1997 V AlHUD 
Appropriations biB already include this proposal. Thus, if the Administration a.,>surnes 
these savings. Congress then would need to find another $80 million in savings in the 
V A/HUD bills. We are already concerned about the funding levels in these bilis, and 
additional savings would make the problem worse. 



7. 	 CHARGE VENDORS FOR THE COST OF MAKING PAYMENTS BY PAPER 
CHECK 

Revenues: $70 million over 6 years 

DC$criptioo: This option would require the Secretary of the Treasury to charge a fee to 
vendors for the continued receipt of payment by papcr check. 

Arguments For: The Federal Government makes over 40 miHion check payments to 
ver:dors a year. The Debt Conection Improvement Act of 1996 requires a mandatory 
phase-in of electronio payment for all federal payments by 1999. ",ith the exception of tax 
refunds. 

Arguments Against: Many small businesses now receive their payments from the 
Federal Government in the form of checks, This option would impose additional costs on 
them for using electronic transfers at a time when they are also absorbing the cost of 
transferring to other electronic transfer features, In addition, Treasury is probably not 
equipped to handle a large increase in the volume of electronic transfers, 

8. 	 ALLOW TIlE USE OF CREDIT CARDS TO PAY TAX DEBT 

Revenues: $400 million over 6 years (Treasury and Ire both think the revenue estimate 
could be zero.) 

D(~scription: This option, which would require that Congress amend the Internal Revenue 
Code, would allow the payment of taxes by credit card. The Federal Government would 
receive a one~time acceleration of revenues as taxpayers pay their entire tax debt in the 
current fiscal year, rather than stretching it out over several years through an installment 
agreement. In addition, revenues also could increase as taxpayers who would otherwise 
be delinquent might pay with a credit card. 

Arguments For: This option likely would reduce defaults. may improve compliance. and 
tncrease convenience for taxpayers, Some counties around the country have implemented 
this type of program and have a 30 percent usage rate. The IRS also would face fewer 
administrative burdens. 

Arguments Against: Taxpayers may not want to carry a large tax liability, plus interest, 
·on their credit cards "ID1d may find it more cost~effective to use installment agreements. 
Also. many taxpayers who use installment agreements may not have credit cards. In 
addition, some banks may not want to carry tax debt on credit cards. Nor is it clear who 
should pay the credit card fees. 



9. CHARGE .BUSINESS JETS FOR THE COSTS THEY IMPOSE ON TIlE FAA 

Revenues: $1.! billion over 6 years 

Description: Corporate and business turbine aircraft (turbo jets and turbo props) have 
historically paid a 17.5 cent/gallon excise tax on non..commerciru jet fuel. The receipts 
have covered only 25% of the fully~allQcated costs of air traffic services that the FAA 
provides to these users. To fully recover the costs. this option would impose an additional 
charge of $300 per flight hour or $450 per flight, or an annual registration fee of $60,000 
per aircraft. 

Arguments For: Conunercial airlines have historically covered the full coSts of FAA 

services through the 10010 tax on airline tickets. This option would nonnalize the 

treatment of commercial and private corporate turbine aircraft, These planes are 

extremely rare and extremely expensive, and the users surely could bear the added cost. 

Another option is to impose a smaHer fee, providing partial user-fee financing for b~siness . 

aircraft. 


Arguments Again,l: Critics will decry a $300 charge per flight hour for business jets as 
excessive, although It would be affordable in most cases. As a result; it _will suppress 
flight hours by business jets and their patrons, The average cost of operating a business 
jet is about $1,000 per hour. Thus•• charge of $300 per hour represents a 30 percent 
increase in operating costs, 

, 



•• 

OTHER POTENTIAL OFFSETS 


10. ELIMINATE SUBSIDIES FOR ETHANOL 


Immediate repeal $4.2 billion 

b. 3·year pbaseout $3.6 billion 

Description. Current law subsidies for ethanol would be repealed or phased out over a three
year period. Under current law. gasoline blended with ethanol (gasohol) qualifies for a partial 
excise tal< exemption. Gasoline is generally taxod .t a rate of 18.3 cents per gallon. but 10
percent gasohol is taxed at a rate of 12.9 cents per galion. A proportionally reduced exemption 
applies to 7.7-percem gasohol and to 5.7-percent gasohol. Alternatively, a gasohol producer may 
claim a S4--cents-per-gaUon credit for the ethanol used in gasohol production. 

Pros. The subsidy results in economic ineffiCiency by encouraging !he use of higber-cOSl gasoho: 
mther than lower-cost gasoline and, when the use of oxygenates is required. by encouraging the 
use of higber.,;o.! ethanol rather !han lower-<:o.t MTIlE. . 

The tax subsidies for ethanol can be viewed as a special interest provision, About two~thirds of 
total ethanol production capacity is controlled by a single taxpayer. Archer-Daniels-Midlarnl 
(ADM). 

'. 

Not all environmentalist support this subsidy beeause of !he high energy consumption involved in 
producing ethanol. 

Cons. The proposal is inconsistent with the spirit of Treasury regulatory actions arnl legislative 
proposals. Treasury regulations bave generally applied the rules relating to ethanol liberally 
(e.g., by permitting ETIlE to qualify for subsidies). Similarly, ethanol would have been exempt 
from the Administration's proposed BTU tax. 

The proposal will face intense .opposition from ADM and Midwestern corn fanners and their 
Congressional representatives (including Senator Daschle). 

Some ague that the ethanol subsidy increases national energy security by reducing the demand f( 
imported oil and U.S. dependence on foreign oil sources, 

Ethanol is produced principally from corn. Thus. encouraging the use of ethanol as a fuel 
provides an additionart'narket for U.S. farmers. Conversely, repealing the subsidy could result 
in higher Federal outlays for price support loans, 



11. 	 LIMIT AVAll.ABILlTY OF TAX DEFERRAL THROUGH CONTROLLED 
FOREIGN CORPORATIONS 

Revenues. $6 billion 

Description. U,S. corporations arc subject to current U.S. tax on thetr worldwide income, 
but the tax on the active business income earned by their controUed foreign corporations 
(CFCs) generally is deferred until the income is repatriated to the United States. (CFCs 
include all_foreign corporations that are more than SO perecnt owned by U.S, 
shareholders.) The proposal is to eliminate the deferral of U.S:-'..tax on CFC income and to 
make other related changes in the tax code. The revenue gain from this proposal Cru1 be 
reduced to as little as $1 billion by providing tax relief (such as increased foreign tax 
credit 	utiH7Jltion) that would be appropriate in the absence of deferral. 

Pros, The proposal would improve the allocation of resources by reducing the possible 
tax incentive for investments by U.S, multinationals in low~tax countries. The proposal 
would simplify the tax code and reduce the amount of resources taxpayers spend on tax 
planning and compliance. The proposal would 'reduce the incentive for countries to act as 
tax havens to. attract foreign investment. Under current law, deferral is effectively elective 
since it only applies when a foreign corporation is utilized (as opposed to a branch o.r a 
partnership). The proposal \\111 eliminate this electivity. 

-
Cons. This would be a ·major departure from our general method of taxing foreign 
income of multinational companies which would make our rules much tougher than those 
of our major competitors. The proposal would the~efore reduce the competitiv~ness of 
some U.S. companies operating in tow~tax countries. The proposal would encounter 
strong 	taxpayer resistance from the business community, including the high tech 
community. Such resistance has never been overcome by previous admini~tralions. 

Contrary to some claims, the proposal may fail to increase net U,S, exports and might, in 
some cases, hurt exports because many subsidiaries of U,S. multinationals purchase 
iniennediate goods used in their overseas plants disproportionately from producers in the 
United States. 

12. 	 PERMIT ONLY 50% DEDUCTIBILITY OF TOBACCO ADVERTISING 

RI!venues. 52 billio'iI 

Deseription. Currently) all advertising. marketing and promotional expenses are 
deductible from taxable income. This proposal would limit to 50% the deduction for 
advertising of tobacco products. 

Pros. Recognizing the substantiul social costs attributable 10 tobacco usage, the 
elimination of the. deductibility of costs that encourage consumption can be viewed as an 
appropriate penalty on those that encourage consumption. 



COilS. Advertising and promotion costs are ordinary costs of doing business and should 
be deductible from taxable income just as any other cost of doing business, 

It is bad precedent to use the income tax system in this manner to penalize industries that 
are deemed "socially undesirable," Other industries, such as the alcoholic beverage 
industry, may also oppOse the proposal on the grounds that they may be the next to be 
viewed as socially undesirable. 

Industriest such as publIshing, that rely on the print advertising of tobacco companies may 
be adversely affected by this proposal and can be expected to express their displeasure" 

13. 	 REDUCE FSC BENEFITS 

Revenues. $2.5 billion 

Deseription. The forelgn sales corporation (FSC) provisions provide an export tax benefit 
that effectively allows a U,S, exporter to exempt approximately 15 percent of its export 
sales income from U.S. tax. This proposal would reduce FSC benefits by 20 percent (to an 
exemption of approximately 12 percent). 

Pros. This proposal would reduce an inefficient export tax benefit. Treasury studies have 
indicated that the cost of the FSC program is very high compared to the ammmt of 
additional exports created. 

Cons. Companies that utilize the FSC·program will claim that this will reduce U.S. 
exports with a corresponding decline in U,S. employment. The Administration has 
strcmuously worked for the legislative extension of FSC benefits to exports of eomputer 
software with the right to reproduce abroad. This proposal would appear to weaken the 
Administration's commiunent to. and undennine the policy rationale for, the earlier 
proposal. 11,. Dole proposal also supports FSC benefits ror software. 

14. 	 !U:QUlRE THE FEDERAL RESERVE TO TRANSFER ITS SURPLUS RESERVE 
ACCOUNT HOLDINGS TO THE TREASURY. 

Revenues. $ 1.7 billion 

Description. Curretnly, the Federal Reserve has a $3.5 billion surplus reserve lhat 
represents retained earnings of {he Fed that have not been transferred to the Treasury as 
deposits of earnings. . 

Cons. 	 The Fed argues it needs this "rainy day account" to insulate it from risk of loss in 
international currency and {)foer monetary transactions. 

Congress has direcled CBO, in recent budget resolutions, not to SCQre any savings from 
legislation thar required transfer of these surplus earnings. In addition. the proposal would 
he vtewed as a gimmick because additional Fed payments now would be offset by tower 
_.x ~"'!DC:n: "U::', 



EDUCATION INITIATIVES 

August 21. 1996 


OVERVIEW: 


An NEClDPC working group involving HHS, Education, Corporation for National Service, OMil, and CEA 
developed several options to help ensure that aU children are reading by the end of third grade andlor arrive 
at school ready to learn. The three main options include:, 

I. 	 Child.... Readi.g by 3rd Grade with Prescbool a.d K·3 Empbasis: Ensure that all children 
are rcading by the end of 3rd grade through volunteer and AmeriCorps tutoring in grades K-3. 
guaranteeing I year of quality preschool for all children eligible for Head Slart. and recognizing 
that parents have to be their children!$. first teachers. 

2. 	 Children Reading by 3rd Grade Without Preschool Emphasis: Child literacy campaign withor 
further expansion of Head Start and with only a rhetorical emphasis on parental involvement 

3. 	 Children Arrive at School Ready to Learn Preschool Proposal: Ensure that all children arrive 
at ~"hool ready to learn by guaranteeing I year of Head Start for all eligible children by 2002. 
expanding the Early Head Start program, and helping parents be their children's first teachers, 

All of the proposals could eost'as much os $6 billion over·S years (FY98·2002) to meet fully our universal 
goals. Yet at $3.75 billion they are still substantial. and they would still be major proposals at $2·$3 
billion, The lower the cost, however, the more we win ha'.'e to make clear that we need contributions from 
others to meet the-universal goals we are setting. 

I. 	 CHILDREN READING BY 3RD GRADE •• WITH PRESCHOOL AND K·3 EMPHASIS 
(costs $3.75 billion over 5 years) 

Over 6 miilion K-3 students are currently behind in reading; 40% of 4th grade students in 1994 could 
not read at a basic level. This proposai to ensure that all children are literate by the end of third grad~ 
has three components: 

1. 	 Lit-cracy Campaign to Ensure That Every Child Is Reading by the End of Third Grade. v.. 
would launch a major campaign to mobilize up to r minion volunteers to provide extra reading 
help after school and during the summer for K-3 children behind in reading. By 2002. we CQuid 
haw! a fUior in approximately half of the 50,O()O elementary schools, tutoring approximately 3 
million children or nearly half (he children needing extra help in reading. The campaign would 
include: 

;"Jational Service Targeted To Reading: Nearly three-quarters of AmeriCorps programs :
already working in schools, We would designate about one-quarter of our annual budget f, 
the Corporation for National Service. or $1 billion over 5 years, for participants to tutor, 
recrurt. and coordinate volunteer tutors, and to organize community-based reading program' 
Some of the additional college work-study slots in our budget could also be directed at 
literacy, and the Educa~ion Departmenf<; discn.:!ionary competitions could be refocused on 
','..... 	' 



• 	 Additional Grants To Hire Reading Specialists and Purchase Materials: We would 
provide additional grants for states to give to school districts and communities to hire 
reading specialists and purchase reading materials. Communities wouid have to come up 
with the funds to keep schools open after hours or provide alternative facilities. although 
many communities are already doing this. Cost: $1.375 billion oyer 5 years. 

• 	 Challenge the Nation on Child Literacy. The President would challenge schools to 
improve their regular reading programs; parents to read with their children at least 30 
minutes a day; software producers to make high-quality affordable reading games; and 
;;haHenge communities, public libraries, businesses, civics clubs, seniors, and national groups 
to organize volunteer tutors, Provide limited funding to organizations, Cost: 570 million 
!l~r 5 years, 

.. 	 A~countabmty. Progress would be measured by 4th grade reading scores on the National 
Assessment of Education Progress (NAEP) with the target of all 4th graders reading at a 
basic level. Some additional funds would be used to provide annual NAEP reading data at 
the national and state leveL Cost: $55 million. 

2. 	 Guarantee One Vear of Head Start to Every Eligible Child. Head Start currently serves 
750,000 children or 40''10 of eligible children, The President's budget would already expand Head 
Start to J miHion in 2002. With an additional $2 billion over 5 years, we could serve 1.2 million 
children and guarantee on~ year of Head Starl fO every eligible and interested child by 2002 
(asswnes 20% of eligible will not apply). About half would get a second year of Head Start as 
well. The President's slated goal could be to make fWQ years 0/preschool and two years of 
college os universal as 4 years ofhigh school. Cost: $2 bilJiQO over 5 years, 

3. 	 Challenge and Help Parents Be Their Children's First Teachers. The President would 
challenge every parent to be their children's first teacher and to read with them at least 30 minutes 
each daYl and would challenge states to make voluntary support available to aU parents to help 
tllem get their children ready for schooL For states that accept. we would provide $250 miUion 
over 5 years in challenge grants. This would be described as a bipartisan proposal. supported by 
HiUlII')' Clinton in Arkansas (HIPPY), Barbara Bush. and both Senators Ashcroft and Bond when 
they were governors of Missouri, Alternatively, the challenge grant could be dropped, retaining 
only the challenge to parents. 

Pros: 
.. fE&nt and futu(e~IQQkin~, It reinforces our commitment to all children leaming the basics au 

priority of the public's ~_and that reading is the foundation on all learning, from science to 
technology (a child cannot "cruise the Internet" without knowing how to read). 

.. 	 Starts early enougb and foHows thrQlJi!h. Preschool component addresses criticism that one needs 
to start early, or tutoring addresses criticism that there is not enough follOW-lip of preschool. 

" 	 Visible Administratjon pre~Qol initiat~. \Vhile we have significantly increased funding for 
Head Start and W(C. we are not perceived as having a major preschool ogcnda, leaving this area 
open for olbers 10 claim. 

- '1,.,,- ·h.,u "'l.H "tnl 'X" g,reat clarity on tbe effectiveness of tutoring, 
,,, ' ....... ' 	 , 




• 	 Could reduce the number of children jn speciaLe.ducatioD. imnrove discipline problems in 
classrooms (which correlate with low academic achievement)~ and provide critical additional hdp 
for tile 2.8 million limited English proficient students. 

• 	 ~er~scbQQI tutorin~ pf02rams suppon other jmponant coals: Tutoring: provides 
additional and individualized learning time; helps schools stay open afternoons and weekends, and 
leverage community schools~ addresses the lack of adequate day care, child care, and positive 
after-school experiences, and provides additional "safe havens;" and provides children with 
mentors arid· adult role models. 

• 	 lllillds ou the efforts of a number of states and cities (TX, CA, CO, GA. Boston. NYC) who 
nlre~ldy are focusing on early reading,, 

Cons: 
• 	 May not provide enough [undine for any of the cornoonents to have n universal reach. The 

literacy eampaign may reach less than half of the K-3 children behind in reading. 

• 	 Qaul and focus of the initiative WiY be dUutes1. The focus on Head Start·and supports for parent 
could dilute emphasis on unIversal literacy. 

• 	 ,Prof;:rnrn focused~fter-schoQI and summer reading interim; CQuid rajse Questjons about the 
efficacY of Title 1 and the; OyeraU scbool pcs>eram. However, we have a strong record of actions 
to strengthen Title I and improve sehools overall. and can make dear that no matter how gOOod th 
school, there mIl always be a need for additional tutoring and parental invo'vement in reading. 

• 	 Readine campaiim CQuld further ignite the phonics vs. whole lamnIal:e debate. However, locals, 
not the federal government, would have control of all program decisions and good teachers 
generally use a range of rending strategies, including phonics and reading for comprehension. 

• 	 Effectiveness of tutoring by yolunteers has npt been very well documented. 

• 	 Tutorine programs are often difficult to run and sustain. They depend on volunteers who may lal 
training and only make short-term commitments. Mobilizing 1 million volunteers may also prove 
unre-.alistlc. However, the initiative would fund paid reading specialists, futl-time. paid tutor 
coordinators, and a strong focus on training to mitigate these problems. 

• 	 .Yci.untec[ programs always present some risk of child abuse problems. We would need strong 
screening and well trained tutor coordinators to deal with this, 

• 	 J!.'wmtine p[j,Jposal could be demagQgued as government and community intrusion into families, 
even though it would be voluntary. Although we could point to the support of Barbara Bush an 
Senators Bond and I\sheroft, we have learned from Nationnl Service and Goa!s 2000 that 
Republican support for a program docs not always stop the criticism. 



II. 	 CHILDREN READING BY 3RD GRADE - WITHOUT PRESCHOOL EMPHASIS 
(costs 53.75 billion over 5 years) 

This option has the same goal as Option 1, but focuses only on grades K~3. without a significant 
preschool component. 

Mobilize 1 million volunteer tutors to provide after-school and summer reading help for 
children in grades K~3 behind in reading. 111i5 would expand the funding in the proposal 
above to reach more children behind in reading. B.v 2002, we could have a tutor in approximatel) 
40,000 afthe 50.000 elementary schools, tutoring nearly 5 million.c-hiJdren or over two-thirds of 
Ihe children needing eXfra help in reading. 

Target National Service for Literacy. Cost: $1 binion already in our budget 

" 	 Additional Grants To Hire Reading Specialists and Pu~base Materials; Cost: $3.25 
billion over 5 years, 

• 	 Support Parental Involvement and Community Institutions to Ht~p Young Children 
Read. The would provide some limited additional support for family literacy programs, 
parent training centers, preschool programs. and for expanding library literacy programs. 
Cost: $375 million over 5 years. 

,. 
• 	 Challenge the Nation on Child Litel'llcy. Cost: $70 million. 

• 	 Accountability. Test annually at state and national level. Cost: $55 million 

Pros: 
• 	 Goal is SlWightfQrward. concrete and universal: to help ali children read independently and well 

by the end of 3rd grade as measured by the NAEP. If a child can't read well by 3rd grade, 
chances for later success are significantly diminished. 

• 	 Greater focus on I!terae):: increases reach and is more likely to meet our universal 2ot\l, 

• 	 Man',' of those in option one. 

Cons: 	 , 
• 	 SJms too late, Without the preschool component. some will say this initiative waits until chHdre 

are trm old and that research shows we need to start younger. 

• 	 Saws! as in option poe. 



!II. CHILDREN ARRIVE AT SCHOOL READY TO LEARN PRESCHOOL PROI'OSAL: 
(COSts $3.75 billion over 5 years) 

Whiie we have significantly increased funding for Head Slart and WIC, we arc not 
perceived as having a major preschool agenda, leaving this area open for others to claim. 
This proposal would help ensure that all children arrive at schOOl ready to learn by 
expal\ding the availability of high·quality preschool. and by challenging and supporting 
parents. The President's stated goal would be (0 make two years ofcollege and two years 
ofpreschool as universal as 12 years of school is today, Tliis. preschool proposal has three 
components: 

1. 	 Guarantee At Least One Ycar of Head Slart to Every Eligible and Interested 
Child. Cost: $2 billion over 5 YelIrs. 

2. 	 Quadruple the Number of 0-3 Year Olds Participating in Early Head Start. 
Research indicates that the first few years of a child's life are critica1 to their future 
success, As a result, the 1994 reauthorization of Head Start set-aside n small 
percentage of Head Start funding for an Early Head Start program, providing family
centered and community-based services to poor families with children age O~3. nus 
proposal would quadruple the number of families served from 25,000 in FY96 '0 
100,000, funding an addition.1 1,000 early Head Start programs nationwide. Cost: $ I 
billion mQre over 5 y~jilfS. 

,. 

3. 	 Challenge and Help Parents Be Their Children's First Teachers. The President 
would challenge every parent [0 be their childrenls first teacher and to read with them 
at le'ast 30 minutes each day, and would challenge states to make voluntary support 
available to aU parents to help them get their children ready for schooL For SllItes tha' 
accept, we would provide $750 million over 5 years in challenge grants. This would 
be described as a bipartisan proposal, supported by Hillary Clinton in Arkansas 
(HIPPY), Barbara Bush, and bo,h Senators Ashcroft and Bond when they Were 
governors of Missouri, . .cost: S750 million OVer 5 years, 

Pros: 
• 	 Visible Administration PreschoQI Initiative. 
• 	 Universal and Innovatiye. Provides a universal goal of providing everyone eligible 

and interested a year of Head Start, and is innovative because of its emphasis on 0<3 
year olds and on parenting. 

• 	 .Ermlbasizes Parents. Based on parenting programs with bipartisan support . .• 
Con: 


Claim that Benefits Fade, People may point to some research showing that the 

benefits from Head Start fade after a few years without better followDup. 


• 	 Clajm That It Is Intrusiye. Parenting proposal could be demagogued as government 
and community intrusion into families, even'though it would be voluntary, Although 
we could point to the support of Barbara Bush and Senators Bond and Ashcroft. we 
know from National Service and Goals 2000 that Republican support for a program 
does not always stop the criticism. 

~ 	 Eady Head Start program would stjl! be tim'. even after this $1 billion c:ipansion, and 
research on its effectiveness has not yet been completed. although it .... ;., . .jc~;.tUt.; 
based on research. 



,lOll CREATION INITIATIVES 

The working group has developed options on two major components of our proposal: 

l. T argeled Wage Subsidy 
II. Welfare-To-Work Challenge Fund 

The basic notion would be that these two components: would work together. We would 
establish n tax credit for businesses to hire the hardest to hire workers. and the President would 
challenge states, cities, counties, and the private sector to do their part to move people from 
welfare to work. In order to facilitate this transition, we would set up a challenge fund that would 
provide a targeted pay • .for-perfonnance program for states. cities,. counties, the private sector and 
other repr,e:sentatives that will reward the movement of one million hard to employ welfare 
recipients to work. We get the added bonus that these proposals fit nicely into the Presidenes 
Corporate Citizenship message. 

TAX IJ:::lITlATIYES: ' 

WORK OPPORTUNITIES TAX CREDIT: 

The Work Opportunities Tax Credit (WOTC) is the revamped (and renamed) Targeted Jobs 
Tax Credit. Thls new tax credit win enable employers to claim a 35 percent credit on the flfSt 
$6,000 of first-year wages paid to a qualifying individual ($3,000 of first-year wages paid to 
Swnnler youth employees). The credit is effective October 1, 1996 and expires after one year 
(September 30, 1997). 

This revamped wage credit addresses previous criticisms of employer subsidies programs 

(including the Targeted lobs Tax Credit) by requiring pre<ertification of eligible workers, 

increasing the retention requirement and simplifying the administrative burden of identifying who 

is eligible for the credit 


Employers are required to prc~screcn an individual on or before the day the individual is 
offered employment. Curren' qualifying individuals include: (I) members of families receiving 
assistance under a [V ~A program for a period of .at least 9 months. part of which is during the 9· 
month period ending on the hiring date; (2) qualified veterans: (3) qualified ex-felons; (4) 18-24 
year alds who live in an Empowennent Zone or Enterprise Community; (5) vocational 
rehabilitation referrals: (6) qualified food stamp rccipient who is 18 to 24 years old and a member 
of a family receiving food stamps for a period of at lea.'it six months ending on the hiring date; .and 
(7) qualifit!d summer youth employees. Thc employer can only receive the credit if the employee 
works at least 180 days (400 hours) or in the case of qualified summer youth employees, 20 days 
(120' hours). 



The working group has developed a number of other options. but our main proposai 
consists of the following components: 

Super WOTe For Harder-To-Employ.· Welfare Recipients. Extend the WOTC for 
harder-to-emplo, welfare recipients for three years (through September 30, 2000),' We 
would also include the following sweeteners: 

~ Increase the wage limit from $6,000 to $10.000; 
... .-Allow employer provided education assistance. health care, and dependent care 

to be treated as eligible for wages: alternatIvely. employers could get more of a 
credit if they provide education assistance. health care, or child care; 

... Increase the credit rate from 35 percent to 50 percent; and 
... Allow employers to claim the credit for two yeID's, instead of one year, 

• 	 Expanded WOTe Expand the qualified food SIamp category of the WOTC to include 
adults 18 to 50 years old who lose food slamp benefits under the welfare bill because they 
do not satisfy the minimwn work requirements just through September 30, 1997. 

• 	 CDFllnitiative. Provide a total amount of $100 million (or 5200 million) in 
nonrefundable tax credits thot would be made available to the CDFI fund to be allocated 
among equity investors in qualified CDFls (see below). 

REVENUE ESTlMATE: Treasury has not officially scored this aption, but we expect it to cost 
approximately $1.1 billion between FY97 and FY2002 (including the CDFI initiative). 

The ",'Orking group's other options include countless combinations of expanding the Work 
Opportunities Tax' Credit for everyone, expanding the WOTC for just welfare recipients~ 
combinations of the two, and extending the WOTC for one or three additional years, Treasury has 
not yet scored these proposals. but some of the additiona~ options would include: 

Option A. 

• 	 Expand the qualified food stamp category to include adults 18 to 50 years old who lose food 
stamp benefits lUi.der the welfare bill because they do not satisfy the mini.rrlwn work 
requirements, These people would receive the WOTe for up to three years. 

! The working group is still trying to define what are "hardcr·to-employ" welfare recipients. 
We have assumed that we would dassifY that harder·to·emp!oyer welfare recipients are (1) members 
of families that have received family assistance (AFDC or its successor program) for two 
consecutive years ending on the hiring date~ (2) membern of families that have received frumly 
asslstance for a total of at least two years beginning on the date of enactment, provided that they are 
hired within two years of the date that the two-year total is reached~ and (3) members of families 
who are no longer eligible for family assistance because of Federal or state time limits. provided 
that they are hired within (wo years of the date Ihat they became ineligible for family assistance. 
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Option B. 

Extend the WOTe for an additional three years (through September 30, 2000) for certain long
tenn fruniiy assistance recipients. This option also includes the following modifications: 
increase the wage limit from $6,000 to $10,000; allow employer provided education assistance, 
health care, and dependent care to be treated as eligible for wages; increase the credit rate from 
35 percent to 50 percent; and allow employers to claim the credit for two years, instead of one 
year. 

Pros.' 

,. 	 Expanding the WOTe would provide additional incentives to businesses to hire workers and 
would improve employment (and training) opportunities for persons who need to move from 
welfare to work because they are no longer eligible for family assistance and food stamps. 

.. 	 The WOTC is a significant improvement aver the TJTC One reason the take up rate of this 

type of wage subsidy are low is that the credit is reiatively small. Since the main proposal 

from the working group is targeted to the hardest to employ welfare recipients, we could be 

providing a large enough incentive to business to utilize it to create job opportunities. 


• 	 Since tax credit accrues to businesses, we are providing incentives to create jobs in the private 
sector so we are not vulnerable to attacks that this 'is a "public works" program. 

• 	 Encourages employers to provide better jobs with higher wages, more training, and employer 

provided benefits to people most in need of these additional supports. 


Allowing employers to claim the credit for two years, instead of one, increases the incentive 
for 	businesses to retain these hardest-to-employ welfare recipients. 

• 	 Evidence suggests that one of the best ways to raise wages for weJfare redpients is to provide 
wages subsidies along 'With on·the-job training. Our proposal to allow education assistance to 
be counted as wages -- coupled with the expanded WOTe - should therefore yield significant 
returns to welfare recipients. 

COlts: 

• 	 Some will argue that the WOTC will have the same pitfalls as the Targeted Jobs Tax Credit 
(TJTC) it replaces. That is, employers will be provided a targe windfall since some of the 
memb,:rs of the tnrget groups would have been hired anyway absent the credit. \Vhile the 
WOTe makes a number of improvements over the TITe, GAO and the Labor Department's 
Inspector General found that as many as 90 percent of the workers would have been hired 
anyway under T JTe. However, Harvard professor Larry Katz.. the fonner Chief Economist at 
Labor. has found these studies to be flawed. He concludes Jhat only SO percent of the workers 
woul~ have been hired anyway under the old' program. 
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• 	 We will not nave any evidence on how the WOTC works. arid therefore. we cou.d draw 
criticism that we are expanding a tax credit that we don', know if it works. 

To some extent, we will be vulnerable to attacks that this proposal is a backdoor way of 
increasing spending on welfare recipients. 

• 	 Th15 is not really a job creation initiative. It is more a "job shifting" initiative, Expanding the 
WOTe wiiI help create jobs for wclf~e c("'Cipicnts and the other targeted groups, but it will not 
increase the rate of job growth for the economy as a whole. 

CDFI INITIATIVE 

1ne Community Development Banking and Fiiumcial Institutions Act of 1994 created a 
federal CDFI fund to provide grartts. loans, and technical assistance to qualifying lenders. After 
being red.uced in 1995, the CDFI fund has $50 million in assistance to provide to various CDFI 
qualified instinnlons. Currently, CDFIs and their investors are not eligible for special tax 
incentives. By extending tax incentives to encourage investment in CDFIs. we could leverage 
additional private investment in distressed areas and help stimulate the economic revitaliz.ation of 
those areas. 

There are two basic options with the CDFi proposal: 

I, 	 Provide a total amount of $100 million in nonrefundable taX credits that would be made 
available to the CDFI fund to be allocated aniong equity investors in qualified CDFIs; or 

11. 	 Provide a total amount of $200 minion in nonrefWldable tax credits, 

Under the first option. the allocation of credits wouJd be determined by tne CDFI fund 
using a competitive process similar to the one used to allocate the $50 million in assistance. And 
under both options, the maximum amount of credit allocable to a particular investment would be 
25 percent of the amount investedt though a lower percentage could be negotiated. The amount of 
the credit would be available when the contribution is made (e.g., a 25 percent credit would be 
claimed in the year the investment is made). The investor~s tax basis in the equity interest would 
be reduced by the amount of the credit,. which would increase any capital gain. or reduce capital 
loss, in the event the investor sells hislher interest in the CDFt In addition, the credit would be 
subject to fun recapture if the equity interest is sold or redeemed within 5 years. 

REVENUE ESTIMATE: Treasury has not officially scored these options, but we expect their 
cost to be between $50 and'$90 million for the 5100 million capped credit, and between $50 and 
$180 miiJion for the $200 minion capped credit. For the first two cases. the loss is less than the 
amount of credits allocated by the CDrl fund because some of the credits are recaptured., 

Pros: 

• 	 An effectively capped credit ensures that limited resources are targeted to assist those areas 

most in need with the best programs, The CDFI fund anticipates that they could allocate the 

credit to marginal investment. The $200 million option would provide less w.rgeting than the 

~II)O 'lli~!ion option, 


4 



" 	 Requiring another agency to allocate tile tax credits lowers a.dministrative costs for the IRS and 
is likely to limit fraudulent claims of the credit. With the illlcapped credit~ the CDFI fund 
would still be involved in certifying that a particular CDFI qualifies, but the IRS administrative 
costs and fraudulent claims are likely to be higher than with a capped credit. 

• 	 Increasing the equity incentives will help spur investments in venture capital funds that will 
then invest in new enterprises which choose to locate in poor communities 

.. 	 Investors in such enterprise funds will get a 25% credit on every dollar invested up~front -~ 
with all of the upside of every other competing venture capital fund. 

.. 	 The wlcapped credit has the additional benefit that the CDFI fund is less involved in allocating 
tax incentives. 

Cons: 

• 	 This proposal does not assist nQn~prQfit CDFIs or those that do not issue stock. such as mutual 
organiz.ations. 

• 	 Congress limIted the amount of grants, loans. and technjcal a(jslstance offered by the CDFI 

fund in 1995 and is unlikely to approve of a tax expenditure to fund this program, 
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WELFARE-TO-WORK CHALLENGE INITIATIVE 

The working group beJieves that a tax credit on Its own would not be enough to increase 
job opportunities and placements for the hardest to employ, but that in combination with a welfare 
to work spending program, could welJ result in reaching the goal of one million jobs for hard-to
place welfare recipients. As a group, we set out to develop a plan that would complement the tax 
credit, as well as the efrons of States with their block grant and child care funds, and require 
States, cities. community organizations, and employers -~ working together -- to come up with 
strategies to create oppomrnities for the hardest to employ, 

Overview ollhe Welfare-Io-Work Challenge 

The President would launch a $3 billion Welfare-To-Work (WTW) Challenge to place one 
million harder-to-employ welfare recipients in jobs by the year 2000. The Challenge would 
ultimately provide $3,000 per job, with substan,ial funding at the beginning of each program year, 
but full funding available only for successful job placements. 

I. ACCOUNTABILITY: To ensure jobs for the hardest to employ, the WTW Challenge "ill 
operate unlike all previous Federal jobs programs: it will ordy provide full funding upon a showing 
of successful placements of the target population into jobs lasting at least 9 months, As much as 
25 percent of a State's allocation would be provided only after successful perfonnance has been 
documented. The bulk of funds would be available up~ftont to finance the necessary activities. 
States or areas that do no' quallfy for all or part of the amount held back, would lose those funds 
to other areaS with which can produce jobs for the target population. 

• 	 Issue to be decided: How should the "pay-for-performance" aspect work? (A) The 

accountability could come from the 25% payment that would be withheld subject to 

performance on job placement. or, a more stringent approach would actually be to allow 

deductions from the next years payments if the state failed to even place enough jobs to 

justify the 75% upfront payment. 


II, FLOW OF FUNDS: Welfare reform places responsibility in the States, but the impact will be 
felt locally_ Most believe that the funds availab~e to States. even with the additional child care and 
bonus funds we suc>:eeded in having added, win not be sufficient to meet the employment needs of 
the hardest to place, Thus. we envision a formula allocation to States, with automatic pass through 
to sub-state areas. The factor used for formula distribution could be the distribution of the welfare 
population, but that might nave the perverse effect of "rewarding" States that spend more on 
welfare or do the least to help welfare recipients find jobs, Employment-to-population ratio is 
another option but data may not be available for local areas, Finally. we >:ould use poverty (which 
has distribution.al results similar to employmenHo~popuJation) as the factor for distributing funds 
to States and within Stutes, 

If we rely on the' poverty ,criteria, ca>:h State's share of the $3 billion would be the same as its 
share of the poverty population. Each local area's share of the State's allocation would be based 
on its per,:entage of the State poverty population, Funds would therefore always be 'used where 
Ihere were the highest concentr:1tlot1S of the larget population. 

http:distribution.al


m. TARGETING: Because many welfare recipients would find jobs relatively easily without 
new Federal assistance, and because we expect States to establish employment programs for the 
average recipient. it is important trus new $3 billion commitment be closely focused on those least 
likely to succeed in the usual system. wrw therefore would require funds to be used for the 
hardest to place populati90 within targeted geographic areas. Geographic targeting would be based 
on factors such as high poverty and concentration of individuals on welfare. lnrlividual targeting 
would be based on residency in 11 targeted area, plus factors such as length of stay on welfare. 

~ 	 Issue to be decided: Two foons of individual targeting have been discussed: (A) targeting 
to those with longer stays on welfare. which gets at the population most likely to be most 
difficult to place, and most in need of assistance. (B) targeting on residents of high 
poverty areas, which gets at people for whom the job may prevent welfare dependency, or 
cut short lengthy welfare stays, as well as those already on welfare for long periods, Most 
people in the working group believe the hean of this initiative sh.ould be geared toward the 
most hard-lo-employ welfare recipients, yet some would allow a small set-aside for other 
residents of high poverty areas •• such as I ()"20%. 

IV. PROGRAM PLANNING AND MAt'lAGEMENT - ROLE OF CITIES AND OTHERS: 
We believe it is essential to have close collaboration among the State, local governments. 
community organizations. and the private sector. The flow of funds and targeting requirements 
will ensure that WTW money must be spent in the areas and on the people most in need. The 
ptarming and management structure wiU enSure that communities plan together, and that in at least 
the largest cities, the mayors manage the funds. 

• 	 For the largest cities (e.g., the largest 100 as in recent·education initiatives, or 200 as the 
E7.1EC experiem:.c indicates might capture mare concentrations ofpoverty): The mayor 
would organize the local community (private sector and other employers, Jabor 
representatives, com.munity~based organizations, for..profit and non~profit placement 
organizations, etc.) and. with representatives from the SUlle, determine the plan that would 
result in at least the allocated number of job placements. The plan would be devised 
locally. To ensure the integration with the State block grant and child care resources, the 
Governor would have to sign off on the plan. but no funds would be available unless the 
mayor had approved the pian. The mayor would be accoW1table for maIJ.aging the funds 
and for perfonnance. 

• 	 F()r other local areas: The State would have the option of granting comparable authority 
to other jurisdictions,y.,jthin the State, or organizing the planning and managing the 
resources through a State entity. Even under State management, the required flow of funds 
and targeting would detennine the geographic areas from which the population to benefit 
from the WTW resources would be drawn. 
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v. MATCHING; COMBINING WITH OTHER RESOURCES: WTW·s $3 billion is based an 
a1:erage Federal cost of $3,000 per successful job placement, but some jobs will cost more than 
that to generate. and some less. States and localities can use the WTW funds they receive in any 
proportion per job, but most expect that additional resources will also be needed to meet jobs 
targets. Local plans will have to specify how State block grant and child care funds will he 
brought to bear in the p~ocess. Private sector commitments will also be sought, as will the 
participation of local organizations. Cities and other local government may also contribute 
funding. WTW would not specify how much State and other funding is required; that will be 
determined by the plan. 

WTW and related funds will have greater ability to place people in private sector jobs by vinue 
of our proposed enhanced Work Opportunities Tax Credit for the longer term welfare recipients. 
As WTW is implemented, placements should increase in late FY 1998 and in FY 1999 because of 
the benefit to employers of the WOTe. 

... 	 Issue to be decided: The working group is divided on whether there should be a specific, 
mandated match from the State block grant or other funds. While it may not be reasonable 
to expect the target of one million jobs to reached only by use of the $3 billion, plus 
whatever additional incentive arises from the tax credit, a mandated match will not be wdl 
received by States or cities. One alternative to is to require a match uriless the plan can 
convincingly demonstrate that it is not necessary. A second option would require the use 
of State block grant funds, but not specify an amount. A third option would be a fixed 
proportion, for exampl~. one State or local dollar for every three Federal dollars. Some may 
argue that requiring a specific match from the overall block grant could draw scarce funds 
from children and basic payments. 

VI. USES OF THE WTW CHALLENGE FUNDS: We have learned over the many years oi 
welfare jobs programs and research that there is no one sure program design that will work in 
every part of the country to get hard-to-place welfare recipients into jobs without displacing other 
workers. It is therefore essential to permit maximwn flexibility to localities and States in program 
design. Our key feature is the withholding of a significant portion of funds until there is a 
showing of successful placement. Precisely how that placement is achieved is a local concern. 
However, we do envision four broad types of activity: 

• 	 Creating jobs through cleaning up and rebuilding communities. Creation of new jobs 
Ihrough envirorunental clean up, such as under Bro\V11fields proposals, and resulting 
economic development; EZIEC type focused incentives for new job creation in high 
poverty areas; housiQg rehabilitation. 1·lousing redevelopment programs such as Youth 
Build could also be a part of local community plans in this type of activity. 

I. 	 Issue 10 be decided: Should there be criteria to ensure that WTW is not seen as 
subsidizing "make work"? Some believe that the only option for at least a part of the 
hardest-to-employ population will be temporary jobs (i.e., lasting at least the 9 moruhs 
required for WTW) in the public or private sector. Such jobs raise the specter of the 
old CETA public service jobs program of ill rcpute. It may be possible to specify a 
broad criterion such as, "The plan shall indicate that most job placements will be in 
positions that are expected to continue after the 9 month retention period." 



• 
• 	 Jobs in expanded child care, We know there are not enough community-based child care 

centers and other sourceS of affordable child care. WTW ftmds could help create more 
child care and more child care jobs for welfare recipients. 

• 	 Proven job crcationljob 'placemem models. There are a variety of program designs whjch 
various localiti~ have used successfully to place highly disadvantage¢ people. The.'iC 
include: 

The Center for Employment and Training (eEl') model. Private non-profit 
organizations run work preparation programs of highly structured basic education, skill 
training and work experience leading to job placement in .the private sector" 

America Works. Manpower, Inc. Kelly and similar organizations, including One-stop 
Centers which DOL is funding. Private for-profit (or non-profit) employment 
agencies to place the target population. 

Riverside GAIN Program. Broad-based welfare-ta-work mode! that emphasizes rapid 
entry into the workforce through job development and job placement assistance. 

Organizations, such as Youth Build, that train disadvantnged young people in 
construction trades while rehabilitating or building new housing. 

Activities such as SBA has developed, under. for example, its Microloan 
Demonstration program. 

• 	 Other strategies. We would give localities free rein to devise whatever program plan they 
choose, as long as the plan makes clear that the result will be jobs, whether in the private. 
non-profit. or public sector. and. as with the activities in a~c above, that full funding win 
only become available when the placement nas been made and the job retained. 

vn. EVALUATION: At the end of the program period, the Challenge Fund will be evaluated, so 
that the President and the Congress can determine whether it should be renewed. 


