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• 	 Right IIOW, the Congress is way behind where It should be in the budget and 

BpploprlaliQtlll proem. 


.. • 	 Of the 13 appropriations bills, In 1993 and 1994, the House of RopIesentativcs bad 
complc,ted 9 and 12 rcspecllvely by July 4th. This year. the House had complClCd 
only 2. Noninee 1989 •• the first year of the Bush Admlnisttation - bas the House 
been t1:ds far behind. 

• 	 Probably even worse, the budget resolution recently adopted by the Congres. docs not 
nequire cormnlttees to complete work on !heir deficit neduction legislation until 
Sopten:cbcr 22. That Is only eight days before the end of !he Fiscal Year. 

• 	 It sbould be ciear that the train wreck is not speculation on our pan about some secret 
strategy. Republicans have been very open about 

o 
It. 

• 	 The Speaker has made It abuodently ciear thet be relishes !he idea of loading down a 
continuing resolution or a debt ceiling hill. both of which will be el!SClltlil to keep 
government going, with unacceptable measures that !he President would be forced to 
veto. This would create a 'train wreck': a government without fund.s and. shutdown 
of l'ed.eral offices. 

• 	 As early as the rune 5 Issue of Time Magazine. !he Speaker was quoted as saying !he 
following: "He can lUll !he parts of government thet are left [after !he cutsl. or he can 
run no IlOvernrnen1." WhIch of !he two of us do you think worries more aboul the 
government not showing up?' 

• 	 I would like to tl:dnk thet every member of Congress worries about the possibility of 
Social Secu.riIy and other retirement checks not being issued. of veterans having their 
benellts delayed. of turmoil in !he flnancial markets. Becau!e that is what could 
happen If !he Speaker carries out his threat. 

. • 	 There is enormous pot<:milll in that scenario for harming our people, our economy, 

and our country. 


• 	 It can alway. be tempting to score political points by playing budget "chicken." But 
we sbt,uld not be playing political games with the future of the American people. The 
American people bave elected aU of ua to lead, and thet is wbat we should do. 

. • 	 Congt',:ss should not use the calendar to force down the throats of the American 

people cut! In education and extteme Medicare cUts to pay for talt breaks for the 

w.althy. 




• 	 The President has sent the Congm•• 1m-year balanced budlet plan that mAkes 
, 	SI\llSe. It Is a gradual approacl1 that protects Jobs and tbe economy, that contains only 

balf the Medicare and OIIO-thkd the MedleaI<I savlng., and the fIt&t serious step. to 
broad health refonn, protects Medleare beneflelaries, increases InVMment In 
education, and provides a tsx cut targeted to helplng middle tlasa families raise and 
educa1l: their childrllll, 

• 	 Make no mistake -- the President will !lilt .lmply accept anyth1ng the Congress sends 
him. If they iJlllltC his proposals, it is at their peril. The President hopes they will 
choos. -- as he has - cooperation rather than conl\'pntation.leadershlp rather than 
psrtiaan politics, and SII1lSlble policies rather than .mreme one., 
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" CLOSE HOLD 
WHITE HOUSE STAFFING MEMORANDUM 

,to ' ""2.-""L 10-1-")DATE: . ACTION/CONCURRENCE/COMMENT DUE BY: 

SUBJECT: Pj '\" A@~,(\1Q,il\~l'\ '!M:,-- ~J:~~a _ 
FYI ACTION FYI 

Ac;J 
VICE PRESIDENT 0 McGINTY 0 0 
PANETTA ~ 0 . NASH 0 0 
McLARTY 0 0 QUINN IJit' 0 
ICKES Q' 0 RASCO FE 0 
BOWLES ~ 0 SEGAL 0 0 
RIVUN 0 0 SOSNIK ~ 0 
EMANUEL 0 0 STEPHANOPOULOS ~ 0 
GEARAN 0 0 TYSON ~ 0 
GIBBONS 0 0 WEBSTER 0 0 
GRIFFIN r/ 0 WILUAMS 0 0 
HALE 0 0 :S~d\\~ :f 0 
HERMAN 0 0 0 
HIGGINS U 0 0 0 
LAKE 0 0 0 0 
UNDSEY 0 0 0 0 
MIKVA 0 0 0;r
McCURRY C] 0 0 

REMARKS; fh') ~ ",,;..VJr 7 

RESPONSE: 
......~ 

JOHN 0, PODESTA"'(lSi HOLD\.It.V ( ASsistant to the President 
and Staff Seeretary 

En 2702 
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EXECUTIVE OFFICE OF THE PRESIDENT 


OFF1CE OF MANAGEMENT AND BUOGEr 


THE OlRffTOR June 2il, 1995 
9SJUW P9: 09 

MEMORANDUM 

FOR 	:c~~I::in ~&
FROM: 

SUBJECT: 	 strategy for the FY 1996 Appropriations season - 
DECISION 

On June 13th, the House Appropriations Committee approved 
their FY 1996 602(b) allocation. While you did not read about it 
in the headlines, this action could force a major restructuring 
of Federal programs and priorities, such as significant
reductions for education, training, housinq and commerce 
programs. 

The purpose of this memorandum is to provide a brief 
overview of the FY 1996 appropriations season, summarize the 
impact of the House 602 (b) allocation, and raise some strategic 
questions about how wa wish to proceed this year. 

Last year, for the first time since 1948, all of the. 
appropriations bills were signed into law before the beginning of 
the fiscal year. Despite the normal, early season statements 
from the Committees that they intend to finish the FY 1996 bills 
by oc1oober 1, it is very unlikely. 

It is likely that we will need several continuing 
resolutions to complete the process. I expect that there will be 
many veto threats, as well as decisions by the GOP leadership to 
force confrontation (i.e. shutting the government down) as part 
of th" negotiations on the debt limit and reconciliation bills. 

The appropriations bills will be controversial over both 
funding and lanquaqe issues. -As the House debates the: 
appropriations and reconciliation bills, there will be little 
QPpo~:unity to bring up authorization bills. This will force 
many legislative issues onto the appropriations bills, such as: 

o 	 changes in abortion prOVisions in the Defense, Labor/HHS/Ed, 
Treasury/Postal, Foreign Operations and DC bills; 

o 	 prohibitions on executive actions in national security, 

foreign affairs, and striker replacement: 


o 	 limitations on affirmative action; 
o 	 prohibiting the implementation of certain regUlations such 

as Davis-Bacon, Endangered Species Act mandates, fuel 
efficiency standards, clean air standards, wetlands rules, 
OSHA rules, labor protection for transit and perhaps even 
speed limits: and, 



,, , 

o 	 reinventing government - in cases where the authorizers have 
not come to closure there could be efforts on the floors to 
terminate Commerce, USIA and other agencies. 

The 	House Appropriations Committee can be expected to 
moderate some of the cuts and terminations from the House and 
Senat:e budget resalutions. For example,. the House budget
resolution assumes the termination of the Education, Enerqy and 
Colnllterce Departments. All are expected to be funded, though at 
significantly reduced levels. 

. The Senate Appropriations committee can also be expected to 
serve as a moderating influence. In establiShing the senate 602 
(b), Chairman Hatfield tends to follow the budqet resolution 
funct:ional splits more then the House~ The senate budget
resolution assumes $4.billion less for defense discretionary than 
the House, so if the conference agrees to a split, it is possible
that there will be about $2 billion additional non defense 
funding in the Senate allocation.- . 

Regardless of the potential far some moderation from the 
House and Senate Appropriations committees, the combination of 
major reductions in non defense discretionary spending and 
objectionable language issues is expected to result in many of 
the bills being subject to veto threats. 

Tentatiye Schedule 

The 	House Appropriations Committee hopes to have twelve of 
the 	thirteen bills through the aouee by July 25th. Only the DC 
bill would be delayed (awaiting July recommendations from'the 
various House task forces). 

The 	tentative House schedule follows: 

Sllll!:OMHII'TEE5 	 SUB!:O!lllIttEE 

A9'r iC'lJ.l ture June 14 June 22 June 29 
comme:rce, Justice. State June 27 July 10 July 13 
District of Columbia Not scheduled 
Energy and Water Oevelop~ent June 13 June 20 June 27 
Foreign operations June 8 June 15 June 22 
InteriQr June 20 June 22 June 28 
Labor, HHS, Education July 10 July 20 July 25 
Legislative June B June 15 June 20 
Military Construction June 7 June 13 June 20 
National Security June 27-30 July 12 July 20 
Transportation June 21 June 30 July 12 
Treasury, Postal Service June 22 3une 29 July 11 
VA, HUD, Independent Agencies July 10 July 13 July 19 
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The Senate is eXpected to take up their 602 (b) allocation 
shortly ..fter the July 4th rece.... ( ...... uming tbat the budqet 
resolution conference report is completed). They will then mark 
up their bill.. during July an~ August as they come over from the 
House. conferences would be expected to be completed in 
september, thouqh this could be delayed ..s timinq of the bills 
are drawn into the controversy over reconciliation. tax and debt 
limit leqislation. 

~louse 6Q2 (bl Allocation 

o 	 In total. the House allocation reduces discretionary budqet 
authority by almost $25 billion (-5%) below the request and 
outlays by over $11 billion (-2t). 

o 	 Non defense discretionary outlays are reduced by almost $16 
billion (-5.6%) below the request and over $13 billion (-5%) 
below FY 1995. A more detailed table is attached. 

As the chart below indicates, the House allocation is, 
compared to the request. qenerous for Defense, Military
Construction, and Transportation. Labor/HHS/Education, VA-BUD, 
and Foreiqn Operations take large reductions. Commerce/Justice! 
state, with a lot cut and pressure to expand Justice programs,
will result in major reductions for Commerce, state and Leqal
Services. 

SUBC!)IIIflTTEES HOUSE 602 (PI ALLOCATION (SAl - PERCENT CltANGE 
EX 1995 Enacted FY 1996 ReQUest 

Agriculture 	 - 4t -H 
Commerce, Justice, state +n 	 -lOt 
District of Columbia 
Energy and Water Development -7% 	 - 9% 
Foreign Operations 	 - 9\ -17\ 
Interior 	 -7\ -8\ 
Labor., HHS, Education 	 -lU -lat 
Legislative 	 -u - 5\ 
Military Construction 	 +28% + 5\ 
National Security 	 +1\ +3\ 
Transportation 	 -8\ +lot 
Treasury, Postal service -J't 	 -13\ 
VA, 	 HOD, Independent Agencies -13% -lH 

Next Steps 

Our objective is to get as many appropriations bills 
reflE!ctinq your priorities as possible, both in terms of funding 
levels and potential objectionable language riders. The only 
real tool that we have is the ability to sustain a veto 
over the key funding bills. 

While We could attempt to establish priorities within tho 
House 602 (b) allocations, we think this is a bad idea because 
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there is no prospect for reaching our priorities within the total 
discl'etionary funds available under the House budget resolution. 

In the Senate, there is ~better prospect Of perhaps moving 
some funds from defense to non defense and makinq some proqress. 
However, the senate is also workinq under an overall 
discretionary cap which makes significant progress unlikely. 

Therefore, the preferable strategy is to make our prioritles 
very clear, by letters and other statements, but not make choices 
within their constraints. We propose to continue to use the 
allocations proposed in our Budget as the basis for indicating 
our priorities. 

In October we are likely to be at an impasse with Congress 
over the reconciliation, appropriations and debt limit bills. At 
this point, we are likely to be working towards compromise on a 
continuing resolution and reconciliation legislation, and it may
become possible to neqotiate a restoration of some amount for 
discretionary spending. 

For example, for non defense discretionary, if you split the 
difference between the House 602 (b) allocation and the request, 
you could restore almost $8 billion of outlays and still be about 
$5 billion below FY 1995 outlays. These additional funds could 
then be distributed among the non defense appropriations bills. 

OUr prior opposition to raductions as 'the bills move through 
the process would both create some pressure tor such a 
restoration and a rationale for the veto battles that may be 
inevitable. 

If you approve this approach, we will begin sending letters 
on es,ch bill that reflect tile priorities in our Budget and 
indicate our objections, both to the spending levels and language 
issues~ 

, , 
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~'I$IItItt.l.T._ 

FYttaG Dlffentnc:e: 
F'Y ,.05 FY 1h:e H......2\1» % DIJtuenc. From FY 1996 Proposod to 

C.'IIIm' PI'Op!!R FY 1.085 EtmUd FY 1N$ Propond FY 1"6 602{b}
i!! - !& llA !& llA-.!& llA OL ItA OL SA !& 

OoflHlS$ diser.tlonary........,_.................,,,...... 

!nt9tl\8t1ona! dlsc:r.Uaruuy....... , ......... "".... ",.., .". 

DomGslicdlsetGtlonary ' •..." ..._..•..•" ................. 

Com.,... " . .,........................:." ....",....., "....."....." 

Emerganey dIsaster fund_.................. , ..,_.......... 

260,316 

20.210 

223.572 

2,422 

2711,O70 

21,200 

258.298 

705 

258,258 

2t,210 

229,574 

4.287 

261.110 

21,016 

2&1.052 

2.287 

NiA 

NiA 

NiA 

3.887 

1,5(10 

264.283 

20'.698 

245,688 

2.1:20 

1,500 

NiA 

NtA 

NiA 

60.50/. 

NIA 

-2.1% 

~2.4% 

".9% 

200.7% 

NlA 

NiA 

NiA 

NiA 

-9,3% 

NlA 

1.20/. 

-1,5% 

·5.9"/" 

·7.~W.. 

NtA 

NiA 

NtA 

NfA 

NtA 

NlA 

3,173 

·31S 

-15.384 

·167 

1,500 

To",1 d ....... tIonary .pendlng_.___ !506,!I19 S$O,274 513,330 545,485 498,83' 534,289 Nil< ~2.9% NiA -2.1.1% .11,116 

MEMORANDUM: 
U_od: p....,na1 Ra..,. Ad AdlustrMn' 2,383 2,912 NiA Nt, Ni' NiA NiA 2,912 

" 
I 1nc:Wo. an adjuslme1ll to the FY 1996 budgetauthorltyntqUtSl of ...$24.., blIIion to ttl1ett!hlt acoMg ofTtsNpOrtdon Oapartment obIIp~ Ilmriatlcns in Ih$ 602(bJ D11oca~ons.• 
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June 20. 995 " 

MEMORANDUM TO THE CHIEF OF STAFF 

From: Gene Sperling 

Subject: Update: Positive Budget Roll-Out and 
OMB Baseline Defense 

We bad a good day in getting a going on 'our budget blitz. Today, we have to press 
on and ensure tbaI we get the calls made that we are supposed to and the meetings set up that 
we need. 

The major issue we need to decide is what we are going to do on Thursday and 
whetber we will consider doing. Medicare letter from the President to the Republican 
leaders. 

1. PUNDIT AND MEDIA BLITZ: Mark Gearan hosted. meeting that was well-attended, 

including Rahm, Barry Toiv, Larry Haas, David Dreyer, Howard Schloss, Laurie McHugh, 

myself and otbers. 

We agreed that we would proceed in three parts. 


TIl.." Divisions: 

Major News Organizations: NBC, CBS, ABC. CNN, New York Times. Washington 
Post, Wall Street Iournal, IA Times. USA Today. 

We agreed that the four main principals: Panetta. Rivlin~ Tyson and Rubin would each 
do two organizations so that we had all of the networks and major newspapers 
covered. 

Pundits: We are creating a pundit list and we wiU be giving assignments tomorrow 
and asking calls to he made. 

Regional: Laurie McHugh has come up with an ambitious schedule of regional tongs with 
assigrunents. 

1 




Z. BUSINESS V AIJDATORS: Alexis and Kate Carr bave made significant outn:aches with 
holp from Mack, as wen as Commerce and Treasury. 

leIters or Genmll Support: We are asking not for an endorsement but rother 
validatioo !bat the President stepped up 10 Ihc plate, that our plan is serious, aud that 
Congress aud tho Presidenl should work together in a bipartisan spirit. 

30 Possible Letters: Kate believes we can gel 30 letters of general support from 
CEOs. Some top CEOs who look good for letters of general endorsemenl of the effort 
include Paul Allaire of Xerox, Bob Denham Solomon Brothers, Robert Eaton Chrysler, 
Alan Trottman, Ford, Steve Groen, Samonsonite, 1.. Desimone, 3M. 

To Do: Kate are plugging away and conlinuing tho calls. 

Go.ernment Relations Meeting: Representative from 20 top companies and 
conttactors are coming into the Roosevelt Room at 9:30. Alexis aud I will present, but 
we are hoping for a slop-by from Leon. 

Rub!n Lunch: Rubin bas a Thursday CEO luneb. If we can get enough letters, we 
may ho able to use Rubin's lunch as a platform to release the letters and have a few 
CEOs speak for. 

Robatyn Op-ed: Bob Rubin did call Felix Roh.tm and he was agreeable to writing 
an op-ed for us. Gene will follow-up today to make sur. he bas all of tho 
information. 

Greenspan: Bob Rubin did speak with him today as planned. Hope for the best. 

CED: Gene spoke with Van Ooms andhe was going to try to speak well of OUf 

numbers in a speeeb in New York today. He will also consider how members of CED 
could be supportive, though he felt official positions would be hard process-wise for 
him. 

Business Roundtable Strategy: We did well gelting the porus to speak there 
yesterday. This sbuuld holp. 

TO DO: Trade Groups: Alexis and Kate are still working On NA."1, BRT and other 
groups to see what we can get. 

2 




3. ECONOMIC FORECASI'ERS AND ECONOMISTS: 

PbUadelpbla Fed: Laura Tyson and Barry Toiv bave worked on a statement thai would go 
oul under Laura'. name lhat bigliligbls the S9 economists prediaion of 2.6% real growth and 
stressing that our numbers ate actually consetvative. ' 

Economists LeUer: Martin Bailey bas come up with a signif>eant list of economists 10 reach. 

Brad DeLong: I spoke with Brad, who just left Ihe Treasury Department to go to 
Berkeley, and he bas agreed to work from the outside to get a letter signed. We need 
to think further wbat Iype of product we would like produced. 

Calls: Martin and Joe will begin making call. and giving assignments to other 
economists within the Administration 

Regional Op-eds: We will try 10 pick oul good candidates for regional op-eds from 
economists. 

4. CONGRESSIONAL: We had a meeting with Susan Brophy, John Angell, Martba Foley, 
Jack Lew and myself to go over Congressional strategy. W. realized thai we had to step with 
care, but we started to take SOme of those steps. We think the key issue is the degree we are 
seen as have a Medicare letter or other vehicles that give them a context to feel we are 
figbting on the same side. . 

• Distribute CBO/OMB Materials: We finalized and sent to all Democratic 
members are talking points on the OMBICBO issue. 

• DPe Luncheon: We are going to have all of our materials for distribution at the 
DPC lunch. 

• Greenstein: Gene is caJUng Bob Greenstein t"o ask him to do a paper 00 Qur 
baseline, or to at least take an active role ~riefing with more liberal members. 

• Hill StalT Meetings: Pat, Susan and athe ... are in tbe middle of several discussions 
on how best to brief further On hath message and the OMBICBO issue. Scheduled are 
the following with more to come: 

Wednesday Morning: Budget Meeting at House: (Pat, Alice, Gene) 


Wednesday Afternoon 3:00 p.m., Senate Staffe ... 


Wednesday Luncheon: (pOSSible, Leon?) 


3 



5. HEALTH CARE: We need both a positive and defensive message here. 

BaseUne: W. bave come up with the list of key coonomlc validat"'" and will ask 
Bruce V1adek, Chris and otbers on the health car. toam to ensure that the koy health 
care validato," underlltand lbe HCF A numbers and will stand by them. 

Pasill•• Message: Donna bas asked her staff to come up with a positive ro1l-out 
strategy for her to streSS the Medicare differential. managed care and otber positive 
aspects of her health care plan. 

Groups: W. will meet with Marilyn Yeager today 'to organize this part more 
strategically. 

6. EDUCATION GRO~S: Kitty called. meeting with many of us in tbe White House. and 

Department of Education and Department of Labor to plan lbe Presidential Scholar event. 

This has now become the main vehicle for our education validation. 


Monday Letter: On Monday. 80 groups sent a leiter to the Hill asking the Republican 
leadership to work to make room for the type of education investment we called for. 

Wednesday Valldallon: On Wednesday. we are aiming to have the head of 15 top 
education groups do a slake-out and then have two of them go into the briefing ,oom 
with SccrelMy Riley and do • substantive briefrng of why the Republicans have an 
anti-education budget and that we have a pro-education budget. 

7. VALIDATION ASSIGNMENTS: As we are doing pundit assigmnents. We will also ask 
prople to re-call their validation calls to ensure they are completely up to speed on the 
OMB/CBO argument. 

4 




. .., , , 

• 
DEPARTMENT OF THE TREASURY 

WA9HINGTON,O.C, 

CLOSE HOLD 
ASSISTANT SECRETARY 

June 	23, 1995 

MEMORANDUM FOR 	 IlOIl RUllIN 

FRANK NEWMAN 

LARRY SUMMERS 

LAURA TYSON 

JOE STIGLITZ,\~ 

FROM: 	 Alicia Munnel~' 

SUBJECT: 	 Economic Effects of a Budget/Debt Trainwreck 

Attached is a memorandum from Treasury and CEA regarding'the •likelihood and potential economic impact of a trainwreck if 
budget and appropriation bills 'are not approved by ,the beginning 
of the fiscal year or gridlock develops over raising the debt 
ceiling. ' 

The main conclusions are: 

i. 	 A budget train wreck 'from -lack of agreement on 
appropriations bills could lead to a short government 
shutdown. 

ii. 	 If a trainwrecK on the appropriation bills shut down 
the government for one week, the direct mac~oeconomic 
impact would be small -- roughly -O~l percent lower GDP 
for two quarters. 

ii:L 	J.f financial markets lost confidence because of a 
trainwreck and interest'· rates rose significantly, 'the 
impact could be significantly larger -- as much as -0.5 
percent lower Gnp. for four quarters. 

iv. 	 A debt ceiling trainwreck almost certainly would not 
lead to default and is unlikely to lead to a government 
shutdown. in and of itself. Various means are ' 
available for postponing when the debt ceiling binds. . ' 

Attachment: , 
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CLOSEIIOLD 
ECONOMIC !Ml'LlCATIONS OF A BUDGET/DEBT TRAINWRECK 
June 21. 1995 
Office of the Assislan! Secretary for Economic Policy. U.S. Treasury 
Council of Economic Advisers 

l. 	This memo ex.mines the economic implications and likelihood of a "irainwreck" this fall 
if budget ""d appropriation bills are not approved by the beginning of the new fiscal year 
or if there is a gridlock on raising tbe debt ceiling. The main points of this analysis are: 

t. 	 A budget trninwreck from lack of agreement on appropriations bills could lead to a 
short government shutdown. 

ii. 	 A debt ceiling trninwreck .lmost ce11alnly would no! lead !o def.ul! and is unlikely 
to lead to a government shutdown, in and of itself. Various means are available 
for postponing when the debt ceiling binds. . 

Ill. 	 If a trainwrcck on the appropriation bills shut down the government for 1 week, the 
direct macroeconomic impact would be small, sbaving only about 0.1 percentage 
point off fourth.quaner growth in real GDP at an annual rate. 

lV. 	 If financial markets lost confidence because of a trainwreck and interest rateS rose 
significantly, the impact could be subslantially larger. In a truly worst case scenario 
in which long-bond raCes rose 50 basis points and stayed at that higher level, growth 
in real GDP at an annual rate could be held down by 0.5 percentage point in the 
fourth quaner of this year and next few quaners. If the in!erest rate jump were 
temporary, the impact on GDP growth would be much smaller. 

« 

, 
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civilian employees continue working and are ultiJruilely paid. Then a I-week 
shutdown would reduce nominal federal spending on compensation by $1.3 billion 
(=$90.0,75152). . 

With an impact multiplier of 1.5. this would reduce nominal GDP by $1.9 billion. 
In terms of real GDP, growth in Ih. foulth quaner would be held down by only 
about 0.1 perctmage point aJ an annual rate~ The economic impact on the 
Washington, DC area would be larger. (See the attached table for. dynamic 
macroeconomic effects.) 

• 

iii. A trainwreck could create turbulence in financial markets, perhaps reflecting 
uncertainty about future bond auctions and refundings or concern about the budget
baJance resolve of the government. In either case, a ru.nup in interest rates could 
result, reversing part of the 150 basis peint decline in the 10-year bond rate over the 
past six months. 

AS a worst case scenario, suppose there is a massive train wreck and rates shot up 
50 basis peints and remained at that elevated level. Then, apply the rule-of-thumb 
that a 10 basi, peint rise in long rates lowers real GD? by $5 billion. And, assume 
that the impact on the level of real GDP build, over one year. In this truly worst 
-case scenario, the interest rate runup would hold down real GDP growth by 
almost 0.5 percentage point in the founh quaner of this year ant! the folwwing 
few quanel'S. (See attached table for dynamic effects.) If the runup in interest 
ral;es was temporary rather than permanent, the impact would be much smaller and 
shoner liVed. 

• 

Tn this worst case scenario, the dollar would be subject to two opposing influences. 
Higher interest rates would pUl upward pressure on the dollar, while a loss in 
confidence in U.S. fiscal pelicy could pull the dollar downward. 

iv, Consumers and businesses might also lose confidence in the economy. although this 
irinuence is difficult to quantify and depends on other economic dev~lopments. 

.. 
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2. WHAT IS A TRAlNWRECK? 

Then:: are two trainwreck scenarios; under certain circumstances, both scenarios could be 
merged into one larger budgetl<lebt controversy. 

The Budget Trainwreck, This scenario Comes into play if the President and 
Congress fail to reach agreement on appropriation bills by October L If there is no 
Continuing Resolution. the government could be forced to .hut down, In the 1990 
budget crisis, the government shut down for a weekend, Correctly predicting the 
politics of Continuing Resolutions is difficult, but Congress is behind on the budget 
process and this could easUy spill over into October, 

The Debt Limit Trainwreck, This scenario comes into play if Congress fails to 
approve an increase in the debt limit or if Congress puts so many extra baggage 
cars on the debt limit train that the PteSident vetos the bill and Congress does not 
send up a new clean bill. The current debt limit is $4,9 trillion and estimates 
suggest that the debt limit train could crash in early fall, perhaps a little after the 
budget train, 

A debt ceiling trainwreck almost cerrainly would not lead to default and is unlikely 
to lead to a government shutdown, in and of itself, In the past, temporary increases 
in the debt limit have been approved (like a Continuing Resolution) and various 
trust funds have been tapped 10 avert default and shutdown. 

3. ECONOMIC IMPACT OF A TRAINVI'RECK 

Suppose a trainwreck on appropriations forces the government to shut down. Everyone 
consulted agreed that. 2-week shuldown is way beyond any reasonable upper limit for 
what oould happen, For this exercise. the calculation is done for a l4week shutdown, 
which can be grossed up easily by Ihe pessimists. 

The 	following are likely effects of a I-week shutdown, 

L 	 The ultimate level of most government spending would not be affected by a 

shutdown allhough the timing of the spending might be affected, 


ii. 	 A possible exception is the federal payrolL If government workers are sent homej 

it is possibJe that they would nOi be paid for those days; however, many government ... ' 
~::mplQyee5 are essential and would work even if there were a shutdown. 

Total federal civilian payroll was about $90 billion in 1995,' Suppose 25 perce~1 of 

lThis figure excludes postal workers. [neluding postal workers would boost the payroll 
number up to about $120 in 1995, 
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((~ I, ~ ~ -n., WUJ II. TRAIN\VRECK QUESTIONS: 

~-Icnt' I,'l~ TG)J7'1t
1. ,ARE WE HEADED FOR A TRAIN WRECK? 	 (. ~~ l.t 

A: 	 PNE, WE HAVE PUT OUT A COMMON GROUND "t~~:NCED BUDGET \IYIJ,..J.u.X. 
AND TAKEN MAJOR STEPS TO AVOID A TRAIN WRECK. We've reached .....V\ 
out to them with a sensible, common ground balanced budget proposal that protects A1.. _ 
education ru:1d Medicare beneficiaries, gives tax cuts to working families. \I.t..(,Jf 

QMV~~ _ 
TWO, I WANT AN HONEST AND OPEN DISCUSSION AND 1 AM 

DISAPPOINTED THAT SOME WANT TO FORCE CHOICE OF CRISIS OR -f"l< 

I<:XTRJ!:ME ems: We need an open discussion on these differences: but I am " ) . II 


very disappointed to hear some members of the Congressional majority expressing Ill> &unl.._ 

plans to put off everything .. including;loctr details of their Medicare cuts .. to tile -:~ 

last minute. ' 


-1\'i'......l-~ 
THREE, I WILL NOT ALLOW THE AMERICAN PEOPLE TO BE b. tJ<,...+o~ 

BLACKMAILED •• FORCED TO ACCEPT EXTREME CUTS OR 

FINANCIAL RISK, BUT I AM HOPEFUL THAT RESPONSIBLE HEADS 11.,~

WILL PREVAIL AND REALIZE THAT PATH IS UNWISE. I think it is wrong ~ 

to put the American peopJe in the position of facing either a Ust minute crisis or ~~ 


accepting extreme cuts in medicare and education, and I won't allow that. , ~/I.o"h 

2. 	 IF TlIERE IS A VETO, AND,WE NEED A CONTINUING RESOLUTION TO '.j.. 
KEEP THE GOVERNMENT GOING AND YOU ARE SENT A CR THAT .J. 
WIPES OUT A LOT OF PROGRAl"!S YOU BELIEVE IN, WOULD YOU BE ~ 
WILJLING TO VETO IT? ~ 

. 	 ~Im 
A: 	 Rathex than comment on such hypotheticals. I think all of uS in a position of 

responsibility should be doing our best to take action to get a balanced budget done ~ 
that works for working families. ~ 

(REST IS SAME AS ABOVE] 

3. 	 YOU ARE VETOING ALL 13 APPROPRIATIONS BILLS? IF YOU ARE, 
AREN'T YOU RESPO:>lSIBLE FOR A TRAIN WRECK? 

A: 	 No. I have put out a common ground balanced budget that works for working 
families. Their budget is extreme and misguided in making extreme cuts in 
education, training, the environment and other areas that are not necessary to balance .. 
the budget, I will veto things that are not good for working families. ' 

~~ese differences do not have to be • l'rnbl;>'lf they 

were working hard and not seeking to put things off until the last possible minute, 


r.l . 	 we could have the opportunity to work out our differences. 
'Y"" ..v 
~ ~o»-~~ \:. 

\!f\ -e:~ r ' ~). ~y
ii'F G.~ 
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4. 	 nOES THAT MEAN THAT YOU ARE WILLING TO SHUT-DOWN THE 

GOVERNMENT OR LET THE GOVERNMENT GO INTO DEFAULT IF 
YOU HAVE TO? AFTER ALL, OVER ISO MEMBERS ON THE HOUSE 
SIDE HAVE SAID THEY WILL NOT VOTE FOR A DEBT LIMIT 
[;",CREASE IF A SEVEN YEAR BALANCED BUDGET [S NOT PASSED? 

A: 	 Linkage is Reckless: Linking the acceptance of any budget -- particularly extreme 
Medh;are cutS -- to increasing the debt limit. is very irresponsible and I am hopeful 
that responsible members of the Congressional majority v.ri.H not want to use the debt 
limit as a form of blackmail on the American people. 

Responsible Heads will Prevail: So, rather than speculate on hypotheticals, let me 
just say that I hope that responsible members of Congress will not say that the only 
choice the American people have is to accept their way or face a very serious 
fmandaI situation 

5. 	 WHAT WOULD HAPPEN IF THE GOVERNMENT SHUTS DOWN OR IF 
THE GOVERNMENT WENT INTO DEFAULT? 

A: 	 Certainly, it would be irresponsible not to study every possible situation -- even ones 
that are unthinkable. Yet, I think the importlnt point is for all of us to understand 
that no onc does the American people a service when they use a budget strategy that 
tells the American people, you either accept our way or we will threaten to shut 
everything down. I 11m very disappointed that some in the Congressional majority 
consider using this threat as part of their strategy, 

6. 	 WHAT ABOUT A SUMMIT? 

A: 	 Have Put Down a Common Ground Balanced Budgct: Laid Dov.n A Balanced 
Budget that I believe could be a framework for agreement. I would like to take all 

• steps. needed .to sigu a common ground balanced budget. 

Must Ensure we Share Common Ground Basics Before Can Sit Down: Before 
we could talk about having a summit. however, I would have to ensure that we are 
on common ground. If the Republicans still want extreme cuts in Medicare. 
education, kids" and envIronmental protection to pay for tax breaks for the well~off! 
than I don't believe we share the common ground enough to have a meaningful 
prOCCS9. 

But my door will always be open to those wbo waut to find a common ground 
balanced budget that leaves the extremism on Medicare and education behind. 



" 
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7. 	 YOU MADE A MAJOR m:AL ABOUT THE IMPORTANCE OF 
BALANCING THE BUDGET IN 10 YEARS AS OPPOSED TO 7. YET, NOW 
WITH NO NEW POLICY CHANGES WE sunOENLY LEARN THAT YOUR 
PLAN DOES IT IN 9 YEARS. DOESN'T THIS SHOW THAT IT IS NOT 
SUCH A MAJOR DEAL TO GO TO 8 YEARS OR EVEN 7 VEARS? 

A. 	 Policy and Priorities Are tb. Key: We looked at what the best policy was for the 
American people, and chose a date •• 10 years •• that fit those policy goals. My 
balanced budget plan done in to years. allows us to completely prolect Medicare 
beneficiaries -- theirs cuts $5600 per couple over seven years); my 10 year balanced 
budg(~t allows us to increase education and training by $41 billion (theirs cuts by 
$36 billion), and my plan has less risk for the economy. 

10 YeaTS Still the lIest Policy: Because some in the Congressional majority do not 
share the desire to protect Medicare beneficiaries., or the environment or education, 
they may not care abeU! the downside of going too fast. J still believe a 10 year plan 

,1S vital to achieving those important priorities. The fact that it now shows we can 
get there in 9 years is a good ins\U'ance policy on getting to 10 years. 

i 
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BUDGET STRATEGY 

At several pOints over the coming weeks and months, we will 
have to make choices about whether, when, and how to engage in 
budget deliberations with the congress. We need to plan our 
strategy now to maXi~l~our chances for realizing our ultimate 
budgetary objectives we need to deoide firmly what these 
objectives are. 

A ~p'~~~~.l advisers has 
str and 

other 

Congres the 
can ctly how 

Rfid'...t", ns the 
are. 

In making our decisions, your advisers believe that it is 
useful to distinguish three separate stages in the budgetary 
process: 

Stage I--Tbe Present to the Passage of a Budget Resolution 

Stage 2--Passage of a Budget Resolution to RecOnciliation 

Stage 3--Reconcl1iation to a Compromise Deal or to Hitting 
the Debt Limit and Gridlock (mid-September to early October) 

STAGE ONE TNCTICS AND GOALS 

When Congress returns from the recess, debate will quickly 
turn to the budget resolution w1th the Senate likely to mover 

flrst~ aiming to complete action by Memorial Day. CUrrent 
indications are that Senator Domenici will push hard for a 
resolution that reaches a balanced budget by 2002. Whether this 
resolution will provide for a tax out is less clear l but recent 
statements by Senator Dole suggest pressure,to move in this 
direction. If we choose not to engage with the Senate in the 
development of its proposed budget resolution, there wouIQ be 
little reason to engage with the House, so our next pOint of 
entry into the budget deliberations in Stage One would be the 
budget conference, by which time the in! s tiona 0 
t ~senate would be k I~ is nQt clear when 
he budget conference will take place. but it could be as late as 

August. 

1 
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~ ke tactical ueation facin us in 5ta One is whether 
~~'-"should wait for the Con ress to ass a bud e resolution 

be e we be 1n to work with them to achieve a lid et com romise ~V\..\.tL..9 

-:w~e~~c~a~n~~v~e~W~i~t~h~.~Y~Oiu~r~a~d~V;i;s:e~r1s~h~a~v~e~i~d~e~n~tii~f~i~e~~s=everal,considerat that bear on this key decision. 

s'tre:tegi
.-AdJUildS't: 
·pIUpOaal.. Cles:I'J:" (the Re ublicen leadershi has decided that it 
ils in thelL inteIest to have us engage in the budget negotiations 
as early as possible. Their motivation is transparent: they do 

prefer to hang 

not want to bear sale responsibility for the tough--and 
politically unpopular--choices that are required to meet their 
Dromises of a balanced budget by 2002 and huae tax cuts. They 
would that albatross around our neck while they 

PROS OF FORCING REPUBLICANS TO PASS THEIR BUDGET RESOLUTION 
FIRST: ::, e:;;::1::~~:::~;lR"""~6--'~&RRe""..,;.·.. r,.e,...,s"'e,.I["lrOOlla"s..... ......" a.. aillCll'!:v~a[ln"t~a'!g;!1eesg-"tl"o,-."o ~.,. 

~ Cl o:~~~~~~~~~~~~~~~~~CLAltITY OF GOAL~ "'" 

Our budget laid out clear principles. Education was preserved. 
Tax cuts were targeted to the middle class and were not paid for 
by Medicare cuts or education. Medicare cuts outside of ~he " 
context of health care reform were shown 'to cleeor1y he h~ 

unaccePtabl~~ _ 

~@~~
~to~":..;!I~e~t:~.~E~n~t~e~:ring into negotiations wi. th 'them-before t:he..re is any ~ kQ.rL _ epublican budget would ten to blur all three of 

se goals. Once we agree to discuss edicare savings outside of 

~_ , ShOW: commitment 
y (not c ing 

f :the c tex 

a aa 

.,A)). ,rnJ 
Holding out Ql~jmake~ it easier to clarify o~als. 

http:V\..\.tL
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the context of health care reform, it ~1d ~e~mpeBSible
to communicate a budget strategy or communication strategy that 
we were opposed to using such Medicare cuts for tax cuts or 
outside or health care reform. Likewise, once we lla¥e entered 
into a discussion at the beginning that is clearly defined as 
paying f,or the Contract, hard' to set off a new focusit 4be 
that recognized the parallel impe tapee of education as the key 
to our economic future. ~ 

Indeed, t divergent forces in th' r party tha will make 
re difficul to create a udget, cou actually 

dvantage s1 e their di greements 11 make it rder to 
Republican sition th ughout the e tire negotl ion. 

Furtherm e, until Do and Gingr h call a pr B conferenc 
announcing that there t cut packa e is dead, w must assume 
that at lea $600 billio of the cu they will b calling fo 
in educaltion d Medicare w ld be unn essary if no for paying 
for thei.r tax c s. By corning 0 the taD with them p or to 
staking out a pos ion, we woul helpin to legitimiz $600 
billion of saving t t they could would u for Contrac tax 
cuts. 

2. LEVERAGE FOR POLICY VEMENT: The clarity of defining 
ourselves is more than a message issue. The degree we are able to 
stark our clear differences between the Clinton budget principles 
and the Contract, the greater the chance both of movement to our 
position. For example, the more clear that they are slashing 
Medicaro, the more they will be likely to find that they need to 
move into the context of reducing health care within the context 
of health care reform. The more they can blur the issue -- the 
more the issue is just the degree of Medicare savings or which 
specific cuts -- the less pressure they will have to move. 

3. SAVING THEM FROM SOLVING INTRA-REPUBLICAN CONFLICTS: There is 
a significant degree of intra-Republican conflict that has to be 
worked l:Jut before there could be further negotiation. Domenici 
wants to stress a seven year plan to balance the budget with 
everything else treated as secondary. Gramm, and increasingly 
Dole, a:re insisting on significant tax cuts. House Republican 
leadership and Gramm clearly want the full Contract package. 
Thurmond is calling for an additional $130 billion in military 
spending. The budgetary implications of how they resolve these 
intra-Republican is tremendous. Furthermore, as they try to find 
funds for their overambitious campaign promises, they will 
constantly fall into issues like they did on pensions, where a 
few Republican senators will go to great length to stop or 
moderate such cuts. Consider agriculture. Our job should be to 
define a clear Administration position, not save them from the 
burden of having to define a clear Republican position. 

3 
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CONS TO HOLDING OUT TO CONSIDER: 

1. STRONG CAMPAIGN ON ABDICATION ON DEFICIT: As long as we resist 
engaging in'budget negotiations, the RepUblioan leadership will 
orchestrate a strong and concerted attack on our alleged lack of 
leadership on the deficit. Because it is to their advantage to 
have uS involved in the negotiations before they have detailed a 
budget~ they will mount an extensive attack--wlth likely support 
from the elite media--on our fiscal irresponsibility. Indeed, the 
first salvos of this attack hsve already been launched--a call by 
Gingrioh for the President to come first with a balanced budget 
scenario; a sudden Republican concern about the solvency of the 
Medicare Trust Fund; and hearlngs" and other tactics to force us 
to make proposals for Medicare cuts they need to pay for their 
agenda. Many of your advisers anticipate that there will be 
explicit calls for a budget summit by the Republican leadership 
before the Congress has passed a budget resolution. 

,2. DEMOCRATS MAY WANT TO DEAL IN STAGE ONE: We will also be under 
intense pressure ·to negotiate during Stage One'from many moderate 
Senate Democrats. especially those who yOted for the balanced 
budget amendment. and those, like conrad and Dorgan. who voted 
against ~t but want to support a budget resQlution that reaches 
balance~ 

If we fail to negotiate during this Stage, it is possible, 
although not very likely, that the moderate Senate Democrats will 
fashion a compromise with the Republican leadership that will 
render us irrelevant and that will make it impossible for us to 
fashion a Democratio alternative that we prefer. The danger of 
such a compromise would be greatly intensified if the Senate 
Republican leadership decides to adopt only modest tax cuts or 
decides to eschew them altogether. In such an eventuality, the 
pressure on us to enter the negotiations from Senate Democrats 
would become even greater. 

3. LONGER TIMB PERCEIVED AS NOT ACTING ON THE DEFICIT: The longer 
we refuse to cOQperate, ·the greater the danger that we appear as 
defenders of the status guo aod that our criticism of Republican 
orooosals rules out middle ground that m~Qht otherwise be a basis 
of consensus later in the year. 

As long as we refuse to negotiate, we will be engaged in a 
heated public campaign to criticize the Republican proposals.
For example, we may rightly wish to criticize them for huge and 
painful c:uts in Medicare to pay for tax breaks for the wealthy. 
But the more detailed and affectivs' such an assault, the more 
difficulty we will have fashioning a meaningful health care 
reform that yieldS credible amoUnts of additional deficit 
reduction over the next five years. 
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RECOMMEmlATION: After taking all of these considerations into 
account. your advisers believe that we should refuse to engage in 
budget dl:!liberatlons with the congress until after a budget 
resoluticm has been passed. We' believe that this apprQach will 
give us both a message adV"antage and a real advantage. On the 
message lslde. if the Republican are forced to shape a budget 
resoluti!:m on their own. it will define them and provide a olear
cut standard by which we can attack them and distinguish 
ourselvel; in the future. And our 9OPDS!tiOD to their budget 
prioritil3's will provide a clear signal of what we stand for and 
what we .are willing to fight for. On the real side, the battle 
among thj~ Republicans to fashion their own budget compromise is 
lik§!ily 1:12 be a bloody one...-w1th fights between Gramm and Dole and 
fights bI~tween the House and Senate Republicans that will weaken 
their un:Lty and maximize our leverage if and when we-dO enter the 
budget m::~gotiations to try to fashion a workable compromise .. 

There 19 no proof that the public -- when informed of what 
serious d_eficit reduciton means -- wil.l. actualoloy support it. This 
leads to the danger that we enter into the fray early, get tagged 
with the negat1ves of trying to come up with the specifics to pay 
for thei:L ambitious agenda, and have the whole deal fail," 

Finally, it 1s cl.ear that their main message to the American 
peopl.e in the coming year will be the a false one: trust. The 
fact is -that the "contract" that they run on costs far more than 
they hav'9 ever informed the American peop.le and is far more 
unfair t,:. the middle class and elderly, than they informed. 
Because -they cannot meet their side of the bargain, they now want 
to use ~~rats to help them. If we do, we will hand them a 
trust issue they have not earned* 

It is important to emphasize that the non-enaaaement 
strateqJ:. recommended here is supported by all of your advisers, 
regardless of differences among them on the advisability of 
pursuing a gr~d~QCk strategy 1n Stages 2 or 3£ and regardless of 
differeD=es among them about what our ult~mate,budgetary 
objectives should be. 

There are three approaches that your economic and political 
advisors sees that you can take that are consistent with a non
engagement strategy during Stage One. 

l~ Establish that You wilo! Work with Senate Democrats in stage 
Two or Stage Three: One approach would be to make clear to 
moderate Democrats that once the Republicans have passed their 
budget resolution, we would work on an alternative that would 
balance the budget with the OMS baseline. This would have the 
advantage of being able to cOnvince moderate Democrats to hold 
the line, and it would significantly blunt their offensive on the 
deficit hy making the i-ssue of when not whether. There are two 

5 
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major downsides .. One. it defines the playing field 8s being in 
the~r stadium~ We will b~ saying the deficIt reduction -- as 
opposed to education, health care and tax fairness -- is the 
fundamental issue. Since deficit reduction is often interpreted 
by the public as being more anti-government, it may be field 
where we can moderate their attacks but not ultimately win on. 

2. Take An Aggressive Working Family and Education Agenda and De
emphasize Deficit Reduction. Your advisors who take this view, 
strongly"believe that our constant emphasis on deficit reduction, 
one, spreads the view that we have not made significant progress 
on the deficit, and two, is fundamentally .the wrong playing 
field. They believe that you must unabashedly make clear that tax 
fairness, education and health care (outside of health care 
savings) is the playing field that you can win on -- and that 
they will always come up short with. 

3. Establish Principles for Going Forward: Many of your advisors 
believe that the best posture for you to be at is to establish 
clear affirmative principles that are your pre-oonditions for 
coming to the table for more deficit reduction. First, we can 
negate the campaign on abdication by using the period to clarify 
what out' principles are for negotiation and additional defioit 
reduction.. 

For example, we could state clearly that we are willing to 
negotiat:e. but only if the Republicans disavow Medioare cuts and 
cuts in education and children's programs to pay for generous tax 
cuts primarily for the wealthy. This strategy would ,lessen their 
offensive, because rather than be in the pOsition of being 
against more deficit reduction, we would be defining our positive 
principl.es for moving forward on more deficit reduction. By 
laying out such principles we would altar the framework from more 
or less deficit reduction to education, health oare and fa~r tax 
cuts as preconditions to moving forward. specifioally, we could 
signal that we are willing to negotiate on a health care reform 
that achieves meaningful deficit reduction along with some 
increases (or certainly no decreases) in coverage. Also, we could 
stress that until Dole and Gingrich renounced the Contract tax 
cuts that the first $600 billion in Medicare and Educaticncuts 
would be unnecessary if they were not paying for their tax cuts~ 

Those principles would give us grounds for not engaging 
further, while also being broad enough that they do not preclude 
further deficit efforts in Stage Two or Stage Three. We might 
even use this period of non-engagement on the budget to challenge 
the Republicans to engage with us on related but separable 
issues, like welfare reform, narrowly rather than broadly 
defined. 

t," 
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2. C:onfer with Moderate Senate Democrats: Second, we suggest 
that you talk to the moderate Senate Democrats to try to win 
their support for this strategy. We believe that they, like us, 
will gain both message and real advantages from such a strategy, 
and we m~ed to try to convince them that this is the case. This 
will not be easy; and it will probably require ·that we s1gnal 
that we are willing to work with them to fashion a budget 
compromise that achieves considerably more deficit reduction than 
that embodied in our current budget proposal. 

Clearly. both of these tactics require firm strateaic 
discipline. We will need to keep constantly in mind our ultimate 
budgetary goals and priorities. In addition. we must have our 
endgame clearly in view so that we have the flexibility to switch 
to an engagement strategy at the appropriate moment should Stage 
One on for an inordinate f-time. 

Your advisers are currently evaluating several alternative 
endgame strategies, including at one extreme the strategy of ~ 
sticking with our current budget proposal through Stage Three an~ 
risking the likelihood of gridlock and temporary shutdown of 
government activities; and at the other extreme the strategy of 
offering a budget compromise that embodies meaningful health care 
reform but nonetheless contains significant cuts in Medicare and 
alances the budget over ten years rather than seven. Some of 

your adv:Lsers are also interested in a cut-and-invest strategy of 
sort proposed by Rob Shapiro. _____ ~ 

In order to develop our budgetary tactics for Stage One as 
11 as for the Staaes that follow. we need to work with you to 

develop (lUr detailed endgame objectives as soon as. possible. We 
regard i"l:: as essential that the disparate steps along the way fit 
coherently into the larger picture, and that our tactical and 
strategic:: aims mutually reinforce one another. 

7 
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July 13, 1995 

MEMORANDUM TO ERSKINE BOWLES 

FROM: Gene Sperling 
Chris Jennings 
Jennifer Klein 

SUBJECL: Potential Short-Tenn Presidential Health Care Events and Messages 

The NECIDPC health care working group continues to coordinate Medicare, Medicaid 
and health care reform activities in the overall budget debate. The working group indudes 
representatives from LegIslative Affairs. Intergovernmental Affairs. Public Liaison, Cabinet 
Affairs and Communications within the White House as well us the Departments of Health 
and Human Services, Labor and Treasury. 

We have been working on a three par£ strategy, First. to respond to attacks about the 
use of the Administration baseline instead of the Congressional Budget Office baseline. we 
began by generating support for our numbers from outside eean'ornie experts. Second. going 
fOf'Vllard we will need to draw clear distinctions between our p~oposal and the Republican 
proposal by emphasizing: (1) the magnitude of the Republican Medicare and Medicaid cuts: 
(2) that ollr proposal includes no new costs for Medicare beneficiaries: and (3) that our 
Medicaid proposal protects coverage while the Republican block grant proposal vfOuld mean 
dramatic cuts in coverage. Third. we will promote the health care reform package that we 
included in our budget We have auached materials that have been distributed on the hill. to 
sUPPorli ve groups and to the press. 

In this memo, we outline message ideas and possible events for the next several 
weeks. Major upcoming events include the 30th anniversary of the enactment of rVledicare 
and Medicaid and the National Governors' Association meeting. In addition to the speci!k 
events listed below. we could schedule exclusive press interviews. confcren<:c calls with 
Governors, meetings with seniors on the importance of these programs and the impact of the 
proposed cuts, large briefings for health care groups ",.ith POTUS drop-by, tarmae greetings 
in targeted districts. and small private meetings with, for example, the presidents of academic 
health centers or large public hospitals. 
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Week or July 	10 

Message: 	 The Clinton Administration is working to improve and reform Medicare and 
Medicaid while the Republicans are des/roping these programs, 

Administratioo Actjvjty 

Events: 	 Tuesday, July 11 ~~ "Reinventing Health Care Regulation" Event with the Vice 
President, the First Lady and Secretary Shalala highlighting regulatory changes 
that will make the programs more efficient and less burdensome on health care 
providers, 

~ 	 Advocacy Groups: Budget briefing tor health care provider advocacy 
groups, Private meeting with the First Lady and Secretary ShaJ.la for 
heads of national groups on proposed regulatory changes und budget 
strategy, 

• 	 Media: Press briefing following event at HHS. Regional press with 
doctors and other bealth professionals. Distributed latest charts, state by 
state breakouts and talking points on impact of Republic<ln cuts and 
description of our proposals. 

• Hill: 	 Brielings on proposed regulatOry refonns. 

Work being done: Analysis of impact of voucher proposals being completed (e,g., charts 
demonstrating how much more seniors will pay to keep what they have today); 
planning possible Medicare/Medicaid annivcrsary event: coordinating with 
Democratic governors' staffs to develop alternative Medicaid proposals that are 
consistent with tbe President's budget proposal. 

CQn~ressiQnill Activity 

Meetings:: 	 Working meeting with "Ways and Means Group" (a group of Democrats 
looking at the impact of Republican Medicare cuts and Democrntic strategy), 

Hearings: 	 Medicaid hearing at House Commerce Committee (Administration testimony on 
importance of prot<x:ling coverage); Medicare Managed Care hearing m House 
Commerce Committee (Administration testimony on preserving choice for 
Medicare beneliciaries l,;ootrasted with voucher proposals that would force 
beneflcial"les into managed care): Medicaid State Flexibility bearing at Senate 
F' 'C '(Ad"" " , 0<)0?)mance ommlttee mmlS!nlilOn testimony on .... " .. ;" 
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Week of July 17 

/viessage: 	 Republican Medicare voucher proposals mean that beneficiaries wilJ pay more 
10 keep what they have or will be forced into managed care, 

Events: 	 Several hearings will be held next week on Medicare. The House Commerce 
Committee is holding a hearing on "Restructuring MedicareH and the House 
Ways and Means Committee is holding 'One on ;"1edicare in the President's 
budget. We can use both of these to deliver our message that under 
Repubiicllll voucher proposals elderly Americans \-,,<,ill pay more to keep what 
they have today or will be forced into managed care. 

We can coordinate with senior and health care advocacy groups that oppose 
vouchers to hold public events on the hill during these hearings, 'We can also 
attempt to get health care economists and other experts to write op eds . 
opposing vouchers. ' 

Week of .July 	24 

Message: 	 We need to presei'ving and improve Medicare 30 years taler, nol Ie.! 
Republicans destroy it, 

Events: 	 The focus of this v.reck should be the 30th anniversary of Medicare. The 
President could participate in the event being planned by Gephardt tn 
[ndependence on Sunday, July 30 (the date of the signing) either in person or 
by satellite book~up from Washington. 

If that is not possible. the President could participate in the July 25 event being 
held by Congressional Democrats and ::--l'CSC (???). 111 addition. the President 
could deliver his July 30 radio address to an nudience of seniors and could tatk 
about the importance of both Medicare and Medieaid for elderly Americans 
and draw sharp contrasts between Republican cuts and our proposal. 

We can aiso use the Democratic :v1ayors Event (July 26), the NACO 
. Conference (July 21 ~2S) Or the NCSL .Conference (July 23~28) to. deliver our 
message. 

In any case, we COUld involve the Cabinet. develop a press s.trategy, and 
coordinate with advocacy ~roups, ~nany of whom are planning events to 
commemorate the anniversary. 
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Week of July 31 

Message: The Republican Medicare and Medicaid cuts will have a devastating impact on 
states. 

Events: The President can use his speech to the National Governors Association 
Conference to talk about the impact of these cuts on states. At the same time. 
we could do regional media on state-by-state breakout of impacts. cd board 
calls, conference calls or town hall type meetings with beneficiaries who 
depend on these programs. We could send members of the Cabinet to targeted 
districts during this week to focus attention on the impact of these cuts "back 
home." 

4 
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THE: WHITE HOUSE 

WASHINGTON 

July 21. 1995 

MEMORANDUM FOR THE PRESIDENT 

FROM: LAURA D. TYSO~--:0. '\"~ 
RE: MONDAY'S BUDGET SPEECH AND OUR BUDGET CAMPAlGN 

As you know. the White House Working Group to promote the Clinton Budget is now 
up and running. Both the members of the Working Group and the principals. who comprise 
the NEC Budget Strategy Group and advise the Working Group. agree that you should give a 
speech on Monday. July 24, 1995 to re-intrnduce your balllnced budget plan to the American 
peOple and to kick off our concerted campaign to promote it around the country. 

The principaJs of the NEC Budget Strategy Group believe that this campaign is of 
critical importance because it is our only real source of leverage to realize an ultimate budget 
deal which reflects your priorities and which can be used to deflDe the Clinton economic 
vision during the 1996 election year. We must make the case for our budget consistently. 
forcefully and clearly to the American voters during the next rew weeks so that they strongly 
prefer it to the Republican alternative, Their active support is essential if we are to succeed in 
reaHzing a compromise we can accept sometime during the fall. 

Many of the NEe principals also believe that we must find opportunities to express 
our concern about a likely budgetary train wreck this fall. One possibility would be to voice 
such concern in yOUT Monday speech.- The press cllI'fintly seems qUite interested in the train 
wreck story. and your speech could key into this interest with. multi-part message: "r am 
concerned and disappointed that the Congress is far behind schedule on the reconciliation 
process; [ exhort them to accelerate the pace of their work, so that the American people have 
time to understand and evaluate the profound budgetary choices confronting them: I am 
prepared to do everything I can to avoid a train wreck; But I will not sacrifice my priorities 
and vision to do so; and I will not allow the American people to be blackmailed into 
accepting huge cuts in Medicare. education and training and a huge tax cut for tbe wealthy." 

Several of your advisers beHeve that,a strong message along these lines will increase 
. our leverage to avoid a train wreck both by alerting the American people to the budgetary 
game of chicken which some RepUblicans wish to play and by indicating to the Congress that 
you will not blink in such a game. Right now many of your advisers fear that Congressional 
Republicans do not take our veto threats seriously because they believe that we have more to 



lose by a prolonged budgetary crisis than they do. We may be able to increase their losses 
from such a crisis by beginning now to identify them as the culprits should it occur. Such a 
strategy could also help inoculate us against culpability in the event of a crisis. 

Finally, your NEe principal advisers believe that your Monday speech oli the budget. 
should serve as the defining SllItement of your budgetary vision and priorities during the 
coming months. TItis in turn implies that the speecb articulate how your plan to balance the 
budget fits into your overall economic strategy for restoring the American dream. As all of 
us bave repeatedly argued, balllllCing the budget is not the ultimate end of economic policy. 
as the Republicans argue--rather it is a means to the end of rising incomes and prosperity for 
all Americans. . 
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THE WHITE HOUSE 

WASHINGTON 

August 9, 1995 

.

MEMORANDUM FOR THE PRESIDENT 

FROM: 	 LAURA TYSON9[. 

:g~,~8it 
SUBJECf: 	 BUDGET "END GAME" STRATEGY 

The NEC has reviewed the procedural and substantive issues that are likely to 
arise in the fall as part of the budget "end game.' You are scheduled to meet with 
this group soon. The purposes of this meeting will be (1) to provide you with an 
overview of these issues; (2) to seek your general guidance for our continued 
efforts through August and early September; and (3) to arrive at a decision on how to 
proceed on the immediate question of guidance to agencies on RIFs, 

• Calendar 

Attached is a calendar which outlines the sequence of events that is likely in 
the fall. The most important highlights are as follows: 

September: 

A positioning period. The Congress will be considering both the 
appropriations bills and reconciliation. We will draw a dear distinction 
between the responsible and flexible balanced budget that you have proposed. 
and the extrel1USt budget being prepared by the Congress. 

September 5 	 Congress returns and is likely to begin approving 
conference reports on individual appropriations bills. Veto 
decisions are likely as early as September 8, when the 
Legislative Branch conference report is expected to arrive, 
followed by Treasury/Post>l and Energy/Water. 

:":'" 

September 22 	 Deadline for congressional committees to complete their . It 
work on reconciliation including Medicare and Medicaid 
cuts and farm cuts. \~e do not expect Congress to meet 

• 	
this deadline . 
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• 
September 30 End of the fi&al year and deadline for action on at least a 

first continuing resolution to avoid a shutdown of 
departments for which FY 1996 appropriations heve not 
been signed into law. 

October: .. , 

This month will involve a series of confrontations. We anticipate more than 
one continuing resolution face-off and, perhaps, a completed reconciliation bill 
later in the month. At the same time, the agencies will have to begin RIF 
actions. It is quite possible that there will be at least one brief governmental 
shutdown during this month. 

Early October 	 First continuing resolution decision. If no continuing 
resolution is in place on October 1, government would 
shut down. However, because in all likelihood, the 
Congress will not have completed the reconciliation bill. 
we believe that they wiU agree to a straight-forward 
continuing resolution lasting only until Congress expects to 
complete reconciliation. 

• 
Late October Unacceptable conference report on reconciliation could 

be completed. probably negotiations on a second 
continuing resolution, perhaps a broader shut down 
confrontation. (These issues will extend into Novembar.) 

November: 

November 15 	 Potential debt ceiling crisis as $25B interest payment is 
due. 

De<.:isions and Activities through September 1 

There are several areas where early decisions and contingency planning are 
necessary. In particular, the question of reductions in force (RIFs) 01 federal workers 
is an immediate decision, as is planning for potential government shutdov,,'n.5. 

• 	 RIFs -- RIFs will be needed for agencies that must bring their FY 1996 
spending down below FY 1995 appropriated levels. Because of notice 
requirements. in order for RIFs to be implemented early in the fiscal 
year, decisions must be made now regarding guidance that should be 
given to the agencies, You have a memo from Alice Rivlin which 
reflects the options which the NEC has identified, and seeks your 

• 

decision. 
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• 
, Shut-downs - The Department of Justice will revise its legal guidance 

concerning shut-down situations to reflect legislation enacted in 1991 
limiting the activities that can continue during a shut-down to those that 
involve an "imminent" risk to health or property. 'This revised opinion 
is due by August 15 and agencies will be expected to submit revised 
shutdown plans to OMB by September 5. Attached is an outline of 
what a shutdown might entail. . 

Major Issues to be Decided After September 1 

After Congress returns, there will be a series of major decisions on both stop
gap measures to deal with potential lapses of funding and on permanent measures 
for both appropriations bills and reconciliation. 

Continuing Resolutions 

Beginning on September 30, there is likely to be a need for a series of short 
term continuing resolutions until Congress and the Administration reach agreement 
on a final budget compromise, which is unlikely to occur until much later in the fall. 

• 
• At the beginning. there is the expectation that Congress will be 

relatively willing to provide short term CRs, though there is likely to be 
a negotiation even on fldeanu CRs (ones without riders) about how to 
handle programs that the Congress wants to eliminate in the regular 
appropriations bills and how long each CR should last. 

• 	 Since action on reconciliation is not expected to be complete until late 
October or early November. this initial CR stage, which might involve 
multiple short-term CRs, is likely to last through mid-November. As 
the debate over reconciliation advances. there will be growing pressure 
within the Republican ranks to present CRs with unacceptable riders 
and funding levels. Congress could also propose a CR that would 
expire at about the time the debt limit is due to be reached if they want 
to put maximum pressure on us. 

• 	 While there may be a day or two when there is a lapse in funding 
during the early period, the risk of medium to long term shut-downs is 
greatest in November; and this risk may be accompanied by the even 
greater risk of default if CongreSS'fails to extend the debt limit. 

," 
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• 	 There are no set rules regarding the content or the timing of continuing 
resolutions. The best CR from our point of view would be a clean CR 
without riders, which extends current funding levels without resolving 
pending policy fights one way or the other. To be prepared either to 
take the iultiative or respond to alternative congressional proposals, we 
are exploring the impact on key programs of a variety of possible 
approaches. and will be prepared ro review these with you in'early 
September. 

Appropriations Bills 

Our strategy on appropriations bills has been to insist on the need to increase 
the size of the pot in order to meet necessary priorities. 

• 	 The difference between our budget and the aliocations in the 
Congressional budget resolution are so great, thst it will be a Significant 
victory if we achieve 1995 funding levels on our key investments. 

• 
• Unless there is a Significant shift of resources from defense to non

defense, the only way to accommodate minimal level funding of many 
key programs is to increase the total aliocation to discretionary 
spending. This issue will not be resolved until there is a negotiated 
reconciliation agreement . 

• 	 A compromise is not likely to permit even level funding of all priorities, 
and even if we win a partial resroration, we will need to make difficult 
choices among our investment priorities and some non~investment areas 
where deep cuts are expected. 

• 	 Individual appropriations bills will be presented for signature or veto 
prior to September 30 and during the period thst a CR is in effect. 
Unless you choose to vero all of the bills to highlight the need to 
increase the total allocation for domestic programs, it will be necessary 
to make bill by bill decisions. 

While the Senate is making progress removing riders and providing at 
least modest funding for investment priorities, conference reports on 
Labor/HHS/Education and VA/HUD, which indudes EPA and 
National Service, are still likely to be unacceptable, and both Defense 
and Military Construction are likely to be significantly above DoDs 
request. 	 ;.. 
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• 
• The most difficult decisions will come on the bills that are acceptable or 

dose to acceptable, where particularly in the Senate, Democrats have 
worked to improve the bills to make them signable. 

Reconciliation 

Congress will WTap together a large number of controversial issues.~ We must 
expect that the first round of reconciliation will be very confrontational if Congress is 
able to pass a hill. Indeed, it is not likely that the Republicans could pass a 
reconciliation bill that you could sign without first forcing a veto. 

Medicare and Medicaid will be the most public battleground, and political 
pressures are also likely to moderate congressional action in areas such as farm 
subsidies and federal retirement. But other low income programs, which are less 
popular politically, will face a major assault The EITC is particUlarly vulnerable in 
this regard. 

• 	 The Republicans may try to shift cuts from Medicare to Medicaid. We 
need to work hard to arouse opposition to this. 

• 
• Medicare will be the highest profile issue in reconciliation. It is possible 

that our attacks will break Republican unity and move them more 
rapidly to a position closer to ours, which is the most likely final result. 
However I this is not likely to occur before a significant test of wills 
surrounding the lirst reconciliation bill. 

• 	 Low income programs including AFDC, ElTC, and Food Stamps will 
lace severe cuts in the Republkan reconciliation bill. The magnitude of 
the likely cuts is so great that even splitting the difference between our 
budget and the congreSSional budget resolution will result in very 
painful cuts. We will have to negotiate on trade-offs among these 
programs and on overall funding levels that are necessary. 

Taxes 

The tax package will be subject to two broad kinds of pressures 

• 	 A vocal brrouP in Congress is opposed to any tax reductions. As the 
programmatic trade-offs become more difficult and as compromises are 
reached in our direction, this grOUp will be arguing even more for 
reductions in the size of a tax cut. Iii 
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• 
• Our tax priorities - the education incentives and more care£ul targeting 

- are very different from the Republican approach of the child credit 
and IRA expansion. Therefore, within any tax package there will be 
trade-offs on the composition. 

Debt Limit Extension .. 
According to the best estimates of the Treasury, the cunent debt limit of $4.9 

trillion will be reached in late October. If an increase in the limit is not passed in 
October. it will be extremely difficult to make the 3rd of November Social Security 
benefit payments. In that case, we may be forced to disinvest part of the Social 
Security TrJSt Fund which would generate great public concern. If the impasse were 
to continue, the US Government could be forced to default on its $25 billion interest 
payment due November 15. There may be further extreme measures avallable to 
avoid a default on US Treasury securities, however, these actions will require further 
research and judgement. 

Default would be an unprecedented step; the US Government has never 
defaulted in its history. It could have significant short-run and long-run 
consequences for domestic and globallinancial markets and on the interest rate on 
future government debt. . 

• The Congress could exercise maximum pressure on us by presenting us with 
an unacceptable reconciliation bill and debt limit increase very close to the time the 
debt limit would be reached. A large number of Republican members of the House 
have signed a letter endorSing such a strategy. If we veto the bill and the veto is 
sustained, the responsibility will rest with the Congress to vote to increase the debt 
limit in the absence of a reconciliation agreement. Many members of the Congress, 
especially the Republican freshmen. do not yet seem to understand the momentous 
nature of the debt limit and may be willing to act irresponsibly .. 

The Adritinistration will continue to exhort the Congress to behave responsibly 
and pass a clear debt limit extension as soon as possible. As autumn nears, we will 
need to inc~e our pressure on the Congress to pass such an increase and avoid a 
default, enlisting Alan Greenspan and leaders in domestic and global financial 
markets to make the case. 

,. 
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• 
Message 

The debate of the next few months over these budget issues will be one of the 
central confrontations of your Presidency and will go far toward defining the main 
themes of the election. We have made marked progress since your balanced budget 
proposal in May. But continued success through the fall will require a dis<;iplined 
and coordinated effort throughout the Administration to make the foIlowmg four 

. points: 

• 	 Medicare • The point of attack for the next several weeks will be to draw a 
bright line between their Medicare proposals and ours. This is clearly the 
issue on which the Republicans are the most vulnerable; about which the 
public is the most concerned; and which we can make the most widely 
understood. 

• 

• Broader Programmatic and Government Philosophy· But beyond Our 
Medicare arguments, and any specific program argument, we should express a 
broader philosophy and set of beliefs. Improving the lives of middle<lass 
Americans, preparing the country for the future, building a government 
appropriate to the 21st century are all inaportant themes which describe our 
objectives and the basis on which we wage the debate this fall. The inevitable 
sharp debates 01 the fall provide an inaportant opportunity clearly 10 define 
how we differ from the Republicans. 

• 	 Common Ground versus Extremism - The Republieans are increasingly 
vulnerable on this point and will continue to be. Their balance budget 
combines both an explicit fiscal agenda and an unstated agenda that has 
fundamental and radical effects on the nature of the country, the role 01 
gov~.mment and the distribution of incomes. Your balanced budget solves the 
fiscal problem and establishes a practical common ground for dealing with the 
problems 01 the future. We cannot let them out of the comer into which they 
haVE! painted themselves over the last several months. 

• 	 RecJdessness ~ The impending confrontations are unnecessary. In order to 
pursue an extreme agenda, the Republicans are willing to put the country and 
the government through the turmoil and cost 01 shut-downs; and perhaps 
even to play chicken with the debt limit and default. You will not allow them 
to accomplish their extreme agenda, but you are concerned that a large 
number 01 them do not understand the consequences of their recklessness. 

-"r.

Your message and political strategy for the fall is being developed now. The one '" 
additional recommendation we make is that you deliver a speech in early to mid~ 
September establishing the rationale for your vetoes and warning the nation about 

• 
the consequenCes of the reckless confrontation the opposition is forcing. 
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August 4, 1995 

MEMORANDUM 

TO: Erskine Bowles 
Harold Ickes 

FROM: MArcia Hal~ 
Kevin O'Keefe 
Emily Bromberg 

SUBmCT: Budget Strategy 

Th. debate on the Budget offers us an opportunily to fa ntion on the impact of 
the budget cuts at the local level. For several weeks, we n talking internally about 
producing numbers that show the impact of the budget Cily-by-Cily. In addition, both the 
Vice President, while talking to the mayors in Austin, and the Chief of Staff, while talking to 
the mayors at the White House, promised city impact numbers. Intergovernmental Affairs 
has met with many mayors over the last month and it is clear that mayors want these numbers 
and will hold public events around them. 

A group has been formed to look at the kinds of numbers that can b. both reasonably 
produced by OMB and useful to mayors, For this group to be effective~ we need to decide on 
our goal. Is it to influence the Congressional budget process, to win the budget battl~ or to 
begin to communicate our priorities going into 19961 We suggest that the determination of 
the goal IS critical to our message, We cannot lead the Democratic elec:ted officials into a 
partisan and provocative message, and then accept a compromise which leaves them exposed., 
If our goal is to influence the process and attempt to negotiate a deal, then our message 
should be bi.partisan and moderate with an inclusive outreach. If our goal is to accept that 
we will lack the votes necessary to impact the final budget substantially> then our message 
should be partisan and provocative and our outreach will be targeted to 1996 target states and 
groups. If our goal is to win the budget battle, then we need to develop a less vituperative 
message and reach out to those in the GOP who would be the most responsive to our 
message. 

On.. the City-by-Cily analysis is ready, we suggest planning the release around the Mayors 
meeting in Seattle at the end of August. If we, have sufficient lead time .. we suggest the 
following: ;. 

• 	 A coordinated press conference with mayors and county executives in every major city 
on the same day during the week: after the Mayor's meeting in Seattle. The message is 
the local imp.ct of the GOP budget 



~ Two coordinated press conferences one week later. One by the statewide elected 
officials in the largest media market in the state and on. by the legislative leadership 
at the state capitol, both on the sam. day. Th. message is the statewide impact of the 
GOP budget. 

• M"yors will meet with the mlliar Ed boards (New York, Los Angele., and Chicago) 
and hold a press confere,!ce at the National Press Club in mid.SeptembeL

• We would work with Public Liaison to include effected interest groups (seniQrs etc.) in 
these press·conferences, 

If you agree with this strategy, we need your assistance in encouraging OMB to produce the 
numbers and then w. will work with the mayors and the elected officials to ""complish th. 
press conferences. 
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UNITED STATES DEPARTMENT OF EDUCATION 

O~CEOrTHBSECRETARY 

August 9, 1995 

MEMORANDUM TO NESPERUNG 

~ 
FROM: SLIE T, THORNTON 

SUBJECT: 

I have preliminarily vetted the issue you raised with me late tod.y, The following 
might be relevant to your analysis: 

Title I Grants provide supplemental financial assistance to almost all 15,000 
school districts in the country (53,aOO schools), While the money does pass 
through the State, the allocation is strictly bX formula, Thu" the funds 
essentially go right to the school districts, Within the di'tricts, funds go to 
,ehools with the highest proportions of children from low-income f.milies . 

• Proposed cuts (average 17%) will deprive an estimated 1,1 million at-risk 
children of needed special services, Some of the worst scenarios, .i.f." most 
harmful impact' 01 these cuts are in areas of particular interest to us like 
Milwaukee, WisconSin, and Worcester, Massachusetts (s.f!e. attached), 

The Department's Tille' program office has already distributed to all , 5,000 
school districts the state-by-state and county-by-county analysis of proposed 
cuts. 

The Department is equipped, and lhe Secretary likely inclined, to provide 
the information we discussed to all 15,000 school districts. It could be a 

" natural follow-up to the outreach done and materials sent by our Title I 
program office. In addition, a number of our policy folks think it is a good 
Idea, 

While I have not vetted the idea with regard to Safe and Drug Free Schools, 
I am happy to. 

• 
Memorandum to Ciene Sperling ~,_..w 
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• 	 TITlE I GRANTS TO LOCAL EOue 

1995 Appropriation! $1,69804 million 

j S9G Bequost! $7,OOO.Q mlllio" 

199Ji Hoy" Approprl,.tioDs <;QmmlUe; prpRo...I! $5,555.0 millloD 

Pr,ogrnrn p!!mose 

Tille I Granl$ 10 LEAs provide supplemental financial assistance to almost all school 
districts in the country, and to about 53.000 schools, especially In high-poverty 
areas. Funds help improve the teaching and lesrning of at-risk children to enable 
them to master chaUenglng curriculum and learn to high academic &tal)dard6 
expected of all children. Federal formula "lnds ara allocated to States, which 
suballocate funtls to school districts. Within dismcts. funds go to schools wfth the 
highest proportions of children from low-Income families. 

• 
&valyaljo!) J:1odjngs 

• 	 Tille I has improved tlasie reading and mathematles skills of tho lowest
achieving school-children in the Nation and has helped close the learning gap 
between Ihose children and their peers. W.th the help of TlUe I, for example, 
the achievement gap between black anti white s.y"ar olds narrowed <NO' the 
past two decad es by 18 percent In math and 25 percent in reading. The 
reauthorized Tille I res\nJctures the program to help disadvantaged children 
make even more progress which Is necessary to meet Internationally 
competitille standards. 

• 	 The eClucaUonal needs of disadvantaged children, especi"lIy in high-paveny 
schools, a,e g,owlng. Evaluations show thaI children in high-poverty schools 
are held 10 lewer expectations than children in other school., and they ere 
more likely to tall behind In the early scheel grades and never catch up. For 
example: first grader .. In poor schoo'" start school scoring 27 and 32 
percentile point. lower in reading and math. respectlvely, Ihan other school 
children, and the Initial gap wide"s by grades 4 anti 8. In addlti.,n, eighth
graders in poor schools are 57 percent more tikely to lea".. school by grade 
10 than are students in other schools. 

• 	 AdministratiVe costs for Titia I are compaiatiVely modest States retain not 
mQre than 1 percent of the funds for State administration; ceheel disVicts use· 

• 
only 4-10 percent of local nUe I funds for district administration. According to 
a recent GAO study. districts devole a grealer percentage of Tille I funds to 
classrcom instruc~on (73 percent) than they do with other district fundS 
(Gl percent). 
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• Imgroyrments Resulting fr!Im !Ill' Spauthgrizatlon 

• 	 Shifts the program focus from prOllldlng remedial illliWetlon to bring low· 
achieving atudenlll up to minimal level. of competency to a new emphasis on 
helping nae f children achieve to the same challenging acaclemlc standards 
that other ch~dren are expected to meet . 

• 	 Integrates ntle I with wider State and local education reformG that stress 
challenging curriculum and InstrucHon linked to hlSh standards, and eUminates 
unneceS$sry tes.ting of nUe I children by requiring that States use tineir own 
aaessment systems instead of a separate TItle I assessment system. 

• 	 Gives teachetll. principals, and parents mote conllOl over decillions about 
how program resources are used, so that each schaal's program operates in 
a way that reflects loeal needs and conditions and helps children make the 
most progress. 

• 	 Promotes "schoOlwid,," programs that allow high-poverty schoolS \0 combine 
TiHa I and other Federal education funds with Stete ana local resources in 
.order to upgrade the schooi·. instructional program and sallie all students. 

• Ova...." Imp,ct of Erppo!!!Id HOY"e ~lIlS 

• 	 Oecreases LEA allocations on average by 17 percent. which will depriVe an 
!!'.rumBIed 1.1 mUlion at·risk children of &pecial services designed to help thom 
to achieve to high levels in core academic subjects such as reading and 
mathematics. 

• 	 enminates about 29.000 teacher and aide jobs. 

• 	 Serves approximately S.100 fewer schools. 

• 	 In tho Milwaukoe Public Sclloola. which currently operate 119 Title I 
sehoolwlaa programs serving 52.627 public: school students and 3,611 non
public school students. a 11 percent reduction (S7.9 million) would resuM In: 
(ll laying off teachers, which will reduce the number of disadvantaged 
children receiving 8upplemenlal instrucUon in reading, writing and 
mathemalics; (2) cutbacks in staff del!l'lopment so that teachers would no 
longer be able to partieipata in training programs that provlda cross-curricula 
strategies for teaching higher-level thinking sleiUs: (3) reductions In parent 

• 	
training designed to IIs6[sl palllnts 10 better help their children to achieve; and 
(4) fewer high·poverty sehool. adding technology to the cianroom and 
training teachers in iI$ use. 
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In the Sehoal Olstrlct of Phlladolphla, which Currently opel'llles TIlle I 
programs in 168 sChools, aU of whldl will be sChoolwfde programs beginning 
in 19S6, a 17 pereen! reduction ($13.4 milO,,") would: (1) eIlminate se/'\llces 
to lit least 62 public schools lind to 45,050 public .choo! students and 2,755 
nonpublic schoo' students; (2) eliminalll about 80 public school leaching 
pOsitions and 203 pUbUc school paraprofessional positions; (3) redUce funds 
for staff development by $1.08 mIllion, which wUl restrict the access of 
teachers and other staff to training designed to Increase their ablRty to 
improve student achievement such as IOtralegles for lEIachlng' roadlng across 
cun1cula; (4) reduce funds to Increase parental involvement and for reading 
and math books and other Instructional materials by about $1.8 mUrlOn. . 
A 17 percent reduction also will dilute momentum for Implementing reforms In 
the reauthol'l%ed prC9ram that: . 

Enrich and accelerale learning opportunities for disadvantaged children 60 
that they are able to meet Internationally competilive standards: Example; All 
students In grades 6-8 at the Accelerated Learning L.abCratory (ALL) School, 
in a high-poverty area of WoreDslElr, MassachusatlS, attend fiVe-week 
intensive seminars and laboratories that find creatiVe ways of teaching 
complex skills In mathematics, social selenees; and ether curriculum areas . 
TIll" I funds support a Highe, Orde, Thinking Sknls (HOTS) laboratory, and 
!he school's reform agenda cans tor B IechnolC9V magnet school, muJII.grade 
"clllSlers," and an alternatiVe grading system Ihat evaluates student portfofios 
and awards certifICates to students fer mastering standards that are defined 
by leeding profeSSional organizations and the State. 

Narrow the gap between the lowest-aChieving children and other children, and 
between the hlgh- and Iow-poverty schools. Example: Attar 11$ first year as a 
Title I schoolwide projec~ the test scores of fourth and fifth graders at Ronald 
E, McNair Elementary Schoal, in a poor, enme-ridden urban area of North 
Charleston, South Carolina, rose from the 1.1 percentile to the 25th 
percentile. Since then, the school's ranking has mQ\led from \he lowest to the 
middle range of comparable schools in the distrtct TIlle I funds aiso support 
,urnmer prcerams to !live _ 'help 10 students wno scote poorly on district 
tests. ' 

Focus on early intsrvention .ltalesie. that may help prevenl school failure. 
Exampl!!; Ganado Primary School In Arizona Bnr011a approximately 450 
children in grades K-2, almost aU of W!'Iom are, from poor Navajo (amfti.... 
About sa percent of the students entering sehool for the fil1lt time have limfted 
English profielency; and 23 percent speak neither EngU.h nor NavajD fluenlly. 
Ganaclo'. literacy inteMlntion program largeb! \he 10W<lsl 20 pereant of IIl'8t
grade readers. After one year in the program,' moat studenm edvance to the 
level of lop-achieving readel1l. Ganado also uses Tills I funds to provide 
counseli., prourams for students and families that address topiCS such as 

drug prevention, acldiction, parenting, marriage. and other family issues. 

7 



THE WHITE HOUSE 


• WASHINGTON 

<$-- August 12," 1995 

MEMORANDUM FOR THE PRESIDENT 

FROM: ERSKlNE BOWLES 

, LAURA TYSON 


SUBJECT: Update on Budget Working Group Activities 

Appropriations Update 

lbe Senate passed the Treasury/PosUlI Appropriations bill on Saturday, August 5 
(voice vote). The key amendments include: I) an amendment by H.tchlBiden to 
restore funding for the White House National Drug Control Office; 2) 

• 
FinegoldlMcCain amendment to limit political appointees; 3) an amendment that 
would restrict payment for abortions in Federal Employee Health Benefit program, 
expect under specified circumstances. 

The Interior Appropriations bill passed on Wednesday, August 9 (92-6). Key 
amendments included a moratorium on grazing ree regulations; 2) an amendment to 
restor!~ Indian programs was defeated; 3) an amendment to increase funding for the 
National Endowment of the Arts was adopted; 4) an amendment to oppose a patent 
moratorium for hard rock mining was defeated. 

The Transportation Appropriations bill passed on Thursday, AUgust 10 (98-1). An 
amendment to remove FAA procurement and personnel reform was defeated; an 
amendment to extend the ISTEA legislation until 1997 was adopted. 

The Senate will resume consideration of the Defense Appropriations bill on 
September 5. 

Cabinet Activity 

Each Agency has been assigned targeted Congressional Districts/media markets to focus 

• 
regional media emphasizing the extreme GOP cuts during the recess. Attached is a grid 
indicating the assignmentS, 



• 	 SUMMARY OF THIS WEEK'S ACTIVITY 

Monday, August 7, 1995 
$-

Medicare County-by-County Numbers. Analysis released out to all counties in 
the country, all states, all state legislators. 

... 	 Press releases on the county numbers by county executives in the 
following states: Ohio, Iowa, Wisconsin, Michigan, Florida, Virginia, 
Washington, Illinois, CA, Minn" MD,.Kentucky, Georgia, Deleware, 
PA, Oregon . .• 

\ ress briefings by HHS and White House officials . 
.-----''':::> ~M '" ~ 

Speaker ngrich's Medicare TeleconferencelRally in Georgia. Monday,_ Speaker 
Gingrich hosted a Medicare teleconference/rally in Atlanta, GA. 

... 	 Coinciding with the timing of the rally, county by county Medicare 
data was released. 

• Regional Me~ia Roundtables with'Rivlin, Sperling, Feder and Jennings to release 
Medi(:are county-by-county nwnbers. Numbers went out via U.S. ·Newswire to 50 
state APs and all major dailies, radio stations and tv stations nationwide. 

Women. Large budget briefing for women's groups focusing on Medicare, and the 
Labor/HHSlEducation appropriations bill. 

Afric:an Americans. Conference calls with regional African-American leaders and 
ethnic: leaders. 

Religious Leaders. Briefing for the national religious groups. 

Other Activity 
Sec. Pena budget event in Des Moines, IA 
Sec. Pena radio interviews with target cities regarding impact of transit 
cuts to rural areas. 
Sec. Reich on CNN Morning News on budget. 

• 
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• Tu.,da~, August 8, 1995 

POTUS Environment Speecb and Issuance of Executive Order. 

Your health,safety, and environment event in Baltimore received very positive 
coverage on NBC, CBS, C;tK FOX, and in major dally newspapers and regional 
print and radio. In particular, NBC news ran a 5 minute story describing how the 
Republican cuts would drastically rollback years , of environmental progress. Regional 
clips are a!lached. , f'I Gl.. : 

Time, BUSineS~~d the Washington Post are expected to run articles in' . 
the next two ks on the influence of speci~i interests on the Republican 
budget cuts. .~ 

• 	 In conjunction with your even4 Governors and Legislative Leaders 
and Committee Chalrs put out press releases on the environmental 
impact of the Republican cuts. 

• 

.. 	 We released Environmental State-by-State impact numbers 
'J ____ ~ 	 lo'·>J tLA u\ l- \\,1'l~ 

• 

Other Activltl;: 


DOT Sec. Pen. held a budget related event in Cleveland, OH 
Commerce Sec. Brown and Amb. Kantor met with Washington 
Business Representatives. 
Labor Sec. Reich held a conference. call with Mayors on the. GOP 
cuts, 
HUD outreach to columnists: 

~ Bruce Katz intervieyv by Congressional Quarterly. 
- Joe Shuldiner interview by the Chicago Tribune. 

USDA Dep. Sec. Richard Rominger will gave a budget speech on 
50th Anniversary of Soil and Water Conservation Society in Des 
Moines, IA. 
Conunerce Ass\' Sec. for Communications and Information Larry 
Irving discussed the Nll and Budget Issues with the Seattle Times. 

• 	 3 
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• W<:dnesday, August 9 

Cabinet Briefing: Briefed Cabinet to prepare and encourage them to focus on 
Medicare during Congressional recess and distributed health care background 
materials (including Medicare briefing, talking poinlS on Medicare and Medicaid, 
state-by-state data, eounty.:tY;eounty data, questions and answers). 

Other Activity 

• 	 Hun outreach to columnist'): 
- Joe ShuJdiner was interviewed by the Atlanta Journal. 

, 	 ~ Andrew Cuomo interviewed with Washington Week in Review. 
- Mike Stegman interviewed with Cokie Roberts on NPR, ABe news. 

• 	 HUD Sec. crsnems, was at Dartmouth College, in Dartmouth, NH. 
• 	 Asst. Sec. Cuomo was in Cleveland, OH for Empowerment Zone 

Event. 
• 	 Sec. Babbitt was in New York State (Buffalo, ROcbester, Syratuse_ 
• 	 Commerce Sec. Brown spoke with the Providence Journal editorial 

board, 

• Thursday, August 10, 1995 

Blue Chip Economists Favor OMB's Forecast: The major budget news of the 
day was the release of the Blue Chip's economists' survey indicating that the White 
House's to-year economic growth projections are more likely to be accurate than the 
CBO figures. 

~ 	 We released Talking Points and a fact sneet to members of the press 
highlighting the Blue Chip report. 

• 	 OMB Director Rivlin released a letter to the Congressional Majority 
urging them to pay attention to the Blue Chip survey. 

Comparison of Clinton AecomplishmentsIPolicies' and Perot's Campaign 
Promises: In preparation for Perot's United We Stand convention in Dallas, we 
releasc~d a report to the press comparing the Administration' s record "vith Perot's 
campaign promises, 

Other Activity 
.. Sec. Pena was in Chicago for a press briefing "Report to the 

• 	
Cotnmooity of Chicago!!. 

• 	 HUn Asst. Sec. Cuomo in Atlanta, GA for Atlanta Business Forum. 

I 



• Future A<livities 

to August Recess: Planning events and press activity in targeted districts for the 
AugU!.t 	recess coordinating the Cabinet and Subcabinet~ advocacy groups~ and state 
and local officials in targeted districts. Our plans include op eds in newspapers, 
radio talk shows, editorial~Qards, press cOnferences. town meetings, and.activities 
around Republican member town meetings. 

~ 	 Medicaid: Preparing a Medicaid document similar to the White House Medicare 
Briefing Document that we have been using to educate the press. 

Cily-by-Cily data: Analysis of impact of GOP cuts on 50 major cities should be 
completed this week. We are looking at several options for timing the release 
(possibly in conjunction with the Mayors' meetings in Seattle on August 28, or as •part of the back to school rollout. 

.. 	 Mayors will meet in Seattle on Aug 28th. Plan is to have them do events i:p their 
cities that wee~ culminating with a huge event.press conference with 50 Mayors in 
Seattle on the 28th. Possibly book them on Sunday News shows on Ille 271ll. 

• 
• Bad;. to Sehool: A memo win be sent to you on Monday, August 14J outlining our 

back to school plaus, inclUding two weeks of ramp up activity by Cabinet and 
groups, and I week of White House events (September 11). 

,. 	 GOP MedifO:are Plan: Planning continues for the last two weeks of September. We 
are working on strategy to counter GOP release of Medicare plan set for September 
21. 

,. 	 lIealth Policy Specifications: Meeting to finalize health policy specifications on 
insurance reform, purchasing pools, and subsidies for workers who lose their jobs. 

t 
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THE PRESIO£NT HAS SEEN 
1i-·!t-'15 

THE WHITE HOUSE: 


WASHINGTON 


MEMORANDUM FOR TH~SlDENT 

FROM: ERSKINE BOWLES 

LAURA TYSON 
GENE SPERLING 

SUBJECf: Budget Working Group 

• 
Each White House office has loaned a senior staff member to this effort, as have several Of~~ 

the Cabinet Agencies. The Working Group as a whole meets daily, as do sub-groups on 

Medicare, Education and Training, the Environment, Techno1ogy, and Taxes. 


The Budget Working Group has been responsible for marketing your budget priorities on 
the local, f(~gional, .and national leveL This effort includes: rapid response to the 
appropriaticns votes, issuing daily talking points, mobi1izing out'iide groups and validators, 
providing information to friendly Members of Congress, saturating the media markets of 
pivotal Members, and planning events 4l1d media for yourself~ the Vice-President, Mrs, 
Clinton, and Cabinet officials. 

The net result has been a series of positive news stories at the national and local level, 
highlighting the impact of the extreme GOP cuts, in sharp contrast with your more 
reasonable approach. 

This dOCUlf;cnt summarizes some of the maj9f accomplishments of the Budget Working 
Group 10 date . 

• 
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• MEDICARE 

• Medica... Vouchers: Realizing that Republicans had left themselves highly 
vulnerable on Medicare pians, the Budget Working Group began its activities in mid- . 
July with an attack on the Republican Medicare voucher proposals. We prepared and 
distributed materials to Members of Congress and the press, arguing that under the 
GOP voucher proposal, beneficiaries face a simple. cruel choice: choose to pay more 
or choose to get less. 

Stralegy. Following the Robert Pcar story in the·New York Times on Monday, 
July 17, which suggested that the GOP Medicare proposal would raise costs for 
millions of beneficiaries, we built a strategy around Judy Feder's July 18 
testimony before the House Commerce Committee and HeFA Administrator 
Bruce Vladeck's July 20 testimony before the House Ways and Means Health 

. Suboommittee, Both were very critical of Republican voucher proptlsrus, 
focusing on: (I) how the Republicans would constrain spending far below the 
private sector; and (2) how much more beneficiaries would pay,uhder the 

.Republican plan to stay in a plan that allowed 'them to choose .their oy.n doctor. 

• 
Amplification. Democratic Senators held a press conference foHowing 
AdminIstrator Vladeck's testimony and talking points were widely distributed to 
Democrats on the hilL Members of the Cabinet and Sub-Cabinet conducted 
print and radio interviews into 50 targeted markets. Secretary Shalaia. Dr. 
Tyson. Alice Rivlin, and Gene Sperling interviewed with the major national 
newspapers. 

!Yfedia Coverage. Our attack received significant positive press coverage, 
including; the New York Times, the Washington Post, the' Wall StreeT Journal, 
USA Today. and AP. On Friday, July.21, eN1V aired a story in their hourly 
news-reel on the heat the Republicans· are feeling over Medicare cuts. 

.. 	 Medicare 30th Anniversary Event. 'ntis event was designed to show Dcmocnl'.s on 
the Hill that we would stand with them in the coming weeks and make Medicare ;I 

major issue in the Budget battlc. This cvent also provided a major forum for yOll 10 

highlight the Republicrul increases in Medicare premiums and out-of-pocket costs to 
seniors on the 30th anniversary of the bilL 

Media C(werage. Your speech received extensive positiVI.: coiwergc on the 
evening newscas1s on xne, ABC, cns. CNN, and Cl ...'Be. Two c1' tbe !h:"co; 
networks quoted you saying, '",\Ie cannot afford to bankrupt older Americans in 
the liame of tux cuis for the wealthiest Amcric~ms." 

• 	
The New York Times printed an op~cd tbe day of yo.ur spC'('ch, \V<lrni!lg that on 
the- 30th anniversary of Medicare, thc Repllblican plan to cut $270 billion over 
seven years by giving vouchers (0 bcncficiaries "could cause serious damage," 
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Amplification. Cabinet and senior White House staff were booked into targeted 
radio in more than 40 local media markets. Cabinet and senior White House 
staff also conducted press calls to natipnal press, focusing attention on your 
message about the Republican movement from the 30 year common ground of 
protecting the health security of older Americans. Your speech was mailed to 
150 editorial boards and older American and hcalth care trade press. 

Medicare 30th Anniversary Radio Address (taped Friday, July 28). Realizing that 

a "news hook" was needed for the radio address, we acted on an idea suggested by 

Alan Cohen at Treasury and directed HHS and Treasury to compute the number of 

Americans who WQuld be foreed into poverty under the latest draft of the Republican 

Medicare proposal. 


The 500,000 poverty number was inserted inlo your remarks and your radio addresS .",. 

with the First Lady received extensive press coverage, leading CNN ne~s all day 

Saturday, and producing favorable stories in both the Washington Post and the New 

York Times] ~~ the 500,000 number was featured prominently in each of the stories, 


Amplification, 
Your radio address was mailed to top 150 editorial boards, African-American, 
Hispanic, women's and older American press, We issued a press paper 
detailing the number of seniors who will be forced into poverty under the 
Republican plan. Regional radio and print lntervtews were conducted with the 
seniors attending the radio address. into their hometowns, 

State-by-State Data on Medicare: State-by-State analyses of the Republican 
Medicare and Medicaid cuts were released oft Friday. July 28, coinciding with your 
radio address. 

Amplification. Chief of Staff Panetta briefed reporters on the state-by-state 
data, Friday aftcrnoon t July 28, Analyses· were sent to radio stations, ed. 
boards, and television outlets in aU SO states. Cabinet and sub-Cabinet officials 
':.:ondtlcted numerous radio and print in(crvtcwS into targeted murkets. 

Pn.:ss releases/statements were released by: State Democratic Legislative 
Leadership in CA, FL, IL, Iowa, MI, MO, NB, NJ, NY, PA, OR~ the governors 
in: WVA, MI\ FL, OE, CO, und U. Governors in CA, MO, RL 
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• Medicare Education: Seeing the need to provide reporters with basic education on 

• 
the status of the Medicare Trust Fued, Administration actions, and the Republican 
plan, we 	organized a series of reporter briefings by Dr. Tyson and Judy Feder (HHS) 
with assistance from Chris Jennings, and Gene Sperling. 

These briefings. based on the "White House Medicare Briefing Document,'; which you 
have read, explains: 

(1) 	 What the Part A Trust Fund is and how it differs from the Part B 
Trust Fund; 

(2) 	 The history of the solvency of the Part A Trust Fund; 
(3) 	 What you have done to improve the solvency of the Trust Fund; and 
(4) 	 How the proposed Republicans ?uts are not necessary to extend the 

solvency of the Trust Fund. 

• 	 To dde, we have conducted 17 Medicare briefings - 5 for national media and 12 
for regional reporters - using the county ..by~county data as a hook for 'regional 
reporters. Lorrie McHugh. April Mellody, Peggy Lewis~ Josh Silvennan and Laura 
Schwartz from the Press Office played an instrumental role in putting these briefings 
together. 

• 
Network Corespondents 
Bureau Chiefs 
National Newspaper Writers Croner, Pearl. Olipbant. Dowd, etc.) 
Pundits (Clift, Broder, etc) 
Rusthel! Tong 
Big Bast Tong 
Business Writers Tong 
Banking. Finance. and taxes Tong 
Economic Tong 
Shanahan Tong 
Loubsdorf Tong 
Radio Tong 
CNN 	Bureau 

• 	 County~by~C{)unty Data: Counly~by~eounty data on Medicare was released on 
Monday, August 7 to coincide with the series of Medicare education briefings for 
rCpOrters, and the Gingrich Medicare evcnt in Atlanta. also held that day" The COllnty
by~counlY datu has exceeded all of our expectations in terms of media coverage ~

cuch (of the statc~wjde AP wires broarlcastcd the county data and sh)rics were printed 
in li:crally hundreds of local papers. 

Amplification. Press releases 011 the county Iwmbcrs by county executives m 

• 	
the following states: Ohio, lawn, Wisconsin, Michigan, FJo;ridu, Virginia, 
Washington, lIlinois, CA, Minn., MD, Kentucky, Georgia, Dc1cwarc, PA, 
Oregon, 



, , 
.' 

• 
• Regional Medl.. We have also set' up a recess regional media strategy focusing 

primarily on Medicare. The attached grid indicates the hundreds of media ""lIs being 
placed, 

•
• 	 Trustees Op..Ed: Jennifer Klein from the First Lady's office pieced together an 

excellent op-ed by Secretaries Rubin, Shalala, and Reich for placement later this week. 

II. 	 EDUCATION 

• 	 State..by-State Data on GOP 'Education Cuts: With. significant coordination by Ken 
Apfel at OMB, and help from NEC, DoEd, and DOL. a stftte-by-state amilys;s was 
prepared for release Friday, July 21, 1995, Over 50 reporters were targeted for calls 
by Cabinet and Senior White House Staff. 50 Separate press releases were prepared 
for each stale. \Vhen the Committee did not finish within the news cycle. we decided 
to hold this report for reJease Monday, July 24, in conjunction with your Boys' Nation 
Speech, 

• Waiting for your Monday speech proved to be a major positive. \Vhile national media 
coverage of the speech centered mostly on your re·engagernent in the budget debate, 
(Your threat, "1 will continue to act, alone jf necessary," was heavily reported), 
regional coverage paid significant attention to the education numbers, 

Amplification. We released a press document highlighting the Republican 
movement from the common ground on the issues of Education, Health Care' 
For Seniors, Helping Working Families, and EnvirorunentlPublic Safety. 
George Stcphanopoulos and Dr. Tyson hosted a breakfast with Network , 
Correspondents the morning of the speech. Director Rivlin, Dr. Tyson, and 
George Stephanopou[os briefed COlumnists. Director Rivlin and Dr. Tyson 
briefed business journalists. Your speech was mailed to top 150 editorial 
boards, African-American, Hispanic. women's and older American press. 

Nearly 2000 copies of the report were distributed to euucaiion groups, members 
of Congress, state and local officials and regional media. Over 50 caBs by 
senior Administration officials were made to regional media and editorial 
boards. SUltcments were issued by elected officials in ncarly 25 states. 
Regional mcdia conference C~tlls were conducted by Sr::crctarics Reich and Riley 
and by White House staff. The following Governors issued releases on hm\' the 
Educatiol1JLabor/HHS appropriations bill will impact their state: Caperton, 
Nelson, Bob Mi1ler, Romer, Glendening, Carper, Knowles, Carnahan, Gray 

• 	 David (L.C Gov. CA), Lt. Gov. of VA~·Beycr 
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Education Committee Chain; in the state legislatures from the following states 
sent out press releases on how the EducationlLaborlHHS appropriations bill will 
impact thetr state: Arkansas? Kentucky~ Louisiana, Mississippi, Missouri, New 
York. Oklahoma, California., Massachusetts, and Oregon. 

The Democratic Legislative Leadership in the foHowing statc.s issued releases: 
Ohio, Minnesota) and Michigan, Vennont, Connecticut 

Media Coverage. The state reports received good press coverage ~- the data 
yvas picked up by the AP Newswire and stories appeared in several regional 
papers, 

American Federation of Teacbers (Friday, July 28) The Republicans handed us a 
gift, by choosiog to call for the elimination of Direct Lending on the same day as your ~-. 

speech. Your quotes on Direct Lending were picked up by the news ~ires and the 
in5ide~Washington press (Post, Congress Today, Hotline. eic.) 

Amplification. Your speech was mailed to 150 editorial·boards. The 
Department of Educution issued severnl press releases on Direct Lending and 
Deputy S(."(;rctary Kunin held several conference calls with reporters. A dozen 
African American college presidents "!{tote op~eds blasting the GOP cuts. OMB 
Director Rivlin released a fetter blasting the Repoblicans for trying to repeal 
Direct Lending. 

Meeting with Congressional J)cmocrats and Education PrActitioners. Your 
meeting in the Cabinet Room on August 3 with Congressional Democrats and 10 
cd?-cation practitioners on the day of the ,House vote on Labor/HHSlEducation 
appropriations served to reinlorce your commitment to educalion and your concerns 
regarding the bill approved by the I-louse later that day, 

Amplification. The people chosen to participate were so strategically to 
pres~iUrc on key Members of Congress as they cast their votes on Labor/HHS, 
Media Affairs set-up print, TV <lnd radio interviews in targeled congressional 
markCls. (Buffalo, Cleveland, Piusburgh, Worcester, Madison and Baltimore) 
with the participants. 

Jl1el/i(l COl-'cmgc. This event received heavy coverage from CNN all day liS a 
lead-in to s{oric;s on !h:.: HO\1,'iG vote. Newspaper and tch.:vi:sion stories appeared 
in <t1l of participants' home media markdS. Your quotes from the pool stray 
were in the New York Times <lnd Washington PfH't. 

JmpaCf. While the bill was cvcnluaily approvcd, it should be noted that none of 
the targeted Members representing individuals we invited to the event ended up 
voting in favor of fil\~d passage, 



", 

III. 	ENVIRONMENT• , 
• GOP Anti-Environment Riders (Rapid Response - Part 1). On Friday, July 29, 

the Honse considered the VAIHUD Appropriations bill. An amendment to retain the 
Environmental Protection Agency's jurisdiction to enforce clean air an4 clean water 
rules was passed (212-206). 

Following the floor vote, the Budget Working Group mobilized and had the Vice 
President brief reporters on the GOP Envirornnental cuts, The Vice Presidep.t did a 
White House briefing and was quoted In a very positive ABC News story. His quotes 
also appeared in the first few paragrapbs of stones in the Washingwn Post and New 
York Times. 

• 	 GOP Anti-Environment Riders (Quick Response -Part 2). On Tuesday evening, 
August 2. the House voted to restore the anti-environment riders to the Va/HUD 
appropriations bill. The Budget Working Group mobilized quickly, and prepared a 
hard hitting statement for you to read to reporters in the White House briefing room 
the following morning, 

You statement was picked up by all CNN...8,6,C, I<iBC, 'lnd CBS, and 

• 	
the Washington Post, New York Times, Lw Angeles Times,' Boston 
Herald, Chicago Tribune. and nUlll~rous local and regional 
newspapers. 

, 
• 	 Environment Speech and Issuance of Executive Order. After two weeks of 

planning by the Budget Working Group (and negotiations with the various offices 
involved), an Executive order was prepared (or you to deliver a strong rebuttal to the 
GOP ~nvifOnmcntal roll~b(\ck. 

,,
...f 	 Your healtb.safety, and environment event in Baltimore on August 8. 

was by uH accQunlS a success, receiving very positive coverage on 
NBC. CBS, CNN. FOX, and in hundreds of major dailv newspapers 
and rC!!~Qlml print and radio. 

NBC news ran iJ 5 minute storv describing hoW th~ Republican cuts 
wo.~.!h.Ldrasiically rollback yean; of environmental progress.Rcgiona.1 
clips arc att'lehed. 

Prior to the event, we put Carol Browner in tbe press briefing room to explain the 

• 
affect of the Executive OrdcL Carol and her Communications Director Loretta Ucclli 
played an exceptional role deYeloping and implementing our Environemtal message. 
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• Time. Business Week, and the Washington Post are expected to run articles in the next 
two weeks on the influence of special interests on the Republican budget cuts. 

In conjunction with your event, Governors and Legislative Leaders and Committee 
Chairs put out press releases on the environmental impact of the Republican cuts. 

We released Environmental State-by-State impact numbers. 

IV. COMPRElffiNSIVE STATE-BY-5TATE ANALYSES 

We prepared a booklet for the House Recess highlighting the state-by-state impact of 
the Republican cuts on Older Americans, Students. and Working Families, As of 
81l4!95, this book has been distributed to more than 10,000 persons and media outlets 
from the White House. The DNe has also reproduced Ill. book and sent·it to ".'" 

thousands of local supporters on the'ground in states across the country. Groups are 
also using the book daily in their attacks on the GOP cuts. Book is available via the 
intem(.'1 and through various fonns of electronic media, 

PEROT 

• In preparation for Perot's United We Stand convention in DaUas, we released a report 
to the press comparing the Administration's record with Perot's campaign promises. 

VI. MEDlCAIIJ 

We ar~ preparing n Medicaid document similar to the White House Medicare Briefing 
Document that we have been using to educate the press, . 

VII.CITV-BY-CrrV DATA 

Analysis of impact of GOP cuts on 50 mHjor cities should be cornpictcd this week. 
We art: looking at scve:al options for ~imi!1g {be release (possibly in conjunction with 
the Mayors' meetings in Seattle on August 28, or as part of the back 10' school rollout. 

YIlI.BACK.:ro SCIIOOL 

A :nemo wns scnt to you on Monday, August 14, outlining om baek to school plans, 

• 
including two wt:eks. of [(imp up aClivlty by Cabinet ,md groups, and I week of While 
I·louse CVCHlS (Seph:mbcr 11). A sllh~gn.mp met today to filUlli'l.c plans ~md hegin 
implementation. 
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• IX. GOP MEDICAllli PLAN 

Planning continues for the last two weeks of September. We are working on strategy 
to counter GOP release of Medicare plan set for September 21. 

X. VALIDATORS 

Attached is a comprehensive grid indicating our strategy for validation 
outreach On Medicare, This grid, the product of the tireless efforts of 
Susan Brophy (Legislative Affairs), Emily Bromberg (Intergovernmental 
Affairs), Marilyn Yager (Public Liaison), Kris Balderston (Cabinet), and 
Leslie Thornton (Validators), we have laid out a plan for massive regional 
media outreach over the next few weeks on Medicare. ' .. '- ,'-' 

This plan includes: Cabinet, Sub-Cabinet, Regional Administrators, 
Groups, and Intergovernmental Officials, 

• 

• 
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THE WHITE HOUSE 

WASHINGTON 

September 4, 1995 

Dear Editor: 

As students I teachers$ and administrators return to schools 
allover the country, I want to remind you of a critical battle 
that will take place this fall in Washington over the isaue of 
education. To put it bluntly, our educators, students, ~nd 
parents need to be aware that our nation's investments in 
education -- in our children's future -- are under direct attack 
by the Republican majority in the House. 

The President is firmly committed to a comprehensive 
economic policy based on balancing the budget, reducing trade 
barriers worldwide, and creating jobs here at home. But he is 
convinced that to strengthen families, expand our economYI and 
raise the living standards for the American people, nothing is 
more critical to our nation's future than ensuring that all 
&~ericans have the education and skills they need. 

Education has become the fundamental fault~line in the 
standard of living for Americ~n. families. Many Americans have 
seen their incomes stagnate over the last l5 years; the real 
income of the typical family hag actually declined. Yet those 
with the ~OBt education and training have bucked the trend. 
Today, the typical college graduate earns 74 percent more than a 
worker with only a high school degree. Studies also show that 
for every year of training a person gets after high school, his 
Qr her earnings rise by 6 to 1.2 percent, Education is' the key to 
growth in our economy, in wages, and in our standard of living. 

, 
To allow individuals to make the most of their li'ves, and to 

provide every American the chance to realize the Ameri'can Dream, 
the President has been fighting for better education a·nd 
training, by investing in Head Start and Safe and Drug-Free 
Schools, by providing resources to train teachers and raise 
school standards, and by improving the student loan program. 
During the last Congress, Republicans and Democrats together 
enacted a historic series of initiatives to assist families. 
communities, schools and colleges to expand educational 
opportunity in America. 

President Clinton has proposed to balance the budget over 
the next ten years. He would do so by cutting wasteful 
spending, streamlining programs, and ending unneeded subsidies. 
Yet he would preserve and increase investment in education by $40 
billion over the next seven years; protect Medicaid, f.1edicare and 
the environment; and provide for a targeted :ax CU~ that would 
help middle-income Americans raise their children. save for the 
futul-e and pay for post-secondary education. 
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By CClntrast, there are proposals in Congress threatening to 

cut $36 billion from education and training to help them balance 
the budget in seven years and provide a huge tax cut to thos~ who 
need it least. They have proposed: slashing investments in Head 
Start; abolishing the Goals 2000 school reforms; cutting crucial 
assistance to students from disadvantaged backgrounds; abolishing 
the Technology Learning Challenge. which leverages private money 
for technology in schools and communities; cutting funding for 
apprenticeship training in half; abolishing AmeriCorps - the 
heart of the President's National Service program; raising 
students' costs of loans by $10 billion.over seven years; halting 
progress on the President's Direct Lending program; and denying 
Pell Grants to )60,000 students in 1996 alone. 

These latter cuts would be particularly devastating for 
access to post-secondary education and training. 'By slashing 
grants and loans, we would turn back the clock on recent 
successes in· expanding access, forcing some students to drop out 
and denying others the opportunity t·o begin their education. To' 
achieve the level of savings they are proposing, Congress would 

.. 
have to· raise the costs of college education by as much as $3,100 
for undergraduates and as much as $9,400 for graduaLe students. 
They would not only eliminate' any interest subsidy for graduate 
and professional students, but also hit college students with 
substantially higher fees--for example, eliminating the six~month 
grace period for interest after college or raising the 
origination fee that every student must pay to obtain their 
loans. There are also proposals to reduce and possibly eliminate 
the Direct Lending Program, preventing more schools from 
participating in this initiative, which is already saving 
taxpayers $6.8 billion, lowering interest rates for students, and 
allowing borrowers to choose flexible repayment arrangements. 

I firmly believe that the American people want to balance 
the budget and continue to increase investments in education. 
The Presid!;;nt. has shown that it is possible. Nevertheless, there 
are those in Congress who are determined to go forward with these 
extreme cuts. The debate over this issue will be one of the most 
si9~ificant in the coming mon:hs, if not years. The ~uture of 
this great natioa is at stake. 


