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SEtHOR ADMINISTRATIOt~ orfIClr~L: I.e:: me tr'y, .i f I can, 
I~O summacj,ze some of the main points of the speech this evening. 
f3asically, the Presider.t, as you know, is speaking for 10 minutes. 
The President's basically going to be doing some plain talking with 
the people of the United States tonight. He's got to be very direct. 
I think he's going to be trying to speak from the heart in terms of 
what he thinks needs to be done in this country over the next two 
years. ~ 

Basically he's going to talk about what this country is 
about -- its st.rengths, t.he challenges and th~ problems that ace 
c.:onfcont.ing H, particularly for working families, the middle class 
in <.:his country -- the steps that he recommends to t:'1 to deal with , som'? of the pr'oillems racing wod:ing famili'=!S, ,;lIci i10hl he will work 
I'd •. 0 ComJn~s,; to t~'y to get those ilcc.:omp! ished. 

Ami then he ,,Iso wants to L,11 k ':11)oUL 0;0rn8 su!PS Lhat the 
citizens thcr,lSGlves need to t:ake in order to keep th~ American Dcearn 
alive, He b<:lsically has lived the American Dream, and he's asking 
others to believe in it again as well. 

The main thrust and the target for the speech is aimed 
at trying to provide some help to working families with regards to 
the economic recovery, He's going to speak to the economic recovery, 
the fact th"t he was able to get it in place, the fact that -- we've 
se ..!n a lot or good come r~'OTII the: fact thilt OUL' economy is doing much 
better, but l:hat obviously a lot or' fami l:ies have not felt that 
t'ecovery, ilnc! ~hel'efore, h.:iving Inilde a down p"yment on a middle 
inr.:ome tax cut in the initial economic plan with the earned inc;ome 
tux credi~ that provided relief to almost 15 million working 
Nnericans; that the time has come now to build on that for working 
all working families. 

The main concern that he sees are the choices -- the 
difficult choices, financial choices thal: face working .ti1milic=s right 
now when it c:omes to either paying for the education for their 
children or raising a child within the home, or try'ing to save up for 
a purchase of a first home, or for dealing with catastrophic illness 
or for the care of an elderly parent. Those are the kinds of 
probl<;ms, real problems, that are faci~g worki:1CJ families. 

And so LO addn::ss thaL, he is pr'opo:nng bDslcDlly four 
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elements t.:i:at <lre p,lt"t of the p:·oposOll. The 1 i ,..:;t: is Lilat c:olleg'~ 

tuition '"JDuld be tax deductible. Just as we mad(~ mortgilgc interest 
tE,}: deciuc\..ible -- l 'm going to ~'ead this quote ii"oll1 the speech: 
"JusL as we made mortgage interest tax deductible because we want 
people to own homes, we should make college tuition deductible 
because we w,lnt people to go to college." 

So he's proposing that tuition for college -- community 
college, graduate school, professional schools, vocational schools, 
worker training after high school would be fully deductible up to 
S10,000 a year for families making up to S120,OOO a year. 

This is il principal centerpiece. He is very -- he 
beli.eves deeply that this country, in terms of its future, is bettet" 
oft .if we c,ln invest in our child!"en and invest in their educ,ltion. 

Q Sliding scale or flat? 

SENIOR ADMINISTRATION OFFICIAL: Help me -

Q Up to $10,000 per $120,000 

SENIOR ADMINISTRATION OFFICIAL: Up to $10,000 a year -

Q Are the incomes adjusted gross? 

SSNlOH ADI'lINISTRATION OFTICll\L: /\cijU:H.'~d (jl ass. ;,nd i,t 
phas~s out. ccmpl~tely at 5120,000. Sta~ts to phz,se Que tiC 8100,QOO, 
and phases out completely at $120,000. 

SENIOR ADMINISTRATION OFFICIAL: Secondly, with regards 
to families ~aising children, we provide a $500 tax credit for 
children und{~r 13. Tax cuts would be made available to any family 
whose income is less than $75,000. Again, to address -

Q Adjusted gross? 

SENIOR ADMINISTRATION OFFICIAL: That's correct. 

SENIOR ADMINISTRATION OFFICIAL: It phases out trom 
60,000 t.o 75,000. 

Q So the 5500 applies to under 560,000 a year. 

SENIOR ADMINISTRATION OFfICIAL: Well, under $75,000 
you get some of it up to 575,000. 

Q Full $500 up to $65,OOO? 

SE:NIOR ADMINISTRJI.TION OFFICIAL: Up to $GO,OOO. 

Q And what would you get at $75,OOO? Zero? Okay. 

SE1HOR l\DMH1JSTR;'.TlON OF:-rCIl\L: Thi.rdly, <1(;ain !..() :;J~y 

LO ildd!·ess those particular problems chat.: 1 u,lkt~d about, yOll would 
<lllow every J\rnericiln to put $2,000 tax f.ree into an individual 
reti~·el1)ent account, and then be able to use that money not just to 
retire on, but to try to be able to withdraw money from those 
accounts tax free for education costs, catastrophic costs, purchase 
of a first home and the care of an elderly parent. 

The fourth piece that is part of the package is 

Q Is that $2,000 a year you just stash away or S2,000 
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for life? 

SENIOR ADMINISTRATION OffICIAL: $2,000 per year. 

SENIOR ADMINISTRATIOt~ OfrICIAL: O'er peeson. 

Q The illcome limits tha~ -- the Olles 110W ae~ for thG 

SENIOR ADMINISTRATION OfFICIAL: Plenty of time. Let me 
hilve my coU.=ague explain it. Go ahead. 

SENIOR ADMINISTRATION OfFICIAL: Existing IRAs will be 
changed in t'No ways. The income limit will be raised. It's 
currently foe couples, $40,000 -- phases out -- it starts at $40,000 
and phases out at $50,000. That's current law. Uncle I. the proposal 
the phase-out will start at $80,000 and be completely phasec! alit at 
$100,000. So w~ are expanding the universe of people who can 
cont:-ibute 1.:1 IRAs. In addition, we are going ':'0 hilve t.h~ pencl .... y
free withdra',oJals for the types of things my colleague just:. mentioned. 

Q It's tax-deferred -

SENIOR ADMINISTRATION OfFICIAL: Tax deferred. And in 
addition, there will be a option to put in a so-called back-loaded 
IRA. You can put in -- it's nondeductible, but you can get the money 
out tax free. 

Q That's couples, the $80,000 to $100,000 -- that's 
couples? 

SENIOR AD!>lHHSTRATION OrnCFAL: Yes, couples. 

o Will ~Ile $2,000 a year b~ tax (jeduc~ible 0/: just 

SENIOR ADMINISTRATION OfnCIAL: The current IRA that we 
have now, you get tax deductions, and the income that is in the IRA 
is not taxed until you take it out, as well as the contribution. 

Q And the $2,000 is per person -- for instance, a 
couple would get $4,000. 

SENIOR ADMINISTRATION OFFICIAL: And they're both 
working -

Q \~ould there be any means :.:es:.: ':01' the etderly 
pardlll, any income levels? 

SSNIOH ADMINISTRATION OFFICIAL: No. 

Q Who would decide 

SENIOH ADMINISTRATION OFFICIAL: We're working out those 
details. WE:' re working out -

Q So there may be strings attached to that. 

SWIOR ADMINISTRATION OfF'ICIAL: There will be 
conciitions on all -

SEHIOR t"DMI~JISTP.AT10N OF'FICIAL: Thtl;: r~iJlly -- th<lt 
concludes the main tax benefits that would be provided to working 
families. There is a fourth element that the President will talk 
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about reli:lting to job training in which h~ basically ''''ill state that 
there are biLlions of dollars now that the government spends on 
dozens of different training programs. And he wants to provide 
direct payment, in the form of certificate or grant, to be able to 
give that to people directly if they lose their job or want a better 
one, so that we're consolidating job training programs and basically 
providing those payments directly. 

Q So someone loses their job, instead of going to a 
training program you give then 510,000 grand, and all the programs 
ar'e elirninat,?d and they go to some private place? 

SENIOR ADMINISTRATION OffICIAL: Secretary Reich i.s 
"larking on a consolidation of those programs and trying to basically 
provide -- empower the individuals themselves as to how to use those 
funds for job training. 

Q Well, it sounds like elimination, not 
consolidation. Aren't you just disappearing 

SENIOR ADMINISTRATION OffICIAL: Well, I think the 
funding is pretty much the same, but it's basically to try to cut 
ttlrouqh the 'Jaeious peogrDJns thell are out ::hen~ or. job ~;ri:linir.g and 
ley to go ciirectly to the people so they can US0 tl,is directly 
wi :.:hoGt hi:.vill<j to qo throuqh the bure,lucracy 

~! CIlt through or cut out? 

SENIOR ADMINISTRATION OFF'ICIAL: Well, they're cutting 
out a lot of the different operations. Let me- tell you, Secretary 
Reich will ~ive you a fuller briefing on the specifics of this, but 
this is one of the improvements that he's been looking for and trying 
to get money directly to people. 

Q This.is the sam'3 amount of money? 

Q How big a voucher would 

SENIOR ADHTNISTRATlON OFF'ICIAL: I clan' t knol->·. 

Q But is there a restriction on the money all must 
be used [or job training? 

SENIOR ADMINISTRATION OFFICIAL: That's correct. 

Q Can they start a business if they want to 

SENIOR ADMINISTRATION OFFICIAL: I believe it's for job 
t.raining. 

Q So it' S ,l voucher-. 

SENIOR ADMINISTRATION OfFICIAL: That's correct. 

Q It doesn't affect unemployment -

Q Did you say that's correct, it's a voucher? 

Q And what's the amount? 

SENIOR ADMINISTRATION OFFICIAL: On the -- I don't know. 
SENIOR ADMINISTRATION OfF'ICIAL: It's 52,000 to 53,000 

-- it will be between 52,000 and 53,000. 
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Q And would that be based on income? 

SENIOR ADMINISTRATION OFFICIAL: This is a further 
r'~fo::,m, rein'Jenting of a new reemployment option. Our initial one 
had consolidated several programs. This increases the consolidation 
-- dozens -- up to 60 programs. And it would still ask states -- it 
would still ask that there be consolidation, go to one place and know 
everything. But rather than even having to go to -- (inaudible) --to 
find out, th(~ grant certificate comes to you Dnd then you can go to 
one place to find out consumer information on what the best training 
opportunities are. There will still be standards, but as my 
colleague says, taking 60 different funding streams and 
consolidatinq, and empowering the individuaJ directly, and then 
having choice and information provided to them on th~ dil'ferent 
vClriety Qf: r'-~eJTIPloyment options. 

Q And ho",' much are those 60 pcogcaJTI$ wo~·tll now? 

SENIOR ADMINISTRATION OfFICIAL: 1 believe it is 
somewhere between SID billion and $13 billion. But as I said, I 
think the secretary will brief more detailed -

Q These are 60 programs that will disappeac? 

SENIOR ADMINISTRATION OFFICIAL: Their funding streams 
will be consolidated. 

Q So where's the savings? 

Q Their funding streams w.ill be consolidated? 

Q Where is the savings -- in administrative costs? 

Q Is there a price tag for 011 of t)lis stuff? 

SENIOR ADMINISTRATION OFFICIAL: I think I"lhdt W8 neeci to 
do is -- obviously, Secretary Reich has the more specifics on th8 
proposals, but I think you're eight, that you're basically taking 60 
pt'ograms and creating one funding stream. 

Q One program to replace them? 

SENIOR ADMINISTRATION OFFICIAL: That's correct. 

o Politically, you don't have trouble with saying 
you're eliminating programs, do you? 

SENIOR ADMINISTRATION OFFICIAL: No. 

Q That's what you're doing. 

SENIOR ADMINISTRATION OFFICIAL: That' 5 correct. We're 
consolidatin~l, and you're consolidating 

Q But you don't want to advertiAe it that way? 

:iF.:NTOR ADMINISTRATION On~ICIAL: Hmlt'.:ver YOll'd Jike to 
.( lcluqhter) -

Q This is worth $2,000 Lo 53,000 per person, this 
voucher? 

SENIOR ADMINISTRATION OFFICIAL: That's correct. 
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The main focus of this has been something that Secretary 
Reich has bel~n working on for a long time, which is basically to -
instead of having a number of different job training programs out 
there, to try to consolidate those and try to get it directly to 
people without having to go through the bureaucracy or the 
administration of a number of these different programs that operate 
on a number of different levels. I mean, everybody ::nows that we are 
dealir19 with a lot of very different programs that have a very mixed 
record of pe~formance. He's trying to consolidate it and get it 
directly to individuals. 

Q Well, consolidating suggests thGre will be tl 
consolidated federal program -- these people c;an go to a f8d81'al 
program to get the training; they still will hDve the opportunity, is 
thDt right? 

SENIOR ADMINISTRATION OFFICIAL: I believe that's the 
case -

Q What's the five-year COSt? 

o What's the overall cost of the tax cut -

SENIOR ADMINISTRATION OFFICIAL: Okay, on the tax cut 
itself, which is fully paid for, we are looking at approximately I 
mean, because obviously these numbers get scrubbed a little here or 
ther'e -- but $60 billion approximately with -

Q Over five years -

SENIOR ADMINISTRATION OFFICIAL: It's over a five-year 
number from '96 to 2000. 

We pay for the tax cuts in the following manner. Let me 
just make clear the context here because we are working on the fuller 
budget. We .lre still making decisions with regards to the fuller 
budget, which will be presented in February. There are more 
decisions to be made next week with regards to that budget. This is 
a piece of that budget that we're working with. 

I don't want to give the impression that this is al.1 of 
the budget. This is a piece of the budget that pays for the tax 
cuts. The piece that pays for the tax cuts is the following. Its 
restructurinq -- it's made up of two pieces. One is major 
restrllcturin~1 ill the following ~ge)lcies: Energy, HUD, Departnlent of 
Trilnspol:tation, GSA and the Office oj' r'~1.·50nnel. M'1n(I(lem,:nt. 'I'h,~ m,dn 
,'1"",15 l'Of" r'=~;tr:uct:uring involve !IIilnil~F=m'~r1t, :.:iqiH:I;)1incr t:p 011 J.(JVt'2JS 
OL m1.lllilq01T18nt., consolidation oC pj'ograms, p!·ivati:!J.ng lIIallY ot the 
proCj(',lms \·.. ithin these different depcirtments, i"lnd elllni.nat:ing some of 
the progt"ams as well. 

In Energy, for example, there's the elimination of a 
number of programs. But there's also the reducing of a lot of their 
layers of management and supervision. They do privatize as well, 
I'll give you an example -- the privatization is the petroleum 
reserve that they would move to try to privatize that. 

In HUD, Housing and Urban Development, there is a 
consolidation of the programs. Secretary Cisneros has developed a 
very large consolidation of programs, at HUD to basically focus all 
housing as well as economic development. Those are th~ two Drens 
Lh<J~ he warltS to focus the progrDms. 

Dep,1rtment of Tr'ansportDtion, the same thing. There i.s 
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some privatizing of some of the programs there, plus tightening up on 
management as well as the supervision levels there. 

Q. Which programs would be privatized in 
Transportation? 

SENIOR ADMINISTRATION OffICIAL: There's only -- the one 
thilt would b.O! spun off is the ilir traffic control oper,1tion. But 
there are others, and I don't want to get into all of the 
particulars. 

Q Do yOIl have an (=~:(lUlplc : ro::; HflD? 

SE~lIOR AD11INISTRATION OFfICIAL: Hun is basically, what 
I said -- it's consol idation of their programs into funds thilt are 
targeted at housing, at economic development. I think th0re's a 
couple other:3. But it really is major consolidation of programs. 
What he's done ilnd what he's recommended are to take whole areas 
thtLt now involve many different loan programs and trying to 
consolidate those. It's a really dramatic proposal. 

Q Just as an example, how much is the SPR and the ATC 
worth if they're sold off? What are your estimates here? 

SENIOR ADMINISTRATION OfFICIAL: J {lon'l.: know, ilnd I'll 
t~y to get you t)lat. 

GSA Ls the same. We're transferring il lot of the 
cGsponsibilil:ies to GSA back to agencies and there's some 
privatization that goes in at GSA as well. And the same thing is 
~rue for OPM where there's some training programs that are directed 
back to the agencies. But, nevertheless, there are some retirement 
programs that: continue to operate under OPM's control. 

Q How much is that worth? 

SENIOR ADMINISTRATION OI~FICIAL: All of that is worth 
approximately $24 billion. 

Q E',very::hing you've discussed? 

SE.NIOR ADMINISTRATION OffICIAL: Everything I've just 
discussed with regards to the agencies -

Q How many people would lose their jobs on that? 

SENIOR ADMINISTRATION OFFICIAL: I can't give you that 
estimate right now. 

Q Are these numbers over and above reinventing? 

SENIOR ADMINISTRATION OffICIAL: These are above a;:d 
beyond what -- I mean, you currently saw in reinventing government, 
this is a major effort at restructuring. In these agencies, I should 
t·jll you that you are looking at the same kind restructuring with 
)'8gards to ot.her tLgencies as well. The Vice Presid"mt will speak to 
thOlt on Monday when he returns [rom Russia. 

The second piece is to continue the freeze -- it's a 
hard freeze on spending, for an additional two years. Right now 
~here's a hard freeze on discretionary spending thilt goes through 
'98. \lie would continue the hard freeze on discretionary spending for 
'99 and the year 2000. That produces $52 billion in savings. The 
total of that is $76 billion, so we have at least $16 billion that we 
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can use out of the amount right now to help us with regards to the 
deficit that we'ce working on with a larger budget. 

Those are the pieces that we're looking at, and, again, 
I guess -- one thing I would remind everybody of is that there is a 
his\;ory here, obviously, for the President with t"egards to the 
middle-income tax cut. It's something that he advocated three years. 
The Vice President introduced, at one point, a major tax credit 
proposal with regards to children. The President endorsed the 
middle-class tax cut. The House passed it, and, as you may recall, 
when the Hou:;e passed it, every Republican House member but one voted 
against that bill. 

So it is a proposal that we've supported in the past; 
it's something the President supports. He feels he's building on 
what he already did with EITC and that it is -- it's consistent with 
the policies we've been trying to put in place as Pr8sici011t. 

Q Why the cut-off at age 13? 0t,y not just have it 
all Illinor children? 

SENIOR ADMINISTRATION OFFICIAL: I think wlwt he walltecl 
was to ti,rgel: kids in the 12-and-below area because those ilre re,dly 
where the CO~its, principal costs are with regards to caring for kids. 

Q When do the tax cuts take effect? Do they take 
effect beforE: the spending cuts? 

SENIOR ADMINISTRATION OffICIAL: When do the tax cutS 
t,1ke effect? 

Q Will they be retroactive January 1st? Is that part 
of Lhe plan? 

SENIOR ADMINISTRATION OFFICIAL: No, they'll start to 
take effect in January 1 of '96. 

Q How come it's less expensive to -

Q Wait, wait. January 1, '96? 

SENIOR ADMINISTRATION OFfICIAL: Right. That's what all 
the proposals have been. 

S~:NIOR ADr-1INlSTRATION OFrTCIAL: ThilL'S correct. 

Q Sir, if you (jon't have kids, you (Ion't need ~I'Y job 
trainjrl~, ancl already bougl,t your first home, whnt'$ in it for you. 

Q You're screwed. (Laughter. 

SENIOR ADMINISTRATION OFFICIAL: I think it's fair to 
say if you w,mt to save for your retirement, or if you want to save 
for education. 

Q You have no one to save for. If you're a single 
person and you own (l home -

SENIOR ADMINISTRATION O~FICIAL: And you want to save 
for your retirement, you 

Q So you only get a retirement benefit out of this? 

Q Why are you so much more specific about the tax 
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cu~s thao you a~e about the details in spending cuts? Is it ~ecause 


the details of the spending cuts haven't been decided yet or because 


saHO:<' liD~I'1:STRJI7IO:1 OFFICIAL: No, they've fully bee:) 

declded, and '><hat we ~:a:it -:::0 d::. is basically provide a mo.re o;pec!.f:ic 

brjefing ·,.;~th all of '.;f'8 Sec:--e-:.aries i:w:::>lved ir] d-,·?s.? dep8rt[l1(,;:r1l;s 

Lh0t wmdd provide 21: of :;h~ p<lrti~~lurs ",ir.1l regtlub co i;h,H;. 


SENIOR ADMIN!STRA.:'!ON OETIC!AL: r maar:, these decisions 

have all been made. The Secretaries have all made them, and they're 

preparing a briefing on that. 


o And when is ~hat brief:r.g qoi~g to be? Today? 

Tomorrow? 


seNIOR ADMIN1STR.!\TION OFtICJl..L: vle' :.1 :;rovi.do SOl'18 of 

':b:; oeta2-1s :::omorrow, but the Vice ?reslde;;t ":o'Jld .1 iks tc preSo!.l:lt 

::hcm on t'londay when he returns feolt Russia. 


Q But this is all the details fo::- :':0:1 1.. 9h (: , though? 

SENIOR AOM!NISTRATION OFFICIAL: That's C¢frec~. 

Q Now, is the $16 billion extra going to deticic 

reduction? 


n \\hy d~::: yOU de::::c.e "gelnsl {~liminaLing the Cabi"'::,; 

cl(J<:}nCles or ::oltin:-,e ::r.~t::? 


ss:nOR A:JMH:ISTR".TlO~ OFF'ICIAL; Look, ! think - 

because, fra:1kly, we werer.'t doing this fo: show, we wefe doing chis 

on t;he oasi s of trying to' me).;e gooe. policy aecLSlons abou:: how we 

CQulci save money in e,ach oi tr.ese agencies. Ei:>ch one or these 

agencies still have major functions that their responsible for. ror 

e}:ample, the Department of Energy r.as all of the naclear cleanup 

responsibili':ies, ,hat needs to be done, has to be done, Just to 

simply move :hat to ano::.he:c agency doesr.' t save money,' it:' $ basically 

shift.lng blocks from on~ place tc ;);)cther. 


If the Dt.'lpartmenc: of Trt.n3po:t::l:.:iofl hod tLe 

responsibil.i.t.y for' that r,nd ",e deddeo _t ""as iLpo:::'tant to keep it 

there. In ::h€ Department: of Tr;:::nsportaticn they have majo:: 

responsib.;.li:ies with regards to sa:ety, and we okgn: not to jL.st 

simply walk away from those or try to tra:1st'er them someplace else; 

th8Y have Lh"t responsibility. 


Same thing is true wIth regards to :he Department of 

HurL A::xi opr~ !"las ::-esponsibility for handling retire:ne:1t programs for 

federal employees. We v;ould have to transfer that responsibility 

someplace e:::,e. So our feelIng 11as, let's do the 111;:,:or .cestructuring 

th<1t :mprove!i each of these departments, but alJo-w them '..:00 cper;:;te

th,~ :"G2p::;rs:'bil':'cies t~Hlt: they realJy hove jt:risdit:t:or, ovo::" ar,d r_av2 

i~;.;p(:!·:..ise i:1. ',hat was :..he approach we took, 


Q 1'ech;)icdlly, where do yOi,l break middle cl.:::.ss? 

Se:NIOR ADMINISTRATION OFfICIAL: Juse one second, On 

::.he pob:: of if you didn't t1ave children ~- by lifting it from 

$70,000 ~o S100.000, it allows d lot more people to get an IRA for 
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lhoir retirQment, but it also would aLlow somebody Cdrrent -- even 
b.estoes l.:hat, t!1e 1M woulc be all::wed to be csed foc C<ltflst:fophic 
rnealcal expense, for lO:1g-te::m u:)er.:ployment. And then also the 
education ~- the education deduction could also be used for anybody 
who loses the:r job and needs to go back =o~ a certified ecucatiQn 
prot;ram, 

So there are several ways that somebody in that 
situation, who already had their first home and didn't have young 
children \·;ould still benefit. There's alsO beir!g ..bie to include 
helping their children save for tilese. So I ;::hink it covecs quite il

lot for workin~ families. 

o Where does the mi~dle class b~e~k? And ~hen, how 
much of the SGO billier: goes LO thc-se ::'elOhl that :niddle cl$sS break? 

Si::NIO::' ADMPE STR.>l..:'10N OFFIC!AL: T;,a:;:: 's your qt;.es~ion, 

Q You're saying t:~e top is $75,000, rigl'.t:? Ycu'~<e 

say'i;-,g tne top is $75, COCl, w))at:' 5 the- ))otr.om of the wi,idle class and 
how HI'..l::r: 9o(:~; to ;;hose be~ow the bO';:tom? 

SEN!Ofl. ADM1!ESTRAI10!..J OfFIC!:AL: vi'ell, eM EliC is " 
program w~'v.; put in ,ind that basic,dly phases out ;;1; ,lboUL $28,QOO, 
All. or thes8 w111 be ,!vfli~i:Jble LO p,~ople ~lho iHG ",l)QV,'il t:haL level. 

Q So thnt's your de£1nitxon of whe is eliqxble? 

Q So basically you're saYlng people below $28,000 
won't benefit; because they're ulready in that negative ~-

SENIOR ADMINISTRATION Of'FICIAL: They've got the EITe. 

Q So everybody above the EITe, the $500 tax credit 
fOr kids undi!r 12? 

SEnIOR ADMINISTRATION OfFICIAL: That will ::1ot be dvai!~ble to people 
who C]et the 1:11C, It will be available -

o The reasor. [or the age limit on kids -- is there 
iI::ly difference in that -~ is there any ~eason fo:, that and the reason 
behind the income limits? I mean, aren't they both basically 
desig::1e:j to deal wit:'1 the amount of mO::ley you feel you hav€! 
available? 

SEKIOR l\Jr·::tHSTRA;IO~~ OFF:::;lAL: Ne:l, they ~asicalJ yare idmed ae -
agaln, :::'a P:.:esidcnt felt ~t::et Xl was lFporti;in~ to target :;.re ':ax 
c:::e~its 0.'1 t.'lG :a::'..l-lies that :"eally have ~::e :-.osl:. cos::::: '... i::t: ::,zga:-ds 
to kids .;ll; tha:: level. iie really ",,;dr:t.;,d ~.O ::flr~j~:' 1:'1:;'':1. ,':!r.(i, 
o:::v2-ously, it pal:t of ~::€ consid8ratlon or L,," reSO'.H:;':es ChilL are 
a'J"':.12o:,~ ..lr.en you t<1rs,,,t 'n:yth.:.r.g, Ot~enli$~~ YO\l<d {J:.vt;: ,1 let to 
,=,;e,y:::ccj. ~3u;; that Wo!l5 the F\'ll,: :'Oil50:1. 

7HZ PRESS: '!.'hank yO:1. 

2:1D5:50 ? M. EST 
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Tf:E ..mITE HOUSE 

Office of the Press Secretary 

Decen;!)er' IS, 1994 

81\CKGROUND BRIEFING 
BY 

SfWIOR ADt-lINISTR.l:I.TION OFrICIAL 
ON PRESIDENT'S SPEECH 

The west W:..,r.g 

4:SS P.M. ESi 

SS!'l!OR AOmmSTRATION Ofr:::::IAL: The President :!,$ 
basically going ';;0 do some t)lain talking \~it:h the people 0: the 
Uoited States this evening, He basically wants ::'0 talk about what 
this country is about and its strengths, He also wants to talk about 
tlH.' cflalleng,es that are confror:ting it, the problems that: arB facing 
particuliHly wor).:i:)g :'tlm~lies in the m:ddle cJ",ss in this country. 

He a:'so WCl;)ts to l~H;Jic.ilte what st:>.?ps he ;,$ going to 
recommend to try to deal with ehe prOblems that working filmilies are 
:M:tng iJfW oww !It) would like to work w:th Lhe (;on.;:'(::s5 :'0 get Lf:eS€ 
t.fn;)()S dOthi:' A:1d ther., lastly, he's also 'JOl.ng to talk about steps 
that ;::ltize,,~; have to take in order to really have the American Dream 
CO:IJG alive 11\101" :0::: :;:;e::: He live;:! the American Dream; he's gcnng 
to 2Vy t:'led;: 1:0 the A."Lcricvn people, and he wants others to be1iQve ,~L 

it aga:.r. ;;;$ \'Jell. 

IJith re9ard to the sPGcifl.cs, the m,;lin problems t!1~lt: are 
faci:1q working families rig-he now are really three in termS 0'( 
fina::)C':£ll -- cough flnancial decisions' One, how to pay fOl: the 
edl.:cot.:.o:') of your children; tltl(,), p4ying fer u] sing <! child: 3:')C 
t:lrec;, f<'v:ng :for bnsicnlly fit·st-ho;lF'; pu,ccha'>3s 

'The steps that nre being recommended are the fcllowir.g: 
O~e. h;.1's going to recommend -- there are Lout' lce~s :;'0 the pro;::.osal 
that he's recommending to try to hel? working Americans, One is t~at 
coUege Lllltion would be tax deductible, And he' s going to l'efer to 
tha fact that. since a mortgage intere::>::' dedt.:ction is dedt.:c:tible 
because we \1(,nt people to own homes. v,e ought te, make coll,,;!lj": t-,j2-ti-or: 
deducu.ble b€!cause we want people ::'0 go to col1Qge. 

Q Unlimited? 

SetHOR AOMHHSTAATION Of'f:CIAL: Thece is a -- what he's 
proposing is tha,: tunion for co! :Cge, comtudty co:~e9ti1, gr!:lciue'!:e 
schools be fvlly deductib10 up to $10, ceo fl y<,:<,!' ;;0:: u;ffi,,,Ue,, m<)!<;Ul\l 
up to S120,DCC a yoar. 

The second cecommendat.ion lS thoe he W0.nts to help 
middle-class rawilies raise' their children -~ 
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Q This doesn't include vocational education? 

S8NIOR ADMINISTRATION OFF'TCIAL: Yes, it does. 
VocatiorHll education and worker: retraining. 

Q So it's college and vocational education? 

SENIOR ADMINISTRATION OfFICIAL: It's college, community 
college, graduate schools, professional schools, voc-eei, worker 
retraining. 

Two, middle class families L'aising their children, so he 
wants to cut; taxes for children under 13 -- in other words, 12 and 
under. And that tax credit would be available to any family whose 
income is less than $75,000 -- isn't it? 

Q That's a tax credit? 

SENIOR ,'\DMINISTRATION OffICIAL: Tllat's a child tax 
credit. 

Q Per child? 

Q Up to S5QQ? 

SENIOR ADMINISTRATION OFfICIAL: Per child. 

Q $500 per child tax credit for families making 
$75,OOQ? 

Q Or less. 

SENIOR ADMINISTRATION OfFICIAL: Three, he again wants 
to help middle-income families, so with regard to saving money he 
wants to ere,He savings incentives. He wants every American to be 
able to put :~2, 000 a year tax-free in an [RA and be able t.:o -- then 
withdraw tha,: money tax free for education, medical expenses, 
purchase of ~ first home. 

Q Any medical, or just catastrophic? 

SENIOR ADMINISTRATION OFFICIAL: CCltastL'ophic. Ptll'chase;: 
of oil first home and the care of an eldecly parent. And then, 
fourthly -

Q And there's a cap on how much can be withdrawn 
without penalty? 

SSNIOR ADMINISTRII,.TION Or"FlCIAL: Is Lh0re a cap on )IOW 
much can be lvithdrawn? 

Q Is this available to everybody, or just to certain 
income groups? 

SENIOR ADMINISTRATION OFFICIAL: Families up to 
$100,000; individuals up to $70,000. 

SENIOR ADMINISTRATION OFFICIAL: And fourth, he 
basically wants t.:o consolidate all of the different training programs 
that the government now has and provide a voucher to improve job 
training if somebody loses their job or wants a better one, so that 
we begin to consolidate those programs as part of it. 

He basically is going to take the training programs 
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secretary Reich is r.ecommending consolidation of the training 

programs -- and trying to provide vouchers directly to jndividuals 

th~t want job training. 


The proposals themselves on the tax cut side -- we 

estimate the cost, and you've got to be -- it's approximate; it's 

about 560 billion for five years. five year cost, 560 billion. They 

are fully paid for in the package. And I'll go over that, but every 

-- there's nothing added to the deficit. As a matter of fact, we 

actually get some additional deficit reduction in the package that 

we're presenting. 


The savings themselves for the pay-goes come from two 

areas. One is major restructuring of government agencies -- the 

following agencies: Energy, HUD, Department of Transportation, GSA, 

and OPM. This is the beginning of a process -- these are actually 

the iirst five in agencies to go through this restructuring process. 

They'll be -- \-ie're going to ask otllers to do the same. 


Q Is this something that would have happened anyway? 

SENIOR ADMINISTRATION OffICIAL: Most of these were --we 

were asking them to look at their operations to begin with. But 

obviously, it is something that is part of the REGO effort, the 

restructuring of government effort. It's basically targeted at 

mantlgement n~structuring, consolidation of proqrilms, privatizing of 

some 01 the programs in these agencies, as well ilS eliminating somr,;! 

of the programs that these agencies h.'lve. 


for example, in Energy, we are eliminating some 

prog!.·ams. They are basically reducing the layers of ma:1iJgement; 

they've got a lot of management and supervision layers there. And 

they're also going to be privatizing some of the programs at EneL·gy. 


At HUD, you're looking at mainly consolidation of 

programs. Secretary Cisneros is recommending some pretty dramatic 

consolidation of programs so that they're targeted at housing and 

economic clev,,,,lopment. And the same thing is true for these other 

agencies. 


So that's one piece of it. The secone! piece of it -

Q How expensive? 

SENIOR ADMINISTRATION OFfICIAL: That piece saves about 

524 billion. 


The second piece is to continue a hard freeze in 

discretion,lry spending through 2000. We currently hiwe a hard fre(~ze 


in plac0 through Fiscal Year '98 as part of the $SOO-l)lliion deficit 

reduction program. We woul.d extend that hard" freeze for: an 

ildditioTl(.ll ::"dO years, which picks up 552 billion. And you've gOt 

some additional deficit reduction on top of that. 


Now, let me mar:e clear that this !··"pl"eSent.:s t.:he portion 

that rel.ates to the tax cuts and how we're paj'ing for lhe tax cuts. 

We have s~ill not made all of our clecisiollS with regard to th~ 

budget, and those will be presented, obviously, in tIle fuller iJudget. 


Q This is 576 billion in savings? 

SENIOR ADMINISTRATION OFfICIAL: This is 576 billion in 

savings. 
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Q And so the $60 billion will pay for the tax cut - 

SENIOR ADMINISTRATION Ot"TICIAL: That;'s correct. 

Q and $16 billion will pay for additional deficit 
reduction. 

SENIOR ADMINISTRATION OFfICIAL: It helps us in the 
deficit picture. W~'re going to have to do more on the deficit 
picture, and we're going to be working through those decisions next 
week. 

Q Now, is it fair to say if you didn't have any tax 
cuts, you would have been able to save $76 billion in deficit 
reduction? (Laughter. ) 

SENIOR ADMINISTRl\TION OFfICIAL: [ want to go '·duh." 

(Laught~r. ) The answer IS yes. 


Q If you were to have done this -- would you have 
done this anyway? 

SENIOR ADMINISTRATION OFFICIAL: Pardon me. 

Q Would you have done this anyway? I mean, the tax 
cuts. 

SENIOR ADMINISTRATION OFfICIAL: No. Clearly, we were 
pushing for major restructuring in government programs. And the 
additional i;::eeze is something we were considering. 

Q Are you going to have any actLlal text (or liS that 
we can get into the broadcast of what the I?resicicnt is saying. 

SENIOR ADMINISTRATION OFFICIAL: Excerpts. We're 
working on that. 

Q Okay, because it's getting we're getting - 

SENIOR ADMINISTRATION OFFICIAL: know. 

SEiHOR ADMINISTRATION OFfICIAL: We've got a summary of 
what it means for a family, a four-person family with $50,000 of wage 
and salary irlcome. And, my colleague will walk through th~s~ 
quicUy. 

SENIOR ADMINISTRATION OFFICIAL: 'l'h,"se are examples of 
four-person filmily, $50,000 of wage and salary income, $7,500 of 
itemized deduction and four personal exemptions which add up to 
$10,000. 

Q That's current? That's current circumstance and 
now you're going to go to the scenario is what ;-Iould happen to them 
as a result of these proposals? 

SENIOR ADMINISTRATION OFFICIAL: Correct. So case one, 
both children, 12 or under, that means they're going to get $1,000 
tax credit, two-S500 credits -- that's a 21 perCe!lt reduction. 

Both children over 12, so th8Y cion' I; ge~ ,Iny chi Ld 
credit, but they get educational expenses in excess of $10,000, so 
they get the full $10,000 deduction. 

Q But that means like they'd have to -- this is sort 
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of if you can put your kid in pr-ivate school Or put your kid 

SENIOR ADMINISTRATION "OFF'ICIAL: for college. 

Q 13'Jt this is childl' €!:1 over 12 arer.' t 1:1 ~ol.lege. 

Q But basically for people wi~h yo~ng ~eenagers 
be~ween 12 and 18 ~nless they're in college, they don't get anyt~ing, 

SENIOR ADMINISTRATION OFFICiAL; No, Look at cas~ 
three. They can put money in an IRA, can save for college or for a 
til'st home or wha::.evec-

Q $50,000 -- t.hey elm all do that Oll ,) $50,000 
n~ilught8r.) Okay. 

SENIOR ACr.;iNISTfU\TION OfFICIALt I ~hin,:: ttl",:; the rGason 
wr:.y peop:'e:, rilly it's hare for ::'he::! to save tor the retireme:1t is 
beCause ::hey're usually (;tlready 5<1V1:19 fOr, you know, trying ::'0 $a':O~: 

for college !)c something, So this maf;8s it €'zceedim]ly easie-r for a 
family who W3S trying to put away -- i' mean, a lot of people making 
550,000 are trying to put away $o:n~ money for their kids educat;.io:1. 
-,'~_"t would h<;<lp any of those fa:>',ilies. ' 

Q .l\nd then the reason we dui chlldren 12 and l,mder !IS 

Ol)posed [0 18 and under is because most oj' [h<lt money, you J'l,glll:e, 
ne,~(is to go fDr child care? 

SENIOR ADMHlISTRATION OFfICIAL: Yes. 

SENIOR ADM!N!STRA'flON OFflCIAL: targeL~d, you know, 
~he caring of kids at home. 

Q Let ;.,e ask a question. Or. the th:rd ;;bbg --S2,{)OO 
:!1ey can puc: in;;o ar: IR.;;. Rig:'t? 

Q Per child? 

SENIOR ADMINIS7RATION OrFICIA~: No. It's just -- we've 

Q Is that for anybody? 

SENIOR ADMiNISTRATION OfFICIAL: Anybody. 

Q Anybody with $ family l:1c:)71e of S100.00G on::: 
indiv1~uaLs ~c S'CrOOe? 

Q So cr,is thirct thIng ever net'e, wr;e::e you're say3.r.g 

SENIOR ADMlNISTRATION OfF!CIAL: It could be either - 
you c.m eithier have children Qr it could be a family wi th no children 
-- that third example, 

SENIOR ADMINISTR}\TION OFFICIAL·: Right now, an lRJ\, yo\) 

C('ln put $2,000 ir1 if Y"llf lncome is up to $~O, 000, phasing up to 
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$-12,000, but you can only use it for retiremer.t. If you ;;ake it: out 

before 59-1(2, you face a penalty. This does twO good things for 

middle-class families. One, instead of being $40,000 as the limit, 

it raises it significantly to almost $100,000, so it includes a lot 

more middle-~lass families. Secondly, it has a whole other category 

besides retit'ement that you can take it out penalty-free for. 


Q But the maximum contribution is sl;ill $2,OOO? 

SENIOR ADMINISTRATION OFFICIAL: That's correct. 

Q? for the family or for the individual? 

SSNIOR ADMINISTRATION OfFICIAL: Par the i:1diviciual. 

Q What government services, on'~ Of LWO, of the top 

ones that Alll,=ricans enjoy are going to privatized? What services the 

peopJe would recognize ar8 on the privatizaUon list? 


SENIOR ADMINISTRATION OFFICIAL: Well, let me give you 

jLlo;~ one example which would be that, for examp.l.e, the petro.l.eum 

reserve that currently is under the Energy Depilrtrnent's control. 

Tlwt' 5 being suggested for privatizing. 


Q I mean, what would that mean? It would just be 

privately managed? 


SENIOR ADMINISTRATION OFFICIAL: Yes. 

Q 'But the government would still own the oil, right? 

SENIOR ADMINISTRATION OFFICIAL: The government coule! 

still have access to tile oiL but the -- it would basically be 

operated in a private sector basis. In other words, the private 

sector would basically manage the field. We would still have the 

llbilicy to g(~t access and draw from it. But right now we're running 

that whole operation out there. 


Q Nothing far-reaching like air traffic control or 

tllG National Weather Service or - 

SENIOR r~DMINISTRATTON OF"FrClId,: ,Th,.;r~ ,,)7;:> ~~ I ml~i"':1, 


we're lookinq at a series 01' those proposals, illlc! L tnil1)-: we -- whtlt 

we want to do is basically pr'ovide a mo.re in-depth In·i0f.ing on ,d1 of 

tllClL when we get .into the pilr~icular ci8paL"~JIlen~s. 


Q Is this tomorrow we're talking about or - 

SENIOR ADMINISTRATION OFFICIAL: I think some of it will 

be tomorrow. A lot of it will be over the weekend. 


Q Over the weekend? 

SENIOR ADMINISTRATION OFFICIAL: Probably Monday is when 

we want to do a rnCljor briefing on all of the departments, as well as 


I mean, the Vice President's back then frOIll Russia. alld wants to 

be.; :,b.le to p':'ovide a fuller bL"iefing 011 the r:<?strllcture. 


Q But would that go beyond monies needed to COVElr 

this $76 billion. 


SENIOR ADMINISTRATION OFFICIAL: I think it's mainly. 

going to be the restructuring there plus some of the additional stuff 

they want to do with regards to other departments. 
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Q When was the final package finalized, crossing the 
last t's and dotting the final i's, numbers for all of this? 

SENIOR ADMINISTRAT[QN OFtTCIF-d,: The decisiorls by the 
Pr~sicj~nt W8(e basic,iJ.ly conclucj~d Yf.;stcrciay, 

Q Yesterday morning? 


SENIOR ADMINISTRATION OFFICIAL: Yes, on the tax pieces 

and the numbers, obviously, were worked through today. 

Q All the details on the 100,000 - 

THE PRESS: Thank you. 

END5:10 P.M. EST 
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THE WHITE HOUSE 

Office of the Press Secretary 

For Tmrnedia te Rele{lse December 16, 1991\ 

PRESS BRIEFING 
BY 

SECRETT,RY Of L1'd30R B08 REICH, 
SECRETAHY or TREASLJ1W LLOYD m.:t~TS[n, 


SECRETARY or EDUCATIO~: RICHT~RD HILEY, 

AND CHIEF OF STAfF LEON r/'l.NETTA 


The Briefing Room 

11:18 A.M. CST 

MR. PANETTA: Thank you. The purpose ot: this briefing 
is to provide 8veryone with greater details on the proposals thClt 
were described by the President last night, particularly the tax and 
tl"aining plJns that are part of the Middle Class Bill of Rights. 

Secretary Bentsen will discuss th,= President's tax 
proposals, and Secretaries Rei"eh and Riley ':.'ill describe the 
President's training and education initiatives. On Monday, the Vice 
l>resident wLll provide greater details on the dramatic L'eiorms that 
the President is p~oposing for major departments and agencies, not 
on] y those that are being used for paying for the t<'lX cuts, but the 
broaeJer p~'oposals that will affect othe.::- agencies and departments, 

Last night the President really eLici speak LJ'om tl1.:= hc;a::-t 
directly to Amecica's working families about tii0il' r;o:~ce:':1s."nd ilbm:t 
theic hop~"s for the future. As many of you know, th,is W<tS tl'Ul.y his 
spe8ch. This was a speech that he essentially dictated into a t<'lpe 
hirn5e1f. W,~ used that to basically then prepare a final speech, 
which hci then ::-eworked for the address that he gave, So this truJ.y 
was his spe'2ch, his words, and he very much wanted to communicate hi:s 
convictions to the American people, And he is deeply gratified by 
the re<tct:ion that has come into the White House as a result of the 
speech. 

Q What has that been? 

MR, PANETTA: It's been ve~y good, been very good. 

The President has said there is rnOl'e ill Am'2J:,ica that 
uni~es tIS than divides us; we need to bring the country together and 
we c,ln' tie,,: the voices of anger drown out the need ior dialogue 
aJTIong all p.=ople. And he feels that, I think, very deeply. 

The President's Middle Class Bill of Rights is targeted 
towards the fundamental needs and concerns of middle-income working 
families. I-Je've said the biggest financial strains that face working 
families in this country is how do they pay for the education for 
c.ltildreOl, how do they pay for raising their children, buying a first 
home, payinq for the kind of c,ltastrophic illness that Celn affect 
every famil:{. Those are the ::-eal needs faCing wod:ing [alnilics, dnd, 
it was to those needs that the President addressed this I)ian. 
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The President has been saying [or three years that ~he 


tax code is unfair to middle-income Americans and that they needed to 

have a tax cut to help them meet their families needs. The first 

step came last year', as he pointed out, with the earned income tax 

credit [or 15 million families. That proposal was enacted as part of 

the economic plan. This proposal completes the fulfillment of the 

promise thOlt: the Pl'esident hOlS made. 


These proposals are fully paid for by reducing 

government Clnd cutting spending. They're targeted at middle-income 

working families, and frankly, the Republicans, in contrast, have yet 

to say how their proposals are paid for. Some of them approaching 

almost 5300 billion in promises, and they provide enormOus and 

unneecJeci benefits to those [It the upper-income brackets. 


The tax cut, as I said, is fully paici for by the 

President's e:fort to reinvent government by making it smaller and 

:!lore ettective. \-'/e've already reduced £ede~'al employment in the 

government by 272,000, the lowest level in 30 years. 


The steps we are now taking milke radical re I~'orms in 

three departments and two agencies, and thilt is just the beginning. 

The Preslder,t has directed the Vice President to review the other 

departments and agencies, as well as to find additional savings and 

reforms. We intend to continue that effort to reduce Lhe deficit and 

make governrr,ent smaller and more efficient. The savings we are using 

to pay for the tax cuts are specific and real. 


AS you know, there is 524 billion in savings from 

reforms in the Departments of Energy, Housing and Orban Oevelopment, 

arld Transportation, as well as the General Services A~ministration 


and the Office of Personnel Management. In addition, by extending 

the hard freeze on discretionary spending for two additional years in 

the $500-billion deficit reduction package that we enactecl, there W2lS 

,l free2e on discretionary spending for five years, basically holding 

spending at the '93 levels for '94, '95, '96, '97 and '98. 


We are extending that hard freeze on discretionary 

spending for 1999 and the yeal' 2000. That produces, in and of 

itself, 552 billion in savings. We will specify, as we have always 

had to sp'~cify when it comes to that kind of hard fre0Zt~, exactly how 

those savings will be achieved in the budget we present to the 

Congress. We've had to do that the last two years; we will do that 

with regards to the specifics here for '9~ and 2000 as well. 


I would urge you I would urge you to hold the 

Republictlll proposals to the same kind of test that we hav~ met in tile. 

proposals that the President has presented. Are they tClrgeted to the 

middle class? Are they targeted to working families in this country? 

Are they fully and honestly paid for so that the deficit does not 

inc.ease? Fundamental tests we worked on these last twO years is to 

reduc~ that deficit. We've got 5700 billion in deficit reduction. 

It is essential thOlt nothing be done here to increase that deficit. 

If they meet those t~sts I think we will be al)Le to work together and 

we will be iJble to assist the middle class and keep the economy 

moving forward. 


In the end, ladies and gentlemen, as the P.esident said, 

this is about the American Dream. He feels he has lived the American 

Dream; he wants to make sure that others believe it again for 

themselves and for their children. 


Let me introduce Secretary Bentsen. 
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SECRETARY BENTSEN: Thank you very much. Good morning. 
During the last two years one of my primary objectives has been to 
support the President in cutting that deficit, and we have cut it by 
SB7 billion over those t'.-.IO years. t'l.ncl we're not Cjoing to spend one 
cent of that; we're not going to l~t that be turned back. I sat 
through those 10n0 sessions as we made t;he tough choices ,IS to where 
we're going to make those cuts, and we cannot see a situation where 
we see it turn to something that is rosy scenarios. We saw that in 
1981. and we saw a situation where the deficit -- i: yO\~ could do 
a\~(jy ·.-.Iith the increase in the deficit from 1981 to 1992 and the 
interest we paid on that, we would have had a balanced budget and in 
this coming fiscal year, would have a S50 billion surplus. And I 
insist that we continue on that, and the President is strongly for 
it. 

Let me say this, that in this proposal we're making we 
get specific in where those cuts are going to be made. As we look at 
what we're seeing from some of the others and some 01 the Republican 
proposals, some of those increase that deficit and increase it 
substantially. 

The President had the right priority two years ago when 
he started with a deficit reduction. And because we are ahead of 
schedule in OU1' progress on that, because we h8ve been 8ble to 
downsize this government and are going to continue to do that, he is 
now re8dy to fulfill his promise on a middle-income ttlX cut. He is 
(llso ready to fulfill the promise, the specific child tax credit, (lnd 
now let the taxpayers benefit from what we've been able to 
accomplish. 

What you heard last night were proposals that have long 
been Democratic proposals: IRAs -- J worked on IMs from the day I 
went La the United Slates Senate. W~ passed it in 1974. in '7G we 
expanded it to nonworking spouses. In 1981 we increased the "mount 
t;h"t COllld be contributed to S2,000. And we tried oUler things 
~tHOlJgh the years. You look at th~ President's ll<A peopo':;;:ll. It is 
very simi.lar to the one in H.R. 11 Lh8t had the Bentsen-I<oth IRA 
proposal in it. It passed both the House and the Senate with a 
majority supporting it -- bipartisan -- but it was vetoed by 
Presicient Bush. 

Or take the tax credits for children. Vice President 
Gore and I proposed such things in 1992, and President Bush vetoed 
it. Pn~sidetlt Clinton promised that in his campaign, anc! we have now 
n~ached the fJoint in fiscal responsibility where we can do it and we 
can pay for it. 

On the education proposal, let me show you a chart. Let: 
me show you the drag on families insofar as paying for college 
education. In 1980, if they went to a public college, it was 11 
percent of tneir income. If they went to a private college it was 26 
percent. In 1992 it has gone up to 15 percent in a public college, 
and 40 perce:1t if they're going to a private college. They just 
can't hump that, middle-income folks. And that's what we're 
providing for in assisting in this educational proposal, that you get 
11 510,000 deduction j'or expenses, as !lluch as that, ,i,n going to 
coll~ge. 

Let me also get into the point as to who is being helped 
in this regard. In the shaee of the ta!: cu::s 1,.1Oi;:g : 0 :nicidle-income 
families, under the President's proposal. 87 percerl" or Lhat goes to 
people making incomes under S100,000. In the Republican contract, 46 
percent of i: goes to that. Now, who do you think is u'ying to take 
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care 01' lI!i;:dl~-incotUe fall'Li.ies? 

You've neard this, but I want to repeat .: c. ?r.e: or.€! 
thing we dcr.'t want to see done is what happened in 1981 wit:--t ':he 
ovorly optimistic assumptions taking place that ended up in a biddlng 
'dar, a great ~ig competition to see who could cut taxes t.he mos:; and 
not pay :or it,: -- the present of the Congress in '81. r1e can;'jOc and 
we will not let that happen. 

So this is where we're talking about having a 
responsible progr<'im, a p~id-for program, and not one penny of 
increase in that deficit. We've learned that lesson. h'e've cc::!€ too 
(''If In this budget deficit cutting to let. ch., ne~:1.:. CO!1g:ress [ucn back 
ar;d S-;:in'c cooking the books. The P:-esiden;: \-.lE.n-:s to make LhLngs fair 
l-!ithol.Jt cooJo.ing those books, <J.nd tb.et's the \-.lay to GO i::, 

I'd like to turf". now to Sec.::e::ilry Hei::r., who is showing 
ilis gr\i)ilt. int:r:!rest and his s::1"ong ::ee';"i:-,g abou:::. education 2nd 
LrLlininq, .'lnd wh<lt' s belng done lr. th",s to ::<1ke C2d:'e of it. 

seCRETARY RSICH: ;"811, :r.a!1K yO'J '.fe:::y m:lch, Mr, 
~;,:t;;(I;.1t:"r·y. L(;lt me just say :.::---",t tne Secc'~t2:::'y h2S l.nciiLal:2d two 
in7lJOJ' "r0':;'~ of contrasts be:"h"J<e" :::};e ?resice;:t's pJ2Hl 2nd 'dh,:,t th'~ 

l\epubliciJiiS haVe so ;.."ar p:.lt L:P, 7;-,2t :'5, ere, Usc~ll r~sponsibilit:y 

-- wQ'(\~ talking h::)Ot:t how :::'s paid for; '-hey ilren'c And number 
two, who comes til.'s:,:, t:e':rQ u,'::'::u:g abo-lt wo:ki,;H.l pAopJe coming 
firs \.: . -. 

au::: there :".5 a :::hi::-::.i point of CO:1trasc H has to do 
with o-ducat.J.on and job rraini:1g. It has to do with the way in which 
workin9 pGople ':'r. this country can ::-eally get ahead. There's a great 
gap in th-i$ country eight new, $ind it's a growing gap. You all knm.: 
it; everybody knows -it now. Ie's rela~ed to education, It's a wage 
gap ~nd a benefit gap that i$ growio9 IE you h~ve good education 
and good training, you're not: guaranteed a good job, but you have a 
good shot at a good job. If you con't have adequ~i1:e education and 
training, you're on a downward escalator. 

T;;is has beer, going en for 15 years. This is why '.:he 
PresiC:O:1l, when he W;;iS governor oi Arkansos, Node Gd\lcation c'he 
centerpIece of his strategy as governor, took on ,<J. lot 0,,' special 
interc$ts, ThiS is why chis president, when he C,f.;ne \:0 ofC:ce, made 
eccc,;Lion anc' co t::<lining ~,nd hwm~!(l resource developmp.nt; the 
cer.Lerpioce 0 n:s campil,ign; Hanting to do a lot, ;::o\;lor:' t ~'O qu.ite 
t,S I1IJcr, ",S !'i!? wanted because of that huge 'lobt: t~a:: we ~r:~eritec:, 

!ih'ccho.c Riley and 1 and che llre",;':':!en!: hbve ac:;:oll1pll.'$;"~d 

r, 10l OVth' the lvst two )lcst's, Thcre has been a lot 01' bic,!rtisa:l 
'3uppcn:: for 2C:Uc;ltion Dno job training, h lot of !\!tl'-::'~caj" don't 
know U-'t; ~hings >1e accompUshed because it ...w~ t)ip{II'l:i:HI,' and :?(~("';f:use 

;):pt,::dsar:ship doesn' I: make such a good spect:<'lt:o::: :spo::::. BlAt £j lot. 
was <lo(',.;, llnd ?l lot wi 11 be done 

Le;.: l1Ie JUSt refer, i: I may, 'to tr:is ehfit;:: oY'"r hGre. 
This chart: n1\fe1's to thi!!: gap tha~ I re:erred to a ;;10ment ago -- th'= 
9row1ng gap in wa'Jes, When people who have collegE! degrees and 
people who have Iess \:han high school -- these are men over here: 
these are women over here -- you can see that ODe of the hig success 
stories SlrtCe 1979 has been women who have colleg~ degrees, but they 
still have a lot to catch up with rega.rd to men. 

The point is, though, that this gap is growing wider and 
wider. It's one of the most important, most troubling factor'S behind 
tM hollowing out of the Alr..erican middle class, It is vit;<;llly 
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i:!lpon:ilnt thOlt we give every'working Americcln the tools with which to 

prosp',H in this very different economy -- based 0:1 technology, based 

on global tr'ade. And that's why a major part of the President'S 

proposals -- a major pan: -- is a deduction at up to $10,000 a yeilr 

for iilmilies to get education and training and job training and 

continuous t.raining. 


It's not just education for the kid, it's continuous 

upgrading. Even if you don't have a child in college, you want some 

additional t.raining. You want to take some time, get some additional 

training. You can do that on the job: up to $10,000 deduction. 

Thilt's why the President emphasized the importance of taking the qr21.b 

bac; of 1edel'al adult job-training programs we have now Clnd basically 

getting rid of them, turning them into skill grants that could be 

given directly to people so they can make choices, informed choices, 

with good information about the kind of skills they need, the kind of 

tcaining they need, when and where they need it. 


~ That's why the IRA also permits deductions for 

education. This is a major education and training initiative. This 

is not just a tax cut. This is an investment in the future 

prosperity of working Americans. 


Now, contrast this with what the Republicans are talking 

about. The Republicans have not dictated -- not indicated ·... ith any 

specificity what they want to do to pay for all the tax cuts they are 

talking abollt. The few indications they've given -- and I'm quoting 

now -- few indications -- they've not talked about how they're going 

to PilY, but a coupl.e of things they have menl: ioned: they want to cut 

student ]oal1s by 59.56 billion. Right now, because of the student 

loan prog ram -- r igh t now, i [ you're go ing to co lleqe, or if you're 

getting training, you don't have to pay, you get basically an 

interest fCl~e loan during the time that you're in school. They want 

to qet rid of that -- 59.56 billion they want to take away from 

student 10al1s. 


They want to cut job training by $7.56 billion over five 

years. Now, who is in favor here of helping working Americans get 

ahead? And I'll tell you, education and training, this is the proof 

01 ~h~ puddinC]. Look at that premium that comes with educiJtion <lnci 

tr:<lining -- no guarantee you're going to q8t a great job, but if you 

don't have adequate education and training, you're in trouble in this 

technological, global economy. 


The President is dedicated to doj,ng sOI1l~thil1g <:lbout 

this, and s:) is the person I'm <lbout to intJ:ociuce, lily friend and 

partner, Secretary Dick Riley. 


SECRETARY RILEY: Thank you, Bob. 

Education -- education is the futllre of this countL"y. I 

think aLl A:nericans realize that. I think that we realize it for 

average Americans, for middle-income Americans; it really is the 

foundation for their economic security. Education should be 

bipartisan. Support of education should be out of the partisan 

issue, and that's what we have tried to do since we've been here. 

Allot' (Iur eduC,ltion efforts have been bipartisan. 


This proposal ot President Clinton gives uHllllies and 

their children more control and more skills to enable them to 

negotiate this new, complex economy. It's their way to really reilch 

the American Dream, as the President has s(l,id. I think the 

President's message is clear, it's basic, it's concl:8t8, and it is 

Simply this -- that for average Americans, for every kid of average 
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Arnel'icans, they Dre entitled to the best education po~sible, This 
proposal says thAt in its entirety. 

From the child tax credit, all of our emphasis on 

families anc parent involvement with children in terms of their 

educllLion fer average Americans -- for middle-income AITIeric<lns, this 

tax credit.: for pc:ople with sm2111 children will be a tremerlciolls help 

to them in terms of '.-Jhat they're able to do with their children in 

that regard. 


The education tax credit is so clear; such an incentive 

and a help for middle-income Americans to be able to afford and to 

justify the sllvings of their expense for college. 


The IRA's was discussed -- expanded to clearly make it 

so attractive for, again, savings for use of funds for family 

education for middle-class Americans. 


All of these programs -- all of them, lire pro-educatio!l; 

they're important. It is taking a major pollcy, ~ t<lX cut for middle 

America, and having it drive i'l very important policy: support of 

quality education, of advance in education and of L!"aining fa! 

middle-income Americans. 


I want to ask every parent in Allierico to sit down at the 

kitchen table this weekend, look through the President's proposal, 

think about your future, think of the complexities of the times, and 

think how you fit in and see exactly what it does to you as a family 

of a working-class family in this great country. 


Q I have a question for any of you, Do you believe 

if the results of the elections last month had not been different, 

chat the results of the electior. last month, if the Democrats had 

regained or retained control of both Houses, you would be here today 

announcing this middle class tax cut? 


SECRETARY RILEY: I think we would be :'18r'e ,1nnouncing a 

strong educa~ion program and a middle class tax cut, I think all 

Americans expressed themselves in the election and as the President 

said, certainly it- showed to him that a lot of those strains, those 

difficulties that he had been talking about and concerned about, that 

they were, YI:S, even worse. So I think it did cause the President.: to 

hone in on this issue. 


SECRETARY BENTSEN: Let me further supplement that by 

saying the President has st.:ated over and over that he had a four-year 

progrMll, and he was going to qo tllrouqh these COrnlTlltm81lts and Cul£ill 

;;:h.~rrl, as we could .:.tfford thelll and cIS w.? rnaciE~ Lilt:! headway i.n cuttill~J 


that deficit. So it has been a planned progression, staying within 

the budget limitations. 


Q Why are none of these breaks aimed at parents with 

teenage children who aren't in college? It sort of stopa between 13 

and when they go to college, Do you not feel thDt those families ace 

suffering thE! same kinds of difficulties making ends meet? 


SECRETARY BENTSEN: I'll be very candid with you: We 

did what we could afford, and stay within our budget limitations, and 

S8e that evel'y Cf.!nt was pD.i.d for. I would not be standing here if I 

h~d not been convinced of that, 


Q Can you say why the particular departments and 

agencies ar:e being targeted? And what are you going to do to protect 

OSHA "lOd all the safety regulation that have protected Americans 
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thL'OUtlh the yeurs? Because they seem to be ve:..'y :"~':J8ted ::.-,e513" dojs. 

Are y:J1J goL'.'] to let It Dll go down t~e c:r&in? 


SECRETARY REICH: !r/cll, le:.: me l:e.:;ssure Y0",L a.-,d let me 

nHjSSUre every wor-king Arnerican: We a!"e EOt ~oing t:: cOF,prorr~s0 ::he 

sa::>Jty or tr.e health ot: working people. We're g;::lr.g ::0 Lg'1t. If 

R(!!Pul)licans wane to take away the prote:::::ions, they':"e gc:r" to tli:1V8 


" maJOc £i9r.t on t;heil' hands. 


Q Secretary B,!r:tsen, yeu aay ::!":a1;. tile f.)resident had a 

four-ye"r progrfJ.l1I, 81,;t t.he r'HH:::;;:::::c:-ing could nilvil ::ilken place 

iJc~iou~ now, 1;.h,;!" ext:ensjon O~ ~jlc" hard free-::e In ci5c,n~\:iQnary 


spe;)ding COl.:-1-d hav", bee:1 pt.:t: into !;!t.::ec:;. bef~r,?' now" If all this is 

$0 good, why did It t.ake yo.) so long to como!; up wilt, ;;his? 


SSCRETARY ar,I,TSEK: Why does it t?ke us so long when 

vlc:'ve oeen db~e to maKe an 087-bill,:-on cut? we've made enormous 

progress, we've got yot.: t::: Q s:..tu<>.t.lO;; where you have the smallest 

number of gcver::'!r.er.t e!l)pl:::yees as related to the over.all employment 

ot' :.:~;e country that yoe've had in about 30 years. It is iii 


progression that has bee;) taking place, and a tough one. We [ought 

that budget thro'.lgh and won it by one vote. We had the GATT ::0 tak~ 


care of, we had ~AFTA to take care of. We have seen a creation of 

jobs OL over flve million. I tbnk we've done pretty good. 


SECRETARY REICH: If I may just add onu t:ling. There's 

a", irony here; let's be candid about it. The RepuD!lcan$, over 12 

years, went from a deot OL 51.5 trillion LO $4 rrilllOrl. T;'-0Y 

",:,xpanded the debt in a way that no administration, no set of 

adr::ir. i st rcHo. ions have ever expanded 1t. 


Today, 28 cents of eVer.y dollar that Americans pay in 

personal income tax goes to paying the interest on the debt 

accumulated over the last two administrations, We had no chance, ~lje 


have 90~ to get our economic house in order as a first: priodty, 


Q Some economists have sugg~sted that a tax c~t at 

this point '-"QuId be bad for the economy. They rai$e fears that it 

could overheat the economy, raise inflation, prompt the fed to 

increase rates. Otnfl'r economists say the tax break j s .so small, t:he 

tax C~t is so small, it won't: have any effect. OJ1 t,h.: economy on<;l Wily 


or the other. What's your take on this, sir? 


SECRETARY BENTSEN: My take on it is if we didn't pay 

for this, those economists thac say that you would t,nke it away from 

the people by ao increase 0: interest rates are absolutely rjght. 

And that'S ;.,hy we fought so hard to see that it was paid for to the 

penny. And that has been accomplished. 


Now, under the other proposal, some of those that u[e 

not paid for, 2~ wlll add to that deficit. They will do just what 

t!'\ose econo:r.ists are concerned about. 


Now, ltlsofar i'lS Lhe indivielu.l1s, 'liCU ~ry ;:0 :;.ell SO::1eone 

tha~ i.f we're going to give them a 20-pcrcGl'lt (.;ll~ tOt' u :t~;;;ily of 

::oLlr when this is fully ph~:seti in, a family m.:ddng $~O,OOO a year., 

t:'1tl~ you're {Jolnq t.o gi \Ie t:hem a 20-percent CUt in cheir income tax, 

i'l::1ci Cry Co s6Iy that is not significant? I must say that I wa:1t to 

corr.plill' €lnt those people that. ltre mtlking so much money tr:.ey dO:1' t 


think it's Significant. But. you talk to someone about a $1000 cut, 

and t:'at: is meaningful. 


Q In ortier to pay fer this, yc~ will have to change 

::he budget law, is that not correct? 
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SECRETARY BENTSEN: No, we will not. No, no. 

Q But you're using discretionary spendi~g 

SECRETARY BENTSEN: And we're going to do it each year. 
Some people have had the idea that this is oone over a five-year 
period, and finally we get the totals. We do it each and every year. 

Q But the current budget law permits you to use 
discretionary savings for tax cuts. Do you not have to take them out 
of entitlements under current law? 

SECRETARY BENTSEN: No. We will go to the specifics of 
it, flnd th(~ Vice President will get into those specifics on Monday. 
But we ::o.llowed I.:he budget laws £Ind we pay for .i l: each and every 
yu;)r. 

Q Secretary Bentsen, caJ)ital g~ins did not make the 
cut last night. Does that mean the aciministr!tion would rule out 
accepting seme capital gains cut that might be p<lssed by :':l1e 
Republican-controlled Congress? 

SECRETARY BENTSEN: We do not have it in our proposal. 
You'd have to see how it was structured, I think. It would have to 
obviously be something that predominantly helped middle income, and 
we have not seen that kind of proposal out of them. 

Q Mr. Secretary, the President said last night he 
challenged the Congress to pass this program without new cutS in 
Social Security or Medicare entitlements, but there were some cuts in 
'93 r.:h<.!t are. I think, supposed to sunset around 1998 or something 
like that. I'lould he rule out continuing in force previously made 
cuts -- would he count those as new cuts, or woultl those be old cuts 
macie new ilgain? 

SE:CRETARY BENTSEN; Well, I think we'll gel.: i.nto the 
specit'ics of that. You're ta.Lking about a continuation of some of 
those, nnd you have quite a number of them. Let me give you an 
example. Yc-u've got -- like R&E, for example, those types of things 
-- those decisions we're making, but not ready to comment on at this 
time. 

Q Secretary Reich, would you talk about the lRAs, and 
ar'en'L you using the same "rick that the Republican 'corltract does in 
iJackloaciing it, therefore pushing the cos" out beyond the five years? 

SECRETARY BE:NTSEN: We're dOing what they ilre not doing. 
You see, they're backloading it and insisting it has to be done that 
way. We're doing where you can take a deduction on the front end, or 
you can put your money in without a deduction and take it out tax
free as you take it out. We give people the option -- one or the 
other. They do not do that. 

Q Would you be willing to give an estimate of what 
the loss will be for the next five years? 

SECRETARY BENTSEN: Oh, yes. AI.: this paint, no --that's 
where the Vice President is getting into those details. But we 
Obviously have that estimate and [igu~ed it in. 

Q Could you tell us a little bit about the job 
training changes in the voucher system? 
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SECRETARY REICH: Yes. loJith regard to job training, our 

proposal is to take all the [ldult job tr[lining prognlJlls and 

essentially get ~id of them and substitute instead a school grant, so 

that individuals -- just like the Pell grants, modeled very closely 

after the very successful Pell grant program -- so individuals who 

have lost their job, individuals who are disadvantaged, individuals 

·....ho CilnnOt tak.e advantage of the tax deductions because they don't 

have a(l~qua[e illcome, can get th~ traiJlillg rind th~ ~rllication they 

[)(~,~d. wh\~n they need it:. They cnn e:':erc;isc ,;on5umer' Ch01C'.:. 


We dlso are going to give them good ':'n:"or";:liJtion -- one

stop shopping -- good information about where the jobs are, what the 

jobs ilre, what training is required, and require that every 

institution that provides job training puts into this data bank 

information about their succe~s at job pl[lcement, so individuals cun 

make informed choices. 


Q Why can't you give us the cost estimate, Secretary 

Bentsen, of the IRA program now, and what it would be fully phased 

in? Why aren't the American people entitled to those --understanding 

what those c~sts are? 


SECRE:TARY BENTSEN: Well, they' I'e go ing to tlClve that.:, 

and that will be st(lced. I said ch(]t eadier. And t.h,1t wil! be on 

t-1onday -- on Monday as we go into the details of where the savings 

a~'e and what the costs are. 


Q Do you know, sir, what they <1re? 

SECRETARY BENTSEN: Of course, 1 know. Let me tell you, 

we went into each of these, or I wouldn't be up here supporting this. 


Q What about long-term deficit reduction, sir? What 

about 10ng-t'~rlll deficit reduction: Your own projections show the 

ci8ficit ttlrnlng up as th8 decad,~ progress8s. ls the rr~sident st.:il.L 

committee! to getting rid of the deficit enL:.ir·ely. and w.il1 we ever 

see <l pack"ge from him to get rid of the deficit entirely? 


SECRETARY BENTSEN: As we progress, you' II see further 

things done, One of those things will be obviously in health care 

costs -- i.n health care cost containment, and you'll see addition,ll 

savings coming about. And you're going to see some reduction of t.:he 

deficit in addition to what we've done, and talking about educational 

enhancement, and talking about the IRA, and talking about the child 

credit; additional money above the SSO-some billion that we're 

talking about on the cap on discretionary spending, and additional on 

reinventing 90vernment. 


SECRETIIHY REICH: M'ly r just.: say one tiling? When the 

AmericCln people are asked to compare what the Republic<llls come up 

l>Iith to what this President has announced and what he is co=itted to 

-- let them consider at least three issues: O;le, who is fiscally 

honest, who's is going to actually pay for these CULS and these 

inv~stm~nts; two, who is putting working people first; ilnd three, who 

car'es most about giving people the education ,1nd trilining, and the 

tools to get ahead. 


Q What happened to putting politics last? I%'ve 

spent the last 30 minutes here arguing about what's wrong with the 

Republicans, and Secretary Reich, you just talked about who cares 

most. ISI1't that putting poli.tics ahead of economics in this case? 


SECRETARY REICH: Work.i.ng people in AmeriCLln have 

benefitted enormously from the progress we've made in getting the 
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dQ~"LcL. down, The::"$ a:-e :no:,e t;;an ::iv$ mil~.;,.on r:e'" jobs, mos:: ct 
::hern good jobs. SUI: we ha \Ie ..0 keep f .ight i.nc;, and keep f iqm: ing 
hiltder 01"1<3 messag<: of ::his elec:::ion was that i;:; is not enough -
"0opl,, B:::e :Hlrting cut there, people ',.;ar:t nore, t;~ey deseeve more. 
Vi\;' re going to :::al.se wages, ,,0 are not going to sto;) ::i.qh::.ing t::ltll 
werking Feop:'e !1,3.ve a bet::e!:" posit,:,o:1 in America a;1(! ::heir fcrt·.1nes 
are better in America. 

'I'hank .Y~U' 

EKD1Q;52 A.~. EST 
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THE WHITE HOUSE 

Office of the Press Secretary 

For Immediate Release fel)ruary 13, 1995 

FACT SHEET 

The Middle-Class Bill of Rights Tax Relief Act of 1995 

The President today transmitted to the Congress a legislative 

proposal entitled the "Middle-Class Bill of Rights Tax Relief Act of 

1995." This propos<Jl would implement the three tax-related proposals of 

the Middle Class Bill of Rights announced by the President in his 

address to the Nation of December 15, 1994. The fourt;, element of the 

Middle Class Bill of Rights -- not included in this legislation -- is 

the GI Bill of Rights for P.meri ca' s Wockers, which consol i cirltr:s 70 

F<::!deral ::.~·aining programs and creates a mor'~ eEfect.ive system for 

learning new skills and finding better jobs for adults and youth. 

[,'':C;isl'JtioI1. tor this proposal i.s beincJ dev,;loped in cooperation with the 

Congress. 


The major provisions of the Middle-Class Tax Relief Act of 1995 are 

described b~:low. 


Child Tax Benefit 

A $500 nonrefundable credit will be allowed for each dependent 
child under the age of 13. The credit will be phased out for taxpayers 
with adjustE!d gross income (AG1) between S60,000 ,lnd $75,000. No credit 
will be aVililable to tnxpayers with AGI in excess of $75,000. The 
!TlaximuJTI credit will be 5300 in 1996-98 nnd $500 thereatt'3c. 

Deduction for Postsecondary Education Expenses 

A dedu{:tion would be permitted for up to $10,000 of the amounts 

spent by a taxpayer for postsecondary education and training for the 

taxpayer, the taxpayer's spouse, and dependents (i.e., persons for whom 

the taxpayer is otherwise entitled to claim a dependency exemption). 

This deduction is used in determining the taxpayer's AG1 and is 

therefore a·...ailable to nonitemizers as well as itemizers. The maximum 

allowable d,=duction would be phased out for taxpayers filing a joint 

retur:n with AG1 (before the proposed deduction) between $100,000 and 

SI20,000. The maximum deduction will be $5,000 in 1996-98 and $10,000 

thereafter. 


:::·:;>an$ioo 0: Individual Retirement Accounts 

This proposal would expand the availability of cleductible 

individual retirement accounts (IRAs) to families with income under 

S100,000 and individuals with income under $70,000. These thresholds 

and the current $2,000 contribution limit would be indexed for 

inflation. Taxpayers would have the option of deducting from taxable 

income the amount deposited in an account or forgoing an immediate 

deduction and not paying taxes on the money as it is withdrawn. 

Penalty-free withdrawals from 1RAs would be permitted for higher 

educOltion costs, first home purchases, long-term unemploy:nent, and 

catastrophic medical costs and long-term caro.~. Taxpayers who forgo a 

deduction "md elect the "Special !RA" could only make tax-free 

withdrawals if they kept the ·funds in the account for over 5 yeDrs. 
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THE WHITE FOUSe 

Office of the Press Secrel,:ary 

for rmFedi<l['~ Release ~ebruary 13. 19S5 

'I'D 'fHE CONGRESS or ':HE: Jr-;ITED STATES: 

r am pleased 'Co tra;:)smit today for your i~e(l.iate consideration 
and enactment ::he "f.1iddle-Class 8ill Ot Rights Tax Relief Act of 1995." 
r am also sending yQ>J an c;-:pl<!na:::ion of the revenue propos,jls of this 
legislatlon. 

This bill is the next step in ICy Adw.inis!;:tation's continuing effort 
LO raise living standards for ....erking :'emi~ie:s unel help restore the 
.....':letican Dream for all our people. 

tor 2 Yi?9rS, we have worked hard to strengthen O'.lr economy. We 
worked wi;::h the last Congress to enact legl.slation that wlL ceduce the 
anr'_ual deficits 0:: 1994-9S by more than $600 billion; we created nearly 
6 miEion neH jobs; we cut taxes for 15 million low-income famEies and 
ga\fe tax rellef to sm311 busint:sses; we opened export markets through 
g!oba! and regional trade 3greements; we invested in human and physical 
capital to increase productivity; and we reduced the federal Govern!':",c!"!t 
by more t~a;l 100,000 positions_ 

I>hth that st:ronq foundation in place, I am now proposing a :.Jiddle 
Class Bill of Riqhts_ C~spite our progress, too many ~~ericans are 
still worki~q harder ~o: less. The Middle Class Bill of Rights will 
enable working f\u,mricans to Taise t:heir ramllies and get: the education 
and training they need to meet the demands of a new glObal economy, It 
will let middle-ir.co;ne fa:nilies share in our economic prosperity today 
and help them build Ol.!r eco~O::'lic prosperity ;;;omotrOw. 

The "Middle-Class Bill of RightS Tax Relief Act, of 1995" includes 
three of the four elements of my t-'.3..ddle Class Sill ot: :'tights. first, it 
offers middll~-income famiLies a $500 tax c::edit tor each child under 13_ 
Seco.:!d, it illcludes a tax deduction of up to $10,00:) a year to help 
middle-incomi~ Americans pay LOl' postsecondary oducatior, expenses and 
training eXpl~nses. Third, it lets mo::e middle- incQ,e ,c,;pecicans make 
tax-de::;'\.lctib_~e· cont ribut;i ons t.o r ne1 vidual Rc:: i r'1!:ll~")t l\ccoc;:ts a:10 
'"'':';,::,d,av,, ft'o:~. them, penaltv-l'ree, fer the r:;osts c!: educ.:::t':'o:! acd 
t""jrli~s, ne,ll\:h Ci;ll'O, ftrst-Llm!'i horne~twying, lCJ~(J :~p.r:icds of 

UI:~II!:::oyr:'it;·;t, o,'tne care of 'In ill ptlrcnt. 

:-h~ [ox:~~ elG!r.zr.t of my Middle Class Bill of Rights -- not 
inci'-lced ;,r; ':l':i"O IG:gi$J""tio~j -~ to the (;1 8i11 for Americ,j'S ;';orkct"s, 
which consoLdates 70 federal ::1:<1iniI19 programs f,od ·:;t'(~"lI;:.eo a mor.; 
eff0c:::l'le $y~):'Gm :0:: learrbg now skills and finding belter: Jobs fc~· 
adclts an:~ r,)uL!1. L;Hdis_8ticn ~:o= ~;lis propo.ou'll i" being (kvcloi>.::d in 
cooperatior. '''It:1 t:VE! :;Q:1gress. 

If enacted, the ~1iddl~ C,i'\SS B111 0: R.ights w.tll help ke2p the 
American Dream alive 1:0, everyo;·,€ ""'ill~n9 to :':i'k'~ :::espon.sibi.lity £01' 
thmflsolves, thQir families, ami their lUt;.1".'es, f\nd 5:.: will not: burden 
Oi!r childr'en with more debt, 1,., ny -::Lscal :~96 l)lJ6~JC~, we h~1ve found 
entmgh suvinfis no;;;. only ;;0 pay rot:' t:li.s t<L'< bill, b~\: a1,,0 tc p::ovicie 
another S81 billion in (l*fici:. L'edllcti~n betwet)::'l 19% a~d 2000. 

This leqislatlcn will restore fairness ::'0 clir tllx syst·:::m, let 

hap :!/www.pub.whitehousc_gov/uri-rcsf12R.fum:pdi:llunHl.cop.gov.us!! 995/2/! 4/3 .lext. 1111/2001 
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middle-income families share in our economic prosperity, encourage 
Americans to prepare for the future, and help ensure that the United 
States moves into the 21st Century still the strongest nation in the 
world. I urqe the Congress to take prompt and favorabl.e action on this 
legislation. 

WILLIAM J. CLr~lTON 

TIIS 	 'tillITE: IIOUSE, 
r"ebruary 13, 1995. 

, , , 
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• Not. ior Gene SJl"l:ling 

rl 


Mike Smith 

Le. Samuels 

Mark Mazur 


From: Ken Apfel 

Re: Tltition Tax CreditIDeduetion . 
Date: 10/13/95 . 

I 

Here is the short summa.cy ofcosts and other issues raised by the current version ofthe tuition taX 

credit/deduction proposal. The paper reflects Education and Treasury comments. 

• 

• 
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• 10113195 
Proposal to use tuition tax: ereditsldedllctions to guarantee some college education for every 
American 	 ' 

CURRENT DESIGN 

The proposal would modifY Ih. pending education tax deduction in tbe Middle Class Bill 
oflUghts (MCBR) and replace it with one that would target degree-seeking undergraduates 
enroUed at least ha.lftime. the proposal would pro'<lide: 

(1) 	 1st- and 2nd-year students with a refundahle "'" credit for tuition paid, net of any 
Federal (e.g., PeU) and non ..Federal grant a student receives, up to a maximum 
credit 0($1,200; and 

(2) 	 3,d-, 4th-, and 5th-year students with a tax deduction for wilion paid, net ofany 
Federal and non-Federal grant a student receives. up to' a maximum ofSl0>OOO. 

Treasury estimates that it will take a week or more to develop models pro''''iding the 
capability to ana1;.'ze and estimate the revenue effects ofthe current proposal or altemative 
approaches. It is likely that Treasury will be occupied with analyzing and estimating the: Senate 
tax provisions, which may delay the modeling of this proposal. 

• ISSUES 

1) Cost 

Preliminary estimates from Treasury indicate that the new proposal would be sobstantiaUy 
more expensive than the onc in the MCBR. The MCBR tuition proposal would COst 

approximately $5.9 billion annually when fully phased in al 19% income levels. Using 
comparable income: data... Treasury's preliminary estimate is that the new proposal "vould cost SID 
billion annually. 

o 	 Changing from lhe MCBR tax deduction to a refundable lax credit 0[$1,200 for the 6rst 
two years of schooling would, on average, provide generally larger benefits., 

o 	 The recipient population is much larger for a refundable credit than a deduction because it 
e.'(tends benefits to many who v.;ouJd not have any tax liahiHty, or a substantial enough 
liabjJjty to be:tefit fully from the deduction. 

o 	 Th-: MCBR provided the $10.000 tax deductio;; per fami!y unit, whereas this ne'.\' 
proposal would provide the ta.'{ credit for the firSt tWo YeNS on a per~student basis. and 
the {ax deduction for the later years ofscho¢ling on a per-family basis. 

• o Like the EIre, the refundable nature of the credit would result in scoreable outlays. 



PAGE 3/4 

• o The a.bove cost·increase factors are far larger than the COSt reductions that occur from 
narrowing the scope ofthe program discussed below in item 3. {We are as yet unable to 
estimate the effect ofprogram interactions.) 

Some ofthe cost increase could be moderated by alternative phase-in paths for coverage and for 
size ofbenefit.. benefit phase-out options, or other parameter changes which can be modeled once 
Treasury's system is available. 

2) In Policy Issues 

o 	 Providing a refundable tax credit MIl increase the number of returns filed. adding burden 
and cost to IRS. 

o 	 Det<:rmination ofwhen an indiVidual is lst- or 2nd-year \'.111 be difficult for the srudents to 
detennine and very complex for tbe Fed-eOO Government to validate, requiring schools to 

, provide validation a.."1d deal wlth student queries. Schools \\-i11 not welcome this role. 

o 	 The biggest compliance issues encountered ",ith implementing the Earned Income Tax 
Credit arise from verif')'iJ1g family structure and the existence of children. These same 
issues would pertain to the tuition tax credit. 

• 3) Coverage fifth. Proposal Compared t. the MCBR 

o 	 The proposal targets a smaller number ofstudents 'nan the MCBR by excluding (a) 
students enrolled less than half tim~ in degree-credit programs and (b) all students at 
graduate schools and in sub~associate degree and non-degree-credit programs. Treasury 
wiU need to model costs for alternative coverage options, 

o 	 A major factor in the Administration' $ job training strategy is financing slOlJ enhancement 
through grants at the sub-degree level, especially in community colleges, Eliminating 
eligibility for non-degree students in this initiative couJd call into question the prior 
commitment. 

4) Effect on Administration's Student Financial Aid Policies 

o 	 The Federal Government already guaranrees financial access to postsecondary education 
through a combination ofgrants., loans. and work study, Grants are now reserved for the 
r:eedy. Expanding «grants>' to the non-needy is a major change in policy and could raise 
questions about appropriate allocation ofbenefils between needy and non-needy families. 

• 
o All srudents enrolled half-time or more are currently entitled to a Federal direct or 

guaranteed Joan. regardless offamiiy income. Maximum loan limits are currendy well in 
excess of $1.200. Administration policy has supported direct lending tn order, among 
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• other reason~ to provide ineome-<:ontingent repayment to aU borrowers, SO that 
regardless ofdebt burden. no student pay. more than he can afford, A new policy of 
providing cash benefits through a refundat>le credit may be taken as a signal that 
Administration commitmenf to direct loans with income contingent repayment has 
changed, 

5) Unintended Consequences in School Fricing 

o 	 Tuition tax credits could provide an incentive for States and private institutions to increase 
their tuition and fees, or to mask cost increases for room and board as tuition and fee 
increases. 

,, 

6) ffigher Education C<ammunit)' Reactions 

o 	 The MeBa deduction raised a higher education community concern that it would 
disproportionately reduce costs for students attending public: institutions. compared to 
those in private institutiOns - that is, it covers a larger proportion ofpublic institution 
costs than costs at the more expensive private institutions. A refundable ,?,edit may 
exacerbate thls perception, and thus would be view-ed still more adversely by private 
college associations. 

• 
Q Associations representing groups e:r;;duded from coverage compared to MCBR (non~ 


degree students at community colleges, for.profit trade schoois, and elsewhere; graduate 

students) will likely oppose the proposal. 


o 	 The higher education associations in generai Yo'in probably oppose this proposal or give it 
only lukewarm support since they "Win view it as a retreat from need-based aid and, as 
noted above, wiII oppose reporting burdens and administration costs . 

• 	 3 
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Obj.clive; 


Propo$2l: 


Estlmares: 


Options: 

10103/95 
9:30 am 

possmLE PROPOSAL TO GUARM'TE£ ACCESS TO ALL 
FOR FIRST TWO YEARS OF COLLEGE 

To provide all students a guarantee of free tuition for the fIrSt two years of 
postsecondary education. . 

Tax =dir equal to average public two.year mirion for all degree.seeking 
IDstitutiODS • 

OuiCk, rough .sliwa,", for FY 19!!7. probably underesti:mau:, because ~ 
do not adjust for induced enroilment effects or oondegree program. and 
studl:nlS swirctllng to degree stalUS. On tile om hand, til!: O>Liwafes 
asswruI all current ftrst and ..cond·year student< panieipate intbe fir<t year 
of the program. It may rake several years to reach loofili participatiun.

/ 
Optlons I and n provide guarantee through tax credit only (tax credit 
supplcmerus existing Pell Grants and other student aid). 

Qptionl· Provide full taX credit ($1.200) to ali first aod seCond.year] 
srudems. 

- 5.5 million full-time equivalents (rTf1 
• $7.7 billion 

Qplion U • Plwe in - provide full tIX credit to freshman only 

· 3.5 million PTE 
· $4.4 billion 

OptiolllO m. IV. V and VI provide gWlfantee through combination of 
t.1U credit and PcII Grants. Options ill and IV subtr8J:t the e.timnted 
tuition portion of Pen Grant.: Options V and VI subtract the entire PeU 
Gnm lI!IIllWlI. 

Qption ill - SUblll!1;L tuition portion of Poll Grams (estimated1 from we 
credit for all fll'St and second.year <tIldent<. [Note: Esomate based on 
tuition aod r""... a pe= of tOtal studCllt charges (including room. 
board. etc). Pell formula doe. not "'P.ra!e milion and olher eXJ)ellSe. in 
determining the Pel! amoulll. J 

- $6_' billion 



Option ry - Subtnct tuition panico of Pell Grams from taX credit for 
freshman only. [Note; Estimate based on tuition and fees as a pen:ent of 
tora! student charges (inclUding room. board. etc). Pell formUla does not 
separate tuition and other expenses in detennining the. Pell amount.] 

- $3.5 billion 

Qption Y - SuIlU'llCt entire Pell gtlIll! nmoWl! from tax credit for all fltst and 
second-year students INote: Tbis option assumes Pell grams are used to 
pay tuition firS!. A reasonable assumption in terms of how schools credit 
a=unl~: however, this would mean that IlUIIlY Pell gr.mt recipients wonld 
nat fl!CCive any additional benefit from the tax credit.] 

; $5.3 billioo 

Option VI - Sublm;, clllite Pell graot amount from tax credit for freshman 
only . 

• $2.9 billion 



Estimated Cost (Revenue Loss) of the President's 
Middle Class Bill of Rights 


FY 1996 Mid-session Review Estimates for the 

Postsecondary Tuition Deduction. 


Fiscal year 

1996 

1997 

1996 

1999 

2000 

2001 

2002 

2003 

2004 


Billions 
$0.7 
4.7 
5.0 
5.8 
7.6 
7.6 
7.9 
8.1 
8.3 



Estimated Cost (Revenue Loss) of the President's 
Middle Class Bill of Rights 

FY 1996 Mid·segsicm Review Estimates for the 
Postsecondary Tuition Deduction. 

Fiscal year Billions 
1995 $0.7 
1997 4,7 
1998 5.0 
1999 5.8 
2000 7,6 
2001 7,6 
2002 7,9 
2003 8,1 
2004 .. 8.3 
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MEMORANDUI (C,~ IW~.v~ >u"",o~ ( 
FROM: 

~[1-'ih i~ ",L iLk 'j""_~~f-1RE: 

cc: 

, 
-··--'-pe/rG;:aiiTliii(iaiive.~ Inave-had-con-- r'satiorls Witli"Congressman Chaka Fatil abouf'getiing 

Democratic support in the House fo our higher education agenda and how important the Pell 
Gnint cxpan:;ion is· to the support 

He has a legislative idea whic I think is terrific. It would select the'poorest children in the 
poorest areas of the country. 400,000 children -- and essentially give them their Pell Grant 
Scholarship in the 6th grad as a way of letting them know that if they graduate from high school 9'Lw 
they will have the same opportunity of middle-class students to attend college. This is a way of ~ 
building off the Eugene Lang model of guaranteeing college to poor children in 6th grade to 
change these kid' s expectations. 

I will have further discussions next week about how the fonnula can be targeted to ensure that 

this proposal will reach a significant amount of Hispanics to help address their high drop-out 

rate . 


. 	F.~.(:H~.~._a !:t.!.~g~?~ r~.~spe~ti~e, !he idea. has no ~ost l.lf)~il the kids_ r~a~~ college and the only cost 

increase would occur if there is an increase in projected enrollment. While I think this could be a 

great idea, I need to stress that this idea has not yet received a vet by Bruce Reed, the Department 

of Education, and OMB, but if you are interested, I will run a policy process to see if there is 

interest. 


lIispanic Education. In addition to the idea above, we are meeting with people who worked on 


the Presidential Advisory Commission on Education Excellence for Hispanics·to fonnulate 


further ideas. Bruce Reed, Maria Escheveste and I will also be working on education ideas for 

you in this area. 

Maria Escheveste and Anna Gomez, from my staff, are also consulting with the top experts 

around the country. Henry Cisneros called on Friday with several suggestions of some of the 

activist experts we should be talking to and he also wanted me to let you know that he is very 

enthusiastic about this effort .. 
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MllMORANUUM FOR THE PRESIDENT 


FROM: 

SUBJECT: 

I. Ov....I"'" 

THE VICE PRESIDENT 

BRUCElUlED 
GENE SPERLING 

CABINET RETREAT BRIEI'lNG: 
EDUCATION ISSUES 

• The lDOSI important tbing this Adrninistr.UiOD can do to p!CplIrC America for the 21st 
eenlUry is to mise tho 1"".1 and quality of education for aU our poople. 

TIari<:c befo", In the 20th century. Amcrk:a led the world In expandillg education 
opportunity foe its citizens: firs~ by making high school universally available in the first 
great tmnsitiOD from farm to factory; and """"Dd. by cXpa:nding ..xess to colle&< through tho 
GJ. Bill during the sccOrid great tmnsition to. boomillg illdustrial economy. Thes. great 
commitments built the broad "American middle dass and enabled this country 10 enjoy the 
most prospefOU$ OCDlUty the world has over !mown. 

We are now in the midst of·anothcr great transition to an information age and a glQbal 
economy - and once: agaln our succ:css In this ttansitiou' depends on education. All 
Americans dCSCIVC the opportunity and the challenge of an education that gives them the lools 
10 make the mosl of their God-given potentia!. 

ll. Key Legacy Obje.llves 

Education i. at the heart of your Sltotegy for economic growth and national ulllly. as 
well as your fundamental gover!rlng philosophy: that all Americans should bave tbe 
opportunity 10 get ahead and tale. toSponslbiUty 10 malee the most of il. The depth of your 
experience :and commitment to education, the amount your AdminiStration has already 
aooomplishcd. and the sweep of your agenda give you lb. chance to l.ave a lasting legacy as 

• the EduC3riol1 President, 



• The Adminisnati"" has aheady established Oiw:! [.ending and National Some<: 
progrmns wllkb make it easier to borrow or earn tIu; money to pay for «>1I<ge. and has 
Iawlched • nationwide effort to build new paths from school to work. It will make • 
differ.- In CIlSUring thaI _Is of the future strive to meet bigb standards and .... 21st 
CCOIUry technology. And it win help lI"""'lIlce that pareD" """ send their c:hlIdren 10 tIu; 
pubUe school of their choice, including charter sc:hoels. The following areas of education 
stand out as key clements of your education legocy: 

A. Standards or Excelle_ for All 

Amorican students are making progress in reading. sci.... and math, but still don~ 
mlOolSIlnI up 10 the standa:d they will need 10 c:ompotc In the nat CCOIUry. Our goal is that 
one day America', grade schoolsand high schools are the envy of the world. not just our 
coll.ges and universities. 

• 

You olready have an ambitious agcoda to mise the quality of eiemeotary and 
se<:Ondary cduc:atin.: public school c:hniee and cbarter schools tn increase aocountablllty; an 
army of tutors and volunteers to teaeb r=ling; education technology and school construd~O 
to modernize our schools for a new cont1Jry; school uniforms, ttuaoey enforcement. safe and 
drug-free programs. religious .xp....!a •• and charact.r education to promnt. our basic 
values. As you sc. out to bulld and secure that legacy, the great..t n:maiuing challenge is 
what to do next to advance the standards movement that began with Goals 2000 . 

The nand fur higher standards in oore subjctlS is clear. 00 the most recent National 
Assessment of Educational Progress (NAEP). 42% of the 4th graderS did not attaln tbe "basic 
level" of profici.ncy (Ihis finding is an important basis fur your Amcriea Reads Wtialive); 
and on the Third Interoat!ooal Math and Sci.".. Study· (TIMSS) of 41 nations released last 
fall. U.S. 8th gradelS pdformed below the inleroatiQnaI average in math and slightly above 
the international average in science. Al:<:ording to the nMSS study. one major explanation 
fur the continuing low performance in math is thai neither teaebing nor textbooks in the US. 
rolled higb ''''l!'dards. 

While there bas been «>nsidcrable aelivity at the national and state level to develop 
standards in a variety of academi. SUbject areas since 1991, the results have been quit. 
mixed. Voluntary national standards have been developed by subject area specialists in 
viItually every diSCipline. Some, such as those in math, scie"', geography and civics. have 
been well n:x:.c:ivcd in the education community, have received at least tacit public support) 
and bave been valuable tool. to Stat. and local officials developing their own academic 
standruds. Others, mOSt notably in history and EngllsManguage ans. bave been higbly 
conlTOvct1lia! and arc linle used. 

State experience with the development of standards has been mixed as well, Forty
eight states are developing, or have developed~ standards in core academic SUbjects (Iowa and 

• 
Wyoming have lett thJs task cntitely to the local level). This is powerful evidence that tbe 
standards movement is taking hold on a large scale. However. almost every knowledgeable 
observer believcs tbat the quality of these state standards is highly varied. For example, an 
AFT survey rcleas:ed last summer indicated that fewer than fifteen states had developed dear 
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• and spcclfic standards, while lIIe others were too vague and general. A "'pot! to be released 
IlCXI week by ~tiO!! WeeJs affirms th<se basie findings. 

Public suppot! for IIIlsing lI£lI<lemie stand.wls and measurillg progress is broad and 
deep. ThIs Is ospecIalIy true for national stand.wls and tests. AI: IIIe same time, tile poIilical 
obsIacI.. to setting cba1Ienglng SWld.wIs have been considerable. The bipartisan 
Congressional Support ilia! led 10 the enactment of Goals 2000 Is much more polarUiod now, 
in part!eular around IIIe Issue of standards. As was evidenced at tile National Educatlo!! 
Summll bcrwecn governors and business 1eadc!S last sprillg. Slate poI1tlcallcnd... me also 
I... UDlled than at IIIe 1989 Education Summit, and I... sure about how best to proceed. 

In short, tile progress in IIIe movement to raise standards has been considerable over 
lIIe pasI four years, but tile pac<> is slowing. IIIe quality UlICYCII, and IIIe lim. Is right for bold 
landmblp to spur additional.Clion. 

Cue bold approach would be 10 promote national tests in III. core subjects of 4th 
grade reading and 8th grade matb. based on tile existing NAEP and TIMSS tests. 

• 
The ess.... of this proPosal is to transform each of these assessmODts into tests that 

will produce indivlduol SCOICS, and then acnvely challenge state. and school districts to adopt 
them as their own. This would he the fastest way for state. to put into pia" high quolity 
tests aligned with rigorous national andlor international stand.wls. and to _ble students and 
their parents to learn how well stud.... md schools ate pcriorming compated to state and 
national standaJds, to students and schools throughout the natl"" (in reading) and to 
inlcmalional hcncbmarks (in math). 

We could also promote the development of • high school level tcs1 andIor promote 
stat. graduation exams and polk:ies ""Iulting students to meet standalds before moving from 
one school level 10 tho 1l<XI. At tile same lime, we could highlight. combination of 
successful national, state, and local effortS to raise standards and measure -student 
perf""""""". 

ThIs IIflProacb provides bold leade!Ship, and can txansform the debate. about national 
stand.wls by focusing i! on concreto issues of reading and math. It holds the promise of 
providlng parents IUld students with 8""",,,t. information about student perfmmance aga.inst 
challenging standalds man: quickly than most states would if tbey continue on their cum:nt 
paths. The main downside. i. that it bas Ibe potential!o reignite a d!:bat. about federal 
intrusion in education, especially since both tests have been developed with federal funds and 
with. fedem imprimatur. 

B. 11S1 Oontury Schools 

A sc:.eond, complementary approach to the national stand.ards proposal is to continue 

• 
the .rrort to build 21sI Century school. and classrooms for aU - so that every school and 
classroom provides a modem, safe enviroNflent and is equipped so that aU students and 
tcacben: can learn interactively in scbool and at bome through engaging software iUld 

3 




w ....................... , 


• discovery learnms on !he Internet Two major !hemes that you can ""nsider arc the 
following: 

• M9demizjng !he gamoom of tbe 21st Century: Few institutions have changed as 
Utllc durin8 !he past cenIUry as the classtoom. OUr eomhlned emphasis on education 
lCdmoIogy, school eonstrUction. lIlaking our schools envlronmentally sound and aflcr
school c:= is • comptehen$lve'cffart to modemize !he classroom for !he fin;! time in 
generations so tbat we arc ready for the 21st century. ThIs theme proVides a btoader 
!hematic sttucturc that various sub-proposals. 

• Bringing lhe Nation Together bv ensuring Universal Access 10 inConnadog 
. Technology: 	 Without carc. a=ss to information aod educational technology could 
divide the natioo·the way thai face aod income have in the past, with cbildrc. who 
bavc early aca:ss to !he interne, aod the world of education technology getting ahead 
and those wbo do not !oHms hopel<ssly behind. I, would be • legacy of considerable 
sigx>ificancc if the President helped enSUfC that every child was technology literate and 
bad access to the Infonnation ago. For rhe first time in our history, overy chUd 
n:gardless of Income. rnee or background -- could have the &ame .= to 
infon.ation everywhere. The Intemet can put millions of ""mput.1S and thousands of 
libraries on even the poorest child's desk. 

• 
The attached memO by Gteg Simon aod Jim Kohlenberger gives. good overview of 

our initiatives and objectives. Wc should continue to look for bold goals to mobilize the 
private and public sector. One idea - that fits our goal of every cblld reading by II years 
oid and being OJ) the internet by 12 y.... old -- is to ensure that every 6th gIlIde tcacher bas 
solid education technology and internet training by the summer of 1998. We could call for 
summer sessions In universities In all SO states in 1998 for 6th gIlIdt teachers and ask our 
neW private sector CEO gmup to help mobilize It. ' 

C. Universal Access to College and Lifelong Learning 

In !he Iist four yoars, you Mve done an enonnous amount to open wide !he doors of 
cclkgc. With the agenda you bave spelled out for Ibe next four yoars, you can secure • 
fonnid.ble legacy in expanding access to college and liietime learning. 

1. Two Year. 1997-1998 Push for Guaranteed College EduC3tj9Jl' Between the 
improved student loan program, income contingent loans, national service, our increases in 
the PeU Grants -- and !he new education tax cuts we are proposing '-- we will have a 
structure that ensures that through loans and grsnlS, every young person who wants to can be 
guanmteed a higher education. Stressing this idea this year, bowevc:r, could actually 
undcnoi.ne our push for Ibe Hope Scholarship, our S10,OOO education tax cut. and our major 
increase in PeU Grants. Therefore, we equid speud 1997 on the theme of making 13th and 
14th grade universal, and set out to enact those proposals as well as the iRA for education. 
We could also make a communications effort in 1997 to promote; . 

• 
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Q>llcp W Sayings; Wo .....·better ptOmOIo the notion Ihat willi IRA lII.'ld 
$10,000 cduC.tllion dc<luC!ion, wotking families can engage in tax-free $livings 
for ""liege cducalion. 

• 	 1'iY=:J!S yO!! Eom/!)ilES LMIIina Camgllip: We must COIl.inue '0 support 
and light for OUr dircc:l lending proposal. but we ""uld also start • more 
""plicit campaign to promote our new innovation: pay-as-you-m. 

ID 1998, We could launch a national campaign on Ihe theme that every American child 
Is gu=tccd financing for a oollege cducation. This would include a clear booklet showing 
/tOW everyone now can obtain financing for <:olIeg., and major joint campaigns with high 
school counselors, parelllS grouPS. etc. 

Additionalldcas Ihat could be considered would be '0 officially make PeU Omntll an 
enlltlement to build on this message, or 10 mote expliciUy look for ways 10 """"""'go many 
-.:. to lmila.c the GeorgIa Hope Schotmmlp. PeU Oral\l$ ~y function as an coliU.." ... 
on the discretionary side, yet putting i. on the mandatory side could be joined with possible 
or Bill Proposals 10 mal«: the notion of a "guarantec' or 'enti!lcment" more explicit. Tbc 
downside I. that some rear thaI the pcJcc:ptions of "entitlement' could be negative even in the 
college cducation perspective. 

• 
Z. All-Out Push For GI Skill Orant Proposal: One of our best chances tor lasting 

structural change is in tbe area of job training. WhIle' many Republicans insist on reforming 
training programs through a cut and block grnnt approach. several Republicans -- including 
Sack Kemp and John Kasich -- have shown real inlerest in tho notion of consolidating 
programs and then creating a more market-<>rienlcd training system in which we use .kill 
grant/Vouchcrs to empower people direaly. In 1995 lII.'ld 1996, we laid relatively low while 
we workcd to get the bill passed. ThIs year. we need to more publlciy caU for the or Skill 
Orant proposal, and a more clear presentation that we are the on.. seeking to empower 
individuals cIlrectly. while those calling for block granting arc simply seeking 10 shift the 
program from·one bureaucratic structure to anOlher. 

m. Executive ;\£tiOD or Leglslatlon 

A. Standards of Excellen.e -- list Conwry Scbools 

The Americ.a Reads Challenge, tbe. scbool CDIlStruet10n initiative. and the: youth portion 
of the 01 BlII all require Congressional authorization and funding. The Technology Utoraey 
Challenge requires additional funding. The testing and slandanls initiative can be <:arricd out 
primarily through executive action and Presidential leadership. 

B. Universal Access 10 College and Ufelong learning 

• 
The Hope Scbolarships. oducotion and tmining tax deduction, expanded IRA. and basic 

agreements on student IO!ll1S must be achieved in budget reconciliation. The Pell Grant 
increase may be achieved through appropria.ions this y_. or reauthorization of the Higher 
Education Act next year. Tho OJ Bill requilt. authorization and funding. Federal Skill 
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• Chan.. Cat IcuI for diolocated work ...) might be ICbleved ... part of • ilItgcr mandate!), 
package in budget reconciliation or as an amendment to ITPA directed as a part of the final 
budget _ent. 

lV. Competillob with Legacy Pdorltles 

A. StaDdards of Excellence -- list Century Schools 

Republicans will press for vouchers. A few Republiean g<)VcrnotS and some 
congressional RepubU<:allS will SCGk to make standards, t<:s1s, and all K-12 school reform 
solely. matter of state and local prerogative and responsibility. 

In addition to pmsing for StaIldanls. you will also be laking tbe lead (1) In 
supponing sar. and dsug-fr<:.c schools and • disciplined envirolllllent conducive to student 
learning, with mutual nspe<:t among and between teachelll, SlUden!$, and parents; (2) in 
fostering hlgh quality tca<:blng by encowaglng over 100,000 tca<:bers to attain National Board 
CertJfieatioD and by calling on states, school boards and repreeentativcs of teacbers to work 
cooperatively to get rid of incompetent teachers; and (3) calling for parents and communities 
to become more actively involved in schools and their children's learning, national service 
participants, wot\(-study coUege students and 1 million volunteers to help tutor children to 
learn to read, and tbe V -chip, eduea!ional children~ television, citizenship education, freedom 
of lc!iglOOS expression, and interactive educational games to engage children in the 

• excitement of learning by dOing Bther than watching TV. 

B. Universal Access to College and UrC!ODg Learning 

Republican governa", Scnators and Representatives will call for block-granting aU 
DoL lralnlng resources to states to do as they please, ineluding particularly to provide 1mining 
to help stab:s make welfare reform work. 

• 
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• V. TImeU"" 

The time\lne below pmvidcs a ptllUminaty cchedulc of opportunities for using the 
bully pulpit In adv"",", the objectives c!iscussed above. Additlonal opportunities and <.ven1S 
can be: developed as ncadcd, and as the legislative process requires . 

.I!nuarx 

Ann"""""",enl of OIlcago charter schools and ",lease of ED charter schools report 

State of Union Address -- (1) launch national SIaIldanlsltesting initiative; (2) annou=ent 
On college SIIIdcnt ",.ding 1Ut01S 

Radio Adclrcss - bighlighting OIlcago-= school districts "'porting ",""lis from 
participation in TIMSS 

American O:>uncil on Education speech, llnkad to higher aducatlon initiatives 

R.I.... of NA,EP mathematics results 

• 	 Rei.... of survey of schools access to advanced telecommunications, and ...noun=.nt of 
Technology Uteracy Challenge stale graots 

Announcement of America Reads National O:>alltilm, and release of ED kit On ",ading 

Announcement ·of nOW boasd-ccrtlfiad teach... frOlll National Board for Professional 
TeaChing Staodards 

Aw:ll-May 


Several announcements bighlighting promising local accountability practices for schools, 

teacbcrs and students 

.l!!"e-Ju1x 

• 
Additional rei ..... of TIMSS and NAEP national and state-by...,.te data 
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• 	 KEY FACTS ABOUT EDUCATION AND l'IlI!: ECONOMY 

1. The retums to Jearnlni are increasIng ..... as we move Crom an industrial age in which 
machine power leveraged human muscle to an information age in which human minds 
1everll8e knowledge and innovation through networks: never before possible to add more value 
to goods, ••rvi=. distribution, and communication: . 

• 	 Each year of post-seconda:y education and training already adds 60/...13% 10 an 
individual" annual earnings. 

• 	 The median fuU~time worker with at least: a bachelQr's degree earns almost 15% more 
per wm !han the modi"" full-time worker with only a high school degree, doubl. the 
gap from just 1919. 

• 	 Increasing the level of education attainment by one year in a finn's workforce raises 
the firm's productivity by 8.$ much as 8.5% in manufacturing plants and almost 13% in 
non-manufacturing establishments. 

2. The U.s. bas a remarkably decentralizf'd system of education, not a national system: 

• 
• Education i. the largest and most c:ostly funetio~ of the SO states and their local school 

distticts and higher education institutions. The federal government contributes 
approximately ?O.4 of the costs of elementary and secondary education. While the 
federal government provides almo.t 213 of student financial aid for post-••conda:y 
education, its contribution (including research funding) is still less than 25% of the 
total cost 

• 	 In elementary and secondary education, there are over 2,5 million teachers and over 50 
million students, almost 90"/0 of whom are in nation's 81,000 p~blie .chools. The 
p~blic school. are governed by 14,000 local school boards and the SO states. 

• 	 At the post.secondary Jevel over 14 million students of all ages .,.. served bY 10,000 
post~secondary public and private institutions, which are governed by a mix of 
autonomous public and private boards, state bigher education authorities. local college 
districts or authorities, and 50 state legislatures. 

3. In the first third of this t'tntuty9 the: country made a commitmt'nt to universal access 
to high seb ••I: 

• 	 The high school graduation rale soared from Ie.. than 10% of all IS year-olds in 1900 
to almost SOC/o in the mid*1930's, By way of comparison. Great Brilain wi1h its 
national system of education did not make a similar commitment until J944 when 
Prime Minister Churchill announced full pu.blic support for secondary school. 

• • Over the rest of the cen1ury, the high school graduation rate has risen $1cadily to 
almost g70~ of aU persons under 30. From 1982 to 1995, the drop~out from high 
school for persons 16-24sears old fen from 13,9% to 12.9%. 



•• 

• , . 

• 
• Although the achievement in reading. scienco. and moth of American students may he 

the same or slightly bigher than • generation ego. loday's children and youth ..e not 
,learning to the higher SIIIIldords of oxtollence essential to thriving in this new 
Information age: on the most tecent National Assessment of Bdueationai Progress 
(NAEP). 42% of. reprcsenlalive sample of fourth graders did not attain the 'basic" 
level in reading (although the U,S, dOes rank near the top of the world in reading for 
childs.en at this ego level); and, on the Third In.emational Math and Science Study 
(TlMSS) of 41 nations, a representative sample of 8th graders ranked only slightly 
above average in science and below average in math. 

4. Immediately following World War II, tbe nation made a commitment to increa.sina: 
actess to c-oneCe. 

• 	 Presidents Roosevelt and Trulrulll signed into la .. and implemented a G.I, Bill of , 
Rights th.t directly finanead the college education of a total of ),5 million veterans of 
wwn and the Korean War: ' 

• 	 This national commitment helped eatalyze the rise in college-going rates of young 
adults, from less than 100,. in 1940 to almost 25% in 1960, 

• 	 Today. ine srowing supply of colleges and universities, state and local support, family 
investrutint and private endowment, and a pack~ge of federal financial aid assi$tS 
almost 50% of high school gradua! •• to hen.fit from college education, 

In 1994, 24% of all persons age 25 to 64 yea" or ag. in the U,S. bad completod 
college .... slmosnwice the rate of our major European and Pacific rum competitors . 

. 
S. The lesson of the t\V1> prior economic transitions in the twentieth century is simple: 
Amerita will eontinue to be the leading forte (or democracy and prosperity in tbe world 
if advances in tecbnulogy ud innOVAtion are matched by a real commitment to advanc.es 
in education for all. Advuces in both Serve two key functions: 

• 	 First, they are the enginos of economic growth. 

Second, they are the levers of opportunity that empower aU families and workers and 
succeeding generations of childron and youth - who are wililng to learn and to work 
for it -. to eam a share in the increasing prosperity and to Jenow the civic fabric of the 
world's longest running democrac),. 

6. A real commitment now to twa advances in education offers the key to making a 
successful crossing to the creater possibilities in this new information age: 

.. 	 A . standard of exceHen~ in leaming for all children and youth 

•
• Universal access to college for each succeeding generation and to lifelong learning for 

all .dult•. 
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January 22, 1996 

MEMORANDUM FOR TIlE PRESIDENT 

FROM: Alice M. Rivlin 
Laura D'Andrea Tyson 

SUBJECT: Education Tax Proposals 

You proposed college tuition tax relicfin the Middle Class Bil! of Rights (MCBR). A number of 
education tax proposals were considered in some depth in November by the NEC and are now 
under consideration for the State of Union Speec~. The alternative proposals would be much 

'more eostly~ or to maintain cost neutralIty would limit coverage in problematic ways, Of 

otherwise present structural problems for which answers. have not been found. There is a 
rhetorical alternative that supports the Uguarantee" notion without these problems, 

The Middle CI." Bill arRights proposal cost about $39 billion over 7 years. (The Ioint Tax 
Committee s.:ores it at $41.2 billion.) It pbosed-in a tax deduction (pbosed out at higher 
incomes) for tuition paid up to a maximum deduction of$IO,OOO pe, tax filing unit for lIll 
postsecondary students, regardless of institution and program. It covered 16.5 million 
postsecondary students in college iIIld. vocational training. 

Alternatives \vcre examined in order to provide a "guarantee" of Federal non-loan resources for 
the first two years of public postsecondary education. 

lbe Guarantee Proposal would provide a refundable tax credit for the first two years ofcollege 
and tax deductions for the last three years ofcollege. The tax credit would he for tuition paid, up 
to a maximum of $1,200 per student; the tax deduction would be up to a maximum of $1 0,000, 
like the MCBR. For this and .n other proposals, institutions of higher education would have to 
institute an information reporting system to verify claims by students or their families. 

There are four major issues raised by this proposal: I) The guarantee proposal would cost $54.2 
billion, $15 billion more (han the MCBR. 2) In addition to higher cost, the proposal eliminates 
7.6 mUlioo MCBR beneficiaries (mostly. vocational school, part-time, and graduate students). 
3) It also provides a credit too small to make the "guarantee" good in 18 States; this State 
coverage problem would affect such States as MA, MD, MN. NH, NYand OH. 4) The 
combination of a 100 percent credit and refundability creates problems of administration and 
incentives for abuse. 



• 

Guarantee Variation I would address the cost issue in part, by counting Pell grants in the 
$1,200 Guarantee. It would lower the cost to $48.1 billion, still $9 billion more than the MCBR. 
The State coverage issue remains; this variation would eliminate g million postsecondary 
students. 

A further modification ofthi. variation would restrict it to the credit only, by eliminating the 
deduction for 3rd, 4th. and 5th year students, which would cost slightly less than the MCBR 
($37.& billion). However,this eliminate. another 3.1 million students. serving only 5 million 
students in total. and still has the State coverage problem. 

Guaranlee Variation 2 - Count Pellllll!1 increase guarante<l to $1.600 lIIl!1 eliminate tax 
deductions. This would partly address the State coverage issue, (still excluding 9 States, 
including MA. NH, and NY) and lower cost somewhat by eliminating the deduction. It would 
still cost $47 billion, $8 billion more than the MCBR, and it would elimin.te I 1.1 million 
beneficiaries. 

Guarantee Variation 3 would bring cost down to the MCBR level ($37 billion) and bring back 
about 2.6 million vocational and part-time students, but do it by restricting the credit to one year. 
thereby eliminating the payment for the second year as welt as the tax deduction, and would 
return to the State coverage provided under the original guarantee proposa1~ still not providing 
the "guarantee" in 18 States. In addition, 8.S million fewer students than the MCBR would be 
covered. 

In summary. unless we are wining to spend a great deal more money, it is impossible to . 
develop a real two-year guarantee that serves the same popUlation in all the States as the MCBR. 

Another Approach? 

There is another approach to a guarante<l that has none of the problems ofthe variations 
on the MCBR. The Speech can declare what only student aid insidel'll now appreciate: current 
Federal PI:Qgrnm$ already gUarantee enough money to «"Sur; tbat ilDyone can afford at least a 
public PQs\sccQrujm:)' ~"Cl!tiQn. 

This is because student loans are a pure entitlement, some parts with no income test, and 
Pell grants operate like a quasi-entitlement for lower income persons. Other more limited federal 
programs supplement these with work study, more grants and loans. 

Therefore, rather than promoting yet another new program the President can achieve the 
same impact of "guaranteeing" postsecondary education by saying something like: 

"Here's something aU Americans should know. The Federal government guarantees 
financial access to at least public coHege and postsecondary training to every qualified 
person, young or old. 
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"That'. right -- guarantees it. We do this through a combination of grants and loans and 
subsidized jobs. This is a promise the government will make so long as I am President. 

I'We don't pay the full cost for the most expensive schools, of course, but we do make it 
possible for everyone to afford a public postsecondary college or a training institution, 
and many private colleges. . 

liThe program improvements 1support .... Direct Loans v.iib repayment tied to your actual 
income so you need never fear default, higher Pell Grants, astable and gro"ing Federal 
education and training budge~ a tax deduction for tuition, an expanded workstudy 
program, and a merit scholarship for the top students of every high school class - all 
enhance this guarantee. 

"So if you quality for an accredited college or training school, the Federal government 
ensures that you can pay for it." 
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DRAFT 
5f28/96 --.noon 

TO; Mike S~ith 

FRo.~! David Longanecker 

SL~JECT: Educc.tion Tax Propo$b.l", - New Variatiofi:S on the Theme 

At our May 24 White House .meeting en e:ducaticr. tax proposals, we 
discussed four new variations on th.e. theme of guaranteeing t.wo free 
years of poscseconda~ education~ 

a 	 increasing the :5ize of the tuition tax credit to 8::S:!:Jure 

that it truly guarantees access for most st~cents. 

o 	 IlaL"Cowing t.he scope or the covered population to full 
time degree seeking students only. 

o 	 loweri~g the income I1m1ts for eligibility, 

o 	 narrowing the scope of the covered popu.lation only to 
students who achieved a ),QO GPA in high-school. 

These variatio~s could be pursued singly or together. The effects 
of ~ach are described below. 

Incr§ase the size of ~he euieion tax eredik ~o assure that it truly 
guarantees access for most students. 

In Academic Year .1S:36-97 1 the median Community College tuition 
is expected to be approximately $1,200 1 so the original plan 
to provide a $1,200 refundable t.uition tax credit would 
"gu.:tl:anLee" access to the first two years of college for only 
one-half c: a~l prospective students. It is simply not 
feasible to increase the credit sufficiently to guarantee all 
st'Jdencs because to do .$;:0 would require i::.creasing the creoit: 
to more than $2,500, 

An al:;ernat.:"-...E, which would cover t;;wo-thirds of the full .. time~ 
eq~ivalent student enrollw.ent in community Colleges in 1396
97, would hB t,o provide .. credi.t of $1,500. Thi.Cl would 
represent, on average. about 25 percent of instruc~icnal costs 
in Communit.y Colleges, so future i::iiT',Qunts could be ind.exed to 
25 percent of in6titutio~al costs to ~~in~ain future 
purchasing power of this tax expenditure. under this proposal 
the PresddQnt could ~..y that he wae .len3uring that. almose all 
stl,l,dent~ were 9ua:::anL~ed ep-ough federal !lelp to pay for 
1;.uir::ion i:i. t!:e fi!'st twe years of college.!! 

This 	 broad based tax credit would cost $ through FY 
20,'2. It wo~ld serve r:'l.illio;1 .students .in FY 97. One of 
thl'!: flaw:;; with such a broad based plan, however I is the almost 



certair. effect it would have on tuition charge~, particularly 
at i.H~Li.tuticms currently charging less than $1, suu. 

A variaticn on this t.heme would be to provide the Sl,500 
credit to full-time s~udents, and a $750 credit to students 
enrolled at least half-time but not full-time. This ~s 
similar to the prorata approach currently used in the Pell 
Grant Program. This would Bubstantially reduce program costs 
(to $__ thl.-ough 2002), would cunl:.inue to benefic a large 
number of students and would still provide a benefit that the 
President could legitimately say ~nsu:n:!d access ~o most 
students. Unfortunately, this concept would still have the 
tuition pricing effect becauce of its broad applicability -
schools could increase costs wir.hout. adversely affecting 
virtually any of their students. 

Narrow the _ scope of thA ccovered population to full-tae dagree 
seeking etudenta only. 

To reduce the revenue loss associated with this proposal, one 
option would be co .n:~:::;trict the beneli'C. 'Co lull-time studenr.s 
only. This would substantially reduce the costs ($ through 
2002), but would also reduce the number of beneficiaries from 
the __ million expected under full coverage (including 
st.lHip.nt.s; enrolled at least. half~time) to million full
time students. This narrowing of scope could be juscified 
because the President is clearly talking about extending the 
t::thic cf young people con'C.inui:rl.g their ~ull-time educat'ion 
beyond high school through the first two years of college. 
There would also be two serendipitous result.s of this change. 
J:irst, it would encou·~-age full- time YClz·ticipacion, which is 
hi.ghly correlated with degree completion. Second, it would 
elimi:late the likely priCing effect, at least for those 
in~Li.tutions that serve large numbe!:s ot part-time students -
they couldn't justify increasing tuition to capture the 
benefit of the tax credit because :nany of t!l~i:r: customers 
would be hurc by such an act. Although this would no doubt 
ccmcern advocates of adult and lifelong learning, this 
Administration has a :::;trong record of support for r.hose 
activities in other arenas (workforce development and higher 
education act initiatives). 

Lower the income el~gibility for the tax credit. 

Previous analyses of the tax c:r:edit propsal phased out.. the 
credit ~sing the sama income cuto£fc Q3 the deduction proposal 
in the Middle Class Bill of Rights (phased out for single 
filers with AGI between $70,000 and $90,000, and for joint 
filers with AGI b€tween $100,000 and $120,000.) Lowe:ring the 
income cutoffs to those included in the IRA proposal--between 

'S':;O,OOO and S70,000 for single filers and $80,000 and $100,000 
fe)r joint ::~turns--would lower costs by $__ through 2002. 

Narrq,w:" the scope of the covered popul;;!.tion only t9 ptudants who 
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achieve a 3.00 GPA or greater in High-Sehool. 

To reduce the revenue loss associated with this proposal, 
an()ther option would be to restrict the benefit only to 
students who had achieved at least a 3.00 Grade Point Average 
(G?A) in nigh-School: This would substantially reduce che 
CO!its (to $ through 2002), but it would also reduce the 
number of beneficiaries ," to mill.ion students. This 
~a~rowing of scope would make this tax plan similar to the 
~OPE scholarship recently adopted in Georgia under Governor 
Zell Miller' 5 leadership. Thi:s Pl.-oposal would give support to 
this Administration' 5 strong and consistent theme of 
enc:ouraging Gtudents to strive to higher standard:! of 
achievement. Adopting this approach would require modifying 
the rhetoric to say that the President is lIensuring that most 
students who achieve to high academic standards will be 
gucl.ranteed enough federal assistance to pay their tuition for 
t.he first two years of college. If Two arguments are likely to 
be made: against this spet:i[lc ::;tt"ategy. First: I as with Merit 
scholarships", some will argue that using grades or other 
~easure5 of achievemenc dieadv3nt~ges individuale coming from 
educationally disadvantaged bal:kgrounds - - that grades are as 
much a measure of class as of ability. Second, some will be 
concerned that placing high monetary value on grades will 
result in grade inflation. Empirical evidence is weak in this 
ar\!~a. There has been soms evidence of grade inflation in 
states where the higher education ~ystem increased entrance 
standard~. There is no evidj!!;nee to date, however, that a 
financial i.Il<;~ntive would have the same effect. 
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12:00 Noon EDT 

THE PRESIDENT: Thank you very much. President Shapiro, 
members 01' the faculty, alumni, to parents and friends of this 
graduating class, especially to the graduates of the Class of 1996 
(applause.) Let me thank you co-Presidents, George Whitesides and Susan 
Suh, who came to say hello to me this morning; and compliment your 
valedictory address by Bryan Duff, and the Latin address by Charles 
Stowell. I actually took four years of Latin in high school. 
(Laughter:.) And even wLthout being proll\pted, I knew I was supposed to 
laugh when he was digging me about going to Yale. (Laughter.) 

want to also thank Princeton for honoring the high 
sC:lOol teachers and the faculty members here for teaching, for today we 
celebrate the learning of the c.;raduates and we should be tlOnorinq the 
teachers who made their learning possible. 1 thilnk yOIl for thilt... 
(Applause. I 

It's a great honor to be here in celebcating Princeton's 
250 years. I understand that Presidents are only invited to speak here 
once every 50 years. President Truman and President C1ev~land -- you've 
got to say one thing, for all the troubles the Democrats have had in the 
20th century; we've had pretty good timing when it comes to Princeton 
over the last 100 years. (Laughter and applause.) 

I want to thank President Shapiro for his distinguished 
service to higher education in our: country. 1 thank Pl'illceton for its 
10nq and noble service to our nation. I also am deeply indebted to 
Princeton for the contributions it has mOlde to ou!' administration and my 
presidency. 

My Press Secretary, Mike McCurry, sat in these seats in 
1976. I'm sure that Princeton had something to do with the fact'that he 
not only thinks, but talks so fast. (Laughter.) The Chair of our 
National Economic Council, LowrD Tyson, was a Princeton Professor then, 
ancJ Mike McCurry's thesis advisor. And you got back from HIe Professor 
Alan Blinder, who was a distinguished member of the Council of Economic 
Advisors and the Vice Chairman of the Federal Reserve, and a brilliant 
contributor to our efforts to improve the economy. I want to thank Alan 
Blinder here among his colleagues and these students for what he has 
done. 

I tholnk Tony L'lke and Bruce Reed ~lr1d John Hi L.ley and Peter: 
Bass, all llIr:rnbers of our staff who graduated from 'Princeton. Two 
Princeton graduates who are no longer living -- Vic Raise!: and his son, 
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Monty, were great friends of mine. Vic's wife, Molly, is here -- our 

protocol chief. And if it hadn't been for him I might not be here 

today, and I want to recognize their contributions to Princeton and 

Princeton's gifts to them. 


I also want to say that one of my youngest staff members is 

a classmate here Jon Orszag. And when the ceremony is over I'd like 

to have you back at work, please. (Laughter.) 


I would like to talk to the senior class today about not 

only the imp,:;rtance of your education, but the importance of everyone 

e1:se's education to your t'uture. At every pivotal moment in American 

history, Princeton, its leadership, its studetlts have played a crucial 

role. MiitlY ,:;f ouc Founding fatheL's W8J:e iliHong Y0L:T: first SOilS. !\ 

pr:\~s.id'.i!nt; at' Pc.i.nceton was the only,univ8csity president to sign the 

Declaration of Independence. This haJl. was occup_ied by the British 

since 1771), liberated by Washington's army in 1777, and as the President 

said, sanctified forever to American history by the deliberations of the 

Cont.inental Congress in 1783. 


In 1896, the last time there was a Class of '96, when 

Princeton celebrated its 150th anniversary and, as has been said, Grover 

Cleveland was President, Professor Woodrow l'iilson gave his very famous 

speech, "Princeton in the Nation's Service." I read that speech before 

I came here today. And I'd like to read just a brief q~ote from it: 

"Today we must stand as those who would count their force for the 

future. Those who made Princeton are dead. Those who ShiOl11 keep it Clnd 

better it still live. They are even ourselves." What he said about 

Princeton 100 years ago applied then to America and applies to Amedca 

even more todiJY. 


At the time of that speech 100 years ago, America was 

living as it is living today, through a period of enormous change. The 

Industdal Age brought incredible new opportunities and g;ceat new 

challenges to our people. Pr.inceton, through Wilson and his 

contemporaries, was at the center of efforts to master these powerful 

forces of change in a way that would enable all Americans to benefit 

from them and protect our time-honored values. 


Less than th~ee years after he left this campus, Woodrow 

Wilson became President of the United Stat.es. He followed Theodore 

Roosevelt as the leader of America's response to that time of change. 

We now know it as the Progressive Era. 


Today, on the edge of a new century, all of you -- our 

Class of '96 -- are living through another time of great change, 

standing on the threshold of a new Progressive Era. Powerful forces are 

changing forever our jobs, our neighborhoods, the institutions which 

shap..;! our lives. For many Americans, th.i.s is a time of enormous 

oj)portunity. But for others, it's a time of profound insecurity. 'rhey 

wandeL" whether their old skills and their enduring values will l)e enough 

to kt~ep up with the challenges of this new aqe. 


In 1996, like 1896, we really do stand at the dawn of a 

profoundly new era. I have called it the Age of Possibi.li.ty because ot' 

the revolution in information and technology Clnd market capitalism 

sweeping the globe -- a world no longer divided by the Cold War. Just 

consider this: There's more computer power in a ford Taurus everyone 

of you can buy and drive to the supermarket than there was in Apollo 11 

when Neil Armstrong took it to the moon. Nobody who wasn't a 

high-energy physicist had even heard of the World Wide Web when I became 

President. And now even my cat, Socks, has his own page. (Laughter.) 

By the time a child born today is old enough to read, over 100 million 

people will be on the Internet. 
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This Age of Possibility means that more Americans than ever 
before will be able to live out their dreams. Indeed, for all of you in 
the Class of '96, this Age of Possibility is actu~lly an age of high 
prob<lbi liey, in large measure because of the e>:ceLiellt education you 
celebrate today. 

But we know that not all Americans see the future that way. 
We know that about half of our people in this increasingly global 
economy are ',.jorking harder and harder without making any more money; 
that about half of the people who lose their jobs tod<lY don't ever find 
another job doing as well as they were doing in their previous one. 

We know that, therefore, our mission today must be to 
ensure thnt .~ll of our people have the opportunity to live out their 
cire.Jrns in a nation tllat remains the world's strong·~st torce for peBce 
,1nG i're':!dom, tor prosperity, for our commitmenc th<.lt W(~ C,IO respect our 
diversity. and still find unity. 

This is about more than money. Opportunity is what defines 
this country. For 220 yGars, the idGa of opportunity [or all and the 
freedom to s,:::ize it have literally been the defining elements of 
America. Th.::!y were always ideals never perfectly realized, but always 
our history has been a steady march of striving to live up to them. 

Having these ideals achievable, imaginable for all is an 
important part of maintaining our sense of democracy and our ability to 
forge an American community with such disparate elements of race and 
re!igion and ethnicity across so many borders that could so easily 
divide Lhis country. 

And so I say to you, creating oppo~tllrdLY ~'or ,1:1, Lhe 
opport.unity that ever"yone has, that many at you ,Ire now e:~er·.;ising, 

dreaming abo'.lt your future -- that is what you must cia in order to make 
sure thilt this Age of Possibility is really thDt (or all AmericilOs. 

When I took office, I was concerned about the uncertain 
steps our country was taking for that future. We'd let our deficit get 
out of hanel, unemployment had exploded, job growth WilS the slowest since 
thG Great D8!)ression. The country seemed to be coming apart when we 
nee(!~d CJespecDtely to be coming together. 

1 wanted to chart a new course, rooted i'il"st in growth and 
opportunity -- first, to put our economic hOtlSe in order so that our 
businesses coule! prosper and create jobs; second, to cap th,~ i'ull 
potential of the new global economy; thlrd, co invest in our people so 
that they would have the capacity to meet the demands o( this new age 
and to improve their own lives. 

This strategy is in place, and it is working. The deficit 
is half of what it was. The government is now the smallest it's been in 
30 years. As a percentage of the federal work force, the federal 
gov~rnment is the smallest it's been since 1933, before the beginning of 
the Hew Deal. We signed over 200 trade agreements. Our exports are at 
an all-time high. F'ifteen million of our hardest-pressed people have 
gOlten tax cuts. Most of the small businesses hDve as well. 

I']~'ve invested in :research and defi~nse tr'lrl:>form,ltions. 
We've invested in new technologies. I\nc: we'v') in','I:"nec .In ~·;1VlrD".;n~lltill 

protecLion and sustainable development. t,nd 1 ',,111 say, 
pDrenthetically, the great challenge of your age will be to prove that 
we can bring prosperity and opportunity to people <111 across the globe 
without destroying the environment, which is the prGcondition of our 
successful existence. And all of you will have to meet thnt clwllenge, 
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and 1 challenge 'IOU to do it, 

Our econo;;,y, ;..:hile most of the rest of the \'Iochl was in 
£OC89Sioo, ras pro::::c:cec .3,5 mi:'~.ton new jObS, the lowest combined rates 
of inflation, uf;<';rrployme:1t a(;d hOm€ rr.ortgagcs .to throe d(:;cad,;,s, th", 
iO....0St z:eficit as a perce::1tage of our income of any advanced economy ir. 
:::v:: wo:<c, 2,7 :ni.L.io:1 :nor~ AmerlC&ll homeowners, and recol'd fiu:,:,beL'S of 
CCN sme.:,l -:Jl:sinesses in each of ene lilst three years, 

~~.,~ are doing well, but W8 must de t:l<!t.ter j ( ('Ie ace coina ~o 

,~ake t~le promise of this new age [,,::;,,1 to all Amen.. c{l;,$, 'f'1<I~ rre:~0S ~e 
half~ to ::;rO~i faster. HOI" fast car, \"':8 gt·C'd? No U:H? 'k:.o,,'s the eX<lct 
ilrS\"ier 1;0 that. Gut if ",,'8 look at the long-ter::>, if hie b{"L~eve in 0",;: 

people <ind invest in them ane. thell: oppo:tunities, 0rd C1;C p€or,:l$ take 
resp(~r,:;:1.bilitYI the sky is the l'..;;;it. 

\o,le :f!l..',st 10G<: wic:r.. the s:::ea"est. s icisM toward those who 
promise eflsy and g',J':ck soL.lt':'o:".s, "Ie «,ow :hat tht;; course that leads t.o 
long-t..e:'[Tl y:cot8tn is :.c the winds ar;d sp:::rits <lnc ideas and discipLlne 
and 'J!fiort of people like tnos€- of you who grsdutlte here today. \.18 <1re 
01, tho ::ight course, we :::l'st dcceiernte il, not veer from i:;, 

1','8 have to rinish the job we stbrt1Jd l.(] 19S::: nne: 0n1",nce 
the --- ;)ot oniy becaus~ 'de want to free 'lOU ili\(! your c:,i:d;'2n cr 
the V;qn;;:V oE debt, but because that will ke.z:r; 1.IlV1.t8'St rptss 0:;W:1, 
increase sav~nqs, expand compani~$, start n<?:w 5'11&1: bUSlni?SSeS, r:clp 
mOC(f famLiies buy homes and more p2ren"';;s ser:d ';heir t:hi_~i;;:'en co col~eg2. 

We know 'de have to co::tim.:e t: right f::T fair and ope;') 
trade beClE1.5A: we proved now '-: o:::r:.e: :::iHke::s ere c? open to Ot~~: PCCC\.1cts 
and serVices as we are 1:0 theirs. we':::: d,:; ~',iSt fins. We know we I"I00ve 
to (10 more tQ help all f\:f1e;:'ca:1s :.:eal ~lith :::h\? econumic chonges ot: the 
pl'esetlt dilY "fj a more posit~\"e way by investing i:\ the future and 
t<1rgeLi(H] t2;'( cu::.s ::0 :1G:p P..:~,eri:::ar.s deal w2.th cheic own prot)1'?111S i:)n(~ 

buiLd stt·o,18 [,:;;-,:li83 , 

1'1<.1 ,,",0\1 we have :0 continue to inv'~st in Lhe Lh,'.r.g5 ::13(; a 
\J()V'],r::n8n~ :1beds to lovest in, incl.uding r'0sean:h ilh(i develcp~~e(j::, acd 
l0C.,hology, and env_~l'onrn.Gnt<ll protecLion. We know that s';"'.ce so :nGny 
..'00p18 wi~,l bav-e to change Jobs more often thilll :.r. the fJ!)st, we h?lve to 
g~ve filrnilie:l the security to I.:nol-I that if t.he:! (.r,Zl:1ge jcbS ;:l;e1' Cct:l 
st.:.ll carry Il'ith thelll access to health care cH",d pe:,-:;.:.or~s acd $dJC0ti::f'
for a lifetil'le. 

But finally iJr;d most .:.:npo:::-:a;-,t':'y, U w* l>?t;liy ",act 
Atrlol'icons 011 PJ11e:::lcans -- ;:'0 ;;arti::::~p8:t;e 1;1 the L1.ltU;:\ll t:,0t is now 
[It yO\li' flng.:ytip-s. ,..;e (laVe get to .l;-,crease ::r'e q"ali~y and the 10ve1 ot 
(,d1.lC,ltlon nOl; jus,::: f::r thE gr:act,o.tes of ?rin:.:etcrt and G.::e.:gc:cown Drtd 
Yale and the st2te 0n_vers1ties of t~is co~ntry. but fo.: all che 
fi~::H:icar' peoel~e. TI.: _s the on':y '",ay to <1C:Ji2V;~ rhst qon1. U\ppl;;use") 

:1",0: very ;:'0:: t:Jat wo have be<$t; h,'?r'i":: Cr' our LorGbears hiPJe 
fel Z5C i"HU:~" is testlmony to the elemental t:;uth that e:l\ica':iort bas 
22.\':ays be8r iHlpcrtaot ::0 :r.dividual Americans. And for C;::i ':0 ;;, 1.0:19 
ti~,e, CdJCBt {on has been quite important to our \"hole Cou:ltry, ?'if'.::y 
yesrs ago whim tbe Class of '46 was here, coming in after ('J::rld ~a- Ir 
the G T. Bill helped to build a great AmerlCa:l ;;;idche c':'as$ ar,d a qro{;t 
Arr,ericnn economy Sut tod<J.Y, more thar. ever ::;efo:e 1.:: ::r:e hlstory of 
t1G United StaLeS, ed\lcation is the fault 2-~r.e, -::he grea'~ Continental 
iJivid0 bs:tw8en those who will pr:::sper ar;d ::r.ose who \·liLl r;ot i:1 r::hc new 
eco(';olfl'y', • 

If yo'.! ~oo< al.: :re cecs'Js (iata, you Ciln $'-"e I-l})flt happens to 
hnrd-wo;" people ",;,0 have a niSh s(;hool t;iploms ()t- vJho CUO)) oue of 
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high schooL anc! t.ry to keep up i.n the job marke;;, but fall fur~her' and 
further behind. 'fou can also see that if all A:T,ericans have il(;CeSS to 
educ<Lti.on, it is no longer a fault line, i.t is a sturdy bridge that will 
lead us all together from th.:: oLd economy to the new. 

Now, we have to work to give every American that kind of 
opportunity. And we've worked hard to do it -- [rom increasing 
preschooL opportunities, to improving the public school years, to 
increasing technology in our schools. And this spring the Vice . 
President and I helped to kick off a Net Day in California where schools 
and businesses and civic leaders hooked up nearly 50 percent of the 
schools to the Internet in a single weekend. What I want to see is 
every schoolr.oom and every library in every school in America hooked up 
1:0 the Ir1Lel'net by the end or the yeat' 2000. We Cilll do tlUlt. 
(f,pplau58. ) 

And I am very proud that I was asked to announce today that 
a coalition of high-tech companies, parents, teachers and students are 
launching Net Day New Jersey this week to connect over a thousand 
schools in New Jersey to the Internet by this time next year. That will 
make a huge difference in making learning more democratic and 
information more accessible i.n this country. I thank them ror t:.hat. 
E:very single person in New JeJ:sey who will be a pLlrt of thLlt. 
(Applause. ) 

But we have to face the fact that that is not enough. We 
have ::0 do more. Just consider the last hundred years. At the turn of 
the cB~Lury, the progressives ITlade it the la ... 01 the l.-,~d for every 
chi Iel to be in school. Before then there W(lS no s!!ch r-ec;uin:~ment. 

ACter' World Wc1r I I, we said 10 years are nOt enough, pubJ i.c schools 
should extend to 12 years. And then, as I said, the G.I. Bill and 
college loans threw open the doors of college to the sons and d,lllghters 
of farmers and factory workers. And they have pow8red otlr economy ever 
since. 

America knows that higher education is the key t.o the 
growth we need to lift our country. And today that is more true than 
ever. Just listen to these facts. Over half the new jobs created in 
the last ::hree years have been managerial and professional jobs. The 
new jobs require higher-level skllis. Fifteen years ago the typical 
workE.;c wLt.h a college deqree Hl(1cie 38 percent 1TIr)!'e tllMl a wor:ker wi,tll a 
high school diploma. Today, thaI: t:iqure is 73 pl;cc;ent mot·e. Two y,=ars 
01 college llIeans a 20-percent increase in annual eanlings. [)80pl,~ who 
finish twO years of college earn a quarter of a mUlion dollars more 
than their high school counterparts over a lifetime. 

Now, it is clear that America has the best higher education 
system in the world, and that it is a key to a successful future in the 
21st century. It is also clear that because of cost and other factor.s, 
not all Americans have access to higher education. 

I want to say today that I believe tll~ clear facts of this 
time make it imperative that our goal must be nothing less than to rna ke 
t:hc 13:..h ancl 14th years of education as univ€l'sal to all Americans as 
tne fi~st 12 are today. (Applause. ) 

We have PUt in pLace an unprecedent:ed college opportunity 
strategy: Student Loans can now be given directly to peopl.e who need 
them, wlth a provision to repay them based on I:he ilbility or the 
graduate to pay -- based on j,ncorne. This is Cl dramatic change which is 
making loanE: more accessible to young people who did not haVE) them 
before. AmE~ricorps, which by next year will have given over 65, 000 
young people the chance to earn their way through college by serving 
thei.::- country and their communities. More Pell Grants, scholarships for 
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deserving students every year. 

Now we want to go further; we want to ,::xp<lrld work-study so 
that a million students can work their way through college by the year 
2000. We want to let people use money from their Individual Retirement 
accounts to help pay for college.· We wan~ every honor student in the 
top five percent of every high school class in America to get iI Sl,OOO 
scholarship. 

And we nlso want to do some other things that T believe we 
must do to make 14 years of education the standard for every American. 
First, I have asked Congress to pass a S10,OOO tax deduction to help 
families pay for the cost of all education after high school -- $10,000 
a year. (Applause.) 

Today I announced one more element ~o complete Our college 
st..raLegy Clnd llIake those two years of colleCj8 <IS unlversal CIS fOllr ye.::trs 
0:- hi9!1 school -- a way to do ie, by (jivimJ )'ill1li1ie.:; 21 t,)X (:l'edit: 
:a~'g8ted to achieve that gOill "":ld mi:d;,ing clear 1.:1[IL this OPP0cLl:nity 
requires responsibility to ::"eceivI"! it. 

We should say to Americans who want to go to college, we 
will give you a tax credit to pay the cost of tuition at the average 
community college for your first year, or you can ilpply the same amount 
to the first year in a [our-year university or college. We will (jive 
you the exact same cut for the second year, but only if you r;!arn it by 
getting iI B average the first year. A tax deduction for families to 
help them pay for education after high school; a tax credit for 
individuals to guarantee their first year of college and the second year 
if they earn it. 

This is not just for those individtlills. this is Eor 
America. Your America will be str'ontjer if cdl AIlIe::.iCilns have a~ least 
two years of higher education. (Applause.) 

Think of it: We're not only saying to children from very 
poor families who think they would never be able to go to college, 
people who ILay not have stellar academic records in high school, if 
you're willing to work hard and take a chance, you can at least go to 
your local community college and w.::'11 pay fOl" the first year. If 
you're in your 20s and you're already working, but you can't move ahead 
all a high school diploma, now you can go back to college. I f you're a 
mother planr.ing to go to work, but you're afraid you don't have the 
skills to get a good job, you can go to college. If you're ~O ~lnci 

yet:' re worried thilt you need more eduCiltior! to suppor:. 't'o'_~r iamily, no....· 
you Ulrl go part-time, YOll Cc'Jr1 go ilt night. Q,/ iilL Illedr1S, CJo to college 
allel we'll pay the tuition. 

I know this will work. When I was the governor of my home 
state, we cr'eated academic challenge scholarships that helped people who 
had good grades and who had good behavior to go to college. But my 
proposal today builds mostly on the enormously successful HOPE 
Scholarships in Georgia, which guaranteed any student in the state of 
Georgia free college as long as they had a B average. This yeolr those 
scholarshipti are helping 80,000 stucients in the state of Geol'gln alone 
-- including 70 percent of the freshmen class at the University of 
Georgia. 

In recognition of Geocgia's leadership, I have decided to 
caJ! this peoposal America's HOPE Schoiarsnips. And 1 want: to thunk the 
Governor of Georgia, Zeii Miller, who developed this ide~. I ~lso would 
li].:e to :"ecognize hi,In -- he carne up hece with rn(~ l:oday -- Clncl th~lTlk him 
for the contribution that he is now going to make to all of America's 
future. 

11 ttP://WW\,,'.pllh.whitehollSC.gov/uri-resIl2R'!llrJl:pdi:/ /oma.cop .gO\' .lIS/ I99()IG/4/2 .text. I 1111/200 I 



Pag.: 7 or.s 

Governor Miller, where are you? Would you please stand up? 

Here he is. Thank you. (Applause. ) 


Let me say, as all of you know, money doesn't grow on trees 

in W<.lshingto:l, and wc='re not financing eieficits anymore. I'HI proud to 

S1,y, as a matter of fact, for the last two yea~s our ))uciget h8S Seen in 

surplus, e:"c'':'pt fOr the interest necessary to pay the debt: run up in the 

several years before I became E'resident. So we are doing our best to 

pay for thes<,:, programs. And this program will be paid for by budgeted 

savings in lhe balanced budget plan. We cannot qo bdCk to the d,1yS of 

something :o~ nothing or pretend that if I ortier :':0 invesi: in educ,1tion we 

have to sacrifice fiscal responsibility. 


Now, this program will do three things. It will open the 

doors of college opportunity to every American, regardless of their 

abi.lity to pay. Education at the typical community college wi.ll now be 

free. And the very few states that hav8 tuition above the amount that 

we can afford to credit, I would challenge those states to close the 

g<lp. We're (~oing to take care of most of the states. The rest; of them 

should help u~ the last little way. 


Second,' it \·;ill offer free tuition and training to every 

<1ch;!t willinq to work for it. Nobody now needs to be stucl: in a 

deud-end job or In unemployment. And t!n~!!y, ~Ilis plal! wIll wo~k 


because LL will qo to people who, by definition. are ·.... il!ing to work for 

it. It's Ame!.'ica's most basic bargain. We'll help ct'eate opportunity 

11 you'll take responsibility. This is the basic baL:g8in that has made 

us a great nation. 


1 know th8t here at the reunion weekend the C18SS of '46 

has· celebrated its 50th reunion. And 1 w8nt to just' mention them one 

more time .. Many members of the Class of '46 fought in the second world 

war. And they came home and laid down their arms and took up the 

responsibility of the future with the help of the G.I. Bill. That's 

when our nat~on did its part simply by giving them the opportunity to 

make t;le most of their own lives. And in doing that, they made 

Amedca's most golden years. 


The ultimate lesson of the Class OJ' lj~6 will also apply to 

the CLass of 1996 in the 21st century. Because of the education you 
 j 

t1ilve, if Fo.merica does well, you will do very well. If America is d good 

country to live in you will be able to build a very good life. 


So I ask you never to be satisfied with an age of 

probability for only the sons and daughters of E'rinceton. You could go 

your own ....·ay in a society that, after all, seems so often to be coming 

apart instead of coming together. You will, of course, have the ability 

to succeed in the global economy, even if you have to secede from those 

AmeriCans l:rClppcd in the old economy. But you should not walk away from 

our common purpose. 


fI.\jairl 1 wi'!l S,lY thi.s is ,lboUI: 1tl1' II:OI-e thtlll ~Ct'r1otn,ics 8nci 

mone·y. ~t is abollt preserving th~ qua,lity of Ot:~ deillocr'-Ic'/, l:he 

inLegrity of every perSall standing as an equ8,[ citizen before the l~w, 


t:he ability (If our country to prove that no matter how diverse we get, 

we can still come together in shared community values to make each of 

our lives and our family's lives stronger and richer and better. This 

is about more than money. 


The older I get and the more I become aware that I have 

mare yesterdays than tomorrows, the more I think that in our final 

hours, which all of us have to face, very rarely will we say, gosh, I 

wish 1 'd spent more time at: the off,ice, aT: i.1' only I'd just lIIaeie a 


hllp:llww\\,. pu b. \'ihi IChOllSC.goy/uri -rcsll2 R'?urn:pd i:/ /oma. cop .go\' .lIS/ 1 (N(,/(j/ 4/2 .Iex!. 1 1111/200 I 
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little mOt'€ money. Bue we will think about. the dreams we lived out, the 
wonder's we knew when we were mOSt fully alive. This is about giving 
,~very single, so.l itary soul in this country the chance to be most fully 
alive. And if we do that, those of you who have this brilJiant 
eciucation, who have been gifted by God with great nlinds and strong 
bociics and h~~arts, you wi II do very well. and you w,j 11 be V1HY h21PPY, 

In 1914, Woodrow Wilson wrote as President, "The future is 
clear and bright with the promise of the best things. We 11re 1111- in the 
same boat. Ive shall advance and advance together with a new spirit." I 
wish you "'lel1, and I pray that you will advance, and advance together 
wi~h a new sj)irit. 

God t)less you and God bless America. (Applause. ) 

£t~D 
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JLIne 6, 1996 

MEMORANDUM FOR THE PRESIDENT 

THE VICE PRESIDENT 


FROM: 	 GENE SPERLING 

UJ{UCE REED 

LORRIE McHUGH 


SIJBJECT: 	 Media Coverage of the America's 1-I0P[ Scholariihips Annoullceillent 

Your al1l1{!Ullccrncnl or America's HOPE Scholarships at the Princeton University cormm:m:cmcnt 
n.:ccivcd enormous press coverage througholillilc nation in the two dnys lclilowing the CVCIl\-- with 
the ovel"wlld 111 ing maj orily or the coverage hei 11£ extremely pos it ive. !lttud/ed i\' /I SIII11I11I11]' (~f' th .. 
lIews COI'l'rflKt!, (lsuml'linJ,: o/"atiollwide clip,\', IIIltl (I pflge offill! he.\·!I/uote.\", 

IIIGIILlGIITS: 

• 	 Network News Coverage 011 all 4 Mlljor Nctworks--lncluding a lead story onAnC World 
News Tonight followed by a pro1i1c of the Georgia '-lOPE Scholarships program. 

• 	 2 Consecutive days of USA TotfflJ! Arlicll's -- Including tile charts WI.: rrovid..:d Oil the 
cost of average community college tuition in c:lch st:lk and the increases ill costs oj' 
college tuition as a percentage of family income. 

2 COlL~l'eutive days of New }'/ll'k Time.\· Articles Incll1Liillg a Front-P'lgl.: Article ,111<1 a 
Mostly Surrortivc Editorial. 

• J Wta'hillgtoll Post Articles Including a Front-Page Article and an Editorial. 

2 Illt'1l' Jenel' Stllr-l.etf};t'r Articles Including a Front-Page Article. 

FI'OIlI-I';lgc Articles: 
WlIShillR'OII 1'(1.1'1, Nell' )'nrk Tillles, 


Nelli .Jersey Sior-I,edger. AfiJIII('(/IHJIis Slm'- 'I'rill/llle" 

511. I.ollis Di.ll)(llch, IJallilllore 5,'1/11. 

Chicagu '!i-fhl/lle, 

Pictures urthe President at the Princeton commencement: 
Lm Al1geles Times, Washingloll Times, 
Atlanta Journal Constitution, Nell' Jersey S/(Ir-LedRer 
511. l.ollis Di.l'jJalch,' 	 lIarlflJrd COl/runt, 
Nidl/mlnd'l'illles-Dispatch, IJallilllorc SIIII, 



• 


Mjwui Herald. Chk{lgO Trihufllt., 
l.!luisiw!(( Times-riC({l'iIlU:, As/wry l'ark I'res:>. 



POTUS 1'"0'1'1<: TO GENl~ ~WERLfNr. 5/2R/96 

G.:ne S. 


Po:-;slble itdditions to record. 


__New Home Owners 

__People tuuk at!vaniagt: of Family Leave (Oocsn't thc sludy say I ill 67 How Jllllny is 
111m?) 

Avenge 1#;; on job~, b·.Jsnl!sscs, busincsy~:- bI..!C~lISC of SBA loans. '(11101) [)~rcns~ Con vcrs ion 
;;00115 

1_-_____~_______ 



• 

----~~.--~ 

1'l<ESmENT CLlNTO:"l CALLS FOH AMERICA'S 1101'1': SCIIOLARSIIII'SA TAX 
CUT TO MAKF. 14 YEAllS 01' EIlUCATION TilE STAi'J)ARIl FOR ALL 

June 5, !Q96 

This (I~C 1~ljJos:.ibilil)' means thul /IIore Am1!ricillI.\' Ihan e>'l!.t be/ore will hI! (tM.: ttl /in: OUI their dremnv, 
.AmeriC(1 kn(Jws Ihll' higlwr cdr/caliun is the key 10 lhe gn,wlh \j.'" 'Ic • .:d (0 11'11 IIIIf cowltry , , ff',f 

Americ.(s III(lSI husic ~mX(lin: We'fl help create GpporWnil)-' t/yvu'JI /Hke re:fJ'onfii;i/ity " 
-- Prnldcnt Clinlu:l, rriuCC"jrHl Commencement. lUll:': 4, lQ96 

TO REAL17,E TinS 1\(;1': OF f'OSSlIUUTY. J'RESlDJ.:N1' CLINTON (S COMMITTED TO A I{EAL 
CIH)\VTll STRATEC\'; 

1. 	 I'u.tint (lUI" C{;(Illumll: IHW'>C in unler. through both deficit red1.lCIIOn ;IIlU iI baianced budge:!, President Clintlln has 

cut thi,: deficit in half since laking ollice, and this year he "ubmineti 10 Congress the first ,gcuuim: hah1l1ced budget in 
f7 yeat'S. 

1. 	 Opemng new markets to create juhs fur ,\mcril'nn W.on.crs. Mote thtlll I million tlCW export-related j()h~ have 

ht'tll cteated under the Clinton Adn:inis,ra!i0L 

J, 	 I'Iw);tillg itl ilttr I' Iwkcf1\ ~Il they (';111 sd/e th{' opportunity of lotlJ1Y'S t:(,OJlOmy, To unlock lhe lIge or p'is~i~li: il) 
!"Pf ;!I! :\mnl;;.,II,<" we llusf give every sin!;1c ;;!li!d. (l1ld every ,lUll!! who Deeds it, the dmnc~' 10 get :he b.:s\ possihle 
cduca1;PI1. 

j'lU~SIDI~N1' CLINTON NOW CALLS FOR NI~W AMI~HICA'S JlOI)f: SCHOLARSmpS: To Mtll\,' 1-1 
\'ell rs uf Ed 1/0\ tion ~~ ,\t Least T\\,() Y cur:- of College ~- tbe Stun,blnl (01' All AnH"riC"lUlS>. President Clinlon':> 
HOPE Scholnrship Tax Cut makes clear that 2 years of college shoLild b:; as universal as high school and builds 
OIl his comprehensive program to guarnntee Ihat n col!ege educ:l:ion is both accessible nnd affhn.lnble to all 
Amcric;\Jls at allY lime in their life. 

$I,S()() T,)x Cut Fnr Collcj!c Tuition, ivlodc1cd on the successful (jcorgia HOPE Scholarship progn:m, l11!s 
[leW pwp0:';lIi pwYldcll al! ~tut:CI1:s with n SI,500 rdtmdable !nx credit Ihr Hill~time !uiliD~ in ihe!: lir:,1 ye:l~' 
($750 I!'f hllf·\imc). :md ,lIlClhcr $1,500 in lheir :>t'tonJ year iflhcy work hard, :>1:11' offdrugs, and e;lnl :I~ 

k:lst n 1\ avcrJgc in C'~jr nrS! year, 

'1~1;6 St ,SOl) 1:1\ credit w!ll pay fn, :nilr~ tWill tht, fdl CO~1 "ftuition at :110 nafiona Itl\'cmgc·priecd cOImmlllilY 
c,')lIcg.:s. This $1500 tax CIlI is $;300 more Ihal} the average community colkg\: 1,liti011 lIml ,'.'(1\111.1 make COJllflH1JIity 

college "free" lor (,7% percent of commuJllty coJlege students. 

This t;)X elll for middlc·da~\ families is paid for with new s • .'wings ill l're.siJcnt Clinton's halartccd budget. 
Aml:r!ca's HOPE Schohus!lips cos's $7.9 billion, which will he oIT,,,;:1 by reducing sales sourc(! rule hcndi\s. 
>Jl"plying au intermnio:ml dCfH'lrturc fce, nIH! aucli[lnillg mdio Di\ RS ~rectrun1. 

$1i!,OUH Tax Hct!tI",tion fM All g~IIll'lItlf)n :uIII Tnliuing. The Pr~sidCl\t ll1ain!nillS his $!11,000 tax 


{le';!II.:~i",n lor t\\itio~, :(l!' '.Xl~ ..:ge, bl':IGWn>.: scilooL t:{lmml!nity college. ccrillico llil:Jling al1d teehn\cul 


F~(>!;,-umB. TII~~ <:1H.:()urugcil lircl~::lIJ illv"lilmcill in higher educatioll. 


to 	 I'dl Gmnt Sdwlarship Incrcm:t'S for LI)wcl'~IIICtJIllC StudelHs: In annow;cing America's HOPE 
Scholarships. President Clinton also annOl1!KCc! that his balanced budget will increasc Pel! Grants .:;)ch ye,l(, 
The mu:-:imum Pel! Grant award wi!! increase by 33% from fiscal 1995 to fiscal 2002, 





AMERICA'S IIOI'R SCHOLAI<SIIII'S BUILU ON PllESIIlENT CLI.~TON'S I'LAN 
pon GIJAIL\NTl<:ED ACCESS TO COLLEGE. 

• 	 With the President!s iTlcrcal>nl Pel! Grant program ,~lIpport. student!; haH! ar.:;;css tll 

up 10 $5.100 in ?el! Grant:. and S\UdCnl InJ.n~ for their first year in college, and much 
'more in lil1l1n! yC:lI"S. 

• i'rcsilknt Clintol1's Dircd Studenl LO:lnl'rogl'lHll (;!laclcd as par; offllc I'~csidcllt:; 
j993 Economic Plan is allowing miitiollf' nfslUdcnts!U hurrow in n simple:-, less. 
bme,mew!!c way, and 10 pay hack their loans as II share of their income. TI,lS year. "Pay
As-YOlI-Can" loans will account fix nearly .sO"Ju of loans lh;s )'cnr. 

• 	 President CHnton's Nlllional Service Prugram -- AmeriCofps; Last yem, 30,000 
students earned up to 54.725 for SCL"vicc. By the end orneXt yCUf, more th~n 65.000 
students wlfl benelit from this opportunity" 

\Vork Stmly EJ.pansion: !>tCSiJC!ll Clilllon's bnlwlccd hudgCl includes an I.!xpanSioll i,r 
College Work S:udy to I million panidptmts by 2002. The Presidcnt has abo 
challenged colleges to us.: additional work study funds hl promote puhllc ser\'kt: by 
putting student:; !o work in the ~Omml1nify, 

UfHlm" Sdllliarsbips for ()ulsl11mlln~ High Schonl Students: P/c~jcicnt Cllntlln's 
halanced budge! includes $1,000 scholarship ror the lOp 5% ofgmJualing studenls in 
every high school cI,,'\s. If,his proposal is .:nactea Ihis year, 128,500 graduating high 
;:<:11001 s;:niors w:1I rccei vc n sch()I<lI>.i1 ip In ~~l:1 p !inum.:.: their collcg~~ ~.'d\H';Minn, 

Ill.As fllr Edul::ltion: President Clinton'!, bnlfLllced budgd would chang(! tht: Jaw to 
allow pen::lhy·frcc withdr;nval:; I'm education 

~"kill Cranb: [':\$tdellt (lil1wn':" h,li:lllted budget ilH.:ludl!s $2,600 Skill Gr;H\t~ In 

<:l1nbk dlslm:utcd workers 10 get neeoed skills 

N:ltiullal Scrvil'C Collc~c Sch()l:lr... hiJl~ '1'0 Hcwanl lIiJ,!h Sdwol Cilmmunity 
Scn'kc; [lrcsidcnt Clinton has challenged every higll ;;:dlOOI stum::n: in the count,)' HI 

l11:lk1.! a cotlllllitlllcntto community service. To suppOrt :his com;tlitmcl1t t the !'n;sidl:nt 
is asking all high schools to make SCrYlc': pa:t ofthcir basic ethic and to 'disc $500 to 
reward \I high SdlUOI sludcm who [~:t" done signitlcmu \yo(k to help his O! her 
I;OlllllHmity, The federal g~lv';'f',nl(Tl willllic', m;:t~ch lhe 1500 i" hd;' lhat st\ldenl go ell 

In co1!e~e, 
, .....-----------"'-

,__________________________--1 

http:sch()I<lI>.i1
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':'0: SPERLING G 

TO, REED B 

TO, Kenneth S. Apfel 


FROM, Robert M. Shireman 

cc: Barry White 

SUBJECT, Hope Scholarships - update 

Message Creation Date was at 29-NOV-1996 11:23:00 

In preparation fer Monday's meeting, I wanted to give you the current state of 
play on the Hope tax credit, and to let you know my recommendation for next 
steps. 

1. Design: Treasury has worked up some mock forms that colleges and taxpayers 
would need to fill out in order to claim the credit. Sol leges would file a 
four-part form, providing information about costs, credit hours federal andt 

aid, and grades for BACH T3RM {quarter, sew.ester, summer) paid for by the 
during the tax year. The taxpayer then transfers all of this 
tables on a tax form, and performs various calculations in 

order to determine eligibility for the credit. 

All of this information is necessary in order to allow taxpayers to claim a 
partial credit for part-time and/or partial-year schooling. For example, a 
half-time student might claim the $1500 credit in two ch~nks over a two-year 
period. The forms track exactly when the person reaches the one-year point 
when the grade requirement kicks in. Then the forms track when the two-year 
point is reached (it may be in the middle of a tax year). when no further 
credit is allowed. 

I have floated a much simpler approach to Treasury and 8ducation, ! would 
dispense with the idea of any partial credit, instead allowing for a $1500 
credit for tuition and fees paid for ANY half-time-or-more enrollment in a 
degree or certificate program. The student is eligible the first time as long 
as he hasn't finished two years of course work. The student is eligible for a 
second credit if he has a B- GPA for the first year of courses -~ or those 
completed at the time of filing, if he hadn't yet finished the first full 
academic year, 

The Treasury analysts agree that this would eliminate the need for the 
cumbersome term-by~term calculations. They raise some equity issues, however 
(part-time students at low-cost inst-=--tutions might only get two $500 credits, 

r than being able to stretch it out over six years and get the full $3000 
the current schemel" 

agree that this simpler approach should be explored, we need to get 
Treasury ::0 do a cost estimatE:. 



H>gner Education Act, 

" • 
2. Fraud. Treasury is rightfully concerned about the fraud potential with any 
new refund~ble credit. The IRS needs to (a) collect the college-provided data 
independently to guard against ~axpayers creating their own fake ~099s; and (b) 
check Co make sure that colleges are providing them with accurate 

Could Education perform these roles? 

already limits eligibility to institutions approved under Title IV of the 
and the Ed~cation Department is already charged with 

certifying the financial and administrative capability of the institutions as 
part of the {admittedly weak} gatekeeping system. Instead of having IRS audit 
the system, why not beef up Education's operation a little so that they can 
check institutions' compliance as part of the regular certificat'±on and audit 
process? . 

As part of the current financial aid process, the Education Department already
collects some of the data {particularly on poorer students} that HOPE 
requires. (The Department will bring a chart indicating what items are in its 
system). Educatiqn could collect the taxpayer data ,from colleges -- as an 
addition to its current data collection activities -- and provide IRS with the 
data for matching up tax forms. Again I some resources would need to be 
provided to Education. 

3. Pell Grants. Some have expressed a concern that the HOPE credit .does not 
help poor stude!1ts enough {because it is offset dollar-for~dollar by federal 
grant aid). At a previous meeting , someone suggested that the Pell Grant 
maximum be increased to $3000, and that the credit be reduced in order to pay 
for the increase. Assuming that the grant would increase by inflation each 
year, the cost is about $3.7 billion. In order to save that amount, Treasury 
estimates that the credit would need to be reduced to somewhere between $1350 

A $1500 credit would cover tuition and fees fo~ about two-thirds of 
U~.~~I,,:C~:O:jlt~lege students. The lower amount might cover Uaverage" tuition and 

y ($1200 in 1994-95), but would not cover as many students or 

Do you want to explore this option 'further, or look at other ways that the 
credit can be adjusted to help poor studer.te nore? 

states. 

http:studer.te
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Robert M. Shireman 

Kenneth S. Apfel 

sperling_g 
reed b 
Barry White 

SUBJECT, Re: Hope Scholarships - Update 

Message Creation Date was at 2-0EC-1996 08:36;00 

We could either :ced\lce the credit or eliminate the refundability. We should 
explore both options 



• De<ember 8, 1996 

MEMORANDUM FOR GENE SPERLING 

FROM: 	 PAUL DIMOND ;tV 

SUBJECT: 	 HOPE SCHOLARSHIPS, SKILL GRANTS, PELL GRANTS 
AND GJ. BILL FOR AMERICA'S WORKERS 

CC: 	 BRUCE REED, KEN APFEL 

Proposal: otTer the President an option to propose in hi. FY98-2001 Balanced Budget that 
essential resources and good information be placed direct1y in the hands of jndividuals and families 
on the mandatory side of the budget", that students and workers ofall ages are assured that they 
will be better able to invest in the post-secondary education and iraining they choose to get ahead 
in the new economy. In particular. ) propose full exploration and presentation ofart option that 
ineorporates the following on the mandatory side of the budget: 

• 	 $1500 Hope Scholarship for up to two years, $10000 Education Tax Deduction and 
expanded IRA, all with the same income phase-outs 

• 
• An additional SI500 Hope Sklll Credit for one year for Dislocated Workers (who cannot 

get back to work 'with their current skills based on a minimum of 12 weeks ofjob search) 
• 	 PeU Grants (with whatever maximum you deem appropriate, e,g .• $)000, the median cost 

of tuition for a year at a four~year college or university), including non-degree training 
programs so long as their consumer infonnation and gatekeeping is based not only on the 
rate ofcompletion ofthe offered curriculum but also on the earnings of the student in the 
year foHowing completion of the prescribed course-work 

• 	 Pay-.''''-You-Earn Student Loans (in both Direct and GSL Loans) so that students and 
workers or all ages can invest in leaming new skills and repaying based on future earnings. 

I. Relevance to POTUS legaey. Since the mid-term elections in 1994 and throughout the 1996 
campaign., the President staked his affirmative legacy on empowering aU American individuals and 
families with the tools they need to Jearn new skills to make a successful"crossing from the old 
industrial era to a new age ofdiscovery. knowledge and information. That is the motive for his 
-Pay-As-You-Earn- student loans, increases in Pell Grants, proposed Middle Class Bill of Rights 
(including the Education Tax Deduction, expanded IRA, and individual Skill Grants in a G L Bill 
for America's Workers), and the Hope Scholarship. Given the pre,\\\ltreS on NOll-Defense 
Discretionary Spending fi)r at least the next generation, there is only one way to assure Ihallhe 
President's legacy is buill ill/o the fabriC offederal budgeting: put all of Ihase fonns offederal 
.mpport and incentives to increase individual. alldfamity "educatioll purchasing power" on the 
mandalOry side of the hudget. 

• 
II. Other considerations: 

• 	 Balanced HtHi~. I take a back seat to no one in this Administration as a deficit hawk -- I 



• contInue to urge that the President balance the budget on his watch. including proposing a: 
budget that acmeves a zero deficit in FY200 I. That means that the full budget implications 
of the proposal (and any alternatives) should he fully fleshed out Then, the hard budget 
prioJities and trade-offs can be presented to the President. 1 am confident that he will 
choose to include tms proposal as a centerpiece ofhis proposed Balanced Budget. And I 
am just as confident that the President will negotiate to include this proposal as an 
essential component ofany Balanced Budget agreement, But the President will have this 
opportunity only ifyou make sure thai the oplioll is!air{v presenled 10 him. 

• 	 Constituency and Hill Politics. Adding an increased, more flexible Pell Grant and a Hopo 
Skill Credit for Dislocated Workers will build support for the entire package (including the 
Hope Scholarship, tho Education Tax Deduction, and the Expanded IRA) among student, 
higher ed, and union groups. It will make elear to all of these constituencies ~, and to the 
Amcrlcan people " that the President is serious about making sure that all Americans have 
the lUost important key to unlocking the door to greater opportunities as the U.S. leads 
the world into a more challenging and more rewarding new age ofdlsoo\lety. knowledge 
and information. It will give fiheral and moderate Democrats on the Budget, Ways and 
Means, and Finance Committees (with the full support oftheir compatriots on the 
Authorizing Committees) something to fight for that is right at the top of the President's 
agenda. And it will make clear to Republicans that these essential tax: cuts and PeU Grants 
must become an integral ~- and lasting ~- part of a Balanced Budget agreement. 

• • AgeJ1,cyJ::pncems. OoEd will generally support all.speets ofthc proposal, although they 
will express concern about making Pell Grants more flexible because the increased 
infonnation and gate~keeping requirements on non-degree programs may raise concerns 
among the higher cd community: But we can strike a deal, first. with the community 
colleges and the proprietary sehools (and, then, with four,year colleges and universities) 
that tms is a very small and very fair price for making Pell Grants mandatory and enabling 
them to compete for higher amounts on the mandatory side of the budget, now and in the 
years ahead. DoL will waffle on all counts for a variety ofr~sons> most of which relate 
to fears of losing support for appropriations for DoL training programs: Even if this fear 
were bom out, however, it should not distract the President for one second from assuring 
that the increased purchasing power he has always fought for is assured to be placed 
directly in the hands ofindividuals and families, students and workers of all ages by 
including the mandatory proposal in a Balanced Budget agreemenL [N. Il.: Moreover, we 
can still craft an adult~only GJ. Bill for Amerlca1s Workers, modelled after the Careers bill 
in the House, that includes most of the components of our proposal last year -- One~Stop 
Shops (supplemented by the major advances DoL is making with its electronic labor 
exchange. America's Job Bank., Talent Bank, Labor Market Information and Training 
Network), area-wide Local Workforce Boards and flexible, state-local designed individual 
Skill Grants. DoEd will be submitting a separate Voe Ed bill (hopefully based on the 
principles of accountability, choice and excellence, and retaining ali kids in "school" until 

• 
graduation.) We should avoid ~.nx provision relating to S.chool-to-Work in order to avoid 
renewing this controversy with Ute Conservative Right i.n the 1·louse.) 


